Performing Budget Analyses to Support Labor Negotiations

I.  Background

FAA Order 3710.18—Internal Coordination Requirements for Negotiating Term and Mid-Term Agreements With FAA Unions—took effect on June 1, 2003.  The Order establishes internal coordination and approval requirements for FAA labor negotiations, including Memoranda of Agreements and Memoranda of Understanding (MOAs/MOUs).  The Order makes significant changes to the Agency’s process for negotiating, approving, and implementing MOAs.  These changes address concerns raised by a recent audit performed by the DOT Inspector General.

In the past, the Agency has often entered into labor agreements without considering their potential financial and budgetary impacts.  Many of these agreements have made substantial contributions to the Agency’s escalating operating costs.  To address this issue, the Order requires that a budget analysis accompany all proposed agreements and MOAs.  This document clarifies the intent of this requirement and provides some practical guidance for conducting useful budget analyses.

II.  Contacts

If you have any questions or comments regarding the development of budget analyses and cost impacts for labor negotiations, please contact Kris Burnham (kristen.burnham@faa.gov, 202-267-7122) or Peter Toman (peter.toman@faa.gov, 202-267-5451) in FAA headquarters’ Office of Budget (ABU).

III.  Purpose

The purpose of the budget analysis is to provide negotiators and FAA executives with meaningful information to support effective decision-making.  The analysis should estimate the “cost” of a proposed labor agreement and provide negotiators a clear sense of the agreement’s fiscal impact to the Agency.  While this should include some sense of “affordability,” the budget analysis is NOT intended to be an approval or disapproval document on its own.  The Office of Budget (ABU) or any Line of Business (LOB) budget office that prepares the budget analyses will not have the authority to “veto” a proposed agreement based on affordability or cost impact.  Instead, the analysis should simply present the relevant budget information to the appropriate decision-makers so that they have a clear understanding of how the agreement will impact the Agency financially and exactly what they are committing the Agency to do.

IV.  Roles and Responsibilities

The Order gives responsibility for conducting budget analyses to the Office of the Chief Financial Officer (CFO), or its designee.  The CFO is represented by ABU, which has delegated its responsibility for local and regional agreements to the relevant LOBs or Staff Offices.  The LOBs are expected to develop internal processes that ensure completion and consideration of analyses prior to agreements’ signature.  Budget analyses for all national level agreements should be cleared with ABU prior to their signature and enactment.

Developing meaningful budget analyses will depend on collaboration among teams of labor relations personnel, budget staff, and subject matter experts.  No one group possesses all the skills and programmatic knowledge to perform the analyses independently.  In most cases, budget staff in ABU or the appropriate LOB will take the lead role in coordinating this team effort, but they will rely heavily on input from program personnel and subject matter experts.

V.  Timing of Analysis

The Standard Operating Procedures for Order 3710.18 recommends that budget analyses be completed within five work days of receipt of a proposed labor agreement.  This should be considered advisory.  Simple MOAs can be analyzed more quickly, while comprehensive collective bargaining agreements will likely take more time.  While it is never too early to consider cost implications, budget analysis should be well underway by the time a proposed agreement is reasonably mature and ready for final negotiation.  Regardless of when the analysis is started, it needs to be completed in time for the cost impact statement to be attached to the agreement when it is submitted for approving signature.  Keep in mind that statements for national level agreements will require additional time to first be cleared by ABU.  If those signing the agreement for the Agency do not have access to the cost impact statement when making the decision to sign, then one of the key requirements of the Order has not been met.

VI.  Methodology

Determining the entire “cost” of an MOA or other agreement is not always necessary.  The goal is to identify the “additional cost” imposed by the terms of the agreement—that is, the cost of implementing the items in the agreement that the Agency was not already planning to do.  For example, an MOA concerning the introduction of a new computer system might stipulate that each facility receiving the equipment be given three sets of maintenance manuals.  If the program office had only planned and budgeted for providing two sets, the cost of furnishing each facility with the third set of manuals would be the true “cost” of implementing that provision of the MOA.

Due to the broad range of issues covered in the Agency’s labor agreements, there is no one specific method or step-by-step procedure that can be used.  Not all budget analyses are expected to look alike or apply the same level of scrutiny.  That being said, there is a basic framework and process that can be followed in order to produce a useful cost impact statement.

