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PREFACE

On Septenber 13, 1983, the Board of Supervisors adopted our
Commi ssion's report and recommendations, Deci si on- Making and
Organi zation in Los Angeles GCounty Governnent, assigned |ead
responsibility for inplementation to the Chief Admnistrative
Oficer (CAO, and asked us to nmonitor inplenmentation progress. In
Septenber 1984, effective January 1985, the Board consolidated the
facilities rmanagenent functions  of the Building Services,
Communi cat i ons, Facilities (County Engineer), and Mechani cal
departnments into a Facilities Managenent Departnent (FMD).

This report is the third in our series reviewng the county's
progress in inplenmenting the overall program as adopted by the
Board. In this report, we focus on the structure the Board of
Supervisors has inplenented to manage its facilities program
Not hing in our report should be construed as an assessnent of any
i ndi vidual's per f or mance. Qur findi ngs include significant
acconplishnents since consolidation of Facilities Mnagenent. OQur
recommendations are directed toward future inprovenent in the
county's overall real property nmanagenent functions, which include
facilities managenent.

In conducting our review, we net on several occasions wth
George Y. Tice, Director of Facilities Mnagenent, and wth
representatives of the CAO W wish to thank both departnents for
their full cooperation in supplying the information we needed
during our review.

The first section contains a summary of our findings and
recommendati ons. The second contains a nore detailed discussion of
the costs of the county's property nanagenent functions, their
structure, and the need for change. The third section contains a
nore detailed discussion of the progress to date in inplenenting
the Board's 1984 order to create a consolidated Departnent of
Facilities Managenent.




OVERVI EW
PROPERTY MANAGEMENT | N LOS ANGELES COUNTY GOVERNMENT

The subject of this report is the organization of property
managenent functions in Los Angeles County governnent. By property
managenent we nean all those prograns of the Board of Supervisors
whi ch provide housing for county public services. It therefore
ranges from the planning and finance needed to acquire real
property to the construction work needed to build, mintain,
operate and repair structures and building equipnent. It also
i ncl udes such support functions as risk managenent and security.

W are submitting our report on this subject at this tine as
part of our overall responsibility to evaluate the results of the
county's inplementation of the program we recommended to
restructure the county, as adopted by the Board of Supervisors |late
in 1983.

The Board of Supervisors nanages a physical plant of
significant size and conplexity. It consists of 39 mllion square
feet in 750 major facilities. The County has invested $2.1 billion
in the last 25 years alone, excluding roads, flood channels and
ot her assets which support the general regional econony. Additions
amounting to $315 million are planned for the current year, and
$800 million is anticipated within five years. Annual operating
costs exceed $400 mllion.

The managenent of a system of this scope requires unified
focused, single-m nded managenent attention. In 1985, the Board of
Supervisors took a significant step in the direction of unifying
its property managenent functions by consolidating the Building
Ser vi ces, Conmmuni cat i ons, Facilities (County Engineer), and
Mechani cal Departnments into a single Facilities Managenent
Departnment. For the first time in the county, this action I|inked
pl anni ng, building design and construction, and |leased facility
acquisition wth operations and mintenance in a single
organi zati on accountable to the Board of Supervisors.



The new departnment has been successful in fornulating an
organi zational plan, integrating the adm nistration and operations
of the four units, inproving its ability to deliver services, and
reduci ng sone of the costs of managenent.

In particular, we expect the assignnent of Building Conplex
Managers in each mgjor facility, together with the centralization
of pl anni ng, schedul i ng, and budgeting to produce nmjor
efficiencies within a few years. Sone inprovenent has already
occurred. In those areas where it has inplemented a pilot program
the new departnent has found inproved client satisfaction anong
operations nmanagers of the departnments occupying the facilities
included in the pilot. Based on this and our other findings, we
believe that the work should be continued, wth sone refinenments,
as initiated by the Facilities Managenent Departnment to form the
new consolidated departnent. This is the subject of our second

recommendation. The supporting detail is in Section IlIl of the
report.
However, it is also true that the Board, in creating the

Facilities Mnagenent Departnent, did not conplete the necessary
structural reform

As created, the new Facilities Managenent Departnent does not
provide for f ocused, single-m nded attention to property
managenent. It continues to perform such functions as fleet
mai nt enance, mail and nessenger service, and others which are not
relevant to the overall property nmanagenent responsibility, and
therefore act as a drag on managenent attention.

More inportant, property managenent is not fully unified. It
is fragnented between the Chief Admnistrative Ofice (CAO and the
new Facilities Managenent Departnent. In particular, both the CAO
and the Facilities Mnagenent Departnent perform roles and commt
resources to space nmanagenent, capital project planning and
execution, and energy managenent. In addition, the CAO controls
policy in such areas as insurance and risk managenent, which are
affected by project design and should forman integral part of any
property planning. Mst inportant, the CAO through the overall
responsi bility for county budgets, controls the prograns, plans and
operations of every county



departnent: that is, the CAO controls the basis for strategic
pl anning of the physical plant and the resource levels for its
mai nt enance.

County officials tend to tolerate fragnentation of roles and
responsibilities by defining them as nulti-layered. They say, in
the case of project managenent, that the CAOs role is that of
"Proj ect Adm ni strator", whi |l e t he Facilities Managenent
Departnment's role is that of "Construction Project Manager"
Simlarly, they claim the division of responsibility 1is not
duplicative in the case of space managenent. The Facilities
Managenment people maintain a space inventory and nove things around
whil e the CAO nedi ates anobng conpeting departnents and deci des how
to all ocate space.

We found, however, that in performng their respective roles
both do identical work. They confer wth personnel of tenant
departnments, visit and inspect sites, identify alternatives, and
track costs and schedules. The boundaries between |ayers of
adm ni strative coordi nation and project execution are unclear.

Most inportant, although the departnments communicate and
coordinate their activities, they are autononous; nei t her
departnent is subordinate to the other. Both report directly and
i ndependently to the Board of Supervisors.

Accountability for results is unassignable in such a system

The opportunities for weak performance are nearly limtless.In
effect, the county has a capital inprovenents program of $800
mllion with no one in charge.

As we stressed in our 1983 report leading to reorganization
many of the county's problens nust be attributed nore to weaknesses
in its structure and to the formal relationships anong the Board,
CAO, and departnments than to the performance of individuals. In
property managenent, the case of Oive View Hospital is a good
exanpl e. Design deficiencies have rendered it non-functional. It is
still not fit for occupancy, alnost nine nonths after dedication
because of defects introduced during nodifications at sone point
over the past decade. None of the individuals now in key positions
in the CAO or Facilities



Managenent are responsible. They did not hold their positions at
the tinme the defects were introduced; nor was the Board of
Supervisors the same at the tinme. Simlarly, while the co-
generation project appears to be back on track, it too came close
to collapse. In the early 1970's, the county experienced crisis-
| evel problens with Martin Luther King Hospital, the Central Jail
and the Crimnal Courts Building. Regardless of the exanple, our
point is that the county's problens in this area are chronic. Wat
is true of the Aive View exanple is true of any exanple: no one is
account abl e because no one is in charge of a sufficiently |arge
el ement of the overall program to be held accountable. The county
will continue to manage fromcrisis to crisis until the structura
defects are corrected.

In our 1983 recomendati ons, we enphasized the need to pursue
three objectives as part of a conprehensive, systematic approach to
restructuring the county's system of departnments and reformng its
deci si on- maki ng processes. They are:

- to clarify the formal relationships anong the Board,
the CAO and departnents,

- to reduce the nunber of separate county departnents
by consolidating and reorganizing county prograns
into a system of fewer departnents,

- to standardize county processes governing business
and support in such areas as personnel, pay roll,
i nventory managenent, procurenent, and distribution.

Thr oughout, we stressed two central points:

- Although the CAO may appear to be a nmanager of
county operations, no CAO has ever accepted
accountability for that role. The Charter does not
permt the CAO to appoint officials for whose
performance he woul d be accountable. Therefore, the
CAO has no efficacious authority to inplenent
policy or organizational changes for any departnent
of the county except his own.

- A strategy of sinply nerging county departnents
into agencies would be defective. Since existing
departnents al r eady I ncor por at ed m smat ched
functions, so would the new, nerged agenci es.



The central conclusion of our current study of the county's
property managenent system applies precisely the sanme points. The
structural weaknesses in the current system will surely lead to
trouble in the execution of the county's energing expansionary
stage, just as they have led to trouble in the past. The best tine
to correct the structural defects is now, before new crises energe.

In our view, the nost effective correction of the weaknesses
in the property managenent system will be to consolidate the
Facilities Managenent Departnent into the CAO. In this way, the
Board of Supervisors can nmake the CAO nore genuinely an
adm nistrative officer with in the framework of the current Charter
and laws. This is the subject of our first recomendation. The
supporting detail is in Section Il of the report.
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SECTION | : SUWMVARY OF CONCLUSI ONS AND RECOMVENDATI ONS

The subject of this report is the organization of the Board's
property managenent function. In this section, the task force
explains the significance of this function and sunmmarizes its
concl usions and recomendati ons. Subsequent sections describe the
current systemin sonme detail.

As of June 30, 1985, the book value of land, structures and
i nprovenents managed by the Los Angeles County Board of Super-
visors was $2.1 billion, excluding the value of roads, flood
channel s and other infrastructure supporting the regi onal econony.
The county's physical plant conprises 750 major facilities
including nore than 4000 structures of all kinds. Over 20 mllion
square feet of this plant is county-owned. Last fiscal year the
Board spent $90 million on capital inprovenents and additions. In
addition, this year the Board has budgeted $104 nillion in rents,
$315 million in capital inprovenents and additions, $120 mllion in
utilities and tel ephone services, and $180 million on facilities
operations and naintenance. Because of the expansion in capital
projects, the Facilities Managenent Departnent is requesting $32
mllion for additional positions over the next four years.

The graphs in Figure 1 on Page 3 summarize the twenty-five
year history of expansion and managenent of the county's plant
During the period 1963 to the present:

- the Board of Supervisors and others in cooperation
with it invested $1.7 billion in capital projects for
t he housing of |ocal prograns;

- the county population increased by 23% from 6.5
mllionto 80 mllion

- the Board nearly doubled the size of the county
wor kf orce from 44,000 in 1963 to 86,000 in 1976, then
decreased and stabilized it to the present I|evel of
75, 000;

- the annual budgeted costs of the Board's facilities
managenent prograns increased by a factor of 6.0 from
$397 per county enployee to $2400 per enployee
(al rost twice as fast as the Consuner Price Index);

-1 -



- the total annual expenditure for all costs of
facilities oper ati ons, i ncl udi ng managenent ,
mai nt enance, inprovenents, rent, utilities and
damages, has increased by a factor of 7.6 from $710
to $5400 per county enpl oyee.

