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 AEROSPACE PROFESSIONAL STAFF ASSOCIATION

Representing the non-supervisory MTS since 1974

P. O. Box 248, Hawthorne, CA 90250

Proposed Delay In Merit Raises
FY03 AERP Funding

Corporate management is proposing to delay the FY03 merit salary increases by two months or more to partially offset their having to fund the Aerospace Employees Retirement Plan (AERP) trust.  The AERP trust funding requirement is currently estimated at $15M to $20M.

	Degree
	Industry
	Aerospace
	Comparison

	
	Aged Salary (Dec 02)
	Aged Salary & Bonuses
	Salary

(May 02)
	Aged Salary (Dec 02)
	Aged Salary & Bonuses

	BS
	$1,808
	$1,907
	$1,795
	-0.7%
	-5.9%

	MS
	$1,952
	$2,040
	$1,926
	-1.3%
	-5.6%

	PhD
	$2,193
	$2,261
	$2,001
	-8.8%
	-11.5%

	All
	$1,966
	$2,053
	$1,902
	-3.2%
	-7.3%


The AERP trust funding traditionally averaged 10% of gross payroll or $19.5M based on the current number of employees (57.9% of the current employees are eligible).  The FY03 Aerospace Savings Account Plan (ASAP) trust funding is estimated at $11.4M  (3.4% of gross payroll based on 42.1% of the current employees being eligible).

	Plan
	Employees
	FY03 Funding

	AERP
	2012
	$15-20M

	ASAP
	1464
	$11.4M

	Total
	3476
	


No AERP funding was required during fiscal years 1993 through 2002.  In other words, the corporation benefited from ten years of zero AERP funding.  One option during this period was to complete the Building A1 seismic retrofit, which is currently estimated at $20M.  Corporate management took no action during this window of opportunity and delayed the A1 seismic retrofit even though they were very much aware of their obligation under the law.

Corporate management states their opinion that the corporation can’t pass these costs along to the customers.  Funding the AERP trust and the seismic retrofit are legitimate business expenses that corporate management should insist on being reimbursed in full.

By way of contrast, corporate management has not informed the employees that the corporation has bought the parcel of land along the railroad tracks north of El Segundo Blvd. at the Air Force’s request.  APSA predicts that the customer will reimburse this particular cost by the corporation.  

Employee Benefit Evaluation

From time to time, corporate management hires Hewitt Associates to evaluate the employee benefits.  The following table summarizes a comparison with the local employers where a value of 100% is average.

	Benefit
	   Employer-Paid Value

	
	Calif.
	Wash., DC

	Medical Insurance
	92.5%
	90.6%

	Dental Insurance
	92.6%
	89.3%

	Short Term Disability
	99.9%
	95.7%

	Long Term Disability
	76.7%
	61.8%

	Life Insurance
	100.9%
	91.4%

	Pension     (hired before 1/1/93)
	95.4%
	91.7%

	Pension       (hired after 1/1/93)
	94.0%
	90.5%

	Time Off   (hired before 1/1/93)
	106.6%
	101.2%

	Time Off     (hired after 1/1/93)
	101.0%
	95.9%

	Total Benefits    (before 1/1/93)
	98.4%
	93.9%

	Total Benefits       (after 1/1/93)
	97.7%
	93.2%


FY03 Merit Salary Increases

The corporation depends on an annual salary analysis prepared by Hewitt Associates.  The following analysis by Hewitt compares the average base salary and total compensation for industry with that found at Aerospace.  The industry data is adjusted to account for the number of employees, degrees, experience, and “aged” forward to December 2002, when the FY 2003 merit raises were scheduled to be given.

Based in part on this data, corporate management is proposing the following FY 2003 compensation package for the non-supervisory MTS:

	Merit Increase
	4.0% of the salary pool

	Discretionary Reserve
	Up to 1.0% of the salary pool

	PRP Program
	Up to 1.0% of the salary pool

	Raise Floor
	$15.00/week


In reviewing the data, remember that the Aerospace merit increase occurs in December, whereas industry salaries continue to climb (estimated by Human Resources at 4.5%) throughout the subsequent 12 months.  A delay of two months would save the corporation about $2.6M in payroll.  

Corporate management justifies the below-average compensation package as follows: (1) market comparison, (2) capture rate of job offers (based on above-average salary offers), and (3) low level of terminations/attribution.  

Concluding Remarks

APSA believes that corporate management should be held accountable for delaying the employees’ raises.  Among other things, ASAP participants would be burdened with funding of the AERP trust.  Also, corporate management has raised the issue of a reduction-in-force (RIF).   Whether one calls this mismanagement or a lack of leadership, everyone can agree it is management's responsibility to make sure these things do not happen.

APSA’s response to corporate management’s proposal is one of “Find other options that are not detrimental to the employees’ welfare.”  

APSA has some suggestions since corporate management seems to be short of ideas.  Eliminate the Corporate Management Incentive Program where corporate managers are paid extra to do their jobs.  Don’t forget the Aerospace Performance Improvement Process (APIP) that has no proven return on investment (ROI) and no plans to measure ROI, so there is no real accountability.  Don’t forget the corporate management perks.  If the rest of the employees have to buy their own cars, corporate management should be able to do the same.  There is the executive pension plan.  In 1993, while corporate management went to the lower-cost ASAP plan for employees, they kept an executive pension plan in place for themselves.  And, finally, delay the Building A1 seismic retrofit another year.

If you are an APSA member, thank you for your support.

If you are not an APSA member, then your colleagues need your help.

Join APSA and make a difference!

October 7, 2002











           


APSA Web Site: www.apsatalk.org
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