
A G E N D A

M eeting Type

B

D ate :

03-29-1993

S U B JE C T

ClN of Charlotte, Clty Clerk's Office

>



C IT Y C O U N C IL

W O R K SH O P  A G E N D A

M arch 29, 1993

5:œ  Presenu tion and D lscussion of C om pensatlon T ask Force R eport

i

6:15 o lnner

k 6:30 zxscusslon of privauzatlon vask y'orce Report

7:30 D iscusslon of O rganizatlon T ask Force R eport



C O U N C IL  W O R K SH O P

A G E N D A  ITE M  S U M M A R Y

T O PIC : R em rt and D lscusslon of M ayor's C om m nn tlon T ask Fo=  R ecom m endatzons

K EY  N IN 'I'S tlm=lesr C os'q C hange in Policy):

O N IO N S:

C O U N C IL D EC ISIO N  O R D m FA TIO N  R EQ U ESTED :

n îs ls C lty C ounm l's opm rtum ty to dlscuss tlle T ask Force's rem rt w zth m em bers of the T ask

Force N o actlon requested

A W A C  :

œ xecutlve Sum m anes from  Com m nsatlon Task Force Sub-c om m lttœ s (Councll receyved these

on M arch 1, 1993).
1. Pay and C lasslficatm n

2 B enefits

3. Incentlves

- M anager's R esm nse to C om m nsatzon Task Force R em rt



H . E X E C W IV E  S Y

n e follow lng hlghllghts the findlngs and recom m endations of the C om m lttee.

A ssessm ent

* n e C lty's clu slficatlon system  ls cum bersom e, tlm e consum lng, and lnconslstent.

* n e C lty's com m nsation levels are com m tluve, but lnconslstently so as you m ove from  grade

to grade and lnto the van ous pay plans.

* n e m rform ance m anagem ent system  is ln 1t.: lnfancy and lnconsistently applle .

R ecom m endatlons

* n e C lty neM s to develop a com m nsation and rew ard phllosophy w hlch supm m  and is

anchored by thelr slx core values.

* n e C lty n- zs to lm plem ent a dlsclpllnedlob rankm g system  bntlvl on consistent com lx nn ble

factors. n ls should be autom atM  ln order to effm tively ux  staff tlm e ln the evaluauon

prcc ss.

* n e City n- .ds to m ake m ore effectzve ux  of their com m nsation surveys developing addltlonal (

analytlcal tœ ls and broader analysis so the C lty M anager and C lty C ounctl can m ake m form ed E

comm nndon budget d= slons. ln pe cular, the City n* s to develop, through lnternal or )
external sources, more indepth informatlon on private market jobs ln evaluating professlonal E(
and m anagen al m sluons. E

(

(

* n e classlficatlon sm m turees should be slm pllfied. n ere should l>e tw o bu lc structures E

((Exem pt and N onexempt) wlth pnclng m llcy llnes for slxclsc m arket lssues. (

i
* n e step system s should be kept for labor/trade, m lice, and 5re m sltlons. C onslderauon 1

lshould be glven for usm g sh ll or m ent bnqlvl pay m  a step tym  system  ln order to bnng these 
j

groups m to the spln t of com m nsatltm  tled to m rform ance. A ll other Job tyv  should be put q

ln an OW n range W lth W d orm ance lncremtlu . 1
l

* n e C lty should concentrate on the lm plem entatlon of thelr N rform ance m anagem ent program  j

contractlng w lth outu de vendors to enhance the prc ss and ta ln 1 1 m rsonnel. (
)
lA ll of our recom m endatzons are deslgne  to m ake the com m nsatlon program  m ore effectlve

, j
adm lm stratw ely eftk ient, and m otw atlonal for the C lty em ployees. n 1s ls not a cost cum nF lssue j

w here the C lty can save m oney on the salan es lt pays. n e C lty m anagem ent and C lty C ouncll should l
look fQr efficlencles and productlvlty lncreases and lf thls low ers total com pensatzon. as lt should, a11 1

lof us w l11 be 
w Tnners j

l
l

(

(
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(

(
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EM EC LITIVE  JUM M A RF

Im O D U O O N

n e % nests subp oup rened on a num % r of external resotlrœ s in developing t%

reœ m m endauons snm m nn'- d in tbks report n ese ind uded dim lu iozks w 1u1 c ty

staf m em bea  reports by tbe c ty's benest consultaats, projectioas by tâe

inclzm bent insurnnce enm 'er and survey inform ation provided by tbe c ty. n e

subp oup did not ve*  the = uraq  of these sourm  although we are O v dent

that our œ nclusions are o uni

n is sed ion of our rep m  sets forth our basic sndtngs' and reœ m m endatiom

w itbout am plifcauom  In subsequent sed ions w e have olered supm rtm g' e 'bia

n e reœ m m endauons m ade in tM s reN rt w ould result in a œ m m uuve Y nest

program  and prod de F eater opm rnm lty for em ployees to eblm se t110x  % ne5ts

w bich O t m eet tbeir ne-*h n e eFed  of these changes w ould lx  to reduœ  tY

City's annual O st Y  over D 2M M  or 15%  of payrolt

In adé tion we have pro- d sie ' cant cbanges to tbe way in whicb future

ree ees w ill reœ ive healt: v erage. O ur rem m m endation to adopt a plan whil

œ nm Y utes a sw cised dollar am ount hn- ,l on R rviœ  for ree ee m edieal

toverage is eseim nted to reduœ  future exm nse by m m t half w M le providing a

very œ m petitive Y nest to career em ployees.

Finally. it sbould 1x  noted that t:e c ty hal reœ ntly iniuated a sepa te study to

evaluate Y nest redesiR  and m ediœ  œ st 0 v11+  œ nœ pl . W e w ould ev ,d

that study to com plem ent and expand upon tbe w ork of tbis subv oup and lead to

ef ective change beginning not later than luly 1, 1993.



B A SIC  B E N E FIT O BJEC I'IV E S

It ks the reœ m m endation of the benests subgroup that the C lty's benest system

supN rt the following bmsic objedives:

. T o provide needed G nests tbat are reasonably œ m m tiuve

. T o provide benests tbat are œ st esective and cost shared w here

appropriate

. T o oFer G nest choices w here appropriate and feasible

B A SIC  B E N E F IT  F IN D IN G S

R- .H on tbese objedivem our aiummqions and review of relevant informndonv the

G nests subgroup ofers tbe follow ing observauons:
I

. In gene<  tbe current m tem  is fully œ m le tive w11  1= ,11 public

and priu te œ m le tors.

. % m e areas sbow  G nests ae e tbe no>  salch as in basic

retirem ent benesx  basic life inmlm nœ  coverage, cost sharing for

m edical and dental G nests and azvvnnl of vne on dap .

. O tber areas sbow som e desciendes, such as tbe lack of a 401(k)

m atch  no long term  Hlu bility v erage during early em plom en:

and lnmlm cient G nest choix



a From  a cost perspective, tbe (211  needs to readdress the desin  œ st,

and ca t sbaring prae ces ate butable to em pll ee and retiree

healtb coverages. n e City is not subjed to reœ gnizing retiree

healtb liabiliues on the > e basis as the private e nr, but the

ee atm g' eost lor 1m 11, aa ve and retiree beall  > erage ks an area

of major œ nœ rm

SU M M A R Y  O F BE N E FIT  R E C O M M E N D AT IO N S

n e Y nests subg oup reœ m m ends tbat tbe follow ing changes lx  œ nsidered:

. M edical Plan for aœ ve em ployees:

-  M ove to M anaged Care œ nœ pt w1t11 *  œ verage for 1 -

network use and * %  œ verage for ouse f-network cbarges.

f

-  M d a x œ nd m edical opuon requiring a $4*  deduch-blm

-  Readjust cost sharmg' w1t11 employeew requiring employees to

pay 10%  of tbe higb opuon single em ployee G erage, and

pb-  in to em ployees paying 5%  of fam tly' O verage A t

Add m ultiple de- ndent c t breakoul (e.p. employee plus

one, em ployee plus twol.

-  A dd w ellness featureâ to tbe Ph n, ind uding a $1œ  annual

allowanœ  tow ard the O st of an em ployee php ical.



. M edical Plan for retirees:

- -  M ove to M anaged Care concept to parallel changes for active

employees.l

- - .  E stablis: a separate prem ium  structure for retirees based on

ad ual retiree clnlm q a114 pbase im o tbis struetare for retirees

over the next 3 to 5 y/u m .

$ Readjust cost skaring approach (wbere permitted) lo pnallel
l stratep for active employee coverage

.

- -  c ange œ st sbaring approach for em ployees reiring after

July 1, 1O 3 to desned œ nm Y udon approach for tbose w itb

at least 15 years of sezviœ . n e c ty's œ nm -bution œ uld %

as foll- :

-  $50 N r yea  of servix  for retirees under 65

-  $25 m r year of R rvice for ree ees over 65

n e re* ee w ould pay the balanœ  of any prem inm q due.

