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Background

Hawthorn Woods was established as a municipality over 50 years ago as an oasis from the City
of Chicago, located 35 miles from Hawthorn Woods. The original Village founders wanted to
maintain a rural atmosphere and establish our Village as an upscale community with open

spaces, parks and other amenities while providing a level of excellent service commensurate
with such a community.

The current Village Board strives to maintain the goals established more than fifty years ago by
the Village founders. In order to do so, we must ensure that our residents are provided with
cost effective services that enhance the community and provide necessary core services to the

Village by providing health, safety and welfare provisions for a growing community in an urban
county.

In order to provide cost effective services, the Board has asked that the Village be run in the
spirit of a small business, where each member of the staff exhibits professionalism and takes
pride in his or her work. The Board also believes that attracting top talent is necessary to
provide cost effective services to our residents, and maintain professional operations of Village
departments that serve the high expectations of our constituents.

Approximately one year ago, the Board appointed an implementation team to review our
salary, benefits and compensation structure in order to determine the following:

e Were we fostering a culture that emphasized excellent service?

e Were we hiring with a small-town mentality with out expecting municipal professionals?

e Were our pay rates competitive with other municipalities in the area?

e Did we have a salary structure that was formalized, and promoted equitable treatment
across job categories?

e Was our benefits package comparable to other municipalities?

e Did our current compensation structure attract top talent? And retain them beyond a
two-year training period?

e How did our compensation package compare to compensation packages in the private
sector?



e Could we reduce or eliminate turnover by providing a career growth salary structure?

e Could we articulate our compensation package in such a way that residents could
understand how we compensated staff, and could understand how the services
provided by the Village resulted in a fair compensation system?

This summary will outline the steps the Village has taken to address these issues and provide a
compensation system that is based on data from both the public and private sectors, and which
can serve the needs of the Village in the future. We invite all residents to review the public
sector data and the summary private sector data and ask any questions which they might have
regarding this study.

Methodolo

Phase One - Our initial study of public sector data was undertaken by graduate students from
the University of lllinois, Circle Campus as part of their capstone, or final project required for
graduation. This project served as their final class, and was supervised by Mary K. Feeney,
Ph.D., who was the faculty advisor on the project. The graduate students who worked on the
project were: Kristin E. Gilbert, Caitlin L. Lisa, Stephanie J. Whitaker and Lauren T. Whitehair;
the students made a formal presentation to the Village Board during an open meeting, in April
2012.

The students, in conjunction with the Human Resources Implementation Team, identified ten
(10) municipalities, which were selected as comparable communities to Hawthorn Woods.
These communities were selected based on the following characteristics: population, square
miles occupied by the village/town, miles from Hawthorn Woods, Equalized Assessed Value of
the homes in the village/town, property taxes collected by the village/town, annual budget for
the village/town, and annual personnel budget for the village/town. Some were smaller in
population and some larger, but all could be considered competitors for our employees.

The students then conducted live interviews with personnel from each village/town or
submitted Freedom of Information Act (FOIA) requests from each village/town to determine
job titles, job descriptions, salaries and benefits for each position.

The students conducted individual interviews with employees of the Village of Hawthorn
Woods to determine their job responsibilities, salaries and benefits. Having compiled data from
each of the municipalities as well as data from Hawthorn Woods, the students then prepared
comparable tables for each position showing salary and benefits information on a job by job
basis, and showing minimum/mid-point/maximum salary ranges by position. This data was
displayed at the open meeting, and presented to the Board in April.

