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Communities Facing 
Unprecedented Change

• Cities are facing high unemployment, a depressed 
housing market, and weak consumer spending. 

• These factors have reduced taxes that cities collect for 
a fifth straight year  They are projected to decline 3 7% a fifth straight year. They are projected to decline 3.7% 
for 2011. 

• 57% of cities reported they couldn’t meet their fiscal 
needs in 2011.

Common Responses to Closing the 
Gap: Laying Off Employees

The August jobs report from the Labor Department 
revealed local government employment in the United 
States declined by 550,000 from peak levels in 2008.

Other Measures

• Freezing pay

• Furlough days

• Cutting services

R i i  f  • Raising fees 

• Suspending building projects

• Government contracting

• Bankruptcy

It’s More than an Issue of Resources

• Focus on innovation

• Create a “change ready organization”

• Be smarter delivering key services
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It is also About Exercising Leadership

People capable of adapting to change… 
putting their credibility and position on 
the line in order to get people to tackle 
the problems at hand.p

Power of Alignment

Strategy

CustomerProcess

People

Culture
Leadership

Managing Change

Change
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Gradual
Change

Vision Skills Incentives Action Plan
Frustration
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False
Starts

Reprinted from Tools for Change, Zweigletter, Issue 542, December 29, 2003, Mike Morrissey, Zweigwhite

Types of People

• Dynamo
• Always working to learn something new

• Actively build their career

• Continuous self-improvementp

• Cruiser
• Live off their existing skills

• Have a job, not a career

• Loser
• Does not meet the basic standards of quality, service or work

Administrative Capacity Analysis Survey Instruments
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Key to Creativity Enablers 
and Barriers Fraud Detection and Prevention

Fraud Prevention: 
Proactive vs. Reactive

• “Trust” is not an internal control
• “Hope” is not a strategy

1. Develop a fraud training program
2. Implement an employee code of ethics
3. Develop and follow internal controls
4. Conduct periodic independent reviews of financial information
5. Conduct employee backgrounds
6. Conduct random investigations of suspected fraudulent 

compensation claims
7. Set up an employee issue hot line

Questions

Are you confident an effective procedure exists for receipt 
of information on potential fraud?

• Does it protect anonymity?

• Are whistleblower hotlines available?• Are whistleblower hotlines available?

• Are the lines of communication open to:
• Supervisors

• Department heads

• Councils or decision makers

Are you Prepared?

If a fraud were alleged in your municipality or 
organization, would you be prepared to 
investigate and discover the truth?investigate and discover the truth?

Current Climate

How has the current 
economic climate impacted 
your internal controls?
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Are we in the Perfect Storm?

• Downsizing often puts comptroller operations in the 
hands of one person, with little direct oversight

• Well-designed internal controls are sacrificed for 
“efficiency” and cost savingsefficiency  and cost savings

• Economic stresses at home have an impact on “trusted” 
employees

• Temptation + increased opportunity 
x greater need + ability to rationalize 
= ??????

Questions

Are current approvals and internal reviews meaningful?

• Are they re-evaluated as circumstances change?

• Is there a high-level commitment to a code of ethics?

D  th  hi h  bid  b  th  d  ( l  d l )?• Do the higher-ups abide by the code (role models)?

Pro-active Actions

• Create a culture of high ethical standards

• Constantly evaluate anti-fraud processes and controls

• Implement an oversight program

Conclusion

• Expect fraud

• Assess your risk

• Segregate duties

M k  l  i f l• Make approvals meaningful

• Screen and monitor vendors

• Closely monitor worker’s compensation claims

• Zero tolerance – Prosecute offenders

Benefits (and Pitfalls) of Service 
Contracts

Benefits:
• Cost savings
• Increased performance standards
• Tailored performance measures/expectations
• Fix and cap variable costsFix and cap variable costs
• Ability to limit and/or offload liability

Pitfalls:
• Potential source of litigation
• Headlee Amendment issues
• Michigan Construction Code

Performance Standards

• Completely a matter of contract/subject to negotiation

• Selling point (for both Contractor and Municipality)

• Payment of Contractor is dependent on substantial 
compliance with all performance goals and/or compliance with all performance goals and/or 
measurable progress to meeting goals

