Observations and Recommendations for Statewide Implementation


7.0 OBSERVATIONS AND RECOMMENDATIONS 
FOR STATEWIDE IMPLEMENTATION
This chapter provides recommendations to the Office of Child Nutrition within the Office of Superintendent for Public Instruction (OSPI) for statewide implementation regarding best financial management practices on food service operations.

These recommendations represent benchmark or best financial management practices for child nutrition as indicated by industry standards and/or seen in other school districts throughout the country. Implementation strategies can be developed based on the specific timelines provided in Chapters 3 through 6 of this report. 

Based on our observations in the four selected school districts, MGT proposes the following recommendations be implemented on a statewide basis in Washington public schools to increase profitability for child nutrition operations.
OBSERVATION
There are many staff reporting directly to the central administration for two of the school districts reviewed. This structure requires the central administration manager for child nutrition to oversee daily operations in each kitchen, including staff-related issues and employee evaluations. If central administration must handle daily operations and staff evaluations for all employees, adequate time may not be available to focus and plan on major issues, such as monitoring food and labor costs, increasing meals per labor hour, increasing student participation, and increasing profitability for child nutrition operations throughout the school district.
MGT found that in District B, the Food Service Supervisor is responsible for the activities of the department.  The Food Service Supervisor reports to the Director of Auxiliary Services for District B.  Reporting directly to the Food Service Supervisor are one preparation kitchen manager, 14 elementary lead cooks, four middle school lead cooks, and two high school lead cooks. Also reporting to the Food Service Supervisor is a bookkeeper, two secretarial staff, and three drivers.

While the organization chart for District B implies that all lead cooks supervise food staff at each respective school, the Food Service Supervisor actually manages this staff. According to interviews, the union will not allow lead cooks to evaluate staff members, which means the Food Service Supervisor must conduct employee evaluations on all staff. This practice has the Supervisor evaluating employee performance on over 120 staff members during the school year, which equates to over three evaluations each week.  The District B structure does not allow adequate time for the Supervisor of the Food Service Department to handle other administrative duties.

Recommendation 1:
Provide staffing guidelines to limit the number of staff supervised directly by central office food service management.

With the implementation of this recommendation, a more efficient organizational structure would be in place statewide for Child Nutrition services. Kitchen managers and/or lead workers should handle daily operations and employee evaluations. If current structures require the district manager to handle responsibilities of daily, campus-level kitchen operations, the recommended organizational structure would provide for a more team-focused style of management since administrative duties would be more decentralized.  

Exhibit 7-1 provides an example of a best practice organizational structure. This example shows that managers of support kitchens should supervise lead workers at schools that they support. This structure alleviates the manager from handling daily operations and staff evaluations at each school.
EXHIBIT 7-1

PROPOSED CHILD NUTRITION ORGANIZATIONAL STRUCTURE

[image: image1.emf] 

Child Nutrition Manager   (1 per suppo rt kitchen)  

Accounting Technician  

Administrative  Secretary/Assistant  

Food Service Lead   (1 per school kitchen)    

Food Service Staff  

School  District    Senior Management  

Driver (s)  

Child Nutrition  Manager/Supervisor  

 


Source: Created by MGT of America, Inc., 2005.
OBSERVATION
In smaller school districts an effective approach can be implemented by using a shared position for the central office administration. This approach is considered a best practice for smaller school districts. 
MGT found the position of Food Service Supervisor in District D is a shared position with two half-time employees having responsibility for the activities of the department.  Both Food Service Supervisors report to the Assistant Superintendent for Business and Personnel in District D. All five lead cooks report to the Food Service Supervisors with school kitchen staff reporting to their respective lead cook.  

These two shared positions serving as the Food Service Supervisor work at a minimum of 20 hours per week, and salary with benefits are prorated based on a half-time position. These two staff members generally work more than 20 hours each and the school district is benefiting by having at least one supervisor, if not both, available during circumstances when one is ill or out on leave without having to pay additional salary and benefits.

Recommendation 2:

Consider shared Child Nutrition central office management or supervision positions in small school districts. 
Having two staff members share in the responsibility of central office management could assist smaller school districts throughout the state. Benefits and pay are equally divided so costs are not increased by this practice. Considerations for this type of structure include: having the strength of two creative individuals, coverage availability in case of illness or vacation, overlapped schedules provide double coverage as needed, and in one particular school district, the campus-based staff prefer having two different managers available for them.
Exhibit 7-2 shows the benefits, as indicated in District D, of this type of organizational structure for smaller school districts, which can be considered a best practice for smaller school districts. 
OBSERVATION
Each of the four selected school districts has child nutrition staff represented by local unions or collective bargaining units. As indicated during interviews, this practice provides unions control over the rate of pay for each employee, regardless of productivity and also presents a situation of promoting based on tenure rather than education, performance, or ability of staff.

This practice prevents school districts from promoting the best-suited staff and also limits the ability to remove nonproductive staff who may contribute to lowering the meals per labor hour rate, which decreases the opportunity for child nutrition operations to be more profitable.

EXHIBIT 7-2

DISTRICT D
JOB SHARE BENEFITS AND CONSIDERATIONS

	Benefits

· Capitalizes on strengths of two individuals.

· Food service has significant deadline(s) each school day – job sharing allows physical ability to be in two places at the same time.

· Collaboration allows for improved decision-making and brainstorming with two idea sources and sounding boards.

· Creates synergy:

· greater energy expended in compact time period

· more than 40 hours typically invested by two individuals.

· Increased creativity

· Greater problem-solving ability – issues one person cannot deal with along become issues for administration.

· Position remains covered even in illness, vacation, or emergency.

· Allows greater availability to parents, teachers, students, administrators

· Overlapped schedule provides double covering during ‘crunch time.’

· Greater ability to add additional projects (such as child/teacher surveying, staff inservicing, classroom education, networking).

· Preferable to kitchen staff’s.

· Reduction in full-time employee ‘burn-out.’

· Would maintain current supervisor with extensive school FS background in preferred work schedule while adding new ideas, vantage point, and expertise.

Consideration

· Cost

· duplication of employee benefits for optional and dental coverage.

· may be offset by ’40 hour investment by employees in shared position and synergy.

· Communication

· potential for communication challenges when working with two individuals.

