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Madame Chairwoman and Distinguished Committee Members: 

 

Good afternoon. I am Dr. Stuart Bussey, President of the Union of American 

Physicians and Dentists (UAPD) Local 206 of AFSCME.  Our professional union 

represents over 4000 physicians and dentists in California.  About half of them 

work in Bargaining Unit 16, in CDCR, DMH, Developmental Services, Social 

Services, Veterans Affairs. Thank you for the opportunity to present some 

thoughts and solutions about contracting out, on behalf of UAPD and our sister 

union AFSCME Local 2620.  Local 2620 represents Bargaining Unit 19, about 5000 

pharmacists, social workers, psychologists and others in those same 

departments.  Having recently retired after 19 years as a State-employed 

physician, I would like to share my views on how the State has misused private 

contractors and how it can change old habits. 

 

First, some historical background.  As California’s population mushroomed over 

the last few decades, there was an increasing need to maintain a large and stable 

government workforce.  Governor Jerry Brown astutely recognized this when he 

signed the first collective bargaining laws for State employees in the early 

eighties.  The ability of public employee unions to bargain for competitive wages, 

benefits and pensions has been critical to the ability of the State to maintain its 

services.  But as service demand often outpaced the supply of State employees, 

remedies were fashioned to spackle in the cracks of temporary worker shortages. 
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New classes of workers were born and codified, especially the now ubiquitous 

contract worker.  As a pure stopgap this group was useful and cost effective for 

the State.  But as the practice of bidding and hiring from private agencies became 

easier and more routine for State departments, an ominous dynamic began to 

occur.  State agencies became increasingly aggressive in their long term 

substitution of the full time civil service workforce with contractors.  This 

allegiance to contractors has persisted even in the face of recent layoffs of BU 16 

dentists and psychiatrists and BU 19 psychologists and other treatment 

providers.  Outsourcing and Contracting out have accelerated in the State as they 

have in private industry across the country.  As the SEIU white paper implies, it is 

now almost an addictive behavior in California with nearly 15000 personal 

service contracts totaling 11.8 billion dollars.  But like the food addict who 

chooses short term sweets and carbs over long term protein to her detriment, 

the effects of short term employment solutions on the State’s economy has 

become increasingly unhealthy. 

 

Government Code 19130 was created to limit personal service contracts. But 

does it work?  Of all the conditions which permit State agencies to contract under 

this code, cost savings has become the most questionable. The State’s short 

sighted view of “cost savings” with contractors has gotten us all it into trouble.  

Agencies take the salary savings realized from the attrition of civil servants and 

use it to hire contractors.  Permanent civil servant positions remain vacant for 

years in the face of feeble recruitment attempts, while contract employees do 

the work.  A proliferation of private agencies is more than willing to cut red tape 

and encourage the dependence of the State on contractors.  The result is a 

burgeoning market which competes for State jobs.  

 

Without the financial costs of health benefits and pensions, contractors may 

seem like a good cost savings deal for the State. But the statistics we managed to 

obtain from the State tell a different story.  The attached graph compares the 

hourly cost of DMH civil servant psychiatrists with the hourly cost of DMH 

psychiatrist contractors.  Even with full benefits and a State retirement 

contribution of 18% there is still a monetary savings of about 29% that comes 

from using civil servant doctors. 
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Besides the contractors’ increased financial costs to the State there are also costs 

in terms of quality.  There is an inherent advantage that permanent civil servants 

possess in knowing the system, tools, work environment, and the patients. 

Continuity of care is crucial in health care.  Take the case of a contracted 

pharmacist or physician recently assigned to DMH on a weekend shift.  

Unfamiliarity with medication protocols can easily lead to delays or inaccuracies 

of medication.  In fact there are some studies that show that the preferential use 

of contracted employees in prison is dangerous.  A 2007 University of California 

Santa Barbara study showed that increasing the percentage of medical 

contractors increased the mortality of the inmates. 