. œ ntal Plan:

-  M d a D ental M aintenanœ  Orpanizauon (DM O ) opuon for

em ployee eled iom



-  Readjust cost shadng w11  em ployeu  requiring em ployees to

pay at leat 19% (but not less tban :2 per montb) for single

coverage and 1œ %  of fnm lly coverage. A dd m ultiple

deN ndent cost opuons.

. Survivor B enesl :

-  C ontinue cu rrent basic life toverage of 2 tim es pay.

-  m lete bM ic m atching A ccidental m ath and D ism em % rm ent

(AD& D ) coverage and replaœ  w1t11 5 level voluntary

em ployee paid A D & D  P1an.

-  Inc en-  voluntary em ployee paid W pendent u fe 'nmlrnnœ

opuons to $5,%  and $10.*  for G ered de- nden+

t 
.

. n lu bility lnœ m e:

-  Continue = ent Sick taave and Sbort T erm  n lu bitity m xnm

-  M d a separate tong Term  n l'u hility PIM  to cover th-

w 11  1-  1:=  5 years of service e o are not yet elipx le for

LD  under the State's R etirem ent Plnn.



* r tm e O f B eneo :

-  C ontinue current vaœ tiol  holiday and leave practiœ s.

w R etirem ent B enestt

-  Since C ity participates in State nm  system s. conunue current

Pla .

ï

I



SU M M ARY  O F C O ST IM PLIC AT IO N S

B ased on our review  of ae able data and the estlm ntes of the consultants and

inmlrance carrier, w e Y lieve that the m lve recom m endauons w ill bave a flrst

year im pad  on C ity costs as fon- :

C o bq '

A R E A IM PA U

. M edical - A d ive
-  M anaged Care and dual m edical option ($1,R ,e )
-  Em ployee prem ium  ( 675,* )
-  De- ndent premium ( 475,* )
-  New employee phpical (70%  tlsel + 329.%

NET AC IIVE ($%621,e )

. M edical - R etirees
-  M anaged C are and dual m edical Included

option in ae e
-  Retiree prem ium  ($330,e )
-  W 'pendent prem ium  ( 21* .(*

t Ng r pm w sp ($sx ,% )

. D ental
-  Employee premium @ 113.e )

. A cddental D eatb and D ism ema rm ent R letion) ($1X ,A )

. Im ng T erm  n lu hility + 79.*

D TAL NEV  SAG GS: ($37* e  )

M  PER C EN T  O F PA Y R O IX  23 %

($130,(m e  Fudm ntel



EX EC U T IV E S U M M A R Y

T he follow ing represents the vlew polnts of subgroup m em bers in fegard to the use and desîgn

of Incentlve program s for city w orkers. A  m ore detailed review  is covered ln S ection D :

A ssessm ent

* C urrent cîty incentive program s do not receive enough funding to be m otivatlonal to city

em ployees and therefore lack effectiveness.

* Incentlve plans that are currently in place are not strateglcally aligned w ith clty objectives
and buslness plans.

R ecom m endatlons

* Incentive plans w ork because they focus em ployees, indîvidually and collectlvely. on

objectives to be accom plished.
* T he city should m ove forw ard w lth the design and Im plem entation of em ployee Incentlve

plans as part of 1he tetal com pensatîon package for city w orkers. T his w as also the

recom m endation of the 19 8 9 S tudy T eam  (see appendix - S ectlon E)

* R ecom m endations on incentive plans should be Inteqrated w ith other cash com pensatlon

program s and changes resultlng from  the review  of base salary program s lo form  a lotal

casb com pensation package for city em ployees.

lncentive D eslo n

* Incentive plans should have a strateglc focus and be Iinked to city busîness plans. T hey

should also be self-funding and designed to result ln a shared partnership betw een clty

em ployees and taxpayefs, provldlng a rew ard fer em ployees and cpst savlngs or lncreased
î l f sew ice for 'axpayers

.v a  u e  o

* Incentive plans should be tailored lo m eet the needs of the organlzallon w lth the reallzatlon

that eone size does not fit aII.*

* Incentlve plans should be team -based at tbe unit organizatlon level.

Im olem entatio n

* T he city should not m ove forw ard w ith final design of incentive plans until the service

Inventory. prlvatization, and restructuring efforts are com plete.

* T he ci&y should en sure tbat a quallty goal setting process is in place and lhat m easurem enl

system s are established to m easure and m onîtor progress of incentive m easures.

* T be deslgn and im plem entatlon process should Include em ployee involvem ent lo ensure

successful results.

* T be 5 nal incentive design process should be lead by 1he clty's H um an R esource D epartm en'.

* T he city sho uld assess the readiness of the w orkforce to change and lo m ake a cultural

shift.

C om m unlcatlon s

* T *e cîty should establish com m unlcatlon channels that clearly and reqularly com m unicate

1h e status of actual eesults ve rses in centive plan m easures.



C IT Y O F C H A R IO H E

EFFIC IEN W  m  C IW  G O V E

m C E N T IV E  R E W A R D S SIJB G R O U P

R EC O M M E N D A TIO N S

SU M M A R Y  P O IN T S

R ecom m endatlong:

1. n e C ity should m ove fo- ard m tll deslgn and lm plem entatm n of m ty-m de em ployœ

incentlve plans, but only after a decision hms boen m nde regardm g tllt pnvao tlon of city

m ICZ S

2 n e incœ ve plans should have a s% teglc focus and be llnked to clty buslness plans. n ey

should also be self-fundm g and deslgne  to result m  a shared pa ersbip betw een clty

e loyees and taxpayers, provldm g a rew ard for em ployees and cost sm ngs or 1ne- *

value of servlce for taxpay=

3. h s pm  of im plem entatlon, the city should ensw e that a quahty goal e ng process is m  ph oe

and that m e>m.e- ent syeem l are establlshed to m easure and m om tor progress of incm m ve
goals

P rot-  for M oe g Forw e :

Include  m tlle reczammendauon package develoe  by the Incenhve Rewards Subgroup is a
m v el for m cm tlve plan deslgn and a prx ess for m ovm g fo- d m i  Gnxl pl=  demr . n e

*  fo=  recc= ends that the H um nn Remnnr- m Stas le  this esnm
l

4

Significu ce of C hange:

In= tive plans work l.ez--m.- + ey f'vn'i c ployo  individually R d oolle vely, on obj= ves
to be nrr.nm plisle  A  m tp w iA  inoentivt pl=  w ill assist in uniling = 4 fam lmm g city w ork-

on oom m on objectw e.s + at will conm-bute to em cim cy in city governmœ t.

Im pad  of C lm nge:

If deslr ed prov ly m cenhve plans = 1 result in no additlonal cox (em clency unprovem c ts
ofrx t cost of m centlve pam = ts). An incc tive plân is com pene on delivery tx l that allows
an em ployc  to deliver com - sation in a very m isc and fnnn-  m nnnœ . Rv -q,.-  + ey art

paid out in tbe form  of lum p-s=  ,.*m% N m ents they do not add to sxd  costs or im pact

benefits costs.

c ost to Im plem ent:

Indeterm m ate at thls tlm e A ddltlonal costs art antlclpated assoclate,d m th the esu bllshm c t of

m emsurem ent systezns and com m um cauon to em ployees. but these arelustlsed and benesm al



M  E M  O  R A  N D U  M

M a r c h 2 4 , 19 9 3

T O : M a r a nd C i ty  C o un c l l

F RO M I 0 . e n d e l l W h it e

C it y  M a na q e r

R E : T a sk F o rc e R ep o r t o n C oM p e n sa t io n

A t ta ch e d a r e tw o p ie c e s o f in fo rm at io n t h a t m a y b e h e lp fu l a s y o u

re v iew  t h e c om p e n sa t io n re p o r t .

T he f ir st is a sum m a r y o f c om m e n t s I se n t t o D o n J o h n s o n t ov e r ing
flnd in q s a n d r e com m e nd a t lo n s ln th e ir r ep or t . O v e r a l l e l t w a s a

q oo d r ep o r t w ith m a ny r e c om m e nd a t io n s p o in t ïn g l n t h e sa m e
d ir e ct i o n a s w e a r e h ea d in g in o u r re v iew  o f b e n e f it s . T h e r e a re

s om e re c om m e nd a t io n s a n d fln d ln gs I q u e s t io n a nd t h o se a r e

ld e n t i f led in t h e a t t a c h e d s um m a r y .

T h e s e c on d a t t a c hm e n t i s a n o v e r v iew  o f p ay c a t e g o r ie s fo r C ity
em p loy e e s . C ou n c i lm em b e r M a ng um  h ad e a r l ie r a s k e d , ''W h a t is t he

average sa lary fo r C fty em p loyee s r ' In answ er ln g th at qu e st ion ,
w e a lso p r ep a r ed o t h e r s a la ry  in fo rm at io n w h tc h w e b e l le v e c o u ld

b e u se fu l in y o u r d is cu s s io n s .

