









May 3, 2012
REPORT TO MOMENTIVE UNION AND MANAGEMENT
JOINT COMPENSATION COMMITTEE

FROM 

J. KIRK MENARD

IUE-CWA Local 81359 Committee Members:  Daryl Houshower, John Ryan



Momentive Management Team Members:  Nicole Oliver, Kelly Deerfield, Jim Phelps
During the past seven weeks, I have interacted with members of the Bargaining Unit and representatives of Momentive Management to develop an understanding of the responsibilities of employees in five positions at the Waterford site.  The following were reviewed:

Position





Current Incumbents
Material Movement Operator SPB




22

L3 - B78 Specialty Operator





15

L3 – Polyhouse Operator





12

L3 – B37 Fluids Operator





24

L2 – B85 Packaging Operator





26

Union employees gave comprehensive presentations and provided written descriptions of employee responsibilities in each of the positions.  Members of both the Bargaining Unit and Management shared their view of the responsibilities, how these have changed over the years, and their perception about the pay levels (grades) to which positions have been assigned.

This report will include the following:

I.  A summary of the events that have led to a disagreement between Momentive Performance Materials Management and the IUE-CWA, the Industrial Division of the Communication Workers of America regarding changes that were made in the level of pay for a significant number of positions which are performed by members of the bargaining unit.
II.  A description of the view of both the Union and Management, as presented to me, with respect to the “L” System of job classification which replaced the former system which had been in place at the Waterford facility - - the R Wage Rate Table.

III.  My view of why the Union and Management possess differing views on employee pay, and the degree to which the (1) market, (2) internal equity are relevant and should be considered by both parties.

IV.  My conclusions about action steps that can be taken to achieve a fair and practical resolution that both parties can support going forward.
REPORT BY KIRK MENARD
I.  Following the acquisition of the former G.E. Silicone Products Business, the Management of Momentive Performance Materials sought to develop an overall business strategy focused on the importance of managing the organization effectively and efficiently.  Steps were taken to improve the utilization of both salaried and hourly paid (Bargaining Unit) employees.  The design and structure of the organization were changed and an increased emphasis was placed on ongoing skill development and training.  One of Management’s objectives was to achieve a greater differentiation in pay for employees whose positions required higher levels of skill and responsibility.  Many steps were taken to achieve this, one of which was a change from the “R Wage Rate Table” to the “L System” for some positions in the Bargaining Unit.
An Unfair Labor Practice Charge was filed with the NLRB in 2009 with regard to the new wage system.  The NLRB case “was combined” with National Contract Negotiations which included two other Unions locals.  There is obvious dissatisfaction today among members of the Union leadership in Waterford about voting with the other locals on the total package of the NLRB Settlement and the 2010-2013 National Contract.  Members of Local 81359 voted to reject the Company’s offer.  However, when the votes were tallied of all three locals, the total number was in favor of ratifying the Agreement.  Therefore, the members of Local 81359 had to accept the new wage structure and wage rates.
Since the existing Agreement became effective in 2010, the representatives of the Union have continued to express their dissatisfaction with the wages and job descriptions included in the Agreement.  The Company has taken the position that it is open to considering concerns about wages presented by the Union, and that specific positions should be identified for which there is concern about equity.

One effort to deal with an “equity concern” presented by the Union was a review of the wages and job descriptions of Logistics Operators (August, 2011).  B77/787 Specialties (L-3’s) and the Material Movement Group (MMO’s-SP-B rate) also presented their concerns (September, 2011).  In the Union’s view, management’s response did not address the genuine concerns of the employees in these groups.

In January, 2011 Momentive Management agreed to utilize an impartial third party from outside the Company to assess the level of pay for five positions.  Following extensive internal discussion, the Union leadership determined that those five positions would be:  

· Material Movement Operator SPB
· L3-B78 Specialty Operator
· L3 - Polyhouse Operator

· L3 - B37 Fluids Operator

· L2-B85 Packaging Operator

I met with members of the Union Committee on March 5, 2012 and began review of one of the five positions (MMO Operator) on March 7th.  Subsequent on-site presentations, tours and discussions occurred over the next four weeks.

II.  The Union has been consistent in its view that the “L System” has created many pay inequities within the Bargaining Unit.  Many positions previously at equal levels in the “R Wage Rate Table” are now at different levels in the “L System”.  
Management’s view is that changes in the pay for positions resulting from the “L System” were necessary and reflect the true relative worth of positions in terms of internal value to the organization.  Simply stated, Management believes the “R Wage Rate Table” structure was no longer a valid one in terms of the hierarchy of pay for positions in the organization.  In addition, it is the view of Management that the overall pay received by employees under the “L System” is very fair and competitive, especially with provisions in the Agreement for shift differentials, holiday pay, scheduled and unscheduled overtime and other premiums which were negotiated by the parties in the past.  Further, it is the view of Management that there are now greater incentives for employees to enhance their skills so that they are qualified to advance to positions in higher grade levels.
III.  The Union and Management clearly have different views about the pay levels for the five positions under discussion. With regard to the market, my view is as follows:

Virtually all of the employees in the Bargaining Unit are hired from the local (Greater New York State Capital District) labor market.  Momentive’s main competitors have manufacturing operations in other regions of the United States.  Therefore, it is not a valid comparison, in my opinion, to compare wage rates at Momentive with those of competitors.  There are two companies, according to the Union, in the area that have similar jobs - - DeGussa and Sabic.  In both cases it appears that pay rates in some job classifications at these Companies are higher than those of positions at Momentive.  However, the number of employees in comparable positions is very small and there have apparently been no instances in which a Momentive employee left to join one of these companies.  The absence of significant turnover among Union employees at Momentive speaks for itself.  If the local external market offered many opportunities for employees to utilize their skill and expertise elsewhere at a higher rate of pay, there would be more turnover.  Also contributing to the lack of turnover is the incentive of former GE employees (who are now Momentive employees) to receive a pension supplement if they remain with the Company to age 62.
Internal equity is, however, an issue about which both Momentive Management and the Union should be concerned.  If employees perceive that there is not “fairness” in how the pay rates for jobs with comparable responsibilities are determined, there will be an impact on the effort employees give on their jobs, overall productivity will decrease and morale will suffer.

