Contracting Out Sgrvices
in Philadelphia

Pennsyhania
'Economy League, Inc.

Pennsylvania Economy League, Fastern Division
1211 Chestnut Street, Suite 600
Philadelphia, PA 19107
Telephone  (215) 864-9562

Fastern Division




Contracting Out Services
in Philadelphia

Pennsylvania Economy League
1211 Chestnut Street, Suite 600
Philadelphia, PA 19107

PR

Novembar 19980

PR, BR



Table of Contents

vecutive Summary
troduction
:Contracting Out: Pro and Con

A. What is Contracting Out?

B. Prevalence of Contracting Out
and Privatization.

C. Why Do Governments Contract Out?

D. Factors Influencing the Efficacy of
Contracting Out.

Contracting Out Experiences in Other Jurisdictions

A. Natiomal Data on Contracting Out.

B. Comparative Data for 1983 and 1987.

C. California Cities--1981 Study.

D. Examples of Contracting Out in Two Cities.

philadelphia‘’s Experiences with Contracting Out
Services

2. Which Services Are Contracted Out?

B. Comparison with Contracting Oout in FY80.

C. City Contracting Provisions

D. Philadelphia's Experience with the Most
Commonly Contracted OQut Sexrvices.

E. Summary.

Cost Implications for Contracting Out Specific
Philadelphia Services-Comparisons of Four Models

A. Methodology for Computing Models.
B. Findings for Four Models.
C. Implications for Other Services.

Summary of Major Findings, Conclusions and
Recommendations

ppendix A.
Detailed Computations for Contracting Out
Four Services, Philadelphia, FY90.
Appendix B.
Supporting Tables

~1 L

12
13
14
18
20
25
25
26
28
28
32
33
33

35
37

41

47




List of Figures

Percentage of Selected/Respondent Cities/Counties
Contracting Out for Certain Services, 1982-87.

Percentage of Selected/Respondent Cities/Counties
With Privatized Facilities 1982-87.

Degree of Satisfaction With Contracting Out Among
288 Cities.

Trash Collection Performance in Newark: City
Versus Contractor, FY80 & FY81.

Percentage of Expenditures Contracted Out
Philadelphia, FY80 v. FYS0.

Percentage of Cost Reduction Due to Contracting
out of Selected Sexvices, Projections One and Two,
Philadelphia, FY90.

Projected Benefit Cost Reductions for Selected
Services as a Percentage of Total Projected Cost
Differentials, Philadelphia, FY90.

Exhibit
Classification of City Service Categories

by Relative Pay scales for Main City Job Classes
Philadelphia, FYS0.

Appendix Tables

Estimated Public Sector Custodial Services Costs
philadelphia, FY90.

Projected Private Sector Custodial Services
Philadelphia, FYS0.

Comparison of Public and Private Sector
Custodial Services Costs, Philadelphia, FYO90.

Estimated Public Sector Building Services Costs
Philadelphia, FY90.

Projected Private Sector Building Services
Philadelphia, FY90.

Comparison of Public and Private Sector
Building Services Costs, Philadelphia, FY90.

15

23

26

36

38

39

48

49

50

52

53

54




Executive Summary

Proponents of privatization of public services see it

s a panacea for solving the financial woes facing local
governments, while critics see privatization as a false
illusion, promising much and delivering little., This
Pennsylvania Economy League report on contracting out in
Philadelphia should be a useful tool for the City, given the
current environment of severe fiscal problems which is
forcing it to choose from a variety of difficult choices.

; in the Depar
erty Philadelphia, FY90. Partment or

Ad-z

Estimated Public 57

Costs Philadelphia, FY90

The study is limited to contracting out services; it
does not deal with the sale of city property, nor does it

cover private management of public facilities.
The study found that:

Contracting out is widespread: other local governments

Bl. Philadelphia Cont 6 successfully reduce costs by contracting out a broad range
Categories re racts, by Selected Service of functlohs, some of which are handled primarily by city
FY80 v.9p .  cebtage of Expenditures, employees in Philadelphia.
B2, Selected Cont Examples of contracting out are found for practically
Departmenta] gﬁgts as Pe?centage of ‘any local government function other than police. Most
gets, Phlladelphia, FYop ~common are: solid waste collection, vehicle towing and
B3. Benefit Costsg E ) storage and building/grounds maintenance. According to a
Pay Costs, as axgiudlng Leave & Supplementa] 11987 hationwide survey, the median cost savings reported
OCCupational o r'centage of Pay, by -were 1in the range of 10 percent to 19 percent. The most
-y Oups, U.s. Nonmanufacturingulggg 66 positive results occur among labor intensive services.

PEL models indicate that the City could realize cost

of Payroll, y.g : . - . :
‘ reductions by increasing its use of contracting out.

to Philadelphia cigy ool SUrveys Compareq

_ The potential is highest for services in which the
City's pay scales are higher than those of the private
‘sector. However, cost savings potential exists even if city
Pay scales are the same or lower than the private sector.

In the models, the highest projected percentage cost
reductions range to almost 27% in custodial services-- a
field where city pay scales exceed the private sector and
-15% for waste collection., Potentially lower costs were
‘estimated for two services with skilled trades jobs where
‘private pay rates exceeded city rates; 7 percent for
building services and 5 percent for automotive services.

Compared to Area Wages, 1989




Recommendations

The City should engage in a systematic review of all
tivities with the potential for increasing contracting
t, with emphasis on activities in which the City's salary

cales are higher than, or comparable to those paid by the
private sector,

Ment has decreased 1
eXtent that the C§S§lts “von rior refuse

* The analysis should include the following activities
mong others:
The following faet

determining Lho Pogrs appear to be instrumental jip Art Museum--guard services.

Philadelphia Nursing Home--all services.

Riverview Home~-all services.

Street Department--waste collection.

Fairmount Park--grounds maintenance and landscaping.
Recreation Department--grounds maintenance.
Custodial Services--various departments,
Philadelphia Computing Center--all services.

Clearly defined v
performance . Conditions and €Xpectations of contract

Accurate Specif

icati ,
expectations o tions of Production output

d measures,

Ze& which .
from economies of scattraCts firms that cap benefit

; a
firms cannot Compete ‘e, but not so large that smaller

The City's current collective bargaining agreement with
on-uniformed employees stipulates no layoffs until July
1992. Philadelphia should begin the planning and
development activities usually associated with a successful
ontracting out policy. Activities should include:

-

Contracting out
: : °nly part of the 1
Provide publlc—private competitiozsfr‘rlc

e area, to

a) Establishing specific and clearly defined conditions
and expectations of contract performance.

b) Developing accurate specifications of production
expectations and measures.

) . . C . H
estimated ao Slgnificant contributing fact ohracted

, ns i ; or to the:
pension, health ang othes gznzgftioxzr pPrivate cos

: ¢) Design of a management audit system to more fully
valuate the effectiveness of service delivery performance.

This program should apply to current as well as future
contracts.

. ts for
ich supplement pay.

Where practical, the city should seek bids only for some
egments of each of the major services to be contracted.

The bid prices would then provide a standard of
comparison for public performance in the non-bid segments.

Also, the city would be protected in case the bidder would
fail to produce.

‘In both Phoenix, Arizona and Newark, New Jersey, portions of
the solid waste collection services were contracted out to
Private firms while the public sector was responsible for
‘Other segments. In both cases, the City workers'
Productivity improved considerably.




Introduction

This study, made possible by the generous aid of the
omas Skelton Harrison Foundation, reviews and aevaluates
racting out from a number of different perspectives,
rst, the report examines the virtues and pitfalls of

e privatization by providing both theories behind
sful contracting and presenting specific examples.

not be includeq 1 includes a11 indj -d, particyg

lrect ¢ » ar
the service. Osts which ma

be an Saerich between the i
“egra Compone
entered into by Philadgfpgf;any contracting out p

The report contains information regarding the

alence of contracting out throughout the nation as well
- City's experiences over the Past ten years. The

ly also identifies issues which are applicable to
.adelphia's unique service delivery structure. Through
lysis of the total expenditures of various

tments, together with comparisons of the estimated

- of equivalent service delivery from the private

r, the study projects the potential impact under

ent scenarios, should the City contract out additional
Yes.

It should be noted that the City's current four year
ctive bargaining agreements with its non—uniformed
oyees limit its authority to contract out services.

.+ the agreements with AFSCME, District Councils 33 and
“ipulate that no layoffs be made from July 19290 to June
+Additionally the contract with Local 33 states

the City shall not contract out work presently
performed by employees within the unit represented by
District Council 33, unless it has determined that it
.S more economical for the City to contract out to a
Union contractor, rather than to have the work
performed by the employees within the unit.

In addition to the survey findings, the report sets

th a number of recommendations, including suggestions for
cessful contracting. In these times of fiscal crisis in
elphia, it is the hope of PEL that this study will

.
> further the efforts of the City to balance its



Chapter I
"Contracting Out-Pro and Con

at Is Contracting Out?

Contractlng out is a process by which governments pay IR
e companles or nonprofit agencies to deliver specific i
ices., It is one component of the broader term I
vatization." Other elements include private operation

cilities, and the sale of government property to the

ate sector. _ ~

Privatization is not a new phenomenon; for many years
roments have relied on outside agents to provide

fic services. However, in recent years the term
atization” has become popular with policy-makers and
ers. There is a national Privatization Council,
dent Reagan appointed a Commission on Privatization L
here is extensive, growing literature on the subject.

+In this PEL report, only the form of privatization (I
n as contracting out is investigated in detail, although !
attention is given to privatization of facilities for -
vice delivery by the private sector.

'revalence of Contracting Out and Privatization

A 1987 survey gives an indication of the prevalence of &
acting out among the nation’s cities and counties. The
vey is a product of a fjoint effort by Deloitte & Touche,
International City Management Association, and the
atization Council. Their study is based on
testionnaires sent to all U.S. cities with populations of
than 5,000 and to all U.S. counties with populations of
- than 25, 000.

Of the 5,718 governments surveyed, 1,086 responded {19
ent), while for the 91 cities and counties with more

n. 500,000 people, 11 responded (12 percent). Nearly 80
‘ent (844) of all the respondents reported that they had
2d:. some form of privatization, with most uses of
ivatization including contracting out. The

estionnaire’s low overall response rate limits the ability

The President's Commission on Privatization,
lvatization: Toward More Effective Government"

lashington: 1988).

win T. Dbavid, "Privatization in America," Municipal

€arbook, v. 55 (Washington, D.C.: International City

lagement Association, 1988), pp. 43-55.




of researchers to draw definitive conclusions as to the
brevalence of contracting out in the nation.

Consequently, the nation
indication of the experi
4s a precise measure of

-wide survey is more useful as ap .
ence of contracting governments tha
the prevalence of contracti .
prev e ing out ‘Vehicle

The survey respondents were asked to indicate whether

Oor not they contracted out 18 services. Figure 1 shows the
percentage of the jurisdictions that contracted out for eag
service during a five-year period (1982 to 1987). A i
Jgrlsdlgtlon was recorded as contracting out a service i1fq
did so in whole or only in part. The entries relate only

those jurisdictions that reported contracting out any
Service.

uilding

Solid waste collection and disposal is at the top of:
the list, with 59 percent of the respondents contracting out
this service. WNext in line are vehicle towing or storage =
and building or grounds maintenance, with 45 and 43 percen
of the respondents contracting out these functions. B
Administration, including legal, accounting, payroll and

collections services were contracted by 36 percent of the -
governments, |

Fle

Approximately 30 percent
contracted out for traffic si
processing and street and roa
contracted out fleet or vehic
20 percent of the governments

their utilities, alrports, elderly or handicapped care,
health care, transit or transportation and parks and other
recreation services including stadiums, convention halls or
cu}tural activities. The lowest levels of contracting out
(with fewer than 10 percent of the governments contracting
out) were in the functions of parking lots or garages, -
public safety or corrections, housing or shelter and child
care or day care. It is likely that child care or day care

Services are not generally provided by city/county
governments

of the survey respondents
gnals or street lighting, dat:
d maintenance, while 21 percent
le maintenance. Between 10 and
contracted out portions of

The surve

Yy also provided information on the extent of
privat

© operation of formerly public facilities.

gain relates only to those city and county government
?ha?_reported having privatized any facilities. e
indicated in Figure 2, for the period 1982-1987, 34 percent
reported having privatized roads, bridges, or tunnels and 3
percent had privatized street lights and waste water, '
Sewers, or treatment facilities. These were the heaviest -
concentration of privatigzed facilities. The figure for

roads, bridges, or tunnels includes resurfacing and other
construction activities.

range included solid-waste
water mains and municipal b

Facilities in the 15-29 percent -
Or resource-recovery facilities:

uildings or garages. Housing an

Refuse disposal/collect *

Traffic signal & light *

Parks & recreation *

Transit/transport **

Elderly /handicapped *

Parking lots/garages *

Housing/shelters *

FIGURE 1

Percentage of Selected/Respondent Cities /Counties
Contracting Out for Certain Services, 1982 - 1987

OO\
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DO

\ I 395
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towing/storage *

/grounds maint * 43

Administration *

Data processing *

Streets & roads * 29

et/vehicle maint *

Health care *

12

Airports * i1

Utilities * 10

Public safety * 7

Child/day care *

o 20 40 60 80

Percent

87.
Source: "Privatization in America,” Deloitte & Touche (formerly Touche Ross}, 19

* Service is contracted out in part by Philadelphia

** Service is not provided by Philadelphia

100




FIGURE 2

telecommunications were privatized by 11 percent of the
respondents and 10 percent privatized stadiums, convention,
or recreational facilities. Only 3 percent of the cities
and counties privatized pollution control facilities, and 4
percent privatized hazardous_waste faCllltleS, and hospitals
or extended~care facilities. These services are not
usually provided by the public sector.