R e v ie w  P r o c e s s

T h e P e r s on n e l and F in a n c e C om m it te e m e t o n M o n d ay , M a r c h 2 2 , t o

re v iew  o u r ln it ta l r e c om m e nd a t io n s o n t h e h e a lt h in su r a n c e

p ac k ag e . A s p a r t o f th a t p r e se n ta tfo n , o ur H um a n R e s ou r c e s s t a f f
c om p a r ed ou r r ec omm e nd a t io ns w it h th e t a sk fo r c e r e c om m e n d a t lo n s .
A ft e r C ou nc l l h e ar s fr o m  t h e t a sk fo r c e o n M o n d a y , M a r c h 2 9 , th e

Personne l and Flna nce C om m ittee w il l m eet ag a in o n A p r il 5 in
o rd e r t o f in a l ize r e c om m e n d a t io n s t o t he fu l l C o u n c i l .

T h e P er s on n e l a nd F in a n c e C om m it t ee w il l re v tew  r e c om m e n d a t io n s o n

c ha n g e s to o u r com p e n sa t io n a nd c la s s i ftc at io n sy s t em  o n M ay  5 .

c gm

A t t a c hm e n t



M ar ch  l 7 , 19 9 3

s n e K A o Y  o y  R E S P O N : E S T o  R E C O M M / H D A T I O N S o ,

T E E M A Y O R 'S C O M P E N S A T I O N  T A S K  F O R C E

C O M P E N S A T IO N /S A K A K Y  A D M I N IS T R A T I ON

* D ev e lo p a eom p en sa t io n a n d r ew a r d p h i lo sop h y .

W e w ill w ork w ith C ity Counc il t o dev e lop a com p en sat ion

philosophy which supports the city 's objectives and core values
and w il l commun icate th is ph ilo soph y t o th e ent ire organ izat ion .
W e w i l l fo l low  u p w ith m em b e r s o f t h e T a sk F o r c e t o r eq u e s t
in form at ion about g u id e lines fo llow ed in th e se org an izat ions .

* M ak e m o r a e f feo t iv e u s e o f c om p e n sa t io n su r v ey a to b e t k er a ss i st

th e c ity M anaç er and c ity coun o il in m ak ing in form e; comp en sa t ioa
d ec is ion s .

T h e T a sk Fo r c e o n ly u se d p ay d at a c om p i le d b y t h e c ity 's H um an
R e s ou r c e s D ep ar tm e nt in ar r iv ing a t t h e ir c o n c lu s io n s . W e h a d

h o p ed t h ey w ou ld su p p lem e nt o u r d at a w ith o t h e r p ay in fo r m a t io n
av a i la b le t o th em ; h ow ev e r : it is o u r u n d e r st a nd ing th is w a s n o t
d on e . W e h av e tr ïed on a regu lar ba s is t o co llect a broad er b ase
o f s a la ry in fo rm at io n fr om  lo c a l c om p a n ie s , bu t th ey ar e

u nd er st andab ly re lu ct ant to sh are d ata th ey c ons id er
con f id ent ia l . W e annu a lly surv ey a larg e num ber o f loca l
c om p a n ie s , bu t t yp ic a l ly h av e a lov  r e sp o n se r at e o f a r o u n d 35 * .

Because we compete for many of our jobs locally, we will ask the
m em b e r s o f t h e T a sk F o rc e fo r a s s i st a n c e fo r ob t a in ing m o r e
p r iv a t e sec t or p ay d a t a .

* s im p lify grade and sa lary rang e stz u c tu re s .

We agree that there are too many pay grades for clear grade level
d iffere nt iat ion and e ffect iv e adm in zstr at ion . W e h av e a lread y
b eg u n t o d e s ig n a n ew  p ay st ru c t u r e a n d a r e ev a lu at ing a r ea s in

vh ich w e can increase automat ion .

* Dev elop a m er it increas. gu ide ba sed on p er form ance (p ercentage
ia er e a s e d e term in ed b y p er fo rm a n g e le v e l a a d a p p rop r ia te c on tr o l
p o in t y w ith a 3% - 4% d if fer e n t ia t io n b e tw e en p er fo >- x n c e

lev els ).

A ut om at ic increase s ar e not th e m o st ap p rop r iat e u se o f av a ilab le
c om p e n s a t io n d o l la r s a nd p er for m a n c e m u st h av e a c le ar im p a ct o n

p ay in creases . W e cu rrent ly h av e a p er formance-b ased p ay
st ru ctu re for p ro fes s iona l and m anag er ia l p o s it ion s ; h ov ev er :
bu d g e t c on st ra int s h av e im p ac t ed o u r a b i l it y t o im p lem e n t ou r p ay

fo r p e r fo rm an c e p lan . W o rk o n th e M a n a g em e n t -By -R e su lt s p ro g r am
is w e l l u nd er w ay fo r e x em p t a nd m a n ag em e n t e m p loy e e s . R ev is io n



P ag e 2

of the performance appraisal system for non-exempt positions h:s
been temp orar ily put on ho ld du e t o th e need to m ov e c ity
em p loy ee s arou nd to n eet th e g oa ls o f r ight s izing . How ever , w e
a r e p r o c e ed in g w ith th e d ev e lop m e n t o f p e r fo r m a n c e in d ic at o r s
fo r n o n - e x e m p t e m p lo y e e s a nd v ï l l b e g in u s in g th e s e m e a s u r e s a s

a p a rt o f t h e ir e v a lu at io n th is y e a r .

* Rethin step system s for labor/trad* : po lica and fire positions .
con s id er u s inç sk ill or m er it b a sed p ay in a step sy stea  in ord er
to t ie c oM p e n sa t io n t o p er fo rm a n e e .

w e w ill con s ïd er ïncorporat ing th e u se o f sk ill or m er lt based

pay into a step system for labor/trades and public safety
p os it ion s . Th e p ay sy stem for th is g roup is a cr it ica l d ec ision

since our combined labor/trades and public safety positions
r ep r e s en t a p p r o x im a t e ly 6 5 p e r c e n t o f th e c it y 's v o rk for ce .
B e c au s e t h ey a r e su ch a la r q e p o r t io n o f em p loy e e s : t h e is su e s o f

p erce iv ed equ ity and fa irn ess w ill h av e to b e w e igh ed h eav ily .

@ L onq ev ity p ay is no t p er fo r-xn c. d r iv en an 4 cou ld b e u sed for

pro4uotiv ity /performanee avards . consider a payout option in
o r d er to d is g o n t inu e g r ow th o f t b e s e d o l la t s in fu tu r e y e ar s .

Lonqev ity p ay w a s e lim inat ed for a l l em p loy ees h ired a ft er 198 3
in exch a ng e for a p et form ance ince nt iv e sy stem . Th e incent ive
p r oq r am  w a s c a n c e led by c ity c o u n c l l in 1 9 R 0 . A n y e l im in a t ion o f
lo ng ev it y p ay fo r t h o se em p loy e e s s t i l l e l ig ib le M u st b e
con s id er ed in th e context o f th e C ity 's ent ire p ay and bene fits
p roqram . Th is w ill be an ext rem e ly sen s it iv e issu e w ith
em p loye es now rece iv ing longev ity p ay .

* Implement a diaciplined job ranxing system based on cohsistent
com p en sab le fa c to r s .

W e a re c o n s id e r in g a lt er n at iv e s su c h a s lb r o ad b a n d in g l th a t m ay

or m ay n ot r eq u ir e d ev e lop ing a form a l p o int fact or sy st em .

* T h e c ity sh ou ld set its p ay aq l in st th e m ed ian o f th e m ark et
rather than u sing the th ird quattile as is th e c ity 's present
p r a e t il e .

T h e s a la ry d a t a u sed by t h e C it y fo r c om p a r is on p u rp o se s is

c o llect ed in th e sp r ing o f each y ear ; h ow ev er , ty p ica lly p ay
r a n g e ch a n g e s a r e n ot im p lem e nt ed u n t i l t h e b eg in n in g o f t h e n ext

fiscal year . Since these adjustments do not reflect
changes/increases granted by other organizations for the nev

fiscal year , the City continues ty compare and pcatch-up/ the
following year . This cycle of lagglng behind projected increases
o f oth er org an izat ion s h as som et im e s re su lted in b e ing le ss than
c ompet ït fve ev en th ough th e h igh er th ird qu art ile comp ar ison w a s

u s ed .



P ag e 3

In add it ion : we do not rece iv e adequate pay data from the pr ivate

sector for all our jobs. Therefore, using a lower standard of
m easur em ent such a s th e m ed ian cou ld fur th er d istort a
d et er= inat ion as t o ou r c oM p et it iv e po s it ïon .

