Vvieasuring Performance

The State Management Report Card for 2008

Governing.com March 2008 $4.50


https://core.ac.uk/display/71353017?utm_source=pdf&utm_medium=banner&utm_campaign=pdf-decoration-v1
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Gradin
States

THE MANDATE TO MEASURE

NFORMATION IS KING.
No single idea emerges more clearly
from year-long research done for the 2008
Government Performance Project. As al-
ways, this report focuses on four funda-
mental areas of government management: In-
formation, People, Money and Infrastructure.
But this year, the elements that make up the in-
formation category—planning, goal-setting, meas-
uring performance, disseminating data and eval-
uating progress—overlap with the other three
fields to a greater degree than ever before. Infor-
mation elements, in short, are key to how a state
takes care of its infrastructure, plans for its finan-
cial future and deals with the dramatic changes af-
fecting the state workforce.

Governors understand this. A growing num-
ber are now personally involved in improving the
way information is used to manage their states.
Ted Strickland, Ohio’s governor, began a “Turn-
around Ohio” plan that includes flexible per-
formance agreements with his agency heads.
Similarly, Maryland’s Governor Martin O’Malley
is building StateStat, a comprehensive means for
making decisions based on data, similar to his
CitiStat effort in Baltimore. He describes it as a
system “that actually sets goals and has the guts

to measure progress towards achieving those
goals. All of that with relentless follow-up.”

Of course, information alone doesn’t make a
well-managed state. With personnel turnover
rates on the rise and retirements looming, states
have to figure out ways to retain workers and
transfer accumulated knowledge to an ever-chang-
ing workforce. On the money front, structural bal-
ancing of budgets has been a real trick for states
that found themselves flush with cash last year,
onlyto see revenue streams wash away in the cur-
rent declining economy. Infrastructure mainte-
nance continues to be a bill that bedevils the
states. Even Minnesota, scene of lastyear’s deadly
bridge disaster, hasn’t quite come to terms with
what to do there. “We're no different from other
states in the amount of maintenance we need to
do,” says one Minnesota state legislator. “But it
feels like nobody’s figured out how to find the
huge amounts of money necessary, without cut-
ting back on more politically sensitive areas.”

All of this has led to a search for new solu-
tions to old problems. The Massachusetts De-
partment of Capital Asset Management, not
unlike many homeowners, has seen utility bills
grow. As a response, the agency arranged with
energy providers to reduce power usage on short
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notice during peak-demand periods, in ex-
change for cash. “The more kilowatts you
shed,” says Deputy Commissioner Mark
Nelson, “the more you get paid.” There’s a
double benefit here. Not only does it save
dollars, it saves energy.

The following reports on the 50 states are
full of such innovations, as well as recom-
mendations for ways in which states can
learn from each other. All of these were
gathered over the course of the pastyear, as
the GPP engaged in its fourth effort to eval-
uate all 50 states’ managerial capacity.

The approach this year was similar to the
one we used in past efforts: Teams of jour-
nalists and academics do the heavy lifting of
research and analysis. Once again, the print
version of the GPP that runs exclusively in
Governing is augmented by online infor-
mation at pewcenteronthestates.org/gpp.
That’s the place to go for more information
about the states, an in-depth explanation of
the grades, additional recommendations
we make and resources we suggest.

There have been some changes. This
year, for the first time, the GPP was created

under the auspices of the Pew Center on
the States, directed by Neal C. Johnson.
One of his goals for the GPP, he says, is “to
make sure that the grades are the begin-
ning of the conversation—notthe end.” As
such, anumber of initiatives are currently
being planned to work with the states to
help them learn from one another and im-
prove their management practices in years
to come.

We did something else a little bit differ-
ently. One staffer worked full-time for months
doingin-depth interviews with corrections de-
partments. The idea was to use their experi-
ences to help inform the broader manage-
ment conclusions reached in the process.
“Corrections departments may not be en-
tirely representative of a state’s management
expertise,” Johnson points out, “but they con-
tributed enormously to our sense of the
states, particularly in the areas of human re-
sources and information.”

It’s only natural that many will look to
the GPP exclusively for the grades. Butit’s
important to understand that the purpose of
the grades is to focus attention on the sub-

THE PEW CENTER ON THE STATES'
Government Performance Project

The Pew Center on the States (PCS)
identifies and advances policy solutions
to critical issues facing the states, in part
through the work of its Government
Performance Project. For almost a
decade, Pew, Governing magazine and a
group of academics have collaborated on
this project to assess the quality of man-
agement in state government. PCS has
provided the resources for both in-depth
reporting and academic research to
measure state performance in core areas.
PCS is an operating division of the Pew
Charitable Trusts.

The mission of the Government Per-
formance Project is to improve service to
the public by strengthening government
policy and performance. The project sys-
tematically evaluates how well states
manage employees, budgets and fi-
nance, and information—as well as en-
suring that roads, bridges and state
buildings are well planned and in good
repair. A focus on these critical areas
helps ensure that states’ policy decisions
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and practices actually deliver their in-
tended outcomes. The information, in
turn, helps state policy makers under-
stand the steps they can take and the pol-
icy changes they can make to strengthen
government performance.

Through research and analysis, such
as this 2008 State Management Report
Card, PCS provides continuing manage-
mentassessments and tools to solve prob-
lems and improve performance. This
year, in addition to the information con-
tained in these pages, the Project offers on
its Web site detailed briefing reports on
each state. These reports feature key rec-
ommendations to policy makers on how
to manage better, as well as links to best
practices in implementing those recom-
mendations. The Projectis exploring new
partnerships with policy makers and pri-
vate-sector leaders to pursue innovative
solutions in supportof these shared goals.

For more information visit
pewcenteronthestates.org/gpp.

stantive issues of state government man-
agement. Additionally, one of the underly-
ing maxims of the GPP has long been that
it’s as important to see where things work
poorly as where they work well.

A few years ago, Bill Gates noted that
some schools had done away with grades
and were giving students as many chances
as they needed to get the right answer.
Gates wasn’t buying that. “Your school may
have done away with winners and losers,”
he said, “but life has not”

Even so, we feel obliged to repeat, as we
have in each iteration of the GPP, the fol-
lowing critical caveat: Although the efforts
of many men and women were involved in
trying to get every grade—and every expla-
nation of that grade—right, it’s inevitable
that there will be honest disagreement.
While these instances can be painful, the
work has continued with the sure knowl-
edge that efforts that are totally risk-free
tend to accomplish nothing.

Moving Targets

Just a few years ago, states
would boast about their lat-
GRADE . .

est, cutting-edge piece of
B - technology.

Not anymore. Today, it’s
not the tools. It’s results.

One of those is transparency. In an era
when “trust in government” is at low ebb,
states are working to open up communica-
tions with their constituents. Last year in
Colorado, the offices of the governor, state
treasurer and controller published a trans-
parent report on state revenues and expen-
ditures. It gave everyone, and particularly in-
dividual taxpayers, a better understanding of
the budget. “That’s important, in the same
way it's important for investors in a company
to know how the company is performing,”
says Cary Kennedy, the state treasurer. “We
need to understand how the state is per-
forming without the spin.”

In Washington State, Governor Chris-
tine Gregoire held a series of town hall
meetings on the budget to communicate re-
sults to citizens and follow up on the budg-
etary priorities she had previously estab-
lished with much citizen input. “We want
to give concrete information about whether
adifference has been made orhasn’t,” Gre-
goire says. “We have struggled with this—
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how do you translate this in a way that really
resonates with the taxpayer?”

States also are making it significantly
easier for citizens to do business with agen-
cies online. The ability to do transactions on
state Web sites is no longer new. The focus
is now on preserving the sanity of the peo-
ple who try to use them. The GPP evalua-
tion found that the majority of states are
doing a measurably better job with Web site
transactions than was the case three years
ago. No state actually lost ground.

Alabama, for example, has its Camellia
system, which supports the state’s social
services. It’s a one-stop shop where citizens
go and fill in the answers to 25 questions.
The answers then are used to find which of
29 state services they are eligible for.

In Michigan, business leaders have ben-
efited from upgrades to, and a rethinking of,
the online process for getting permits and
forms. For an air-quality permit, for instance,
ittook up to sixmonths—18 months in some
cases. With the new system, that permit
process is now down to a matter of days.

When all is said and done, a state’s skill
with information is found at the intersec-
tion of three distinct operations: the will-
ingness to share data, the capacity to gen-
erate good information, and the ability to
get those who should use the data to do so.

Sharing data is the easiest of the three.
But, while the managerial spirit to share is
strong, the technological flesh can be weak.
In Maryland’s Division of Corrections, for ex-
ample, an “archaic and obsolete” data system
hampers the ability to pull together and pub-
lish data for use in performance reporting.
This is a crucial piece of the StateStat effort,
since the corrections department is the
repository for most law enforcement infor-
mation. Right now, police, courts, parole
and other public-safety agencies don’t have
the ability to share data with each other.
Shannon Avery, executive director for the de-
partment’s planning and policy office, says a
lack of data and an inability to generate re-
ports easily is a constant frustration for the
StateStat team. Upgrading this system is a
top priority of the governor, Avery says, not-
ingthatthere had been some legal problems
but that the project is now back on track
with a slightly longer timeline.

Maryland is far from alone in paying a
price for the inability to share data digitally.
Some state employees in Rhode Island are
still operating with typewriters—electric, of
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course, but still a far cry from the ability to
share information in a database. New
Hampshire has such weak data-sharing sys-
tems that it doesn’t know how much it
spends each month—kind of like an average
Joe who's lost his checkbook. At the opposite
end of the spectrum, there’s Wyoming. Its
transportation department has linked geo-
graphic information systems to financial
systems and now knows with exact speci-
ficity how money is being spent, down to the
cost of the salt used between each mile
marker on the state’s snowy roads.

It's not always a question of sharing
data. Often, it’s a matter of creating useful
information—particularly about perform-
ance—from scratch. On that front, there’s
been a lot of progress.

For starters, strategic planning has be-
come aroutine, accepted part of governing.
Itis the norm for states to have either strate-
gic plans or collections of agency plans.
This was true in only half of the states in
1999. In 2008, just nine states were weak
in both statewide and agency planning.

Performance auditing and evaluation
also are pervasive. A decade ago, it was rare
for a state to have an agency or depart-
ment responsible for delving into the suc-
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cess or failures of programs. Even Florida’s
much-praised Office of Program Policy
Analysis and Government Accountability
had just gotten started. Now, departments
that take a close look athow well things are
working are present in four out of five
states. The value of such efforts is clear. In
Montana, to take one small example, audi-
tors pinpointed security weaknesses by
buying back discarded state computers to
see what data remained on the hard drives.
Twelve of 18 drives still had retrievable in-
formation on them.

The push to produce results-oriented in-
formation, rather than data on the amount of
work done, has continued to evolve. Penn-
sylvania, a state that once argued that out-
come-based information was unnecessary, is
now among those moving to measure results.

One of the biggest obstacles to progress
in managing for performance is the dis-
connect between the production of per-
formance information and its use in the
budgeting process, particularly by legisla-
tors. Michigan and Georgia, for example,
produce a great deal of excellent perform-
ance information, but officials report that
the data seem more a burden than a tool to
many legislators. In Alaska, says Jo Ellen
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Hanrahan, a management analyst with the
state’s Office of Management and Budget,
“Our performance measures are on the
Web butnotlinked to one another nor to the
budget dollars” And in Alabama, a state
whose agencies have advanced dramatically
in their generation of results information,
one corrections official reports bleakly, “l am
afraid the legislators don't care too much
about that information.”

