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Date: March 22, 2011
To: Honorable Mayor and City Council
From: Councilmember DelLong, Chair, Budget Oversight Committee

Subject: STREET SWEEPING OPERATIONS

The Budget Oversight Committee, at its meeting held Wednesday, March 9,
2011, considered communications relative to the above subject.

It is the recommendation of the Budget Oversight Committee to the City Council
to request City staff to determine the benefits that may be realized by Long
Beach residents as a result of contracting out the City’s Street Sweeping
Operations.

Respectfully submitted,

BUDGET OVERSIGHT COMMITTEE

Councilmember, Gary DelLong, Chair

Attachment(s)



City of Long Beach MemorandumX

Working Together to Serve 3rd Council District

March 9, 2011
To: Members of the Budget Oversight Committee
From: Gary Delong, Chair, Budget Oversight CommitteeC;;z’D

Subject: Street Sweeping Optimization

As the City of Long Beach will be grappling with projected budget deficits over the
next several years, it is appropriate to evaluate all City programs in an effort to
determine if services can be provided to residents and businesses in a more cost
effective and efficient manner.

The City of Long Beach currently conducts its own Street Sweeping within the
Environmental Services Bureau (ESB). Street sweeping is conducted once a week,
on two alternate days for opposite sides of the street, and is important for the
cleanliness and health of the City. The City sweeps approximately 154,000 miles of
streets and removes approximately 10,500 tons of debris each year that would
otherwise enter the City’s storm drain system.

The street sweeping program is a necessary operation and ESB has continually
received approximately a satisfaction rate of approximately 75% from surveyed
respondents. For FY 11, expenditures are $3.05 million and revenues are $3.27
million. Street sweeping is self-sustaining and revenue generating due to mutually
dependent parking enforcement operations. The street sweeping program requires
22 full-time employees.

Over the last few years, other cities have reviewed their street sweeping functions
and realized significant reductions in cost by contracting out this service. The City
of Newport Beach has implemented a 10-year agreement with a phased in
approach where every few months more roadway sections are added to the
contract, and has experienced both cost savings and positive community feedback.
The City of Glendora outsourced their sweeping operations in 2006, and has
experienced fewer complaints and more satisfaction with the private sweepers while
experiencing significant cost reductions. The City of Pomona bid out their services
in 2009 for a 3 year contract, with a 2 year renewal option.

Neighboring Cities have also experienced similar results. The City of Lakewood
uses a contracted sweeping service, and the sweepers are powered by a green fleet
of Compressed Natural Gas (CNG) vehicles. The CNG fueling facility is operated
by the contractor and is a co-op between Lakewood, Bellflower and Bellflower USD.
Paramount has been using a private sweeper since the mid nineties and has
received positive benefits. The cities of Downey and Carson also use a contractor
and have observed positive results.



Additionally, as reported in a recent edition of USA Today, California public sector
employees are paid significantly more than their private sector peers. This is due to
California public sector employee compensation increasing 28% above the inflation
rate from 2000 to 2009.

LLong Beach should review the actions taken by neighboring Cities in the region and
determine if changes would be beneficial to our community. The goals are as
follows: Reduce costs, maintain or improve customer responsiveness and
satisfaction, accountability and transparency, and implement a 100% green fleet.

Recommended Action: Request the Budget Oversight Committee recommend
that the City Council direct City staff to determine the benefits that may be
realized by Long Beach residents as a result of contracting out the City’s
Street Sweeping operations.
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For the file. Thanks,

Larty Hexrera, City Clerk
City of Long Beach

333 West Ocean Boulevard
Long Beach, CA 90802
Office: 562-570-6489

Rax: 562-570-6789
“Cell: 562-607-3366
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From: Council District3

Sent: 03/09/2011 09:35 AM PST

To: Joe Weinstein <jweins123@hotmail.com>
Ce; cityclerk@longbeach,gov

Subjeet: Re: LB Council Budget Oveisight Committee - Proposed Study of Street Sweeping

Dear Mr, Weinstein,

Thank you for your letter regarding Street Sweeping. | will make sure that Councilmember Del.ong receives your comments in

preparation for the Budget Oversight Commiitee meeting.

If you have any other questions or concerns, please contact our office. Thank you.

Sincerely,

Joseph D. Toney

Office of Councilmember Gary DelLong
3rd District

City of Long Beach

(662) 570-68300

(562) 570-6186

www.LongBeach.Gov/District3
fis 27 AT e s
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U lsubseribe to the 3rd District Newsletter

From; Jos Weinsteln <jweins123@hotmall.com>

To: - <district3@longbeach.gov>, <districi2@longbeach.gov>, <district4@longbeach.gov>
Date: 03/08/2011 09:52 PM

Subject: LB Council Budget Oversight Committee - Propossd Study of Street Sweeping

A e
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! March 2011
‘0! Members, Budget Oversight Committee, Long Beach City Council

year Committee Members

‘ou are considering asking for a comparative study between two scenarios for Long Beach’s street-sweeping program. One
cenatlo would continue the program in-house, the other would contract it out.