 

The State of California Procurement and Recruitment System (SCPRS) was 

established by the Department of General Services (DGS) in 2003 “…to establish a 

uniform reporting process for the purchase of goods and services…and all other 

contracts over $5000…”  The SCPRS website is supposed to allow taxpayers to 

track what our State spends on its contracts.  But it is a profoundly flawed 

system, almost impossible to navigate and understand.  This is particularly 

apparent regarding standard agreements for various services entered into the 

database by the Department of Mental Health.  From 2003-2011 DMH entered 

the maximum amount for each of its standard agreements related to psychiatric 

services, instead of than the actual amount that was spent on each contract. 

While departments in the State are allowed to enter maximum amounts at first, 

SCPRS representatives expect each department to amend the “total price” for 

each contract as soon as it becomes clear what was really spent.  This reporting 

of maximum rather than actual spending becomes more problematic given the 

fact DMH inflates the size and number of contracts to the point of absurdity.  

Why is that? DMH representatives say that because the department is unsure of 

the ability of any of the companies to actually provide psychiatrists when 

needed, it executes very similar contracts with multiple companies. 

  

AFSCME Local 2620 reviewed the approved contracts between 2007-2010 within 

DDS, CDCR, DMH and CDCR.  These contracts totaled over $1.8 billion.  UAPD also 

accessed the DMH contracts.  The SCPRS database shows DMH in 2011 as having 

$910 million worth of open, two-year contracts for psychiatrists alone, a 

classification of a few hundred workers.   
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$418 million of these contracts were for just Coalinga State Hospital psychiatrists. 

Meanwhile our own research has determined that the actual disbursement for 

Coalinga psychiatrists was only about 8.5 million dollars for the two-year period, 

about 1/50 of the total reported on the website. Moreover, of 74 authorized 

2011 DMH contracts that we reviewed, 33 (45%) were not recorded in SCPRS at 

all.   This confusing data does not comply with Governor Brown’s Oct, 2011 

Executive Order (attached) that “…agencies and departments under my direct 

executive authority shall provide as much information as possible on their 

contracts through the eProcurement website.“  Since contracting agencies are 

required to file quarterly reports to each hospital on their actual spending, we 

would like to see those figures entered into SCPRS.  When we asked DMH directly 

for individual contract data over $5000 they finally provided our union with those 

figures from July 2011 through December 2011.  

 

Another troubling State liability regarding contracted employees is  that they 

could demand to be granted retroactive service credits, benefits, even pensions, 

if they were to seek legal reclassification as civil service employees (see 

attachment from CalPERS Membership Procedures). This scenario occurred in the 

2005 CalPERS precedential decision of Neidengard v. Tricounties.  Here a county 

physician contractor was reclassified as an employee by CALPERS and granted 

the right to purchase service credits.  Imagine that scenario applied to the 40 or 

so full-time psychiatry contractors that currently work at DMH’s Atascadero State 

Hospital in regard to back benefits and/or employer retirement contributions. 

 

The California labor community has periodically attempted to pass legislation to 

curtail the proliferation of State contracted services.  To date there has been 

insufficient political will.  Today’s hearing signals a change.  We are beginning to 

witness the same political pressure nationally-- to keep our jobs at home.  In-

sourcing is “in” and outsourcing is “out”.  Now is the time for bold action and 

bold legislation in California to rein in unnecessary costs.   
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SOLUTIONS 
 

California must renew its commitment to the more efficient and less costly civil 

servant in any number of ways:   

 

1. It is time to strengthen GC 19130. This could occur by creating more precise 

criteria rather than vague terms like “emergency” and “conflict of interest” 

to justify the hiring of contractors. 

2. Redirect State salary savings for the recruitment and retention of civil service 

employees rather than contractors. 

3. Specify clear monetary and manpower triggers that each department must 

demonstrate before any contract hiring can occur. 

4. Commit funds to improve civil service recruiting and hiring.  Utilize all 

resources available, including rank and file participation. 

5. Improve transparency and reform the hiring process.  Consider creating a 

more independent and objective hiring authority within the State Personnel 

Board (SPB).   

6. Institute greater departmental scrutiny over their field agencies’ hiring and 

spending behaviors. 

7. Consider sequential and/or cumulative time duration limits for individual 

contractors and/or contract agencies. After a statutory period, mandate that 

the contractor decide whether or not to opt for civil service status. 