Percentage of Selected/Respondent Cities/Counties
with Privatized Facilities, 1982 - 1987

Roads, bridges, etc. \ \\ \ 34
Street lights \\ \\ 30

Sewage /waste water \ \ 30

Solid waste

Water mains \\\\ 22

Municipal buildings/garages m&g

Housing 11

Q; Why Do Governments Contract Out?

- Governments choose to contract out services for many
reasons. Most common and most frequently reported, is the
prospect of reduced costs. Because of the widely held
pbelief that competition to win contracts drives down the
overall price of providing a service, many policy-makers
choose to put a public service up for bid in the private
sector. As one study notes, "the profit incentive for cost
reduction ...has no counterpart in the public sector.

With no competition in the public sector, and with no threat
of public departments going out of business, proponents of
contracting out say that there is theoretically little
reason that competlng firms would not be able to improve the
efflclency and cost-effectiveness of providing certain
services.

Telecommunications \ 11
Stadiums /recreation @10
Mass transit \ 2]

Alrports 8

C ti . .
_\Loirectons According to the results of the Deloitte & Touche 1987

survey, heightened interest in contracting out on the part
of local governments has been spawned by several events and
rends. Increased demand for services was reported by 65
percent of respondents, taxpayer resistance to tax increases
(59 percent), the decrease in federal revenue sharing (51
percent), infrastructure decay (44 percent), and programs to
downsize government (42 percent). Other reasons included
changes in the tax-exempt bond market, federal deficit
reduction initiatives, specific initiatives taken on the
part of state goverpments, and changes made by the Tax
Reform Act of 1986.°

Hazardous waste §4

Hospitals §4

Pollution Control ~\:3

0 20 40 60 80
Percent

Source: "Privatization in America," Deloitte & Touche (formerly Touche Ross}, 1987.

= As Stephen Moore notes in his article, "Contracting
Out," the efficiency of public departments is inhibited by a
lack of incentives for improved performance. In his words,
the typical "public sector... reward' for efficiency
1mprov%ments is reduced program funding in the next fiscal
year. In the view of E.S. Savas, another proponent of

3 Ipid., p. 16.
4 Janet Rothenberg Pack, "Privatization of Public Sector
Services in Theory and Practice," Journal of Policy Analysis
and Management, v. 6, n. 4 (New York: John Wiley & Sons,
%987), p. 536.

David, p. 44.
Stephen Moore, "Contracting Out: A Painless Alternative to
the Budget Cutter's Knife," in Hanke, Steve H. (ed.)




ation and sick leage), and the number of employees

contractin : :
g out, the high cost of public service provision
gned to the task.

is due 2
operatiggstheHmonOPOllStlC character of public agenc
out) is not Soemzr;tes: "the real issue (behind COn{fact
versus competitiog ngubé;c versus private; it is monopoly
: - va 1 L] H 3
public sector operations issthmiln objection to current .
often in a position to spend WiatPUbllEhagGHCles are tos ‘a number of variables affect the performance and
services; very few c tever they please for : i cacy of service contracts. From a cost-saving B
costs down. %here cg;tzg%s.and incentives exist to keep spective, positive variables include the potential for i
petition can successfully be petition, the profit motive, and economies of scale.
€ factors are discussed above,

introduced, _
‘& these and other positive
section examines some of the potentially damaging

les affecting service contracts.

e Efficacy of Contracting Out

Factors Influencing th

C .

of Coniigii? external factors have also influenced the 1

eliminationlng gut and privatization in general. The e

prompted cosg—coigiizisrevenue sharing in 1987, for examp
. government official i

gg;;%gza:lternatlve means to provide servichto éEOk for

resistanc: ﬁgtizisifurther, there was mountiné public

ncreases i R :
Squeeze on local governmenté.WhICh placed an addltlonal

and nature of a municipality’s
tical role in determining the
Depending on the service, a

erent number of potential contractors will bid on a {
tract under varying economic conditions. Other factors ;
armining which companies will come forth to bid include,

other things: fluctuations in the marketplace, the
56 and value of contracts, the nature of the work to be
rmed, the extent to which entxy by private firms is
' d, and the extent to which governments regulate
o Services th ] ) work, contracts that are teo

as snow remisaifecgiegigegnban intermittent basis je to attract a sufficient number of bidders, gnstgble

through service contract e most efficiently prowv ket conditions, and stiff regulations can combine in a

Sr o er of ways to offset potential benefits from contracting

- First of all, the size
omic environment play a cri
ability of contracting out.

Governmen -
ents have other, less crisis-related reason

contracting out as well. 3
_1gte
: rice. Highly specialized

Tasks of an especiall ; o
more readily ogtainedyigeghnlca} nature can also b -
performed in-house, he private sector rather another significant economic issue affecting
: racting out is discussed in Harxy P. Hatry's book,
elivery of Public Services. Hatry

s: that in theory, service provision by a few large
npanies may permit significant savings through economies
scale. However, since fewer companles are involved in
‘bidding process, it is not likely that competition will
down the contract price to optimal levels. On the
hand, bids from numerous smaller firms on smaller—-
contracts may result in lower relative bids due tO

ased competition, but these companies will not enjoy
i of scale.

te Approaches for D

Governments often wi | .
21T wish to avoid the start-u ot
additional costs involved in providing new ﬁeiggcgt

contracting for th :
e serv 3 R
alternative. ice can provide an effective

Pri : . 7
argumegizaggzatlon advocates advance several economic
built-in m hSUPPOIt of contracting out. In addition t
competitioicaigliis For cost reduction offered by
the potential f 1 profit motive, researchers also poin
which may be r ;f arge.flrms to achieve economies of sc¢
government S? |TCted in lower cost to the contracting
Doivate sont imilarly, some research has shown that the
public sectogr e;ﬁ?rl?nCes lower personnel costs than t e
fringe benefit 1S 1s especially true in the areas of

efit packages including paid leave time (such
: data, 1983, as quoted in John Tepper Marlin (ed.)
tracting Municipal Services: A Guide for Purchase from
Private Sector™, p. 8.
arry P. Hatry, "A Review of private Approaches for
ry of Public Services” (Washington D.C.: Urban

Fute Press, 1983), p. 32.

‘Moreover, and as further noted by Janet Rothenberg rack
fixed costs of bid preparation may further cut

Prospects for Privati 1
;987), 5 e atization (New York: Capital City Pre

Ibid. (Savas quoted by Moore).




potgntial savings on small contracts."ll For both extréme
savings in one area are offset by higher costs in another
The solution to this problem, Hatry argues, is to ensure
that contracting out scenarios involve companies that areé
large enough to enjoy some savings from economies of scale

and yet small enough_and numerous enough to ensure savine
through competition.lg J v

nst contracting out.

ate.

_ Two factors relating to information costs are critia
in determining the success or failure of contracting out
the accuracy of a producer's knowledge of production cos:
on the one hand, and the ability of a contracting governm
to unambiguously specify the conditions of contract '
performance, on the other. The costs associated with -
inaccurate information in either case can be detrimental t
contracting arrangements. For example, if private bidders
who win contracts do not know their production costs in
enough detail to be able to implement their specific
production plans, then they will find that as contracts g
under way they must either absorb unanticipated costs a
loss; raise prices beyond negotiated levels; renege on th
contract; or renegotiate the contract. Any of these resu

are likely t i . ) _
wel1l 13 Y to disrupt services and probably raise costs

By the same token, RFPs (requests for proposals) from
public agencies must be very specific, preferably to the
point wbere service outputs can be measured in quantifi'
production units. In this way, questions about what

governments are expecting in the performance of a service
are minimized, and the likelihood of a dispute arising ab
conditions of performance are minimized as well. Withou

outpu? specificity, as the author notes, several
complications arise:

The bidder and the government may define outputs
dlfferentlyf the government may realize this only
the production process is underway; dissatisfaction
results; costly intervention and renegotiation beco
hecessary. As a result, it may turn out that the f
hired is no longer the lowest cost source. '

‘ It is poss?b}e that a firm whose realized costs a é
higher than anticipated will simply absorb the additiona

costg, but other less desirable outcomes are equally
possible,

11 Jangt Rothenberg Pack, "Privatization and Cost
Reduction," Policy Sciences, v. 22 (The Netherlands: Kluw:
Agademic publishers, 1989), p. 13. '
13 Hartry, p. 33.
12 Ibid., p. 13.

Ibid., p. 5.

CIO‘1987), pp.8-9.

Finally, union organigzations such as the American
ration of State, County and Municipal Employees (AFSCME)
vé been quick to point out other economic arguments
Unrealized cost-savings, low
ality, corruption, lack of control and accountability, and
ced services to the poor are among the problems that
ME=c%tes in reports such as "When Public Services Go

Costs to local governments that are difficult to

ure but should, nonetheless, figure prominently into
alyses of contracting arrangements are as follows: costs
g the transition from public to private service
ovision, costs of monitoring performance, and costs of
gotiating contracts that lack specificity or that are
derbid by firms eager to land contracts. Possible
ruption and the assurance of quality are also factors to
considered, and will likely continue to be potential
blems regardless of which sector is providing services.

¥

_5 AFSCME, "When Public Services Go Private: Not Always
Better, Not Always Honest, There May Be A Better Way" (AFL-



Chapter II
Contracting Out Experiences in Other Jurisdictions

' While Chapter I examined the theoretical arguments for
against contracting out, Chapter II turns to a study of
different local governments’ experiences with contracting

. The goal is to uncover the issues that appear to have
termined the success and failure of contracting in various
ocales, in the hope that prospective contracting scenarios
n philadelphia would benefit from the lessons learned. ‘

National Data on Contracting Out

Cost Savings: The Deloitte & Touche study provides
a‘on cost savings from contracting out, for those

rnments which indicated that cost reduction was the
imary motivation. The percentage of governments
porting cost savings were:

percentage rPercentage
Cost Saving of Governments

Added Costs 2
0 to 9 18
10 to 19 40
20 to 29 24
30 to 39 6
40 or more 10

“Total 100

/Median and modal cost savings reported were in the
ge:of 10-to-19 percent.

‘Type of Vendor: It is notable that contracting out is
always with the private sector. . In the survey, 29

rcent of the governments reported contracting with other
overnments. AmMoOng governments using private sector

ndérs, 92 percent used firms that had previous contracting
perienge, while 21 percent reported using first-time

Degree of Satisfaction: ©Of cities which have
tracted out services, those that have contracted out
1'waste collection, street maintenance and park

ywin T. David, "Privatization in America™, p. 18,
6itte & Touche (formerly, Touche Ross & Co.) Washington,

87 (see also Chapter 1, foot. 2).
bid., p. 8.




FIGURE 3

landscaping, were reported to be the most satisfied with : Degree of Satisfaction with

results, according to a survey done by the Consumer and:: : s A i
Business Research Center at Wright State University.g : Contracting Out ong 288 Cities

Over 75 percent of the cities which have contracted
these services were very or somewhat satisfied with the
results. Less satisfaction with services was found in -
health care, tax collection, transportation and vehicle Street Maintenance
towing service areas: 20 percent of the survey respondents Transportation
were somewhat dissatisfied with the tax collection servicas
of the private sector and approximately 92 percent were ' Park Landscaping
dissatisfied with the health care provision. Figure 3.
summarizes the satisfaction rates for contracting out eig Vehicle Towing
different services. ' E

- Refuse Collection

DAY
AW

MR
DRI

Tax Collections

Barriers To Privatization: The number one impedimen
reported by the Deloitte & Touche survey was concern about Health Care
the loss of control once a service has been contracted . { :
percent). The other main barriers to privatization as - Animal Control
reported in the survey were: union and employee resistancg

.
MINDIM

Lo contracting (47 percent), political difficulties for 0% 20% 40% 60% 80% 100%
agencies in convincing municipal governments to adopt - .
contracting measures (42 percent), a lack of belief on the : Il Very Satisfied 4 Somewhat Dissatisfied

part of the public that contracting would be workable and N h isfi Verv Dissatisfied
beneficial (38 percent), and bureaucratic inertia (26 - N OTnCW at Satisfied ¥
_ ] Fairly Satisfied

percent) .

B. Comparative Data for 1983 and 1987

Dr. Janet Rothenbe rg Pack has compiled and analyzed . Source: "Contracting Services to the Private Sector: A Survey of Management Practices,”
data from a 1984 International City Management Association Government Finance Review, February 1989.
special report on local service delivery in 13 :
jurisdictions. Her article, "Privatization and Cost
Reduction, ™ analyzes the theories behind successful _
contracting, and compares the ICMA data to her own follow
surveys of the same places in 1987. The places are most
in the West and South, with populations ranging from 10;0
to 800,000. The report accomplishes three ends: it i
summarizes a "cost minimizing competitive bidding model™
contracting out; it examines the ways in which optimizati
theories have been realized in practice; and it compares
Successeg and failures of various cost minimization :
efforts.

3 Harper Rhoehm et al., "Contracting Services to the Priv
Sector: A Survey of Management Practices", Government
Finance Review, February 1989, pp. 21-25. .

