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LO~~EST A:10~IG LOCAL GOVERtlt~ENTS IN THE COUNTRY.

THIS HAS OO~IE DELIBEPATELY. YOU WILL RECALL THAT L'!i~EP. THE OLD

PAY SYSTEI' sOt~E FORTY PERCENT (41)%) OF OUR EMPLOYEES fl.aO AL!'lEADY REA.CHHl THE

r~XI11W1 OF mE ~IORHAL STEPS OF THE P.A.Y GRADE (EXCLIJDING LONr,EVITIES).

RESULTING PI A SITUATION ~JHERE OUR 110ST EXPERIE~CED AND VALUE!) EMPLOYEES

RECE IVED ONLY A COST-OF-LIVI NG ADJUSTME~lT M!~lJALLY, '1'HI t:H :iAS n()~'f,LL Y

PROVIDEQ AT THE "ELEVENTH HOUR" OF THE BUDGET 9ELIBEoATIO'1 PRnCESS. ''A''Y

TI~~ES INFLUE~ICED BY SPECIAL INTEREST A"lr) OTHER PPESSURE GROUPS ,~~l~ CE?­

TAItlLY 'AITHOUT" DELIBEPATE SYSTEMATIC :~ETHOD OF DEVELO~ENT.

\~E THEN MADE A CO'ISCIOUS DECISION TO PLACE MOST OF OUR SALAP.Y

RESOURCES TO~JARD MINmIZING THE fIOVERSE AFFECTS OF I:IFLATl(1'! 'l(lrPIE 'lY ~L

EMPLOYEES.

THE SEVENTY-FIVE PERCENT (75:l:) FIGURE IS AN ARAITRARY I)·IE. AN

Ei-iPLOYEE'S S.\L'\f(Y. H0~1'EVER, IS O~ILY A P'1PTI(1~1 I)F niE TilTAL rn~~PiO:;SATln:l

RECEIVED. \'IHE~I THE COST OF FRINGE BENEFITS IS COIISIDERED. SUCH AS GROUP

I~jSURANCE. HOSPITALIZATIOn, ETC., SEVErm-FIVE PERCCrr (75~) IS !\~I EJUITABLE

A;INUAL ADJUST;1E~T. IT IS, INCIDEllTALLY, THE SAnE FIGURE RECEIVEIJ BY OUR

ELECTE!) OFFICIALS FOR THEIR ANNUAL PAY A[1JUSTI1E~.

THIS PAST YEA~, YOU APPROVED A 6.~~ COST-()F-LIVI~'G FIGU?E FOR I)~c

EMPLOYEES. T~IS FIGURE CORRESPONDED VERY ~1'ELL Io/ITH THE 11lCREASE 1'1 HO'.:SE-

HOLD BUDGETS FOR THE PERIOD flUGIJST 1976 TO AUGUST 1977. Sl'CH ~l)t'C:;EHnLD

~UDGETS. \~HEN t~EDICAL CARE EXPE~SES ARE EXCLUOED, FeR A Fr,:m Y OF FOUR

I;ICREASED 5Y 5.7: FOR Lm~ER-LEVEL FA.'HLY ~UDr,ETS; !W 7.6::: F0R I'rrE~r'E~IA,TC::­

LEVEL FAMILY BUOGETS; AND 6.A~ Fn~ HIGHER-LEVEL FAMILY Bl'OGETS.

DURPfG THE SEVF.:~ YEARS SINCE FY 73, THE CO~ISI.~R PPIC~ 1;1[1(:'( FnR

THE '.~ASHI:IGTO~' ;1ETROPOUTAN AREA. HAS RISEN 8Y 47.4~. HAD TI-lE S["V~"ITY-FIV~

PERCCIT (75":) COnSlJ'1ER PRICE PIQEX P~OVISIO~ BEE~ I~l EFFECT Dl'RI'!r; i-iAT
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PERIOD, OUR EMPLOYEES WOULD HAVE RECEIVED AGGREGATE INCREASES AMOUNTING TO

35.5%. IN FACT, THEY RECEIVED INCREASES AMOUNTING TO 33.3~, OR 70~ OF THE

CONSUMER PRICE INDEX. IT IS INTERESTING TO NOTE THAT THE FEDERAL GOVERN-

r1ENT SALARIES, WHICH HAVE A MAJOR IMPACT ON INCOME LEVELS IN THIS AREA,

ROSE BY 38.15%, OR 80% OF THE CONSUMER PRICE INDEX. THEREFORE, WHEN

CONSIDERING THE SIGNIFICANTLY DECREASED AMOUNT OF THE MERIT INCREME~IT, THE

SEVENTY-FIVE PERCENT (75%) COST-OF-LIVING ADJUSTMENT IS NOT AT ALL UNREALISTIC.

THE SEVENTY-FIVE PERCENT (75%) COST-OF-LIVING ADJUSTMENT AlSO IS

REASONABLE ~HEN WE COMPARE THE INCREASES IN THE AGGREGATE PERSONAL I~COME

LEVELS OF OUR r1ONTGOMERY COUNTY CITIZENS AND WITH THE INCREASES IN PER

CAPITA INCOME. FOR THE SEVEN CALENDAR YEARS FROM 1972 THRU 1978, PERSONAL

INCOME IN MONTGOMERY COUNTY ROSE FROM $3.92 BILLION TO AN ESTIMATED S6.85

BILLION, OR 74%. FOR THE SAME PERIOD OF TIME, PER CAPITA INCOME I~jCREASED

FROM S7,172 TO $11,520, OR 61%.