Property managenent includes the planning, fi nanci ng,
acqui sition, developnent, construction, operation, rmaintenance,
all ocation, and disposition of real property. W do not separate
building operation and nmintenance from the function. Risk
managemnent , life-cycle costs, mai ntainability and operating
efficiency are too closely related to building | ocation and desi gn.
However, property nmanagenent does not wusually include fleet
mai nt enance, t el ephone system anal ysi s, t el ecomruni cati ons
engi neering and mail servi ce.

At present, the Board nmnages its plant and its capital
i nprovenents program through the structure sunmarized in Figure 2
on Page 4.

The structure is seriously deficient for managing property
devel opnent and facility operations prograns on the scale of the
county's. Major elenents of the following functions (described on
Pages 30 and 33) are either weak or m ssing:

Long Range Pl anni ng
Pol i cy Devel opnent
Program Eval uati on

Most el ements of the follow ng functions (al so on Pages 30 and
33) are duplicated by the Chief Admnistrative Ofice and the
Facilities Managenent Depart nent:

Syst em Contr ol
Proj ect Programmi ng
Proj ect Managenent

After 1976, the Board of Supervisors nearly halted the capital
projects program deferred all mintenance except the nost
critical, and severely curtail ed expenditure authorizations for al
facility operations. Therefore, the structural weaknesses have not
yet caused managenent problens on a large scale. However, in the
early 1970's, fragnmented nanagenment of such maj or
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projects as Martin Luther King Hospital, the Central Jail addition
and the Crimnal Courts Building caused naj or problens.

Now the county is poised for another expansionary stage, and
signs of breakdown are appearing again, sone with origins dating
back a decade or nore. For exanple, design nodifications at dive
Vi ew Hospital rendered it non-functional. It is still not fit for
occupancy, al nost nine nonths after dedication.

W believe it is of vital inportance for the Board to act
decisively to inprove its property managenent function. The Board
shoul d act now, before the structural deficiencies affect the $315

mllion in inprovenents that are newly comm tted.

Effective action requires full Board support of tw ngjor
objectives. First, the Board nust restructure the property
managemnent function, i ncl udi ng facilities oper ati ons and

mai nt enance, to unify authority and accountability for it under the
Chief Admnistrative Oficer and to divest it of unrelated
functions (Recomendation 1). Second, the Board nust direct the CAO
to continue the innovative consolidation of facilities operations
started by the current Director of Facilities Managenent and to
establish certain policies for their continuing nmanagenent
(Reconmendati on 2).

These actions can be taken within the framework of the current
Charter. Sone may require changes in the County Code.

Recommendation 1

We recomend that the Board of Supervisors

- consolidate in the Chief Admnistrative Ofice ful
responsibility for all county property managenent,
including facility operations and capital projects;

- direct the CAO/ Director of Property Managenent to
divest his property nmanagenent organization of
activities not integral to property managenent by

- establishing, under his direct supervision, a
general services organization, to include
nmessenger and mail servi ces, t el ephone
service request processi ng, and fleet
mai nt enance;

- transferring appropriate functions to the
Data Processing Departnment or other county
departnents



Di scussi on

The structure we recomend is depicted in Figure 3 on Page 5.
It is based on the three objectives adopted by the Board in 1983 as
fundanmental to the success of the county's reorganization program

- to reduce the span of control of the Board of
Super vi sors;

- to strengthen the CAOs formal authority over the
necessary internal support structure for county
publ i c services;

- to standardize and integrate the county's business
and adm ni strative functions.

In the present structure, the Board can reasonably hold no one
accountable for the overall performance of the property managenent
function. Holding the CAO accountable would be unreasonable. The
CAO does not appoint or supervise the Director of Facilities
Managenment. To hold the CAO accountable, therefore, is to credit
him with the performance of people whom he does not control. Nor
can the Board hold the Drector of Facilities Managenent
accountable. Too many functions are duplicated by the CAO
Moreover, the CAO s control over budget, risk managenment, personnel
practices, safety, and security has a major inpact on the
performance of the Departnment of Facilities Managenent. In effect,
Los Angeles County has a current capital inprovenments program of
$315 million with no one in charge.

County officials tolerate the fragnentation of project
managenent and coordination roles by defining them as multi-
| ayered. That is, they enphasize that the CAOs role is that of a
"Project Admnistrator”, while the Facilities Mnagenent role is
that of "Construction Project Mnager." Simlarly, in the case of
space managenent, the Facilities Managenent people are to maintain
and analyze the inventory of space, and nove things around, while
the CAO nedi ates and al | ocat es space anong conpeti ng departnents.



As we have repeatedly enphasized in prior st udi es,
accountability is wunassignable in such a system The boundaries
bet ween | ayers of adm nistrative coordi nati on and project execution
are too uncl ear.

Therefore, the first point of our recommendation is to focus
accountability for all property-related functions in one official.
This wll require inprovenent of the structure for managing the
physi cal plant, asset developnent, and capital spending. The
structure we reconmend i s designed to:

- ensure the performance of those functions which are
currently weak or m ssing;

- elimnate fragnentation and duplication, creating a
potential savings of $1.5 mllion annually;

- relocate superfluous functions to appropriate units
wi thin county governnent.

The only appointed official who can fulfill the tota
responsibility is the CAO As we have repeatedly enphasized in
prior studies, in the present system of county government only the
CAO has a sufficiently broad view of county-w de needs and
priorities to make inpartial and authoritative reconmendations to
the Board, and perform the conplex |ong range planning and systens
revi ew which are necessary for effective managenent of the county's
business and admnistrative operations, including especially
property managenent functions.

In addition, the fastest growng costs of facilities
operations are not those controlled by Facilities Managenent
Departnment, as can be seen in Figure 1. They are such el enents of
costs as rent, utilities, insurance and danmage judgnents. These
costs depend primarily on decisions of the CAO and tenant
depart nments.

The second point of our recommendation is to divest the
property managenment unit of general services currently produced by
the Facilities Managenent Departnent. Ef fective reorganization
includes the realignment of functions so that single organizations
can be held accountable for single mssion areas. As we enphasized
in our 1983 reconmendations to



consolidate county departnents, merging departnments can be
counterproductive when they already contain a nunber of
i nconpatible functions. In later reports, we explained that such
support functions as fleet maintenance, telephone system analysis,
t el ecommuni cati ons engineering, mail service, mnessenger service,
and office nmachine repair are not wusually provided by tenant-
oriented, full service property managenent firnms. The tenants
provide them or buy them from other suppliers. Yet in Los Angeles
County, they are provided by the Facilities Managenent Departnent.
The reason is, they were carried over in the creation of the new
departnment fromthe old structure of the Mechani cal Departnent and
t he Communi cati ons Departnent. In an organization |ike the County,
such functions should be offered froma centralized unit, but their
services should be separated from facilities planning, operations
and maintenance prograns. Therefore, we are repeating our
reconmendat i ons to i ncl ude real i gnnent of functions in
consol i dation of departments.

It would nmake sense to | ocate sonme of these functions in the
Data Processing Departnent. Tel ecommunication is becomng part of

the information processing function throughout industry. |Its
association with data processing is becomng nore inportant than
its association with building, although it wll continue to be
associated with both. Simlarly, the current generation of business
machines is electronic rather than nechanical; it enploys

technology simlar to conputers. Integrating the devel opnent and
mai nt enance of these capabilities in the sane organi zation as data
processing wll accelerate the nodernization of the county's
oper at i ons.

To inplement the consolidation we recomrend, the Board can
choose anong three strategies:

- consolidate the Departnent of Facilities Managenent
with the Chief Admnistrative Ofice;

- appoint the CAO to the position, Director of
Facilities;



- assign to the CAO the responsibility to supervise
and to recomrend appointnment and dism ssal of the
Director of Facilities to the Board.

O these three, only the first two are a true del egation of
the Board's appointing authority and will unify accountability in
one county official. Only the first alternative will permt the CAO
to reorganize the work to conpletely elimnate fragnentation and
overlap of responsibilities. This is the managerially preferable
alternative.

The CAO s deputies in charge of property nmanagenent and
general services wll be nenbers of the civil service. Since the
Board appoints all departnent heads by the County Charter (Article
11, Sections 11(1) and 11(4)), subordinates of the CAO cannot be
departnment heads. Since they are not departnent heads or otherw se
assigned to the unclassified service, they will be entitled to ful
civil service rights in any exercise of the CAOs authority to
appoint and dismss (Article I X, Sections 30 and 33). Their status
will be simlar to that of the director of the CAOs Ofice of
Human Resources (fornerly the Personnel Departnent).

The change we recomend is crucial to the successful future
operation of county government. However, it wll not be easy. It
will require a political decision to reallocate significant
bureaucratic power. This decision may or may not be favorably
received by such other elected officials as the judiciary and
others in the justice or safety comunities, by architects,
engi neers, developers and builders doing business in the present
county system or by others whose affairs m ght be affected by the
change. Regardless of the delegation, the Board - not the CAO -
will remain politically accountable for results to the electorate.
We recogni ze, therefore, that the decision will be difficult. W
enphasi ze that it is vitally needed.

Recommendation 2

We recommend that the Board of Supervisors direct the
CAO / Director of Property Mnagenent to put priority
on the foll ow ng:

-10 -
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- conpleting the design and i nplenentation of the
bui | di ng conpl ex manager concept and production
control

- budgeting all facilities nanagenent to recover the
full cost of operations;

- finding the nost effective ways to reassign per-
sonnel whose prior positions have been elim nated.

Di scussi on

We believe that the present Facilities Managenent Departnent
has made significant progress in consolidating and integrating
facilities operations and certain planning functions. The planned
basic structure of the Facilities Mnagenent Departnent is
illustrated in Figure 4 on Page 11

The departnent has already achieved substantial success in
i npl enmenting this structure. So far, this organization

- reduces the nunber of nmanagenent positions and of
or gani zati onal di vi si ons,

- consolidates adm nistrative and support functions,
as well as materials managenent, and

- inproves the structure of the facilities services
delivery system

Therefore, the first point of our recomrendation is to retain
a simlar structure under the Chief Admnistrative Oficer, wth
the CAO s present Asset Developnent functions assigned to the
constructi on managenent and real property branches.

The nost innovative features of the planned structure are the
f ol | owi ng:

- the assignment of Building Conplex Managers in each
major facility as a one-stop authority for al
tenants' buil di ng-rel ated needs;

- the centralization of planning, scheduling and
resource allocation for mmjor capital projects and
for alteration and repair projects estimted at
$2500 or nore;

- the centralized coordination of nultiple capital
projects which are interdependent.

-12-



We expect these changes to inprove the County's facility
managenent. The building manager concept wll permt increased
efficiency in the wuse of labor, inproved relationships wth
tenants, increased opportunities for advancenment of enployees, and
reduced tenant costs. Centralized project planning and control wl|l
i nprove job estimating and schedul i ng, reduce backl ogs, and provide
for nore consistent quality.