· Improvements in communication can be targeted and might include:

· Common email for ‘Foodservice Supervisor’ for all administrative messaging

· Both employees working on-site

· Overlapping of schedules for continuity.

· Regularly scheduled administrative meetings with both employees (such as 15-20 minutes weekly)


Source:  District D, Food Service Department, 2005.
Recommendation 3:

Establish performance measures for staff as part of union bargaining agreements.

School districts should work with unions and collective bargaining units representing Child Nutrition Staff throughout the state to establish performance measures as part of their evaluations. Measures should include tangible and not subjective measures so that staff can clearly see where improvements are needed. This recommendation will provide for a more productive Child Nutrition workforce throughout the State.

OBSERVATION
Three of the school districts involved in this study have goals for child nutrition operations, but not strategic plans. The fourth district has neither goals nor strategic plans. Strategic plans provide detailed action plans to assist in reaching goals of a department.  The absence of a strategic plan for child nutrition can put a school district in a situation of continuing business as usual without reaching goals or understanding why goals have not been reached. 

Strategic planning should become the centerpiece for child nutrition activities from the perspective of responsibility for ensuring that all related planning processes and effective plan monitoring are ongoing processes.  

Recommendation 4:
Create a strategic plan which outlines campus targets for student participation, labor and food costs.

A strategic plan will provide a working tool to enable Child Nutrition Departments throughout the State of Washington to establish goals. Firmly established measurable goals will form frameworks for achieving student participation, labor and food costs to the desired levels. Implementation strategies can then be developed to aid in the achievement of strategic goals. 
Student participation goals should be set at a minimum of 25 percent of the average daily membership, by school, for breakfast meals served; and 50 percent of the average daily membership, by school, for lunch meals served. 
Plans should be based on goals and objectives that are measurable and achievable with staff being held accountable for meeting these goals and objectives.
Exhibit 7-3 shows the increased revenue based on 2003-04 participation and revenue figures that the four selected school districts should incur by implementing this recommendation. 
EXHIBIT 7-3

INCREASED REVENUE FOR STUDENT PARTICIPATION

FOR THE SELECTED SCHOOL DISTRICTS

	 

School 

DISTRICT
	 

BREAKFAST
	LUNCH 

	
	2003-04 

PARTICIPATION 

RATE
	2003-04 

ACTUAL 

REVENUE
	PROPOSED

25 PERCENT 

PARTICIPATION
	 2003-04 

PARTICIPATION 

RATE
	2003-04 
ACTUAL
 REVENUE
	PROPOSED
 50 PERCENT 
PARTICIPATION
	TOTAL
INCREASE 
IN REVENUE

	District A
	11%
	$251,416 
	$525,933 
	44%
	$975,226 
	$1,114,616 
	$413,907 

	District B
	6%
	$103,414 
	$421,133 
	48%
	$1,022,992 
	$1,105,653 
	$400,380 

	District C
	13%
	$327,797 
	$662,173 
	46%
	$1,493,388 
	$1,570,480 
	$411,468 

	District D
	8%
	$65,956 
	$187,521 
	44%
	$369,595 
	$417,902 
	$169,872 

	Total
	-
	$748,583 
	$1,796,760 
	-
	$3,861,201 
	$4,208,651 
	$1,395,627 


Source: OSPI and MGT Analysis, 2005.
As shown in the exhibit:

· District A should see an increase of $274,517 in breakfast revenue, and an increase of $139,390 in lunch revenue, which is a $413,907 annual increase;

· District B should see an increase of $317,719 in breakfast revenue, and an increase of $82,661 in lunch revenue, which is a $400,380 annual increase;

· District C’s increase should be $334,376 in breakfast revenue, and an increase of $77,092 in lunch revenue, which is a $411,468 annual increase; and
· District D should see an increase of $121,565 in breakfast revenue, an increase of $48,307 in lunch revenue, which is a $169,872 annual increase.

Exhibit 7-4 shows the projected increased revenue for student participation in the State of Washington with the implementation of this recommendation. Revenue was projected based on the 2003-04 school year’s calculated percentage of participation to current revenue and then with the proposed participation rate since average costs per meal vary between school districts.
EXHIBIT 7-4 

PROJECTED INCREASED REVENUE FOR ALL 
WASHINGTON SCHOOL DISTRICTS

	 

BREAKFAST
	LUNCH
	TOTAL INCREASE IN REVENUE

	2003-04 

PARTICIPATION 

RATE
	2003-04 

ACTUAL 

REVENUE
	PROPOSED 

25 PERCENT 

PARTICIPATION
	2003-04 

PARTICIPATION 

RATE
	2003-04 

ACTUAL 

REVENUE
	PROPOSED

 50 PERCENT 

PARTICIPATION
	

	17%
	$3,832,608
	$5,636,200
	44%
	$35,823,663
	$40,708,700
	$6,688,629


Source: OSPI and MGT Analysis, 2005.
As shown in this exhibit:

· annual breakfast revenue should increase by $1,803,592 or 47 percent; and

· lunch revenue should increase by $4,885,037 or 0.14 percent on annual basis.

OBSERVATION
Formal preventative maintenance and replacement policies for all child nutrition-related equipment are not in place at the four selected school districts. A particular school district has refrigeration units on preventative maintenance with a contractor. One school district noted that maintenance staff repair equipment quickly, while another school district employee was told to hold a dishwasher together using duct tape until replacement parts could be found.
This reactive style of equipment maintenance may cause a decline in staff productivity and student participation due to equipment failure. Another concern for not having a preventative maintenance and replacement policy is the potential harm to staff when equipment may be failing. For instance, one district employee reported being told to place newspaper down on wet areas of the kitchen floor after a refrigeration unit failed to perform. This response creates a safety hazard for all staff.
Recommendation 5:

Develop comprehensive preventative maintenance and replacement policies for kitchen equipment.

A comprehensive preventative maintenance plan will help reduce or eliminate downtime from breakage on older equipment. This policy will also make child nutrition departments aware of equipment that will need to be scheduled for replacement.  The implementation of this recommendation should allow for less reliance on internal maintenance staff for emergency repairs.