MOAs are usually entered into because there is a change in the working conditions of a bargaining unit or units.  Some of the more common of these changes include the introduction of new technologies or procedures, physical relocation or functional realignment of employees, and modifications to personnel policies.  The initial phase of budget analysis is therefore assessing exactly how the MOA changes existing workplace conditions or program plans.  Because MOAs often deal with specific programs or technical issues that labor relations and budget personnel may not be familiar with, subject matter experts or program office personnel with detailed knowledge of the MOA and its impacts will be relied upon to perform this assessment.  For additional help in assessing an MOA for potential cost-driving changes, see Section VII—Questions to Ask When Reviewing MOAs.

How and by whom this assessment is performed will vary greatly depending on the nature of the agreement.  In the previous example of maintenance handbooks, it is likely that only the program office in charge of procuring and fielding the new system would be able to determine that the requirement for a third set of manuals is an additional cost imposed by the MOA.  For an MOA regarding a procedural change, subject matter experts familiar with existing procedures and the new procedure being introduced would be best suited to determine the MOA’s impact to the workforce and its potential cost.  Because MOAs are often used to “put down on paper” things that have already been planned and budgeted for in existing program baselines, it can be difficult to pick out of the clutter any “new” provisions with the potential for substantive changes and/or additional costs—hence the need for knowledgeable experts to be intimately involved in the budget analysis process, especially in the early stages.

Once these “items of difference” with potential cost impact have been determined, cost estimating can begin.  Again, since the nature of these items varies so greatly, there is no one methodology that can be used.  

VII.  Questions To Ask When Reviewing MOAs

Staffing

1. How does the MOA impact the normal workload (quantity of work performed) for the workforce covered by the agreement?

a. Increase the overall workload and/or job responsibilities?  Temporarily or permanently?

b. Decrease the overall workload and/or job responsibilities?  Temporarily or permanently?

c. Redistribute the existing workload (among facilities, shifts, FAA/contractor personnel, etc.)?

d. Any combination of the above?

2. How does the MOA impact the normal performance of job duties for the workforce covered by the agreement?

a. Are there any fundamental changes in work processes, procedures, methods, etc.?

b. Will the workforce be using new or different equipment (hardware, software, systems, etc) to perform their jobs?

c. If so, how will the new equipment, systems, processes, etc. affect productivity?

d. Does the MOA increase the complexity of the jobs performed by the affected workforce or require additional skills, knowledge, or ability?

3. Does the MOA cause members of the covered workforce to be absent from normal job duties for any time?

a. Does the MOA require covered employees to attend training?  Will the training be offsite or onsite?  If onsite, can it be conducted within normal work shifts or will employees be pulled from their shifts to attend the training?

b. Does the MOA create workgroups or teams that will pull employees from normal job duties to attend meetings?

c. Does the MOA call for affected employees to participate in testing and/or development of new systems, equipment, procedures, etc.?  Approximately how many employees are necessary to participate in such activities and will they be missing normal work shifts to do so?

d. Does the MOA allow for earning of credit hours, sick leave, time-off awards, alternate work schedules, etc. that will cause more employees than normal to be absent from standard work shifts or alter existing work shifts?

4. Based on the previous questions, how does the MOA affect staffing levels at the applicable facilities?

a. Will additional staff be required for each shift in order to absorb the increased workload amount or complexity caused by the MOA?

b. If so, can existing staff resources be managed in order to satisfy the additional requirements? (optimize scheduling)

c. Will backfill or other overtime be needed to satisfy these additional requirements or cover for employees not performing normal work shifts?  If so, approximately how much and for how long a time period?

d. If the increased workload is permanent, can it be managed with the existing workforce or will additional hiring of staff be necessary?

Compensation

1. Does the MOA provide any mechanisms for increasing salaries or other compensation of the workforce covered by the MOA?

a. Are the increases temporary, lump-sum costs? (Examples include signing bonuses, cash awards, etc.)

b. Are the increases recurring, in addition to base salary? (Examples include incentive or premium pay such as CIP and ATRA, expansion of overtime eligibility, guaranteed overtime)

c. Does the MOA have the potential to permanently increase base salary for any affected employees? (Examples include increases to pay grade or band, structural changes to Core Compensation or other pay plans, reclassification of job series, transfer of personnel to higher level facility, reclassification of facilities, etc.)

d. Keep in mind that, unlike lump-sum bonuses, recurring increases and base salary increases have a compounding effect over time.

2. Does the MOA provide any mechanisms for increasing the non-pay benefits of the workforce covered by the MOA? (Examples below)

a. Changes to tuition and education reimbursement policies.

b. Changes to child care subsidies.

c. Changes to annual and sick leave policies (accrual, carryover, buyback).

d. Changes to policies regarding credit hours.

e. Changes to insurance coverage.

