1: 32: 40 PM

CALL TO ORDER

Co-Chair

HOUSE FI NANCE COW TTEE
January 21, 2016
1:32 p.m

Neurman called the House Finance Commttee neeting

to order at 1:32 p.m

VEMBERS PRESENT

Representati ve
Representative
Representati ve
Representati ve
Representative
Representati ve
Representati ve
Representative
Representati ve
Representati ve
Representative

VEMBERS ABSENT

None

ALSO PRESENT

Mar k Neuman, Co- Chair

St eve Thonpson, Co-Chair
Dan Saddl er, Vice-Chair
Bryce Edgnon

Les Gara

Lynn Gattis

David Guttenberg
Scott Kawasaki
Cat hy Munoz
Lance Pruitt
Tamm e W1 son

Pete Ecklund, Staff, Representative Mark Neuman; Craig
Hol t, Di rector, Qut | ook Associ at es; Mar k Lui ken,
Comm ssi oner, Departnment of Transportation and Public
Facilities.

SUMVARY

PRESENTATI ON:  UPDATE ON | NTERI M RESULTS BASED BUDGETI NG
CRAI G HOLT, DI RECTOR, OUTLOCOK ASSOCI ATES

MARK LUl KEN, COWM SSI ONER, DEPARTVENT CF

TRANSPORTATI ON AND PUBLI C FACI LI TI ES

House Fi nance Committee 1 01/21/16 1:32 P. M



Co- Chair Neuman di scussed the neeting agenda. The conmttee
woul d  hear a presentation from the Departnent of
Transportation and Public Facilities (DOTl) on work it had
done over the interim to incorporate results-based
budgeting into its managenent and budget processes. He
noted that the Departnent of Health and Social Services
(DHSS) had undergone the sanme process several years
earlier.

PETE ECKLUND, STAFF, REPRESENTATI VE MARK NEUMAN, el aborated
that approximately three years earlier DHSS had undertaken
work with Craig Holt [director of Qutlook Associates] to
i ncor porate resul t s- based budget i ng ( RBB) into t he
departnent's budgeting and rmanagenent processes. He
reiterated that DOT had begun the process during the past
interim The two departnments conbined represented about $4
billion of the state's budget (including state and federa
funds). He noted that M. Holt would hold a training on
Saturday for anyone interested in a nore in-depth |ook at
resul ts-based budgeting and how it had helped the two
departnments to work towards inproved outcones.

Co- Chair Neuman remarked that the training was the upcom ng
Sat ur day.

M. Ecklund relayed the details on the neeting tine and
| ocation. The purpose for RBB was an effort to change the
culture of governnment (noving away from just getting
dollars) to a managenent approach in order to get better
outconmes. The goal was to change how the |legislature
interacted with the departnents. He detailed that the
finance commttee nenbers were investors who invested in
the departnents' activities and in outconmes and results. He
furthered that it represented a philosophical and culture
change in the relationship between the legislature and the
executive branch agencies; it also represented a culture
change within the departnents.

NPRESENTATI ON: UPDATE ON | NTERI M RESULTS BASED BUDGETI NG

1:36: 27 PM

CRAIG HOLT, DI RECTOR, QUTLOOK ASSOCIATES, ©provided a
Power Poi nt presentation titled "2016 House Finance Briefing
Results Based Budgeting/Alignment (RBB/RBA)" (copy on
file). He wunderscored that a nore detailed presentation
woul d be provided on Saturday. He noted the training would
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utilize exanples from DHSS and DOT in nore detail. He
expl ai ned that the departnents [DHSS and DOT] had taken two
simlar but different approaches. He elaborated that DHSS
had really focused on trying to get a sense of how its
noney was flowing (its forner $2.8 billion budget had been
reduced). He would discuss how the noney was flowng to
direct services. Additionally, he would address cuts and
funding sources. He added that DHSS was currently in the
process of bringing its neasures along; whereas DOl had
focused on getting its nmeasures started. He explained that
the presentation would address neasures and alignnent. He
furthered that DOI had begun the process of aligning its
nmoni es and budget with the outcones. He expounded that the
| egislature would be able to see what the final picture
should look like - it would denonstrate accountability for
how the dollars flowed and how well the investnent was
doi ng.

Co- Chair Neuman asked nenbers to provide questions
t hroughout the presentation.