The Task Force recommended the followtng major changes to the
emp loy e e in su r a n c e p r o g r am :

* Imp lem ent a m anag ed c are sy stem
* Sh ift c o st s s o th at em p loy e e s an d r et ir e e s v o u ld p a y a g r eat er

p ort ion o f p r em iux s
* Establish a sep arate p rem ium structure for ret irees

, b a s e d o n
a e t u a l c la im s

* Bas e contr ibu t ion by th e C ity for ret iree p rem ium s on years o f
serv ice

@ Prov id e add it iona l ch o ic es for fan ily cov erag e b ased o n num ber o f
d e p e nd e n t s

s ince octob er : th e C ity h a s b een in the p roce ss o f r eb idd ing the
ent ire emp loy e e insuran ce p ack ag e . Th is k ill inc lud e incorp orat ing

a managed care program and several major changes/employee choices.
A c omm itte e o f C ity st a ff , w ork ing w ith th e Hum an R esources
Dep artm ent : w ill eon s id er a ll o f th e Task For ce 's r ecom m end at ions

.

emp loy ees w il l p erce iv e th e h ea lth insuran ce ch ang e s re comm end ed by
the Tasx Force as be ing a cut back even though m any of the
sugq est ion s ar e g ood o ne s . Th e recomm ended be ne f it ch ange s for
r e t ir e e s v i l l b e e x tr e m e ly  c o n tr o v er s ia l a nd w 1 l l r e s u lt in a n out

pour ing o f st ro ng n egat iv e r eact ions from  ou r r et iree p opu lat ion
.

IN C Z N T IV E /B O N U S /P E R T O R M A H C M S Y S T EM B

@ M o v * for v a r d w f th t b e d e s ig n a> d im p lem en t a t io l o f em p loy ee
in cent iv e p lan s , b u t on ly  a ftat a d ec ision is m a d e r ega rd in q th e
pr ivat fzat ion of C fty ser vices .

A s a re su lt o f th e la st com p en sat ion stud y in 1989 , w e are
im p lem en t in g  a n ev  p e r f o rm an c e e v a lu a t ion  s y s t em

.  W e w er e
adv ised not t o in it iat e p er form ance pay u nt i l th at w a s comp leted .

We also lmplemented a small payment ($25 $50: $75) incentivef
pr ogram on th e adv ise o f th e A dv isory Comm xtte e ; h ow ev er . it v as
n o t fu nd e d in FY 9 3 b e c a u s e o f bu d g et c o n st r a in t s . It is n ot

c lear why in cent iv e s sh ou ld n ot be im p lem ent ed p r xor t o th e
dec ision be ing M ade regard ing pr ivat izat ion .
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CITY m Npca ,, ogvcgM EM OR O W

T 0 : Pam  Syfert

Depo  City M anager

FR O M : W llllnm  H . W ilder

H um u  Rexm rtvtt

D A 'I'E : M arcb %, 1A 3

SIm IE W : A ddluonal Inform auon on H y D lstnbufon for City Em ployw

n e H um an Resources staff has prepare  several chxrtl w hich provide inform auon about the

salanas of our w ork forœ . A lso, w e have noe  V ow  som e intenuting facts about em ployœ

pay dlstrlbution breakm in? (50% , & % , 75% , e< ). It is frm uenoy difscult to brenk this data
at specific m rcentage.s because of the laq e num ber of em ploy=  a lgned *  Ilay stem . For

exam ple, 3229 employ=  (73.6* ) are below $32,1*  but, lM use there are a large numY r of

employ=  at $32,168, 33M  employe  W .2%) are * ow $32,2* .

W e have include  only data for our m rmanent, fum um e work forœ  of 4386 employ-  (we
have 31 m rmanent part-time em ploy= ). n ese data were current as of early M arch, 1* 3.

* 1M  em ploy-  (45.4* ) earn 1-  than $15,3*
* 2639 em ploy-  (60.2* ) earn 1-  than $:7:8*
* 33:5 em pb y-  (r .2* ) earn 1-  t11%  $324 *
* 3959 em ploy-  (0 .3* ) e.a0  1-  than $41,1*

* 4205 em ploy-  (95.9* ) 0 r11 1-  than N 5,3*

* n e average salary for all em ploz-  ks $:8,* 3
* n e avem ge W ary for our 35œ  nonexem pt em ploy=  ls $24.697

* n e avem ge &11ary for ollr 877 ezempt employ=  (which includea 257
employees in the Public Safety Pay P1an) is $41,594

* n e avem ge W aries by pay plan is show n on an attachM  chart

W e have also show n som e com pqrative data for avem ge w orker w age for this gx gm phic %- 4.

U nfortunately, this informauon is x mewu t dated (Decemu r, 10 1). If you lmve any

questlons about the data , plea-  contact m e.
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E M P LO Y E E D IS T R IB U T IO N BY  PA Y  P LA N

C ITY O F C H A R LO TT E

Sr Mana ement 261.

Exem t 5331.1

G eneral 2143

49%
M anagem ent 61

1 %

P ub llc S afety 1622

37%
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T h o u sa nd s

$30 954

erage s a a :$2Bo7a
$22.244

$0 G
eneral Public S afety Exem pt M gt S r M gt

Perm anent Fu ll T jm e E m ployees as of M arch, 1993
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N U M B E R O F E M P LO Y E E S

rn h' v  1 12 8>

680

597

279
238

20Q . - - - - . j 6F - - . - - - - -

61 sl
23 2:

0 $15 
< $15.$2: $2Q.:25 $25-$3Q $30-$35 $35.$40 $40-$45 $*5-$5Q $59-$:0 $:Q-$T0 $7e >

SALARY (THO USANDS)

Perm anent Full-Tim e Em ployees as of M arch, 1993
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PE R C E N T O F W O R K FO R C E

30 %

2 6,2%25
. 7%

15.5%

6.4%
5.4%

1 .4%  1 2%
' c 6%  0 5%

0 % $15< $1 5
. $20 $20-$25 $25-:30 $30-$35 $35-$40 $*0.$45 $*5-$$Q $5:-$:0 $60-$7: $70 *

SALARY (THOUSANDS)

Perm anent Full-r lm e E m ployees as of M arch, 1993



AV E RA G E SA  RY FO R C I O F C H A R LO TT E

C o m p ariso n to Average A nnual S alary

M ajor North Carolina C ities

T ho usands

$35

$ao - . . oa-ao: - . - . - - . - $2:-:1a - - - . - s2a,6ag - - - - - - - - - -.%J4 w 
ggy ooj

$26.61 2

$0 CHARLOTTE Durham  G reensbo ro R aleigh W insto n-s alem

A verage C harlotte city em ployee salary as of M arcb, 1993

Average annual salaries for other citles as of January, 1993 except Durham (July, 1992)



C O U N C IL  W O R K SH O P

A G E N D A  ITE M  S U M M A R Y

T O PIC : D lscusslon of M ayor's Pn vatzahon T % k Force R em rt

K EY IO W I'S tlssuu , C ost, C hange in Policy):

O IV IO N S:

CO UN CD  D ECISIO N O R D IR FA TIO N R FQ U FSTED :

n e T ask F orce presente  thelr lnten m  rem rt to C lty C ouncll on M arch 1, 1993 n ls ls

C ounm l's opm rtum ty to discuss the Task Force's 1.* 11 m tll m em bers of the T ask Force. N o

actlon ls rm uested

A W A C  :

- pn vauzatlon T msk F orce: Inten m  R eN rt
- M anager's R esm nse to Pn vabzatlon T ask Force R em rt



P R IV A T IZ A T IO N  TA S K  F O R C E

lnterim  R eport

M arch 1, 1993

Stan Vau ghan, C hairm an

M by tow ea v ce-c hairm an
D ieter M auss

Bam ey taw son

John M cA rthur, Jr.
R andal A rthur

D ick Sahlie

H erb W atkins



m  M am r Rachard M nrool

FRO M  Pnvatlzauon Task Force

SU B JEC T Intenm  R eport and R c om m endauons

DATE January 25. 1993

n e purpow  of thls report ls to prtsent you w lth an lnten m  report about tht Pn vauzauo: Task

Force's w ork to date

O n M ay 27, 1992, you appom ted a Pnvatlzauon Task Fo=  to study the feaslbtllty of pnvauzm g
selected C lty acuvlues n e T ask Fom e w as charged w lth evaluaung the servjces and faclllues
provlded by the clty to delennlne w hether there are areas ln w hlch those K rvlces m ay lx  m ore

effm tw ely and effim ently provtded by the pnvare = tor.

,11r  T= k F om e w aq requested to recom m end
1 W hat cntrna should te uw d to evaluate w hlch K rvlce,s ani or faclhues to pnvauze
2 W hat K rvlces and factlm e,s should lx  consldered for pnvatlzatlon

3. A  suggese  tlm eu ble for prtx œ dm g

T h:le are tw o generz m ethods of pnvauzm g m tlm m p;l activm es. O ne ls to contn ct out servtce,s
now  bem g ped bnned by publlc em ployœ s. n e other ls to sell, or franchlse, busm esses.
lnfrastrucm re, and other facjllues. n e Pnvauzatlon T u k Fom e has concentrated lts effûrts, to
date, on contn cung servlces n e recom m endauons In tlms reporl are llm lted to contractm g of

servlce s

,rle  Task Force ls Y gm nm g to look m to the fea btlity of n- t pn vauzauon It u  pou lble * at tlus
xm n of pnvatlx hon w ttl offer addm onal opporo ues for fm anctal lx x fits to tlle C > . In vlew of
the w ork ahead, the Task Fom e v om m ends that our chn- r %  extended from  the onglnal

com pleaon target of January 1O 3 unu1 nud 1* 3.