Based on questions from the Board, it was determined additional work was needed to
complete the study. The additional work was stated as follows:



e Job descriptions were to be reviewed with each employee, the employee’s supervisor
and the Human Resources Director to ensure that the descriptions were accurate

e Where exceptions or errors were noted, these would be investigated and corrected

e Comparisons with Private Sector data were required for each job, so that the Village
could ensure that external equity (i.e. pay scale setting) would be maintained

e Administration of the compensation system was understandable, and objective

e Adjustments to total compensation, if required, would be made only if they could be
funded through the budget

Phase Two — Data on private compensation packages, unlike data for public entities, are not
subject to FOIA disclosure rules, and are generally available only from specialized Human
Resources consulting firms. Staff contacted the Villages of Schaumburg and Lombard to
request information, which these municipalities used in conducting a compensation study
comparing both public sector and private sector jobs. The Villages were unable to provide
detailed information on comparable private sector data (they were prohibited from doing so by
contract), but did provide us with summary data on their compensation studies.

We used the information, which we received from these Villages to contact several consulting
firms in order to commission a compensation study of total compensation packages at private
firms. After reviewing the information available and the cost of the information, we decided to
use data obtained from Robert Half, the international finance, IT and office staffing firm, along
with data provided from the Hay Group, a worldwide salary and benefits consulting group. This
data was obtained at a very reasonable rate.

Having already established job descriptions and titles from the UIC study, we matched these
with similar job categories in the private sector. We received data from the Hay Group, and
compiled data from Robert Half, which allowed us to compare similar job descriptions in the
private sector and at Hawthorn Woods. The data from each of these companies was developed
from a broad range of industries in the United States, and was adjusted for regional conditions
in the Chicago-land area.

The consultants at the Hay Group suggested that we construct our salary structure not on
individual jobs, but in job bands, which group like functions together in a broader category. As
an example, one band might be composed of the following individual job titles, all of which
share similar job functions: Code enforcement officer, Maintenance Specialist — Building
Facilities and Maintenance Specialist — Parks. Minimum/Mid-Point/Maximum salary ranges
were then developed for each band. This trend in job banding has been in place within private
companies for a number of years, and has recently been adopted by progressive municipalities,
such as Schaumburg and Lombard. The Village has accordingly developed seven (7) bands as a
part of our compensation structure.



Detailed private sector data is not available for public inspection and is the property of the Hay
Group. The Village of Hawthorn Woods has signed an agreement with the Hay Group, which
prohibits us from disclosing this information to the general public. Summary information is
available to the public upon request.

Phase Three — Having obtained data from the public sector and private sector on total
compensation, we then compiled the data into tables showing public sector data for salaries
and benefits for the ten (10) municipalities identified in the UIC study, and the Village of
Hawthorn Woods.

We then developed tables showing the private sector data versus the data for Hawthorn
Woods. As a final check on the methodology and our approach to selecting and compiling the
data, we asked our auditing firm, Sikich and Company, whose Human Resources consulting
group we utilize, to review our results. Sikich has confirmed that the approach we have taken,
as well as our methodology, is sound.

The total out-of-pocket cost to the Village for undertaking this comprehensive study was
$3,500. These costs were mitigated by the use of UIC graduate students whose time was
donated to us by the University, as well as the work of staff and volunteer work by Trustees.

Results

A review of the public sector data developed from the ten (10) municipalities reveals that of the
twenty-two (22) positions in the Village (excluding police officers and police sergeants who are
covered by union contract), nineteen (19) employees are below the minimum compensation
level defined by the bands.

A review of the private sector data reveals that of the twenty-two (22) positions in the Village
(excluding police officers and police sergeants who are covered by union contract), eighteen
(18) employees are below the minimum compensation level defined by the bands.

Turning to benefits in the public sector, we find that the Village ranked last compared to other
Villages in total benefits packages provided to employees, both in terms of health benefits paid
for and assumed by employees and in terms of total days off (vacation and sick days combined).
Detailed comparisons of public sector benefits payable are available for public inspection.

When comparing benefits paid by the Village to benefits paid in the private sector, the Village
pays approximately 84% of the cost of health care, when compared to the cost of health care
provided by private companies nationally. Similarly, we see that the Village pays under 70% (on
average) of the cost of disability pay, when compared to the national average of private sector
companies. In terms of retirement benefits, the Village pays approximately 125% of the
national average of private companies for salary bands 3 — 7, but approximately 15% of the



national average of private companies for salary bands 1 and 2. It should be noted that
retirement benefits are not controlled by the Village, but are mandated by the State of lilinois.
It should also be noted that when comparing salary bands 1 and 2 with the private sector, that
private sector benefits paid at these levels include LTIP (long term incentive plan) payments,
stock options, executive retirement plans, etc.