‘or fact-minded common-sense-minded taxpayers NEITHER scenario makes sense,
10 time-wasting money-wasting study is needed.

isting available facts make it clear that all but a small fraction of the street sweeping program (the unscheduled fraction that
leans up accident; sites) is worse than useless, and can and should simply be CANNED!

‘0 aid your decision, please note the following list of 8 street-sweeping myths that are touted constantly in and from City Hall.
and please go on to read the 8 simple facts which contradict all these myths - simple facts based on common sense and on data
n actual FY 2009 sweeping found in the FY 2011 Budget.

t's time for Long Beach budgeting and budget review to get past the myths, stop ducking behind irrelevant studies, and act on
he facts. '

heers,

oe Weinstein (Joseph M. Weinstein, Ph.D.)
000 Linden Ave.

ong Beach CA 90807

DOCUMENTED FACTS AND COMMON SENSE
'ONTRADICT EIGHT TOUTED MYTHS ABOUT LONG BEACH STREET SWEEPING

fyth 1 - Sweeping Is needed for healthy and safe streets
WRONG - see Fact 1 -

fyth 2 - Sweeping s an important complement to regular trash collection
WRONG - see Fact 2

yth 3 - Sweeping is an efficlent complement; to regular trash collection
WRONG - see Fact 3

Tyth 4 - Sweeping_has positive environmental and civic benefit
WRONG - see Fact 4

yth 5 - Sweeping Is needed In order to enforce lucrative parking bans
WRONG ~ see Fact 5

fyth 6 - Sweeping costs are negligible
WRONG - see Fact 6

fyth 7 - Sweeping In fact pays for itself and even makes money
WRONG - see Fact 7

vth 8 - Sweeping Is a success because most people seem ‘satisfied” with it
WRONG - see Fact 8

ile://C:\temp\notes6030C8\~web7612 htm 3/9/2011
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Common sense and documented facts together refute each of these myths. Annual data used below are for actual FY 2009, as
given in or readily calculated from numbers presented in the city’s FY 2011 Budget (Fall 2010) for the Environmental Services
Bureau (ESB) of the Public Works Department.

FACT 1 - Scheduled weekly sweeping does about NIL for healthy and safe streets

No one has cited ANY kind of pathogen or safety hazard that can be allowed to sit in the gutter for up to six days but then gets
dangerous if not swept up on the seventh day!!

What actually keeps our streets and gutters and even drains clean enough to be safe are the good sense, attention and
intervention of responsible residents and property owners. This continuous everyday effort, tailored to the seasons and their
impacts, cannot rely on - indeed is scarcely aided by - a few minutes per block of rain-or-shine sweeping on one day of the week.

Of the entire street-sweeping program what is truly useful is not the routine gutter-sweeping but rather the unscheduled accident
site cleanups. Everything else, including the removal of usual amounts of potentially and even actually drain-clogging trash,
should be in principle - as it Is anyhow almost always in fact - the routine responsibllity of neighborhood property owners and
residents. -

FACT 2 - Sweeping does NOT pick up significant trash

The total city-wide annual trash pickup - 10,500 tons - amounts to under 1.3 pounds per week per 50-foot property frontage.
By comparison, regular collection from trash bins removes 18,5 times as much debris - 194,100 tons annually. (In addition,
regular collection from recycling bins annually removes another 26,700 tons of disposables.)

FACT 3 - Sweeping is_highly INEFFICIENT
In cost per-ton of debris removed, weekly sweeping can be compared with weekly pickup from trash bins. For bin pickup, the
budget data give a direct cost-per-ton figure: $40, For sweeping, neither total sweeping cost nor per-ton cost is given, but a per-

curb-mile cost s given, as well as total curb miles swept. When these data are combined, the resulting cost-per-ton is $401.

In other words, each extra pound of debris adds 10 TIMES as much to collection cost If littered in the gutter rather than deposited
In the nearest trash bin.

FACT 4 - Sweeping has NEGATIVE environmental and civic (and fiscal) impact

City Hall verbiage greenwashes the sweeping program as an ‘environmental service!. In actual fack the sweeping serves to
CONTRADICT the message of responsible citizenship and responsible environmental conduct promoted by Litter Free Long Beach.
Sweeping sends the message: litter a gutter, and the city (or its contractors) will pick up after you - gratis.