OBSERVATION 

Only two of the school districts monitor meals per labor hour on a routine basis, and one other school district reviews the information on an annual basis after manual calculations. 
Meals Per Labor Hour (MPLH) measures the average number of full meals and meal equivalents served divided by the number of employee hours worked. Benchmark levels were used to compare with the data provided by school district. Each district has at least one site above benchmark levels for MPLH, excluding District D, since they do not capture this data.
For instance, District A uses a meals per labor hour (MPLH) calculation as a guide for variable hours regarding the production and serving of meals. Based on this methodology, elementary schools should be in the 21-35 MPLH, 18-30 MPLH for middle schools, and 15-29 MPLH for high schools. Staff hours are then calculated based on these ranges in order to determine the hours needed. Based on the calculations of fixed and variable, 103.05 hours are needed for all elementary schools, 42.7 hours for middle schools (with the exception of School 15A as it serves as a support kitchen), and 188.28 for the high schools, along with School 15A, which are identified as cluster cooking schools or support kitchens.

Exhibit 7-5 shows the average number of lunches served during October 2003, budgeted allocation of staff hours based on the District A staffing model, actual staff hours, MPLH for lunches served, industry benchmark staffing hours, and the over/under staff hours as compared to benchmark data for each campus. As shown:

· six elementary schools are below the allocation of hours;

· two middle schools are below the allocation of hours;

· only one high school is below the allocation of hours;

· six elementary schools are below the average MPLH of 26.84;
· one middle school is below the average MPLH of 20.49; and
· one high school is below the average MPLH of 13.46.
Exhibit 7-5
DISTRICT A
average number of lunches served 
October 2003
	SCHOOLS
	AVERAGE
NUMBER OF
LUNCHES
SERVED PER
DAY
	STAFFING
HOURS
ALLOCATED
	ACTUAL
TOTAL
HOURS –

LUNCH*
	MEALS
PER
LABOR
HOUR
(MPLH)
	INDUSTRY
BENCHMARK
ON STAFF
HOURS
	STAFF
HOURS
OVER/UNDER
BENCHMARK

	School 1A**
	186
	5.84
	7.24
	25.69
	15.50
	(8.26)

	School 2A**
	244
	6.91
	8.12
	30.05
	17.43
	(9.31)

	School 3A**
	198
	8.00
	6.97
	28.41
	16.50
	(9.53)

	School 4A**
	90
	4.00
	3.72
	24.19
	9.00
	(5.28)

	School 5A**
	221
	8.25
	8.21
	26.92
	15.79
	(7.58)

	School 6A**
	154
	6.50
	6.21
	24.80
	12.83
	(6.62)

	School 7A**
	122
	4.00
	4.27
	28.57
	11.09
	(6.82)

	School 8A**
	152
	5.25
	5.57
	27.29
	12.67
	(7.10)

	School 9A**
	170
	7.00
	6.80
	25.00
	14.17
	(7.37)

	School 10A**
	163
	7.19
	5.92
	27.53
	13.58
	(7.66)

	School 11A**
	235
	7.60
	8.41
	27.94
	16.79
	(8.38)

	School 12A**
	212
	7.75
	7.92
	26.77
	15.14
	(7.22)

	School 13A**
	214
	6.81
	8.30
	25.78
	15.29
	(6.99)

	Elementary School Average
	182
	6.55
	6.74
	26.84
	N/A
	N/A

	School 14A
	257
	12.00
	11.77
	21.84
	16.06
	(4.29)

	School 15A**
	316
	35.60
	35.37
	8.93
	19.75
	15.62 

	School 16A
	340
	11.25
	13.39
	25.39
	18.89
	(5.50)

	School 17A
	375
	13.75
	14.54
	25.79
	20.83
	(6.29)

	Middle School Average
	322
	18.15
	18.77
	20.49
	N/A
	N/A

	School 18A**
	507
	37.69
	43.05
	11.78
	29.82
	13.23 

	School 19A**
	739
	53.76
	50.84
	14.54
	38.89
	11.95 

	School 20A**
	544
	36.61
	38.68
	14.06
	32.00
	6.68 

	High School Average
	597
	42.69
	44.19
	13.46
	N/A
	N/A


Sources: District A, Food Service Department, 2005; and Controlling Costs in the Food Service Industry, Third Edition, 2000.
*Hours based on actual hours less allocated time for breakfast.

**Support kitchen sites/cluster cooking schools.
Exhibit 7-6 shows the MPLH for the elementary and secondary schools for District B in the 2003-04 school year and compares to the benchmark MPLH.

As shown in the exhibit:

· elementary MPLH range from 11.04 (School 2B) to 35.08 (School 4B);
· all elementary schools in District B exceed the benchmark MPLH;
· secondary MPLH range from 10.55 (School 14B) to 28.45 (School 13B); and

· only School 16B exceeds the benchmark MPLH for the school district.

District C does not have a formal staffing methodology for food service operations; however, meals per labor hour are analyzed by campus on a monthly basis. 

EXHIBIT 7-6
DISTRICT B
LUNCH MEALS PER LABOR HOUR

2003-04 SCHOOL YEAR
	SCHOOL
	MEALS PER LABOR HOUR
	BENCHMARK MEALS PER LABOR HOUR
	OVER/(UNDER) BENCHMARK MEALS PER LABOR HOUR

	School 1B
	23.85
	15.00
	8.85 

	School 2B
	11.04
	10.00
	1.04 

	School 3B
	13.77
	12.00
	1.77 

	School 4B
	35.08
	15.00
	20.08 

	School 5B
	21.46
	13.00
	8.46 

	School 6B
	33.64
	16.00
	17.64 

	School 7B
	25.2
	16.00
	9.20 

	School 8B
	28.47
	15.00
	13.47 

	School 9B
	28.99
	15.00
	13.99 

	School 10B
	27.47
	14.00
	13.47 

	School 11B
	27.55
	14.00
	13.55 

	School 12B
	33.76
	14.00
	19.76 

	School 13B
	11.2
	16.00
	(4.80)

	School 14B
	10.55
	15.00
	(4.45)

	School 15B
	14.2
	16.00
	(1.80)

	School 16B
	13.52
	12.00
	1.52 

	School 17B
	12.79
	16.00
	(3.21)

	School 18B
	14.36
	17.00
	(2.64)

	School 19B
	15.21
	20.00
	(4.79)



Source:  District B, Food Service Department, 2005.