0 +  report ls pm-qented m  the follow m g m anner:
1. R œ om m endatlons Sum m a y
II. Intre ucuon and B ackgm und on C ontrace g A rvlœ ,s
lIl R ecom m ended Pnnclples forc on% ctm g Sem =
IV Recom m ended A pproach and G m delm es fcrc on> tm g % ru ce,s

R E C O M M E N D AT IO N S SU M M A R Y

n e Task Fom e le eves that pn vanzauon inm atlves, w hlch m volve com N tzuon lx tw een the
pn vate and pubbc sectors. offer opportunm e.s for lm provlng the C lty's fm anm al condm ûn and

servlce dellvery to custom ers W e recom m end that lG fore tm plem entm g the pnvatizatlon
pnxess recommended llerem) the Cl@ ofcharlotte mf/rf a #(#lcy on #rlytlllztm tw  Se Y y
w e v om m end a pohcy that ts stm tlar one adop* d by thq FedeY  G ovem m ent in 19*3 It reads as

follow :

$$In the process of governlng. the G overnm ent should not com pete agalnst 1t$9
cltlzens ln recognluon of thls pnnclple. lt has been and contlnues to l)e the
general pollcy of the G overnm ent to rely on com m erclal sources to supply the

products and servlces the G ovelm m ent needs



T he G overnm ent shall rely on com m erclally avallable sources to provlde
com m erclal products and servlces th e governm ent shall not start or
carry on any activity to pro vid e a com m erelal product or service if
the p rod uct or service can be p rovided m ore econom ically from  a

com m ercial source.'' (em phasls added)

In lm plem cntm g such a K hcy. the C lty. not the pnvate K ctor, has the burden of proof to show  that
ln-house provlslon of the R rvlce m eets quallty guldehnes at the m ost econom lcal cost n e basls
for detennm lng w ho should provlde the K m ces the C lty offers ls preR nted ln thls report

Further. the Task Force recom m ends that

1 n e C 1ry undertake an tlggrer lve m tnanve to p n vanze acum nes w'hlcà m eet the prm cv les cad
gutdeltnes la thu  rep/rl

2 Approaches recommended heretn be followed to tzuure that each contract ts fatrly tm d
tm parttally ctlztçffp/w ltretf

J n e followtng acnmnes are c- n: the ccadltfale,ç for and Jàtllf!zf be connderedforfull or
w rr;cl contracang

Poltce zzG  Flre Conm um lcattou  .vzm z/aatla
M eterM atntenance catfRezzWlng Am ??w l Conwol
G rtm wz?c M œ ntenance Saglaeerlag
B utldm s M tllalentzace S- cm l Jerw ce,
E qutpm ent Jen qce, Ftnnnre

D O T Ca rrlzcrloa A  M am tennnre Poltce Records
F cler A  Jew er Ctv lrllclltw  flnd M am u nance F Y er Puntpm s A rrezz- ar
F r lew lzer Treatm ent O- rcrlx  speo al Frtn w rrlatm

Convmmlcatmu  zznzlln/br- /l/a Servtces

Not all acnvtnes can be selected at oncefor prlvlllw ll/a- F e recommend 1e 1 the p llowlng
gutdellnes be lued to prltm pze the Jelecrlzm ofcnnmanus.

Polealltll cost savmgs (based on &ze ofbudget)
l'p?lpcc/ on lx cl tayn  (Genem l Ftmslacnmnes le uld be boke# atprst)
Stu.e oftw lem enm tton

4 C1@ staf  complete râe rew ew process Jor lue ag out Grsund.ç and Tree Aftun/e-zmr:
acnm nes zzp''l làe Ta k Force ?ntlalo r tlm t process

D urlag our rewew. we also revtewed the scope of work and cost of Santtatton and
C/plznunlcltltm.ç and lap rznallon Systems. n ele acttm tles c/uld be logtcal ccadltflle.ç for
subsequent rew ew  under 1/19  recom m ended procen .

IN T R O D U C T IO N  A N D  B A C K G R O U N D

Ltke m ost local governm ents. C lty of C harlotte exx ndlm rees ln v ent years have lncremsed w hlle
revenue lncreases have slow ed n ls sltuauon ls prevalent throughout the U nlted States and hms
accelerated a nauonw lde trend tow ard pn vauzatlon dunng the past tw o years State and m unlclpal
governm ents are. lncreaslngly. dow nslzlng and stream llnlng operallons Pn u tlzlng ls a pn m ary

strategy to accom pllslung thls

2
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LO T T E

M a r c h 2 4 , 19 9 3

M r . S t a n V a u gh an
C a r o l in a s M a n a q in g P a r t n e r

C o op e r s & L y b ra nd
N a t lo n s B a n k C o rp or a te C en t er
10 0 N o r t h T r yo n S tr e e t , S u ite 34 0 0
C h a r l o t t e , N C  2 8 2 0 2

D e a r  S t a n :

I w a n t t o t h a n k y o u a nd t h e T a sk F o r c e fo r y ou r w o r k t h u s fa r o n

p r lv a t iza t io n . I r ead th e T a s k F o r t e 's In t e r im  R ep o r t a n d
w a n t e d y ou t o h av e m y c omm e nt s p r io r t o y o u r m e e t ing o n M a rc h 2 9
w it h t h e M a y o r a nd C ity  C o u n c i l .

I app rec iate the Ta sk Force 's d eta i led and thouqht fu l ap p roa ch
in g e t t in g  to  w h e r e y ou a re t o d a y . It  is e v id e n t y ou s p e n t t im e

re sear ch ing the issue and learn lng ab ou t w hat w e do ln som e o f
o u r d ep a r tm e nt s . I b e l ie v e y ou h av e a ls o s e e n t ha t t h e C tty  h a s

p r l v a t l ze d  a lr e a d y  som e o f o ur  s e r v t c e s .

O v e r a l l A pp ro a c h t o E va lu a t l nq Pr lv a t l z a t f o n O p p o r t u n l t l e s

I b e lleve the approach y ou are recomm e nd ing . o f evaluat inq
p o s s ib l l l t le s fo r p r iva t iz a t l o n a n d  t h e e n t e r in g in t o a f o r m a l

b id p r o ce s s , is a w o rk ab le ap p ro ac h .

So m e o f ou r d ep a r tm en t s h av e t rad ft to n a l ly  b e n c hm ar k ed th e lr
c o s t s w it h t he p r iv a te se c t o r , b u t a fo rm a l b id p ro c e s s fn w h ic h
o u r d ep a r tm e n ts c om p e te on ev en t e rt s w lt h p r iv a te b u s in e s s is
o ne w ay  t o d e te rm in e t h e m o st c o s t e f fe e t iv e p r ov id e r .

A s y o u p o ln t ed ou t , th e c r it ic a l fa t t o r s o f su c c e ss a r e :
''c lea r : concise contract sp ec iflcat to n s ) exp erlenced co nt rac -
t o r s ; t h e e x ls t e n c e o f c om p e t i t i on ln  t h e m a r k e tp l ac e ; t h e

ab i l ity t o rep la c e o r p en a l i ze c o n t r a c t o r s in a t im e ly  m a n n e r ;

and y a c lo se , accurate m on itor ing o f c ont raetu a l per form a nce o''

T he p rocess y ou recomm end lead s to an eeo nom ica l so lut io n ; how -
e v e r , I h a ve so m e c o nc e r n s th a t c o s t l s n o t t h e on ly  fa c t o r t h a t

e le c t e d o f fic ia ls s h ou ld u se in m a k tn g a d e c is ion t o p r lv a t i ze .
I 'v e e n c lo ae d a s ho r t a r t lc le fr om  a r e c en t l s s u e o f G o v e r n i n q

w h ic h r a ise s s om e o f th e p it fa l ls w m n e ed t o loo k o u t fo r a s w e

m o v e fo rw a rd .

ONice ofthe CIN Manager 1%  Ea< e udh SkeM  ChadoqeINc 28202Q :*  AM4 312241



Po t e n t ia l Im p a c t o n Em p lov e e s

o n e o f y o u r r e c om m end ed  p r inc tp le s c o v e r s t h e tm p a c t o n c u rre n t
c ity  em p lo y e e s . I a g re e th a t w e s h o u ld in c lu d e In e a c h p r iv a t t-
za t lo n ev a lu a t io n a n a s se s sn e n t o f t h e e ffe c t o n em p lo y e e s a n d

recosm end a kkon e Jor hand llng a ny nega t lve imp a c t .