In reviewing the information presented by the Union with respect to the five positions which are under discussion, I believe a very good case has been made that there are inequities between some of the pay rates for comparable positions in the Bargaining Unit.  These are attributable to decisions made by Management in assigning positions to grade levels.
IV.  Conclusions:
· It is my opinion that under the terms of the Agreement between Momentive Performance Materials and IUE-CWA Local 81359, it is the Company’s prerogative to assign positions to pay grades as considered to be appropriate.  It is the Company’s view, of course, that the rates paid for various positions should reflect differences in the experience and skill required to perform the work satisfactorily.

· When management changed from the “R Wage Rate Table” to the “L System”, it changed the pay levels of many positions.  In many cases, positions formerly paid at the same rate are now compensated differently.  It is not surprising that many Union employees (those now receiving less pay) view this as unfair.

· Management’s position is that under the “R Wage Rate Table” there was little incentive for employees to learn and develop new skills.  Advancement in pay grades was automatic and was not directly tied to job requirements and job difficulty.  Most jobs were in one of two pay grades (Grade 19 and Grade 21).  The purpose of the new “L System” was to create more pay grades so that there would be greater differentiation in pay.  In the view of the Company, differential pay is necessary and justifiable; it creates an incentive for employees to enhance their skills in order to advance to positions in higher pay levels.  This is true, but it has also created a feeling of unfairness among employees who are paid less now than what they formerly earned.  Other employees, with whom they formerly were at parity, are paid at higher levels.  There is clearly a perception of unfairness among most of the Union employees with whom I met.

· In making the change to the “L System”, the Company used a “Value Hierarchy” structure to identify the criteria under which jobs are assigned to different levels.  The six levels into which jobs were placed reflects the length of time required to learn and develop necessary skills.  This, I believe, is a logical and structured approach to job evaluation.  If Union members had been active participants in the process of evaluating jobs, they would probably view the “L System” much more favorably than they do.  That said, even a structured approach like the “Value Hierarchy” is not perfect and can result in some inequities.
· The MMO position was the first one I observed.  I find no compelling reason that the rate of pay for these Operators should be raised.  In fact, if the pay was higher than it presently is, it might lead to the Company’s giving greater consideration to outsourcing these jobs as they have done with some other positions in an effort to reduce costs.
· The MMO position is the only one of the five positions reviewed for which there are a significant number of comparable positions in the relevant labor market.  These are positions that require a CDL license, preferably with Hazardous Materials designation.  However, there has been no turnover of employees in the MMO position - - individuals leaving to accept comparable positions with other employers.  This reflects two realities - - the MMO Operators at Momentive like their jobs and there are a limited number of opportunities in the area to perform the same job at higher pay.  The pay level for the MMO positions at Momentive is competitive and should not be changed.
· During the presentations and tours of the facility, the comparison of positions in Chemical Operations and Finishing was discussed extensively.  It is clear that B78 Specialty Operators, the Polyhouse Operators and the B37 Fluids Operators (each is an L3 position) feel they should be returned to parity in pay with employees in Chemical Operations.  However, it is acknowledged that those working in Chemical Operations do not concur.  It is Management’s position that the differential in pay between Chemical Operations and Finishing serves to incentivize employees to work in Chemical Operations.  Under the old system, the Company sometimes experienced difficulty in getting employees to want to work there.  Management believes that the pay differential serves as an incentive.  The Chemical Operations positions have broader responsibilities relative to system turnarounds, daily clean-outs and equipment disassembly and repair.  It would help address some of the equity concerns if Finishing employees were expected to perform more tasks that required a level of Knowledge, Skills and Abilities similar to those required by employees in Chemical Operations.  I do think, however, that there will continue to be a difference in the demands of the jobs in Chemical Operations as compared to Finishing positions.  Therefore, there should continue to be a differential in pay, but it should be reduced.
· In my view there are two options in dealing with the issue of the pay level for employees in Finishing.  The options are:


(1)  Management and the Union can negotiate new rates for the B78 Specialty 
Operator, the Polyhouse Operator, and the B37 Fluids Operator.  Perhaps the 
amount of the current differential can be reduced by as much as 50%.

(2)  Management and the Union can agree to utilize rates on the rate chart that are 
not currently being used.


I believe changes in pay for positions in Finishing should be enacted as soon as 
possible.

· The B85 Packaging Operator (an L2) position is one of many L2 positions at Momentive.  These serve as an introductory position from which employees can advance to higher levels.  L2 positions in other areas are not expected to be a starting point for advancement.  I feel it would be a mistake to change the pay level of B85 Packaging Operators (L2 employees) and recommend that it not be changed.
· The Union feels strongly that there are other pay inequities that need to be addressed.  I believe that Management and the Union should establish a plan to review these.  I support the Company’s use of a “Value Hierarchy Structure” to establish pay levels and assign jobs to these levels.  
· Currently there is a system in place by which the Union can request a review of the pay level to which a position is assigned.  It would be desirable for such reviews to be a truly collaborative process with representatives of both Management and the Union involved.  For such an approach to be successful, each would need to be trained in the use of job evaluation, modifying the “Value Hierarchy Structure” so it can be a quantitative method of job evaluation that would further enhance its objectivity.

