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CALL TO ORDER

Co-Chair Gary WI ken convened the neeting at approxinmately 9:03 AM
PRESENT

Senat or Lyda Green, Co-Chair
Senator Gary W/ ken, Co-Chair
Senat or Con Bunde

Senat or Lyman Hof f man

Senat or Donny O son

Senator Ben Stevens

Al so Attendi ng: SENATOR RALPH SEEKI NS; SENATOR TOM WAGNOR;, CRAI G
HOLT, Director of State and Local |ssues, Enterprise Application
Pl anni ng, Uni sys Corporation, CHERYL FRASCA, Director, Ofice of
Managenent and Budget, O fice of the Governor.

Attending via Tel econference: There were no teleconference
partici pants.

SUMVARY | NFORMVATI ON

Presentation by M. Craig Holt, Governnent Consultant
Accountability in Governnent: Measuring Results

Senator WI ken noted the purpose of this hearing is to review the
m ssi ons and neasures approach to funding governnment. He rem nded
that the Legislature began considering this practice five to six
years prior and passed |legislation to inplenent it three years ago.

Senator WIlken read a statenent of M. Holt’'s credentials as
foll ows.

M. Holt’s primary area of focus with Unisys G obal Public
Sector includes IT [information technology] Assessnent,

SFC- 03 (1) 02/ 11/ 03



Integration, and Strategy. He has been a catal yst for change
in the public sector for over 15 years and has worked in 4
di fferent governnent agencies under three different governors.
Craig has held positions such as Director for Managenent
Information, Assistant Director for Custoner Services,
Managing Director for Productivity Services, and Chief
Information O ficer.

In Novenmber 1995, M. Holt founded a managenent consulting
practice, and developed it into a multi-mllion dollar
enterprise before being acquired by Andersen’s Ofice of
Governnment Services in March 2000. Unisys subsequently
acquired this unit in June 2002.

M. Holt has provided I T and ot her managenent services to a
wi de variety of clients include[ing] the U S. Federal Trade
Comm ssion (FTC), National Security Agency (NSA), Wishington
D.C. — Departnent of Public Wrks, State of New York -
Departnent of Taxation and Finance, Cty of San Jose (CA)
City of Seattle (W), Gty and County of San Francisco, State
of Al aska House Finance Committee, [State of] Colorado -
Department of Transportation, State of Mntana - Human
Resour ces Departnent, and Auditor Ceneral of British Col unbia.
M. Holt also provides Strategic Consulting to elected
officials at the State, Gty and County | evels.

Crai g has been the recipient of numerous awards throughout his
career, nost notably the Superior Cvilian Service Award
Vi sion and I nnovation Award, Investing in People Award, and
Nat i onal Excellence Award for Managing for Results.

CRAIG HOLT, Director of State and Local Issues, Enterprise
Application Planning, Unisys Corporation, noted the “level of
maturity”, with regard to the matter of results-based budgeting,
has i ncreased over the past several years. H's presentation cited
pages in the handout titled “State of Al aska Senate Finance
Commttee Mssion(s) and Measure(s) February 11-12, 2003, Juneau,
Al aska” [copy on file] as foll ows.

Shifting fromINPUTS to Qutcones

[Illustration representing noney and resources on the left,
deci sion-makers in the mddle, and healthy famlies, natural
resources and technol ogy or education on the right.]

M. Holt informed that, in general, finance commttees and chief
financial officers focus nost energy on determ ning the anmount of
funds available for allocation, i.e. inputs. He enphasized that the
conmttee nenbers are responsible for considering the inputs, “then
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i nvest them for outputs”. He cautioned against investing too nuch
energy into the inputs.

M. Holt continued that the issue of inputs and outputs becones
further conplicated as agencies present specific progranms. He
stated that the Conmttee nust consider the prograns in the context
of how they affect the desired outcones and results.

M. Holt approved of the part-tinme status of |legislators in Al aska;
however, he stressed the necessity for efficiencies in the limted
time the Legislature is in session. He therefore noted that if nost
time is utilized “trying to understand the franework” of various
prograns, time could not be devoted to achieving results.

Why Agency M ssion(s) are | MPORTANT!

“VMirtually all of the results that government strives to
achieve require the concerted and coordinated efforts of two
or nore agencies. However, m ssion fragnmentation and program
overlap are w despread and prograns are not always well-
coordi nated.”

-David M Wal ker, Conptroller General of the United States,
2/ 10/ 99

M. Holt expressed that the challenge of the Cormmttee Menbers is
to inplement “integrated approaches to the results you re trying to
acconplish.”