At present, the Facilities Managenent Departnent is inple-
menting the structure in the Eastern Region. Sone inprovenent has
al ready occurred. So far, the departnent has found a high |evel of
client satisfaction in its review of the pilot wth tenant
oper ati ons managers.

However, we found that the executives of tenant departnments do
not believe the additional convenience to their local office
representatives is justified if it increases the cost of services.
The structure as planned increases overhead costs by creating 36
new bui | di ng managenent positions, centralizing program nmanagenent
and production control, and including alteration and repair jobs in
t heir scope.

Therefore, the key to effective inplenentation will be to
ensure that the planned increases in efficiency produce sufficient
savings to fund the new functions while retaining increased
responsi veness. Cost reduction will require the cooperation of the
Pur chasi ng Agent and the Auditor-Controller in delegating increased
authority to the Building Conplex Managers to hire contractors, to
use blanket purchase orders, and to mmnage routine financial
transactions wth tenants. These officials will need to work with
the County Counsel to develop appropriate county code changes to
i npl enent new policies within the constraints inposed by statutory
requirenments.

The second point of our recommendation is to budget facilities
managenent on a full cost recovery basis. A property nanagenent
conpany, or the property managenment division of a corporate
congl onerate, would expect to recover all its costs from its
tenants. If it did not, then it would go out of business. In Los
Angel es County, the Departnment recovers approximtely 60% of its
costs.

-13-



The Board of Supervisors has adopted our past recommendati ons
to require internal services to recover full costs from their
custoners since 1982. It was an integral part of our reconmenda-
tions on reorganization of the county. Properly inplenented, this
policy will

- encourage tenant departnents to plan and econom ze
in their demands for services;

- inprove control over the costs of facilities;

- inprove deci sion-nmaking on contracti ng.

The policy has not been inplenmented, even though the
Facilities Managenment Departnent has inplenmented conputerized cost
accounting support. Non-recovery of costs is partially responsible
for the Departnment's deficit of $3.0 million in 1985-86. Although
the causes of this are still wunder investigation, it appears to
have occurred as a result of both excess staffing ($1.7 million)
and under-realization of planned cost recovery ($1.3 mllion).

W stress, as we have in the past, that the county has sup-
plied the Departnent wth wuseful information systens (FIRM
supporting cost accounting. Therefore, the technol ogy necessary to
support a cost recovery policy is available in the Departnent. Ful
i npl ementation depends on the priorities of the CAO and the
Depart nent .

The third point of our recommendation is to find and inpl enment
means of reducing the managerial and adm nistrative support staff
workforce in this and other consolidated departnents, consistent
wi th budgeted reductions and in accordance with the |laws affecting
civil service personnel. At present, the Facilities Managenent
Department enploys eight nanagers whose positions have been
elim nated, at an annual cost in excess of $250, 000.

To achi eve econom es, consolidation of county departnents wl|
require reduction in force, primarily in nmanagenent and support
staff ranks. Sone of the savings expected from consolidation wll
depend on the county's ability to reduce the |levels and nunbers of
t hese personnel. The preferred, |east
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difficult nethods of acconplishing the reduction are the early
retirement program and normal attrition. However, when these fail,
considerable effort wll be needed to find and inplenent
alternatives, wthout Ilayoff whenever feasible. Even when no
alternative to layoff is feasible, nmethods are available today to
ease the pain of layoff. W believe a concerted effort is needed to
establish and i npl enment such prograns as the foll ow ng:

- retraining and reassigning affected personnel to
openings in other departnents, and requiring other
departnments to give preference to themin positions
for which they qualify;

- soliciting the cooperation of contractors who have
county accounts in locating enploynent for the
af fected personnel, and perhaps waiving county code
provi sions which restrict contracting with firnms in
whi ch fornmer county enpl oyees hold key positions;

- hiring outplacenent specialists to work wth
affected personnel in obtaining enploynment with in
or outside of the county system

- providing special termnation or severance pay
packages to affected personnel.

The present county practice is to promulgate a list of the
affected managers to other departnents, in the expectation that the
ot her departnents will find positions for them This has not been
effective for the eight unassigned or under-enployed managers in
the Facilities Managenent Departnent. By retraining, we nean a
formal program wth explicit Board support, intended to inprove
its effectiveness. Contractors should also be considered as a
potential source of enploynent.

Qut pl acenent specialists assist enployees whose assignnents
have been elimnated in marketing their skills and abilities
el sewhere. They concentrate on devel oping job-hunting skills and
supporting t he enpl oyees t hr ough transition. Qut pl acenent
specialists ordinarily charge from 10% to 15% of enployees
sal aries. Therefore, in the present circunstances in the Facilities
Managenment Department, significant support could be provided to the
unassi gned for $25,000 to $40, 000.

-15-



Speci al severance or termnation pay is a form of paynent,
usually based on years of service, designed to assist enployees
financially while they are looking for work. The county has
severance packages. W are proposing that the county provide
speci al consideration for managenent personnel who are displaced by
consol i dati on.

W believe that high priority efforts to inplenent such
prograns would be far preferable to the current denoralizing
situation.

Concl usi on

The task force has identified structural weaknesses in the
Board's property managenent function. W recommend unifying all
property managenent wthin the direct supervision of the Chief
Adm ni strative Oficer. W further recomend that the CAO realign
functions as appropriate between a general services unit and other
county departnents, and that the CAO put top priority on continuing
to inplenment the reorganization initiated by the Director of
Facilities Managenent and on requiring the property managenent and
general service functions to recover their costs from custoner
depart nments.
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SECTION | I: PROPERTY MANAGEMENT | N LOS ANGELES COUNTY

Current Val ue of County Property

As of June 30, 1985, the book value of Los Angeles County
governnent's fixed assets was $2.1 billion, excluding the value of
roads, bridges, flood control channels and other infrastructure
supporting the general econony of the region.” The value of |and,
structures, inprovenents, and construction in progress was $1.5
billion. O that total, we estimate the value of real property
managed directly by the Board of Supervisors through the Facilities
Management Departnent at $1.1 billion. In addition, the County
participates in the ownership and operation of facilities held by
Joi nt Powers Agencies and Nonprofit Corporations, many of which are
al so maintained by the Facilities Managenment Departnent.

In addition, the county

- rents space from a variety of public and private
organi zations at an annual cost of $104 mllion,

- spent $90 million on capital inprovenents in 1985- 86,

- plans capital inprovenents exceeding $300 mllion
during 1986-87, and exceeding $800 nillion in the
next five years,

- plans expenditures of $180 nillion for facilities
managenent this year.

Managing the county's physical pl ant means  providi ng
facilities and space to house over 70,000 enployees providing a
rich variety of public health, welfare, safety and justice
services. At present, the plant conprises over 39 mllion square
feet in 750 major facilities, and includes over 4000 structures of
al I ki nds.

'Source: Mark H. Bloodgood, Auditor-Controller, County of Los
Angel es, Conprehensive Annual Financial Report, Fiscal Year Ended
June 30, 1985.
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In current rental markets for office space in Los Angeles
County, the 20 mllion square feet of plant which is county-owned
coul d generate at |east $200 nmillion in annual revenues.?’

Hi story and Si gni fi cance

Need for Continuous Pl anning. The county's facilities
devel opnent needs are driven by external factors. The county
boundaries encl ose over 4000 square mles. Sone of it is densely
popul ated; some is currently under devel opnent and grow ng; sone is
sparsely popul ated. The major county services - health care, public
safety, justice and welfare - are needed and consuned in all areas.
Such other nore centralized county-operated facilities as nuseuns
and cultural facilities draw custoners fromthroughout the region.

The key to understanding the county's need for continuous
facilities planning is the geographic dependence of popul ation
growt h. Population growth varies by sub-region of the county, in
sonme instances because of nobility and in sonme because of the
different conposition and economc conditions of the resident
popul ation. For exanple, between the 1970 and 1980 census of
popul ation, the county's popul ation increased by 6.3% However, the
average includes increases of 20% to 30% in such areas as the
Ponona - Wal nut Valley, the Antel ope and Santa Clarita Valleys, and
the central area, and declines of 5% in the southern and sout hwest
portions, as well as nmany areas of essentially stable but aging
popul ation. In all cases, the m x of county services and facilities
nmust change to neet energi ng needs.

Popul ation is not the only source of change in the county's
program Changing societal demands also influence the confi-
guration. The county's current capital projects program for

Bui |l ding Omers and Managers Association of Geater Los Angeles,
G eater Los Angeles Ofice Marketing Guide, 1984. According to the
GQui de, 42% of office space in the market can be rented for $20 or
| ess per square foot. The remaining 58% is higher - up to $40. W
put county space at $10 for this hypothetical estinate.
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exanpl e, includes courthouse construct ion to accommopdate the rush
of crimnal and civil cases, new facilities for protection of
children and the elderly, and jails. In addition, prograns are
changing to provide for a nore efficient use of space. The Superior
Court, for exanple, has established a night court project to assist
in clearing cases that can reasonably be tried at night. Finally,
Federal and State actions have a dramatic inpact on county prograns
and the need for facilities. Much of the 30% growth in the central
area between 1970 and 1980 cones frominmgration. It has continued
since 1980. The recent changes in Federal inmgration |law are
expected to add as many as 800,000 to the count of |egal residents
eligible for county services.

The situation is not likely to change. Denographers project
significant population growth over the next several decades as Los
Angel es develops its capabilities as a center of comerce in the
Pacific Rm United Way has denonstrated significant diversity in
the needs of different Asian-Pacific groups for county and other
social services.® The cultural diversity of these groups and their
di spersal anong the general population will lead to a need for new
and possibly different kinds of county facilities.

| nvest nent Trends. The history of the county's devel opnent and
facilities managenent program since the early 1960's is
characterized by three nmajor stages.

A period of rapid expansion and devel opnent extended from the
early 1960's to the md 1970's. The cunulative investnent in the
county's facilities between 1963 and 1975 was $1.0 billion,
equivalent to $83 million annually. Late in this period (1972-
1974), the Board of Supervisors recognized severe organizationa
deficiencies in the planning and managenent of the capital projects
program Such major projects as the Central Jail addition, Martin
Luther King Hospital, and the Crimnal Courts Building were
seriously flawed. On reconmendation of the Econony and Efficiency
Conmi ssion and the CAOQ, the Board

*United Way, Inc., Asian Pacific Research and Devel opnent Counci l
Pacific RmProfiles, 1985.

-19-



consolidated all facilities and capital projects nanagenent into a
single new Departnent of Facilities. (The departnent did not
i nclude operations and nai ntenance functions, which remained wth
Bui | di ng Services and Mechani cal Departnents.)

A period of decline, neglect, deferred maintenance and | ower
i nvestment extended from 1976 through 1985. Cunul ative additiona
investment during this period amunted to $600 mllion, or
approximately $60 million annually. During this period, the Board
halted county growth, severely curtailed facility operations, and
deferred all but the nost critical maintenance. In 1984, for
exanpl e, the Facilities Managenent Depar t ment (Mechani cal)
identified unmet needs of $9.1 million in deferred maintenance and
$81.0 mllion in replacenment and repair of building systenms and
equi pnrent in the existing plant.