Exhibit 7-7 shows the average number of breakfasts and lunches served in District C during October 2003, MPLH for lunches served, industry benchmark for MPLH by the respective kitchen type (finishing versus cooking kitchen), and the over/under staff hours as compared to benchmark data for each campus. As shown:

· all of the elementary and middle schools are above the benchmark levels for meals per labor hour.
· two of the four high schools report above the benchmark levels for meals per labor hour; and
· and two high schools report below the benchmark levels for meals per labor hour (School 18C 3.39 and School 20C, 1.07).
Exhibit 7-7
DISTRICT C
average number of breakfasts and lunches served
during October 2003

	SCHOOLS
	AVERAGE 
NUMBER OF 
BREAKFASTS 
SERVED 
PER DAY
	AVERAGE 
NUMBER OF 
LUNCHES 
SERVED 
PER DAY
	TOTAL
 LUNCH 
MEALS 
PER 
LABOR
 HOUR
	INDUSTRY 
BENCHMARK 
ON MEALS PER 
LABOR HOUR 
(LUNCH)
	MEALS
 PER LABOR 
HOUR 
OVER/UNDER 
BENCHMARK 

	School 1C
	71
	265
	38.48
	16
	22.48 

	School 2C
	118
	272
	40.26
	16
	24.26 

	School 3C
	111
	292
	44.74
	16
	28.74 

	School 4C
	60
	267
	37.83
	16
	21.83 

	School 5C
	0
	211
	29.12
	15
	14.12 

	School 6C
	131
	389
	51.87
	18
	33.87 

	School 7C
	80
	236
	35.44
	15
	20.44 

	School 8C
	66
	211
	31.35
	15
	16.35 

	School 9C
	0
	262
	32.75
	16
	16.75 

	School 10C
	66
	221
	32.61
	15
	17.61 

	School 11C
	73
	313
	44.51
	18
	26.51 

	School 12C
	61
	258
	36.78
	16
	20.78 

	School 13C
	66
	256
	36.89
	16
	20.89 

	Elementary School Average
	69.25
	265.52
	37.89
	N/A
	N/A

	School 14C
	217
	621
	36.64
	18
	18.64 

	School 15C
	122
	555
	32.20
	17
	15.20 

	School 16C
	139
	567
	35.14
	17
	18.14 

	Middle School Average
	83.71
	335.75
	34.66
	N/A
	N/A

	School 17C
	453
	43
	16.17
	12
	4.17 

	School 18C
	206
	331
	12.61
	16
	(3.39)

	School 19C
	110
	369
	20.97
	16
	4.97 

	School 20C
	109
	327
	14.93
	16
	(1.07)

	High School Average
	136.39
	343.21
	16.17
	N/A
	N/A


Sources:
District C, Nutrition Services, 2005; and

Controlling Costs in the Food Service Industry, Third Edition, 2000.

*Central kitchen for the district.

District C Public Schools is within best practice levels for percentage of labor cost to total revenue.
Recommendation 6:
Establish a policy on meals per labor hour (MPLH) to implement benchmark staffing levels.

Staffing levels should be based on the number of meals served by kitchen type. These levels are shown in Exhibit 7-8.

The implementation of this recommendation should ensure that enough staff are available to serve students yet should prevent the overstaffing of school kitchens. This practice should provide cost savings in school districts that are currently overstaffed.

EXHIBIT 7-8
MEALS PER LABOR HOUR BENCHMARK LEVELS

BY CONVENTIONAL AND CONVENIENCE SYSTEMS
	Meals Served
	Conventional System
	Convenience System

	Up to 100
	10
	12

	101 - 150
	11
	13

	151 - 200
	12
	14

	201 - 250
	14
	15

	251 - 300
	15
	16

	301 - 400
	16
	18

	401 - 500
	17
	19

	501 - 600
	17
	19

	601 - 700
	18
	20

	701 - 800
	19
	22

	801 - 900
	20
	23

	          901 - Up
	21
	23


                          Source: Controlling Costs for School Food Services, Third Edition, 2000.
OBSERVATION
Policy and procedure manuals provide a consistent tool for staff to consult when questions arise or if an employee is absent, yet only two of the selected school districts maintain an extensive policy and procedure manual.
For example, the Food Service Department in District A has an extensive policy and procedure manual which is distributed to all campus kitchens.  This manual includes training materials, memos pertaining to kitchen staff, procedures for handling and storing food, and personnel procedures as well as a calendar of scheduled meetings and training.
The Food Service Department in District B has a Food Service Operation (FSO) manual which is distributed to all kitchens.  This manual includes procedures at each school level, operational procedures and forms, and safety and sanitation procedures.  Operational manuals provide the Food Service Department with standard procedures which assist in a smooth transition when staff is replaced or absent.  This improves participation, as students can be assured that even when staff is changed, the food provided will be consistent.

The sections of the Food Service Operation (FSO) manual include:

· Section I deals with revenue and accounting procedures.  This includes detailed duties and procedures for each school level (elementary, junior high, high school), procedures for special events such as field trips and barbecues, and cash handling procedures.

· Section II is operation procedures and forms.  There is an extensive list provided of forms from order sheets to inventory.  There are forms for absences, time sheets, ticket sales, and vending.

· Section III is safety and sanitation requirements.  These include food handling and preparation, personal hygiene, pest control, and toxic materials.

The Nutrition Service Department in District C has operational procedures in place, but they are kept in various locations.  There is no comprehensive manual for food services.  The Nutrition Service Department has a packet that is handed out to Kitchen Managers and staff at the beginning of the school year, which includes standards and expectations, procedures for reporting absences, handling leftover foods, and meal planning.

This packet is also given to employees who are promoted to Elementary Lead or Kitchen Manager positions during the school year.  The packet is updated each year to reflect any changes in food-based menu planning
Recommendation 7:

Create comprehensive procedure manuals for each school district and have copies of manuals at each campus kitchen.
A comprehensive procedures manual will provide a consistent working tool for employees to consult should there be questions on proper procedure for any situation that might develop.  A procedures manual will eliminate searching for the proper procedures and reduce time loss in case of an event, such as equipment breakage or employee illness. The implementation of this recommendation should eliminate delays for serving meals to students and the potential decline in student participation rates.
District A has an extensive policy and procedure manual that is distributed to all campus kitchens, which should be considered a best practice for child nutrition operations.