Nobody expects a legislative turnaround
to happen soon or without snags. But it will
come. Consider this: Thirty years ago, many
state government experts wondered
whether the states would ever accept uni-
form accounting for their books—the body
of standards now known as Generally Ac-
cepted Accounting Principles (GAAP).
When New York began to experiment with
this newfangled bookkeeping, it uncovered
a $2 billion deficit. “The books were so
loose and kept in such an undisciplined
manner,” said Ned Regan, who was New
York’s comptroller at the time, “that gover-
nors and legislators could not be held re-
sponsible for their actions.”

Today, all states comply with GAAP.

Building a Base
Vendors who sell to Wiscon-
sin could be forgiven for think-
GRADE  ing the state doesn’t have
c + enough money to payits bills.
Butthe delays they experience
in getting paid have nothing to do with the
state’s cash flow. Wisconsin simply doesn’t
have enough staft to process the bills.
Personnel shortages are a problem, not
justin Wisconsin butin a majority of states.
In the past few years, much attention has
been focused on the imminent retirement of
huge waves of older state employees. That
hasn’thappened yet—so far, many of those
eligible to retire have elected to stay on the
job. Nonetheless, in states such as Georgia,
Indiana and Louisiana, total turnover last
year ranged between 18 and 23 percent.
Some state officials argue that high
turnover is now a fact of life that states should
plan for. Anticipation of high turnover
“should get rolled into agency workforce
plans,” says James Honchar, deputy secre-
tary for human resources in Pennsylvania’s
revenue department. “But managers are re-
luctant to believe turnover is the way it is.”
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And yet, many men and women are
heading for the doors. There are lots of rea-
sons for the phenomenon. Low compen-
sation, untrained supervisors and lack of
recognition are among the issues.

But turnover is a significant expense for
states. It results in more use of costly over-
time, less efficient delivery of services and an
absolute loss of the dollars spent on hiring
and training. “It costs money every time you
have to go outand hire, do psych evaluations
and background evaluations,” says Nancy
Swecker, director of administration for West
Virginia’s corrections department. The de-
partment calculates the price tagat $20,000
for each new corrections officer.

The pain of turnover is exacerbated by a
relatively new trend that is cutting across
many states: losing new employees while
they’re in their probationary period—gener-
ally between the six- and 18-month mark. In
2004, 11.6 percent of new hires quit during
this period. In 2007, thatnumber zipped up
to13.2 percent. During the same time period,
the percentage of new hires that were fired
stayed flat at a little over & percent.

The numbers in the worst-hit states are
alarming. Mississippi leads the list with
nearly one out of every two new employees

N
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not making it past the first year or so. Ari-
zona loses 42 percent of new employees
during the probationary period; Virginia
and South Carolina, 32 percent.

So, what are states doing to hang on to
new, young hires, many of whom march
out the door and into the private sector?
Some solutions are emerging. Georgia
used to line up its compensation and ben-
efit package with other states. Now, it’s fo-
cusing on the private sector instead and
shifting its compensation and benefit pack-
age accordingly. “We're working against
the mentality of, “You work for us for 30
years and then you get this great pension
and retiree medical,’” says Steve Stevenson,
commissioner of the merit system of the
personnel administration. “That’s notreally
what the emerging workforce is looking for.
They're looking for bigger base pay and
pay for performance.”

Academics who have studied young
workers pinpoint another issue: a desire for
more responsibility and the ability to make
areal difference in a job. With appropriate
employee training, state agencies could fill
middle-management positions with
younger workers eager for challenges.
That’s the idea behind New York’s Tech-



nology Academy, which was established to
deal with shortages of higher-level IT pro-
fessionals. It tries to attract rising stars and
then fast-tracks them for management.

Leadership training can take many sim-
pler forms as well, such as job shadowing,
which allows people to work closely with
someone one level up. It also may include
mentoring or having trainees attend out-
side conferences, receive education
stipends and even design and implementa
real-world project.

Technological tools can be useful for
training in departments where staff is
placed in rural areas or spread throughout
a large state. A number of states are using
e-training and videoconferencing to make
training available, effective and efficient—
despite geography.

Georgia is using these technologies for
atleast1o,000 of its customer-service em-
ployees, teaching them how to be friendly
and helpful, as well as how to identify ways
to speed up processes. The curriculum in-
cludes cameos by an unexpected duo: co-
median Jeff Foxworthy and Governor
Sonny Perdue. The 20-hour module of
video-workbook sessions doesn’t cost
agencies very much, and the state is now
measuring the results by establishing and
monitoring customer-service-level indexes
for all agencies.

With many states facing budget cuts next
year, there are concerns that training will be
one of the firstareas slashed. It's particularly
vulnerable since most states do little to doc-
ument the benefits of training, even if offi-
cials know intuitively how much it helps.

Of course, evenif states were able to hang
ontonew hires, they’d still have to make sure
that a hunk of institutional knowledge
doesn’t walk out the door when older em-
ployees retire. Tapping into the information
that these long-term employees have is
known as “knowledge transfer,” and it’s key
toefficiency and effectiveness in government.

Butit’s not easy to do. Right now, a great
deal of the dialogue about knowledge trans-
fer is little more than that—a lot of people
talking. Some states rely on rehiring re-
tired employees, with somewhat question-
able results since rehired employees often
simply return to their traditional tasks and
are not encouraged to “transfer” their
knowledge to younger co-workers.

Still, the need to keep valuable informa-
tion alive and well is significant. And some

states are figuring out ways to accomplish
that. Virginia, for example, spent $250,000
to puttogether a knowledge transfer system
that 35 partner agencies could share. Each
has software that allows it to map the specific
skills and knowledge that are needed for var-
ious jobs and then tailor training programs
to those specifications. When Virginia’s
workers’ compensation manager, Sue-
Sheila Strong Keener, was diagnosed with a
fatal illness, Virginia officials were given a
poignant view of how knowledge transfer
operates. “We had her mentor her high-
performing employees because you can’t
pre-select in the public sector,” says Sara
Wilson, the director of Virginia’s Depart-
ment of Human Resource Management.
“They would job rotate so that everyone got
exposure to the various jobs she did.”
When it comes to holding on to person-
nel, non-cash incentive programs are in-
creasingly popular. Utah has a “Walk the
Talk” program that gives employees the
chance to give a manager a 3x5 card that
praises another employee who has accom-
plished a task that notably advances the
goals of the agency. Every so often, there is
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adrawing from these stubs for gift baskets
or other non-monetary rewards.

States’ HR offices are reaching out to
other partners to recruit and attract person-
nel. Some special recruitment programs are
targeting young people and the special needs
of the state. Hawaii’s Department of
Human Resources Development, for exam-
ple, has teamed with the Department of Eco-
nomic Development to develop incentives to
keep Hawaiian residents from leaving for the
mainland and to lure those who have leftinto
returning to work there. Alabama and Geor-
gia have targeted returning military person-
nel for jobs as corrections officers.

Budgeting for Realities
Oh, for the joy of the past
four years. Revenues flooded
BYE  state coffers. Tax cuts were
B- possible. Only a handful of
states faced fiscal problems.
Notanymore. An overall recessionary cli-
mate, coupled with the subprime loan mess,
has hit a number of states hard. A few
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months ago, Nevada had a sizable holein its
current biennial budget. By January, the
hole had grown to more than $500 million
and was getting bigger. To make up for the
shortfall, the budget has been cut 4.5 percent
across the board, and the state has puta hir-
ing freeze into effect.

This wasn’t supposed to happen. In the
days following the dot-com bust and 9/11,
most states trimmed back. They didn’tadd
ongoing expenditures that were based on
non-recurring surpluses. They made prom-
ises reminiscentof Scarlett O’Hara’s boast
that she’d “never go hungry again”

Some of the worst-hit states are those
that forgot these lessons and treated tem-
porary surges in income as though they
would go on forever. In Arizona, for exam-
ple, a year of 16 percent revenue growth
was followed by 18 percent. “That created an
attitude that the sky’s the limit,” says state
Senator Bob Burns. The legislature built up
spending to match revenues and cut in-
come taxes. Now, with a weakened econ-
omy and revenue falloffs, it confronts a
$870 million shortfall for fiscal year 2008—
nearly 10 percent of its general fund
budget. As aresult, the fiscal 2009 budget
proposal uses a series of accounting gim-
micks—such as shifting $55 million in July
2009 sales tax revenues to June 2009.

In Louisiana, some state leaders are con-
cerned that their state not misuse the influx
of post-Katrina money from the federal
government, plus revenues that flow from
rebuilding. “It’s fool’s gold,” warns John
Neely Kennedy, the state treasurer. “History
demonstrates that at some point, revenues
will come back to earth.”

It's not as though all states are unpre-
pared for a downturn. Many rainy day funds
have been built up, anumber of them above
the traditional 5 percent of general fund
levels. Most states have been cautious in re-
cent years about increasing long-term ben-
efits for employees. At the same time, im-
provements in Medicaid management have
helped to cut back on health-cost growth.

But as each challenge is faced, another
grows. Many states confront new Medicaid
pressures not because of a surge in costs but
because the federal government has re-
duced its contribution and tightened its reg-
ulations. Then there are retiree health care
costs. New accounting standards require
that governments calculate their long-term
retiree health obligations, and that has put
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pressure on current budgets as states strug-
gle to deal with substantial obligations that
will mount relentlessly if they aren’t faced.
Connecticut, where finances are in good
shape rightnow, has a $21 billion liability for
retiree health care over the next 30 yearsand
has putaside only $10 million toward it. Al-
though it was only a nominal payment, it
was, says Michael Cicchetti, deputy secretary
of the Office of Policy and Management, a
way “to get people used to the notion that
they have to put money aside”

A fair number of states, including Mon-
tana, Utah and Washington, have been
careful about keeping budgets in line with
changing tides. Washington State’s long-
term perspective and sophisticated projec-
tions, for example, have helped it avoid un-
pleasant surprises. The state generates
long-term budget outlooks—at least six
years out—that are notjustinsider planning
documents but, says Candace Espeseth, as-
sistant director of the state’s budget divi-
sion, something the legislature looks at, as
well. “We have quarterly updates for many
of our forecasts and our caseloads,” she
says. “We're constantly realigning.”

One very good sign for the future: The
timing of the pending budget problems
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and the maturation of technology are com-
ing together in such a way that govern-
ments are positioned to communicate with
citizens about the state’s fiscal health in
ways they never have before. Budget of-
fices report getting more citizen input as a
result of online mechanisms and the post-
ing of public hearings online. That might
not make the hard budget decisions any
easier, but governments should be able to
let people know—on their own terms, not
justthrough local media—what’s going on,
and in turn, get more feedback from citi-
zens on budget moves.

This openness isn't just a by-product of
technology. New Jersey now has a process in
place to publish any changes that are made
after the governor’s budget proposal—in-
cluding the name of the lawmaker who
made the change. The system worked well
lastyear. The state got its budget done ahead
of time, and there were fewer unexpected
programs crammed in at the last minute.

Of course, challenges for the states’
money managers stretch way beyond budget
issues. Thisyear, asin years past, contracting
and procurement are weak points. States
are benefiting from new technologies that
allow them to do more purchasing online.



Butsome are having trouble keeping up and
many still grapple with issues of flexibility
versus control. New Hampshire is at the ex-
treme of the control spectrum. Purchases
above $5,000 can’t be made without ap-
proval from an elected board.