During this period the Board also dismantled its earlier
organi zational refornms by nerging the Facilities Departnment wth
t he County Engi neer and re-establishing a Capital Projects Division
in the Chief Admnistrative Ofice.

In the third and current period, the county appears poised for
a second expansionary stage. Requests of county departnments for
facilities inprovements anmounted to $800 million for 1986-87, of
which $315 mllion has been approved. The weaknesses of the
organi zation are again becomng apparent as the fragnented
organi zati onal systemis unable to perform on conplex projects. At
the sanme tinme, nuch of the plant devel oped during the 1950's and
1960's i s becom ng obsolete both in ternms of condition and in terns
of technol ogy. Therefore, the costs of maintenance and operations
can al so be expected to rise.

Figure 5 on Page 21 illustrates the pattern of growh we have
descri bed.

As a first step toward structural reform in 1985 the Board
created the Facilities Managenent Departnent by consolidating the
Bui | di ng Services, Communications, Facilities (County Engi neer) and
Mechani cal departnments. These departnents performed the mai nt enance
and operational service functions as well as project planning and
construction project nmanagenent.
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Facility Operations Trends. The costs of facility operations
consi st of two general conponents:

- the costs of facilities managenent, including the
| abor, services, and supplies consunmed in nmain-
tenance, alteration and repair, custodial services,
managenent and planning services, and the |ike,
which are internally controll ed;

- the costs of utilities, taxes, insurance, rent, and
ot her externally controll ed anounts.

Figure 6 on Page 23 depicts budgeted operational costs per
county enployee over the period 1963-1987. The costs have risen
steadily over the entire period, except for a brief drop follow ng
passage of Proposition 13. The costs of facilities managenent have
increased six-fold. The total costs of operations including rents,

utilities and insurance as well as facilities nmanagenent have
increased by a factor of 7.6. In contrast, consunmer prices over the
period, including several vyears of double digit inflation

increased by a factor of 3.6. That is, the county's total annua
budget for facilities operations per enployee has increased at
double the inflation rate, and the increases in the costs of
facilities managenent have exceeded general inflation rates by 70%
The budget for facility operations has increased from 4% of the
county's total operating costs in 1963 to 5.8% in 1987; it has
reached as high as 7% Cearly, the huge investnents in county
facilities during the 1960's and 1970's have had a major inpact on
operating costs.

More inportant, for the present and the foreseeable future
the "external" costs of facility operations - rents, insurance and
damages, and utilities - are becomng the fastest grow ng and
potentially nost significant conponent of costs.

The Current System

At present, the Board of Supervisors nmanages its plant and its
capital inprovenents program through the structure depicted in
Figure 7 on Page 25.
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Elected Oficials. Oficials elected county-w de include the
Sheriff, the District Attorney, the Assessor, and Judges of the
Superior Court. Oficials elected by district include the
Supervi sors and Judges of the twenty-six Minicipal Court Districts.
Al'l elected officials have a vital interest in a high-performance
space nmanagenent and capital inprovenents program for several
reasons:

- effective and efficient use of space is inportant to
the delivery of nobst governnment services and crucial
for public protection and justice;

- the countys physical plant is the nost visible
concrete evidence of each official's effectiveness
to the el ectorate;

- the diversity and vitality of the region' s econony
rel eases denographic and developnent forces that
require constant attention to shifting decentralized
needs for physical plant;

- debt service and the life-cycle costs of facilities
and equi pnent represent significant clains on tax-
fi nanced resources and thus affect county ability to
nmeet priority governance and service needs.

The decisions and concerns of elected officials dom nate the
county's property managenent and planning. They establish the
policy for service prograns, including the need for geographic
decentralization. They control the types and pace of devel opnent
t hr oughout nmuch of the region, thereby influencing the geographic
distribution of jobs and population, which in turn govern the
demand for county services. Finally, they are in constant touch
with constituents - the public at Ilarge, industry and other
i nfluence groups, and consuners of county services.

Chief Administrative Oficer. The CAO is the chief staff
officer for the Board of Supervisors. The Board nmay at tinmes appear
to hold the CAO accountable for overall executive control of county
operations. In addition, such published formal county docunentation
as the budget and the official organization chart state that the
CAO is the overall manager of county operations. Neverthel ess, the
CAO is not a manager of any county operation except his own - as
chief of staff - for the foll ow ng reasons:
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- t he CAO appoints no other county official and can
therefore reasonably be held accountable for no
ot her official's perfornmance;

- the CAO directs no ot her county official in the
conduct of the business of an operating
depart nment ;

- t he CAO signs no contracts on behalf of the Board
of Supervisors or any other county official.

Therefore, the CAO does not nmanage the county's property or
its capital inprovenents program in any generally accepted
interpretation of managenent.

However, the CAO, through his function of chief of staff,
strongly influences all ©property managenent functions, space
managenent, and the capital inprovenments program

- The Finance Division sets overall resource alloca-
tions for the county, including its budgets for
capital spending, building operations and nainte-
nance, and related requirenents.

- Wthin the Finance D vision, the Ri sk Mnagenent
Section provides planning, oversight and control of
the county's insurance, risk avoidance, safety and
security prograns.

- The Asset Developnent D vision nanages projects
i nvol vi ng conversion of county property to incone-
produci ng assets and, in addition, coordinates the
adm nistration of |arge-scale capital projects in
the early stages of planning and devel opnent, and
adm nistratively coordinates and nonitors nmajor
capital projects.

County Counsel. County Counsel has no present active role in
property managenent. However, County Counsel discharges the ongoing
institutional responsibility to approve contracts as to form to
advise the Board and county departnents on the legality of their
proposed actions, and to represent the county in all litigation
(including contract litigation and property-related litigation).

-26 -



Purchasing Oficer. State |law and the county charter require
that the Purchasi ng Agent buy all goods for the county according to
procedures set by the Board and by |law. The Purchasing Agent also
opens all bids for sundry and Proposition A services. In many
instances, he <controls the supply and prices of parts and
equi pnment .

Tenant Departnents. Tenant departnments headed by elected
officials and the forty additional tenant departnents whose
directors are appointed by the Board of Supervisors conduct space
pl anni ng and managenment prograns.

In a few cases, including the Hospitals, the Public Wrks
Depart ment and the Miseuns, departnments manage their own
facilities operations and maintenance. |In nost cases, however, the
role of tenant departnents in property managenent is to informthe
Board, the CAO and the Facilities Mnagenent Departnent of their
service plans, the needs for space derived fromthe service plans,
and any potential for using property to generate revenue supporting
t heir prograns.

The Facilities Mnagenent Departnent nanages consolidated
provision of all remaining property managenment functions. It is
responsi bl e for:

- the acquisition and disposal of property, including
analysis of whether to build, buy or |ease addi-
tions;

- the entire process of new construction from site
planning and acquisition, through architectura
pl anning, to final construction and occupancy;

- space managenent support to tenants;

- alterations and repairs;

- operations and naintenance, including custodial
wor k, power plant operations, parking lots, security
and tel ephones;

- mai ntenance of such tenant-based units as vehicles
and busi ness equi pnent;

- provision of nessenger, mail and tel ephone services.
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The Board of Supervisors created the Facilities Mnagenent
Departnment in 1985 to consolidate the function of four predecessor
departnments. The planned basic structure of the new departnent is
scheduled for full inplenmentation by July 1, 1988. It is depicted
in Figure 8 on Page 29.

The Devel opnent Staff will be responsible for devel op-
ing the executive staff, affirmative action, public
informati on and Board responses, |egislative analysis,
training and safety.

The Financial and Human Resources Branch w Il provide
centralized admnistrative services in the areas of
human resources managenent, budget services, fiscal
services, and office services and support.

The Planning and Information Systens Branch wll plan
and evaluate the departnent's operations, admnister
and nonitor contracts, initiate and oversee data

processing applications and other information systens,
and manage security and parking operations (which are
| argely contracted).

Program Project and Production Managenent w || devel op
and evaluate policies and procedures for t he
departnent's prograns, manage projects to construct or
outfit new facilities, and coordinate craft jobs val ued
in excess of $2,500.

The Real Property Branch wll rmanage the design,
val uation, and purchase or |ease of county facilities,
will track the utilization of facility space, and wl|
handle the sale or leasing of surplus property to
gener at e revenue.

Regional Facilities and Craft Operations wll manage
decentralized custodial and building craft services
provided to client facilities, and decentralized
aut onoti ve mai ntenance and repair.

The Central Support Branch wll operate the county
facilities' power plants, provide centralized building
and autonotive crafts services, nmanage the vehicle
fleet, and operate telephone swtchboards and the
inter-facility messenger service.

The Tel ecommuni cations Branch will maintain and repair
communi cations equi pnment and business machines in the
shop and in the field, analyze tel ephone needs, and
desi gn, engi neer and support tel ephone systens.
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The Radi o and Transm ssion Branch will design,

engi neer, inplenent, and naintain mcrowave and ot her
radi o systens for energency and non-energency services.

The Need for Change

In
billion,

our view, effective managenent of an investnent of

$2.1

with projected annual additions anobunting to hundreds of
mllions of dollars would include, as a mninum the follow ng
functions:

l ong range asset devel opnent program planni ng, which
woul d include a) analyzing denographic and economc
trends, b) forecasting needs for service devel opnent

or rel ocation, c) i denti fying, conparing and
selecting alternatives, d) analyzing life-cycle
benefits, cost s, and i nvest nent s, and e)

establishing county-wi de budgets, financing plans
and priorities on a five year updated annual basis;

policy devel opnent and forecasting, which includes
a) est abl i shi ng and enforcing standards, b)
formul ating enhancenents for or constraints on
tenants, c¢) developing alternative scenarios to
prepare for the effects of action by other
governnents or the private sector on county
prograns, and d) controlling the —costs and
effectiveness of Iliability and casualty insurance
t hrough ri sk managenent;

system control, which includes a) establishing and
enforcing plans for budget and finance, b)
establishing and enforcing county-w de systens for
reporting program performance, progress and status,
c) establishing and enforcing formal requirenments
for comunication and review, d) defining the full
range of |egal requirenents;

program eval uation, which includes a) determning
the cost effectiveness of managenent, b) determ ning
and reporting the effectiveness of each project
i ncluding the performance of participants and design
el enent s;

project progranmm ng, which docunents the I|inkages
bet ween individual projects and the overall needs
and program pl ans;

project nmanagenent, which includes a) governing the
progress of an approved project from planning to
occupancy, b) reporting progress and status, c)
adm nistering contracts, d) coordinating wth
external governnmental and private organizations, e)
directing and funding the participation of al
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i nvol ved departnents, and f) planning for, budgeting
and expediting necessary changes;

- facilities operations and nmintenance, which in-
cludes a) acquiring and nmaintaining technol ogica
support, b) providing maintenance of buildings and
equi pnent, c¢) providing for alterations and repair;

- technical support and services, which includes all
anal ysis and review of building technol ogy and design
I ssues such as experience, maintainability, energy
efficiency, security, and architectural design.