Im p l em en t a t lo n o f Re c om m e nd ed P r o c e s s

A s the Ta ak Forc e conc luded , eaeh Pr lva tlza t lo n opp o r tun lty w 1ll
req u ire a lo t o f t im e and e ffort . E ffort w ill n eed to b e
e xp e nd e d in t h e d e p a rtm en t s t o p r ep a r e d e ta i le d s p e c i f tc a t io n s
fo r r e q u e s t fo r p r op o aa ls , th e P u r c ha s fn g D e p a r tm e n t w 1 l l ne e d

to adm ln iste r the b ;d process inc lud lng p re -b id c on fe ren ces y
b id op e n in g a nd c o nt ra c t p re p a r a t lo n fo r c o u n c l l a p p r o va l : a n d
a n e v a lu a t io n w i l l n e ed to b e com p le t ed r e g a rd in g t h e p o t e nt ia l
fm p a c t o n C it Y  e M p lo y e e s .

I w 1 l l r e c om m e n d t o C ity C ou n c i l a n am e n dm e n t t o t h e p r o c e s s y o u

h a v e su g g e s te d . B e fo r e sta f f e xp e nd s t he h ou r s a n d h o u r s o f
w o r k t o b r in g th e p r iv a t iza t io n p r o ce s s t o a d e c is lo n p o in t

y I
belleve that Council should first approve the dïrectïon (of
privatization ) for that particular servtce .

T h is w i l l k e ep u s from  e xpe n d in g o u r r e s ou r c e s o n a p r iv a t iza -

tion opportunfty which the malorlty of Councll does not
s u p p o r t .

H e a lt h In su r a n c e C ov er a qe fo r P r tv a t e S e ct o r Em p lo v e e s

I a m  aw a re t h a t th e T a s k F o rc e d ts c u s s ed t h e is s u e o f r e q u ir in g
p r iv a t e s e c t or  f irm s to p rov id e a m in im um  le v e l o f h e a lt h ln su r -

a n c e c o v e r a g e in o rd er to c om p et e fo r t h e C ity 's b u s in e s s . A s I
und er sta nd ' the T a sk Force b e liev ed th at t h is w ou ld b e a n
e xam p te o f g ov e rnm e nt in t e r fe r in g in t h % m a x ke t p lac e .

Other local governments which make such a requlrement (Phoenlx
and Los Angeles County ) cite that emp loyees of contractors
w it h ou t h e a lt h fn su ra n c e te n d to r e ly  o n p u b l ic ly -s up p o r t ed
h e a l t h c a r e f a c i l it ie s .

I w i l l re c om m e n d t h a t C o u nc i l c o n s id e r t h i s i s s u e b e fo r e

flna lizing fu tu re pr lv at izat ion opp ortun it ie s .

O v e r s l q ht C o m m i t t ee Ro le

T h e T a sk F o r c e r e com m en d ed a n ov e r s àgh t r o le fo r a ''C kty  C ou n c l l
d e s tg n a t ed g r o u p '' t o e n su r e t h at y o u r r e com m e n d ed p r o c e s s ls

fo l low e d a nd t h a t c on t r ac t c om p l ta n c e is a p p lie d c o n s is t e n t ly  to
b o t h  p r iv a t e s e c t o r fl rm s a n d  C f ty  d e p a r tm e n t s .



W e a r e op e n t o w o r k in g w lt h s ta nd lng c l t l ze n s ' c om m i t te e s , a n d

d o so ln m any ae rv lce are as , b ut I th ink th at a ny ov er s lg h t
s h o u l d b e c on d u c t e d b y t h e e l e c t ed  o f fi c ia l s .

I w il l r e c om m e nd t o C ity  C o u n c t l t h a t o n e o f t h e ir st a nd i n g
c o m m it t e e s - -e it h e r P e r s o n n e l a n d F in a n c e o r  P u b l ic s e r v l c e s - -

a s sum e s t h ts o v e r s ig h t r o le .

c u r r e n t S t a t u s W it h G r o u n d s a nd  T r e e M a in t e n a n c e

T h e T a s k F o r c e r e c om m e nd e d t h a t w e ''c om p le t e t h e r e v lew  p r o c e s s

fo r b idd lng out G rou nd s and T ree M a intenance a c t iv it ies a nd t he
T a s k F o r ce m o n l t o r t h a t p r o c e s s e''

o u r L a nd sc ap l n q M a n a g e m e n t D l v l s io n h a s b e e n w o r k i n g t o w a r d t h a t

enu . We are mov tnq forward on a short-term plan (for this
grow inq season ) and a longer-term plan (when this grow ing season
ends next fall). I understand our staff w lll glve you an update
a t y ou r m ee t in g o n M a r c h 2 9 .

S h o rt -T e rm  P la n : S in c e w e a r e a lr e ady  fn t h ïs y e a r ês
g row in g s-e a so n a nd t h e L a nd sc ap ing D iv is io n h a s lo s t v a c a n t

po s itlo ns d ue to r igh ts lzïn g , w e * 111 b e c ontr ac t in g ou t
m u c h m o r e o f t h e ir w o r k . In t h e s h o r t - t e rm  t h e C l ty  w 1 l l
n o t b e a b ld d e r fo r t h e w o r k a n d w e w i l l e x t e n d e x l s t ln g
c o n tr a c t s a n d u se n ew  s h o r t - te rm  c o n t r a c t s w it h p r fv a t e

s e c to r f ir m s .

L onqer -T erm P lan : Du r ing th is summ er , w e w i ll d ev e lop
d e t a i le d se rv ic e a nd m a in t e n an c e sp ec i fic a t io n s fo r a
c om p r e h e n s iv e c o n t r a c t fo r b id d ïn g n e x t fa l l . W e p la n t o
u s e y o u r r e c om m e n d ed  p r o c e s s a n d w e p l a n t o b id fo r t h e

w o r k e a s w e l l .

A g a in z I th a nk y o u a nd t h e T a s k F o r c e fo r y o u r W o r k . I lo o k

forw a rd to see inq y ou on M ar ch 29 .

S 1n r e l y ,

0 . W e n d e l l W h l t e

C lty  M a n ag e r

E n c lo s u r e

c c : P r f v a t l z a t ïo n T a s k F o r e e  M e m b e r s
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n e Task Force has m et eleven um e.s slnce July and thoroughly and thoughtfully pursued our
charge W e have studled curm nt pnvattzatlon efforts both ln the C lty of C harlolte and natlonally
W e found that a large m alonty of cm e,s tlvougKout the country are actw ely purstllng the contracung
out of servlces prevlously m rform ed by ln-house personnel W e revlew ed a 1992 survey
(perform ed by the Reason Foundatlon) of the 24 largest cltîe.s m  the U nlted Stale.s w hlch fonnd that
all reaspondents contract out one or m ore servlces

Types of servlces bm ng contracted out are broad and cover the w hole range of servlce,s offere,d by

m um clpallnes H ele are som e exm nples

A dm m zsmallon D ata Pllx essm g Strœ t m am tenance
E m ergency Sem ces Sohd W aste T raffic Slgnalm

Stadlum s &  C ohseum s B ulldm gs &  G rounds Parka
W aterT reatm ent Plants W astew ater Plants C onvenuon C enz rs
Velucle M am tenanœ  A ccounung T ranslt O K ratlons

In C harlotte. pn vatlzauon has A n consldered a vlable opuon for servlce dehvery for m any ye>m
W e revlew ed exam ples ln w luch the C lty currendy contracts w lth the pn vate sector for sem ce

delw ery and exam ples m  w htch tlïe C %  b:d agam st tl!t pnvate = tor to w m  tl:e opportum ty to
prow de the servlce W e am  alsp aw are of the Clty's m ghtqln ng prx e.as and Y heve pnvao bon
ls a vlable strategy to acluevlng som e of the K ghtslzzng goals. 0 +  v ornm endauons are m tended
to endorse these past pracuces but also to accelerate the current and future uullzauon of
pnvatlzntlon for at!y and a11 R rvlœ.s provlded by the C lty

n e reason m ost clted for coneactm g out m um clpal servlces is to save m oney. (M e survey ciz d
cost reductlons m  the range of 10%  to 40%  n ere have > n m stances, how ever. w here
contractm g out lo s N sulted m  m cremœ  çosts and Keduced quahty M ost of ther  cnmex. w e
belleve. can be attnbu* d to poorly defm ed ccntract sy cltk ahons and/or m om torm g of contrate

n e T% k Force concludes that M neficlal = ults can be obtAlned only afler caleful cose nefit
analy=  are undero ken for each actw lty Y lng consldee . C ntlcal factors for surzvxq are. clear.
conclse conto ct specdk atlons. exm nenced contractors, the exlstence of com a utzon in the
m arketplace, the abtlity to m place or y nahzz con% ctors m  a um ely m annec and, clox . accurate

m olutonng of ctm tm ctual N rform ance.