Many states, though, have set about
finding innovative approaches for procure-
mentand contracting. California developed
its Award Schedule, which allows agencies
to spend up to $250,000 on transactions
without using the traditional bid process, as
long as the companies and products in-
volved are on product schedules put out by
the U.S. General Services Administration.
Before Minnesota procurement employ-
ees are awarded the authority to make pur-
chases, they must attend rigorous training
programs on procurement. And Georgia
has established a series of indicators to in-
form agencies about dollar savings and pro-
curement cycles for their purchases.

The Rough Road

Lastspring, there was a prison
NES riotin In.diana. The casual ob-
server, informed by Holly-

B ™ woodmovies, might guess that

the roots of unrest were vi-

cious gangs, escape efforts or hostile guards.

Infact, the real genesis of the problem at
the New Castle medium-security facility was
more mundane: bad planning for infra-
structure. Backin 2001, the prison was built
to avoid overcrowding at other prisons. But
the state provided only enough money to op-
erate at 25 percent of capacity. Inmates still
had to be sent out of state. In 2005, inmates
started to return, and in the following year, a
private company began running the prison.
To take advantage of still-unused capacity,
the prison imported prisoners from Ari-
zona. The contractor, however, was unable to
hire sufficiently experienced staff. And when
the Arizona inmates who were accustomed
to a less-restrictive environment rebelled,
the prison was unable to respond adequately.
Two staff members were injured.

The state has fixed many of the planning
problems thatled to this event. But the impact
of prior practices here and elsewhere serve as
acautionarytale. It’s critical that states look at
how they will use the facilities and the full cost
of maintaining them.

Perhaps the most serious disconnect
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Infrastructure

comes when states underestimate the costs
of maintaining new roads, bridges and
buildings. Even though a growing number
are aware that maintenance is an area of
concern—and states such as Georgia,
Idaho, Indiana, Tennessee and Vermont
have made real improvements—an alarm-
ing half of the states are decidedly weak in
infrastructure maintenance.

In part, that's because the dollar
amounts are huge when it comes to trans-
portation. South Carolina legislators are
considering a proposal to phase in $200
million annually over five years to help re-
habilitate roads. Unfortunately, the state
auditor suggests that funding would have to
grow by $1 billion a year for 10 years to bring
those roads up to speed. Deferred mainte-
nance in New Jersey’s transportation sys-
tem is now $13 billion, with the state’s
bridges falling into steadily worse repair.

Massachusetts estimates that over the
next 20 years it will need up to $19 billion
more than it expects to bring in just to main-
tain its transportation system. Right now, it
has about $2.2 billion in non-transportation
deferred maintenance. Although the state
still isn’t doing complete infrastructure as-
sessments, it has made progress over the

£

$
-~

| D+ D |

years. The fact thatithas a system in place to
make estimates of this kind putsitin better
shape than a number of other states.

Such systems are becoming more com-
mon, replacing the old way, where, says Mis-
souri’s facilities management director, David
Mosby, “every couple of years, departments
made a call about the condition of their as-
sets.” Today, the Show-Me State uses a so-
phisticated capital-planning system created
atthe Massachusetts Institute of Technology
that helped assess 277 million square feet of
state buildings in a period of 18 months.

There has been some marked improve-
ment in capital planning over the past few
years. It generally is more transparent, more
focused on the long term and more objective.

Take Alabama. It had fallen way behind
inkeeping up with maintenance. In its pris-
ons, for instance, the normal locking mech-
anisms on cells had fallen into such disre-
pair that the state is using padlocks instead.
“It'saterrible system,” says Vernon Barnett,
chief deputy commissioner of corrections.
“If there was a fire, people wouldn't be able
to get out because officers would be running
around opening all those padlocks.”

But Alabama now is taking steps to im-
prove. Beginning with the 2009 budget,



HOW WE GRADE

Welcome to an inside look at the way we work.

If you were to step inside 1025 F Street in
Washington, D.C., and ride the elevator up
to the gth floor, you would find yourself in
thehome of the Government Performance
Project. Here, in a maze of well-lit offices,
the GPP’s journalists and researchers an-
alyze information and interview state offi-
cials. In the conference rooms, we hold
marathon sessions on what grades to give
each state in each category.

Whatare these sessions like? This past
January, several of us sat around a con-
ference table to talk about the strategic-
planning process in Arizona. The jour-
nalist, who reported on the state, didn’t
see evidence of statewide planning. The
academic, who had spent time reviewing
agency plans, thought the state deserved
credit for its coordination of strategic
planning among the agencies. The jour-
nalist countered that, in the absence of a
written statewide plan, there was little in-
dication that actual budgetary actions
were influenced by these efforts. After a
spirited debate, we reached a consensus:
The agency plans would have had to be ex-
ceptional to overcome the lack of a state
plan, and in Arizona, that simply wasn’t
the case. That point—along with dozens
of other factors—made its way into the
final grade of B- for information.

These in-depth conversations are
among the last stages of ayear-long process
thatforms the basis for the GPP’s grades in
four management areas—Information,
People, Money and Infrastructure. A full
description of the criteria used to assess
those managementareas can be found on-
line at pewcenteronthestates.org/gpp.

A state’s strong points and weak points
in each criterion correlate closely to its final
grades. Closely is the operative word. The
GPP’s methodology favors common sense
over a formula. New Jersey, for example,
does an acceptable jobina couple of thein-
frastructure-related criteria and a very good
job in two more. Yet its grade was a C+.
Why? With deferred maintenance of $13
billion on transportation and bridges falling
into ever worse condition, the fine job the

state does in planning and coordination re-
cedes inimportance. “If you letyour assets
decay, that trumps other factors in consid-
ering the overall management of infra-
structure,” says Michael Pagano, a professor
atthe University of Illinois at Chicago, who
led one of our academic teams.

It turns out that a weak economy
doesn’t necessarily lead to bad overall
grades. Michigan’s finances are deeply
troubled, but its management skills have
weathered the storm well.

Aswith prior GPPs, the information we
utilize comes from a number of sources.

Everybody involved
in the GPP looks
closely at the ability
of states to produce
actual results.

Firstup, a survey asking for basic data. The
survey is filled out by the states and care-
fully analyzed by GPP’s academic teams.
All but a handful of states completed this
online instrument. For those that didn’t,
the GPP team set about uncovering the
same body of information through public
documents and interviews.

At the same time, our teams of aca-
demics scour the country for documents
that could contribute to better under-
standing of the states, including budgets,
capital plans, workforce plans, auditor’s
reports and state Web sites. These not
only are used as sources of information
but, as in the case of workforce plans,

are reviewed and evaluated as manage-
ment tools.

Meanwhile, we conduct hundreds of
interviews—upwards of 1,400 this year—
to add information to the pool of dataand,
importantly, to provide context in which all
the information can best be understood.
We interviewed legislators, their staffers
and fiscal analysts; controllers, treasurers,
budget officers and auditors; human re-
source and transportation officials; chief
information officers; managers in charge
of non-transportation infrastructure and
representatives of agencies and depart-
ments. We also talked toleaders of civic or-
ganizations.

Everybody involved in the GPP looks
closely at the ability of states to produce ac-
tual results. Even the best strategic plan is
irrelevant if nobody in the state follows it.

One important note about the grades
that emerge from this process: Although
the criteria are essentially the same as they
were in the 2005 GPP, the state of the art
in these areas has advanced. As aresult, a
state can conceivably have improved with-
out its grade going up. Take the informa-
tion category. According to Philip Joyce, a
professor at The George Washington Uni-
versity who heads one of our academic
teams, here’s what a state would have had
to accomplish in 1999—the first GPP—to
get an A: Good statewide or agency plan-
ning, performance audits with some out-
come measures plus the use of perform-
ance information by the executive branch,
even if there was little or none by the leg-
islature. The state’s performance had to be
communicated to citizens through written
performance reports.

In 2008, an A state has to have excel-
lent statewide and agency planning, be a
leader in performance auditing (most
states now do performance audits), have
outcome data for almost all government
functions, show substantial use of per-
formance information by the executive
branch and some use by the legislature.
The state’s performance has to be com-
municated to citizens electronically,
preferably through interactive Web sites.

That’s a dramatic difference. While
the advances in this field are greater than
in the others, the basic principle holds
true in grading each state in each category.
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agencies must provide the finance depart-
ment, which sets the governor’s budget,
with detailed and prioritized project re-
quests, including justification for the proj-
ects, forecasts of operating and mainte-
nance costs, and possible alternative fund-
ing sources.

The mostabused terms in infrastructure
contracts are probably “on time and on
budget” Butadvances are being made by sev-
eral states on this front. The Arizona De-
partment of Transportation, for instance,
hasestablished a “partnering” system under
which each contractor and the state agree to
a “mission statement” for a project, as well as
aladder of escalation for resolving disputes.
This partnering has kept claims down.

California has experienced some suc-
cess in the on-time department. After a
fiery truck crash melted a key freeway ex-
change in the Bay Area, it took only 16
days—not the normal 150—for Caltrans
(the state’s transportation department) and
its contractors to clear the span, build a
new bridge and reopen the exchange. How
was this accomplished? Caltrans offered a
bonus of $200,000 for each day the work
was completed ahead of the deadline, with
a maximum of $5 million. Given the im-
portance of this road to commuters, the
state got real value for its money.

“Government can work,” Governor
Arnold Schwarzenegger said of this effort.
“It can be efficient, it can lead.”

THE CRITERIA WE USE

Information

¢ The state actively focuses on making future policy and collecting information to support

that policy direction.

¢ Elected officials, the state budget office and agency personnel have appropriate data
on the relationship between costs and performance and use these data when making

resource-allocation decisions.

e Agency managers have the appropriate information required to make program

management decisions.

e The governor and agency managers have appropriate data that enable them to assess
the actual performance of policies and programs.

e The public has appropriate access to information about the state, the performance
of state programs and state services and is able to provide input to state policy makers.

People

e The state regularly conducts and updates a thorough analysis of its human-capital needs.

¢ The state acquires the employees it needs.
e The state retains a skilled workforce.
e The state develops its workforce.

e The state manages its workforce-performance programs effectively.

Money

e The state uses a long-term perspective to make budget decisions.
e The state's budget process is transparent, easy to follow and inclusive.
e The state's financial management activities support structural balance

between ongoing revenues and expenditures.

e The state's procurement activities are conducted efficiently and supported

with effective internal controls.

¢ The state systematically assesses the effectiveness of its financial operations

and management.

Infrastructure

¢ The state reqularly conducts a thorough analysis of its infrastructure needs and has
a transparent process for selecting infrastructure projects.
e The state has an effective process for monitoring infrastructure projects

throughout their design and construction.

e The state maintains its infrastructure according to generally recognized

engineering practices.

e The state comprehensively manages its infrastructure.
¢ The state creates effective intergovernmental and interstate infrastructure

coordination networks.

More details on the criteria are online at pewcenteronthestates.org/gpp

34 MARCHZ2008 GOVERNING

GOVERNMENT
PERFORMANCE
PROJECT

A Project of the Pew
Center on the States

Susan K. Urahn, Managing Director,
Pew Center on the States

Katherine Barrett, Senior Consultant
Richard Greene, Senior Consultant

Neal C. Johnson, Director,

Government Performance Project

Amy Edwards, Senior Associate,
Government Performance Project

Michele Mariani Vaughn, Senior Associate
Michael Blanding, Consulting Reporter
Brian Rogal, Consulting Reporter

Anne Ruffner Edwards, Consulting Editor
Edward J. Finkel, Consulting Editor

Julia Eddy, Administrative Assistant
Richard Silver, Administrative Assistant
Kil Huh, Manager, Pew Center on the States
Ann Cloke, Administrative Assistant

Melissa Maynard, Governing magazine
Project Reporter

Will Wilson, Governing magazine
Project Reporter

Researchers: Jennifer Calantone, Heather
Kleba, Mark Wellborn, Laura Young

Research Partners

MONEY

Katherine Willoughby, Ph.D.