The Board of Supervisor's organization of its property man-
agenent resources is weak in several respects. The structural
weaknesses i ncl ude:

- weak or m ssing nanagenent functions;

- fragnented or duplicated functions and operations;
- superfluous and unnecessary functions;

- diffused accountability for performance.

Table | on Page 33 summari zes our findings.

M ssing Functions. Elenments of nost of the functions we
identify as mssing (under "None" in Table |I) can be found in the
county, but not as a formal part of the property managenent
program Nothing in the formal organizational system as designed
in the ordinances, assigns responsibility for long range strategic
planning or for managing the county's investnent in physical
plant.* It is no wonder, then, that the need for such vital program
facilities as jails, children's shelters, courthouses and the |ike
get little attention or priority until the need reaches crisis
proportions. Wiat is needed is a systematic, formally assigned
met hod of analyzing communities to forecast potential needs on a
five and ten year planning horizon. For exanple, it is now clear
that the boomng growh in the Antel ope Valley and the San Gabri el
Val l ey, which was foreseen by many authorities during the 1970's,
will require an

‘Formal responsibility for financial assets and investnents is
assigned to the Treasurer in general and to the Board of Retirenent
for Pension Plan assets.
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expansion of the county plant. Simlarly, effective planning wll
requi re continuous updating. The population in the region is highly
nobi | e, and needs differ anmobng communities.

The point is, nowhere in the county is there a formal and
docunented assessnment of the relationship between the county's
physical plant and the tenporal and spatial shifts of population
needs for service. The system we envision would include a detailed
basis for measuring the needs of the population for services,
conparisons of prograns to need, and a forecast of the nost likely
future markets for additional facilities and their | ocations.

Simlarly, bits and pieces of policy developnent, program
eval uati on and program managenent can doubtl| ess be found scattered
t hroughout the various departnents. Neverthel ess, nowhere is the
managenent of the county's massive property system in any way
contingent on a county-w de system of standards, the results of
eval uation, or a strong program managenent function.

Fragnentation and Duplication. In 1972, we first recomended
that the Board create a Facilities Departnent to consolidate al
facilities acquisitions and construction managenent. One of the
central ideas was to establish a strong project managenent function
to coordinate the actions of all involved parties. By the late
1970's, much of the capability that had been devel oped there and in
the County Engineer's departnment was gone. At present, Project
Managers in FMD may have as many as sixteen projects - ten nore
than the standard in industry. Consequently, the CAO has absorbed
much of the work required to admnister |arge conplex projects
More inportant, the CAO does not rely on construction project
managers, in the Facilities Managenent Departnent, for coordination
with the Federal and State agencies, financial organizations and
other institutions involved financially and operationally in many
proj ects.

The CAO s Asset Developnent Division is staffed by 25
positions, at a cost of alnpbst $1.5 nmillion in salaries and
benefits, for three identifiable prograns: asset, space, and energy
managenent. Functions in the Facilities Managenent Departnent which
participate in the sanme prograns are budgeted
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TABLE 1

DI VI SION OF RESPOSI BI LI TY
Property Managenent Functions

Pr ovi der

Functi on CAOBD EMD CO CNSL PURCHASG TENNANT

NONE

Long Range Program Pl ng

a) Trends Anal ysis

b) Service Needs X
c) Alternatives X X

d) Life Cycle Costs

e) Finance & Priority X

Pol i cy Devel opnent

a) Standards

b) Enhance/ Constraints

c) Alternative Scenarios

d) Ri sk Managenent X

XXX

Syst em Cont r ol

a) Budget

b) Reporting

c) Process Regmmts
d) Legal Regmmts

X
XXX

Program Eval uati on

a) Cost Effectiveness
b) Managenent

c) Project

d) Design

XX
X X
X X

Proj ect Progranm ng

Proj ect Managenent
a) Managenent

b) Reporting

c) Contracts

d) External Coord
e) Direction

f) Changes

XXX X
XXX X X

Ops / Mai nt enance

Techni cal Support X
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for 274 positions, at a cost of $13.3 million. (Further details are
contained in Attachnment 1.) On October 10, 1986, the Facilities
Managenent Departnment notified the CAOthat it will need 68
additional civil service and contract positions, at a cost of $32
mllion, to manage capital projects during the next four years. If
integration of overlapping functions were to result in savings of
10% of their total cost, this would amount to $1.5 million. In
addition, sone or all of the requested additional expenditures may
be avoi ded.

Superfluous Functions. On the other hand, the Facilities
Managenent Departnent continues to provide services which are
generally not expected of property managers in any system These
i ncl ude:

- inter-facility nmessenger service;
- t el ecommuni cati ons engi neeri ng and mai nt enance;
- t el ephone servi ce coordi nation;

- busi ness machine (including conputer) maintenance and
repair; and

- vehi cl e mai ntenance, repair, and fleet nmanagenent.

As we noted in Decenber 1985, the history of these functions
has been that their high visibility and short termreactivity acts
as a drag on managenent of the facilities program Breakdown of an
elected official's car wll take priority over |ong-range planning
of any facility, and attending to it will divert the attention of
the manager, regardless of the significance of the facility under
consi derati on.

D ffused Accountability. The functions of tenant departnents,
County Counsel and the Purchasing Agent are fairly well defined and
accountability for them can be isolated. In the facilities program
area, however, the Board of Supervisors cannot reasonably isolate
accountability for performance to the CAO or to FMD. Too many
functions are shared, and too many functions are mssing. The CAO
can in no way be accountable for the performance of the Facilities
Managenment Departnment because the CAO does not appoint the
departnment head and the Board of
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Supervi sors has not del egated formal authority to direct operations
to the CAO No one can be accountable for the performance of
i ndi vi dual s he does not appoint.

The recent events concerning Oive View Hospital appear to
result froma conbination of the above problens. The reconstruction
of Aive View, which had been destroyed by earthquake, took fifteen
years. Wien supposedly conmpleted, it was found to be unusable as a
result of errors in the design and/or construction. Modifications
are being nmade, but the hospital still is not in use alnost nine
nonths after the official opening cerenony.

In effect, Los Angeles County has a current capital inprove-
ments program of $315 million with no one in charge. The reality
is, only the Chief Adm nistrative Oficer has sufficient persuasive
authority and credibility with the Board of Supervisors and other
departnments to approxi mte what is needed for effective program or
proj ect managenent.

Concl usi on

The task force concludes that structural inprovenent is needed
in the mnagenent of the County's physical pl ant, asset
devel opnment, and capital spending prograns. W are convinced that
the problens are structural. Although personnel changes nmay be
necessary, personnel changes do not solve structural problens.
Structural changes are needed. The new structure shoul d be designed
to:

- ensure the performance of those functions which are

currently m ssing,

- elimnate fragnentati on and duplication of effort,

- relocate superfluous functions to appropriate units
wi thin county governnment, and

- focus accountability for results in one county
official.
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SECTION I'11: THE FACI LI TI ES MANAGEMENT DEPARTMENT

In 1985, the Board introduced a significant structural
i nprovenent by consolidating the Building Services, Conmmunications,
Facilities (County Engineer) and Mechanical Departnents into a
single Facilities Managenent Departnent. This had the dua
advantages of reducing the Board's span of control by three
departnments and providing for integration of all the services
involved in life-cycle operations of county facilities in a single
servi ce departnent.

In keeping wth our obligation to nonitor progress in the
county's reorgani zation program we have reviewed the progress of
the new departnment in attaining the inprovenents of effectiveness
and efficiency that can be expected from consolidation. In this
chapter, we discuss our findings and concl usi ons.

During early inplenentation stages of the consolidation, our
staff interviewed over forty of the managers and enpl oyees of the
four predecessor organizations, client departnents, and private
sector providers of simlar services. Qur purpose was to identify
those major issues which would require resolution before the new
departnment could be effective, and to propose a structure that
could both attain the inprovenents expected by the Board of
Supervisors and support resolution of the issues perceived as
significant by the enployees. The Director of Facilities Mnagenent
has used our findings in approaching the reorganization effort.
Subsequently, in preparing this evaluation of status, we net on
several occasions with GCeorge Y. Tice, Drector of Facilities
Managenment, and with representatives of the CAO In addition, our
staff again interviewed staff of Facilities Managenent, the CAQ
the Auditor-Controller and eight operating departnents which
receive services from Facilities Mnagenent, and provided
descriptive data on the new organi zation and its costs.

-37-



In this section, we present our conclusions on the
effectiveness of consolidating the Facilities Managenent Depart nment

Obj ectives of Change

Al of those interviewed were concerned with how the new
departnent coul d be organi zed to acconplish the foll ow ng:

- foster an inproved system for delivery of service
to County departnents;

- pronote consolidation and integration - not nerely
a nerger;

- provide enploynent and pronotional opportunities
for all enpl oyees at all | evel s, for which
mnorities in particular would be able to conpete
fairly,;

- reduce costs through standardization of nmanagenent
informati on systens, admnistrative procedures, and
interpretation of policy;

- reduce inventories, and facilitate the efficient
utilization of facilities and equi pnment, as well as
per sonnel ;

- enphasize the need for training and devel opnent of
al | | evel s  of enpl oyees - especially when
affirmative action opportunities occur;

- strengthen [ ong range planning activities.

The primary candi dates for consolidation were considered to be
the admnistrative functions (finance, per sonnel , budget s,
inventory managenent and so forth). Sonme managers also cited
opportunities for consolidating such staff and anal ytical support
activities as planning, work neasurenent, training, and operational
revi ew.

Many of those we interviewed pointed out that the
effectiveness of the new departnent would depend on nodified
managenent style as well as on structure. They enphasized three
poi nts repeatedly:
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- the need for continuing, systematic and progranmed
communi cations with the Board and Board deputi es;

- the need to reduce the adversarial nature of rela-
tionships wth the Chief Admnistrative Ofice
(particularly the Finance D vision);

- the need to develop a nanagenent team in the
departnment, to act nore rapidly on consolidation,
and to develop a nore delegative style of
managenent nore fitting for a large, conplex
operation, with the Director out of the day to day
m nuti ae of operations.

Reduction of Managenent and Administration. In our view, one
of the ~central objectives of the consolidation program we
recommended is to reduce the nunbers and costs of managerial,
adm nistrative, staff, support and coordinative positions. In our
interviews, we found that to be the view of nbst enpl oyees - and at
times a source of great concern. W also noted that:

- the departnent could be structured to elimnate all
one - on - one organizations, including the Chief
Deput y;

- i nnovative and creative nmethods would be needed to
ef fect reductions w thout harm ng county enpl oyees;

- private property managers achieve significant

benefits from a high |evel of centralized
automation and remarkably small central support
staff.