Recommendation

The Human Resources implementation team has examined the results of the study, and has
determined the following:

e The total benefits program offered by the Village is less than that of private companies
for similar jobs. When compared with other municipalities, the Village has shifted more
of the cost for healthcare to employees, and this trend is now continuing at other
municipalities. In addition, in 2010, the Village adopted a “paid time off” (PTO) program
as a cost saving measure. The IPMA-HR (International Public Management Association
for Human Resources) published a Benchmarking Survey Report entitled, “Benefits in
the New Economy.” Hawthorn Woods CFO Kristin Kazenas was quoted in this national
report “The implementation of a PTO program supports the Village Board directive that
the Village be operated like a small business.” We believe that our benefits programs
are adequate to attract and retain top talent, and that other municipalities will follow
our trend of sharing health care costs with employees. The implementation team does
not recommend a change in this area.

e The implementation team proposes that the Board adopt the banding compensation
system developed as a result of this study, and that the Board adopt the Min/Mid/Max
guidelines attached as a part of this study.

e Thereis a significant gap which exists in the Minimum Salary levels for Village
employees. On the basis of a strict dollar-for-dollar comparison with the ten (10)
municipalities identified in the UIC study, employees of the Village are $412,000 under
the average Minimum Salary level (in the aggregate) for the twenty-two (22) employees
covered by this study. The implementation team does not believe a strict dollar-for-
dollar comparison should be used, but that the data should be smoothed through
regression analysis, which results in a shortfall of $161,000 (in the aggregate) for the
twenty-two (22) employees covered by this study. This analysis considers the Village
EAV, budgetary constraints and demographics.

e When comparing the gap which exists in the Minimum Salary levels for Village
employees with employees in the private sector, the gap increases to $1.7 million on a
dollar-for-dollar basis, driven largely by the discrepancy in top-level private sector
employee pay. The implementation team does not believe that public sector employees
should be compensated in the same manner as private sector employees, and have



provided this information in order to ensure our residents that we have examined total
compensation in both the public sector and private sector.

e The implementation team is cognizant that although a gap exists in total compensation
for Minimum Salary levels in the amount of $161,000, this amount cannot be made up
in one budget year. The group is therefore proposing that an amount of $85,000 be
allocated from the budget surplus carried over into the current year, and that the
remainder of the shortfall of $76,000 be funded in the 2013 budget cycle. This plan can
be accomplished and sustained in future budgets without impacting municipal services.

e This recommendation follows the salary plan in the Village’s existing collective
bargaining agreement for the police department union employees. The Village
committed $150,000 for 12 police department employees as part of a legally required
salary arbitration settlement in 2009.

Conclusion

With the recent celebration of our 50" anniversary of incorporation, the Village of Hawthorn
Woods is now established as a full-service municipality, committed to providing excellent
service to our residents. Part of that commitment to the people we serve includes attracting
and retaining municipal professionals at all levels of the organization. The implementation of
this compensation plan is the first step in achieving that goal.

Acknowledgements

The Human Resources Implementation Team would like to thank the UIC graduate student
group for their assistance in this study. In addition, the group would like to thank Village
employees for taking the time to participate in interviews and surveys which were a part of this
study. The assistance of the municipalities who provided data for this study is greatly
appreciated, as well as the summary data provided by the municipalities of Schaumburg and
Lombard. The implementation team would like to thank the Board for demanding excellence of
staff members, for restoring pride in the Village, and for commissioning this study. We believe
that attracting and retaining top talent will continue to provide cost effective, excellent service
to our community. Finally, we would like to thank the residents of the Village as they support
this plan.