M. Holt addressed slide 3 titled "Key Concept: M ssion
Statenent." He reiterated that the legislature acted as
i nvestors on behalf of Alaskans. He noted there were 15 or
16 agencies in addition to various boards and comm Ssions.
He relayed that the first focus should be on the m ssion of
the agencies; it would set the framework for how all of the
agency services flowed down. He cautioned that if the
| egislature did not agree with the mission it should stop
because everything else would be a surrogate conversation
for not agreeing on the mssion. He read fromslide 3:

SHOULD:

e Briefly state WHY depart nent exists,

* Highlight UNIQUE contribution of departnent,
e Unify the core services/service groups,

* Be nenorable and usabl e

M. Holt elaborated that the mssion should be nenorable
and usable because it was supposed to bring focus to the
people involved in the organization. He continued
addressing slide 3:

SHOULD NOT:
 Be list of everything we do,
e |nclude statenents of val ues,
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* Include “qualifiers” of who, how well, how good, or
e Contain | anguage that is vague and uncl ear.

M. Holt noved to slide 4 titled "Mssion Statenent -
Exanpl es.” The first m ssion statenment exanple on the slide
pertained to the Departnent of Fish and Gane:

To protect, maintain, and inprove the fish, gane, and
aquatic plant resources of the state, and nanage their
use and developnment in the best interest of the
econony and the well-being of the people of the state,
consistent wth the sustained yield principle. (DFG

M. Holt elaborated that in addition to the departnent's
m ssion, the statenent included what the departnment woul d
do, how well the departnent would do it, and who the
departnment would do it for. He addressed the second m ssion
statenent exanple on the slide that pertained to the
Depart ment of Corrections:

Provi de secure confinenent, reformative prograns, and
a process of supervised comunity reintegration to
enhance the safety of our comrunities (DOC)

M. Holt remarked that the DOC m ssion statenent |anguage
sounded like three core services the departnent delivered
to enhance the safety of conmunities. He believed the
statenment indicated the inportance of the focus on the

enhancenent s to I ncrease t he safety of Al aska's
communities. He renmarked that the focus would enable the
departnent to neasure how well it was doing. The third

m ssion statenent exanple was the Departnent of Education
and Early Devel opnent:

To ensure quality standards-based instruction to
i nprove academ ¢ achi evenent for all students (DEED)

M. Holt pointed out that when focus was placed on the
first part of the statenment versus the latter it could nean
sonething different. The fourth m ssion statenment exanple
was for the Departnent of Transportation and Public
Facilities:

Keep Al aska Myving through service and infrastructure
(DA
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M. Holt remarked that the DOI nmission statement was clear.
The last mission statement on the slide was for the
Depart ment of Labor and Wor kf orce Devel opnent :

Provide safe and legal working conditions and to
advance opportunities for enploynent (DLWD)

M. Holt spoke to the inportance of mission clarification
He believed the departnent's mssion statenents had a good
foundation to start wth.

1:41:52 PM

\V/ g Hol t addr essed slide 5 titled "Why M ssi on
Clarification is |MORTANT" that addressed the Al cohol
Beverage Control Board as an exanple. He read from the
sl i de:

Al cohol and Beverage Control Board

s the “Mssion”....
e Public Protection
e Facilitation of Conmerce
e Revenue Collection / D sbursenent
« Al of the above
* None of the above

Does it make a difference what the Mssion is?

M. Holt explained that the question "does it nmake a
difference what the mssion is?" was rhetorical. He
furthered that it could lead to frustration if the m ssion
was public protection, but the agency thought that its
focus was revenue collection and disbursement. He believed
it wunderscored the inportance of having <clarity and
agreenent on the mssion. He turned to slide 6 titled
"Shifting fromIlnputs to QUTCOVES." He pointed to inages on
the left side of the slide showing bags of noney,
positions, and technol ogy, which were the input side of the
equation. He detailed that there could be significant
conversation about the input side of the equation, but the
real issue for the legislature as investors was how the
itens contributed to the safe novenent of people and goods;
st at ewi de access and connectivity; and access to
exploration and developnent. The shift represented the
conversation away from how nmuch the state had to what the
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state was getting with it. He stressed that even in dire
fiscal times Alaska still had noney that was being
invested. He recalled being told in the past that the |ess
noney a person had, the nore inportant it was to ensure the
noney was going to the right things.