Georgia State University

Graduate Assistants: Sarah Arnett, David Guo,
Tanya Smilley, Andrea Klug, Seong Soo Oh,
David Trice

PEOPLE

Sally Selden, Ph.D., Lynchburg College
Graduate Assistants: Marni Fogelson-Teel,
Joe Orenstein, Colin Turcotte, Robert Wooters

INFRASTRUCTURE

Michael A. Pagano, Ph.D.

University of lllinois at Chicago

Graduate Assistants: Wan-Ling Huang,
Benedict Jimenez, Kamna Lal, Kristina Wallig

INFORMATION

Philip Joyce, Ph. D.

The George Washington University
Graduate Assistants: Victoria Bruce,
MacKenzie Hawkey, Saurabh Lall, Alice Levy,
Katie Logisz, Robin McLaughry



GRADING THE STATES

Strength @ Mid-level VEELGIESS

Three decades ago, Alabama was far ahead
of most states in its plans to use perform-
ance measures to improve the functions of
government. Its Budget Management Act,
passed in 1974, required all state agencies to
write strategic plans and program objec-
tives, and to reporton them quarterly. In the
years that followed, the state had more pilots
than a small airline, and churned outa great
deal of paper. But it was all a lot of sound
and fury, signifying very little. In the words

Alabama still faces
serious management
problems, but there's
been real progress in
the past few years.

of Anne Elizabeth McGowin, the state’s as-
sistant finance director, “in some cases, the
reports were as worthless as paper clips.
Nobody cared what they were counting “

In 2008, Alabama is geared up to finally
fulfill its long-lost promise. Four years into
Governor Bob Riley’s SMART Governing
program (Specific, Measurable, Account-
able, Responsive, Transparent), agencies
are producing usable strategic plans and
quarterly reports. SMART has given Fi-
nance Director James Allen Main more in-
formation than ever with which to prioritize
budgetrequests. That's true, too, on the cap-
ital side, where agencies’ requests now
must include project justification and esti-
mated operating and maintenance costs,
and are compiled for decision makers in a
statewide capital plan.

Is Alabama a national leader now? Not by
along shot. For one thing, the use of these
performance measures is somewhat lim-
ited to the budget season. Although quarterly
reportsare generated, measures aren’t often
relied upon as a management tool for the rest
of the year. The legislature generally hasn’t
boughtinyet. So the stateis still ata very early
stage in many of these enterprises. But the
progress over the past few years is significant.

Of course, even if SMART continues on
an upward trajectory, it isn’t a panacea for
the state’s more fundamental problems.

Alabama

Alabama is still plagued by an overly ear-
marked fiscal process, which has allowed
the education budget, fueled by swiftly grow-
ing income tax revenues, to rise 60 percent
in the past four years, while the general
fund budget—responsible for almost every-
thing else in the state—has trailed. There’s
a $400 million hole in the 2008 education
budget, and another gap looms for 2009.

Roads, bridges and buildings also are
desperately underfunded. The state’s De-
partment of Corrections resorted to selling
off $20 million worth of land last year to
pay for keeping its prisons from deteriorat-
ing further. On the transportation side, the
state has racked up $3 billion in deferred
maintenance, and a package of bills de-
signed to reform funding and manage-
ment of the Department of Transporta-
tion died last year in the gridlocked Senate
after passing through the House.

The Department of Transportation does
have some reasons to be optimistic. It is
now out from under a 13-year federal court
decree over the department’s hiring prac-
tices that cost more than $250 million and
led to a statewide revision of testing and hir-
ing standards. Morale is on the way up:
Once again, employees are being hired and
promoted, and the millions that were being
spentin court should go instead to repaving
roads and shoring up bridges.

While individual agencies’ procurement
may be improving, it can be very difficult to
knowwhat's happening on a statewide level.
That’s because the central office has no con-
trol over service contracts. State Purchasing
Director Isaac Kervin can’t say how much
the state spends on services altogether, be-
cause none of those contracts cross his desk.

When it comes to purchasing goods, as
opposed to services, Alabama has the op-
posite problem: The agencies have too little
control, and the state’s antique procure-
ment laws can significantly slow down pur-
chases. One straightforward solution: Give
the agencies more authority to make nec-
essary purchases—and then use the
SMART system to hold them accountable.

For additional data and analysis, go to
pewcenteronthestates.org/gpp
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Long-Term Outlook o
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Population (rank): 4,599,030 (23)

Average per capita income (rank):
$21,270 (40)

Total state spending (rank):
$22,260,824,000 (24)

Spending per capita (rank):
$4,840 (31)

Governor: Bob Riley (R)

First elected: 11/2002

Senate: 35 members: 23 D,12 R
Term Limits: None

House: 105 members: 62 D, 43 R
Term Limits: None
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GRADING THE STATES

Strength @ Mid-level Weakness

“We aren’t poor,” says Jeff Ottesen, a di-
rector in Alaska’s Department of Trans-
portation and Public Facilities. “But we act
poor.” His particular worry is underfunded
maintenance for the state’s roads and build-
ings, but he might as well speak for nearly
every agency in Alaska.

Recently, for example, Governor Sarah
Palin announced a plan to salt away a two-
year $77.1 billion surplus produced by high-
priced oil. Yet, notlong ago, the Division of
Finance had to cancel a plan to procure a
much needed new payroll system because
itwas shorta few million dollars. The pres-
ent payroll system has a backlog of more
than 20 man-years of requested fixes, and
the timeisn’t far away when the system will
simply be unredeemable.

There’s ajustification for these fiscal con-
tradictions. Since most of Alaska’s current
largess comes from oil revenue, there’s no

Alaska has the money
to solve its problems—-
if only it could

spend more wisely.

guarantee that it will continue flowing in the
future. “If we were a person, we’d be wealthy;
but in terms of income, we're shaky,” ex-
plains Legislative Fiscal Analyst David Teal.
Some observers of Alaska’s fiscal picture
may wonder why the state has any concerns
atall, given the enormous pot of moneyithas
set aside—$ 40 billion or so—in the Alaska
Permanent Fund. But the reality is that the
state can’t touch most of this money, as div-
idends from the fund flow to citizens and
have become a politically sacred promise.
In Alaska, information works about the
same way as money—agencies have a lot,
but they often lack the capacity to use it. The
state has gone from using old-fashioned
output measures, such as the number of
people trained, to using robust outcome
measures detailing more-important factors,
such as how many trainees were hired. But
the next step—linking the performance
numbers to the budget—hasn’t been taken
yet. “Our performance measures are on the
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Alaska

Web but notlinked to one another nor to the
budget dollars,” says Jo Ellen Hanrahan, of
the Office of Management and Budget. If
the state can improve thatlink the way it has
it has improved the measures themselves,
the results could be impressive.

Workforce planning is another fallow
field. There is a strong template for agency
workforce plans, but only one agency cur-
rently takes advantage of it. As for the oth-
ers, “they are so busy trying to get their daily
work done, they don’t realize how impor-
tant it is,” explains Nicki Neal, director of
the state personnel division. The executive
branch is well aware of the need to develop
this expertise in the future. The governor re-
cently formed a working group that will ex-
amine recruitment and retention tactics in
order to address the declining number and
quality of applicants—almost 40 percent of
2006 state employee recruitments found
fewer than five strong applicants—as well as
arising tide of retirements.

The esprit de corps of state workers plum-
meted after it was discovered that a 2006
change in the oil tax was pushed by several
state legislators who were receiving cash from
an oil company that stood to benefit from it.
Three legislators have been convicted, and
lawmakers wentback and increased the taxin
November 2007. Still, the damage will take
considerable time to overcome. Even with the
corruption unearthed and the reform efforts
being undertaken by the presentadministra-
tion, Alaska continues to face a grave problem
in the mentality that guides its spending de-
cisions. “The fake sound bite of cutting the
budget drives policy here,” groans state Rep-
resentative Les Gara, “but the money is still
being spent unwisely.”

That seems especially true when it
comes to infrastructure. In 2007, thelegis-
lature added $200 million in supplemental
projects to the $734 million capital budget.
Very little went to a deferred-maintenance
backlog that exceeds $1 billion for state
buildings alone. A Department of Trans-
portation and Public Facilities official says,
“I don’t have a clue how they prioritize.”

For additional data and analysis, go to
pewcenteronthestates.org/gpp
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Population (rank): 670,053 (47)
Average per capita income (rank):
$26,919 (13)

Total state spending (rank):
$8,599,090,000 (39)

Spending per capita (rank):
$12,833 (1)

Governor: Sarah Palin (R)

First elected: 11/2006

Senate: 20 members: 9 D, 11 R
Term Limits: None

House: 40 members: 17 D, 23 R
Term Limits: None



GRADING THE STATES

Arizona

There’s no question that the past few years
were good ones for Arizona’s economy.
Thanks in part to the real estate boom, rev-
enue grew by more than 16 percentin both
2005 and 20006. The problem is that state
leaders seemed convinced the good times
would roll on forever, and they began
spending that way. General fund expendi-
tures grew faster than revenue and faster
than any formula based on population and
inflation would justify.

Lastyear, when revenue growth returned
to its historic average of around 8 percent,
some of the more mature citizens of Ari-
zona might have recalled song lyrics from
“The Party’s Over”: “It’s time to wind up the
masquerade... The piper must be paid.”

The debt to the piper in this case came in
the form of a $1 billion shortfall in the state’s
$10.6 billion budget for 2007. To some ex-
tent, this was the side effect of an income tax
cut passed by ebullient lawmakers in 2006.
The tax structure is now dangerously de-
pendent on sales taxes.

Although the Arizona agencies facing
steep cuts have strategic plans and per-
formance measures to guide their reduc-
tions, this information doesn’t always drive
managerial decisions. Part of the problem
is old technology that sometimes inhibits
managers from using cost and perform-
ance data to best advantage. The state’s
aging financial information systemis all but
obsolete, making good reports hard to ac-
cess and putting decision makers at a dis-
advantage.

Arizona is working to rectify that situa-
tion. The Government Information Tech-
nology Agency provides good IT planning
and wields strong authority in coordinating
IT funding at the agency level—especially in
an ongoing overhaul of the state’s telecom-
munications systems. And the current
budget problems may actually help the
modernization process along. For instance,
the Department of Administration argues
that a new statewide purchasing system
would reap big savings—possibly as much
as $60 million a year—and improve a pro-
curement process that one manager de-
scribes as “challenging.” Should such new
projects get approval, GITA’s new Project
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Management Certification courses ought to
hone system implementation.

There’s good news to report from the
Department of Transportation. It has suc-
ceeded in using performance measures to
persuade the legislature to provide sufficient
funding for highway repairs. This is espe-
ciallyimportant since Arizona’s rapid popu-
lation growth has strained road capacity. A
Statewide Transportation Acceleration
Needs Account was created in 2006, as well,
in order to address the fastest-growing areas.

What doesn’t look so good is building
maintenance. Between the fiscal years of
2005 and 2007, despite a flush treasury,
only 20 percent of the needed money was
appropriated to take care of the 2,650 state
buildings that depend on general revenues.
Deferred maintenance for those buildings
now totals nearly $250 million—almost
$100,000 per building.