Service Delivery. In the previous fragnented service systens,
each of the departnents had its own methods for dealing wth
client/tenant departnments, and for organizing the work into
geographic or other sub-units for planning and control purposes.
Consequently, the tenants were getting not only high charges
because of the duplication anong departnments, but also poor
servi ce.

Most of those we interviewed viewed consolidation as a mgjor
opportunity for inproving service at |ower cost by overhauling the
entire service delivery nechanism Two thenmes were found
consi stently:
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- the need for on-site, one-stop building mnagers to
provi de the basic service response to tenants;

- the need for strong centralized and regional con-

trols on prograns, schedul es, backl ogs and costs.

These underlying principles forma radical departure fromthe
county's old line functional service structure. However, once the
commtnment was nmade to the new service phil osophy, we anticipated
enormous difficulties in transformng the organization to the new
structure, including:

- devel oping a sound organi zati onal structure;

- developing, inplenmenting and wusing in formation
syst ens;

- training and devel opi ng personnel;
- evaluating and re-designing the structure;
- increasing the awareness of client departnents and

assuring their ability to use the service
effectively.

Human Resources. Many cited two people issues of central

inmportance - affirmative action and training and devel opnent.
Affirmative action is significant because one of the predecessor
departnments - Building Services - conprised nore than 95% bl ack

enpl oyees, while the others enployed few mnorities. Training and
devel opment are significant because the consolidation was intended
to achieve mmjor reorientation of service philosophy, a mgjor
expansion of mssion, and a radically different structure for
service delivery fromthe county's prior tradition. There is no way
that incunbent county personnel could absorb the shock and
transform the organizational culture wthout substantial fornmal
traini ng.

A nunber of those we interviewed saw the reorganization as
either a problemfor mnorities in that they would suffer the brunt
of any reductions in force or, nore frequently, as an opportunity
for upward nobility. Sonme al so noted that there was sone concern by
non- bl acks that they would be overlooked, because of the heavy
predom nance of blacks in Building Services
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and because of the strongly expressed concerns of the black
community when the Board ordered consolidation. Cearly, however
the context of change nust be nuch broader - including wonen,
H spanics and other mnorities as well as whites who could be
af fected by changes.

Areas of opportunity that were seen incl uded:

- for managers -- to nove into better-paying depart-
ments or divisions, to be assigned broader respon-
sibilities, and to be pronoted to higher-rated
j obs;

- for workers - - to nove into naintenance type jobs
and eventually into the crafts, either because
their transfer would now be easier since it is al
one departnment, or because of sone job enlargenent
activities that m ght occur.

In both cases, that is manager and worker, the critical need
for training and devel opnent to prepare for these opportunities was
stressed.

In addition, many cited a need to concentrate on the training
and devel opnment of managers. They cited the need for devel opnent of
generic nmanagers, who can accept the delegation of added
responsibilities and carry out the whole range of facilities
managenent activities as well as determ ne managenent processes to
deal with them

Ful | Cost Recovery. The Conmm ssion first proposed to the Board
of Supervisors that an internal service departnment be required to
recover its full costs from its custonmers in a report on the
Mechani cal Departnent, adopted by the Board of Supervisors in
August , 1982. This concept was recommended again in the
Conmi ssion's report, Decision-Making and O ganization, adopted in
Septenber 1983. It was also recommended in the report on
| npl enent ati on of Reorganization and Systens | nprovenents, which
t he Board of Supervisors adopted on May 27, 1986.

Thus full cost recovery by internal services has been county
policy affecting the Facilities Managenent (Mechanical) Departnent
since 1982 and affecting all service departnents since at |east My
1986. However, county staff is largely unaware of this, and it has
not been i npl enent ed.
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Consol i dation of conponents from four previous departnents,
i ncludi ng the Mechani cal Departnent, into the Facilities Managenent
Departnment created the framework to accelerate the application of
the systens devel oped for cost accounting and full cost recovery of
Mechani cal services, based on the Resource Mdule of the county-
wi de FIRM system to the full range of services provided by FMD.

Achi evenments to Date

In this section, the task force presents its conclusions on
departnment progress in each of the issue areas explained above.

Reduction of Mnagenent and Adnministration. FMD s planned
structure (see Page 29) reduces the total nunber of division- |evel
units by five (from35 to 30). In the 1986-87 budget, the nunber of
managers is reduced by 39 (a 28% reduction), thus achieving one of
t he goal s of reorganization. The structure also increases the total
nunber of support staff personnel and their supervisors by 64
positions. Primarily as a result of contracting, the nunber of line
supervisory positions is decreased by 20. As a result of these
changes, the conbi ned nunber of nmanagenent, supervisory and support
positions is increased by a net of five positions. (Further detai
is contained in Attachnment I1.)

TABLE |1

NUMBERS OF PCSI TI ONS | N THE
FACI LI TI ES MANAGEMENT DEPARTMENT

1984- 85 1986- 87 Change
Manager s 139 100 - 39
Support Staff & Supvs. 399 463 + 64
Li ne Supervisors 428 408 - 20
Sub- Tot al 966 971 + 5
Wor ker s 2,976 2,733 - 243

Each of the conponent departnents from which Facilities

Managenment was forned previously possessed its own personnel
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managenent, budget services, accounting and fiscal services, and
contract administration staff. They were located in different
offices. FMD has consolidated each function organizationally and
has physically relocated the enployees in order to centralize each
function in a single |ocation.

In addition, Materials Managenent procedures have been
uni fied, separate warehouse inventories and the fixed asset records
and controls of the fornmer departnents consolidated and their
systens integrated. A centrally controlled file was created to
track usage and replenish stock at all departnental warehouses.

However, these changes have not yet reduced costs.

The net increase in the nunber of managenent, supervisory, and
support positions and in their salaries results in a budgeted cost
increase of $2.8 nmillion (see Attachnent 11). This is 8.3% above
the costs for simlar positions prior to consolidation. The
Consuner Price Index has increased by 7.3% during the two-year
peri od ending August 1986. Thus the conbined cost of nmanagenent,
supervision, and support staff has increased by approximately 1%in
constant dollars. This increase is slightly greater if one includes
t he $256, 713 cost by which the salaries and benefits of the eight
di spl aced managers exceed the departnentls budget.

The nunber of nmanagers decreased in proportion to Iline
wor kers, from 1 for every 21.4 workers to 1 for every 27.3.
However, the total nunber of managers, supervisors, and support
personnel increased in proportion to the workers, from1 for every
3.1 workers to 1 for every 2.8.
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TABLE |11

RATI OGS OF POSI TIONS I N THE
FACI LI TI ES MANAGEMENT DEPARTMENT

1984- 85 1986- 87
Managers to Workers 1:21.4 1:27.3
Total Myrs., Supvs. and
Support to Workers 1. 3.1 1. 2.8
Further detail is contained in Attachment |1

The task force concludes that the departnment has partially,
but not fully, achieved the reduction in redundancy and duplication
we found to be a significant issue in our review

Reduction in Force. The budgeted reduction in managenent
positions has not been fully inplenented. The departnment enploys
ei ght managers whose positions have been elimnated. Three of them
are unassi gned; five are assigned, with no reduction in
conpensation, to budgeted positions below their pay level. The
annual cost of this discrepancy with the departnent's budgeted
staffing pattern is over $250, 000.

Wth the assistance of the CAOs Ofice of Human Resources
the Departnent has notified other County departnents that the
surplus managers are avail able for reassignnent. The Departnent has
offered to lend any of themon a trial basis, if another departnment
will cover his salary and benefits. Al though several interviews
have taken place, none has resulted in an interdepartnental
transfer or |loan. Mre aggressive neasures are needed to resolve
t he surpl us.

No one views reduction in force as a preferred approach to
managi ng reorgani zation. Nevertheless, the need for significant
cost reduction has led in recent years to the creation of new
techni ques and services to ease the pain. A variety of alternatives
to layoff are available to the county. They incl ude:

- requiring the assistance of other county departnents
in enploying the affected managers;

- obtaining the assistance of contractors who have

departnment accounts in locating suitable enploynent
for them
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- hiring an outplacenent specialist to assist the
af fected managers in obtaining other enploynent;

- effecting voluntary or involuntary reductions in rank
and pay grade.

Service Delivery. The planned structure contains two features
whi ch are innovative departures fromthe current system of nmanagi ng
capital projects and buil ding operations and mai nt enance.

The first is the creation of the new position of Building
Conmpl ex Manager as a one-stop authority for all tenants in a
building to resolve any facility operation, maintenance and
alteration issues. He or she will provide on-site coordination and
oversight of all FMD services to tenants of a major building
conplex or group of county facilities in proximty to one another,
bet ween 600,000 and 1 mllion square feet in size. These services
will include building crafts, general maintenance, custodial,
autonotive repair, and other routine services. Except for the
inclusion of autonotive services, this concept is borrowed from
maj or private sector property managers.

The Bui |l di ng Conpl ex Manager concept is an innovation based on
private sector nodels which is designed to support the primry
departnment objective of inproving the delivery of service to tenant
depart nments.

- It provides for a concept of a new form of delivery
of service where clients need deal only with one
contact in order to get desired service.

- Building managers wuld be the primary client
contact and have the primary responsibility for
provi ding each client wth tenant services.

The second innovation is the creation of a centralized
authority to control planning and resource allocation. The Program

Project and Production Managenent branch w Il provide the program
coordination and evaluation which are critical for the success of
maj or projects such as capital projects. In addition, it wll

provi de a production control function to
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all ocate resources, plan, schedule, and supervise building craft
projects estimated to cost over $2,500.

The work of keeping county facilities in habitable and useful
condition will depend on the effectiveness of the Building Conplex
Managers and the Production Control function. Therefore, in January
1986 the departnent initiated a pilot program for them in the
Nort heast Zone of the East Region (dendale and San Gabri el
Val l ey), which is conprised of 171 facilities. The departnment has
not set a conpletion date for this pilot, although it has already
expanded it to the entire East Region, representing approxinmtely
one third of the county's facilities.

The Departnment recently estimated that 36 Building Conplex
Managers will be needed to staff the entire county. It has proposed
two | evels of positions, at annual salaries of $28,200 and $30, 600
respectively. Their total cost, including benefits, wll be
approximately $1.3 mllion. Production Control is already budgeted
at a cost of $1.1 mllion (salaries and benefits) for its 22
positions.