In effect the sweeplng SUBSIDIZES BAD BEHAVIOR (gutter littering). Worse (considering Fact 3) the subsidy of each instance of
bad behavior costs the city 10 TIMES as much as to support the corresponding feasible good behavior (use of a nearby trash bin).

FACT 5 - Actual sweeping_Is NOT needed In order to enforce parking bans

The clty uses POTENTIAL sweeping as an excuse for weekly four-hour parking bans which - when enforced - can be lucrative (to
the city, not to drivers). Use of that excuse and enforcement of the ban does NOT require the city to undertake costly ACTUAL
sweeping — any more than the all-hours parking ban at fire hydrants, to permit POTENTIAL use of the hydrants, requires the city
to ACTUALLY run a fire truck every four hours to every hydrant.

FACT 6 - Sweeping Is COSTLY, and even has dublously hidden costs

For street sweeping in FY09, the recorded expenditure (in the FY 2011 Budget) was $2.6 million from the General Fund.
Normally, one would expect that a program'’s stated expenditure would cover all costs of the program’s function - in this case
sweeping - plus program overhead (fixed costs).

file://C:\temp\notes6030C8\~web7612.htm : 3/9/2011
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‘or this program the contrary seems true. The $2.6 million does not cover even just the calculated costs of sweeping, let alone -
f any program overhead. Sweeping alone (10,500 tons at $401 per ton) cost just over $4.2 million, Evidently FY 2009 swééping
osts were also quletly covered by $1.6 million from other funds not mentioned in the FY 2011 Budget discussion on sweeping.

he FY 2010 Budget gave a partial if disturbing clue on this situation. In that Budget, a brief sentence (in the ‘Results Narrative’
'+ sweeping) hints obliquely that in FY 2010, as in FY 2009, sweeping would continue to use $1 million of funds which in fact the
udget allocates to bin pickup, not to sweeping. For this budgetary obfuscation (or - less politely - falsification), the brief
wumbo-jumbo justification given was that a study had shown that between sweeping and bin-pickup there is a ‘nexus’ (Latin
npressively legal-sounding word meaning simply ‘connection’).

ACT 7 - Sweeping does NOT pay for itself

weeping in fact COSTS money - as we have seen. What DOES pay (the city) is parking bans and their enforcement.

ome folks claim that the actual sweeping - as versus simply enforcing the weekly 4-hour parking bans - In fact helps make

1ney for the city. Such a claim uses an old phony-baloney accounting trick, where a source of expense is brazenly bundled with
source of Income, and then is misrepresented as being that source or as being required for the income.

ccording to an old story, a wily drunkard habitually pulled that trick. Every payday he would head to the nearest tavern, drink
way most of his pay, bring home the remnant, and then brag to his wife that his drinking binges actually made money - after all,
very time he went drinking he brought home extra money!

ACT 8 - A ‘satisfactory’ sweeping program does NOT make the program a real success

SB claims to measure the ‘success’ of the sweeping program by the high fraction (75%) of respondents to one survey who were’
iatisfied’ with the existing program.

he measure is uninformative, as the survey apparently noted no alternative to current sweeping (and parking) that would be
onsidered if respondents weren't ‘satisfied".

he measure is anyhow rrelevant. For the city budget what should count as *success’ Is not how ‘satisfactory’ an existing

rogram may seem In isolation, but whether its benefits are impressive when the program is COMPARED with ALTERNATIVE ways
» spend some or all the same funds. For instance, Public Works expends 22 full-time-equivalent staff (FTE) on sweeping but
evotes only 55 FTE to the city's entire (and woefully inadequate) street-pavements and street-trees maintenance program,
cluding timely replacement of the now many super-mature street trees. An adequate program likely could readily absorb and

ar more productively ald property values and life quality by using the entire 22 FTE now expended on sweeping.

ND: DOCUMENTED FACTS AND COMMON SENSE

ONTRADICT EIGHT TOUTED MYTHS ABOUT LONG BEACH STREET SWEEPING
Joe Weinstein, 8 March 2011)

hanks for your read and heed.

{le://C:\temp\notes6030C8\-web7612.him ‘ 3/9/2011



/ DISTRICT LODGE 947
535 W. Willow St. ° Long Beach, CA 90806 ¢ (562) 427-8900 » Fax (562) 427-1122

IAMAW

March 9, 2011

Budget Oversight Committee
City of Long Beach

333 W. Ocean Boulevard
Long Beach, CA 90802

RE: Street Sweeping Optimization

The Machinists Union challenges various statements in Chair Gary Delong’s memorandum to
support Street Sweeping Optimization. Asthe employee representative, we support true
optimization of City Services that yield increased service to the citizens, especially considering
71%, or 16 of the employees potentlally impacted are Long Beach residents|

Chair DeLong’s brief report outlining the general functions of street sweeping completely omits
the additional services provided by the Environmental Services Bureau during and after major
events like the Long Beach Grand Prix, varlous parades and festivals. The Bureau is also
available during and after emergencies where a contractor would not be.