International City Management Association, "Rethinking:
Local Services: Examining Alternative Delivery Approaches

(Management Information Sexvice Special Report No. 12, -
1984) .
3 Pack, Policy Sciences, pp 1-25.




the detailed specification of output requirements

for simple as well as complex outputs - characterizes
t+he contracts that have not been disrupted. This
s not only that simple services need such

but also that complex services are

cification. Further, the process
ful implementation of contracts,

ppears to be enhanced by

xplicit provision for continuous interaction

the government agency and the contractor.
ast, monitoring, which can be guite costly,
to identify problems after they become gerious

18hen not easily resolved without maijor

~ Pack's evidenc
gglngs down price.
percent), there was X
carrying out s greater competition amon :
labor og capiiziagize%y simple services. Littlg giiﬁizée' -
involved, and activities focused on suggg?? iy
1. specification

custodial servi
ic i
e@s and landscape maintenance. £
capable of such spe
f ensuring success

Complex services - both i
! an& whether simple or complex a
/

outputs - ,
levels of :;E;z;ged gewgr.b}dders and resulted in lower . net
collection, fleet-man:cllltles management, solid waste Tmaklng e
into this category. gement and vehicle maintenance fel ?itgiigr

Savin -
lower labogscgzgg contracts were attributed in most cas.
forces or lomas Wf elther f;om the use of smaller woriSes
labor-intensive ages or fringe benefits. Consequentl
realizin V€ Services were better candidat f Y

g savings from contracting out w8 e

Quality Control Techniques: An important difference
ppeared between cities that monitored contract performance
d cities that promoted formal interaction between
sntractors and public agencies before and during the term
- contracts. "Monitoring" and "interaction” are distinct
m one another as techniques of controlling contract
-formance quality. Monitoring relies on the observations
contractor performance by agents of the department that

ally contracted for service, while interaction is
tor representative in

Ce ofined as the inclusion of a contrac
ency policy and planning meetings, together with the
blishment of regular contact through reports from

nagers to agency officials.

the long run TE i government e
_ . t 1s not cle ent money: in
contracting governments updated however, whether the .

Cost savings from thei
In eve eir contracts let betwe 4
figuregyrggzg where initial savings were higi lgsg_and 12
very low inii?:glgosiglve over time. Where séving;ng:ré
r wever, t i b
» they disappeared over time“as - As evidence of the marked difference between these two
ality control techniques, Dr. Pack separated her data

costs increased.
according to which technique was used. Of seven contracts
Pack's sample of fourteen

experienced no disruption in
five had provisions for interaction between the

In oth iti
er cities where public production of a service
with costs that ranged from 2 to

had resumed, th

either because gfrgizzzg‘from contracting was undertaken '

Gainesville, Florida) isfaction with the contractor (s nt?aCtS' ;

demonstrated an b.llr or because public agencies : tractor and city agency,

more cheaply (asai; ;Ey Over time to perform the Serviéé- recent of the contract.
oenix : EViCEe

also felt that costs in 1985 ?gizgiilétengdOthgi'Cltles in seven cities that experienced disruption of

u :

P e racts, only one had provisions for interaction, while

oring activities, whose

producti
ion would be about the same. :
e other six provided for monit
s ranged from 3 to 15 percent of the contract. Overall,
less costly on_average than

visions for interaction were
percent. To the

nature of contract i
s ; :
with private firms, both labor inten itori ts b ‘matelv 11
ring costs by approximately
ent that interaction saved money by allowing problems to
Dr. Pack's evidence

contract : .
of succe:sigg g;ﬁi;iio;ntenSive contracts furnished examp
importance of this fact ?: g:l% isddisruption, The - solved 1i ther than lat

s icted i : solved earlier rather an later

ummary of her survey findingg; +n Dr. Pack's owr supports the old adage that an "ounée of prevention” is

"However,

Cont i .
rary to many theoretical assumptions about the

orth a "pound of cure.”

’6’ Ibid-r P. 9,
8 Ib%d-r P. 10,
9 Ib+d-r P. 22. :
Ibid., p. 15 y
) ) : Ibid., p. 21.
_ = Ibid., p. 21.




contracts (a practice called "lowballing"™ in the
ature of the AFSCME), has been effectively dealt with
he city of Garden Grove, California (1980 population:
07) . Shortly after the c1ty awarded a five-year

tract for street~sweeping in 1977, it became clear that
g'in the cost of labor and fuel were going to cause the
tractor to have to default on the contract. When the
_any requested renegotiation, the city saw that it faced
_prospect of significant cost increases in the near

re.

C. California Cities-1981 Study

Many cities in the state of California have used
contracting out in a variety of ways, with mixed success.
1981 study by the California Tax Foundation found that 39
cities in the state of California held approximately 300
contracts for different services. San Jose {estimated
1986 population: 712,080), with 22 contracts for services

ranked highest in the number of contracts among the 01t1e
reporting.

oreover, the city could not find another contractor
‘could fulfill the city's needs, nor could it afford to
orm the service in-house. The city therefore decided to
bid the service after splitting it into two districts.
enerated greater competition because a larger pool of
ders was able to compete for the service. The city also
~eased the flexibility of its regquest for proposals by
souraging bidders to submit alternative proposals. This
.sure, together with the division of the city into two
jtrlcts, prov1ded the city with greater protection from
vice defaults.

The study's executive summary report highlighting
California's experience with contracting out, stated tha
trash collection and traffic and signal llght malntenanc
were the most common services contracted.

The most common advantages for cities that contract
were: -

reduced labor costs;
lower overhead;
ease in adjustlng pProgram sizes; and

increased availability of special equipment and
skilled personnel.

000

ountability/Control: Problems of accountability and
ontrol are dealt with in many ways by California's cities
rell. Pasadena (1980 population 118,072) requires its
indscape-maintenance contractors to submit copies of daily
. schedules to the city's monitors.

The most common disadvantages of contracting were

o uanllablllty on the part of contractors; and
o difficulty in monitoring contracts. In other locations, cities have retained the right to
custodial-services contractors to fire unsatisfactory
mployees and to deduct the cost of doing incomplete work
m contractor's fees. The city of Loma Linda, California
es on the right to adjust the price of contracts

nward for performance that does not meet up to specified
indards. La Mirada requires contracting coordinators to
articipate in city staff meetings. Numercus cities have
ructured contract agreements in such a way as_to build

: 1centives and penalties into their contracts.?t These
occurring after contracting was greater, less, or the sam arious mechanisms have been developed by the cities over
as that which would have been the case had the service e to suit their particular needs and systems of
continued to be performed in-house. e jovernment, and in almost all cases have helped to reduce
costs and inefficiencies.

The study points out the difficulty in distinguishi
between cost increases that are due to inflation of se
costs and cost increases that are genuinely part of the
costs of contracting out. Moreover, the study maintain
that "many cities do not have cost accounting systems: w
permit relevant comparison of total costs (dlrect and -
indirect) on a 'before' and 'after' basis. This mak
very difficult to determine whether any cost increase

The contractmng experiences in these 39 Callforn1
cities raise a cross-section of issues that are relevan
any government that is considering contracting out. Fo
example, the issue of how to mitigate situations in whig
contractors submit unrealistically low bids in order t«

Philip E. Fixler, Jr. and Robert W. Peele, Jxr., "Status
f Local and State Privatization”, in Steve H. Hanke (ed),
Prospects for Privatization (New York: Capital City Press,
987), p. 173; Janet Rothenberg Pack, "Privatization and

t Reduction™, Policy Sciences, v.22 {(The Netherlands:
:%uwer Academic Publishers, 1989), p. 13.

Y Ibid.

12 California Tax Foundation, "Contracting Out Local

Government Services in California" (Sacramento, Califorl

ggllfornla Tax Foundation), June 1981. ;
Ibid., p. 8.

14 1biq.




With the city divided into five sectors, bids were
en for different areas over the course of several years.
¢ity retained control over approximately half the city
any given time, while placing the other half up for

ing. The purpose of the city retaining control over
f'the city's refuse collection instead of bidding and
ntially contracting it all out was to prevent the city

om ever putting iEself "completely at the mercy" of
vate collectors.

‘For the next several years that bids were requested for

sh collection, Bhe city won ten out of twenty-two

ntract awards, 29 with the city underbidding the

mpetition for one district in 1984 by approximately $1

llion. By 1987, the city had won the last two

ompetitively bid contracts, and since Egen the service has
‘handled entirely by city workers.

Bidding p

they woulg Jge ;_—f:;fjg To allevia

One overriding factor in the city's ability to achieve
1dding procedy A9ainst sta

fears tﬁaf- ings in the area of refuse collection has been a change
ublic i he attitudes of workers. 1In the words of Robert Jensen,

director of Phoenix Public Works, the city sanitation
rkers :

te Contractorg:

are really in a competitive mode. We have cut our
costs way back because we have learned from
private contractors. We have the unions convinced
of the need to improve productivity.

- The success of bidding and contracting in Phoenix is
with thre

ributable to the carefully controlled introduction of
petition into the work environment; private firms and
iblic agencies alike know that they will have to compete in
r to earn the right to provide services like refuse
llection. The lesson from contracting refuse collection
Phoenix has been that public bidding, clear contract
cifications and performance goals, and careful control of
le. division of labor between the public and private sector
:cut costs substantially.

Refusge

iy Collection,

8 structure in'ﬁ
e COllectj_on in. b_'E.d., p-3.
1 Ibid., p.2.

) ‘ g :Steven Moore "Contracting Out: A Painless Alternative to
D Phoenix", Public ¢ Budget Cutter's Knife," in Steve H Hanke (ed.),

ications), October ospects for Privatization (New York: Capital City Press,

rvices i
ICMA Pub]

"Privatization and Cost Reduction", p. 15.




Newark, New Jersey

As of November, 1987, Newark, New Jersey (estimated
1986 population: 316,300) was reported to have the greate
numbe; and variety of contracts with the private sector of
any|C1Fy on_the East Coast of the United States.
Beginning with solid waste collection in 1977, the city.we
on to contract some or all of nineteen different services
within the public works function, leading to significant:
savings.

For example, the city estimates that it saved betwee
$900,000 and $1,800,000 during the first three years (19
through 1979) of its first five-year contract for solid
waste collection. This contract authorized a private
coptractor to collect solid waste in one-third of the ci
while the municipal sanitation division collected for the
other two~-thirds of the city. This arrangement is stil
place in Newark in 1990. 1In Figure 4, data compiled in ty
year-long studies reveal several other important statisti
abou? the performance of the contractor and the city. T
studies cover two Separate periods of the contract, July;
1979‘to June, 1980, and July, 1980 to June, 1981, and wer
carried out by a private consultant hired by the city. '

The costs and performance indicators in the first stu
year shgw that the contractor by far outperformed the city
sanitation division. 1In particular, the contractor's cost
per ton of collection were $8.34 less than the city's —-.a
17.5 percent savings. These savings were associated witt
much higher crew productivity: more tons collected per.
work day, more stops per minute to collect a larger numbe
of containers per minute, and more stops per route. :

. . Moreover, follow-up telephone and mail surveys
1ndlcatgd.that levels of satisfaction with service quality
among citizens were about the same for the contractor and.
city collection areas. In both the telephone and mail:
surveys, howeyer, more respondents served by the city
reported service delivery problems Ehan did those citizens
who were served by the contractor, 22 |

In the contract year 1980-1981, a follow—up survey
conducted by the same consulting firm indicated that the
city's performance improved drastically, while the
contractor's performance improved slightly over the previou
year. Costs per ton of disposal rose for both the city and
the contractor, but for the former only by $2.11, and for

Py . N
Alvin L. Zach, and Frank J. Sudol, Privatization: The
Newark Experience, New Jersey Municipalities (Trenton: New
ggrsey State League of Municipalities), November, 1987, p.
Ibid., p. 33. ;

% Satisfied w/ service

FIGURE 4

Trash Collection Performance
In Newark: City versus Contractor

FY 80

Cost/ton ($)

Tons/worker day &
Stops/minute

Containers/minute B

Stops/route B “\ -

_. .
% Satisfied w/ service P

% Reporting problem &

80 100

FY 81

Cost/ton ($)

Togs/worker day &N
Stops/minute

Containers/minute f&.

Stops/route

% Reporting problem

100

B} City Contractor

Source "Privatization, The Newark Expertence,” New Jersey State League of Municipalities
November, 1987,



Chapter IIIX
Philadelphia's Experiences
with Contracting Out Services

Vehicles, vehicl e In addition to contracting out for practically all
Furthermor : : : bital improvements, Philadelphia has a long history of
tracting for some operating functions. The city now
ntracts out for a range of serxvices, from child care to
aintenance of street lights. This section reviews the
ount and concentration of the City's contracting out for
90. It provides information which will be helpful in
, Once again, 54 : sonsidering the potential for increased opportunities. Also
introduction of pri was th T icluded are measures of change from FY80 to FY90.

arge amoun e i .
first vear ts of ... For the purpose of this analysis, PEL classified as
ntracting out only expenditures for professional, ‘
sultant and specialized service (Class 250 expenditures),
pair and maintenance (Class 260 expenditures), payments

- care of individuals (Class 290 expenditures), plus other

: s 200 costs if they appeared to be directly related to
ervice provision.1

Wﬁich Services are Contracted Out?

The Philadelphia services functions which have the

hest percentage of FY90 expenditures in contracts are
ealth care, streets, and human services (Figure 5). Among
ajor service functions, 80 percent of the budget for health
rvices was contracted, 60 percent of the streets budget

1d 56 percent of the human services budget were contracted.

hmong specific service categories, 96 percent of the
mental health and retardation budget was contracted out,
lowed by 95 percent of the solid waste disposal budget,
S indicated in Table B1l, these are followed by delingquency
and children and youth services and homeless services.
etween 70 percent and 80 percent of the budget for these

nctions represents contracts with private or nonprofit
roviders.

Approximately 64 percent of the street lighting budget
excluding electric power) is put intoe contracts for repair

In"the city's accounting system, class 200 encompasses
Ichase of services. This was the fastest growing element
-he city budget between 1980 and 1990. 1In addition to
'contracting out" items included in the analysis in this
apter, .class 200 includes city payments for utilities,

5€s, rentals, and postage.



FIGURE 5

P
erc_:entage of Expenditures Contracted Qut
FY80 v. FYgo

maintenance of lights. Almost half of community health
vices (49.6), the stadium complex maintenance services
percent), building and custodial services in the
-osrtment of Public Property, (46.5) and over 20 percent of
.ghway maintenance services are contracted out.