Travel

1. Does the MOA require off-site training to be performed by or delivered to employees in the affected workforce?

a. How many employees will attend the training?  How long is the training and how many sessions are necessary?  Where is the training located?

b. Will travel and per diem be required for employees attending the training?  Calculate travel costs based on total number of employees traveling, duration, and frequency.

c. Are travel costs for the training covered in existing budgets or program baselines?  If not, how will the required travel be funded?

2. Does the MOA create any employee workgroups or teams from employees in different geographic areas?

a. How many groups or teams are being established?

b. How many employees will participate in workgroup or team meetings?

c. How often will the groups meet and where will meetings be held?

d. Calculate potential travel costs based on total number of employees traveling, duration, and frequency of travel.

e. Are travel costs for the training covered in existing budgets or program baselines?  If not, how will the required travel be funded?

3. Does the MOA call for affected employees to participate in testing and/or development of new systems, equipment, procedures, etc.?

a. Where will these activities take place?  Is travel & per diem necessary for participation?

b. How many employees will participate?  How long will employees be in travel status?  How frequent will the testing be conducted?

c. Calculate potential travel costs based on total number of employees traveling, duration, and frequency of travel.

d. Are travel costs for the training covered in existing budgets or program baselines?  If not, how will the required travel be funded?

4. Does the MOA call for the physical relocation of any employees covered by the agreement?

a. Will affected employees be granted Permanent Change of Station (PCS) awards?

b. If so, what PCS amount(s) will be awarded and to how many employees?

c. Are the PCS awards covered in existing budgets or program baselines?  If not, how will they be funded?

Training

1. Does the MOA cause any changes in work processes, procedures, methods, etc. performed by the workforce covered by the agreement?

a. How will information about these changes in processes or procedures be disseminated?

b. Will there be any costs associated with developing, printing, and disseminating additional handbooks, manuals, work plans, briefings, etc. used to inform the workforce?

c. Can training or information dissemination be performed “On-The-Job” or are formal training sessions (classroom, CBI, lab, etc.) outside of normal work shifts required?

d. How, when, and where will formal training sessions be conducted?  How many employees will attend the training?

e. Does the MOA provide for additional training not originally planned for or covered in existing budgets or program baselines?  How will the required training be funded?

2. Will the workforce be using new or different equipment (hardware, software, systems, etc) to perform their jobs?

a. How will the workforce learn to use the new equipment, systems, processes, etc.?

b. Will there be any costs associated with developing, printing, and disseminating additional handbooks, manuals, etc.?

c. Can training be performed “On-The-Job” or are formal training sessions (classroom, CBI, lab, etc.) outside of normal work shifts required?

d. How, when, and where will formal training sessions be conducted?  How many employees will attend the training?

e. Does the MOA provide for additional training not originally planned for or covered in existing budgets or program baselines?  How will the required training be funded?

New Equipment and/or Systems

1. Does the MOA cause any changes to existing or planned hardware or software?

a. Are there any changes to baselined quantities or types of hardware to be used? (e.g. upgraded monitors, additional printers per workstation, etc.)

b. Are there any changes to existing or planned configurations? (e.g. keyboard layouts, screen layouts, CHI issues, system interfaces, etc.)

c. Does the MOA cause any changes to existing or planned system functionality?

d. Does the MOA include specific changes needed to meet mandatory safety (OSHA) and/or security requirements?  Will these changes impose additional costs not planned for in program baselines?

e. How will additional changes/modifications/upgrades to hardware or software be managed?

f. How will any of these changes impact existing contracts in terms of deliverables, schedule, requirements changes, etc.?

2. Does the MOA cause any changes to existing or planned schedule and/or deployment baselines?

a. Are there changes to the number of systems deployed?

b. Are there changes to key sites or the location of systems to be deployed?

c. Are there changes to the deployment (waterfall) order?

d. How will any of these changes impact existing contracts in terms of deliverables, schedule, requirements changes, etc.?

Physical Working Conditions

1. Does the MOA call for the physical relocation of any employees covered by the agreement?

a. Are there costs for moving existing furniture, equipment, and supplies to the new location?

b. Does new furniture and equipment need to be purchased/leased for the new location?

c. Does the MOA require rehabbing or reconfiguring workspace and/or workstations in the new location?

d. Will additional operating costs be incurred for the new location (rent, utilities, maintenance, custodial, security, etc.)?

e. Does the MOA call for additional parking, transportation subsidies, shuttle buses, etc.?

2. Does the MOA cause any changes to existing workspace used by the covered employees?

a. Does the MOA require rehabbing or reconfiguring workspace and/or workstations?

b. Does the MOA require the purchase/lease of new furniture, equipment, or supplies?

c. Does the MOA require additional support facilities or services?
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