According to the departnment's draft procedures, Production
Control will roughly estimate the cost of each job. If it is under
$2,500, the required services will be provided from the regiona
pool of workers and will be coordinated by the Building Conplex
Manager . Production Control wil | esti mat e, pl an, schedul e,
coordinate, nonitor and inspect jobs over $2,500 in cost.
Production Control will have the authority to initiate contracting,
but the Building Conplex Manager will not. The process may lead to
some duplication of effort and nmay discourage the use of

alternative service providers, i.e., contractors.
Whether a job is coordinated by the Building Conplex Mnager
or by Production Control, the conplex manager will have to nonitor

progress and keep infornmed of activities to ensure coordination
with the building occupants when needed. It appears that sone
duplication in estimating, scheduling, coordinating, nonitoring,
inspecting and record-keeping may occur between the Building
Conpl ex Manager and Production Control, thus creating unnecessary
staff costs.
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In addition, if the workers budgeted to the regions are fully
occupi ed, additional workers are to be supplied by the centralized
Building and Auto Crafts Division of the departnment. This
di vision's managenent will have to coordinate its own comm tnent of
resources in response to the multiple demands it receives and wll
monitor progress in order to plan ahead and evaluate staff. This
introduces yet a third point of scheduling, coor di nati on,
noni toring and record-keepi ng.

The Buil di ng Conpl ex Manager function, as wdely used in the
private sector, pronotes the economies which are due to
conpetition. The nmanager is authorized to purchase facilities
services from the nost cost-effective providers. The Building
Compl ex Manager function proposed by Facilities Mnagenment will
tend to reduce conpetition in the provision of facilities services
because he w Il not be authorized to use private vendors. The
conveni ence of turning a problem or need over to the conplex
manager, and the necessity for both occupants and service providers
to coordinate with him w1l discourage the utilization of other
provi ders. Conpetition wll be encouraged, however, if the manager
has the authority to purchase services fromthe private sector as
well as fromregionalized and centralized FMD crafts and shops.

The departnent is using this function as an affirmative action
pronotional opportunity for staff. The current scope of the job is
geared to the capabilities of the individuals selected. The
departnment's intention is to expand the job as the incunbents
becone better trained and nore experienced.

In its "Consolidation Report No. 3", dated July 17, 1986, FMD
indicates the followng results to date:

"Prelimnpnary indications are that client departnents
have been reacting quite favorably to the pilot program
during the first six nonths of operation. Cients have
been delighted at the speed with which day-to-day
mai nt enance problens have Dbeen attended to and
appreci ate the frequent presence of General Maintenance
Wrrkers and visits by Building Conplex Managers. Many
letters of commendation and appreciation have been
received and placed on file, all supporting the new
service delivery concept. W also recognize fromearly
observations that several areas exist where refinenent
of processes renmain necessary."”
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Qur interviews in eight of the departnents which have
facilities located in the pilot area have indicated that top
managenent, in sone cases, IS unaware of the new system being
piloted, and that others find it a convenience but not one for
which they would be willing to pay. The system does not elimnate
probl ens of :

- delay in processing and assi gning work orders;

- inadequate coordi nati on W th ot her support
departnents such as Data Processing;

- failure to perform work for which funds have been
encunber ed;

- billings in excess of job estimates;
- inability to explain the conponents of a bill;
- generally high | evel of costs.

Qur interviews revealed a high level of dissatisfaction by
client departnents in the areas of response tine and financial
control. In our view, these are procedural and policy issues that
nmust be addressed by the CAQ, the Purchasing Agent and the Auditor-
Controller, as well as by FVMD. They include, for exanple:

- permssion to use private vendors for |obs
estimated at $10,000 or |ess when FMD cannot neet
the custonmer's need within the tine frane specified
by the custonmer and when funds are avail abl e;

- ability to use bl anket purchase orders for services
costing up to $2,500 rather than $500;

- cancellation of work and rel ease of funds for other
jobs or for return to the customer if the custoner
cancels a job order prior to initiation of work;

- pronpt reporting of a job's conpletion and of the
total billing; and

- limtation of billing to the amount originally
esti mat ed.
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The County's present procedures, as inplenented in FVMD, are a
continuing source of client dissatisfaction. For exanple, many
departnments cited situations in which funds were encunbered for
work to be perfornmed by FMD that was never perfornmed, thus creating
an unproductive loss in the client departnentls accounts. Moreover,
even when FMD will permt clients to seek the help of contractors
because FMD cannot respond, the Purchasing Agent may bl ock pronpt
action because the purchase woul d exceed $500.

The Purchasing Agent is authorized to purchase all goods and
to purchase services up to $25,000 in value. He authorizes
departnments to use "blanket purchase orders” for goods or services
up to $500 in value. The value established by FMD as the line
between mnor and major jobs (i.e., between those which the
Bui I ding Conplex Manager may execute and those which require a
detailed estimate by Production Control) is $2,500. FMD staff
reports that this figure was determned as a result of a study of
actual work orders. Input from departnents indicates that it would
be desirable to increase the limt on services obtained by blanket
purchase order to the same $2, 500.

Much can be acconplished by adopting innovative strategies
such as contracts based on hourly or task rates, which qualify
contractors to be utilized on an as-needed basis. Oher changes,
such as in thresholds for purchasing decisions, may require
anmendnents to the county code. Statutory constraints nust be
observed or their nodification sought. The assistance of the County
Counsel will be needed to identify existing |legal requirenents and
devel op appropriate nodifications.

These issues, while not strictly organizational, tend to be
included in any client departnentls evaluation of the effectiveness
of the new departnment. The coordination with the CAO and the other
central staff departnents should inprove after the FMD is assigned
to the CAO as a responsibility. The CAO is in a better position
than FMD has been to convince the Purchasing Agent and ot her policy
makers to establish new and nore flexible systens for coordinating
the work with client departnents.
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Human Resources The service delivery structure which the
departnment is piloting significantly enhances the advancenent
opportunities of those enployees, predomnantly mnority, who
occupy custodi al and general mai ntenance positions.

Supervisors in these series now have opportunities to becone
Bui I ding Conplex Managers. Several of them have already been
selected for this position and are acting out of class, pending CAO
approval of the position funding and salary level. The duties are
sufficiently varied and potentially conplex that the experience
gained will qualify individuals for advancenent to higher |evels of
adm ni stration and managenent. A career |adder |eads from Buil ding
Compl ex Manager through Zone Manager and Regional Facilities
Manager to Regi onal Manager, which is at the Deputy Director |eve
and can in turn | ead to higher managenent positions.

I ndi viduals who are acting in the Building Conplex Mnager
capacity are participating on their own tinme in a Departnent-
sponsored training program It is based in large part on an
exi sting programfor Deputy District Directors of the Departnent of
Public Social Services.

The service delivery pilot also includes expansion of the
duties of general maintenance workers. They will henceforth perform
a wder variety of mnor repair and alteration tasks which
previously required the dispatch of a fully-qualified craft worker
such as a plunber, carpenter, or electrician. This job enhancenent
i s acconpanied by on-the-job (i.e., apprentice- ship) training with
craft enployees who are currently perform ng these tasks. Genera
mai nt enance workers who display the necessary aptitudes wll be
offered opportunities to be trained and pronoted to craft
classifications, which pay considerably nore than their current
sal ari es.

The upward nobility thus provided for supervisors and general
mai nt enance workers w || in turn create opportunities for
advancenent by | ower-paid enpl oyees, such as custodial staff.

The Departnent's planned organization structure rmnakes
managenent titles uniformat the level of Division Chief and above.
Thus the framework will exist for the devel opnent of generic
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managers who will be capabl e of success at higher |evels of
executive responsibility. A carefully planned program of training

and rotation should be inplemented to fulfill the prom se of this
structural opportunity.
Full Cost Recovery. Non-recovery of <costs is partially

responsible for the Facilities Managenent Departnent's over-
expenditure of its planned Net County Cost by $3.0 mllion in
fiscal year 1985-86. Although the causes of this are still being
investigated, it appears to have occurred primarily as a result of
both excess staffing ($1.7 mllion) and wunder-realization of
pl anned cost recovery ($1.3 nillion). The departnent's 1986-87
budget assuned that the 1985-86 targets woul d be achieved. Failure
to achieve them has left the 1986-87 budget under-financed by $3.0
mllion. H gher staffing levels than budgeted, in response to
unexpect ed servi ce demands, woul d not create a problem of increased
net county cost if the departnment recovered its costs from its
custoners. Mreover, the custoners mght pay closer attention to
pl anni ng.

We believe four years is enough tine to have inplenented a
cost accounting system and developed staff capability in cost
accounting. Wereas the consolidation diverted sone managenent and
staff attention fromongoing efforts such as this, it also provided
an increase in resources to acconplish such admnistrative
projects. Establishing an internal service fund wll force the
issue of properly allocating facility costs to the public service
progranms generating demand for those <costs. It wll focus
accountability for results on the CAO / Director of Property
Managenent, and it wll heighten the visibility of managenent and
control issues.

The Director of Facilities Mnagenent recently secured a
consultant's services to produce a |long-range information systens
plan. He also has nore recently secured the services of the sane
consultant to assist in defining the requirenents for cost
accounti ng.

We concur fully with both actions. However, we stress, as we
have in the past, that the county has supplied the departnment with
useful information systens supporting cost accounting.
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Al t hough these systens (FIRM do not perform to contenporary data
processing standards, they work and they are a sound basis for
gaining experience in the discipline required for wusing cost
information. In the interim over the tine it will take to conplete
requi renents anal ysis and acquire new systens, it is inperative for
the departnent to use the systens it now has. Doing so not only
will discharge its responsibility to conply with Board orders
dating back nore than four years, but also wll provide useful
experience on which to base the new requirenents anal ysis.

The task force strongly affirns our past recomendation that
all facilities managenent functions be placed on a full cost
recovery discipline. W believe inplenentation of this concept wll
be nost effective by segregating the property managenent finances
in a separate internal services fund, rather than by budgeting them
in the general fund with zero net county cost. W propose that the
CAO adopt it as a top priority once the Board has transferred
authority to himto manage the facilities program

The county has anple experience wth the budgeting and
accounting of internal service funds, since enterprise funds, such
as the hospitals, are structured in the same nmanner.

The basis already exists for budgeting the anticipated
operating costs of the Facilities Managenent Departnent's
conponents in fiscal 1987-88 to its custoners. Each year the
Audi tor-Controller allocates to each county departnent and district
its share of the total <costs actually incurred by FWVMD. Hi's
nmet hodology is realistic and has been refined over a |ong period.
The historical information thus generated can be applied to FMD s
estimated future operating budget.

The basis for billing all custoners also exists. Existing
mechani sms which FMD enploys to bill subvented departnents for
services rendered segregate the direct charges which are billable
to all custoners and add the appropriate overheads.

One source of charges which the billing mechanisns do not
presently allocate to custoners consists of direct charges (i.e.
| abor and materials) which FMD incurs on behalf of its
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own space and equipnent. However, the Auditor-Controller's
met hodol ogy for allocating all FMD costs to custoners takes these
charges into account. It provides the logic and accounting nethod
for allocating them to each customer as they are estimated or
i ncurred.

We conclude that what is primarily needed to actually bill for
full cost recovery is a budget policy change rather than
significant inprovenents of system capability.