OBSERVATION
Effective training and cross training programs are essential for successful child nutrition operations; yet, not all of the school districts promoted this type of program. 
When an employee is absent, effective training and cross training eliminates delays in preparing and serving meals to students. The lack of training can cause substantial setbacks with food preparation, meal serving, cash collection, deposits, and clean-up activities. These setbacks can deter students from participating in the meal program and may increase labor hours - both of these consequences are costly to a school district.
MGT found that the Nutrition Service Department in District C has contracted with SFSPAC to carry out monthly training exercises.  These exercises are conducted at the site level.  Chemical testing  is carried out, such as testing the levels in the sanitizing solution, and kitchen workers are given on-site training at that time.  All kitchen employees are not aware that this training is taking place.  Several staff reported having received no training from SFSPAC, yet the record manual details the type of training provided at the site visit, as well as how many kitchen staff members were trained.  
No training was reported regarding issues such as inventory, special diets, meal count procedures, emergency procedures and customer service.
The other three school districts have successfully implemented training programs that are required for all staff.
Recommendation 8:

Implement effective training and cross training programs for all food service employees on daily operations.

Employees are more effective when adequately trained.  Well-trained employees are less likely to get injured on the job and to make errors in food preparation that can result in illness.  All staff should be cross-trained in order to eliminate delays in serving students due to employee absenteeism or tardiness, which can reduce student participation rates and local revenue. When employees are required to pay their own way to training seminars, they are unlikely to attend.  A district policy that allows reimbursement for reasonable expenses would boost attendance at these events, resulting in well-trained employees.
In District B, the Food Service Department requires employees to attend ServSafe training.  Currently 69 employees have completed the training.  ServSafe is a national program which teaches current FDA Food Code requirements, food handling and food safety.  This training encompasses all levels of the Food Service Department including; manager training and certification, manager training instruction, ServSafe instructor training, and ServSafe employee training.

District D Public Schools conducts formal training for food service personnel consisting primarily of an annual program in conjunction with neighboring districts.  The sessions are established through the regional cooperative and are targeted toward specific training needs as determined by the Food Service Supervisors. The upcoming training (Summer 2005) will focus on the “serve safe” program.  Informal training activities occur regularly through monthly safety meetings, lead cook meetings and small group team building sessions.  In addition off-site visits have been held so staff can maintain awareness of possible ways they can improve their services.  
Both of these school districts have training programs that could be used as model for public school districts throughout the State of Washington.

OBSERVATION
Exhibit 7-9 shows the actual number of claims and expenses related to workers’ compensation claims among the selected school districts for the 2001-02 through 2003-04 school years. 

As shown in the exhibit:

· District A reports the lowest number of claims for each of two of the three years and the lowest in expenses for all three years;

· District B reports the highest number of claims and expenses for all three years among the comparison school districts;

· District C reports the average number of claims and is below the comparison average for expenses during the three-year period; and
· District D reports well below the average in the number of claims and expenses during the three-year period expenses for all three years among the comparison school districts.
EXHIBIT 7-9
WORKERS’ COMPENSATION ANALYSIS

FOR COMPARISON SCHOOL DISTRICTS

2001-02 THROUGH 2003-04 SCHOOL YEARS

	School

DISTRICT
	2001-02
	2002-03
	2003-04

	
	Number of
Workers'
Compensation
Claims
	Workers'
Compensation
Claim Expense
	Number of
Workers'
Compensation
Claims
	Workers'
Compensation
Claim
Expense
	Number of
Workers'
Compensation
Claims
	Workers'
Compensation
Claim
Expense

	District A
	0
	$0 
	0
	$0 
	5
	$2,012 

	District B
	16
	$24,616 
	17
	$50,139 
	16
	$97,287 

	District C
	7
	$11,625 
	6
	$6,136 
	8
	$14,311 

	District D
	5
	$18,970 
	1
	$899 
	2
	$7,202 

	School 
District
Average
	7
	$13,803
	6
	$14,294
	8
	$30,203


   Source: Selected public school districts, 2005.
Recommendation 9:

Require all food service employees and drivers to attend safety training on an annual basis to minimize workers’ compensation claims. 
School districts throughout the State should reemphasize the need for safety precautions of all Child Nutrition staff. Child Nutrition staff are particularly vulnerable to accidents and injuries due to the nature of their jobs; thus, it is important for staff to be trained on an annual basis for safety in the workplace. Staff should also be informed of the associated costs to the school district when employees are injured due to health and workers’ compensation insurance premiums, time off, substitution of staff, decreased meals per labor hour, and possibly student participation reductions. 

OBSERVATION
A major component for sound financial practices in child nutrition operations concerns food and labor costs. Of the four selected school districts, two have made concentrated efforts to keep food and labor costs within best practice levels. 

Best practices indicate that food costs should be at or below 36 percent of revenue and labor costs at or below 40 percent of revenue. Exhibit 7-10 shows the food and labor costs, revenue, along with percentages of each compared to best practice recommendations for the four selected school districts reported during the 2003-04 school year. 

The exhibit shows:

· District A and District B are above best practice levels for both labor and food costs during the 2003-04 school year; and
· District C and District D are reporting best practice levels for both labor and food costs during the 2003-04 school year.
Recommendation 10:

Establish a plan that food costs should be less than 36 percent of Child Nutrition revenue and labor costs should be less than 40 percent of Child Nutrition revenue by school district.

Best practices indicate that food costs should be capped at 36 percent and labor costs at 40 percent of revenue collected for food service. All school districts should evaluate the food costs by establishing more selective purchasing, effectively using commodities or purchasing cooperatives, where available decreasing a la carte options, and limiting menu choices at schools. Meals should be consistent across a school district. The only foods that should be excluded from commodities or purchasing cooperatives are fresh produce, bread and dairy products. The implementation of this recommendation should better align child nutrition costs with best practices for a more profitable operation locally and statewide. In fact, the State of Washington should see an increase in cost savings for both labor costs and food costs as indicated in Exhibit 7-10.
EXHIBIT 7-10
FOOD, LABOR, AND REVENUE COMPARISON TO BEST PRACTICES

FOR THE SELECTED SCHOOL DISTRICTS AND THE STATE OF WASHINGTON

2003-04 SCHOOL YEAR

	SCHOOL 

DISTRICt
STATEWIDE
	Total 
Labor 
Costs
	Total 
Food 
Costs
	Total 
Revenue
	Percentage
 of Labor 
Costs to 
Total 
Revenue
	Total Labor Costs According to Best Practices
	Cost 
Savings 
for Labor 
Costs
	Percentage 
of Food 
Costs to 
Total 
Revenue
	 Total 
Food Costs 
According 
to Best Practices
	Cost 
Savings
 for Food 
Costs
	Total Cost Savings