• Specific performance goals
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Specific Performance Goals

• 24-hour turnaround time for answering customer calls; phone log

• 2-hour window for appointments

• Staff on call 24 hours a day for emergencies

• Residential plan reviews completed in 5 working days; commercial plan 
reviews completed in 10 working daysreviews completed in 10 working days

• After-hours/weekend inspections available

• Next-day building inspections

• Electrical/mechanical/plumbing/accessibility/energy inspections within 72 
hours

• Staffed Office within City Hall

• Preparation of flyers and booklets outlining permitting and inspection 
procedures

Measuring Performance

• Daily, weekly and monthly updates concerning Contractor's 
activities, work, projects and anticipated costs

• Quarterly Comprehensive Performance Reports
• Invoicing for services
• Nature of services performedp
• Frequency and nature of complaints; Contractor responses to 

complaints
• Findings of inspectors
• Number and nature of plan reviews

• Monthly/Bi-Annual, Fiscal Year and Calendar year reports on 
permit, inspection and licensing activity (including revenues 
and expenditures)

Fixing Variable Costs

• Staffing Costs
• No Reimbursable Expenses

• "No reimbursable expenses or other fee, cost charge, or other fee for the value 
or expense of any materials, goods, travel, mileage, depreciation, or other item 
related to the performance of the Services shall be paid by the City."

• Offloading many miscellaneous but unknown costs
Fi d thl  h  f  t i• Fixed monthly charge for most services
• Fixed charge for basic services (including building inspection, plan review, etc), 

with Contractor receiving percentage of work over and above threshold per 
year.

• Fixed charge for coordination of state/federal programs and grant services
• Base fee includes witness work for condemnation cases up to a certain 

hourly threshold
• Elimination of necessity of fleet vehicles and associated costs.

Limitation of Liability and 
Insurance Issues

• "Contractor agrees to indemnify, defend and hold harmless the City, its elected and 
appointed officials and employees from and against any claim, injury, damage, cost, 
expense or liability (including reasonable attorneys' fees and cost of defense) to the 
extent caused by the negligent acts, errors, or omissions of the Contractor, its 
agents, employees and subconsultants or anyone for whom the Contractor is 
responsible under this agreement"

• Insurance Requirements
• Commercial general liability insurance
• Comprehensive automobile liability insurance
• Professional (errors and omissions) insurance
• Workers compensation insurance

• City added to policy as certificate holder, along with City's elected and appointed 
officials

• Contractor pays deductible
• Contractor is "independent contractor" rather than employee
• Disclaimer of any waiver of governmental immunity for City

Pitfalls and Barriers

• Threat of Litigation
• Michigan Association of Home Builders v Troy

• Headlee Amendment:
• Requires local taxes be approved by voters.y
• Question becomes when "fees", "charges" or "assessments" 

are really disguised taxes
• "Fee" revenue generally placed in a special fund, and used 

only for purpose for which the fee was charged.  "Fee" must 
also be – in some sense – voluntary.

• The Michigan Construction Code

The Michigan Construction Code

• MCL 125.122 states: "The legislative body of a governmental subdivision shall 
establish reasonable fees to be charged by the governmental subdivision for 
acts and services performed by the enforcing agency or construction board of 
appeals under [the Construction Code], which fees shall be intended to bear a 
reasonable relation to the cost, including overhead, to the governmental 
subdivision of the acts and services, including without limitation, those 
services and acts as, in the case of an enforcing agency, issuance of building 
permits  examination of plans and specifications  inspection of construction permits, examination of plans and specifications, inspection of construction 
undertaken pursuant to a building permit, and the issuance of certificates of use 
and occupancy, and in case of a board of appeals, hearing appeals in 
accordance with this act. The enforcing agency shall collect the fees established 
under this subsection. The legislative body of a governmental subdivision 
shall only use fees generated under this section for the operation of the 
enforcing agency or the construction board of appeals, or both, and shall 
not use the fees for any other purpose.

• Michigan Attorney General Opinion 4885 seems to suggest that the "enforcing 
agency" enforcing the Construction Code must be an actual government 
employee.
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Questions & Answers

Questions & Answers


