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COMPETITION-BASED GAINSHARING PLAN

. Recommendestablishmentof a Competition-BasedGainsharingPlan which will reward
employeeswhen the City has successfullycompetedagainst the private sector and is able to
perform the work for less than our successfulbid amount.

Adopted by City Council on June 23, 1997
as a part of the FY98 Budget Ordinance

Note: This is an exert fTomthe report



COMPETITION-BASED GAINSHARING PLAN

Purpose of Proposed Plan

Competition-BasedGainsharingis an incentiveprogram which will be self-fundedfrom
savingsachieved against 1) competitively-bidprojects when the City is the low bidder; or 2)
"optimization" projects. "Optimization" is the applicationof benchmarkstandards(work
processes, staffing, quality, etc.) developedduring a successfulcompetitivebid process to
other similarly situatedorganizationalunits which have not competed. Due to a need to reflect
the unique nature of City services/businessunits, a number of individualizedplans may be
developedunder the broad heading of Competition-BasedGainsharing;however, all plans
must meet the design characteristicsand limitationsset forth below.

Competition-BasedGainsharingis consistentwith our Human ResourcesPhilosophy,
congruent with other incentiveplans, and encouragescontinuousimprovementby the City
organization. By providingmonetary incentivesto the employeeswho achievedthe savings,
the proposed plan will motivate employeesto developbetter and more efficientmethods of
performing work. This will make the City more competitiveand save taxpayerdollars.

Under the proposed plan, City Council will delegate authority to the City Managerfor
approval of gainsharingplans which meet the plan design cited below.

Process and Assessment

. Work is identified for competitivebid or for optimization.

Competitive Bid

. For work which is competitivelybid, if the City submitsthe low bid and is awarded the
contract, the organizationalunit that won the bid would submit a gainsharingplan
proposal to the City Manager for approval. If the plan is approvedby the City
Manager, as set forth below, the unit would becomeeligible to participatein the
Competition-BasedGainsharingPlan.

. If the unit completesthe work for less than the bid amount, up to one-halfof the
difference betweenthe contract amountand the final actual cost may be shared with
employees. The total payout to an employee, excludingpayments attributableto
overtime, may not exceed25% of the employee's base rate of pay during the contract
period.
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Optimization Projects

. If the Key BusinessExecutive (KBE)applies the principles of optimizationto an
organizationalunit, the KBEmay submita gainsharingplan proposal to the City
Manager for approval. If the plan is approvedby the City Manager, as set forth below,
the unit to which the benchmark standardsare applied wouldbecome eligible to
participate in the Competition-BasedGainsharingPlan.

. If the unit completesthe work for less than the benchmarkamount (usually expressed
in unit costs), up to one-third of the differencebetweenthe benchmarkamount and the
final actual cost may be shared with employees. The total payout to an employee,
excludingpaymentsattributableto overtime, may not exceed 17% of the employee's
base rate of pay during the applicableperiod.

Development of Plans/Approval

.

.

Each Key BusinessExecutivewill developthe plan(s) to be used in their business unit,
includingplan structure, quality standards, how decisionswill be made about the amount
to be paid to each employee, etc..

All plans, whether competitively-bidor for optimizationprojects, will require the prior
approval of the City Manager. Each plan should outline the following:

. Specificationsfor the bid/project, includinga Memorandumof Understandingoutlining
organizationalroles/responsibilities/expectations
Process for determining cost savings, includingaudit process
Performanceand quality standardswhich must be met and how these will impact
payouts, includingwhether there will be penaltieson an individualor team basis
Whether there will be the potential for bonus awards for significantlyexceeding
standards and what those amountswould be. Any bonus awards must not result in the
total payout to employeesexceeding50% or 33% of the savings for competitive-bidor
optimizationprojects, respectively
How payout decisionswill be made:. Minimum savingswhichmust be achievedbefore a payout will be made;. Percentage amountsto be paid;. Frequency of payouts, includingwhether partial payouts will be made

during the year with a fmal payout at the end of the year.
Eligibility requirementsto participatein plan:. Who/what level of employeeswill be eligible (for example, will

managers, support staff or administrativestaff be eligible?);
How long must the employeebe in the unit to be eligible;
Whether temporary employeesare eligible;
Performance levels that must be met to be eligible (for example, must be
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at Meets Basic or higher level to be eligible);
Dispositionof employeeshares when an employeedoes not meet quality,
attendance,etc. standards.

How impact of incentivepay on overtimepay will be addressed.

.
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. The Key BusinessExecutive's decisionon payout is final and not grievable.

Disposition of Savings Not Awarded to Employees

. The portion of the savingsnot paid to employeeswill be retainedin a contingencyfund in
the business unit to cover possiblecontract/optimizationcost overruns, purchase of new
technology, employeetraining, etc. At the end of the contract period, remainingfunds in
the contingencyfund will be returned to the appropriate fund (General Fund or enterprise
fund).