Chair Delong’s presumptive proposal is limited to contracting out a service where the money
they bring in is $.22 million more than they cost. The union will demand that if staff is directed
to only explore contracting out this service, the cost of the study should be included in the cost
of contracting out. We will also request fixed cost information and request corresponding
reductions in pay or elimination of management positions which currently have oversight —a
step consistently missed by the management in Long Beach. With regard to the 75% customer
satisfaction rating, the union would explore the reasons behind the 25% dissatisfaction rating
and séek to deliver a better product to the residents,

Many of the cities listed as using contracted street sweeping services are contract cities that
contract out most of their services. The union fully supports converting the fleet to a green
fleet, especially utilizing Compressed Natural Gas to keep services in-house. The union also
supports an expansion of contracted-in service such as we do with Animal Care and Control.

Chair DeLong sites USA Today as his source for public sector employees being paid more than
their private sector peers, and that public sector pay has risen 28% above the inflation rate.
That is not the case in Long Beach, and this level of local control would be lost If you were to
privatize this service. Long Beach consistently ranks last or close to last in terms of wages.
Please review the following chart of actual pay increases versus the Bureau of Labor Statistic’s
history of inflation by year:

Website: www.lani947.0vq ¢« Email: iam947@hoetmail.com



MOQU Pay Increases vs. BLS Inflation
(MOUs on file with Human Resources — see attached for BLS)

04/01/00 3% Inflation: 3.4
01/01/01. 2%

07/01/01 1% 2.8
07/01/02 0% 1.6
10/01/03 3% (2% for Non-career) 2.3
10/01/04 0%  -1%to pay PERS 2.7
10/01/05 0% 3.4
03/04/06 3%  -1%to pay PERS 3.2
01/01/07 2%

07/01/07 3%  -1% to pay Medical 2.8
04/01/08 2%

10/01/08 3%  -1% to pay Medical 3.8
10/01/09 0%  -1% to pay Medical (deferral negotiated) -4

22%- 5% = 17% - 25.6% inflation = -8.6%

It is time to'stop demonizing your constituents, the residents of Long Beach who also happen to
be City employees. Recognize that this Is a marketable service to surrounding cities and begin
exploring the process of contracting in rather than contracting out. Your constituents make a -
livable wage as City employees with benefits for which they now share the cost, and they
provide services beyond that which a contractor would provide. '

This Committee should instead explore a complete restructuring of management as rank and
file employees represented by the IAM have been reduced by roughly 1000, whether
contracted out or eliminated out right, but management ranks have grown and garner higher
and higher salaries. Rather than targeting services that are being delivered with revenue to
spare, this Committee should consider the delivery of benefits — a service where the costs have
increased exponentially while benefits have been cut. Utilizing a multi-employer trust fund
would also shift the multi-million dollar GASB4S5 obligation from the City to a Trust.

Sincerely,

Janet Schabow, BR
IAMAW DL947
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Percenkt change

Dec~ Avg-
Dec Avg
1.0 tL.0
2.0 1,0
12.6 7.9
18.1 17.4
20.4 18,0
14.5 14.8
2.6 15,6
-10.8 -10,5
-2.3 =-6.1
2.4 1.8
0.0 0.0
3.5 2,3
-1.1 1.1
2.3 ~-1.7
~1.2 -1.7
0.6 0.0
-6.4 —2,3
-9.3 -9,0
~10.3 -9,9
0.8 -5.1
1.5 3,1
3.0 2,2
1.4 1.5
2.9 3.6
~2.8 -2,1
0.0 -1.4
0.7 0.7
9.8 5.0
9.0 10.9
3.0 6.1
2.3 1.7
2.2 2.3
18.1 8.3
8.8 14.4
3.0 8.1
-2.1 -1.2
5.9 1.3
6.0 7.9
0.8 1.9
0.7 0,8
-0.7 0.7
0.4 -0.4
3.0 1.5
2.9 3.3
1.8 2.8
1.7 0.7
1.4 1.7
0,7 1.0
1.3 1.0
1.6 1,3
1.0 1.3
1,9 1.6
3.5 2.9
3.0 34
4.7 4.2
6.2 5.5
5.6 5.7
3.3 4.4
3.4 3,2
8.7 6.2
12,3 11,0
: 6.9 9.1
4,9 5.8
6.1 6,5
9.0 7.6
13.3 11.3
12.5 13,5
3/9/2011
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122.3
128.7