100%

Wwhile earlier sections of this report showed that two
he most common services contracted out by other cities
s0lid waste collection and automotive services,
ladelphia contracts out only a relatively small
centage of the budgets of these activities. Only 5

ent of the automotive services budget and 6 percent of
e solid waste collection budget is contracted out.

Almost one half of the city departments with budgets of
east $1 million contacted out less than 5 percent of
heir budgets. Three departments (Human Services, Public
alth and Streets) accounted for almost 90 percent of all
e eity's contracting out dollars (Table B2).

Comparison with Contracting Out in FY80

Comparison figures from FY80 show that contracts now
N unt for a greater percentage of the budget. As
sresented in Figure 5, 5 of 8 City functions showed an
rease in the percentage of their budget contracted. Of
selected services listed in both years, 17 had a greater
percentage in contracts in FY90 than in FY80, while the

re of contracts declined for 6 of the services (Table

0%

HUMAN SERV HE
ALTH STREETS NN

ADMIN. PUB.PROP. PUB.SAFETY | PARKS'

. The largest decline was in landscape management

rvices (Fairmount Park Commission). In 1980, 18.5 perxrcent
this service was contracted out; in 1990, less than 1
‘cent.. In FY81, the Commission switched from a private
ntractor to inhouse for these services which dealt mainly
-h tree pruning, spraying and removal both in the park and
¥ city streets. The City no longer provides these

rvices for city streets.

Source; City of Phil

: adelphia, "Th .

* Contract Expendit phia, "The Mayor's Operating Budgets for Fiscal Years 1982 and 199¢"

N ures were defined a . '

services (Class 250), re $ expenditures for .
; . , alr professional, tan .
Individuals (Class 290].pOl:h§:'1 ccltlr:;;nztgﬂance expenditures (Class ZSOICZI;;IM aymt ot o lized
Services were also Included. 0 expenditures directly related Eo the I;Jrovi;‘r:)tj é'?_r care of

treet Lighting and 1 penditures have been excluded fir .
the total budgeted for Automotive Se:;f:zlspur(:hase vehicle expenditures have beer? x;:cé?lfdi?int‘;zal
. m -

- Among the 17 budget units with increases in the
ercentage of their budgets devoted to contracts, solid

aste disposal experienced the most substantial gain, rising
from 14 percent to 95 percent. This was a result of the

ty no longer being able to dispose of solid waste in city-
ned landfills and having to contract out for landfills.

Another activity with a substantial increase was
uilding and custodial services. In 1980, 18.2 percent of
hese budgets represented centracts; in 1990 the amount was
6.5 percent, an increase of 28.3 percentage points. This
s primarily the result of an increase in the City's share
f' funding in the Mall Maintenance and Market East
ontracts. The City had agreed to contribute a certain



1980 1983 1986

4.7

C. City Contracting Provisions ' omotive Services 4.3% 7.4% 4.3%

e

Severzlf; %i;—l{;:dcgrrent authority to contract out is id Waste Collection  5.6% 3.4% 4.4% 5.9
47 of AFSCMRE ] & 1 i : % ) % )
stipulates né layofts metil ective bargaining agreemeﬁ ”d Waste Disposal = 14.0% _11.60 71.8% 95.0%
the contract with Loeal June 30, 1992. Additionally 1ding/Custodial 18.2% 21. 63 33.4% 46.5%
out unless "it cal 33 does not allow for contractina ;ldlng ustodia sen - 9% -2 e

1t has been determined that it is more ing

economical for the Cit
Yy to contr i
sconomical for the City to sont act out to a Union Contracting out of automotive services and solid waste

employee within the unit", the work performed by t oction has remained relatively constant over the ten
2 - period, whereas for solid waste disposal and
uilding/custodial services, it has increased substantially.
se four service areas are discussed below. :

Und '
Contract:rngﬁ Egmi Rule Charter (Section 8-200), all cit
two oxaaoiiost et tg the lowest responsible bidder i1
i qae aiti §s. professional services and purchases of =
cles. All contracts for expenditures over $2;0
r

must be let throu
gh a formal competiti iddi
Home Rule Charter Section 6-104 gtatzgvihgtdgéggrerSES ‘The Automotive Services Division of the Department of

contract shall be eff A S K y , ,
. ective : , ylic Property carries out centralized vehicle maintenance
approve it as to availabiliéytgg gizggtor ©f Finance sh d repair functions for the city. (Some city departments,

) ' cluding the Police, Streets and Water Departments also
& automotive service units.)

Automotive Services

As t : .
Charter pgosig maiimum length of contracts, the Home Rul
es at no contract may be executed unles:

unencumbered appropriati ,

: priation is avail : . i :

restricts contracts to one year a;hizie: Eﬁls réequiremen idget (excluding vehicle leasing) of the Automotive Service
! 1s the term of the <ion contracted out for these services has been about 5

operating budget ordinan i
ce, with i e: .
contracte may bo erecnone if h the exception that longe cent. Generally, the services contracted out are

‘Over the past 10 years, the average percentage of the

; Co i . T : . :

contract. But even in the 1atte¥ Cagncll ;pproves the - praisals of damaged vehicles and automotilve fluid
C%ause must be inserted in all contraiésa ?Er—year escap lyses. An insignificant amount of the repair or
of contracts with authorities. s with the excep ntenance functions are currently contracted out.

D. Philadelphia's E . ' Lo . . . . .
Xperien i : anitation Services - Solid Waste Collection and Disposal

Contracted Out Servicesce with the Most Commonly

Prior to 1922, solid waste collection and disposal

This section exami \ . S \ . f
) ne : . vices were provided b rivate contractors. Since then
contracting trends for soﬁelgeig?iegegall' Philadelphia's ' have beenpcarried oitpmainly by city personnel. In ’
EUF: automotive, solid waste collectiogequznt%y contracte -1y 1988, the city sought bids for waste collection and
uilding/ custodial. and disposal, apd sposal. Bids were received in March, and the contracting

bosal was included in the proposed FY83 budget.

e | -
percentage of contracting out for these services

past ten years is i i |
L Tl : provided in the ta i
Building and custodial services are combinedbUlat

beca :
use, up until the 1990 fiscal year, they were combiné

The proposal specified that the contractor was to give
st hiring preference to current Sanitation Division
mployees. It also stated that the contractor was required
compensate their employees at the "prevailing

ladelphia metropolitan area wage rates". The proposal
not specify what source would be used to determine
vailing wages.

in the operating budget.

ontract Street Cleaning Died December 31, 1921",
' Business, January 5, 1922 {(Bureau of Municipal




In contrast, the FY90 budget allocated only $2 million

so0lid waste collection contracts. The percentage of

d waste collection services contracted out over the past

en years has remained relatively constant, at approximately
arcent of the budget. This long-standing contract is

h collectors for pig farmers, who collect garbage from

‘52in areas to use as feed. ’

In his FY89 Rudget M - B
resistance, declaring thai?sage’ the Mayor anticipated unic

I .
WhiTeap;iieiﬁngysgpporter of organized labor and
. : _ financial plan anticipates '
Eg;ziﬁé:azgon, wh}ch thgy may find difficult, I am
lopopite in Egriglig Fhls only to the extent that
; rk with the City to find -
meaningful and cost effective alternatives.3

uilding Services

The Building Services Division of the Department of
blic Property is a labor intensive unit, with more than
o-thirds of its budget allocated for personnel costs. As
it would appear to be a good candidate for contracting

“4f labor costs could be reduced.

mere ~gap measure to handle th it

so ;SQZEﬁtelmaEagement problems of the City untiletgglt

to ste piant was approved and operating. (The
proposal was Subsequently defeated).

Many repair and maintenance functions are contracted

by the Building Services Division. These include

tor and escalator maintenance and repair, building

fenance, air conditioner maintenance and oil burner
enance. Contracts in the FY90 budget total 5636, 950.

Sin i~ i

Counciy ggpioﬁgitl year private contract was proposed i
was inppopproY inwii necessary. On April 21, 1988, a'bll
Conmiscsoouced in t e City Council authorizing the Stree
Manmcomeoner to o er into four-year agreements with Was
Indaopasent of Phi?sglvan%a, Inc. and with Browning Ferr
disposal o sornd a elph%a, Inc. for the collection and
to po areof sold Mwaste in the City. Five agreements we:
Giepoonrth Waste anagement, Inc. for the collection 'anc
wonng oL Of was l_ln five areas; Browning Ferris Industrie
would e olid waste in the sixth area. The bids f

anagement, and Browning Ferris, which were the only

two bidders, were $32 millj
. . million f :
million for collection and dispgza§OlleCtlons and $75

A comparison with FY80 levels of contracting out for

o services is not possible given the format of the

‘et . The FYB80 budget combined custodial and building
‘ices expenses, while custodial services were put into a
parate division in the FY90 budget.

Custodial Services

By nature, custodial services are labor intensive, and
fore have a high potential for savings from contracting
© The Custodial Services Division in the Department of
lic Property is responsible for cleaning the Municipal
ervices Building, City Hall and adjacent concourse areas.
sartments in other city-owned facilities either contract

- “or have a physical maintenance worker or a custodial
rker on their staff. However, contracting out is minimal
ightly over $100,000), with the exception of the. stadium
omplex which amounts to almost 5600, 000.

7 A .

signif?iagigy iicgsts for providing the same services

Solnairsan agd dg er. The estimated costs for solid was

Soltection mill%sposal for the City (excluding district

erpor b 2T t]J:.lon. _Comparing the public and private -

Sosvor » e private bids were 34 percent lower for
on and disposal combined. When this bill was -

referred to the i
rojeotad. committee of the whole Council, it was

R - k
disposzlaoiiplacem?nt’ a bill (Bill 173) for solid waste
late Tune 19§8wa§lint;oduced in late May, and was passéd-l
into comtraaco’ _thOW1ng the Streets Commissioner to ente
munioient o l'dWl Waste Management for the disposal &
fonnage) OVO id waste (subject to a cap on the total '
aside s56 BG;iil?OHr~year term. The City's FY90 budget s
approximaé s lon for solid waste disposal contracts
ely 35 percent of the total solid waste dispésa

The Custodial Services division budget includes paying
r contracts for custodial services for the Market Street
ast station concourse and for the common areas of the

llery Mall. It also has a contract for a portion of the
stodial services for the I-95 access highway right of way
Ar Penn's Landing. The Mall maintenance contract is the
argest by far, exceeding $2 million in the FY90 budget.

hé total amount in contracts for FY%0 is over $3.6 million.

expenditures.

Because Custodial Services had been included with
ilding Services in the operating budget of the Department
£ Public Property up until FY90, it is impossible to
termine how much of the general fund went to custodial

3
Mayor's FY89 Bud :
get Messa ] ;
th , ge, Appendix to the & :
jAe Council January 1,1988 to June 30, 1988, v. igfn;%*q’

Ci 1 :
ity of Philadelphia, Streets Department, 7/26/89.




service contracts and h
o
contracts in 1980. i

much went to building service:
: Chapter IV
D. Summary st Implications for Contracting Out Specific Philadelphia
o ' Services: Comparisons of Four Models
numbervzigl;érigiiggglggla contracts out for a greater.

. The percentage of ti:rgigestnow than it did ten ye: The best way to determine the cost implications of
expenditures has increased fromge representing contract nding contracting is for the city to go out for bids for
percent from 1980 to 1990 Thi apﬁroxlmétely 22 to 37 ices now carried out by city employees. However, in
to the city contracting out f 18 change 1s not attributab 5 chapter, PEL develops models for four Philadelphia city
by its own employees; rather oitseerces formerly provide ces to determine whether contracting out could result
lncreases in functions tradiéi iipresents expenditure gnificant cost reductiomns. The services examined are
Philadelphia, such as health Oﬁah y contracted out in stodial, building maintenance, vehicle maintenance and
disposal. and human services and trash itation. As noted earlier, they are typical of services

atracted around the country.

increased percentage : . ‘An important factor in evaluatin contracting out as an
reflect the uniquegoczﬁigegggscéty has put into contract ion is Ehe city pay scale relativegto the privgte sector.
of contracting out of regular escribed above. The amoun y pay scales for the predominant job classes are nigher
significantly increased betwe' ricurrlng services has 1 the private sector for one of the four services

en 1980 and 1990. i stodial) and lower for two (building services and vehicle
ntenance) . Data were not available regarding the private
or pay scales for the predominant Jjob classes in the
itation services, and the comparisons for those classes
e based on the assumption that city and private pay
es were the same.

no

M'thodology for Computing Models

The models consist of two projections of private sector
. for each service, to compare with city costs.

ection One assumes that the private sector, in addition
having its own pay scales and pay supplements patterns,
achieves efficiencies that allow firms to employ 10
.ont fewer workers than currently employed by the City.
percent figure was chosen as an indicator only, and
differ substantially. The primary rationale is that
‘ate sector firms pay considerably less for time not

ad, such as days off for holidays, vacation, and sick

e than does the City, as discussed below. Moreover,

ate firms will not necessarily observe the same strict
ule agreements that control work time, crew sizes, and
s of equipment used under public service union

ntracts. As to non-personnel costs, Projection One

mes that these are the same in the city and private

or. In Projection Two, these are decreased by 10

cent for the private sector.