M. Holt further illustrated the point on slide 7 titled
"Investing in RESULTS, not Activities." He spoke about
construction and asked rhetorically if spending all of the
noney or underspending a budget constituted success. He
explained that if there was a focus on the activities that
went in, it was possible to have the conversation

Al ternatively, one could consider how construction spending
hel ped inprove the safe novenent of people and goods;
st at ewi de access and connectivity; and access to
expl oration and devel opnent.

1:45:12 PM

M. Holt turned to slide 8 titled "What's | MPORTANT to
Measure."” He spoke to the inportance of what was neasured
once the focus on the mssion and outcones was clear. He
guoted a friend who had stated that "many things are
measur abl e, few were neaningful." He expounded that it was
not about having "lots of stuff,” but about neasuring the
right thing. For exanple, the outcone of a jobs training
program should be people getting jobs. He addressed a
nunber of activities that went into acconplishing the job
out come:

Activities

e Person’s case is established

e Person is trained

* Person receives child care assistance
* Person is taught interviewing skills

M. Holt elaborated that the itenms were inportant, but it
was inportant to not |ose sight of whether the outcone was
achieved. He questioned whether it was good if an agency
was successful at three out of its four programs. He
answered that it depended. He asked if a mssion was
successful if the focus was on a person getting a job and
nore people obtained jobs. He stated that it was a good
thing, but questioned if it could get better. He renarked
that in difficult fiscal tines it was inmportant to know
whether a person placed in a job was receiving adequate
training. He furthered that it was inportant to know
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because it provided an opportunity for inprovenent. He
reiterated that the focus should be on the results and
activities. He stated that there would be an exanple
pertaining to DOT.

Representative Gara pointed to slide 8 related to a job
training program He discussed that although the current
j ob market was poor, individuals who had gone through a job
training program were enployable and nuch better off than
before. He asked why the right result was a person getting
a job. He remarked that it could take a person six nonths
to get a job due to the poor econony.

M. Holt replied that it was a great question. He stated
that it was inportant to not |ose sight of the fact that
the purpose of the program was to get people jobs. He
furthered that there were many things that could inpact a
person's ability to get a job. He stated that if the
econony continued to do poorly and there continued to be
fewer and fewer jobs, it becanme a decision for investors on
whether to continue investing in life-skills or if there
were other options. The neasurenent only specified what
happened and not whether a good or bad job had been done.
He noted that a person could prepare thenselves as nuch as
possible, but if there was not a job, there was not a job.
| nvestors needed to nonitor in order to determ ne whether
the type of skills needed to be adjusted in order to ensure
that when the job market bounced back that people were
ready for enpl oynent.

1:49: 57 PM

Co- Chai r Neuman spoke to his per sonal educat i onal
experience. He noted that the state had five or six
vocational education entities between DLWD, the University,
the DEED, and the Departnment of Mlitary and Veterans
Affairs. He asked whether the state was training in the
right things if it took a person six nonths to get a job.

M. Holt replied that the topic was to stimulate the
conversati on.

Representative Kawasaki remarked that the result was the
nmetric being used. He detailed that childcare assistance
was one of the core activities wthin DHSS but not DLWD. He
reasoned that a netric for DOC was the recidivismrate. He
stated that 33 percent of offenders returned to jail wthin
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two years after their release; many returned because they
could get access to healthcare in the prison system He
wondered how to neasure an outcone or result when it
pertai ned to several agencies.

M. Holt answered that the information highlighted the
point. He believed that when legislators focused on the
results it would probably involve nultiple agencies. He
rel ayed that when DHSS had conducted the process it had
involved nultiple divisions with real core outcones and had
taken a consolidated effort to get it done. He referred
back to the outconme exanple of a person getting a job
(slide 8). He detailed that the method would be to
determ ne which agency had the lead and to then determ ne
whi ch agencies contributed to the activities and who shoul d
be held accountable for the outconme. Wuether the outcone
was a person getting a job or gaining life skills, sonmeone
had to be in charge of carrying the neasurenent forward. He
noted that he had worked in the field for 30 years and it
was not uncommon to have nultiple agencies contributing to
an outcone. He intended to provide exanples to illustrate
hi s point.

1:52: 49 PM

Representative WIson discussed that she was in charge of
the University budget and believed the outcome to neasure
shoul d be graduates. She provided an exanple and used a | ow
graduation rate. She asked if legislators should drill down
into all of the reasons students may not be graduating if
it was basing its funding on the graduation |evel.