In sunmary, the establishnment of a separate internal service
fund for facilities services and full billing of <charges to
custoners wll:

- encourage cust oner departnments to pl an and
econom ze in their demands for services;

- increase the wvisibility of service costs, thus
providing a spur to efficient operation.

The information and net hodol ogi es al ready exi st for budgeti ng,
accounting for, and billing facilities nanagenment costs to the
budgets of custonmer departnments. Therefore, early inplenentation
appears feasible.

The CAO Finance Division and the Auditor-Controller will have
to work closely with the facilities managenent function to identify
and schedule the tasks which nust be perfornmed to inplenent full
cost recovery. Their conpletion nust be closely nonitored by the
CAO to prevent unnecessary del ays.

Concl usi on

The task force concludes that the Facilities Managenent
Departnment has nmade substanti al progress in achieving the
obj ectives expected from consolidation. However, nore renmains to be
done. In particular:

- high priority nust be given to conpleting the work
on the Building Conplex Mnager concept, including
work influenced by policies of the Purchasing
Agent , the Auditor-Controller and the Human
Resources Division of the CAQ
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the functions currently performed by the Facilities
Managenent Departnent shoul d be budgeted to recover
from custoner departnents the full cost of opera-
tions;

effort is needed to continue reducing managenent
and support staff;

some creative and humane assistance nust be
provided to the managers and staff who have been or
will be displaced; and

nore attention is needed to conprehensive training
and devel opnent, especially of managers.

-54 -



CAO Asset Devel opnent Divi si on,

PCSI TI ONS
Myt . Supv. Pr of .

Adm ni stration 2
Asset Managenent 2 4
Space Managenent 2 6
Ener gy Managenent 1 2
TOTAL 2 5 12

Facilities Managenent Departnent,

Secr .

oORRWER

Attachment |

1986- 87
TOTAL

3
9
9
4
25

1986- 87

Asset / Space/ Ener gy Managenent Functions

PCSI TI ONS
Myt . Supv. Pr of .
Executive Adm n. 1 1
DESI GN AND CONSTRUCTI ON BRANCH
Adm ni stration 1
Progr am Managenent Di vi sion
Adm ni stration 1
Pr ogr am Coor d. Not budget ed
Property Devel. Not budget ed
Energy Mt. 1 7
Proj ect Managenent Divi sion
Adm ni stration 2
Project Mjt. 2 16
| nspecti on 1 23
Mgt. Services 1 6

Archi tect/ Engi neer Division
Adm ni stration 2 1

Arch. Pl anni ng 6 6
Basi c Arch. Svcs. 4 12
Engrg. Consult. 3 11
REAL PROPERTY BRANCH
Adm ni stration 1
Val uati on/ Acqui sition Division
Adm ni stration 1
Cap. Proj. Acq. 1 3
Ri ght of Way Acq. 2 6
Val uati on 4 17
Title 5 7
Ri ght of Way Eng. 3 9
Rel ocati on 1 7
Leasi ng/ Revenue Properties Division
Adm ni stration 1
Revenue Properties 2 7
Lease/ Managenent 1 6
Fi | m Franchi se 1 7
Escrow Sp. Svcs. 2 4
Space Managenent Divi sion
Adm ni stration 1
Anal ysi s/ Pl anni ng 1 13
Property Pl anni ng 1 9
FMD TOTAL 11 42 178
COUNTY TOTAL 13 47 190

Secr .
1
1

N W RPRPN®W R

WRRR RPRPRPOWRRFE RPRNNDN B R

AN

49

TOTAL
3
2

11
274

299

S&EB
($1, 000)

$258
$486
$552
$188
$1, 484

S&EB
($1, 000)

$173
$129
$106

$478

$242
$1, 246
$1, 183
$395

$282
$667
$869
$828

$129

$117
$210
$479
$1, 140
$592
$576
$441

$125
$466
$434
$419
$310

$100
$699
$457
$13, 293

$14, 777

SOURCES: Position spreadsheets provided by CAO and FMD.



At t achnent

FACI LI TI ES MANAGEMVENT DEPARTMENT

FI NANCES, STAFFI NG AND COST RECOVERY
BEFORE AND AFTER CONSOLI DATI ON

1984- 85
SALARI ES AND BENEFI TS:
Managenent $ 8,057,314
Supervi si on of
Support Wbrkers 1, 392, 814
Support Workers 9, 825, 265
Supervi si on of
M ssi on Workers 15, 007, 509
SUB- TOTAL MGT., SUPV. &
SUPPORT 34, 282,902
M ssi on Workers 85, 038, 358
TOTAL $ 119, 321, 260

NUMBER OF POSI T1 ONS:

Managenent 139
Supervi si on of

Support Workers 39
Support Wbrkers 360
Supervi si on of

M ssi on Workers 428
SUB- TOTAL MGT., SUPV. &

SUPPORT 966
M ssi on Workers 2976
TOTAL 3942
RATI CS:
M ssion Wrkers to

Manager s 21.4:1

M ssi on Supervi sors 7.0:1

Total Mgt., Supv. & Suppt. 3.1:1

COST RECOVERY

Depart ment al Appr o-

Priation $ 165, 810, 975
Al | ocated from ot her

Budget s 15, 861, 370
General County Overhead 1, 095, 484
TOTAL OPERATI NG COSTS 182, 767, 829

Costs Recovered $ 106, 702, 328
Per cent age of Tot al

Cost s 58 %

Sour ces: Budget docunents and wor ki ng papers supplied by the

1986- 87

$ 6,823,842

1, 955, 268
12,793, 476

15, 555, 237
37,127, 822

89, 801, 460
$ 126, 929, 282

100

42
421

408
971

2733
3704

N o
oW
N

$ 178, 441, 610

14, 1083, 245
1,161, 045
193, 705, 900

$ 117, 828, 381

61 %

CHANGE

NUVBER  PERCENT
$ -1,233,472 -15.3 %
562,455 +40.4 %
2,968,210 +30.2 %
547,728 + 3.6 %
2,844,921 + 8.3 %
4,763,101 + 5.6 %
$ 7,608,022 + 6.4 %
-39 -28.1 %
3 + 7.7 %
61 +16.9 %
-20 - 4.7 %
5 +0.5%
-243 - 8.2 %
-238 - 6.0 %

6.2:1

12.2: 1
$ 12,630,635 + 7.6 %
-1,758,125 -11.1 %
65,561 + 6.0 %
10,938,071 + 6.0.%
$ 11,126,053 +10.4 %

Fi nance Division of the Chief Administrative Ofice and
by the Facilities Managenment Departnent.
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SYNOPSI S
PROPERTY MANAGEMENT | N LOS ANGELES COUNTY GOVERNVENT

The subject of this report is the organization of
property managenent functions in Los Angeles County
government. By property nmanagenent we nean all those
prograns of the Board of Supervisors which provide housing
for county public services. It therefore ranges from the
pl anni ng and finance needed to acquire real property to the
construction work needed to build, maintain, operate and
repair structures and building equipnment. It also includes
such support functions as risk managenent and security.

This report evaluates part of the county's inplenenta-
tion of the program we recomended to restructure the
county, as adopted by the Board of Supervisors in 1983.

The Board of Supervisors nmnages a Physical plant of
significant size, conplexity and cost. It consists of 39
mllion square feet in 750 najor facilities. The County has
invested $2.1 billion during the last 25 vyears alone,




excluding roads, flood channels and other assets which
support the general regional econony. Additions amounting to
$315 mllion are planned for the current year, and $800
mllion is anticipated within five years. Annual operating
costs exceed $400 nillion.

In 1985, the Board of Supervisors took a significant step

in the direction of wunifying its property nmnagenent

functions by consol idating t he Bui | di ng Servi ces,

Conmuni cations, Facilities (County Engineer), and Mechanica

Departnents into a single Facilities Managenent Departnent.

For the first time in the county, this action |inked
pl anning, building design and construct ion, and |eased
facility acquisition with operations and naintenance in a
si ngl e organi zation

The new department has been successful in formulating an
organi zational plan, integrating the admnistration and
operations of the four wunits, inproving its ability to
deliver services, and reducing some costs of managerment. W
bel i eve that the inprovenents initiated by the new

depart ment should be continued, with sone refinenents. This

is the subject of our second recomendati on. The supporting

detail is in Section IIl of the report.
However, the Board, in creating the Facilities Managenent
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Department did not conplete the necessary Structural reform
As created, the new Facilities Managenent Departnent
continues to perform such functions as fleet naintenance,
mail and nessenger service, and others which are not
relevant to the overall property managenent responsibility,
and therefore act as a drag on managenent attention
More inportant, property managenent is not fully unified

It is fragnented between the Chief Admnistrative Ofice
(CAO and the new Facilities Mnagenent Departnent. In
particular, both the CAO and the Facilities Managenent
Department perform roles and conmit resources to space
managenent, capital project planning and execution, and
energy managenent. In addition, the CAO controls policy in
such areas as insurance and risk nanagenment, which are
af fected by project design and should form an integral part
of any property planning. Mst inportant, the CAQ through
the overall responsibility for county budgets, controls the
basis for strategic planning of the physical plant and the
resource levels for its maintenance.

We found that in performing their respective roles both
departments do identical work. They confer w th personnel of
tenant departnents, visit and inspect sites, identify
alternatives, and track costs and schedul es. The boundaries
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between |layers of administrative coordination and project
execution are uncl ear.
Most inportant, neither departnent is subordinate to the

other. Although the departnments communi cate and coordi nate
their activities, they are autononous. Both report directly
and i ndependently to the Board.

Accountability for results is unassignable i such a

system The opportunities for weak performance are nearly
limtless. In effect, the county has a capital inprovenents
program of $800 nillion with no one in charge.

From the early 1970's to the present, the county has
experienced crisis-level problens wth projects such as
Martin Luther King Hospital, the Central Jail, the Crim nal
Courts Building, Oive View Hospital and the co-generation
plant. The county's problens in this area are chronic and
are not due to anyone's individual performance. The county
will continue to manage from crisis to crisis until the

structural defects are corrected.
The central conclusion of our current study of the

county's property managenent system applies precisely the
sanme points as our 1983 study of county organization:

- The CAO has no efficacious authority to
i npl ement policy or organizational changes for
any departnent of the county except his own.

- A Strategy of sinply nmer gi ng exi sting
-4



departnents whi ch i ncorporate nm smat ched
functions is defective.

The Structural weaknesses in the current system wll
surely lead to trouble in the execution of the county's $800
mllion expansion, just as they have led to trouble in the
past. The best time to correct the structural defects is
now, before new crises energe.

In our view, the npbst effective correction of the
weaknesses in the property managenent system wll be to
consolidate the Facilities Managenent Departnent into the
CAO. In this way, the Board of Supervisors can nake the CAO
nore genuinely an administrative officer wthin the
framework of the current Charter and laws. This is the
subject of our first recomendati on. The supporting detail
is in Section Il of t he report.
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