Senat or Bunde rel ayed a statenent comonly nmade by Senator Dyson
regarding “people who fight over their victinms.” Senator Bunde
asserted that the legislature encounters this mndset and asked
whet her the speaker had suggestions in overcomng this dilenma.

M. Holt enphasized the need to maintain focus on the intended
result of the funding, such as safer communities, better famlies,
reduction in substance abuse, etc. He surmised that this would
change the priority from who “takes credit” for providing the
service and instead give priority to ensuring healthier Al askans.
He furthered that the Legislature should al so determ ne whet her the
State is the only party providing each service. He explained that
if it is determined that nore than one entity is providing a
service efforts should be made to coordinate those activities. He
qualified that the Legislature is not the appropriate governnent
branch to actually inplenment the coordination.

St ruct ur e- Program Focus

[ Organi zational Chart showng Honeland Security Agency
al i gnnment |
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M. Holt detailed the hierarchy of the 175, 000-person organi zati on.
He pointed out that the Federal Bureau of Investigations (FBI), the
Central Intelligence Agency (CIA), the U S. Coast Guard, the
I mm gration and Naturalization Service (INS), and ot her agenci es,
are not specified in this pyramd. Instead, he noted, the chart
states the intended results. He asked how the success of border and
transportation security would be neasured.

Senat or Bunde responded that “hopefully” failures would not be the
nmeasur enent s.

M. Holt agreed and stressed the sinplicity of mssions and
nmeasures should be “intuitive”; not include every activity of an
agency, but rather “what we hope to acconplish”. He stated that
once an effective mssion statenent is established, policies and
i nvestnment decisions could be considered as they relate to
achi evenment of the goals.

Key Concept: M ssion Statenent

SHOULD;
Briefly state WHY departnent exists,
Hi ghl i ght UNI QUE contri bution of departnent,
Unify the core services/service group
Be nenorabl e and usabl e

SHOULD NOT;
Be |ist of everything we do,
I ncl ude statenents of val ues,
I ncl ude “qualifiers” of who, how well, how good,
Cont ai n | anguage that is vague and uncl ear.

M. Holt gave an exanple of the National Aeronautic and Space
Adm ni stration (NASA), stating that despite the recent tragedy of
the Space Shuttle Colunbia explosion, this agency’'s mssion has
once been to “get man to noon and back safely”. He noted that the
goal was very clear, despite the challenges in reaching that goal.
He told of a NASA custodian who in responding to a journalist’s
inquiry of his job description quoted “get a nman to the noon and
back safety”. M. Holt relayed that under further questioning, the
custodi an explained that if an astronaut were to slip on a dirty
hal | way floor, or otherwi se be distracted by an unclean facility
prior to a mssion, that astronaut’s ability to perform at ful
capacity could be hanpered.

M. Holt stressed the need for the mssion statenent to be clear
and concise so all nenbers of an organi zation could renenber and
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followit. He predicted that if the NASA m ssion statenent had been
superfluous, the custodian would have been wunclear how his
performance affected the mssion of the agency. He noted that
m ssion statenments should not contain value statenents or
qualifiers.

Exanpl e “M ssion Statenents”

BAD M ssion Statenent

In partnership with the citizens of Al aska, protect the public
from repeat offender crinme by using the best correctional
practices available to provide a continuum of appropriate,
humane, safe and cost effective confinenment, supervision, and
rehabilitation services. The Departnment will carry out its
responsibility while respecting the rights of victins and
recogni zing the dignity inherent in all human bei ngs.

GOOD M ssi on St at enent

The mssion of the Departnent of Natural Resources is to
devel op, conserve, and maxim ze the use of Alaska’s natura
resources consistent with the public interest.

M. Holt remarked that an indicator of a bad m ssion statenent is
one that contains “nore commas and periods than words”. He pointed
out that in the above exanple, “protect the public from repeat
of fender crine” is all that is necessary for an effective m ssion
statenment. He stated that although providing “a continuum of
appropriate, safe and cost effective confinenment” and “respecting
the rights of victins and recognizing the dignity inherent in al
human bei ngs” are inportant, these are actually value statenents
and should not be included in the m ssion statenent.

M. Holt also assured that the process of achieving the goal should
not be included in the mssion statenent. He reiterated the
Legislature’s responsibility is to ensure that the intended results
are clear and that the investnents made are achieving those
results.

M. Holt identified the key phrase in the “good” m ssion statenent
as “wth the public interest”. He expressed this m ssion statenent
“forces relevancy”, explaining that the Legislature, as |eaders,
nmust determine the public’'s interest. He furthered that as tine
passes and the “rate of change increases dramatically”, the
inmportance of the Legislature’s duty to identify the public
i nterest increases.