135.0
139.3
143.6
147.2
151.4

185.7
160.0
162.2
165.0
171.2

176.2
178.8
184.2
187.4
193,3

189.8

205,352
213,528
212,709
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89.1
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98,6
103.1
106,9

108,6
112.7
117.1
123.1
128.9

135.2
139.8
144.0
147.4
151.9

156.3
160.2
162.5
166,2
1113

176.9
179.8
183.8
188,0
194.6

201.5

206,686
214,823
213,240
218,009

89.8
95,8
98,2
103.4
107,3

108.9
113.1
117.5
123.8
129.2

135,6
139,7
144.2
147.5
152,2

156.6
160.1
162.8
166,2
171.5

177,17
179.8
183.8
189,1
194.4

202.5

207,949
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213,856
218,178

90.6
97.0
98.5
103,7
107.6

109,35
113,5
118.0
124,1
129.9

136.0
140,2
144.4
148,0
152.5

156.7
160.3
163.0
166,2
172.4

178.0
179.9
183.7
188,7
194,5

202,9

208,352
218,815
215,693
217,965

91.6
97.5
99.9
104.1
107.8

109.5
113.8
118.5
124,4
130.4

136,2
140,85
144,4
148.4
162.5

157.0
160.5
163.2
166,7
172.8

177.5
180.1
183.9
189.4
195.4

203,58

208.299
219,964
215,351
218,011
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140.9
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218,803
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97.6
101.3
1085.3
109.3

110.5
115.4
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126.1
133.8

137.9
141,9
145.8
149.7
153.5

158.6
161.3
163.9
168.3
174.0

176.7
180.¢
184.,3
1%0,3
196.8

201.8

210,036
210,228
215,949
219,179
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140.3
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160.5
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207,342
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214,537
218.056
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2.9 3.0
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1,5 1.6
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Understanding and coping with the economic siowdown by Mary Ann Milbourn

: s public workers not overpaid
October 19th 2010 1:00 am + 143 Comments - posted by Mary Ann Milbourn

8 Recommend Share,

Califonia’s state and local government workers are paid less than the private sector, but
when benefits are included, they make about the same compensation, according to a
new study out of UC-Berkeley.

The study, by Cal's Institute for THINGS TO DO
Research on Labor and Employment, did not compare specific jobs because there are
often no private counterparts to public sector jobs like law enforcement and firefighting.
Researchers, howewer, adjusted for such things as education and experience —
important distinctions because the government workforce is more educated and older
than the private sector, which could skew their compensation higher. For instance 55%
of govemment workers hawe a four-year degree compared to 35% of private employees.
The study found that state and local government employees are paid about 7% less
owerall than private workers. Public health and pension benefits, however, are more Add an Even '
generous. Government benefits account for about 35.7% of total compensation
compared to 30% in the private sector.

Researchers did not compare the relative age of retirement in public versus private jobs
or total potential retirement and health benefit payouts ower the life of the employee. It
simply computed current pay and benefits. (Click on chart to enlarge.)
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Should performance beat education for
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The Truth about Public Employees in California:
They are Neither Overpaid nor Overcompensated

Sylvia A. Allegretto and Jeffrey Keefe*

Introduction

Recently, there has been a great deal of debate and consternation over the compensation of public-sector
employees across the U.S. It has been asserted that state and local government employees are overpaid
compared to workers in the private sector. In California government workers have been vilified as scan-
dals and anecdotes pass as confirming evidence of exorbitant pay. This research is especially important
given the outrage over the pay of municipal officials in Bell, California. The outrage over what happened
in Bell is reasonable and just. Many of the players immediately resigned and on September 21, 2010 eight
city officials were arrested.! Those arrested include the former city manager of Bell, Robert Rizzo, who
was making nearly $800,000 a year. Rizzo was charged with 53 counts. It is alleged that Rizzo, without
approval from the City Council, actually wrote the conditions of his own contract—the case keeps grow-
ing in terms of scope and involved officials. It is clear by the arrests and scores of allegations that the
situation in Bell was not in line with usual procedures.

While anecdotes that stem from public-sector corruption capture much attention, it is a data-driven
analysis of public-sector pay and compensation that is needed to answer the question: How do the pay and
benefits of public sector workers compare to those in the private sector? This is a legitimate question that
should not be answered anecdotally. The research in this paper investigates empirically whether California
public employees are overpaid at the expense of California taxpayers.