AS I INDICATED TO YOU IN MAY, OUR REDUCED INCREMENT POLICY RESULTS

IN THE NEXT FIVE FISCAL YEARS SAVINGS AMOUNTING TO SOME SEVEN MILLION DOLLARS

($7,000,000). OUR EMPLOYEES HAVE BEEN INFOR}1ED OF THIS AND UIIOERSTAND IT.

HOWEVER, IT IS EXTREMELY 111PORTANT THAT THEY BE ASSURED THAT THE POLICY OF

THE COUNTY GOVERNMENT WILL BE TO AFFORD SOME PROTECTION AGAINST SOME OF THE

RAVAGES OF INFLATION.

THE IMPACT OF THE SEVEHTY-FIVE PERCENT (75%) COST-OF-LIVING POLICY

FOR THE FY 80 OPERATING BUDGET WILL AMOUNT TO SOME $4.6 MILLION BASED ON AN

ANTICIPATED CONSUMER PRICE INDEX INCREASE OF 71, OR A 5.25% COST-OF-LIVING

ADJUSTMENT. AN ADDITIONAL AMOUNT OF $2.2 MILLION FOR THE REDUCED INCREMENT

POLICY AMOUNTS TO A TOTAL SALARY AND WAGE IMPACT OF $6.8 MILLION. UNDER THE

OLD POLICIES, A 6: COST OF LIVING AND THE ALMOST 51 INCREMENT POLICY WOULD HAVE

A TOTAL BUDGETARY IMPACT OF $8.4 MILLION.
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ONE TECHNICAL POINT AS TO THE BILL ITSELF--THE LANGUAGE ON PAGE 2,

LINES 2 THRU 4, PROVIDES THAT THE "PERCENTAGE CHANGE WILL BE BASED ON THE

LATEST PUBLISHED INDEX FOR THE CALENDAR YEAR PRECEDING THE FISCAL YEAR IN

WHICH THE ADJUSTMENT IS TO BE PAID." SUCH LANGUAGE CAUSES SOME PROBLEM IN

TRYING TO PLAN THE BUDGET PROPERLY. HISTORICALLY, THE COUNTY HAS USED THE

AUGUST-TO-AUGUST CONSUMER PRICE WDEX. 1l00~EVER. THE DEPARTMENT OF LABOR HAS

RECENTLY CHANGED THE REPORTING PERIOD TO EVERY OTHER MONTH. TECHNICALLY,

THEIl, THE NOVEMBER-TO-NOVEMBER INDEX IS THE LATEST PUBLISHED INDEX FOR THE

CALENDAR YEAR. I UNDERSTAND THAT THE REASON FOR THE GENERAL LANGUAGE IS TO

PREVENT THE NECESSITY OF AMENDING THE LAW IN THE FUTURE IF THE INDEX PERIOD

CHANGES. HOWEVER, TO ENSURE THAT WE HAVE PLENTY OF LEAD TIME IN PLANNING THE

BUDGET, I STRONGLY SUGGEST THAT THE LANGUAGE BE CHANGED TO PROVIDE FOR AN ADJUST­

MENT TO BE BASED ON THE SEPTEMBER-TO-SEPTEMBER CONSUMER PRICE INDEX CWVIGE.

I HAVE NOTICED THAT THERE ARE SOME AMENDMENTS OFFERED TO BILL NO.

37-78 WHICH WOULD EMPHASIZE THAT ~~Y COST-OF-LIVING ADJUSTMENT IS SUBJECT

TO THE AVAILABILITY OF FUNDS AS PROVIDED AND APPROVED BY THE COUNTY COUNCIL.

THIS GOES WITHOUT SAYING, HOWEVER, TO INCLUDE SUCH LANGUAGE IN THE BILL SEUIS

TO r~E TO BE AN UNNECESSARY DUlINISHING OF THE STATED POLICY OF THE COUNTY

GOVERNMENT AND MIGHT BE CONSTRUED BY FUTURE ELECTED OFFICIAlS TO BE SQM[THING

LESS THAN A DEDICATED CO~~ITMENT.

SINCE OUR COMMITMENT TO AN ANNUAl ADJUSTMENT TO THE PAY PLAN

EQUAL TO SEVENTY-FIVE PERCENT (75%) OF THE CONSUMER PRICE INDEX AS PRESErlTED

DURING THE BUDGET DELIBERATIONS THIS YEAR. WE HAVE AlL BECOME ACUTELY AWARE

OF EFFORTS TO LIMIT THE ~~NUAL GROWTH OF OUR OPERATING BUDGET. THE QUESTION

THEH ARISES, DOES A PLANNED ANNUAL ADJUSmENT IN OUR WAGES AND SALARIES III

THE EVENT OF THE SUCCESSFUL PASSAGE OF AMENDMENTS TO OUR CHARTER uriNECESS';RIL ¥

PRE-E~IPT OUR DECISION MAKING IN ESTABLISHING PROGRAMS FOR OUR CITIZENS'~

THE ANSWER, I BELIEVE, IS TI~T IT DOES NOT.
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