	District A
	$1,307,361
	$1,137,822
	$2,635,392
	49.6%
	$1,054,157
	$253,204
	43.2%
	$948,741
	$189,081
	$442,285

	District B
	$1,530,256
	$1,194,522
	$2,725,111
	56.2%
	$1,090,044
	$440,212
	43.8%
	$981,040
	$213,482
	$653,694

	District C
	$1,083,319
	$1,037,412
	$2,921,765
	37.1%
	$1,168,706
	-$85,387
	35.5%
	$1,051,835
	-$14,423
	-$99,810

	District D
	$373,095
	$385,642
	$935,465
	39.9%
	$374,186
	-$1,091
	41.2%
	$336,767
	$48,875
	$47,784

	Statewide
	$123,231,921
	$110,528,581
	$262,181,249
	47.0%
	$104,872,500
	$18,359,421
	42.2%
	$94,385,250
	$16,143,331
	$34,502,753


Source: OSPI and MGT Analysis, 2005.

As also shown in Exhibit 7-10:

· the State of Washington should report a labor cost savings of over $18 million and a food cost savings of $16 million per year; and

· the total cost savings projected statewide is $34.5 million per year.

OBSERVATION

Food costs will be excessive if meals are prepared and not served, which is evident in school districts not communicating the meal counts for elementary and middle school students. According to staff at the selected school districts, food is thrown away when child nutrition staff are not notified of entrée choices, absences, and field trips, yet food is prepared for all students. If meal counts by entrée selection are not provided, food and labor costs will remain higher than needed since food will continue to be thrown away.

During on-site visits to campus kitchens and cafeterias in District A Public Schools, our consulting team was informed on several occasions that food service staff were not notified of field trips taken by students until the day of the field trip. This practice requires food service staff to prepare food that will more than likely be thrown away since counts will be substantially lower for each class not on campus during lunch. This is an inefficient and costly use of food and labor.

It was also noted during on-site visits in District A, elementary and middle school classroom teachers do not provide entrée choices per student requests for lunch that day. Some school districts in Washington provide counts by class of which hot entrée students were anticipating having for lunch to avoid wasting food and labor costs associated with cooking and preparing each meal.

During on-site visits to campus kitchens and cafeterias in District B, our consulting team was informed that school classroom teachers were providing the number of entrées students wanted for lunch that day. Also noted was that food service staff were notified of tentative field trips prior to the trip. No lunches are provided for students while on field trips unless a special arrangement has been made due to sanitation, refrigeration, and convenience issues. While this practice eliminates food and labor costs for students not on campus, it does not include these students for reimbursements on student participation. 

Recommendation 11:

Establish guidelines for school administration to provide daily lunch counts and field trip notices two weeks in advance.
Teachers and school administrators should be providing food service staff daily classroom schedules to ensure food is ordered, cooked and prepared to serve only the number of students who will be on campus during lunch. Notification should be given within one week prior to the scheduled field trip, which should not present a problem since parents must be notified to provide consent for students attending the off-campus activity. 

Each morning, classroom teachers should be asking students which entrée they anticipate having for lunch. Counts by entrée, and class should be electronically mailed to school administration. The school secretary should then accumulate the information or delivered and create a count, by class and entrée type of report and provide to food service staff as early as possible. District D Public Schools has implemented a best practice related to daily counts and field trip notifications. 
OBSERVATION
While open campuses sound like a good idea for students, it discourages participation in the National School Lunch program, as in the case of the school districts providing input into this study. 

Closed campuses provide additional safety to students and create a more controlled environment for school administrators since students will not be leaving for lunch each day. Closed campuses also can create increased student participation, resulting in more reimbursement funding for the school district.

For example, District A Public Schools has an open-campus policy.  The individual high schools determine which students will be permitted to leave campus at lunch time.  School 18A and School 19A High Schools allow only seniors to leave campus.  School 20 has an open campus, which allows all grade levels to eat lunch off-site.
Open campus directly influences participation rates, particularly at School 20, which is in close proximity to a number of fast-food restaurants.  The Kitchen Manager stated that “once the freshmen find out they can leave, they’re gone.”

In contrast, District C Public Schools has a closed-campus policy.  The official policy reads:  “Students shall remain on school grounds from time of arrival until close of school unless officially excused.”  However, on the high school level, this policy is only enforced at one school, School 17C.  District C permits the principals at the high schools to determine whether they will enforce the policy and to what degree it is enforced.  For example, at School 18C l, the student manual states that:

School 18C does not have an open campus:  we do have an open lunch privilege for 11th – 12th grade students.  This allows Juniors and Seniors to leave the campus at lunch, but they are expected to report on time to class after lunch.

School 19C operates a similar policy, permitting juniors and seniors to leave campus at lunch, as well as freshmen and sophomores who live within a two-block radius of the school.  School 20C allows sophomores, juniors and seniors to leave campus and the closed campus policy is only enforced for freshmen.

Recommendation 13:

Require and enforce closed campus policies at each school.
Open campuses, in addition to lowering participation rates, create additional safety and control issues.  The school loses control of where the student is going and what he or she is doing during the lunch period.  Closed campuses guarantee student safety and will encourage increased participation in the National School Lunch program. While some schools will want to continue to extend the open campus concept to seniors, privileges should be controlled and granted to only seniors. 
OBSERVATION
Catering programs can enhance school district profits by many thousands of dollars, but is not the case in the four selected school districts. These school districts offer informal catering services, provide minimal amount of revenue, and not all differentiate these catering expenses from general operations. If these practices continue, substantial revenue is not likely for the school district or the State of Washington’s public schools. 
Currently, none of the selected school districts have brochures listing services, menus, and prices to advertise a Catering Program, and rely on word-of-mouth to obtain orders. 

District B holds barbecues each spring that are held at participating schools and are open to the community. Spaghetti dinners are also held at schools during open house or for PTA meetings.

The Nutrition Services Department for District C offers a catering service program, as indicated on their Web site, through School 20C for catering meetings.  