The source for most of the City costs is the

ladelphia FY90 budget. The cost figures include pay,
‘operating costs, and eqguipment costs. The benefits
ries included under the City costs were calculated by the
, based on information provided by the City's Director of

¥

ounting. The benefit figures do not include costs such

R L AR Tt st o S e o



a5 retiree health b i

_ enefits
infunded pension liabilitieg?
ould continue even if the cit

Eiyments for prior year -
@ reason is that these

c
Yy contracted out the servig:FS

Based on national surveys, the total value of private
or payments for time not worked including vacations,
days, sick leave and other leave (expressed as a
centage of total payroll) was 8.5 to 10.6 percent.2

ed on information presented in a May 1990 PEL analysis
summarized in Table B4, for Philadelphia's unionized
yees, this value ranged from 16.7 percent (Local 2187,
ict Council 47, professional-technical employees) to
6 percent for the City's District Council 33, covering
t non-professional white collar employees and all blue

Informati i
const L2 mﬁi;ﬁg gﬁom Q1fferent sources was used to
the oonot models Thprlvate sector pay and benefit cost :
maingy thronan th e study estimates pay and benefit ® e
Depariment oodh £ € use of materials from the U.S 0
commparing of La Oor, Bureau of Labor Statistics- )
survey. oy ooV nggfnterpayts included in the aéea wa
using FibarerCE DO tksluperv:Lsory positions was calculaged
PRiladelonie: BB le November, 1988 publication of tﬁ
fﬁrvgy updatéd by tﬁévﬁgizgng Jfgggy ublicmeiandn AreaeWng
Ivey _ ’ ubli i i
supervgzogp tg E-lﬁ‘eSi‘-lmated July 1, 1589 lZ$ZiOT' to bring
Y Positions that do not have publishéd ffgires (a

is the case for cr
. ew lead
assuming the same relatioﬁgﬁié wages are calculated by

o

indings for Four Models

‘As Figure 6 and Table B5 demonstrate, the projections
‘the selected services in Philadelphia show that

icant cost reductions could be realized in the two
rices where the Citg's wage rates were higher or the same
he private sector. For the services for which City pay
i4les are below those paid by industry, reduced costs would
‘be realized but would be of a lesser magnitude.

Benefits
(other than Pay for time not worked) are

f pay, based on information in

Compensati ase of Employer Costs £
fion. (Table B3) This publication fé fgglgﬁge
a—.-

rather than local d
ata. E
were converted to employ€r2$10yers' costs per hour worked .

Bureau of Labor 8§ i
‘ tatisti
the Philadelphia budget:.tC

Contracting out sanitation services would result in
bstantial cost reductions under both alternatives tested.
~all of current sanitation services were contracted out to
e private sector, the estimated private costs were
proximately $9.4 million to almost $11 million (13 to 15
eént less) than the city's costs. (When the City
nsidered contracting out sanitation and disposal for FY83,
e city estimated savings of about $32 million.)

The proj i i
productivgt;jigt;ons take into account, as a possibl
Philadelphin: s Eigzegggt,.the relatively high value gf
fo the privats Lome with paid leave benefits as ¢
Or. As noted above, the differenggzﬁaiid

. For custodial services in the Department of Public
roperty, the private costs would be $587,000 to $677,000
than the city's, or 23 to 27 percent below current

sts, depending on the assumptions used.

In the models, private sector costs were still lower
r the two services where private sector pay scales are

ier than the city's. The cost differential ranged from
,000 (4 percent) to $334,000 (7 percent) for puilding
.ntenance services and $54,000 (1 percent) to $256,000 (5
cent) for auto services. Depending on the profit margin

.S. Chamber of Commerce Research Center, Employee
nefits, 1988, Washington, DC, and Bureau of Labor
atistics, Employer Cost For Employee Compensation - March
989. Washington, D.C.
PA-NJ Metropolitan Area Novemb The projections were based on the assumption that all of
U.S. Government Printing Office, . ie service was contracted out. In the most successful
r 1989, page 13, also Emplo ereé st zamples of contracting in other cities, only a portion of
on, - March 1989, June 1989,yfabig‘.s ‘service was contracted; the remainder continued to be

_ ot rovided by the city.

1 U.S. Department of L
abo
?age Survey: Philadelphiar’
1988 Washington D.C. - 3
?;rcp 1989, and Novembe
Oor Employee Compensati

Bureau of Labor Statisticsf




FIGURE 6

. e suired by the private firm, the differential might or
Percgz;taige of Cost Reductm_n D.ue to Contracting Qut e t not be translated into lower costs to the city.
ot Selected Services, Projections One and Two =
Philadelphia, FY9Q _ ‘The detailed computations for each of the four services
: presented in Appendix A. 1In all cases, a most
gnificant contributing factor is the expected lower
ate costs for employee benefits. As indicated in Figure
lower private sector benefits costs for sanitation
arvices would account for almost half of the projected $11
on cost differential under Projection Two. Lower
afit costs for the four services range from 34 percent to
percent of the total estimated reductions under
jection Two.

Implications for Other Services

‘These models indicate that the main variable for

ecting potential subjects for contracting out is city pay
1les as compared to community sector pay scales. A PEL
alysis (Table B6) shows that for

non-professional and non-managerial jobs, the lower
skilled the job, the more City pay exceeds the
market,

white collar clerical positions, City pay generally

11 exceeds the market,

- 3 < : kill ‘ 1
Custodial Serv.  Building Serv. Automotive Serv. Sanitation Serv,: : Eh;n Egebigikggllar work, City pay scales are tower

In addition to reviewing the four services tested in
e models, the contracting out alternative should be
Source: A i - viewed for other major budget units or sub-units, with the
: Appendix A. : " : : s :
st reduction potential varying with the pay scale
tionship.

Projection One Projection Two

(a) Projection One asstmes that the private sector will have ten percent fewer employees

than the City and will incur the same 1
non-personnel costs as the City. ; : vy . . . .
P e City :  Exhibit 1 lists service categories and City departments

() SP;I; ‘?:Engﬁvi\;onisns_ur;ess greater efficiency improvements on the part of the private : ploying Qrec}ominant job classes for which private sector
Tevels o Projecf)tionogﬁzi costs are assumed to decrease ten perceni below the _ 11 adelphia job comparisons are available from the U.S.

’ epartment Labor. Service categories were included only
en the City department employed a substantial number of
ployees in the designated job classes. (City departments
rally utilize a mix of job categories, in most cases
luding jobs both with higher and lower pay than the
vate sector.)

" Among budget units employing large number of workers
eiving higher pay than their private sector counterparts
the food service operations of Riverview Home,
ladelphia Nursing Home, and the prisons. Guard

ations in the Art Museum and various other city
rtments fall in this category, as do nursing support




FIGURE 7

Projected Benefit Cost Reductions for Selected Services as
a Percentage of Total Projected Cost Differentials
in Philadelphia, FY90

Automotive Building Custodial Sanitation

Source: Tables Al-c, A2-c, A3-c and Ad-c.

Classification of City Sarvice Categories
By Relative Pay Scales for Main City Job Classes

Service Categaries

Clerical, Administrative Support

Acctg. Date Entryy Secretarial
Computer — Related

Facilities, Security

Janitorial, clesning

Practical Murses, Aides

Food Service Workers, Cooks

Budget Units

Various City Departments

Phitadelphia Computing Center

Art Museum
Various City Departments

Various City Departments

Philadelphia Nursing Home
Rivervi ey Home

Riverview Home
Prison Operations
Philadelphia MNursing Home

a) Cost differentials attributed to benefit costs are based on Projection Two.

Service Categorias

Skitled Maintenance Carpenters
Electricians, Poverplant
Automotive, etc.

Budget LUnits

Stadium Complex
Recreation Department
(Maintenance Division)
Prison Operetions

Various City Departments

' ‘to private sector jobs.

vjidas the 1988 comparisons between £ity and private pey scales.




:gii:i: ;ﬁ Ehe,nur51F9 home and Riverview, and custodial
2150 vor h'aiious city departments. Clerical workers ar
however ythlg Y paid relative to the private sector;

redo £y ey are scattered throughout the city, and do'n
% minate in many large budget units. Computer related

jobs are relatively highly pai
: id; . !
the Philadelphia Computing genter?hese are found ma;nlx

Chapter V

Sumpary of Major Findings, Conclusions and Recommendations

Major Findings and Conclusions

oﬁher local governments in U.S. contract out many
functions handled by city employees in Philadelphia.

Examples of contracting out are found for practically
‘any local government function other than police. Most
common are: solid waste collection, vehicle towing and
~storage and building/grounds maintenance. Others
include administrative functions such as data
‘processing and tax collection. However only a very
small minority of governments contract for corrections
‘and fire fighting.

Otﬁer cities have had success in reducing costs by
contracting out.

There are many examples of governments reducing costs
by contracting services formerly performed by city
employees. According to a 1987 nationwide survey, the
median cost savings reported were in the range of 10

among labor intensive services.

mpetition with contracted services has had a positive
fect in improving productivity of city employees in
several cities.

:Phoenix, Arizona, and Newark, New Jersey provide
examples where contracting out part of a service has
spurred the public sector to greatly improve its

public works department has decreased its costs for
refuse collection to the extent that the city has won
ecent bids and replaced private collection. 1In
Newark, the cost for the services that the city
rovides directly have been reduced substantially.

percent to 19 percent. The most positive results occur

efficiency in order to remain competitive. The Phoenix




4. The following factors appear to be instrumental in

: ' i i e benefits as compared
determining the potential success of contracting out: he City's high costs for employe

to those paid by private industry is a major factor 1in

i ity' i t.
® favor of expanding the city's contracting ou

Clearly defined conditions and expectations of
contract performance.

In PEL models for comparing costs of city V-f02§2§a€§ed
operations, a most significant contributing rivate
the estimated cost reductions is the lower E v o
“costs for employee benefits which supplem:n t?a{iy

the average, private industry pays a suzs agenefits
lower amount for pension, health and other

‘which supplement pay.

b) Accurate specifications of production output
expectations and measures.

C) Contract size which attracts firms that can benef t

from economies of scale, but not so large that
smaller firms cannot compete.

: s : i t (20 percent for
d) Contracting out only part of the service area, to Additionally, the City's hlg?ogeigzg nét wgrked as
provide public-private competition. £ District Council 33) of pay

5. For quality control of contracted service, formal ‘percent) lends supporz toezgiczst?Eh Tewer personnol.
interaction appears more effective than only monitoring “firms could perform the s
Performance. e

EL models indicate that the City C°“1grzzzi;;eogg?t The
servations by city agents; reductions by increasing its use °fn03§ich the City's pay
d as inclusion of contractor ° potential is highest for seerzeihe. rivate sector.

Y agency policy and planning _ c¢ales are hlgher_than thosi‘ol exiszs evon if city pay
together with regular reports from contractor Howaver, cost savings poten lih n the private sector.
officials in order to supplement monitoring. s¢ales are the same or lower a

Monitoring relies on ob
"interaction" is define
representative in cit
meetings,
to agency

- 2 ; i d cost reductions
Philadelphia has substantially increased the percent of In the models, the highest projecte
its budget for contra

. ; i -—a field
cting out activities over the past ‘range to almost 27% in custodial seFVlEZSseitor
ten years. e where city pay scales exceed the priva

i i i lower costs for two
The City contracts out almost 37 percent of its budget The models did find potengzil%gbs where private pay
Poreintise point over e T00 Figure of 25 percent. rates ox Wl;hdsiitlegaizz Tie estimated reductions
- ' ' ede . '
e e e e e of peResnt ;izei.gx;Zrcent foi building services and 5 percent for

The increase in Philadel ~automotive services.

phia's contracting is not
attributable to substitution of contracting for direct
city service, but mainly to increased expenditures and

scope of services for functions traditionally contracted
out. .

Examples of greatly increased expenditures are for such
mandated programs as mental health/mental retardation,

and children and youth services, and for solid waste.
disposal.

Much of Philadelphia's contracting out is for health and
human services, mainly with the nonprofit sector. -

There is substantial contracting of the City's health

and human services activities, mainly with nonprofit
agencies, although some for-profit firms are also

included. The largest contracting out with the private
" 8ector is for solid waste disposa




. . i for some
Recommendations Where practical, the city should seek bids only

gﬁénts of each of major services to be contracted.

1. The City should en
activities with the P
contracting out.

gage in a systematic review of all i
otential for initiating or increasing:

The bid prices would then provide a stangggdsgfments-
arison for public performancelln the non- %ddergwould

So the city would be protected in case the bi

‘to produce.

2. In reviewing services f
emphasis should be on ae
scales are higher than,
pPrivate sector.

or increased contracting out, :
tivities in which the City's salar
Or comparable to those paid by the

Yy

“fn both Phoenix, Arizona, and gewark, ﬁew Jezigy,

t of the solid waste collec?lon services W . vas
i nf:ed out to private firms while the public sec ?E
“Ongible for other segments. In'both cases, the City
”P”rs' productivity improved considerably.

The analysis should include'the following activities_
among others:

Art Museum--guard services.

Philadelphia Nursing Home--all services.
Riverview Home--all services.

Streets Department--waste collection. o
Fairmount Park--grounds maintenance and landscaping.
Recreation Department--grounds maintenance. o
Custodial services--various departments
Phila. Computing Center—-all services,.

The City should also enter into the bidd%ng gg:ggs:ofor
i i ish a specia
: rvices, and should establis

a3°§a§: the p;blic bid to ensure that all costs are

cluded.

Phoenix provides an example of the city depzriﬁiitihe
dding against the private sector: To mgke Sgioenix g
is not stacked against the private firm,

3. Given the fact that the City's current collective

bargaining agreement with non~uniformed employees stipulates
no layoffs until July 1992

it i indirect costs which may
sure that it includes all in ch
migeincluded in the budget: of the department providing
he ‘service. .

a successful contracting out policy. Activities should
include:

a) Establishing specific and clearly defined condition

and expectations of contract performance.

b) Developing accurate specifications of production
output expectations and measures.

c} Design of a management audit system to more fully
evaluate the effectiveness of service delivery performance.

This program should apply to current as well as future
contracts.

4. Interaction between the City and its contractors should

be an integral component of any contracting out process
entered into by Philadelphia,

The literature strongly documents that continuous

i i i 1
tablished a board to evaluate the public bid, particularly

interaction between governmental agencies and coéntractors

substantially enhances the prospect of successful
implementation.