Although lots of people want to live and
work in Arizona, fewer of them seem to
want to work for Arizona state government:
It receives insufficient applications per job
and its 16 percent voluntary turnover rate—
including more than one-third of employ-
ees with less than one year of service—is one
of the highest in the country. Facing those
scary figures, Arizona wisely develops the
employees it does have. More than half of
Arizona Government University’s quality
training programs are available online. And
in November 2007, the state opened its Ca-
reer Center’s occupation-planning and job-
hunting services to all state employees, in ad-
dition to displaced workers, in an attempt to
retain employees by providing them a career
path within state government.

Overall, money management remains
Arizona’s foremost challenge. In October
2007, for the first time, the state treasury
hired an internal auditor to keep an eye on
the $56 billion worth of financial transac-
tions that occur between annual financial
reviews. Good thing, too. In each of the past
three years, Arizona’s financial reviews
have been late—nearly a year after fiscal
close for FY 2006.

For additional data and analysis, go to
pewcenteronthestates.org/gpp
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Population (rank): 6,166,318 (16)

Average per capita income (rank):

$24,110 (24)

Total state spending (rank):
$25,731,467,000 (19)

Spending per capita (rank):
$4,173 (45)

Governor: Janet Napolitano (D)
First elected: 11/2002

Senate: 30 members:13 D, 17 R
Term limits: 8 years (consecutive)
House: 60 members: 27 D, 33 R
Term limits: 8 years (consecutive)
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Strenqth @ Mid-level VEELGIESS

In his first year after taking office in 2007,
Governor Mike Beebe showed commend-
able focus on the effort to bring better day-to-
day administration to a state that sorely needs
it. He began by tackling one of the worst
long-standing problems: a depressingly high
turnover rate among state employees. The
governor brings some expertise to this en-
deavor: He once chaired the Senate Person-
nel Committee.

The big problem has been a failure to
provide regular pay increases. For years,
state workers have received one-time bonus
payments for high achievement as a way to
avoid building permanent additional ex-
penses into the budget. From a fiscal econ-
omy perspective, that may be sensible.
From a human resources vantage point, it's
not. Fastfood restaurants pay higher wages
than many state jobs in Arkansas.

To counteract that phenomenon, the
administration has begun a comprehensive
pay plan study, backed by the legislature, to
identify where low salaries have had an es-
pecially pernicious effect on employee re-
tention. The findings are expected to be in-
corporated into next fall’s budget hearings.
Meanwhile, the governor sponsored legis-
lation that changed the bonus payments to
permanent merit increases and, in addi-
tion, got every state employee a 2 percent
cost-of-living increase. Personnel staft are
about to update job classifications, some-
thing that has not been done in nearly two
decades. But despite these incremental im-
provements, meaningful reform of the
state’s compensation system will not be ac-
complished quickly. “It’s a pretty massive
undertaking,” admits Kay Barnhill-Terry,
director of the Office of Personnel Man-
agement.

Human resources presenta challenge to
management in another way, as well. Very
little in the way of strategic or centralized
workforce planning has ever been done in
Arkansas. State agencies once were re-
quired to produce performance informa-
tion on their activities, but the legislature
dumped this effort several years ago.

Sweeping changes to human resources,
as with any aspect of state government,
will require money. And Arkansas is short

Arkansas

on that commodity at the moment, for a va-
riety of reasons. One stems from the reso-
lution of a long-standing class-action law-
suit, which requires the state to use about 50
percent of general revenues for education.
So while Arkansas generated about $1.1
billion in surplus revenue over the past few
years, much of the money had to fund
school maintenance.

Recently, the state has increased fund-
ing for prison renovation and for more cor-
rections staff, including parole and proba-
tion officers. These initiatives have been
credited with helping to cut what had been
a growing prison population. The current
administration has continued to support
these funding increases, which began
under former Governor Mike Huckabee.

Arkansas has traditionally handled
debtissues well. Butits budget process is
weak, and in the event of an economic
downturn, the state won’t have much
room to maneuver. In 2007, the governor
succeeded in reducing the sales tax on
food to ease the burden on low-income
residents, and during the next legislative
session, he hopes to eliminate the tax on
food altogether. Desirable as this may be
in many ways, it could put the budget out
of structural balance in the event of severe
economic stagnation.

The state also has a $160 million back-
log in highway maintenance needs. The
good news is that this amount hasn’t gone
upinrecentyears. “We're pretty much able
tomaintain the status quo,” says Scott Ben-
nett, of the Highway and Transportation
Department. Unfortunately, due to rising
construction costs, Bennett believes that’s
about to change for the worse.

Unlike most states, Arkansas does not
have a systematic way to prioritize its capi-
tal expenditures for infrastructure. The state
does have a maintenance division that
tracks routine needs, but officials mostly de-
pend on staff looking at the crisis of the
month, and then setting short-term priori-
ties. Bennett calls this approach “the old-
fashioned way.” He’s right about that.

For additional data and analysis, go to
pewcenteronthestates.org/gpp
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Term limits: 8 years (lifetime)
House: 100 members: 75 D, 25 R
Term limits: 6 years (lifetime)
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California faces fiscal problems that budget
writers in most states would find difficult to
grasp, letalone solve: a $14 billion shortfall
for the coming fiscal year, and chronic
structural deficits that threaten to persist
long after that. Justlast month, the state is-
sued the remaining $3.3 billion in deficit
bonds authorized by voters in 2004 to cover
the last big budget gap. Governor Arnold
Schwarzenegger addressed the situation
inhis January State of the State address. “It
used to be that Sacramento plugged its
deficits by just grabbing money anywhere
it could: pension funds, local government,
bonds, gas taxes that were meant for trans-
portation,” Schwarzenegger said. “We now
have no way out except to face our budget
demons.”

Justhow California faces those demons,
whether it’s through spending cuts or rev-
enue raisers, remains to be seen. But there’s
no doubt that some structural changes need
to be made. And that effort is beginning.
The governor’s lecture included a proposal
for a Budget Stabilization Act that would
put any tax revenues exceeding the long-
term expected growth rate into a revenue
stabilization fund. The Act would also cre-
ate more flexibility to adjust spending levels
on short notice when a year-end deficit is
projected; the governor would be given au-
thority to order cuts in spending without
legislative approval. But the Act itself will
require legislative enactment, as well as ap-
proval from the citizens in a statewide vote.
All of that will take a while.

In the meantime, California has been
making smaller management improve-
ments to save money, such as reforming
its procurement process. There are new
contracting procedures and performance
standards for agency procurement per-
sonnel. And California has saved more
than $150 million through strategic sourc-
ing since 2005.

The state has taken a comprehensive,
long-term look at its infrastructure needs,
and is beginning to address them in a sys-
tematic way. Voters approved a Strategic
Growth Plan proposed by the governor and
an accompanying $42 billion bond pack-
age, and are being asked for more in the
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California

proposed budget. A bond accountability
Web site launched last summer allows vot-
ers to see where their money is going by
tracking all bond-funded projects.

In a state with a habit of overspending,
thereis onearea of chronic underspending:
maintenance for existing assets. This is not
a good place to conserve cash. California
spends $2 billion less each year on highway
maintenance and rehabilitation than is
needed. Even by California standards, that’s
alot of money.

It’s no secret that California’s person-
nel system is dysfunctional. “It’s just so
difficult to make any change at all to any-
thing,” says Insurance Commissioner
Steve Poizner, an elected official who over-
sees 1,300 employees. “Even though I
have significant regulatory control over
the entire insurance industry, I don’t have
any control at all over salaries.” An out-
dated and inefficient merit system makes
it painfully difficult for newcomers to
break into state government. Many jobs
are not even open to anyone who doesn’t
currently work for the state, and those
that are take months to fill. Too many
choice positions are awarded to marginally
qualified employees on the inside.

The State Personnel Board and the De-
partment of Personnel Administration
share statewide responsibilities for the over-
all system. But much of the work has been
delegated to the agency level. That might
make sense, since the state has some
235,000 employees. But the agencies don’t
report much information back to the central
HR offices, so there is little overarching un-
derstanding of what’s happening on the
ground.

Efforts are finally underway to try to
turn this behemoth around. The Human
Resources Modernization Project kicked
off last year with a strategic plan for reforms
in workforce planning, hiring, classifica-
tion, compensation and employee evalua-
tions—and a budget to actually get the work
done. A complementary project updating
the state’s payroll system is underway, too.

For additional data and analysis, go to
pewcenteronthestates.org/gpp
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Strength @ Mid-level Weakness

Three years ago, Colorado’s fiscal hole had
grown so large that some feared it might
swallow the higher education system. The
reason was the state’s Taxpayer Bill of
Rights, or TABOR, a constitutional amend-
ment passed in 1992 that prevented the
state from raising revenues for basic serv-
ices without a popular vote. But in 2003,
more than 1,000 organizations and interest
groups spanning the political spectrum
banded together to support Referendum C,
which called for a five-year timeout for
TABOR. It also called for an end to the
“ratchet effect” that based revenue limits on
prior-year revenues, even when the prior
year had revenues too low to support ongo-
ing needs. Voters approved it.

The referendum provided massive fis-
cal relief: without it, revenues would be at

Colorado has shed its
fiscal straitjacket for
the time being. But
difficult decisions loom.

least $7700 million below current projec-
tions. But the state still struggles with
other restrictions that often work at cross-
purposes, including one that mandates
increases in K-12 spending and another
that caps annual spending growth in the
general fund at 6 percent.

The state is permitted to exceed that cap
on infrastructure spending. So, after es-
sentially defunding non-transportation
maintenance during the fiscal crisis, the
2008 budget includes $190 million for
non-transportation infrastructure projects.
That’s a far cry from the $656 million that
agencies believed they needed, but it’s still
a big improvement. The Department of
Transportation has received a funding
bump as well, although inflation has re-
duced its buying power.

Meanwhile, competition for general fund
dollarsis fierce. And the $325 million the state
spent on failed technology projects in recent
years hasn’t helped. Poor project manage-
ment doomed some of the efforts, but they
also were damaged by a fragmented IT ad-
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Colorado

ministration system. The current structure
has decision makers spread across 16 execu-
tive agencies. “When we have turnover or five
of them disagree,” says John Conley, deputy
chief information officer, “we lose the vision
of whatthe IT projectis supposed tolook like.”

To address this problem, Governor Bill
Ritter elevated the position of chief infor-
mation officer to cabinet-level status and
hired Michael Locatis, who turned around
the city of Denver’s technology in his lastjob.
But Locatis will be hard pressed to find
enough money to check many items off the
IT to-do list. An $11 million upgrade to a
statewide e-mail system has been shelved in-
definitely, and human resources managers
grapple daily with obsolete technology. With
this in mind, the efficiencies that often come
from centralized IT procurement could be
particularly useful in Colorado.

Several efforts are underway to increase
overall efficiency. The budget office has di-
rected agencies, as part of their 2009 budget
requests, to develop outcome-oriented
measures, against which it will track per-
formance. Ritter’s Government Efficiency
and Management study searched for more
immediate gains. Ideas from more than
12,000 state employees helped uncover
what was touted as $145 million in potential
savings; after a second round of sugges-
tions, a final report will be issued in April.

Colorado leaders seem focused on en-
gaging citizens in new ways. The governor,
treasurer and controller combined efforts
lastyear to issue the first State Taxpayer Ac-
countability Report, arundown of revenues,
expenditures and all large programs. The
Web version of the report includes links to
detailed spreadsheets and data. “TABOR
put just about every question related to the
budget in front of voters,” says Treasurer
Cary Kennedy. “Providing this information
is critically important.”

Nevertheless, Colorado’s near-term fu-
ture is very difficult to predict. In 2010, Ref-
erendum C will expire, and TABOR will be
back on the books. What happens then is
anyone’s guess.