‘Juswealbe Bujuiebieq aAlos[jod B JopuUN PeJeA0d ale Sebem Jay} asSneoaq SisAfeue siy) Woly papnjoxa ale jueabiss pue Jsoiyo josed aly | 8joN

ZryLeS V/IN YIN S68'01$ 000'0¥$ 00S'2€$ 000'GES 0 SI3J0QETHIB[D[E2D |BI8USD L
£GG'6E$ vOV'LPS 9S0'8€$  956°2G$ 000'0S$ 000'S¥$  000°0v$ [4 SjuBjsISSY aAljelisiulWpY 9
v..'8v8 986°8Y$ GLLPPS 8ELLGS 000°09$ 000'GS$ 00005% 6 1sAleuypsieldads S
9ze'69$  LL0°2G$  6VL'LGS  292°'09% 000'€/$ 000%9% 000°GS$ € slapean malg/siebeuepy 14
VIN vG8'€L$ GLL'99%  0G1'06% 000°¢6$ 000%8$ 000°GL$ Z $J0}92.17 Jusweds( Juelsissy €
790'GELS GGO'LLPS LGY'08€$ P6L0EL$ 000°0¥L$ 00S°€ZL$ 000°20L% % siojoauI Juswiedsg c
VIN ¥66°L1SS 26L'ELPS €29'89L% 000'G6L$ 00S°291$ 000°0FL$ l aAlINoaxy l
JEeH 10988 J0}088 10}08g wnwixepy iodply  wnuiulyy  suonisod sSuol)ISOd puegq Jealen
H8qoy 8lenid aleAlld algnd jo#
abelony obeiony obelony ledidiuniy UollEPUSWILIOISY
ofeolyy obeoyny |euoneN Jewyouag Q)
dnoug) AeH
sa|qelJedwon
zLoz Aine

uoljepuawwoosy ueld uojjesuadwon)
SPOOAA UloymmeH jo abe|jip



1oNIBN —m—

uauny) —e—

pueg Jaaien
14 €

uosiiedwo?) jayiep

0$

000°'02$

000°0%$

000°09$

000°08$

000°001L$

000'0ZL$

000°0%1$

Kejeg



"19bpng g0z 8y} Ul papuny 000‘9/.$ pPue Jeak Jusa.Lno ay) ojul plemio) pailied snidins JoBpng wWwodj papuny ‘Z 0z Ul 000'G8$ :smoj|o} se ‘saseyd
om} ul pajuawaldwi aq |m ueid uonesuadwod syl "90p‘L9L$ S! uonepuswiwooes uejd uoyesuadwod ayy Buhuswsaldwi jo 1oedwi 186pnq B0} BY |

068'62.°L$ vz0'l6¥LS Zhr'ZLis [ 90t L9L$ | palinbay juswisnipy 1exiep
¥EL'CE6'2$ 80£°00.°2$ S22'GLI°LS 68979 L$ ¥82'€0Z'L$ [ejoL
£06°29% LL'29% 870'G6$ 296'59% 8€2'65% SjUB}SISSY SAljeASIUILPY 9
Z8c'9lys  v20'088$  2/9'G8v$ LEQ'9ZY$ £91'vE9 1shleuypsijenads S
625'ZrL$  2le'6ZLs  906'0SL$ 00S'Z€1L$ LLL'80LS slapeaT] maip/siebeueyy ¥
204'2¥1L$  OEv'eEl$  L0E'Z6LS 965'991% 965'G91$ sJ0joalI(g Juswiedaq Juelsissy €
619'9¥9°L$ 628'L2S'L$ SLL'EZS$ 000'8Z¥$ 692°'98¢$ si0)0a.11q Juswuedsg Z
v66°L1S$  26L'e/v$  £29'89L$ 000°0¥1L$ 206°20L$ ®Alnoex3y b

1010898 10)08g l0j08g L0 >Q Em“ww Suol}isod pueg

aleAlld 3)eAlld algnd \Cm_ww juaing J9aled

abelany abelany jedioiunpy winwiuipy]