This appendix provides t
jels discussed in Chapter IV.

Custodial Services

‘pable Al-a shows the estimated cost of custodial
ervices in the City's Department of Public Property.
ie employed in the custodi
‘the City's offices in the Mun
Hall, and the Concourse connec
ages and salaries of these employees a
sted in the FY90 budget and benefits tota
proximately 27 percent of total compensation.
ating and equipment costs are
pectively.- These costs do not include $2,924,245
er "repair and maintenance” which applies to contr
air, maintenance, and custodial services already
ntracted out for the Gallery Mall, Market Street Ea
ion and Penn's Landing. The total cost for the s
is currently performed is thus $2,514,989.

Table Al-b provides projecte
onnel performing custodial se
6r. Wage expenditures have b
scting pay rates published in
urvey, November 1988, updated by the Novembe
sring the figu
t projections for wages and benefits respectively
23.547 and $210,485.

‘As Projection One (private sector pay an
n Table Al-c shows, these figures are 30 per
City's for wages and 53 pe
Iting difference between priv

d capital costs estimated to

serformance of custodial services amount to $
s figure is 23 percent less
Department of Public Proper

- Projection Two combines th
uction in the labor force wi
-personnel and capital costs. This projection re
tﬁreductions of $676,779 (27 percent off the City

d et.)

petailed Computations For Contracting Out Four Se

reent lower for benefits.
ate and public sector total

ompensation is $587,425, or 36 percent. With non-personnel
pe the same for the private

d public sectors, the total costs for private sector
1,927,564.

than the amount budgeted to
ty to perform this service.

rvices

he computations for the four

Sixty

.2l services division currently
icipal Sexvices Building,
ting the two buildings.
re $1,178,079, as
1 $443,370, or
Other

5881, 032 and $12,500

listed
acted

st
ervice

d cost breakdowns for
rvices in the private
een estimated mainly

the Philadelphia Area Wage
r 1989 survey

res to a July 1, 1989 level. The resulting

are

d supplements)
cent lower than
The

e effects of the ten percent
th a ten percent reduction in

veals




Table Al~a,

: f Custodial Services
| i nel Costs for Performance o
Estinated Costs of Custodial Services {n the Department of Public Property, Philadelphia, FYgo te Sector Person

' Depsrtment of Public Property} — Philadelphia, FYao

Cost Category Costs

Percent of
. ent Cost of
{Benerat Fund) Vhge Hourly Number of Viage Wag;s Sl;its Benefits
Sourcela)  Vage Workers  Expenditures on Bene
1) DIRECT PERSONNE. COSTS : ' 5 4337
- 1 30,848 17.3 '
Straight T ' B_t_i_qng_'Managar M 1‘:';; 1 35 658 17.3 8,169
;;isgnnelg:lariea 81,178,079 e 's"pa”ntendant [: 9.-25 G 96,545 26.9 25'62:‘:
v y i N . 20,45
Crew Chief 4 77 4236 26,6 ’
S - opvisar I g 9.25 403- 956 26.6 107 ,452
Overtime: Reguler &50,708 A 6.24 31 59,934 £6.6 15,942
Hol iday 6,500 S 7.18 4 ' i
5.6 13,865
Shift diffarential 19,750 A 6.24 4 52'1?3 08,6 5,448
Provision for Pay Raise 24,543 M 9,80 ! 23":03 21.9 13,229
- t Warker A 36,245 25.2 8,134
SLBTOTAL $1,279,580 -2 8.68 2 v
rersy enance Worker S i . 18,931 26,6 t;rgif
2) FRINGE BRNEFITS : M 10.88 1 22,709 28.8 v
Social Security [FICA} $89,208 : $233,872
¥
Pensions [normal cost anly) 78,881 €0 $915,052
Employes Welfare [includes 275,220 X
. N « i delphia
medicaly, dental, Life insurance, Department of Labor, Bureau of Labor Statistics, "Area Wage Survey: Philadelphia,
disabil ity and workers compensation)

Y —

"Employer
Metropolitan Area November, 1988," updeted by the November 1883 survey "Employ
SUBTOTAL _ $443,379

i i ia FYoo
for Employee Compensation," March, 1983 Table 8. City of Philadetphia F

|
ol. II, s.46, p.B0.
3} MONPERSOMMEL, COSTS '

| ‘ L

[ and other City wages; A = Area Wage Survey; 8= Super\;wury wages ‘:
i i urces

agy" in chapter IV for further explanation of data so

Purchase of Services [Clase 2001 a/ $764,782
Materials and Supplies (Ctass an0} 116,250
Equipment (Class 400j $12,500

e e e bt

S 8TOTAL $893 ,632

TOTAL b/ $2,514,990

Source: City of Philadelphia, "The Mayor's Cperating Budget for Fiscal 1990," Section 48

for direct personnel costs and indirect costs, and Director of Accdunt‘ing.
“Fringe Benefits Costs ~ Fisoal Year Ended June 30, 1990" ([April S, 1990}

a/ Excludes $2,924,245 for contracted repair, maintenance, and custodial services provided for
the Gatlery Mall, Market Street Fast Ststion and Penn's Landing

b/ Excluding overtime and hol iday pay, shift differentials and provisicns for pay raises,



Table Al-c.

Projections Comparing Public and Private Sactgr Costs to Parform Custodial
in the Department of Public Property, Phitadelphia FYan

Table A2-a illustrates the Ccity's costs for building
wices in the City's Department of Public Property. The
1ding Services Division and its 103 employees are
ponsible for maintaining heating, air conditioning,
mbing, electrical, and various other systems thrgughout
- Hall, the Municipal Services Building, and police and

Y ;
& stations throughout the City.

Services

Projection (hela) - Projectien:

Difference

FYao (Private ta City)

City Private Amount  Parcent Private

The total cost for the service as listed in.the_FY9O
doaet is $4,601,943, excluding provisions for overtime, pay

Number of Employess 60 - - i i d salaries
54 & Zes, and shift differentials. Wages and sa ari
gagazSaLa;iss () 1,178,078 823,547 {354’5:21]] [[;g.*?]] - si: _ 'prj_;-,e 62,431,439 of the resulting costs, benefits total
B t - . 1
Ta::l. C:m[a} 1 445,579 =10,485  {232,894) (52.5) 210,495 {I::: - ,525, non-personnel costs are $1,307,300, and equipment
Norpe reemmol Goct [f] 1/621,457 1,034,032  (567,425]  (3B.2) 1,034,032 3 sts are $43,679.
onnel Costs (%] 881,032 881,032 a . P . o

0.0 792 0 . :

Equipment Costs (%} 12,500 12,500 0 0. 112;3 (881 projected private sector peizzgnziecgzgicigz igBTables

parable building services wor
b and A2-c. Assuming that non-personnel costs and
sment costs will be equal in both the public and private
cotors, the total cost for private sector performance

Sls 54,402,795, or 4 percent less than the public

 tor‘s cost of $4,601,943.

imates a 7 percent cost reduction of

Total Budget*s
g $2,514,989  $1,9%7,564 (8587 ,425) (23.4] 1,898,210 (8676,778

Projection Two est

*Excluding overtime and holiday pay and shift differential
4,246.
’

a) Pra i i
ihl éii:?tﬁsgegh:;:szzzei'Ehat the private ?Bctor will incur the ssme non—persannel and equipment ¢
rhren Yos Soeopn oo t:E1P:‘fre bas?d on figures from the Department of Labor, Bureau of lLabor St
Ent oy Do o iladelphie regien November 1988, updated by the November 1989 supvey
st Index," March 1989, pp.48-52, The number of private workers is assumed to dacre:

percent reflecting less privete sector .
sy for t . s
efficiencies. s EERAT P Ime nat worked, as well as taking inte account pos

3. Automotive Services

The Automotive Services Division of the Department of
ic Property employs 96 people and has a total budget of
098,280 (Table A3-a). This figure does not include an
ditional $25,958,626 which is spent leasing and purchasing
hicles to serve various city departments, nor does it
icilude fuel costs. Wages and salaries total $2,308,5%3
gain excluding overtime, holiday and shift differential

ay for comparative purposes), while benefits cost $769,873.
personnel costs total $1,995,920, while equipment costs

ount to $23,944.

b) Projecti i
(b] jection Two assumes greater efficiency improvements on the part of the private sector:

nor-personnel costs and equipment costs
y are both assumed t
the stendard levels used in projection One, ? fecresse 10 percent belon

private

Projection One results in a private sector budget

are that is slightly below the public sector FY90 total.
he private sector budget, under this projection is $53,666
_percent) less than the public sector's budget a
rables A3-b and A3-c.

_ Under Projection Two, estimated cost reductions of 5
srcent or $255,653 are projected.

s shown in




Sector Personnel Costs for Performance of Building Services
‘of Pubtic Property, Philadelphia, FYSD

Table A2~s,
Estimated Costs of Buildin

g Services in the D
Philadelphia, FYan. ! 8 Uepartment of Public Property,

Cost Category

Costs

1] DIRECT PERSONNEL COSTS Generat Fund

Straight Time

Personnel Salaries $2,431,439

e

Overtimes Regular

198,447
Hol iday 21,447
Snift differential 27,889
r
Provision far Pey Raise 50,865 '
- nance Supervisor
SLBTOTAL $2,7089 887 o

2] FHINGE BENEFITS

Social Security (FICA)

$184,303
Pensions [normal costs only] 182,761
Employee Welfare [includas 472,461 - Leader

madical, dental, Life insurance,
disability and workers compenaation)

SUBTOTAL $819,525

3) NOWPERSONNEL COSTS

Purchase of Sarvices (Class 200)

Maintenance and Rapairs {Class 300)
Equipment [Class 200]

$645,000
662,300
43,678

SUBTUTAL $1,350,979

ent Group Leader
sment: Mechanic
ecial ist

TOTAL o/ $4,601 ,943

Source: City of Philadalphia, "The Mayerta O

perating Budget for Fiscal 1990," Section 48

Percent of

Number of Wage Wages Spent  Cost of

Typela) Hourly Vhags Workers Expenditures on Benefits Benefits
A 8.04 8 33,557 21.8 7,349
M 15,17 1 31,674 21.9 6,937
M 10.79 g 45 ,062 £5.2 11,358
M 13,34 | 87 , 857 25.9 7 4816
M 17 73 1 37,014 17 .3 &,403
M 24,54 1 51,233 17 .3 8,863
] 16.18 1 33,780 25 .2 8,512
A 14,60 B 243,897 25.2 61,462
M 44 .25 e 46,985 o5 .2 11 4840
M 10.23 1 21,369 21.9 4,860
A 5.27 1 11,003 20 2,201
S 16,39 1 34,p28 25.2 8,626
A 14.01 7 204,784 25 .2 51,606
M 13.33 1 27 ,842 85.2 7016
M g.11 3 57 ,080 20 11,412
M 12.62 1 08,357 25,2 8,642
M 5.94 2 41,620 20 8,304
M 41.00 a g8, 880 87 .8 19,151
A 10.61 3 664470 26.6 17 ,681
M 12.62 1 26,351 25,2 6,640
5 16.37 1 44,185 05,2 B,615
A 13.55 & 169,793 25.2 42,7908
A 5 .27 1 11,003 20 2,201
A 19.52 8 205,801 25.2 56,922
S 14 .98 1 31,285 25 .2 7,884
A 8.68 4 72,489 05,2 18,267
M 10,99 8 45,600 25 .2 14 4567
A 14,886 6 196,110 85 .2 46,900
M 11.74 3 73,521 05,8 18,5627
M 13.10 1 57,357 25 .2 6,294
M 11 37 g 47 464 25.2 11,981
M 11.186 3 69,929 85,8 17,822
M 18 .01 1 27 4157 85.2 6,844
A 13.55 7 198,092 26.8 52,692
M 11.61 2 48,482 85.2 12,220
M 14.76 3 82,448 95.2 03,097
A 12 .03 8 200,896 55,2 50,6286
A 8.74 1 18,255 21.9 3,008
103 $2,717,188 $673,718

for dirsct personnel costs and {nd

iract costs i s
"Frings Benefits Costs — v+ and Director of Accounting,

Fiscal Year Ended June 30, 1890" fApril 9, 1230)

e/ Excludi i
Ing avertime and hol idey pay, shift di fferentials and provisicns for pay raisas

rial and other City wages; A = Area Vhge Survey; 8 = Supervisory wages
igy" in chapter IV for further explanation of deta sources)

spartment of Labor, Bureau of Lebor Statistics, "Aree Wage Survey: Philadelphiay PA-NJ
olitan Area November, 1888" updeted by the November 1989 survey, "Employer Costs for
es Compensation," March, 1989 Table 9, City of Philadelphia FY90 Budget, vol IL, s.46,




Table AZ-c,

Projections Comparing Public and Private Sector Costs to Perform Building Services in Phitadelghi .of Automotive Sorvices in the Department of Public Property, Philadelphia, FY80
in the Department of Public Property, Philadelphia, FYoo o

Projection Onela) Projection Tig(h
i _ Costs
Difference - N General Fund
fPrivete to City) :
FYao
City Privata Amaunt Percent Privata
$2,308,543
# of Workers 103 a3 (10)  (10.0) 83 '
¥ages/Salaries [$) 2,431,439 2,445,468 14,080 0.8 2,445,469 14,030 N $361 4404
Benefits [4) 819,525 606,347  (213,178)  (26.0) 608,347 [213,178) : 28,884
Total Compensation ($] 3,250,964 3,051,816 (199,148)  [8.1) 3,051,816 (199,148) et 41958
Non-personnel Costs ($] 4,307,300 1,307,300 0 0.0 1+176,570 (130,730)  Pay Rai 48,095
Equipment Costs (%) 43,679 43,678 o 0.0 33,311 [4,388) i :
. 32,746,878
Totsl Budget®: $4,801,943 $4,402,795 [$199,148) (4.3) $4,267,697 [$334,248}
$174,988
. 154,634
*Excluding overtime and hotiday pay and shift differential. ] {includes 440,852
: “Life insurance,
(2] Projectien Une assumes that the private sector will incur the ssme non~personnel and equipment ' _workers compensation)
City. Wages and benefits are based on figures from the Department of Lebor, Bureau of Labor Statistic =
Vlage Survey" for the Philadelphia region Navember 1988, updated by the Movember 1989 survey, and an thi o %769 1873
"Employment Cost Index," March 1989, pp.48~52, The number of private workers s assumed to decreasé b
percent reflecting less private sector pay for time not workedy, as wall as taking into socount pos
efficiencies, i -
. ices. [Class 200) $470,282
fb} Projection Two assumes grester efficiency improvements on ths part of the private sector: privat es (Cless 200) o/ 1,525,808
non—parsonnel costs and equipment costs, are both assumed to decrease 10 percent bolow 7 58 4 73,944
the standerd Levels used in projection Che.
¢2,018,864
%5 ,098,280

T .b'll:é'dalphia. "The Meyor's Operating Budget for Fiscal 1890," Section 46
p':arsonnal costs and indirect costs, and Director of Accounting,
e BenaPits Costs — Fiscal Year Ended June 30, 1980 (April 9, 1990)

me and holiday pay, shift differential and provisions for pay raises.