M. Holt replied that he strongly advised investors in a
| arge organization such as the legislature to stay at a
high level. He furthered that it was right for them to ask
questions if the result was not being achieved. He believed
it was appropriate to get further into the details if
satisfactory answers were not provided. He encouraged the
| egislature to avoid trying to solve the issues itself. He
added that it nmay be that the legislature and the agency
have a di sagreenment on what success was.

Representative WIlson provided a scenario where the nission
was for a person to get a job, get a degree, or get a
diploma and it was deternmined that $5,000 would cover
getting the right pieces in place for one of the three. She
asked about results being achieved at a later tine for |ess
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funding. She thought it would be back on the agency to
determ ne how to get nore from the funding because it knew
what the goal was. She opined that if the legislature was
going to stay at a 10,000-foot level it was necessary to
know what the goal was. For exanple, she believed the
| egi slature should know the anmount of noney it required to
obtain the goal of graduation. She stated that if a
graduation rate decreased from 30 percent to 20 percent the
agency would get less funding until it determ ned why goals
were not being net. She reasoned that the agencies were
large and it was difficult for the legislature to drill
dowmn to figure out what had happened. She believed the
| egislative finance subcomrittees got into trouble when
they got into the weeds and began m cromanagi ng versus
setting an attainabl e goal

M. Holt agreed. He recommended that the legislature remain
at a high level as investors and agree to the results it
woul d receive; if the results were not being achieved the
| egislature could ask the agency to conme speak with them
during the interim

1:56: 07 PM

M. Holt addressed slide 9 titled "Exanple Results.”

* Ensure sustainability and harvestable surplus of fish
and wildlife resources (DFQ

e Workforce Developnent to support Alaska hire and
econon ¢ devel opnent ( DWL.D)

» Foster responsible comercial devel opnent and use of
state land and natural resources (DNR)

e Provide access to state lands for public and private
use, settlenent, and recreation (DNR)

e Strengthen Al aska Fam |ies (DHSS)
* Protect vul nerabl e Al askans (DHSS)

M. Holt elaborated that the last two points on slide 9
were included because they were short and brought quick
focus to their goal. He noted that |ong sentences tended to
not bring focus. Providing a clear and concise focus nade
it possible to have a discussion on the expected |evel of
performance. M. Holt turned to slide 10 titled "'Bal anced

Set’ of Measures." He enphasized the inportance of
sequenci ng. He stated that sonmething could be neasured once
there was agreenment on the focus. He stated that
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neasurenent had added two fundanmental elenments including
efficiency and effectiveness. He detailed that efficiency
i ncluded cost indicators (i.e. cost per unit), which were
contrasted against the quality of the services provided. He
stated that the efficiency figure was used to conpare how
wel | the agency was doing with total costs. He |uxtaposed
efficiency with the effectiveness (i.e. how tinely and
accurate the service was). He turned to a construction
acadeny exanple on slide 11. He elaborated that a
construction acadeny had been inplenmented due to the need
for construction workers. He reiterated the inportance of
sinplifying the mission. He furthered that if the mssion
was to increase the nunber of qualified construction
wor kers, the nmeasures were fairly easy to determne. The
slide showed the efficiency as the cost per client that
gets a job (in construction) conpared to the average tine
it took to get a construction job and the percentage of
post graduates enployed in the construction field. He noted
that the three itenms were not a conplete list, but would
provide a good indication about whether the acadeny was
moving in the right direction. He added that it was
inportant to discuss the itens with the agency; it was
inportant to have agreenent on the mission and core
servi ces and how success was measured.

1: 59: 52 PM

Representative Gara addressed slide 11. He provided an
exanple of a wonman going through the construction acadeny
who secured a job on the North Slope, but not in
construction. He wondered why the scenario would not be
counted as success.

M. Holt replied that it depended on the way success was
defined by those neasuring the results. He detailed that
the neasurenent could easily be nodified to renove the
words "in construction" from the measurenent. He el aborated
that it illustrated the inportance of the definition and
agreenent with an agency. He furthered that if the real
focus was ensuring that individuals were enployable, he
advi sed renoving the words fromthe intended outcone.