For contracung out to lx  suenexsful, there m usî lx  an eltm ent of com w tm veness n ere m ust lx
an m cenuve to provlde servlce at low er cost C est analyK s of current m -house cos?  m ust l)e
m ade to docum ent acm al costs for x rvlces n ese cost analyx s m ust capnh-  every elem ent of

cost a œ lated m th the sem ce m cludm g overhead and depv latzon. as w ell as dtrect cosa In
addluon to detenm m ng actual coskq for R rvlce.s lt is to m easure and m om tor the qtu nuty

and quahty of w ork N rfonned in-house

For the K rvlce,s w e have m vtew ed to date. w e Im ueasled a total-cost appm ach w hen pmesenlm g ln-
house costs and we M uested detm led descnpuons of the 1 1. of w ork Y lng perform ed. W e
recogm zz that not all C lty achvlaes w zll have detazled quanuly and qualzty m easures of thelr w ork

readtly avatlable for pœ panng rexp est for proN sals from  pnvate r tor com pam es H ow ever.the
avatlablhty of thl: tym  of m form ahon ls a pm reqm slte for pnvao hon com pansons.

It also ls necessary to lvcogm zz that by contm ctm g out the C lty rem xnq the overslght responslbtbty
for the sem ces perform ed by the contractor and therefore contractm g out ls not free n e C lty
m ust recognlze that arl adm lnlstratlve cost for procurem ent and overslght ls lnvnlved m  every

contract T hese costs m ust l:e part of the com y tm ve bld com pm son

O nce coscs as w ell :Ls perform anct quantlty and quallty requlrem enB are oblecuvel) dclennlned.
com petltlve blddlng can provlde falr com pan sons of servlce levels and costs am ong vanous
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bldders n e C lty ltself m ay also l:e consldered a bldder Exm nences of other m unlclpahtles have
show n that the lntroducuon of com petltlon, w hether K rvlces are contracted or not. encourages

M tter m anagem ent and low er m ternal cosB

In the C lty of C harlotte. w e estlm ate that there are at least 19œ  em ploye'es w ho provlde R rvlces
that can l)e perform ed by pnvate buslness n e w ork y rform ed by these em ployees can be
com y tltlvely bld for potentlal unproved servzce and œ duced cose

In sgm m ary, through our revlew  w e have ldentlfied the follow lng benefits w hlch can result
through pn vauzatzon

* savm gs to the taxpayer through reduce,d cos?  to the C lty of C harlotte, or at least,

the ablbty to lzm lt exposufe to futule cost m cx qzu (of em ploye  l nefit and retgem ent
Progo m sl

* lm proved servlce dellvery
* com N utlon pnnclple lmstzm tlonnllylx.d w lthm  govem m ent
* expanslon m  lœ al pn vate = tor em plom ent and potentlal lncrear s ln tax

revenues (proK rty, corporate lncom e. )
* ablllty to em ploy speclallzed sktlls and resources that m ay not lx  avallable w lthln

govem m ent

R E C O M M E N D E D  P R G C IP L E S

O ur revlew  and dlscusslon of contractm g C ljy servlces have been gulded by the follow m g
pnnclples

1 M  seru ces prow ded by the C lty w hlch can lx  pum hnW  in the m arketplace
am  candldates for pnvatlzahom

2 C om petltlon is the pn m ary force that keeps pn vate busm ess efficlent
and fœ used on m eetzng custom er ne-zfq. n e C lty should have to com m te
and perform  ln the sam e m anner as dem anded for pnvate bustness to
conunue N rform m g serw ces

3. n e C lty and pnvate blddeo  w lll com y te N ually and successful btdders

wlll tv m omtored through a form:llx'zl (1th1111 Aw lrnnce prlm ss to mssure
quanutauve and quahtauve m easlm u  of servlc,e dellvery aze 1 m g m et

4 C ost calculatlons for m rfonnnnne by the C lty should tv  ca fully K rform ed
and evaluated to ensum  that % e'' com pansons can lx  m ade 0 *
C H UIV  A -76 prow des a ge  m ethodology for prepnnng and presenung
costs. n e Task Fo=  has calefully analyzed cose  for several actlvltzes and

has agle  fo an a= pu ble m ethod for dez nnlnlng m -house costs.

5 Pedbrm ance w ork su tem en?  and quabty assurn'uv  plans m ust lx  prepared
for each candldate forcontracung, M  bldœ rs. ind udm g the C lty. m ust

conform to the work statements Quality aw lm nœ  plans wlll lx llAeZ to
m onltor lx rfonnance

6 Efforts should tt m ade to m lnlm l-  the lm pact on currentc lty em ployees
affected by pnvatlzatlon E ach pn vatlzatlon v om m endatlon should m clude

an assessm ent of the effect on em ployees and recom m endatlons for

handllng any negatlve lm pact-
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w lth overslghl ln the short-term  by the Pnvauzatzon Task Force and later from  a C lty
C ouncll deslgnated group n e purpose of thls overslght ls to ensure that this

m com m ended prœ ess ls follow ed

4 B lds from  both com m erclal and gûvernm ent provlders w tll be based on the sam e scoa  of

w ork as defined m  the roquest for prox sals

5 T he lndependent revjew  as descn bed ln paragraph 3 should substantlate the
x asonabjeness. com pletenass and accuracy of the costcom panson n ls m cludes assllrlng
that the ln-house cost estunate ls based on the u m e N rform ance of w ork lncluded ln the

> uest for proposal

6 C osung of governm ent servlces should be prepared ln accordance w lth the guldelm es as

spectfied m 0M 8 Clrcular A-76 n e guldelme.s can l)e ul ated and m odltied to meet the
C lty of C harlotte's need

7 C om m on cosB. those that w ould l)e the u m e for m ther ln-hottse or conmact om ralzon. nœ d
not be com puted as part of the m -house cost estjm ate. but the basls for thore com m on costs

m ust be ldentlfied and m cluded m  the cost com panson dœ um enu tlon (requlrem ent for m -
hotlse provlder only.

8 B ldders should be notls ed that an ln-house cost esttm ate ls % m g develom d and that a

coneact m ay or m ay notm sult

9 M ulu-year contracts. or contfacts w lth m new al opuons, should lx  pursued w hen posslble
M ula-year contracs or prepnced m new al optlons prow œ  advana ges Juch as conbnm ty of

opem tlons, low er con> ct pnces. and a duced dlsruptlom

10 Jf w ork 1,s contracted lo com m em lal prow ders and dle flrm  needs addltaonal em ployees to
provlde the sem ce. then qualtfied C lty em ploy=  m ust lx  p ven the n ght of first leGl<.%l

l 1. W hen packagm g the b1d (prepanng the Ieque'st for blds or proposals). the Clty should
ensure that tw o m m s are m et

a the C lty dces not pv lude D tentlal succ= ful bldders.
b the pubhc's m tev t can l)e m nlntllned over the long lun.

n ls m ay requtre the C lty to pacu ge and aw ard w ork to m ulûple t'irm s, package w ork

ba d on geogm phy, etc.

G m debnea for M om tonng W ork A fter C ontcac't tq Aw arded

1 Fotconuacta awartle,d n) cunrzll Clty defhartm enls.

a- n e Clty w lll ensum  that no addluonal funds (other 'hnn the am ount s- tfied m  the m -
house bld) aœ used to supptm  the m -bouse actm ues and that N rform anc,e standards

(lncludm g x2>  of work) am met

b. n e deslgnated overslght group w zll conduct m de- ndem  l'evlew s of m -house con% ct
com pllance to ensere that the sam e contract overn ght that w ould be applled to a

conmactor ls apphed to the Clty's depnnm ents n e Clty also should provlde overslght
from  an agency m dtpendent of the depaM ent providlng the servkçe

6



c Fallure of C lty departm ents to com ply w lth the cost and quallty standards of the
contract w l.ll m ean term lnatlon of the conmact and reblddm g of the servlce

2 For servlces aw arded to com m erclal provlders. the C lty w lll ensurc the follow lng

a C ost and quallty su ndards of the cone act w lll be revlew ed by the C lty Fatlure of

com m erclal provlders to com ply w lth those standards w lll m ean term lnauon of the
contract and reblddlng of the servlce

b R ecom m endauons for term m auon w ill lx  revlew ed by an lndependent agency of the
C lty pnor to com pleung tenm nauon pv eedlngs and leblddlng of the servlce

IN  C O N C L U SIO N

n e above lnform atlon represents our lntrn m  report W e have borrow ed from  those that have

expenm ented and exm nenced pnvauzatlon as an alternauve to provldlng lx al governm ent
seru ces O ver the next several m ontbs w e w ill conunue to learn about other areas of
pn vatlzauon--sm ctficany J'vqet pnvatlza uon W hat w e le-qrn d',nng thls jx ntxl m ay fefm e w hat
w e have m cluded m  thls m tenm  repon , how ever. w e Y heve our approach to lx  sound publlc
pohcy and m  the lx st m tereests of the custom ers of thls C lty and 11  taxpayers O ur fm al report
w jll m clude any m odtficaaons to our feo m m endanons w e have put forw ard m  thts m m rt

4

1
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C O UN CIL  W O R K SH O P

A G E N D A  ITE M  S U M M A R Y

j TOPIC: Dlscussmn of Mayor's Orgamzatlon Structure Tuk Force Remrt

K E Y W )INTS (Imqale , C os-q C hange in Policy):

O N IO N S:

CO U N C IL D EC ISIO N O R D IR EC TIO N  R FA U FA 'I'ED :

n e T ask Force presented thm r report to C lty C ounctl on M arch 1, 1993. n ls ls C lty C ouncll's

opm rtunlty to dlscuss the T ask Force's rem rt w lth m em bers of the Task Force. N o actlon ls

rm uested.