Table A3-b,

Projected Private Sector Personnel Costs far Performance of Automotive Services
in the Department of Publie Property, Philadelphia, FYag

jaring Public and Privete Sector Costs to Perform Auto Ssrvices
ot of Pubtic Property, Phitedelphia, FY80

Title

Account Clark

Auto Body Repair Group Leader
Auto Body Repair Worker

Auto Equipment Inepector Group Leader
Automotive Drivar

Automotive Electrician

Automotive Equipment Inspectar
Automative Maintenance Supervisor
Automative Machanic

Automotive Painter

Automotive Service Worker
Automotive Services Director
Automotive Shop Group Leader
Automotive Stores Manager
Clerical Supervisor

Clark TII

Clerk Stenographer IT

Clerk Typist IT

Data Processing Operations Supervisor
Inventory Control Teehnician
Machinist

Sign Painter

Stores Manager

Stores Supervisar

Stores Workar

Trades Helper

Uphot sterer

Welder

Percent or

98

$2,703,682

Projection Cne{a)

Prajection Twoib)}

Difference
{Private to City}
FYao :
City Private Amount  Percent
aB BE [(10] [10.0]
2,388,543 2,433,314 124,771 5.4
769,873 581,438 [178,437] [23.2)
3,078y416 2,024,750 [53 ,B66] {1.7)
1,895,920 1,995,920 0 &.0
23,944 23,844 0 0.0
$5,088,280 $5,044,614 ($53 ,666) (1.1

Difference
(Privete to City)

Privete Amount Percent
B6 (101 [10.0]
2,433,314 124,771 5.4
591,436 {178,437} {23.8]
3,024,750 (53,666} {1.7]
1,796,328 {199,532) (10.0}
21,550 (2,394) {10.0)
$4,842,687 [$255,653) [5.0]

Source: U.S. Department of lsbor, Buresu of Labor Statistics,
Metropolitan Area Novembar, 198g"

fa} M = Managerial and other City wages;
[see "methodolagy" in chapter IV for further explanation of data sources)

"Area Wege Survey:
updated by the November 1989 survey, "Employer Costs for
Compensation," March, 1988 Table 8. City of Philadelphia FYao Budgst, vol, IT, s.46, p.52

A = Area Wage Survey; S = Supervisory wages,

Phitadelphia, PA

Hourly  Number of Yags Vages Spent:
Typala] Wage Werkers Expenditures on Benefita
A 8.03 1 16,773 21,90
5 16.15 1 33,789 05 .20
A 14,17 9 266,353 25,20
M 13.04 1 27 4236 85.20:
M 10.28 3 64,424 27 .80
A 14.04 2 58,510 25,20
M 12,16 5 126,930 85,20
M 17.03 2 71,116 17 .30
A 14,17 34 1,008,224 85.20 6 [8] **
A 13.52 4 112,940 25.80°
A 8.10 2 28,014 25 .20
M 28.31 1 58,110 17 .80
S 18.15 8 269,833 85,20
M 16.60 1 34,658 17 .30 °
M 10.65 1 22,227 21.80-
M 11.80 1 23,392 21.90"
A 12,48 1 25,051 21.90 -
A 8.84 3 55,346 21.90
M 11,81 1 24,663 17 .30
M 10,95 1 22,860 £21.90
A 12.84 1 28,812 25,20 nditures for fuel,
A 13 .52 1 28,235 25,20 .
M 12.88 2 54,108 17 .30
M 10.45 q 21,827 97.30
A 10.61 2 44,313 26.80
A 11.82 4 98,749 25,20
M 11.41 1 23,809 85,20
M 10,88 2 45,420 25,20 or_efficiencies.

& and holiday pay and shift differential.

wo assumes greater efficiency improvemants on the part of the private sector:
d.equipment costs are both assumed to decrsase 40 percent bel ow

usaed in projection Che.

i the
‘6.assumes that the private sector will incur the sama non~parsonnel anL: capéta;.c:?ts afArea
.' tment of lsbor, Bursau of lebor Statisticsy
nefits sre based on figures from the Depar
:r.:.'e.PhiLadaLphia region MNovember 1988, updated by the Movember 1988 suvey, and t:nbth:;a{:|
'.ﬁdé‘.x March 1989, pp.48~52. The numbsr of privete werkers is assumed tu.decraase :
ia;s private ssctop pay incurred for time not worked, as well taking into sccoun

privats



4. Sanitation

Tables B4-a and A4-b contain the costs of
sanitation services in the C

budgeted amount for this ser

performing.

ity of Philadelphia. The total

vice in FY90 is $73,125,450, "
The Sanitation L
¢ who administer and carry out
street cleaning,
eet maintenance, recycling,
t of sanitation laws.
wages and salaries (excluding
erentials) and $15,246,958 for
quipment costs for FY
pectively.

excluding contracted waste d
Division employs 2,021 peopl
such services as trash colle

disposal, automotive fl
maintenance,

isposal.

property
Personne]

and enforcemen
costs total $41,870,752 for

overtime and shift diff
benefits.

Non-personnel costs and e
measure $15,873,024 and $134,716 res

Under Projection One in Table Ad-c, the total estimate:

t under contracting out is $63,743,072 -

a reduction
$9,382,378 or 13 pe '

For Projection Two,

the estimated cost reduction is 15
percent ($10,983,152).

‘8 jnsurancey
srkers compensation]

..'[Class 200} a/
uppiiss [Class 300)

Costs
General Fund

$41,6870,752

$42,000,000
1,128,063
400,000

kb . ettt e bcry

$55,399,812

$8,173,B03 it
2,802,828 ‘ it
9,270,327 [

" |
it ettt gk

| N
$15 , 246,058 : b

| |

$7,491,740 I
8,381,284 W
134,718 ”

: !
$16,007 ,740

$73,125 4450

:Lél.'delphia. "Ths Mayor's Operating Budget for Fiscel 1880," Sectien 46 |

sonnel costs and indirect costs, and Director of Accounting,
Benefits Costs — Fiscal Year Ended June 30, 199['{" [April 84 1990)

$56,850,000 for refuss, garbage silt, and sludge removal.



Table Ad-b.

_ - ; jces in Philadelphia, FY00
: e formance of Senitation Harvices
Prajected Private Sector Personnet Costs for Performance of Senitation Services in Philadelphis,. . Gaptor Personnel Costs for Per :
' Percent o
o » t Cost of
Percent ‘of * Hourly Number of Wa?e \bgel?.ai:‘?ts Benafits
! - . 5 ! ditures on
Title Typela) HE;;LV N{i;"’fi” :f Ex ”Z‘?f, wag; Spent Typefa) Wege  Workers  Expen
8 orken penditures on Cenefits
Account Clerk A 8.03 1 16,773 A 13 .52 g 56,470 g5.2 14,230
Administrative Anatyst I M 13.19 1 27,633 : A 8.81 315 5,796,885 25.2 1,460,815
Adniristrative Officer M 17 .08 1 35,668 ' pa Workar A 11.82 8 197 ,487 £5.9 51,152
Administrative Technician M 11.78 1 24,585 " A 14,88 3 83,055 £5.2 23 vl;ig
Asst. Chief Sanitation Operetions M £0.94 2 87 ,445 i M 18.38 q 38,383 17 .3 6 5
Auto Bady Repair Worker A 14,17 1 20,595 Adnindsteator i M 10.47 1 21,671 21.8 4'729
Auta Maintenance Supsrvisor S 18,42 3 115,389 en Gonnunity Organizer 10,88 2 44,518 o o s
Auto Sarvice Yorker A B.B1 29 386,459 falist T M 13.28 2 65 4453 21,9 12
Auto Shop Group Leader M 13.10 17 484,837 ' S_P?c'ialist I M 9,08 1 15,838 24.8 4v"§?
Automot ive Machanie A 14.17 1,864,473 an Trainee M 18.45 2 77 4058 7.3 18 ':;55
Brick Mason M 11.56 - 2 48,258 | M 11,51 1 24,029 25.2 Z’B‘IB i
Bridge Crene Operator M 12,54 8 p0g,518 M 18,587 1 39,408 17 .3 9'273 \‘
Building Mainterance Superintendant M 16.00 ) 66,832 M o5 67 1 53 ;600 7.8 ' ] |i!fi
Carpenter A 14,60 1 30,487 Administrator N 0376 1 a7 4518 17.3 8,221 |
. ¥ o S R N . L
Chief Sanitation Engineer M 26.85 1 56,058 _ f Coordinator M 04,54 9 51,233 17.3 g'ggg !‘I‘ ‘
Ctean Blook Administrator M 14.08 q 29,389 : n'sg_l::.ManagBl‘ Chi of M 11.91 2 49,728 17 .3 .334 5\|: 1
Ctean Block Assistant Administrator M 10,91 1 22,780 3 r Plant, GrawLhie M 15,69 2 65516 17.3 1;.@ -
Clean Block Repressntative M 10.89 9 205,091 i -ar_.-PLant.oSUPt- M 13.91 2 58,100 17 .3 :4'044 i"
Clerical Assistant A 5.43 1 11,340 . £ Plant Supv. M 18,58 2 774558 1:: 9,201 ‘%l| |
Cterk I A 5.43 8 80,718 M 24.35 1 50,833 1o 1256 |
Clo 111 ¢ oy st A o ; e 17.3 9,293 )
er M 10,47 2 43,737 12,86 2 53, . !
Cterk Steno I A 1.7 1 23,539 2 11.85 q 04,945 26.6 G,E’i‘; |
Cterk Steno IT A 12.48 2 52,103 A 10,81 2 44,313 PB.6 1147 "
Clerk Steno TII A 19.48 1 26,051 A 13.29 53 1,471,092 27.8 jgg'i‘;j '“
Clerk Typist I . 988 £5.2 ' :
CL::R T:Si:t Iz ﬁ :'gj 1: ;2'353 A n.e si 722'456 21.9 5,794 .
. ' M 12.67 ' |
Construction Profect Technician I M 13.08 1 7,961 s o " 4418 34 794,400 17 o3 137 p%ﬁ‘; ”.
Customer Service Representative M B.49 6 108,374 Supervisor ! " 15.99 10 333,871 173 57,7[;7
Deputy Commissianer M 31.13 1 65,000 A 5 .87 13 143,037 ¥ EE"6:37 |
Electrician A 14.01 4 147 ,080 ' : M 11.49 7 168,003 2542 42,8
Engineering Technician II M 11,99 1 25,026 o 655
Equipment Operator I M 10.60 7 5,468, 808 2021 $41,961,603 $41,077
Equipment Cperator IT M 10.58 3,379,800 :
Barbage Collection 8 ; Curvey: Philedelphiay
HeavygDuty Wrecker 0:2:::,?? 2 :g'gf 35'259 spartment of Lebor, Bureau of Labor Statisties, nA;Iea W:zl’: 19;9 iurvBY' "Employer
Heavy Equipment Operator IT M 1 : 174,278 ppolitan Area November, 1988" updated by thec ovaﬂf Philadelphia FY80 Budget,
Labor Crew Chief P M 12':; 42:’:?: C nployes Compensation," March, 1983 Table 8. Lity o
& v
Laborer M 8.97 16,425,648
Machinist A . =R isory wages
Maintenance Broup Leader g :g 3:; :3’:3? N i al and other City wagesy A = Area Wagrf E‘urve&;,tS Sg?:-zz;\]’ y
Maintenance Mgchanic I A 13 .35 53'522 £ g 'il'l Chaptal" IV faor further explanatmn of data
[ r L K
Maintenance Meckanic II s K

14.10 ' 147 ,235

{continued on the next page)
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by Selected Service Categories, Percentage of Expendituraes FY80 v. FYan