For additional data and analysis, go to
pewcenteronthestates.org/gpp
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Weakness

Connecticut is in the midst of a reform
wave, generated by the contracting scan-
dals that brought down the administration
of former Governor John Rowland four
years ago. Not only has Rowland’s successor,
Jodi Rell, won widespread popularity for
taking up the cause of clean government but
ordinary citizens have developed the habit of
reporting potential governmental misdeeds
on their own. The Auditor of Public Ac-
counts has been so overwhelmed with
whistleblower complaints—more than 100
in 2007—that the office no longer has time
to complete all the performance audits that
are supposed to be its main function. On the
whole, however, the surge in citizen vigi-
lance, assuming it continues, should be a
boon to Connecticut’s democratic process.

State agencies have gotten the reform
message. Responding directly to the Row-
land scandal, they have increased trans-
parency in contracting and stepped up train-
ing for both central-procurement office staff
and agency employees. In fact, the reins may
have been tightened a bit too much. In a re-
action to the so-called “fast track” contracts of
the Rowland era, the state has made its con-
tract requirements so thorough that they
have added significantly to delays in getting
the contracts processed. “Five or six years
ago, we could turn things around in 30 days,”
says Carol Wilson, director of procurement
programs and services. “Now, we’re more to
the 6o-day or go-day timeframe. We wantto
look at reducing turnaround times.”

Meanwhile, auditing of government func-
tions has become a popular pastime in the leg-
islature. The Legislative Program Review and
Investigations Committee conducts a half-
dozen or more in-depth audits each year on
topics such as the tax system and the state’s
long-term planning activities. The commiittee
frequently writes legislation based on its re-
portfindings, andit’shad good luck achieving
its goals, with more than half of the recom-
mendations becoming law.

Connecticut is working to institute per-
formance-based budgeting and program
measurement. [thas tried this in past years,
but tolittle effect. Now, however, the House
Appropriations Committee has launched
an initiative called Results-Based Account-

Connecticut

ability that sets outcome goals across de-
partmental lines, and instructs the agencies
involved to report performance information
with their budget requests. The program
hasn’t taken hold across the entire Con-
necticut bureaucracy, nor has the data started
to drive the Office of Policy and Manage-
ment’s decisions, yet. But the fact that the leg-
islature has bought in means it stands a
good chance of expanding its reach.

The House and Senate have begun
using the information to track trends and
redirect money toward programs that are
working, and the legislative Office of Fiscal
Analysis is hiring two people dedicated to
the program. “It’s huge when you start to
make the commitment in personnel, be-
cause that's when you start to institutional-
ize it,” says state Representative Diana
Urban, a champion of the effort.

Connecticut has been faulted in the past
for its poor long-range financial vision. And
this is still a problem. Long-range planning
efforts instituted in the early 1990s were de-
emphasized under Rowland, and the Office
of Policy and Management—once home to
many of those efforts—operates with less
than half the staff it had 15 years ago. But
there are signs of change here as well, partic-
ularly in the emerging willingness of the ex-
ecutive and legislative branches to work to-
gether in looking beyond the current year’s
budget. The Office of Policy and Manage-
ment and the legislative Office of Fiscal
Analysis present five-year financial projec-
tions to the Appropriations and Finance com-
mittees. In addition, legislative fiscal-impact
statements now extend five years into the fu-
ture, and the Office of Fiscal Analysis is test-
ing the accuracy of the projections two and
four years into program implementation—a
look back that should be a big help.

There also is some good news on the
more immediate budgeting front: Con-
necticut’s reliance on one-time revenues to
balance its budget has been minimized sig-
nificantly, and there has been progress to-
ward building a rainy day fund equal to 10
percent of the general fund budget.

For additional data and analysis, go to
pewcenteronthestates.org/gpp
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Ruth Ann Minner has always been inter-
ested in management issues. As lieu-
tenant governor in the early 1990s, she
chaired a special commission on Govern-
ment Reorganization and Effectiveness.
Soit’s no surprise that she has focused on
management during her two terms in the
governor’s office. And there were things to
straighten out when she took over in 2001.

Although the state had been well run,
the offices that dealt with the budget,
human resources, information technology
and asset management were fragmented.
Minner launched an effort to bring all of
these central government services under
one umbrella, in an Office of Management
and Budget. “Effective management of cen-
tral state services should serve as the back-
bone of state government,” Minner said at
the time.

By all reports, the plan has worked. The
centralized office has fostered collabora-
tion and has broken down some of the old
bureaucratic barriers to the delivery of state
services. Consider the Delaware Employ-
ment Link (DEL), the state’s new online job

State and local officials
discuss how land-use
proposals impact

the capital budget.

application tool. From the beginning,
human resources, information technology
and the budget office have been partners in
the DEL project and have formed a cohesive
team working toward the same goal.
While there still are some problems in hir-
ing, the DEL site has helped the state move
forward. Applicants create a profile, apply for
multiple positions, track jobs—and are noti-
fied when new positions open up. DEL also
provides a more efficient system for man-
agers to review applicant information—a big
leap forward from its antiquated precursor.
The major state budget planning func-
tions also have been consolidated into one
unit. The goal is the same: better coordina-
tion—especially between state regulations
and local land-use decisions. “When the
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Delaware

majority of infrastructure funding is the re-
sponsibility of state government,” says
Mike Jackson, director of Budget Develop-
ment, Planning and Administration, “it is
critical that funding decisions are made in
a coordinated fashion.” Under Jackson’s
direction, the state set up monthly meetings
between local officials and state resource ex-
perts to discuss land-use proposals and
their broader impact on the capital budget.
This new effort has enabled state and local
planners to work together within local time-
lines—and better inform the capital plan-
ning and budget processes.

Delaware has strong financial practices
that include excellent long-term planning,
budgeting and maintenance of a sound
structural balance. Its financial reporting is
pretty good, too. The only real problems
have been with delays in getting the re-
ports out. In 2006, for example, the state’s
annual financial report was submitted 227
days after the close of the fiscal year.

After Delaware lifted electricity rate caps
in 2000, power costs for state facilities
were projected to double. The state cre-
atively aggregated the electricity load for
schools, local governments and volunteer
fire companies, thus maximizing public-
sector purchasing power. An innovative re-
verse auction was held that, according to
Bob Furman, the director of Facilities Man-
agement, saved $9 million for the state and
its aggregation partners.

There still are areas that need attention.
Contrary to trends in most of the country,
Delaware does not produce performance
audits or evaluations. The state audits that
are done are fundamentally financial in na-
ture, as used to be the case pretty much
everywhere. They don’t examine program
performance or make comparisons between
similar programs and services over time.

Another opportunity for improvement:
The state’s information technology plan
lacks specific details about how goals will be
accomplished. Key objectives and measures
within the plan would be very helpful in pro-
viding better direction and accountability.

For additional data and analysis, go to
pewcenteronthestates.org/gpp

Strength @ Mid-level Weakness

Money A-
Long-Term Outlook
Budget Process

Structural Balance

Contracting/Purchasing

Financial Controls/Reporting

People
Strategic Workforce Planning
Hiring
Retaining Employees
Training and Development

Managing Employee
Performance

Infrastructure B+

Capital Planning

Project Monitoring o

Maintenance

Internal Coordination o

Intergovernmental

Coordination o
Information B-

Strategic Direction
Budgeting for Performance o
Managing for Performance

Performance Auditing
& Evaluation o

Online Services & Information o

Population (rank): 853,476 (45)
Average per capita income (rank):
$26,812 (14)

Total state spending (rank):
$6,519,932,000 (43)

Spending per capita (rank):
$7,639 (3)

Governor: Ruth Ann Minner (D)
First elected: 11/2000

Senate: 21 members:13 D, 8 R
Term Limits: None

House: 41 members: 19D, 22 R
Term Limits: None



GRADING THE STATES

Strenqth @ Mid-level VEELGIESS

Florida’s leaders have been willing to ex-
periment, innovate and manage aggres-
sively. That’s good. But new ideas don’t al-
ways work out well—particularly when a
state lacks sufficient long-term planning.

Consider Florida’s Division of Human
Resources. In 2001, under Governor Jeb
Bush, changes to the civil service laws cut
back job protections and placed approxi-
mately 20 percent of the workforce on an at-
will basis. The following year, the state out-
sourced many of its personnel functions.

The results haven’t been good. Accord-
ing to the Office of Program Policy Analy-
sis and Government Accountability—a na-
tional leader in program evaluation—the
outsourcing has suffered from poor con-
tract management and implementation.
Over the past four years, voluntary turnover
among full-time career workers grew dra-
matically, leading to reliance on less capa-
ble temporary replacements.

Florida spends little on its workforce as
a whole, ranking last in the nation in per
capita spending on state personnel. State
training dollars as a percentage of total
salary also are among the lowest in the
country—o.89 percent. And even though it
has pursued ambitious and risky personnel
initiatives, Florida has had no real human
resources strategic plan. With so many
services outsourced and a workforce bifur-
cated between those who are civil service
and those who aren’t, it’s little wonder that
Florida’s HR house has a leaky roof.

Fortunately, the state may have begun to
learnitslesson. Although nothing tangible s
in place yet, a strategic plan steering com-
mittee has been working to provide HR guid-
ance. Likewise, in 2000, the state created an
advisory council to vet future outsourcing
proposals—especially for the largest projects.

It might be a good idea for a similar
council to look into the efficiency of finan-
cial reporting. The state’s decades-old ac-
counting-information system isn’t nearly
up to modern needs. An upgrade was at-
tempted beginning several years ago, butit
had to be canned in 2007 due to poor proj-
ect governance and implementation after
nearly $9o million was invested.

Florida does a terrific job in managing

Florida

its buildings and transportation assets. Per-
formance measures serve as guides to both
funding and management decisions. For
instance, the Department of Transporta-
tion is at a five-year high for projects com-
pleted within 10 percent of the original es-
timated price.

For the most part, Florida has managed its
long-term financial position well. The state’s
pensions are more than 100 percent funded,
its liability for other post-retirement benefits
is relatively small and the state debt level re-
mains modest. But some financial matters
still slip through the cracks: An internal audit
in March 2007 raised red flags about the in-
vestments made by the State Board of Ad-
ministration—warnings that never madeitto
the appropriate authorities until after a run
and subsequent freeze on the local invest-
ment pool.

In the short term, the housing bust is
hitting Florida particularly hard. Withoutan
income tax, it relies heavily on sales tax rev-
enues, especially from the construction in-
dustry, and those volatile revenues have
been declining sharply over the past year. In
January, the state’s voters approved a ballot
measure that could make fiscal problems
worse: [texpanded the local property tax ex-
emption for resident homeowners, thus
depriving localities of revenue many of
them need to provide vital services. The lo-
calities are bound to come to the legislature
in search of help in filling the gap.

Many Floridians also are concerned that
the Hurricane Catastrophe Fund—a trust
fund set up to reimburse insurance com-
panies for a portion of future hurricane
losses on residential property—represents
a risk to the state’s long-term financial se-
curity. State Chief Financial Officer Alex
Sink has estimated that Florida might have
toissue $20 billion in bonds if a hurricane
did $28 billion in damage. Those bonds
would be paid back by homeowners
through assessments on their property.
Hurricane Wilma alone—a Category 3
storm when it hit the state in 2005—did $10
billion worth of insured damage.

For additional data and analysis, go to
pewcenteronthestates.org/gpp
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In 2003, when Governor Sonny Perdue
decided to set up his Commission for a New
Georgia, it sounded like a recipe for one
more unread manifesto doomed to gather
more dust than interest. Even the gover-
nor’s desire to include the state’s “best and
brightest” minds in assembling the report
wasn't easily fulfilled. Many of the bestand
brightest had long since become jaded
about the benefits of this kind of effort.