Counci| on Donestic Violence & Sexual Assault
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Previ ous Assunpti on:
The CDVSA was working to decrease the nunber of Donestic
Vi ol ence & Sexual assaults in Al aska.

The Di scovery:

1. Avast mgjority of the funding for CDVSA was being spent on
increased space in shelters for victinms of donestic
vi ol ence.

2. The focus was on warehousing victins rather than
preventi on.

M. Holt comented that although the sheltering of victins is
worthwhile, given the limted anount of federal funds avail able for
the Council’s activities, the assunption of decreasing the nunber
of assaults could not be achieved. He suggested that the m ssion
could be changed to focus on providing nore shelters, but warned
that this would create a “no wn” scenario, as the core problem
woul d not be addressed.

M. Holt stressed that investnents nust be made in prevention. He
qualified that this would decrease the anmount of funding for
shelters and that there would be a period of tine before the
prevention efforts reduce the nunber of victins requiring services.
However, he advised that other service providers, such as faith-
based organi zations, could “step in here as a bridging strategy”.

Correctional Industries

Previ ous Assunpti on:

Correctional Industries was set up to train inmates wth work
skills that they could use upon rel ease formthe Departnent of
Corrections.

The Di scovery:

1. Most inmates in the programwere not going to be rel eased
until they were well past the age of useful enploynent.

2. The program was severely restricted in what types of
industries it could engage in, thereby limting it’s
ability to give inmates marketable job skills.

M. Holt interpreted the first discovery, noting the innates
recruited into the programare “career crimnals”, or those serving
alife sentence. He informed the Menbers that the reasoning is to
avoid a high turnover of trained workers. He stressed this is
typical, as correctional industries are operated as a business and
thus requiring a stable workforce.

M. Holt furthered that the funds are not utilized to train i nnates
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who woul d |ikely be released and subsequently require enpl oynent,
but that the funds are used to teach skills for which there is no
job market. He explained that prison industry legislation is often
enact ed under encouragenent fromthe business community to prevent
conpetition for the private sector. Therefore, he sunmarized that
this program effectively trains inmtes, who would never be
rel eased, to performjobs that are not avail abl e.

M. Holt expressed that although the current process has nerits, it
shoul d not be considered rehabilitation or job training.

What ' s | MPORTANT to neasure?

Result: The intended “outcone” of the effort.

NOT Activities: The things done to acconplish the “outcone”.
EXAMPLE — JOBS Trai ni ng

Result = Person gets a Job

Activities = Person’s case is established
Person is trained
Person receives child care assistance
Person is taught interviewing skills

M. Holt noted all the activities are inportant; however, the goa
remains to get person a job.

M. Holt relayed an incident involving a |arge municipal governnent
and his unsuccessful efforts to inplenment a results-based budget
approach to the human resources departnent. He told of two
operating divisions wthin the agency and the unwllingness to
coordinate efforts and resources to provide «childcare for
participants during both the period of receiving job training as
wel | as once enploynent is obtained. He surm sed that due to the
hardship on participants to obtain childcare through the agency
once they begin working, many would opt to | eave their enpl oynent.
He remarked that the agency representatives blane the participants
for the failures of the program

M. Holt informed that this probl emrenains unsol ved as the parties
clainmed to not have the “political will” to inplenent the necessary
changes.

“Bal anced Set” of Measures

[Illustration of a scale containing noney on one side and
productive citizens on other side. The bal ance of the scale is
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| abel ed “How Well”.]

M. Holt detailed the chart.
AT EASE

M. Holt qualified that the balance between efficiency and
effectiveness could be unequal, depending upon the services
invested in. He stated that efficiencies could be nore inportant in
sone prograns and effectiveness nore inportant in others.

M. Holt enphasized the inportance of conpleting the “cycle” rather
than just enabling clients, particularly in human services prograns
such as rehabilitation prograns. He stated that clients should have
the ability to maintain enploynment for a sufficient period of tine
after conpletion of a job-training program

“Bal anced”: JOBS Program
Program Welfare to Wrk

Ef ficiency:
Cost per client that gets a job.

Ef f ecti veness:
e Average time to nove fromWelfare to Work
* %of clients placed above ni ni nrum wage
* %of “repeat” clients

M. Holt commented, “You don’'t need a whole | ot of neasures but you
need i nportant ones.”

M. Holt shared that in another state, the job training cost is
$18,000 for each participant. He stated that this mght not be
efficient, but the effectiveness of securing enploynment could be
nore i nportant.