Tablte Ad—c. ractss
Projections C :
pmparing Publie and Privats Sector Costs to Perform Sanitation Services #n Phit FYeo F¥eo
n Fhiladelph .
General Fund Contrect Percant Total ! General Fund Contract Percent Total
Projection Onefa) T Budget Total Expenditures® Budget ! Budget Total Expendi tures® Budget
Projection Tw {opots) - {ooots) Contracted !  (D08's] [000°s] Contracted
Difference : !
[Private to City) $11,043 $1,745 15 ,8% 1 $21,478 82,177 10.1%
EYBD 4,531 0 0.0 1 2,814 44 1.6
ity Privat 3,977 625 15.7 | 9,767 1,251 12.8
¢ of Workers . Amount. - Percent Private 5,535 1,120 2D.2 | Byoe8 "aee 9.9
2,021
Wages/Sataries (3) 44,370:752 - 76;,815 (2021 140.0) 1,818 $:Z,727 546,889 G1.§% 1 $168,951 $433,186 79.8%
Tovet Compencation (5] 57417 10 4:.359,590 (5,277 .089)  [34.6) et g0 A3 220 39,841 sa.i 1 121,504 116,828 95.8
Non-personnel Cests {8} 15.873:024 15'973'312; (9,882,878)  [15.4] 47 4735 ,332 sg'ai: 658 22; 5:'0% !z $2;g'2?|: $12;'?wg; 15:3'90%
EquimeHt CU t ¥ | 4 1] D.O 14 v ¥ L 7 L] "
sts (8] 134,716 134,718 g 0.0 'fgf';ii ing. Serv. 69,540 56,078 80.6 1 144,877 114,356 79.3
1 .
: 3,044 17 0.6 I 3,973 a3 2.3
Total Budgat*s — i s | 14,958 41,045 73.8
gat*: 873,125,450 $63,743,072 ($9,382,378]  (12.8]  $62,142,298 ($10,983,1 24,531 2oe 0+ L 88708 8177 e
: riesy 10,983 _ $55,735 $5,082 9.1% | $103,503 $62,148 €0 .0%
Crmainta) 15,330 474 3.1 H 6,294 1,874 20.2
: 3,158 1.854 53.8 i 4,008 2,545 63.8
29,338 4,648 5.6 1 33,809 2,006 5.9
" 7,921 1,108 44.0 1 59,291 56,318 95.0
#*Excludin i : i ' - ' !
g overtime and holiday pay and shift differential., $5,664 $850 15.0% ! &7,88B s223 B.5%
. 167 17 1.6 ! 1,718 an1 117
{a} Projection Ons assum o . '
es that the pri : :
the City. YWeges and bensfits are baze;V:tef:ECtup will jncur the same non—personnel and equipment co $1i,gf; $ :22 :g.g : $ il g4 722 22.1
Statistics, "Area Vhge Survey" for the P n figures from the Department of Labor, Bureau of labor ' v ok 18,655 ' 48
surveyy and an the "EmPLGVmEntVCust I:d hiiiaalphia region Movember 1988, updated by the MNovember 198 1'497 ng . : B b o
to decrease by 10 percent raeflectin LeBXp arch 1989, pp.48-52. The number of private workers is ass o - - | o pisi oy
account possible cthe L oene ss privete sector pay for time not worked - 9249061 se7a 0.4% L $343,741 #1978 0.6
v efficiencies. v as well as taking ‘iny 301 0 0.0 1 9,862 654 6.8
59,008 118 0.2 } a0 ,108 137 0.2
{b) Projection Two assume - ! '
nor—personnel costs and eiu?::Z::P Ef:1018ncy improvements on the part of the private sector: private = ° 02 l o i 12
Levels used in projection One costs, are both assumed to decrease 10 percent below the standard : 1:3'$1: igf 3.3 i e 262 ﬂ.:
- ' . 31,533 0 »
$18,015 $480 3.0% { 23,608 $3,823 16.2
3,875 P25 5.8 1 7,135 298 441
184140 255 2.1 1 13,443 2,104 15.7
— — e 1 9,031 1,423 48.9
et |
$502,2782 $113 4491 21.7% $915,610 $336,934 36.8%

sdalphia, "The Mayor's Operating Budgets for Fiscal 1982, and Fiscal 18S0"

res were defined as expenditures for pr
and maintenance axpenditures (Class 26
Class 200 expenditures directly related to the pr

ve Services.

parison, slectrical current expenditures have been ox

'gh;1ng and lease/purchass vehicte expenditures have

£ individuels
Lso included.

ofessionaly consultant or spacialized sarvices
o], and payments for care ©
avision of services ware &

cluded from the general fund

been excluded from the total




Table B2,
Selected Contracts as Percentage of Departmental Budgets
(Excluding depertments with na perscnal services or budgets of tess than $1 million). ; A inued) o . .f 5 smental Budgets

! : ¢-as Percentage of Departmen
roverts Propaasd rorating Budget, Y60 iments with no personal services or budgets of less than $1 mitlion).
ed:Operating Budget, FYa0

Total General Fund

Total Ganeral Fund

Adjusted : Adjusted !
c S:LECEEC!* _?_ugg‘it Selected Budget Contracts as ‘
ontracts ota
Contracts * Total Percentage -
Department: {$000's]) ($000's) of Tata ($000's) [$0007s) of Total ‘
2.19 Department of Human Services 119,142 164,826 76.9 - 50 8,840 0.8
2.21 Dept, of Human Services [Homel ess) 11,045 14,858 73.8 1,491 278,380 0.5
¥
2.11 Department of Public Health 164,477 1 210,383 73.6 i Relations 2 1,745 0.4 _
2.09 Department of Strsets i 64,380 140,308 45,9 +1om [E : I:"n.lseum} 0 3,864 0.0 ' |
2.48 City Hepresentative 8 Dir. of Commerce #¥=* 1,470 3,372 43.6 f Recreation (Ar o
2.28 Director of Finance 4,230 8,745 43,4 : i
. ity C i v : s 3 |
g s; :Jfl:n:{ci;:r:‘lé:;:zers ;'5;; 1;';:: ‘zg : ures for professional, consultent and specialized services (Class 250],
2.12 Department of Hecrestion S'EQB 28'028 15.0 1 “snhd maintenance [Class 260}, and payments for care of individuals s
2'50 Cizy Planning Commission '268 "!’938 13.8 0} ; other Class 200 expenditures directly related to service orovision '
LS » L]
2,02 Phitadstphia Computing Center 14251 9,767 12.8 ;
S.E:; E::"SBB:PE:Z'“:”-'PESQ; Services ' B'ggg 72'232 :Iif.i million for "Clean Philadelphia Program” and $15.9 million for
2'43 Depar-t::ent 0: ﬂavenge 1.50 18,84'1 B.Q nt for structure and street lighting from adjusted budget and contracted.
[l 1] 7 =
2.55 Auditing Depars t a8 4,847 8.2 : s
2.0 Counei lg parimen " :;70 7'382 7.7 4 million advance to convention and civic center fund.
[ ? ] s -
2.17 Department of Public Property 6,743 93,630 7.2 ted budget and contracted.
g'ii 3:51;; of Licenses & Inspactions 1'31? 12'?;; 76.?3 1 3'-:m1‘llinn for jurors fees and services from adjusted budget and cintracted.
[ . [ [ A
56 B d of R i 64892 . 4,8 : a1 p s
15 Poreamet Divesrar | - 41570 A 48,1 miLLion provision for GEPTA, and $3.8 milLian of SFTA bond payments
L4 . - ¥ L) : K
2.20 Dept, of Humen Services [(Phila. Prisons) 8,177 66,708 4.8 . ed budget and contracted, :
2.51 Free Library of Philadetphia 1,088 . - 25 4228 4,2 |
2.62 Traffic Court 235 8,027 3.8 !
2.13 Dept. of Recreation (Fairmount Park] 41 11,580 3.5
2,07 Managing Directar 77 2,684 2.9
2,59 District Attorney 452 18,473 2.4
2,268 Department of Bacords 47 3,008 1.8
2.45 Procurement Department 64 " 4,128 1.5
2.10 Fire Department 822 104 ,071 0.8
2.57 Clerk of Quarter Sessions o0 3,412 0.8

Source: The Mayor's Operating Budget, Fiscal Year 1980, City of Philadelphia.
[see next page for footnotes)




‘Expenditures as a Percent of Payrotls US Netional Surveys
adolphia City Government

Tab'.e BB.

Benefit Costs, Excluding Lsave and Supplemental Pay Costs, as a Percentage of Pay, by Occupationé' “Bro
U.S. Normanufacturing Industries, March 1983

City of Phila FYan

Benefits Civilian Uni formed I
Bureau of !
0 . Chamber of  Labor oG 47 0 4
ccupational GBroups Retirement/ Legally Other Commerce Statistics Loeal . Loeat Fire~
Tatal * Insurance Savings Required Benefits ** U.S.~t988 U.S5.-1989 DG 33 2187 21886 HP Fighters ,
ALl Categories 20.6% B.3% 3 ,5% 10.8% 0.0% ’
White Collar 18.7 B.2 3.5 9.1 0.0 : : 5.5 4.3 7.7 5.7 8.4 8.5 8.8 |
Professional, and technical 18.1 5.8 3.7 8.8 0.0 ; ninistrative lLeave 3.3 2.9 6.5 6.5 6.5 6.5 7.0
Manageral, executive & admin. 17.3 5.3 3.8 8.2 0.1 1.3 1.0 4.4 1.0 1.0 4.1 1.0 :
531?5 workers 17 4 5.2 2.3 8.9 0.0 8.5 0.3 1.0 3.5 3.8 1.0 3.1
Admin. support including elerical 2.8 8.5 3.7 9.6 0.0 - — — S —
10.6 8.5 18.6 18.7 189.5 18.1 19.9
Blue collar 26.6 7.2 4.3 15.2 0.0
Productiony repair, craft 26.0 8.9 4.4 14.6 0.2
Transportation and mat. moving 7.8 7.5 4.8 15.7 0.0
Helpers, cleaners, laborars 26,5 7.3 3.7 15 .8 g.0 : vings 5.0 3.6 1B.0 * 16.0 * 16.0 * 80,5 * o5 5
Se ryi - o 6.9 7.2 7.6 7.6 7.8 0,0 0.0
ervice wkra 20,2 5.9 1.8 13.2 0.0 . ahility 1.1 2.3 1.3 1.0 .8 5.8 5.8
0.8 1.2 R 0.1 0.1 0.1 0.1
: (19 ] f D.5 0.3 0.3 0.3 0.2
Source: U.S. Department of Labor, Bureau of Labor Statistics, "News glated benefits .0 { 7.3 17.9 13.3 1.0 19,0 20.8
Employer Cost for Employee Compensation — March 488g" {June, 19839) a.n { 0.B a.5 0.4 0.5 0.4
. _ 0.9 1.2 0.0 0.0 0.0 1.8 1.8
Excludes paid leave time end supplemental pay {premium pay for overtime, —_— ——— — -_— —— i
weekend, and holiday work, shift differentials and nonproduction bonuses) 23.3 22.8 44,0 38.8 38.2 56.1 B4.6
Totals may not equal sum of components due to roundi ng — e e S I
33.9 31.4 63.5 B5 .5 55,7 74,2 74.5

** Includes severance pay and supplemental unemployment plans :

n'f_l_::hi!.adalph'ia; PEL computations. \
States Department of Llabor, Bureau of Labor Statistics, "Mews Employer !
or Employee Compensation — March 1989" {June, 1989] ‘
hainbier of Commerce, "Employee Benefits 1988 Edition". p.9.

m.enté_. on past service Liability; normal cost is B.7% for civilian employses,
& Dapartment employees and 9.1% for Fire Department employess.



Table Bs. ,
Summary Comparisons of Projected Private and City Costs for Selected Philadelphia Services

of Shiladelphia Selaries Compared to Area Wages, 1989

Model A: City Wagas Model B: City Wages Lower Than
Higher Than Private Private

Custodial Servicas Building Services  Auto Services

City Costs : $2,514,989 $4,501,943 - $5,098,280

Private Cost Projection One (a) 1,927 ,563 4,402,795 5,044,614 $18,4107
- . v

Private higher (lower} than city

P t ' :
ercen (23.4] {4.3) : 11.1) - : : 17 /595

A t .'
moun (6587 ,408) ($199,148) ($53 ,866) e 18,414

Privete Cost Projection Two [b} 1,838,210 4,267,697 4,842,627

Private higher {lower) then city

Percent . {96.9] (7.3} {5.0]

Amount 0 |
un ($676,779) ($234,248) ($255,653} : ] 23,204

Sourcer Data in this table are From Appendix A, Tables Al~[a,byc,) =~ Ad~[aybscy],

fa) Projection One assumes that the private sector will have 10 per cent fewer employees than the City
and will incur the seme non—personnel costs as the City |

Area
GCity of Phitadelphia Empioyers Index of
Pay Rates{a) Pay Rates City Pay
: Relative
Statistics Median Adjusted Median to Area
Hate{b] Ratelc] Rate Pay
309.75 $258.50 119.8
18,4718 321 .46 214 .00 150 .2
18,716 321.46 P50.50 128.3
338.37 268.00 113.5
17 4595 338,37 262.50 128.8
354.12 330,80 107 .2
18,414 354.12 3486.00 102.23
20,802 398.19 370.00 107 A
22,860 439.62 425,00 103.4
B5,738 434 .85 453 .50 108.,1
11,18 14,29 78.1
23,204 1.6 414 .58 76,6
23,204 114186 1377 81.0
23,204 11.16 14,16 78.8
23,204 11.186 15.45 7.2
17 4595 B.46 5.92 122.2
18,9838 9.61 13.17 72.9
19,883 8.61 5.40 178.0
21,967 422.44 3e2.00 131 .2
23,838 11.46 13 .80 82 .5
24,338 11.70 14,12 82.9
26,436 508.38 630 .00 80.7

(b) Projection Two assumes greater efficiency improvements on the part of the private sector: private
nor-personnel costs are assumed te decrease 10 percent below the lLevels used in Projaétiun Cne

de

ed. on years of service.
the maximum step of the pay renge, where most employees

to an hourly or waskLy basis to compare to BLS data.
incd Machinist for motor vehicles.

iladeiphia, The Mayor's Oparating Budget for Fiscal 1980,
g Detatl; and U.S. Dspartment of labor, Bureau of Labor
iy Philadelphia Area Wege Survey, November 1983,
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