But the governor meant business. He ul-
timately pressed more than 300 private-sec-
tor representatives into service, promising
to do everything possible to implement
their recommendations. And since its cre-
ation, the commission has been slowly,
quietly and deliberately infiltrating Georgia
state government with best practices from
private industry—*“like a special forces in-
vasion,” says Joe Rogers Jr., chief executive
officer of Waffle House, and co-chairman
of the commission.

Key among the commission’s accom-
plishments is an intense focus on customer
service and on managing for results. The
new Governor’s Office of Customer Service
has collaborated with front-line state em-
ployees to create a more consistent—and
productive—experience for citizens seeking
help. By aggressively training employees,
leveraging technology and monitoring out-
comes, the state has driven down wait imes
at call centers and has shrunk the rate at
which citizens just get tired of waiting and
hang up. And the state follows up to deter-
mineif citizens’ concerns were satisfactorily
addressed.

To make sure that the focus on service
pervades all levels of government, Georgia
has undertaken new efforts to recruit and
retain a qualified workforce. Based on em-
ployee satisfaction surveys, Georgia is over-
hauling its compensation and benefits
packages by linking pay to performance
and raising salaries for new hires.

This is critical for the future. Georgia
faces a wave of retirements over the next
few years, while below-average salaries and
the state’s booming economy have made it
difficult for government to lure and retain
young workers. The state also is con-
fronting an unintended consequence of its
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own civil service reforms of 1996, which
eliminated most civil service protections
and allowed state agencies to make at-will
hires on their own. Although the decision
has made hiring more efficient, it also has
resulted in some inequity across agencies.
The Department of Transportation, for ex-
ample, pays higher salaries than other de-
partments and is sometimes accused of
“hoarding” the best employees. Other agen-
cies, by contrast, have struggled to fill some
positions—often for long periods of time.

To address those imbalances, Georgia is
taking a step back toward a standardized per-
sonnel system, trying to instill worker loyalty
to the state as a whole, not to a particular
agency. “If the Army can recruit for anyjobin
the entire Army with one sergeant sitting be-
hind a deskina courthouse in a small town in
south Georgia, why can't the state of Georgia
do something similar?” asks Frank Heiny, as-
sistant commissioner for personnel.

When it comes to performance budget-
ing, Georgia’s efforts have generated a diffi-
cultturf battle. The agencies produce reams
of data, and the governor’s office is using the
numbers to hold them accountable. But the
Senate Budget Office, unimpressed by either
the quality or the reliability of executive
branch performance measurement, wants to
take another approach. The conflict, says
Alan Essig, executive director of the Georgia
Budget and Policy Institute, is in fact “over
power, and who's really responsible for dif-
ferent parts of the budget.”

The governor and the legislature would
dowell to reach consensus on this issue. The
politics will always be tricky—but there’s a
straightforward first step: Key performance
measures can be made available to a wider
group of citizens, managers and legisla-
tors. Right now, the measures are main-
tained in separate systems and accessible
only to the respective agency managers. “It’s
great that we're doing a better job of per-
formance measurement,” says Jim Lientz,
the state’s chief operating officer, “but we
need a way to share that information across
the enterprise.”

For additional data and analysis, go to
pewcenteronthestates.org/gpp
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Term Limits: None
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Strenqth @ Mid-level VEELGIESS

For decades, Hawaii has had a law requir-
ing state budget writers to employ real re-
sults-based information. And for decades,
that requirement has been essentially ig-
nored. “Even when agencies purport to
have measurements,” says State Auditor
Marion Higa, “those tend to be fiction.”

There’s little doubt that Hawaii’s budg-
eting methods leave something to be de-
sired. A recent series in the Honolulu Ad-
vertiser questioned whether campaign do-
nations by nonprofits had significantly in-
fluenced legislative decisions over which
nonprofits to back with state funds. Those
are relatively small budget items. But ethi-
cal questions have been raised about spend-
ing procedures for the much larger capital
budget, as well. The legislature is looking at
changes in the means used for selecting
capital projects “so there’s no appearance of
impropriety,” says House Finance Chair-
man Marcus Oshiro.

Even if the state improves at choosing
how to spend infrastructure dollars, it still
must come to grips with an unavoidable ge-
ographic truth. The regular torrent of natu-
ral disasters, including mudslides and earth-
quakes, requires greater attention to main-
tenance than the state currently demon-
strates. Hawaii has a $187 million backlog of
deferred road maintenance. A new project
examining the energy efficiency and main-
tenance procedures of state buildings shows
promise, butas in the case of roads, the real
solution has to be a transition to lasting life-
cycle funding.

Hawaii’s information technology could
use some bulking up, too. A recently insti-
tuted IT governance team should help set
the agenda for investment, but the state
needs to use that governance model to sys-
tematically modernize and standardize its
IT. Right now, a datamart allows disparate
agency systems to interface with the old
mainframe financial system—a smart
workaround but not a long-term solution.

On the personnel front, Hawaii has used
targeted salary increases as a means for at-
tracting workers to hard-to-fill positions. A
new online application system also has
helped to increase applications by about 30
percent since 2005. All of this is linked to

Hawaii

the state’s broader programs to combat out-
migration—one to keep Hawaiians in-state
and another to lure them home from the
mainland—using tactics ranging from high
school visits to job fairs to headhunting
Websites. Although much is being done to
recruit employees, better workforce plan-
ning is still needed to make the best use of
them once they arrive.

The Procurement Office has a different
kind of people problem—too many people
are purchasing and not enough people are
reviewing the purchases. Without suffi-
cient staff to analyze purchasing data, the
state is foregoing easy savings, especially on
big-ticket items.

One managerial success story in Hawaii
can be found in its Department of Human
Services. Since 2003, Director Lillian Koller
has transformed an insensitive agency that
was removing children from their homes at
four times the national average without ap-
preciable safety benefits. A differential-
response approach—treating lower-risk
cases with a more comprehensive assess-
ment of family needs than the strict inves-
tigative model allows—has dramatically re-
duced the number of children entering
foster care. And almost $10 million of fed-
eral welfare grant money that sat unused
every year is now directed to programs such
as Hui Ho’omalu, a partnership of com-
munity providers that recruits better foster
parents, leading to increased adoptions and
family reunification. Continuous quality
improvement goals, more stringent than
federal requirements, have improved case-
worker response time and brought re-abuse
rates down.

One of the biggest obstacles Human
Services has faced is an IT system de-
scribed as a “complete management alba-
tross.” But Koller has found a way around
it by forging a partnership with Maui Com-
munity College, using students to develop
an entirely new system. This seems to be
getting the department just what it needs
at a fraction of the ordinary cost. It’s hard
to argue with that.

For additional data and analysis, go to
pewcenteronthestates.org/gpp
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Population (rank): 1,285,498 (42)

Average per capita income (rank):
$27,251 (1)

Total state spending (rank):
$8,913,697,000 (38)
Spending per capita (rank):
$6,934 (6)

Governor: Linda Lingle (R)
First elected: 11/2002

Senate: 25 members: 21D, 4 R
Term Limits: None

House: 51 members: 44D, 7 R
Term Limits: None
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X Idaho

Government has always been a rather infor-
mal affairin Idaho. With little political strife,
the overwhelmingly Republican legislature
meets for a couple of months each year,
quickly passes the necessary appropriations
bills with minimal public input and heads
back home. Indeed, passing a budget on
time seems like an Idaho religion, on par
with efficiency and conservative fiscal policy.
“There is a tradition in Idaho thatlegislative
sessions thatlastlonger than 9o days arenot
a good thing,” says David Fulkerson, the
state financial officer.

In that political atmosphere, it's been dif-
ficult for long-range planning to take rootand
thrive. But state officials are beginning to re-
vamp their planning process and put pro-
grams to more analysis and review. It couldn’t
come at a better time. In recent years, Idaho
has witnessed a remarkable economic and
population boom. Highways, suburban hous-
ingtracts and golf resorts have spread across
the landscape. All this change means the
state may not be able to afford its traditionally
informal style of management.

“Inthelastfouryears, we've made a big ef-
fort to do our business differently,” says
Rakesh Mohan, the director of the legisla-
ture’s performance evaluation unit. Prior to
2005, state agencies had produced strategic
plans and attempted to generate perform-
ance measures that would show their
progress. But legislators found these meas-
ures confusing and unreliable. Even the
agencies wouldn't fully vouch for their va-
lidity—many accompanied their figures with
a disclaimer that they might not be fully ac-
curate. Now, agencies are allowed to present
asmaller number of measures thatare more
relevant to their day-to-day work and are re-
quired to certify the numbers.

The quest for efficiency has had some
unintended consequences. For example,
the governor decentralized human re-
sources management, which used to be
run outof a single department, giving more
power to the various line agencies. But that
took away some of the staff that had been
trying to create statewide workforce plan-
ning, amuch-needed effort since the state’s
workforce is growing and experiencing
higher rates of turnover.
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Managing its money is something
Idaho generally does well. The state has one
of the lowest debtlevels in the country, and
the public employee pension system is fully
funded. Several years ago, after the early-
decade recession ended, the legislature re-
scinded a 1.5 percent sales tax increase that
had helped sustain state government duz-
ing hard times. But in 20006, the governor
and legislature decided to bump the sales
tax back up again, by 1 percent. The sales tax
is especially important in budgeting be-
cause Idaho does not use local property
taxes to pay for schools.

Idaho’s biggest looming managerial
problem may be coping with its success at
attracting new citizens. The population has
grown from slightly more than 1 million in
1990 to almost 1.5 million today. There are
strong pressures for road construction, and
the legislature is pushing in that direction
but at the cost of neglecting maintenance.
With all the new construction, what the
state really needs is a more modern asset
management system to track unglamorous
maintenance problems such as potholes.
“What we’re looking at is at least a $5 mil-
lion investment in a new system,” says Julie
Pipal, the deputy director of transporta-
tion, “but the pressure is on to put every
available dollar to new roads. The public
doesn’t want to pay more.”

No citizenry is in love with paying more
for public services, but in Idaho that ten-
dency has probably been exacerbated over
the years by the shortlegislative sessions in
which public participation is perfunctory.
Recently, the government has taken steps
to address the problem with more targeted
outreach and public meetings. When a key
road that connects several major highways
in anew resort area became a traffic night-
mare, hearings were convened and audi-
ence members had suggestions on every-
thing from landscaping to the placement of
stoplights. The result, transportation man-
agers believe, will be a citizen-inspired
road reconstruction that will finally un-
snarl the bottleneck.

For additional data and analysis, go to
pewcenteronthestates.org/gpp
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Population (rank): 1,466,465 (39)

Average per capita income (rank):

$21,000 (44)

Total state spending (rank):
$6,352,876,000 (44)
Spending per capita (rank):
$4,332 (41)

Governor: C.L. “Butch” Otter (R)
First elected: 11/2006

Senate: 35 members: 7 D, 28 R
Term Limits: None

House: 70 members:19 D, 51R
Term Limits: None
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Strength @ Mid-level Weakness

“Emergency Session.” The very words con-
note drama and intense maneuvering at
any state capitol. Yetwhen Illinois Governor
Rod Blagojevich called the legislature intoan
emergency session, justafter the start of this
year, that was hardly the reaction he got. Ex-
hausted by an increasingly bitter and ex-
tended budget brawl with their governor,
legislators mostly just stayed away. Even
the House speaker and the Senate president,
both Democrats like the governor, ignored
him and remained on vacation.

