San Francisco Human Services Network
FAQ Sheet: Nonprofit Cost-of-Doing-Business Increase

What is the difference between a cost-of-doing-business increase and a cost-of-living-adjustment?
In past years, nonprofits that contract with the City and County of San Francisco occasionally
received a small cost-of-living-adjustment (COLA) on salaries only. A cost-of-doing-business increase
(CODB) provides an increase on the entire contract amount, recognizing that expenses have risen
dramatically for health benefits, Workers Compensation, rent, utilities and other costs as well as salaries.

Why do nonprofits need an annual CODB?
Flat or inadequate funding is a service cut. Without a CODB sufficient to cover rising costs,
nonprofits must cut services. Historic underfunding has reached the point where services and even entire
organizations are at risk through a gradually diminishing capacity and infrastructure. Only regular and
adequate CODB increases will stop the erosion of San Francisco's safety net.

What increases has the City provided to nonprofit contractors in past years?

The City approved general fund COLAs of 2% in 2001 and 1% in 2003. Except for those modest
increases, nonprofit funding was flat for years. In 2005, Mayor Newsom’s budget included the first-ever
CODB, a 2% increase on general fund health and human service contracts. In 2006, the Mayor again
included a 2% CODB, and the Board approved an additional 1%.

How much are nonprofit costs going up?

A 2006 DPH survey of its contractors found that the average unavoidable cost increase was over
6%. For many, it was much higher. The City funded a 3% CODB increase, which was helpful but
sufficient for only the most urgent needs. The sector needs a 6% increase to maintain current services,
and larger increases are necessary to remedy historic underfunding and wage disparity.

Why is a nonprofit CODB increase good for the City?
A CODB increase shores up the whole nonprofit sector by improving staff recruitment and
retention, stabilizing infrastructure and capacity, and solidifying the ability to attract funds from private

sources.
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Why is it important for San Francisco to address wage parity between City and nonprofit
employees?

Nonprofit workers continue to fall farther behind City employees in comparable
positions, who receive staggered pay increases and a rich benefit package, including pensions
and retiree health benefits. These hard-working employees struggle to live in the City and
communities they serve, and deserve a fair raise. The disparity with City employees makes it
difficult for nonprofits to recruit and retain staff, which threatens service quality. Nonprofit staff
will always receive less than public employees, but at minimum, they should receive the same
percent raise as City workers, as well as additional increases to address historic wage disparity.

Should the City provide a CODB increase for grant-funded services?

Grant-funded services such as Ryan White and McKinney programs have never received
a COLA or CODB increase. CODB increases should go to all health and human service
programs, regardless of the funding source. All employees deserve to make a reasonable wage
that would allow them to live in the City where they work, and all service providers face the
same cost increases. Many of these programs have blended funding, and it’s untenable to give
raises to only those employees paid with general fund contracts. These valuable services are
highly utilized, and a CODB is a small investment to strengthen and stabilize them.

What is the relationship between recent wage and health legislation and the CODB?
Increases due to living wage, paid sick leave and health care ordinances have created
additional cost pressures on all nonprofits. HSN supported the Minimum Compensation, Health
Care Accountability, Health Care Security and Paid Sick Leave Ordinances, provided the City
includes the compliance costs in contract budgets. However, this pass-through does not fully
compensate nonprofits for their increased costs. For example, an increase in the MCO rate for
the lowest-paid workers means that nonprofit employers must raise additional funds to provide
equitable pay to non-contract employees. It also creates a wage compression issue by making it
more difficult for nonprofits to give raises to employees making over the mandatory minimum. If
the MCO rate goes up, a CODB is necessary to fund raises for these other employees.

When should the City consider the CODB increase in the budget process?

The City considers its cost increases early in the process when each department develops
its budget, while nonprofit increases have been an afterthought if there are a few dollars left at
the end. Nonprofits provide crucial services, enhanced by private funds. If nonprofits are true
partners in the City’s service delivery system, our salary and cost increases need to be recognized
as an integral part of the budget during the earliest stages of the process.



