
Eliminating Costs Without Layoffs
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Firm Overview

Å Founded in 1926 in Cedar Rapids, Iowa

Å Fifth largest accounting, tax and business consulting firm in the U.S 

with nearly 8,000 employees in 120 offices nationwide

Å Over 1,600 professionals in Economic Unit
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Government Sector Practice

ÅWe serve nearly 1,000 clients nationally in the industry

ÅDedicated team of industry experts

ÅLocal presence with a significant client base which includes city, county, state, and 
federal entities.

ÅDevelop various collateral related to the industry

ÅMembers and participants:

üGFOA

ü AICPA

ü State Societies
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Session Objectives

ÅLearn about 5 focus areas for strategiccost management

ü Spend Visibility

ü Information Technology

ü Claims Administration Review

ü Cash Flow Optimization

üOperational Effectiveness

ÅUnderstand how these focus areas can help you meet your budget challenges for 2010 
and beyond
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How do I deal with tomorrowõs budget 

pressures today?

In these turbulent times, reducing costs to address declining revenues is a daily 

battle for government organizations.

And the budget pressures are even greater for 2010 and beyondé

ñAs the drumbeat for historic state budget 

cuts grows louder in Topeka, Kansas 

school districts are preparing parents 

and staff members for the pain.ò

ïKansas City Star, January 30, 2009

ñMayor Michael Bloomberg says Wall Street firms 

are expected to lose a total of $47.2 billion for 

2008, and even more in 2009. The figures are

devastating for New York City. Bloomberg is 

presenting his plan to address the city's growing 

budget problems as the economic picture worsens.ò

- USA Today, January 30, 2009

ñThe governor gave the South Dakota Legislature a 

revised budget Thursday, saying the projected budget 

shortfall is twice as bad as had been expectedin 

December. State tax collections are falling faster than 

expected because of the recession, he said.ò

- Rapid City Journal, January 22, 2009 

ñNon-profit organizations in Canada are caught in 

a squeeze from the current financial crisis, with 

a decline in charitable donations as demand rises 

for social services, says an investment analyst.ò

- CBC News, November 10, 2008
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Strategiccost management is the key

Too often, organizations turn to reductions in force (RIF) and layoffs when faced with budget 

pressures. They provide short term cost reductions, but the savings are sometimes temporary 

and are eroded by the tangible and intangible costsof a RIF process.

Tangible Costs

ÅRIF Process 1

ÅSeverance 2

RIF Period Post RIF Growth Period 

Intangible Costs

ÅCustomer service disruption

ÅBurnout and absenteeism from 

remaining employees

ÅLoss of experience, organizational 

knowledge and continuity

Tangible Costs

ÅRecruiting & training 3

Example:Layoff of employee with $60,000 annual salary and benefit load

($24,000)

($20,000)

($12,000)

1 Average cost of a RIF process is reflective of 30% to 50% of the employeeôs annual salary (American Management Association)
2 Severance levels vary widely, but typically range from 5 ï30 weeks for professional level employees based on tenure (Lee Hecht Harrison)
3 Average cost to recruit, screen and train new employees is between $9,000 and $15,000 (Workforce Management)
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Today we are discussing five cost 

management focus areas that cané

ÅProvide quick savingsopportunities for today

ÅProvide reliable, sustained savingsfor 

tomorrow

ÅHelp you better manage your budgetfor 2010 

and beyond

Cost

Management

Spend 

Visibility

Information 

Technology

Cash Flow 

Optimization

Claims 

Administration 

Review

Operational 

Effectiveness

Strategiccost management is the key



Third, execute strategic 

sourcing events or category-

based cost savings tactics.

Savings Projects
Addressable 

Spend
Save % Save $

Sourcing Event: Reverse Auction $22,892,800 10% $2,290,000

Category substitution strategy $5,151,000 5% $258,000

Category usage driver changes $7,211,000 20% $1,442,000

Total Savings $3,990,000
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Spend Visibility

First, understand what you 

are spending, in detail, by 

category.

Benefits Facilities

Equipment

IT

Other
Supplies

$31.4 MM

Sourceable

$600MM

Non-Sourceable

Second, determine the actual 

spend you can address.

Total Category Spend 31,360,000$  

Maverick Spend 4,704,000      15%

Other Not Addressable 3,763,200      12%

Addressable Spend 22,892,800$  73%
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Spend Visibility

A detailed spend analysis by categoryidentified these hard dollar savingsopportunities.

Cost Savings Tactic:  Product Rationalization

Category:Training Materials

ÅInternally developed textbooks 

and workbooks

ÅHistorically, textbooks and 

workbooks were separate items, 

ordered in the same quantities

ÅCombined textbooks and 

workbooks into single items

Å50%reduction in print and freight cost

Å$680,000hard dollar savings

Category:IT Hardware

ÅLaptops, desktops, servers and 

monitors

ÅHistorically, the annual 

anticipated volume was put out 

for bid to resellers

ÅConducted a reverse auction 

among resellersand OEMôs

Å36%reduction in annual IT hardware spend

Å$6.75 millionhard dollar savings

Strategic Sourcing Event:  Reverse Auction
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Information Technology (IT)

Proper selection and implementation of technology can significantly reduce your costs 

while maintaining or even improving IT services. Have you looked for cost savings in 

these four focus areas?

Architecture

ÅThin client technology

ÅServer virtualization

ÅStorage optimization

Vendor Costs

ÅHW / SW maintenance

ÅHosting fees

ÅObsolete equipment or 

services

Telephony

ÅReduce # of PBXôs

ÅIntegrated call information

ÅLeverage wireless costs

Staffing

ÅCentralize

ÅOutsource

ÅValue stream