The results from this analysis indicate that California public employees, both state and local, are not
overpaid. The wages received by California public employees are about 7% lower, on average, than wages

* Sylvia A. Allegretto is an economist and deputy chair of the Center on Wage and Employment Dynamics at the Insti-
tute for Research on Labor and Employment, University of California, Berkeley. Email: allegretto@berkeley.edu.

Jeffrey Keefe is associate professor of labor and employment relations at the School of Management and Labor Rela-
tions, Rutgers University. Email: jkeefe@rci.rutgers.edu.

We thank Adam Dunn and Laurel Lucia for helpful comments.




Thus, the difference in workforce characteristics and benefit allocations between the public and private
sectors is why a regression-adjusted analysis is employed in this research. The regression framework allows
a comparison of similar workers controlling for factors which influence compensation levels. A standard
wage equation produced a surprising result: full-time state and local employees are under-paid by about
7% compared to their private sector counterparts. However, a re-estimated regression equation of total
compensation (which includes wages and benefits) demonstrates that there is #o significant difference in
total compensation between full-time state and local employees and private-sector employees.

The Challenge of Analyzing Public Employee Compensation

To answer whether California public employees are overpaid two simple but related questions need to be
asked: compared to whom? And compared to what? The standard of comparison for public employees is
usually similar private sector workers, with respect to education, experience, and hours of work.

Ideally, we would compare workers performing similar work in the public sector with the private sector,
but this is not always possible. There are too many critical occupations in the public sector, for example,
police, fire, and corrections, without appropriate private sector analogs. Even private and public teaching
is significantly different. Public schools accept all students, while private schools are sometimes highly
selective and may exclude or remove poor petformers and special needs or disruptive students. Conse-
quently, comparing workets of similar “human capital” or fundamental personal characteristics and labor
market skills is considered the best alternative. Analyses based on comparisons of personal characteristics
capture most of the important and salient attributes in comparable work studies.

Prior research reveals that education level is the single most important earnings predictor for all work-
ers. Education helps create work-relevant skills. People invest heavily in their own and their children’s
education by buying homes in communities with good schools and by paying or taking on debt to attend
schools, colleges, and universities. Empirically, education is followed by experience in advancing earn-
ings. People learn by doing and by working in a variety of job tasks as they advance through occupational
levels. Most occupations reward experience and on-the-job learning as they are associated with more
competent and productive performance.

Other factors widely found to affect compensation include gender, race, ethnicity and disability. How-
ever, productivity-related human capital differences (e.g., training and education) are inter-mingled with
labor market disadvantages stemming from historical patterns of discrimination. We account for all of
these factors in our study. When analyzing hours of work most studies exclude part-time workers for a
number of reasons: their hours of work vary, they earn considerably less than comparable full-time work-
ers, they are more weakly attached to the labor force, and they often lack benefit coverage. 'This study
follows standard practice by focusing on full-time public and private sector employees, who represent over
80% of the state’s labor force, and by controlling for hours worked per year.

It is well known that an employer’s organizational size greatly influences employee earnings. We are for-
tunate to be able to account for the size of the firm where each sampled full-time worker was employed.
This control variable is made possible by the Integrated Public Use Microdata Series of the March Current
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Chart 1 Educational attainment of California workers in the private sector versus
those in state and local government
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Source: Current Population Survey, IPUMS 2008. *Includes Professional, Masters and Doctorate degrees.

Chart 1 illustrates the dissimilar distributions of education for workers in the private and public sectors.
Approximately 55% of California public employees hold a Bachelors or advanced degree compared to
35% of private-sector workers. Table 1 shows the educational distribution for the total private sector and
by firm size in the first four columns and for the public sector in column 5. The returns to education, which
is the average increase in earnings associated with incremental increases in educational attainment, are
reported in the last column of Table 1. The percentages for each level of education are in comparison to
workers who have not completed high school.? For example, a high school graduate, all else being equal,
earns on average 39% more than a worker without a high school diploma. The education premium jumps
to 57% on average if the worker attended some college or 70% if the worker holds an Associates degree.
Completing college with a Bachelors degree yields a 98% premium and a professional degree (law or
medicine) increases average earnings by 178% compared to an individual without a high schoo! diploma.
A Masters degtee yields an average 128% pay premium and a Doctorate produces a 159% return.
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Table 2 Annual earnings and total compensation comparisons by level of education
for workers in California

X Private Public Difference: Public sector
Education level sector sector public-private  premium/penalty
Annual wage earnings