Representative Gara asked for verification that the slide

was not trying to specify the way the neasurenment should be
done.
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M. Holt agreed and explained that it was nerely an
exanple. In the exanple the outcone was very clear that the
goal of the construction acadeny was to train people for
enployment in the construction field. He stated that the
| egislature could di scuss whet her to broaden the
measurenent. Alternatively, it was possible to look at a
couple of neasures (i.e. what it cost for a student that
got a job and what was the subset of the nunber that got a
job in construction).

Representative Gara referred to conversations he had wth
agenci es about neasuring outcomes. For exanple, he had
asked the Ofice of Children's Services for years about the
hi gh school graduation rate and the agency had not known
the answer for many years. The agency had told him that
with the staff it had it would need to take staff away from
kids to do the data conpilation. He remarked on the state's
$3.5 billion budget deficit. He observed that it would not
i nprove w thout neasures, but on the other hand, to do the
wor k woul d nmean taking enployees fromdirect jobs to do the
data conpil ati on.

M. Holt responded that he had personally done the work
i nside of governnment for the State of Oregon; they had been
directed to have no net increase in admnistrative cost.
The investors had also given the departnents the ability to
report back that they needed relief from certain reporting
in order to work towards another goal. He advised letting
the State of Alaska departnents cone back to the
| egislature for relief if departnents thought they needed
nore. He stated that it should not result in an increase or
take away from direct service. He asked if he had answered
Representative Gara's question.

Representative Gara replied in the affirmative, assumng
there were areas that enployees could be taken away fromto
provi de the work.

Represent ati ve Edgnon shared that he had read recently that
it was a rule of thunb that any organization had at | east
20 to 30 percent waste. He asked for M. Holt's thoughts
and wondered if the nunber was even higher in governnenta
or gani zati ons.

M. Holt replied that he was not famliar with the rule of

t hunb Representative Edgnon had referred to. He stated that
10 percent was not an unreasonable nunber. He furthered
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that governnment did a lot of processing; some was self-
inflected and sone was not. He furthered that it required a
m ni mal anount and nunber of people to set up sonething
like the neasures. He explained that nuch of the raw data
that conprised the indicators was al ready bei ng gathered.

2:04: 44 PM

Representati ve Edgnon asked if wundertaking the process -
that went back to the constitution and core values - would
be advisable when the legislature was considering making
difficult budget cuts.

M. Holt replied in the affirmative, beginning with the
m ssions. He stated that the advantage was that the state
only had 16 agencies in addition to boards and comm ssions
and had only been around for 56 years. He had worked on the
East Coast where governnents had been in business for 200
years and did not know where to find enabling |egislation

He believed M. Ecklund had stated that together the DHSS
and DOT budgets accounted for about $4 billion. He noted
that DOT had four core services and DHSS had seven. He
t hought the entire state nay have 25 or so core services,
which was not too many to have a framework to take a | ook
at .

Representative Edgnon observed that by not wusing the
process it appeared that the legislature was cutting the
budget in a random manner.

Representative Quttenberg stated that there were nuances in
prograns. He detailed that the construction acadeny was not
designed to get people jobs in construction, but to enable
people to determ ne whether they want jobs in construction.
He el aborated that the nunber of people who graduate and
want to work in construction was different from the nunber
of people who graduate. He provided the dental hygiene
program i n Fai rbanks as anot her exanple. He el aborated that
an individual did not require a certificate, but needed to
be conpetent. He stated that when an instructor knew an
i ndi vidual was ready they called a dental office and the
student got a job. He stated that they never graduated. He
spoke to figuring out a way to nuance the effectiveness. He
noted that it also brought up another issue related to the
nunber of people who are conpetent at the end of the course
and would be recommended by the instructor for a job. He
provi ded another exanple of five people in a welding class
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one year who were certified and reconmended by the
instructor and others in the class who were not recomended
the followng year. He stated that the nuances played an
important part in influencing the nunbers.

2:08: 17 PM

M. Holt answered that the purpose of the current
conversation was three neasures and a clear mssion. He
noted that they had quickly arrived at a conversation about
what constituted success in a mssion. He furthered that
once success was determned it was possible to create the
measures and get everyone "marching to the same direction.”
He stressed the inportance of having the conversation prior
to allocating noney to an item He explained that otherw se
t he agency may be thinking one thing while the |egislature
was thinking another, which could cause frustration on both
si des.