The Blagojevich administration has been
troubled from the start, and the conse-
quences for Illinois government have been
serious. The administration began with
high hopes: Blagojevich’s election victory in
2002, bringing his party control over all
three branches and replacing a Republican
regime tainted by corruption, generated
widespread interest in bringing the state’s
shaky managementinto good shape. Butin-
traparty battles have continually stymied

Performance data is
vital when long-term
finances are frightening.

progress. Political disagreements have been
delaying a new infrastructure-spending plan
for years, to cite just one example, and the
state may soon lose federal matching funds
intended for roads and bridges.

It can’t be easy to manage a state such as
Ilinois, with huge outstanding bills and trou-
bled revenue streams. But when the state’s
leaders are effectively stuck in the mud, the
difficult becomes all but impossible. Last
year, the governor proposed a major expan-
sion of health care supported by a gross re-
ceipts tax on business. The House rejected
the plan 107-0. “We weren't even talking
about coming to some resolution,” says state
Senator Christine Radagno. Months later,
thelegislature passed its own budget, Blago-
jevich vetoed about $500 million of it to
make room for his health care expansion and
the whole mess wound up in the courts.

Fortunately for citizens, some positive
change is occurring underneath the radar.
In the past few years, the governor has re-
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quired agencies to report more perform-
ance information. And some of the yard-
sticks now used, such as the percentage of
ex-offenders who avoid going back to
prison, are measuring solid outcomes.

Performance information is particularly
vital in a state where long-term financial
prospects are a bit frightening. Pensions
and retiree health care benefits are probably
the biggest fiscal problems. Illinois has
struggled for years with an underfunded
pension system, and although $10 billion in
pension obligation bonds were issued in
2003, it’s still one of the worst-funded sys-
tems in the nation at 53 percent. The gov-
ernor has proposed issuing bonds and cre-
ating a long-term lottery lease to generate
$206 billion to deal with the pension short-
fall. But before those plans bear fruit—be-
fore any significant fiscal improvement can
take place, for that matter—the adminis-
tration and the legislature need to restore a
working relationship. Many things hang in
the balance, such as the $25 billion capital
program for roads, bridges, schools, higher
education and economic development.
“There are schools around the state that
have been waiting since 2002” for repairs,
says Ginger Ostro, the budget director.

Clearing the poisoned political atmos-
phere so that productive work can take
place may not be impossible. In earlier
years, despite a fair amount of animosity,
Blagojevich and the legislature at least
worked together long enough to expand
the state’s pre-K school program and chil-
dren’s health insurance.

For now, unfortunately, acrimony reigns.
In January, buoyed by an influential audit
from the auditor general, the legislature
ended months of negotiation by agreeing to
fund mass transit with some higher sales
taxes. At the eleventh hour, the governor
nearly sank the deal by tossing in a proposal
to let seniors ride free. The legislators
clenched their teeth, swallowed their anger,
and voted for it. “I've been here for 12 years,”
Radagno says, “and universally people say
they have never seen anything like this.”

For additional data and analysis, go to
pewcenteronthestates.org/gpp
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Population (rank): 12,831,970 (5)

Average per capita income (rank):
$26,514 (15)

Total state spending (rank):
$55,767,569,000 (7)

Spending per capita (rank):
$4,346 (40)

Governor: Rod R. Blagojevich (D)
First elected: 11/2002

Senate: 59 members: 37 D, 22 R
Term Limits: None

House: 118 members: 67 D, 51R
Term Limits: None
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Strenqth @ Mid-level VEELGIESS

Mitch Daniels didn’t waste any time when
he took over as governor of Indiana at the
start of 2005. He talked the legislature into
voting for Daylight Savings Time, ending a
controversy that had dragged on for decades.
And he setabout privatizing large chunks of
state government in order to encourage the
competition that he felt would bring better
performance in the end. Not all of it has
helped Daniels politically. But the state’s
governmental structure has been changed
in important ways.

Daniels’ biggest privatization initiative
was his move tolease the Indiana Toll Road
to an international consortium. The deal
brought an immediate $3.8 billion into the
state treasury. While other states wait for
federal aid that may never come, Indiana is
busily designing and building a set of in-
frastructure improvements that will carry it
well into the next decade.

With the infusion of all the Toll Road
cash has come new challenges. The trans-
portation department stepped up its plan-
ning to figure out how to spend such a
large volume of money quickly and re-
sponsibly. A 400-projectlist was developed
with the aid of sophisticated traffic projec-
tions, as well as citizen input solicited
through extensive public meetings and up-
wards of 3,000 mailed questionnaires.

Building those projects presents signif-
icant personnel challenges in an industry
that can barely provide enough engineers
for the status quo. But the State Personnel
Department—through a newly devised
strategy of “embedding” central HR staff in
the agencies—has concocted a plan for
meeting the Department of Transporta-
tion’s sweeping needs.

The personnel department has success-
fully fought for market-based salary adjust-
ments for engineers and surveyors, imple-
mented performance-based compensation
and bonuses, courted talent from neigh-
boring states and recruited retirees. It also
has created a career path through which
seasonal maintenance workers are trained
to act as construction inspectors—which
leaders hope will enable the state to meet
the daunting goals of keeping these proj-
ects on time and on budget.

Indiana

Information technology planning in In-
diana has improved vastly with the consoli-
dation of IT services—enterprise-wide plan-
ning was essentially non-existent in earlier
administrations. “We couldn’t have pulled
this off without the governor giving us dic-
tatorial capabilities,” says Chief Information
Officer Gerry Weaver. In the first few
months after consolidation, feedback was
solicited from the agencies that has been
used to direct the CIO’s efforts since.

Indiana has never excelled in managing
for results, and the state has a ways to go.
Still, Daniels is getting mileage out of
some ideas he implemented at the federal
level as the director of the Office of Man-
agement and Budget under President
Bush. Indiana’s new state-level Office of
Management and Budget is using a ver-
sion of the federal government’s Program
Assessment Rating Tool, which informs
funding and management decisions by
giving decision makers a snapshot of pro-
gram performance. So far, Indiana seems
to be getting better results with this system
than the feds are. Through PROBE (Pro-
gram Results: An Outcome-Based Evalua-
tion), the state used 18 standard questions
to evaluate 420 programs over the course
of just15 months.

While the PROBE time frame only al-
lowed for a relatively superficial assess-
ment, it constituted a significant step for-
ward in a state where performance auditing
had been essentially nonexistent. “The
biggest finding was that over half of the
programs couldn’t say whether they were
doing a good job or a poor job,” says Cris
Johnston, executive director of the Gov-
ernment Efficiency and Financial Planning
Group within OMB. Johnston’s group is de-
voting significant time and energy to help-
ing the agencies develop better measures
for their programs and linking those out-
comes directly to employee performance
and agency missions. Thisis no substitute,
however, for an independent audit agency
with a performance audit function—which
the state would be wise to develop.

For additional data and analysis, go to
pewcenteronthestates.org/gpp
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Population (rank): 6,313,520 (15)

Average per capita income (rank):
$22,781(34)

Total state spending (rank):
$26,958,772,000 (18)
Spending per capita (rank):
$4,270 (42)

Governor: Mitch Daniels (R)
First elected: 11/2004

Senate: 50 members:17 D, 33 R
Term Limits: None

House: 100 members: 51D, 49 R
Term Limits: None
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1 lowa

Iowa leaders don't like secrets, and they
have put a high premium on sharing gov-
ernmental successes and failures with the
citizenry. A few clicks on a computer, and
anyone can open up the “Results lowa”
section of the state’s Web site, which shows
the goals of an array of agencies and how
far they've progressed toward achieving
them. Last year, the Human Services
agency added a “Digital Dashboard,” which
posts even more detailed reports on issues,
such as the speed with which permanent
homes are found for foster children.
Notall the news the state shares with the
public is good. For example, like many

lowa's Web site provides
a wealth of data on
almost every aspect of
state government.

states, Iowa is having difficulty recruiting
specialized workers to serve in its rural
areas. Doctors and nurses tend to gravitate
toward larger urban areas where they can
command higher salaries, leaving the re-
cruitment pool for rural prisons and clinics
rather shallow. As a stopgap measure, the
state hired health professionals who serve
more than one location, and began paying
bonuses of as much as $15,000 to nurses
who accept hard-to-fill positions.

Such adjustments are common in lowa
because the state has a thorough and
thoughtful workforce planning process.
Nancy Berggren, the personnel director, is
focused on efforts to get even the smaller
agencies to develop detailed staffing plans.
She points to the state’s aging workforce
and the need for increased diversity as rea-
sons why this planning is especially im-
portant.

Like other states, Iowa has fallen short
on infrastructure maintenance for a long
time. Until a couple of years ago, it had
been spending only 25 percent of its limited
road funds on maintenance. With growing
awareness that roads were deteriorating,
that figure is now 75 percent. That’s the
good news. The bad news is that 75 percent
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is far from enough. The Department of
Transportation had originally hoped to get
its roads, many of them builtin the 1950s,
up to acceptable condition by 2016. But the
nationwide rise in the cost of construction
materials has pushed that back.

Taken as awhole, Iowa still faces a $277.7
billion transportation funding shortage
over the next two decades. The problem
won’t be fixed soon, but recently the DOT
and the legislature held a series of well-at-
tended public hearings throughout the
state, hoping to raise public consciousness
on the need for more road funds, and per-
haps an increase in the gas tax.

One result was the “Time 21” report, a
comprehensive look at Iowa’s transporta-
tion needs over the next several decades.
The state’s counties and cities signed off on
the Time 21 planning process, and for the
firsttime, all the jurisdictions that receive a
share of federal road funds have agreed on
alistof priorities. The Time 21 effortdidn’t
come with a pile of money attached, but it
has finallyled to some forward motion. “In
the past,” says Nancy Richardson, the DOT
director, “the biggest discussions weren’t
what to build, but what percentage of the
money everyone got.”

Towa has a reputation for sound finan-
cial management, and it has worked to
maintain it. In recentyears, leaders have de-
veloped a willingness to cooperate across re-
gional and agency lines, and thishashad a
positive effect on many management prac-
tices. For example, representatives of the
Legislative Services Agency, the Depart-
mentof Managementand the Department
of Human Services have been meeting
monthly, and one of their tasks is to arrive
at a joint estimate of revenues received
from the federal government. Prior to this
arrangement, each department would
come up with its own estimate, and would
spend a good part of the year arguing about
which figure was accurate. Now, says Den-
nis Prouty, the legislative services director,
“we can talk about how to best administer
Medicaid, instead of who’s right.”

For additional data and analysis, go to
pewcenteronthestates.org/gpp
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Population (rank): 2,982,085 (30)
Average per capita income (rank):
$23,115 (31)
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$14,941,961,000 (31)

Spending per capita (rank):
$5,011(30)

Governor: Chet Culver (D)

First elected: 11/2006

Senate: 50 members: 30 D, 20 R
Term Limits: None

House: 100 members: 53 D, 47 R
Term Limits: None
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Governor Kathleen Sebelius holds a mas-
ter’s degree in public administration, and it
shows. Where preceding governors tended
toignore the everyday workings of the state
bureaucracy—and allowed some segments
of itto fall into general disrepair—Sebelius
has involved herself in managerial detail
and forced agencies to collaborate on every-
thing from water policy to training for state
personnel. Kansas is just small enough for
this kind of approach to be feasible. “This
ship is like a medium-sized cruise boat,”
says Burdett Loomis, a professor of politi-
cal science at Kansas University. “It’s not
easy to turn around, but it’s possible.”
That’s the good news. The bad news is
that there’s quite a bit 