Recommendation 13:

Formalize catering programs and differentiate accounting information for revenues and expenditures from general food service operations.
A successful catering program has the potential to bring in hundreds of thousands of dollars of revenue depending on the aggressiveness of the marketing efforts. Central office management for child nutrition should develop a brochure by school district, containing descriptions of different types of platters or combinations of items that can be served and the corresponding prices.    

School districts should differentiate catering expenditures from general food service costs through the general ledger. Revenues and expenditures should be reported on the Profit and Loss Statements for each school district. This practice will ensure that the catering program operates profitably through efficient operation and proper pricing for services.
When kitchen employees are used for catering purposes, the child nutrition departments must be reimbursed for the amount of staff labor that was utilized.  This is above and beyond the price of the food served, and should be listed on the brochure.  For instance, if a Kitchen Manager or Lead Worker caters a Board meeting and stays for the meeting to assist in serving, the cost center responsible for the event should be billed accordingly if staff time are used over normal working hours.
The implementation of this recommendation should allow for a best practice in child nutrition and increase revenue for each school district throughout the State of Washington.

OBSERVATION
Sound financial practices are necessary when collecting, counting, and depositing cash receipts for school cafeterias; however, several of the selected school districts are not using generally accepted accounting practices and procedures. While each of the school districts are fortunate that theft has not been an issue, tighter controls are needed.
As an example, District A Cooking Cluster School Managers and Food Service Leads count currency and change from the point-of-sale registers immediately following breakfast or lunch serving times. Amounts are entered on-line by currency denominations, placed in a sealed bag displaying totals, and taken to the central office by the drivers transporting food and meals to the schools.   

As another example, in District B, there is one central kitchen in the school district that provides food to all elementary schools. The middle and high schools do their own food preparation and cooking.  Drivers transport food from the central kitchen to the elementary schools, and these drivers also transport cash receipts to the district office.  

The procedure for counting cash is problematic.  The schools are not permitted to count their own registers. They must place all cash into a bag, and it is transported to the central office where a single person counts it.  Schools do not find out if they were over or short for approximately three days.  In schools with multiple cash registers, it is then impossible to determine which register was short, and where the shortage occurred, due to an accounting error, a payment error, or theft at some point.  Money changes hands twice before it is counted.  

Cafeteria staff in District C count currency and change from the point-of-sale registers and amounts are reconciled to the point-of-sale report for that day.  A deposit slip is completed with one signature and placed with the cash and checks into a sealed bag. The food transportation driver delivers the sealed bag to the bank each afternoon. A copy of the point of sale report is sent to the Nutrition Services Department.

Recommendation 14:
Create a cash collection policy.
Additional counts and controls on cash receipts can minimize loss due to theft and also determine where overages/shortages are occurring.  If it can be traced to a specific employee, then further training can be given or disciplinary action taken, if necessary.

This recommendation requires that school districts create and enforce a policy to ensure that two persons per cafeteria count the cash tendered following each meal served. The policy should direct staff that two child nutrition employees must sign a document that is placed in a sealed bag after counting has been done by both staff members. Central administration staff should verify that this process is followed by reviewing documents for two signatures. Central administration and school-based managers should monitor this process to ensure compliance.  
The implementation of this recommendation would provide for generally accepted accounting practices and procedures and improve internal controls.
OBSERVATION
Point-of-sale systems work like a bank account using a debit cared with a personal identifiable number. These systems keep accurate accounting for all money deposited and spent, allows only one reimbursable meal, counts all second meals, a la carte purchases, and adult meals and can allow cafeteria payment lines to move faster as witnessed during on-site visits; however, each of the school districts are not using their point-of-sale tool to its fullest capability.
Point-of-sale reports are also used to create state and federal reimbursement claim forms, operation summaries by campus, edit checks with student approved applications, monthly summaries by campus, monthly sales by date, bank deposit sheets, transaction audits, and counts of inventory sold reports. 

District C Public Schools’ cafeteria staff count currency and change from the point-of-sale registers and amounts are reconciled to the point-of-sale report for that day.  A deposit slip is completed with one signature and placed with the cash and checks into a sealed bag. The food transportation driver delivers the sealed bag to the bank each afternoon. A copy of the point of sale report is sent to the Nutrition Services Department.

The Food Service Department in District D uses Lunchbyte to create state and federal reimbursement information, summaries by campus for monthly sales by date, total number of meals served by meal type and price, reimbursement calculations, and the type of payment used for purchases; however, additional reports have not been created to capture revenue by campus, meal and labor costs, and items sold.

Recommendation 15:

Urge the use of point-of-sale systems and the need to review management reports created with these systems to improve internal controls.
For a best practice in child nutrition, point-of-sale systems should be implemented in each school throughout Washington. Central management should produce and analyze reports created with these systems to continually monitor the child nutrition operations. Reports should include profit and loss data, number of meals served, food used per campus, meals per labor hour, and revenue collected by campus. Central administration decisions should be made based on data provided through these reports on a campus-by-campus basis and not just on a collective school district report since a decision for one school might not be profitable for another school. 
OBSERVATION
While fund raising activities are common practice, several directly compete with the National School Lunch Program as indicated during on-site visits to the selected school districts. If these practices continue, reimbursements may decline due to a decrease in student participation and cause a need to either reduce staff or borrow funds from their respective school district to cover expenses.
Vending is controlled by the Food Service Department in District A.  Where it can be avoided, non-nutritive vending machines are not present in the cafeteria areas.  In non-cafeteria areas, non-nutritive options are limited.  At one high school, there were four drink machines in the commons area.  Only one of the four sold carbonated beverages.  The remaining machines served juice, milk and water.  

There is limited competition from student stores.  One high school has minor competition, but the principal has imposed strict controls on the store.  They are not permitted to undercut cafeteria pricing.

District A has a high number of snack sales during the lunch hour.  Students may buy items such as cookies, chips, pretzels, and easy meals like “Cup of Noodles.”  One high school reported at least 450 sales per day for snack items.  

The Distributive Education Clubs of America (DECA) group in District B Public Schools runs a food store and competes with the Food Service Department for student participation. DECA programs earn a profit of $18-20,000 per year in District B.  One high school’s DECA program will bring in pizza on Fridays and attempt to undercut the cafeteria at times.  At this site, in particular, the cafeteria does not mind the pizza sales because “it takes the pressure off.”