Representative Gattis noted that different people could
have different perspectives on what a state agency should
or could be doing even if the enployees understand what
their role is. She renmarked on people being on the sane
page and understanding what their roles and end m ssions
were. She opined that sonetinmes there was a di sconnect and
she believed the current topic was a great conversation to
have. She thought it was great for enployees to know they
were all on the sane page.

M. Holt agreed. He stated that the alignnent piece was the
nost inportant part going forward in governnment. He stated
that if nothing was neasured, but everyone was pulling
towards the sanme mssion it was 10 to 15 percent; the
nunber increased when neasurenents began. He believed the
commi ssi on woul d have sone powerful things to share rel ated
to enpl oyee understandi ng and al i gnnment.

2:10: 55 PM

M. Holt advanced to slide 12 titled "Cascading and
Aligning - the Picture.” He stated that there were
different levels to neasure including the mssion, core
services, and programs. He drew attention to the left and
right sides of the slide and noted that the arrows were
purposefully one directional. He enphasized that the
m ssion should drive the <core services; and the core
services should drive the prograns. He remarked that the
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investors should remain in the mssion and core service
| evel s when meking investnment decisions; staff within the
agencies were responsible for inplementing the progranmm ng
conponent. The right side of the slide related to
contribution nmeasurement (arrows were directed wup); if
al i gnnent was done correctly on the left side of the chart,
the nmeasures should be validating the contribution the
prograns were making to the mssion. He referenced the
earlier discussion he had wth the commttee related to
jobs. He stated that if only three out of four activities
were done well by an agency the l|egislature should take a
look at the issue. He reiterated his belief that the
| egi slature should remain at the mssion and core service
Il evel. He discussed the frequency of neasurenent, which
tied directly to the type of work being done and the w ndow
of decision nmaking based on the data. He remarked that the
| egislature was in session once a year and needed data
appropriate to enable it to nake investnment decisions that
were appropriate for the next year. He noted that the
| egi slature should not be involved on programmati c neasures
that were examined on a nonthly or sem -weekly basis; at
t hat poi nt he believed the legislature would Dbe
m cromanagi ng t he agenci es.

Co- Chair Neuman believed the legislature needed to | ook at
prograns to determ ne whether to fund them He did not want
to partially fund prograns. He wondered why the |egislature
should not | ook at them and asked if M. Holt was | ooking
at programs in a different sense. M. Holt replied that he
was referring to a different context. He agreed that
progranms should not be partially funded. He explained that
the chart on slide 12 was speaking to three different
|l evels. He detailed that in the context he was speaking to,
program neant front |ine services and not programmatic
budgeti ng.

Representative WIson noted that the |egislature was not
funding progranms, it was funding core services to provide
the results it was looking for. She furthered that how a
department chose the programs to achieve the desired
results was up to the departnent.

M. Holt agreed. He intended to use DOT as an exanple to
illustrate the point later on. He noved on to slide 13 and
provided an exanple related to the Las Vegas fire
departnment titled "Alignment - Fire Dept. (LV)." He spoke
to two core missions for firefighters including mnimzing
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the loss of life and loss of property due to fire. He
detailed that there was a six-mnute wndow where a
mul titude of things occurred. At the departnent |evel they
had two neasures including lives lost to fire and estinated
dollar value of loss due to fire. The core service |evel
included the percentage of calls responded to within six
m nutes and the percentage of fires contained within "room
of origin." He had learned that the core service conponents
directly tied to the core mssion of the departnment. He had
been told by firefighters that if a fire could be contained
to the room of origin, the result in loss to life and
property was al nost a factor of 10. He stated that once the
fire hit the duct work it neant absolute destruction. He
addressed the programmatic | evel:

Program

* Aver age mai nt enance cost/truck

*Average time for fire truck response
*Average tine for containnent, once on site

M. Holt elaborated on the inportance of mnmintaining the
fire trucks. He stated that the fire station worked on
nmeasures at the progranmatic level. The core service |eve
| ooked at all of the fire stations across the city and at
the departnment |level the core mission related to m nim zing
lives lost to fire.