Less than high school $25,964 $29,640 $3,677 14%
High school $39,642 $38,903 -$739 -2%
Some college $45,609 $47,717 $2,107 5%
Associates degree $53,376 $53,617 $241 0%
Bachelors degree $72,313 $62,337 -$9,976 -14%
Professional degree $185,465 $163,949 -$21,515 -12%
Masters degree $107,017 $71,527 -$35,490 -33%
Doctorate degree $124,851 $108,897 -$15,954 -13%
Total compensation
Less than high school $33,607 $41,725 $8,118 24%
High school $50,563 $54,269 $3,706 7%
Some college $57,229 $66,094 $8,865 15%
Associates degree $66,695 $73,622 $6,927 10%
Bachelors degree $88,852 $84,040 -$4,812 -5%
Professional degree $228,913 $217,343 -$11,570 -5%
Masters degree $131,040 $94,753 -$36,288 -28%
Doctorate degree $153,980 $144,470 -$9,511 -6%

Source: Current Population Survey: IPUMS 2009.

For example, a full-time worker without a high school education earns on average 14% more when em-
ployed by state and local government ($29,640) compared to the private sector ($25,964). When the
comparison is total compensation (including benefits), the public sector premium jumps to 24% for
workers without a high school diploma ($41,725) compared to similarly educated private sector employ-
ees ($33,607).

Just considering wages, high school graduates approach earnings equivalency between private and public
sector with public sector workers earning wages 2% less than their private sector counterparts. Nonethe-
less, when we examine total compensation, high school graduates earn $3,706 (7%) more annually in the
public sector.

However, the wages and total compensation received by public sector workers at higher levels of education
are less than comparable workers in the private sector. The relatively better benefits received by educated
public sector workers are not enough to compensate for the pay difference. For example, government
workers with a Bachelors degree ecarn on average 14% less than similarly educated workers in the private
sector. When considering total compensation, these public-sector workers still receive 5% less.
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Table 3 The distribution of employer costs of compensation for private employers by firm size
and for state and local government

Private sector employers State and
Employer Costs 11099 1000499 500 ormore 102l
All employees employees employees government

Total compensation 100% 100% 100% 100% 100%
Wages and salaries 70.0%  72.8% 69.6% 66.5% 64.3%
Total benefits (itemized below) 30.0% 27.2% 30.4% 33.5% 35.7%
Paid leave (Vacation, holiday, sick)  7.4% 6.2% 7.3% 9.2% 8.6%
Supplemental pay (bonus, overtime) 2.8% 2.3% 2.9% 3.5% 1.1%
Insurance (health, life, disability) 7.7% 7.0% 8.2% 8.2% 11.8%
Retirement benefits 3.6% 2.5% 3.4% 5.6% 8.2%
Legally required 8.5% 9.3% 8.7% 7.0% 6.0%

Source: BLS ECEC December 2009 data. Unpublished compensation data for the Pacific Census division.

On the other hand, public employees receive considerably more of their compensation from employer-
provided insurance. Insurance accounts for 7.7% of private sector compensation but 11.8% of state and
local government employee costs. Retirement benefits also account for a substantially greater share of
public employee compensation, 8.2% compared to 3.6% in the private sector. As with most benefits,
the differences between private and public employees’ compensation costs shrink for larger private-sector

firms.

Legally required benefits account for a greater share of the small employers’ compensation, as organiza-
tional size increases these benefits costs decrease in relative importance. In local and state government
employment, legally required benefits represent a substantially smaller share of benefit costs for several
reasons. First, a nontrivial number of public employees do not participate in social security, which par-
tially explains their higher pension costs.? These employees are not eligible for Social Security benefit
payments at retirement unless they chose to work in another job elsewhere which is covered by Social
Security. Second, state and local governments do not participate in the federal unemployment system.
Lastly, since state and local governments offer more stable employment they pay lower rates into the state
unemployment insurance trust fund, because unemployment insurance contribution rates are partially

experience rated.*

In summary, state and local government workers receive more of their compensation in employer-provid-
ed benefits. Specifically, public employers contribute relatively more toward employee health insurance
and retirement benefits costs. Public employee benefit costs, however, are relatively lower for supple-
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What is the relative pay and total compensation of public sector workers compared to those in the private
sector? The CPS data on earning with the ECEC data on benefits allow us to answer these questions.
The ECEC data are employed to calculate total employer compensation costs for each employee in the
sample.” Each observation has an earnings and total compensation measure. Table 5 reports the results of
a standard earnings equation on four measures: annual and houtly earnings; and annual and hourly total
compensation.

Table 5 Regression adjusted wage and compensation premium for public
sector workers in California

Earnings Total compensation
Annual Hourly Annual Hourly
State & local government S1.TT% *k* -6.36% ** 0.89% 2.29%
State government -7.55% * -8.92% * 1.07% -0.28%
Local government -7.86% *** -5.38% * 0.01% 3.28%

Contro] variables: hours of work, education, experience, organizational size, gender, race, and disability.