A W A C  :

k

'

- R elxm  and R ecom m endabons of the O rganlzatlon Structure T ask Forc,e



n o rcor ra tlo n
z!œ  Rextofq Rœ  Chaœ l Noqh Cardlna 2%211 Teleç-  7W .16* 7=  Fnr- 'e X kœ .4lv

6- ,1.  & oq

T0 : Mayor :nd clty Counc ll

l Report and Reccmmepdations

l The purpose Qf thps repnrt ls tn update you oq the organizatlon Structure
Task Fcrce Comm lttee .

1 0n August 5
, 1992, the orqanlzatlnn Structure Task Force Committee was

formed t; evaluate and revïew the recrganlzatlon and rlghtslzing Qf the

Charlotte Clty 's actsv3tles :nd functinns .

The speclflc purpose belng tn Gollclte ldeas and recommenöatsons from

private indestry that haö already rightsized nr in the proce%s Qf rlghtslzlng

and help the Cqty Qf Chzrlctte to lmplement the:e ldeis to achleve a more cast

efflclent and mcre effectlve ergan izatlon . The ''bottnm line'' savlng $n T.x

dcllars and more cnst effective clty government.

Martin Cranstnn, Jru  Chalrman of the organizatlon team &nd tity Manager

Mende l Hb lte and thelr respectlve Gtaffs have cooperated c lose ly w lth this

comm lttee .

The key to this exercise 1: as fûllows :

1 . Organ3ze around key buslness ug lts as few unlts as pôsslble

Suggestlcns: (1) Fpre (4) Avlatlon
(2) Pollce (5) Uthlltles
(3) Transpcratloc (6) Solld Vaste
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2 . Decentrallze - Key buslness shculd have ûne head wlth the authorlty to

m ake day to day dec islons . They should be empowered

to perform these dutles under the guïdellnes set forth

by the Mayor and C lty Counc,l. They should report only

to the Clty Nanager (CE0). Alnng wlth the empowerment,

they should be held fully accountab le f0r thelr buslness

un bts .

''Ideal Operatlonal Structure for the New organizatlon''

1. Buslness Heads have authorlty to acquire a11 qonds and services wh ich

are approved ln the annual bodget .

2. Department Heads (Bus3ness unlt Managers) have authorlty f;r a11

persnnnel transactions .

Result: C!v!1 Servlce Boards (for Pollce and Flre) are ellmlnited;

staff hours ln Po llce . F lre and Attnrney 's offlces are

reduced .

3. a. The collectlon of certain lnfcrmatlon w111 be centralszed (t0

enhance the effectivenes: of lnformatlon collectlon) but is

prcvlded tn and used by business unit macagers . Decsssnn m akinq

ls decentralized (for quick decisions tn serve tbe custemer

better).

Resust : Acccuctablllty rests w lt: bqsicess un yts . Staff functlons

are reduced or el7m lnated .
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b . Bqslnes: enlt manaqers ezerc lse ''cbo lce/ 3n as lng lgternal suppprt

servlces -- ClS, Fleet Mzlntenance. Buhldhng Nalntenznce Serv3ces,

Tralnlng , etc a, -- or outslde servlce provlders .

Result; Staff functlons are reduced cr ellm inated; support

servlces beccme/remaln ccmpetltTve or fafl.

c. Organlzatlon-wsde lnformitlon ls easlly accesslble (e.q., human

rescerce&. flnanc lal, and serplce level lnformatlpn).

Rasult: Stiff functions (Fpnance. Hum4n Resource: and CIS)

requlre m ln3mal staff ; m anagers of the%e Agencse: serve

as advfsors/consult4nts to beslness managers.

A11 staff pcsïtlons and SNpport to the besiness unlts should be kept at an

absolute m lnlmum . Pnsltlnns such 4s ''asslstant to'' lexecutlve to'' 'fd irectnr*  9

of&% ''öeputy tnp'. etc., shûulG be reduced , redefined cr elim lnated . There
9

should be cnly 4 or 5 levels of author ity maxlmum betwoen the baurhy wnrker and

the Clty Y4naqer (CE0).

As an ex4mple , the current malntenance department crgan lzatlon w lth e lght

layers . sbould be redvced to 4 nr 5 levell.
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MA INTENANCE DEPARIHENT ORGANIZATION

(à) CITY MANAGER
l
VV

.  nrœ llyy rjyy :ANAGER' 

j
kv

- - A66! STANT CITY MANAGER

I
VV

2  DIRECTOR OF DEPARTMENT OF TRANSPORTATION

I
VV

STANT DIRECTOR OF OEPARTMENT OF TRANSPORTATION

I
VVt)j F0S (FIELD OPERATIO#S SOPERVISOR)

l
VV

- - A Se ISTANT FIELD OPERATIONS SUPERVISORS

I
94

e  LABOR CREM CHIEFS

8 LAYERS JUST T0 8A INTAIN THE STREETS

The city Manager should function a: the CE0 runnlng the day to day beslnes:

of the city . The Hayor and the Clty Councll should serve as the Chalrm 4n and

the scard of D lrectors and should only set pnllcy and approve budgets . The clty

ccuqc)! must :et out of the moqth to month. day te day . hnur t: hcur and mlnute

tn m lnute buslness Qf runn lng the C lty .
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In clos lng . and I know fQr some here , th l: maybe tough to swallow but to

serve as a succes&ful buGlnes% or c 3ty 3n the 21$t centecy yce mqst empower

and de legate. Pusb tbe declslon mak lng down to the lowest pcsslb le level .

Let penple know whAt ycur expoctztlons are and hnld them accountab le . Let

l them do the J0b thet they are h lred to do . Everyone haS to Work wlthln a box.

tet ls m ake the b:x aG b 1g as poss lble . Empcwerment , trust , de legatl/n , they

are n0t Just ''buzz'' words of the 90 75 , they wcrk , lf yoe 1et them .



ORGA#IZA T IOR AT. STRN CTU R : TAsK PQACR
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Nam e Add reaa
r

(-.1 Y John Correnti Freaident
tchatrmanl Nueor Corporation

2 104 Rexford A oad

Ch arlotte . : . C . 282 11

366-7Q4Q

/
'  

yl- A. P. (Pete) Eloan Lance Corporatton
--e (vice-chairman) p . o . Box 32368

char lotte , : . c . 28232

554-5566

366-0681 (hoœe)

/rqj aqv. poper cx u yJtx Bavis

D irector

H um a n Re sou rees

422 n . Churc: street

ch arlo tte , / . c . 2:242-QQ: 1

382-4714

U B
ob  B eatty H oechst Celaaese Corporatton

V i/e 'repident

O xm r  R esou ree.

p . o . pox 324,4

cslrzotte , w . c . aezaa

ss4-aazs

65 aodte Ftqqe Royaz znauraace company
Asststant v tee prestdent

V a a n Re sa&lroo.

93:: A rr@ppotnt B lvd .

charlotte . : . C . 28273
522-3356

/t-N)George Harmon Southern Bell Telephone Co
m p aa y

A saistant Vfc. 'restdent

corporate & 'xternal Affair,

2Q4 :. Colleve Street (8Q8 shc)
ch ar lotte . / . C . 2:2:2

3 78-7722
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PR IVA T IZA T ION TA SK FOR CE

Stan Vaughn (Chaxrman) Barney Lawson
C o op e r s & L y b r an d M od e rn M an ag em en t

Bobby Lowery (Vlce-chaxrman ) John HcArthur, Jr .
B et t e r C le an in g J an it o r Se r v i c e , In c . M cA r thu r , E l lxo t & C om p an y , P .A .

/Randal Arthur Dlck Sahlze
A r th u r A n d e r so n  & C om p any

D a le H a lt on H e rb W a tk zn s

P ep s x -c o la B o t t lxn g C om p an y IBM

D .H . K tau s s

J .A . J on e s

COM P EN SA T IO N TA SK  F OR CE

Don Johnson (Chaxrman ) Rlck Klpp
F i r s t U n ion N a t io n a l B an k o k u m a A m e r i ca

Jan Wtlkinson (Vice-chairman ) Charles D . Lorinl
D u k e P ow e r C om p a n y N a tl on sB an k

K r x s ty B la ck m an T om Fh i ls on

J .A . J on e s C a r o lzn a s H ed z ca l C en t e r

D av id B u rk h a lte r E d W ad sw o r th

B a lk S to re s Se r v xc e s , ln c . C on so l xd a t ed P lan n in g

H en ry L . ''R ank n F ed e ra l

1

1
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