Cascadi ng Ali gnnent - Exanpl e
O fice of Al cohol and Substance Abuse

Depart nment :
* % dients who inprove after |eaving treatnent

Program Measur es:

* % of clients who inprove in their vocational status 6
nont hs after |eaving treatnent.
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* % change in clients not returning to Crimnal Justice
System

Servi ce Measures:
* % of prograns achieving substantial conpliance.
* %of clients successfully conpleting treatnent.

M. Holt opined, “lIt’s one thing to get a job, it’s another to get
a job that sustains an inconme that keeps themoff of welfare.”

M. Holt continued describing the $18,000 per client program He
rel ayed that he asked the success rate of this programin terns of
the length of time that clients nmaintai ned enpl oynent. He | earned
that no such neasurenents were available because all federal
funding for the programwas elimnated six weeks after the client
conpl eted the training.

M. Holt commented, “.certain systens are set up to show a certain
type of success.”

Key Questions for POLI CY MAKERS

What is your m ssion?

How do agency Prograns contribute to the M ssion?

Who are the custoners of their Prograns?

What are the Program Qut cone Performance Measures?

How did you do | ast year?

What do you intend to do differently this year?

What are your strategies/priorities for this next year?
Whi ch neasures are you going to use to validate and nonitor
the state’ s investnent?

Is there duplication between agenci es?

10 Are other options viable to acconplish these outcones?

© ONoUARWNE

M. Holt recomended the Commttee and Agencies “should be very
confortable in answering” these questions.

M. Holt pointed out the questions are “sequence dependant”
explaining that if the mssion could not be agreed upon, other
action nust be stopped until agreement is reached. He qualified
t hat di sagreenent woul d occur; however if the m ssion could not be
agreed upon, the prograns would not natter.

Li nki ng Departnent M ssion/ Qutcomnes

EXAMPLE ONLY

[Gaph listing departnents vertically, Senate Priorities
hori zontal Iy, and indication of prograns.|]
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M. Holt noted this graph identifies which progranms contribute to
each priority.

M. Holt informed this graph determ nes whether prograns align with
the identified priorities. He furthered that Commttee Menbers
could then decide if adequate effort is invested into a priority.

M. Holt then pointed out that the Perfornmance Measures shown on
the graph reflect, “how well your priority is being acconplished, *
despite what departnents are involved. He explained, “It allows you
just to say ‘are you nmking progress on your priorities’ versus
just making progress within an agency” and enphasi zed, “That is a
fundanmental difference in view”

PIT FALLS (Lessons fromthe “Pit”)

Focus is to inprove — not keep score. Resist the urge to
“judge” the nunbers too quickly.

Build in a quarterly review process, and be ready to nmake m d-
course corrections.

Same process does NOT equal sane “content” — there will be
di sagreenent on agency m ssi on/ program

Most Fi nancial Systens “count things” and will probably have
to be nodified, to provide results based information.

Renenber — no one wins — if poor investnments are made!

M. Holt stressed the need to focus on inprovenent instead of
scorekeeping, particularly because of the difficult economc
climate. He warned that keeping score “doesn’t do anything”, giving
an anal ogy of identifying faulty products at the end of an assenbly
l'ine

M. Holt reconmmended addressing this natter as a challenge to the
departnents to provide the best possible return on the investnent.
He al so cautioned agai nst meking significant changes only once a
year, preferring quarterly reviews and adjustnents.

M. Holt next addressed the differences in opinions that would
occur with the change in gubernatorial admnistrations. He
remar ked, “Just because you’'re using the sanme process does not nean
you will conpletely agree on the content.”

M. Holt conpared the House and Senate Finance Committees to a
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corporation’s board of directors, in that the Commttees are
responsi bl e for the investnents made.

CHERYL FRASCA, Director, Ofice of Managenent and Budget, O fice of
the Governor, expressed the Adm nistration anticipates working
together with the Legislature on the missions and neasures
framework. She told of an action plan under preparation to
i npl enent the intentions nmade by Governor Mirkowski in the recent
State of the State address. She expressed that the results based
budget approach would be utilized to achieve the Adm nistration’s
goal s.

SFC 03 # 2, Side B 10: 13 AM

Co-Chair Wl ken recalled that Ms. Frasca was associated with the
i nception of the m ssions and neasures nethodol ogy for Al aska.
Ms. Frasca affirmed and told of her experiences ten years prior.

ADJ CURNIVENT

Co-Chair Gary WI ken adjourned the neeting at 10: 14 AM
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