8. Avoid any re/misclassification litigation by further clarifying the terms “State 

employee” and “contractor.”  

9. Provide greater enforcement and due process of employee organization 

MOUs regarding contracting out--i.e the duty of the State to timely inform 

each organization of contracts, RFPs, IFBs, to receive appropriate feedback, 

and to streamline appeals. 

10. Promote constructive debate and pass The Public Employee Bill of Rights, AB 

1655.  

 Both labor and management should pool their ideas to maintain quality and 

savings for the State.  And it is now time for the legislature to step up to the 

plate.  Thank you! 

 

  



WWW.UAPD.COM

 

 
 

COST COMPARISON  
CONTRACTORS VERSUS

PSYCHIATRISTS

 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

$-

$20.00 

$40.00 

$60.00 

$80.00 

$100.00 

$120.00 

$140.00 

$160.00 

$180.00 

$200.00 

Contractor Psychiatrist 

Average 

Total Cost 

Per Hour

     $ 199.43 

   $ 141.06 

WWW.UAPD.COM                             180 GRAND AVENUE, SUITE 1380

1-800-622-0909

COST COMPARISON  -- 
CONTRACTORS VERSUS CIVIL SERVICE 

PSYCHIATRISTS 

Contractor Psychiatrist -

Average Hourly Cost

BU 16 Staff Psychiatrist -

Average Hourly Cost
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Per Hour 

Conclusion 

199.43  
    Outside contractors are the        

    MOST COSTLY option. 

141.06  
    BU 16 Staff Psychiatrists Cost  

    29% Less Than Contractors 
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10-9-2011          EXECUTIVE ORDER B-12-11 

 

 

WHEREAS promoting easy access to State governmental information in a cost-efficient way is a priority of my Administration; and 

 

WHEREAS California enters into contracts worth billions of dollars each year to purchase goods and services on behalf of the people; and 

 

WHEREAS making these contracts easily accessible enhances the ability of Californians to review their terms and to evaluate the 

effectiveness of their State government; and 

 

WHEREAS posting information about these contracts on the Internet can be a cost-efficient way to provide easy accessibility; and  

 

WHEREAS the Department of General Services (DGS) maintains the eProcurement website (www.dgs.ca.gov/pd/programs/eprocure), 

which provides information on the award of contracts for goods, services, and information technology; and  

 

WHEREAS the eProcurement website includes important details about each contract, including the contracting department, the contractor, 

dates, quantity, price, what was purchased, and how the contract was awarded; and  

 

WHEREAS all departments and agencies under my authority should use this website to provide this important information to California’s 

taxpayers. 

 

NOW, THEREFORE, I, EDMUND G. BROWN JR., Governor of the State of California, by virtue of the power and authority vested in me 

by the Constitution and statutes of the State of California, do hereby issue this Order to become effective immediately: 

 

IT IS HEREBY ORDERED that, with the assistance of the DGS, agencies and 

departments under my direct executive authority shall provide as much information as 

possible on their contracts through the eProcurement website.  
 

IT IS FURTHER ORDERED that nothing in this Order shall be construed as requiring the posting of information where such posting 

would (a) violate federal or State laws; (b) result in the unauthorized waiver of privileges, such as the attorney-client, attorney work 

product or deliberative process privileges; or (c) result in the unauthorized waiver of exemptions from disclosure under the California 

Public Records Act. 

 

IT IS FURTHER ORDERED that Executive Orders S-08-09 and S-20-09 are rescinded immediately.  

 

IT IS REQUESTED that other entities of State government not under my direct executive authority work to promote governmental 

transparency by making information about their contracts readily available to the public in a cost-effective manner.  

 

This Order is not intended to, and does not, create any rights or benefits, substantive or procedural, enforceable at law or in equity, against 

the State of California, its agencies, departments, officers, employees, or any other entity or person. 

 

I FURTHER DIRECT that as soon as hereafter possible, this Order be filed in the Office of the Secretary of State and that widespread 

publicity and notice be given to this Order. 

 

IN WITNESS WHEREOF I have hereunto set my hand and caused the Great Seal of the State of California to be affixed this 9th day of 

October 2011. 

 

EDMUND G. BROWN JR. 

Governor of California 
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