The school district is imposing nutritional restrictions on the DECA program as of next year and will be eliminating a large number of items which are available at this time, such as candy and soda sales.  An additional concern to safety related to food(is that students are not required to have food handler permits.
The DECA group in District C, under the guidance of the school sponsor, has created a major competitive issue at School 18C.  This student store is situated in such a way that students must pass by it in order to reach the cafeteria through the commons.  The DECA Program sells similar foods to that of the cafeteria (e.g., pizza, salads) and undercuts the pricing in the cafeteria.  The DECA program surveys the students to find out what they want and then provides it.  This program takes in approximately $500 per day in sales.  Over an average school year, it will bring in approximately $90,000 in revenue, before expenses. 
The DECA Program has a business license; however, the advisor does not require the workers to have food handler permits.  These students are selling items that include cooked meat, such as chicken, but are not monitoring temperatures to ensure the chicken is being heated to an appropriate temperature.  Students serving ready-to-eat foods were not wearing gloves.  This is against Health Department policy.  

In District D, vending machines are located near the food service operations at each of the secondary schools.  In addition, student and parent organization concessions are located at or near the food service operations.  In some cases, the items sold overlap with those being sold by the Food Service Department.
Recommendation 16:

Establish a policy, consistent with national guidelines, to prohibit competitive food sales on school campus.

The practice of various student groups offering food sales as part of fund raising activities produces conflict with child nutrition efforts to maintain student meal participation rates and tend to decrease the reimbursements provided by the National School Lunch Program. These fund raising activities include student stores run by DECA programs, pizza or candy sales, and non-nutritional vending machines. 
The implementation of this recommendation will allow for District C to comply with the USDA’s guidelines concerning competitive food, which states:

State agencies and school food authorities shall establish such rules or regulations as are necessary to control the sale of foods in competition with lunches served under the Program.  Such rules or regulations shall prohibit the sale of foods of minimal nutritional value, as listed in the Appendix, in the food service areas during the lunch periods.  The sale of other competitive foods may, at the discretion of the State agency and school food authority, be allowed in the food service area during the lunch period only if all income from the sale of such foods accrues to the benefit of the nonprofit school food service or the school or student organizations approved by the school.  State agencies and school food authorities may impose additional restrictions on the sale of and income from all foods sold at any time throughout schools participating in the Program.

This practice should be prohibited since they directly compete with school district revenue and generally do not offer the same nutrition value as the meals served in the cafeterias.
OBSERVATION
Wait time for food selection impacts student participation in the National School Lunch Program, which was evident during on-site visits. While students could move quickly through the payment line, food selection was much slower and students attested to this practice when surveyed during lunch periods. If in-line wait time is not reduced, more students will likely use other avenues for lunches.
Schools in District C have different methods of reducing student-waiting time for food selection.  One elementary school staggers entry to the cafeteria in 5-10 minute intervals.  Other sites have separate lunch hours to improve flow through the cafeteria prior to payment.

Long lines are an issue for student participation.  Late-arriving students will stand for 15 minutes prior to reaching the serving area.  This practice leaves limited time for eating.  District C students reported that they would often opt for a vending machine rather than waiting in the lines.  Line speed is generally affected by student choice, and not kitchen service.

Recommendation 17:

Provide alternate serving line patterns to reduce wait times where needed.
An adjustment in the serving lines during food selection can ease congestion in school cafeterias.  Students should be able to go to the station that serves the food they want for lunch rather than having to wait in a single line.  Students can move through lines at a faster pace, which will leave them more time to eat their lunches, and should boost student participation.
OBSERVATION
Some school districts offer lunches at no charge to students who have qualified for reduced-priced lunches in order to increase student participation rates; however this is not the case in all of the four school districts taking part in this study. 
Many school districts find that it is cheaper to offer lunches at no charge to students qualifying for reduced-priced in order to gain their participation in the program.  Districts opting for this practice found increased participation since some students may not have had enough money to actually take part in the reduced-rate program.  Furthermore, these school districts offer nourishment to students who may otherwise go hungry.
For example, in District C, the “Free-Reduced” policy has helped with participation rates, yet the Nutrition Service Department has not implemented additional steps to increase student participation.  Menus are only adjusted based on what sells and student surveys are not conducted.
MGT conducted an informal survey of students for elementary and secondary schools during on-site visits. At the elementary level, students were consistently happy with the food choices; however the students at the middle and high school levels were dissatisfied.  District C relies heavily on commodity use, and as a result, provides routine offerings to secondary students.  Every day, students have the same choices, ranging from a chicken burger, to a salad.  One hot entrée is added to the menu for variety each day.  Students complained of a lack of variety.  When asked to clarify, they stated “it’s the same thing every day.”  

The Food Service Department in District D regularly attempts to find ways to increase student participation.  Student surveys are not conducted formally, but food service staff meets with students to discuss their satisfaction and get ideas.  Menus have been adjusted based on these sessions as well as what sells.  

Recommendation 18:
Conduct surveys at the secondary level to determine what offerings the students would prefer.
Providing menu items that the students want will boost participation.  Adjusting menus based on what sells is appropriate, but when the same offerings are made on a daily basis, participation rates tend to decline. School districts should continue to use USDA commodities in order to reduce food costs, but be able to provide variety depending on student feedback.

OBSERVATION
OSPI requires school districts to recognize all commodities as revenue upon receipt with an offset to expense upon use of such commodities. Each of the four school districts reviewed were in compliance of this requirement. 

Each of the four school districts indicate that recording commodities can provide an inaccurate accounting since revenue collected from the commodities is not consistent with the expenses under the current requirements from OSPI. 
Recommendation 19:

Establish a Reserve Fund Balance for Inventory account.
Best practices handle year-end accounting entries by offsetting the difference of inventory received and inventory used from the USDA commodities by using a Reserve Fund Balance for Inventory. For example, commodities received with an assigned value of $5,000 with a remaining inventory of $3,500 at year-end would be offset by a $3,500 entry to the Reserve Fund for Inventory after expending $1,500.  The year-end entries would be:

Revenue 





$5,000 credit

Expense 





$1,500 debit

Reserve Fund Balance for Inventory 

$3,500 debit
The remaining inventory balance would include $3,500. The Reserve Fund Balance for Inventory should always balance to the Inventory account for Child Nutrition.
This recommendation would provide an alternative to the current requirement from OSPI to recognize all commodities as revenue with an offset to expense upon receipt of such commodities. 
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