Significance levels: probability estimate 0 is * >,05, *#*>.01, and ***>.0001

The estimates represent the earnings and total compensation premium of California state and local govern-
ment workers relative to private sector workers. Columns 1 and 2 provide estimates for employee wages.
The annual wages of state and local California public employees are 7.77% less than comparable private
sector workers (earning results are all statistically significant). The estimates in rows 2 and 3 separate out
state and local workers. State workers earn 7.55% less than workers in the private sector and local govern-
ment workers earn 7.86% less. The results in column 2 compare hourly wages. Overall, the hourly wages
of California’s state and local employees are 6.36% less than employees in the private sector. Separately,
the hourly wage gap is 8.92% for state and 5.38% for local government workers in California.

Now that it has been established that public sector workers are 7ot overpaid what happens when benefits
are considered? Results on total compensation, annual and houtly, show that the more generous benefits
received by public sector workers is just enough to make up for the significant negative wage gap—these
results are reported in columns 3 and 4. Importantly, the point estimates are very small and none of the
estimates are statistically different from zero. There is no measurable difference in total compensation between
public and private sector workers.

‘The results presented here provide strong evidence that California public employees are not over-compen-
sated when compared to similar private sector workers.
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market alternatives to government employment. Additionally it is well known that taxpayers do not want
to pay higher taxes. Taxpayers exert considerable pressure on elected representatives to resist increases in
compensation, which creates a formidable incentive and opportunity to hold government pay below mar-
ket rates. Unionization represents a viable legal response to employer labor market power. The pattern of
California public employee unionization is consistent with broader global patterns of unionization. For
example, a study of 27 developed countries found a pattern of public employee unionization consistent
with that of California (Blanchflower 2006). The study reports that union density is negatively correlated
with education in the private sector and positively correlated in the public sector—just as we observe
in California. Possibly, a more important question for policy makers, rather than why highly educated
public employees are unionized, is why relatively less educated and low-paid private sector employees are
inadequately represented by unions.

The Great Recession continues to leave a great deal of economic pain and scarring in its wake. But, the
vilification of government workers is sorely misplaced and has left the real culprits of this devastating
downturn off the hook. Compensation received by public sector employees is neither the cause—nor can
it be the solution—to the state’s financial problems. Only an economic recovery can begin to plug the hole
in the state’s budget. Unfortunately, the current budget balancing efforts in California are anti-simulative
and further act to depress demand in an economy already operating way below capacity. Budget cuts have
helped to keep California’s unemployment rate well into the double-digits for over a year and a half—and
there is no end in sight. Thousands of California public employees have lost their jobs and many more
have forgone pay through forced furloughs and their families have experience considerable pain and dis-
ruption. All the workers who have lost their jobs or took cuts in pay or benefits were made to do so not
because of their work performance, or because their services were no longer needed, nor because they were
overpaid. They were simply causalities among a list of millions of hard working innocent victims of a fi-
nancial system run amuck. Public sector workers help our communities to thrive and provide services that
malke it worthwhile to live in them—it is wrong to blame them for the fallout from the greatest economic
downturn since the Great Depression.
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This study uses these ECEC sample estimates to calculate relative benefit costs for each private and public
employee in the California sample. The calculation was done by calculating the relative benefit mark-up
for each private sector employee based on the size of the organization that employed the worker and their
occupation. The mark-ups are reported in Table Al. State and local government employees’ wages were
similarly marked up using a benefit weight calculated using the ECEC data. It is assumed that when em-
ployees share information about their earnings they do not distinguish paid time off from time worked in
salary data. Therefore paid time off is not included in the mark-up. CPS wages also include supplemental

pay.

The mark-up used in this study for benefits does not include paid leave or supplemental benefits. The
average mark-up for state and local government employees was 0.3519. The average mark-up for workers
in small, median and large private sector firms was 0.2310, 0.2535, and 0.2624, respectively. IPUMS CPS
sample for California from 2009 was used for the estimates shown and the sample size was 4835.

Endnotes
1 There have been eight arrests in Bell over the pay scandal: http://abcnews.go.com/US/bell-calif-city-leaders-arrested-
salary-scandal/story?id=11691192.

2 A standard earnings equation using CPS data for full-time workers in California was estimated to produce the esti-

mates of the returns to education.

3 The Social Security Act of 1935 excluded state and local workers from mandatory coverage. Legislation in the 1950s
allowed states to elect voluntary coverage for their employees (Munnell and Soto 2007).

4 The less an employer’s former employees use unemployment the lower the rates and vice versa.
> The data appendix provides details on the merged data set and the methods used to create it.

6 See Keefe 2010b page 3.
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