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Since 2001, the City of Chattanooga has taken a series of steps designed to reduce structural budgetary deficits:

· Upon taking office in 2001, the Mayor proposed and the City implemented a reduction in force program designed to reduce total personnel employed by the City without resorting to layoffs.  In 2003, the City also implemented a vacancy control process that requires departments to justify any decision to fill a budgeted vacant position.  Both of these initiatives are designed to slow the growth in spending on employee salaries.

· Through a combination of increases in employee contributions, competitive bidding and a new wellness program, the City has successfully sought to reduce the rate of growth in health insurance expenditures.
· In September 2002, the Office of Performance Review (OPR) launched bi-weekly monitoring of overtime spending as a means of controlling overtime costs.

· As a result of OPR audit and review, the City has reduced costs related to the City fleet and employee cell phone use.

· In October 2003, the City initiated chattanoogaRESULTS whereby Department administrators regularly meet with the Mayor, Chief of Staff, Finance & Administration and other senior officials to review departmental performance and spending.  
· And OPR is now reviewing proposals under the chattanoogaINVEST program designed to produce long term savings or revenue growth as a result of the reduction of crime or poverty in our city.

chattanoogaSAVES , the next step in this ambitious program to provide for the long term financial stability of the City, addresses two obstacles to innovations designed to increase government efficiency:

· The best ideas for how government can save money often reside with line workers.  Unfortunately, they rarely – if ever – have the incentive to communicate these ideas to critical decisionmakers.  During the FY 2004 budget process, Finance & Administration officials met with employees throughout City government in the hope of gaining the benefit of their ideas for cost savings.  Because Finance & Administration had little to offer in return, few ideas came forward.

· Sometimes, you have to spend money to save money.  For example, new technology can significantly reduce personnel needs and costs, but often comes with an upfront cost.  Over the last three and a half years, Chattanooga City government has funded a number of these cost savings investments initiatives with demonstrable success (e.g. 311).  But requests for upfront funding for long term savings projects are forced to compete with funding for meeting day to day departmental needs or capital priorities.

Just as chattanoogaINVEST was created to provide a source of funding for prevention first initiatives, chattanoogaSAVES will provide a dedicated source of funding for savings initiatives.  The City is setting aside $525,000 for Year 1 of chattanoogaSAVES funding with two purposes:

· a $500,000 Efficiency Venture Capital Loan Bank (EVCLB)

· a $25,000 Chattanooga Employee Savings Program (CESP)

Efficiency Venture Capital Loan Bank


EVCLB is modeled after productivity banks that have been implemented by local governments throughout the U.S. – with Philadelphia being the best known example – and the United Kingdom’s Invest to Save Program.  Under the EVCLB, Department Administrators and funded agency heads would be able to apply for up to $200,000 in funding for programs designed to increase productivity, enhance efficiency or otherwise produce recurring budgetary savings.  

Departments must demonstrate 100% pay back on investment within the first three years, with at least some savings within the first two years.  Funds can be used for either capital or operating expenses.  Initiatives might include employee gainsharing incentives, technology, training and program restructuring.
Departments will be required to “pay off” their loan in accord with a five year schedule based on projected savings.  After paying off the EVCLB loan, departments would be able to keep – and reallocate – 50% of ongoing savings with the remainder used to balance the City budget.  Loan repayments will be deducted from the department’s baseline budget.
  So, for example, a department might seek $100,000 in EVCLB funds designed to achieve savings of $10,000 in Year 1, $50,000 in Year 2, $50,000 in Year 3, $75,000 in Year 4 and $75,000 per year in Year 5.  The department’s baseline budget would be reduced by $10,000 in Year 1, $50,000 in Year 2 and $40,000 in Year 3 to pay back the loan.  After Year 3, the department would have $37,500 in “new” funding a year.

Loan repayments will go back into the EVCLB and be made available for new projects.  Departments can submit proposals at any time during a fiscal year and as long as there are sufficient EVCLB funds that have not yet been committed.  

Departments should submit proposals that consist of:

a. A clear overview of the proposed initiative

b. A description of the need for EVCLB funds and what they will be used for, included a detailed justification of cost

c. A description of potential cost savings by year for the next five years with a detailed explanation of the estimate

d. A description of other, similar initiatives in Chattanooga or other government or private organizations

e. A step by step implementation plan for the initiative

f. Proposed repayment schedule

Department proposals will be evaluated by a committee consisting of the City Finance Officer, the Chief Information Officer, the Personnel Director and one other City manager.  The committee will make recommendations to the Mayor.    The program recognizes that sometimes changes in one department can achieve savings in other City departments: thus, multi-departmental proposals will be encouraged.  OPR and Finance & Administration will work with participating departments to regularly monitor actual cost savings.  
Chattanooga Employee $avings Program 

Just as EVCLB is designed to encourage departmental innovation, CE$P is designed to encourage and reward cost cutting or revenue enhancing suggestions from City of Chattanooga employees.  It is based on similar programs in Phoenix, Philadelphia, Fort Worth and Winston Salem as well as in private industry.
Proposals must be submitted to a five member CE$P Committee, chaired by the City Finance Officer.  Other committee members will be managers and supervisors from various City departments selected annually.  Under the program, City employees – or groups of employees – can propose ideas that save City funds, generate new revenue, increase employee morale or enhance the City’s image.  Proposals to “increase taxes” or “cut down on overtime” will not be considered.  

CE$P proposal forms will be available on line at the City’s intranet site by December 15.  Proposals can be submitted at any time during the year and will be reviewed at quarterly CE$P meetings.  Suggestion proposals must be specific.  

Upon submission, Management and Budget Analysts (MBAs) will first review the CE$P proposals to consider whether or not they meet the CE$P criteria. After an MBA initial review, the MBA’s will forward the CE$P proposal to the appropriate City department for review. A City department head must conduct a feasibility analysis of any suggestion before the CE$P Committee reviews it.  The department heads will return their analysis to the MBAs so that a cost-benefit analysis can be conducted on the proposal. After this process, the MBAs will forward the CE$P proposal for Committee review.  All CE$P proposals will be assigned a number in place of a City employee’s name. The numbering process will provide for an objective review process. 

The CE$P Committee can award up to $5,000 for a proposal.  Value of award will be based on merit, feasibility and projected revenue of savings.  Whether an employee receives a monetary award or not, all proposals will be rewarded with a certificate of appreciation and a thank you letter signed by the Mayor. 

The Committee will also address reward proposals that enhance the City’s customer service or which improve City employee morale. Employees submitting these proposals may receive a $100 gift certificate and a letter of commendation.
Elected officials, OPR staff, Management and Budget staff and department heads are ineligible to submit CE$P proposals. 
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