Ommo_zo |euocnen MJewyouag Q| PapuawuIodIDy

sa|qeledwon
zLoz Ainp

1oedw| 1@bpng
uojjejuswaldw| uejd uonesuadwon
SPOOAA UioymeH Jo abejipn



0l

‘sa|qeledwon

19)Jew aAoge ale %00} SA0ge senjen pue sajgeledwod jaylew mojaq ajeaipul %00 Mojeq sanjea
‘Ueipal 19y.eL 8y Joj Uolell joexs Ue aq p|inom %001 JO anjeA v “jaxjew ay) jsuiebe ssauaanadwos
Jo ainsesw e sapinod pue ueipaw jJoyJew ay} Aq papIap Jsuag s,abe||iA 8yl Jo anjea ay) sajenojes
onel siy| Jusuodwod Jyeuaq Jofew yoes 4oy onel-edwod e pajenoles uodal dnoic) AeH ay | 810N

VIN VIN VIN V/IN %00 %008 30UBMO||Y JED
VIN YIN VIN YIN %00 %00 S8AlJUBIU| ¥O0]S
%L'6CL %ECEL  %E6L %G0EL  %L'ZLL %0¢CL Juswaldey
%SV. %E 04 %S'EY %898 %t 02 %69l Aungesig
%EEB %118 %Vv'¢8 %S'G8 %Vv'E8 %068 aled ylesH
9 g ¥ € Z b jjousyg
pueg Jaslen
10}08g 8)jeAlld 0} oljey/edwo)) dnoig) AeH
zvoz Ainp

a|qesedwod) syjjeuag J0}0ag aleAlid

Spoo A\ UioymeH Jo abeia



% 28/ % 8l
% €8/ % 8l

%16/ %6
% 96 / %V
6¥1$
0z$

%SG L8/ %S¢l
%26 | %8
6619

Evs

%G 'L8 /%S 2L
%26 | %8
9/1%
€%

%SL | %Se
%06 / %01L

%08 / %02
%06 | %0}
082$
VA%

%SL | %S
%06 / %01
69€$
SS$

%SZ | %S¢
%06 / %01
¥8eg
£6$

Ll

Alwe4 - ebejipseatoldws Aq pled wniwald Jo %
9|bulg - abe|ia/eaho|dwg AgQ pled wniwalid JO %
[ejuag

Awe4 - abe|ip/eefojdwz AqQ pied wniwald 40 %,
8|Buig - sbe|ipa/eahojdw] Ag pied wniwald Jo %
Aiwe - aakojdw3 Aq pied wniwald A|Yjuop
o|buis - eahojdw3 Aq pledq wniwaid Ajyjuop
ONH

Alwe - abe|ip/eaiojduig Aq pled winiwaid 4o %
a|buig - abejjip/eaiodw Ag pred wnjwald Jo %
Allwe - eakojdw3 Ag pied wniwald Ajyiuop
9|Bulg - sako|dwg Aq pied wniwald AlUuop
8|gnoNpaQ Odd - @lqiuenpsQ ybiH

Alwe - abe|ip/eahiojdwg Ag pled winiwald Jo %
9|Bulg - abe|jip/eakoldwig AQ pied wniwald 1o 9%,
Alwe4 - aafojdwg Ag pred wniwaid AYuop
9|Bulg - @ako|dw Ag pied wniwaid AJUIuop
8|q1onpag Odd

‘wesboud ya1s pue uopedeA feuoniped) e Jo naj| Ui OLd 4ao o} Aijedisiunw Ajuo ay} s; SPoop wioymer

sakgL oz
6°GE
g'Le

SoA

214
Gl

¢ 880] lo )l 8sn)
wnuwixe - sked oIS B UoneseA ‘Jo swi| pled
allH MeN - sAeq 2IS B UOIEOBA ‘HO SwiL pled

obeloAy

T Spoom wioumen |

zroz Ainp

a|qejedwo) sjjouag J0joes 2lgnd

SPOOAA UioymeH jo abejiA