2:16: 26 PM

M. Holt turned to slide 14 titled "Alignnent - DOI/PF." He
di scussed that DOI's mission was to keep Alaska noving
through service and infrastructure. He noted that the
following core services of the departnment corresponded wth
those in the program /| evel:

Core Servi ces:

A. Average Tinme to Re-establish Service

B. Change in Road/Runway Condition Rating / Dollars
| nvest ed

C. Nunmber of Mles Meeting Goal & Target/ Total
Ml es

Program

A. Average tinme fromnotification to repair
B. Dol |l ars spent/ |lane m e maintained

C. Redo’'s ($'s) / Total Budget (%' s)
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M. Holt pointed to core service C - the nunber of niles
nmeeting goal and target versus total nmiles; and program
level C - redo versus total budget. He appreciated when
anyone willing to admt when sonmething was not done right
the first tine. He furthered that if a certain anount of
work was planned under a limted budget and a m stake was
made, it would prevent the plan fromconmng to fruition. He
turned to a DOl maintenance chart on slide 15 titled
"DOT/ PF - Maintenance (Core Service)." He pointed to the
first colum on the left that included core and direct
services. For exanple, surface maintenance was listed as a
core service and underneath were the correspondi ng direct
services including routine rmaintenance and incident
response. The chart also included four other colums
i ncluding conformance to plan, tineliness, accuracy, and
cost; for each one of the services the departnent neasured
whether it adhered to the plan accurately and in a tinely
way and how much it had cost.

M. Holt turned to slide 16 titled "DOI/PF - 4 Core
Services." He explained that DOl had developed a tool to
acconplish a certain set of neasures. He furthered that the
departrment had involved various regional enployees to
verify that it had selected the appropriate neasures and
had devel oped a matrix of services that had been assigned
to work teams. For exanple, regardless of where a person
was enployed within the departnent, if a person was doing
snow renoval, there was an expectation on how it would be
acconpl i shed. Services had been identified and a work team
carried the services out. Subsequently neasures that had
been carried out statewwde were populated into a
performance matrix for each work team (slide 17). He
continued to discuss the work team related to snow and ice
removal . He enphasized that there was no question for the
work group on its mssion, how to neasure it, and how it
aligned. The departnent was currently inplenenting the
matri x neasurement structure and would probably have good
neasurenent data in six to nine nonths. He believed it was
elegant in its sinplicity and that it brought consistency
to what was inportant. He appreciated DOI's focus on
i nprovenent. He recalled the DOl comm ssioner's conment
about working to do things better. He stated that DOl had
really f ocused on i npl enenti ng t he nmeasur enent
infrastructure; DHSS was starting the process at present
and had put its initial focus on the budget. He advanced to
slide 21 titled "DOT&PF Core Service Alignnent." He stated
there were four core services for the departnent; the
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teardrops below the <core service sections indicated
di vi sions and which core services they contributed to.

2:22:34 PM

Representative Gattis asked about tineliness and wondered
who determ ned whet her a custoner had been served.

M. Holt answered with slide 19 titled "DOI/PF - Exanple
"front line.'"" He elaborated that the agencies and the
| egi sl ature should agree on the neasures and the definition
to ensure clarity. He furthered that DOT had consulted its
staff to determ ne which neasures would not be applicable.
He used avalanche mtigation as an exanple - staff had
consi dered what would constitute a measure of tineliness.

Representative Gattis referred to snow plowing on the denn
H ghway. She believed the departnent and the custoners had
a different idea on whether a job had been done and in a
tinmely manner. She wondered how to include the custoners as
part of the determ nation on whether the departnent could
do better and where its strengths and weaknesses resi ded.

M. Holt answered that he had been the DOT conm ssioner in
Oregon and had been faced with the sane set of issues. He
advised that legislators as the investors should sign off
on the neasures. He furthered that if |egislators wanted to
have public invol venent It was their purvi ew. He
recommended being realistic; the narrative "out there" wth
the state's current fiscal crisis was that people would
tank on services they delivered. He explained that an
expectation could be set too high in relation to the anount
of funding that was provided. He reiterated that it was the
| egislature's purview. He remarked that he had been working
with Washington D.C. and three days before presenting
performance neasures he had been asked what the citizens
t hought; therefore, he had sought the information out. He
advised that the process had to be done thoughtfully
because perception of service versus reality was not always
the sane thing. For exanple, a person could have a
perception of a service based on one negative experience,
while 99 percent of the time the service was good;
therefore, using the neasures that conpiled all of the data
was very inportant.

2:26: 07 PM
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Co- Chair Neunman asked about ways to neasure the success of
a service. He reasoned that a result was based on actions
taken. He wondered how to know whet her DOT was pl ow ng snow
on time with the amount of noney that had been all ocated
for winter maintenance. He guessed they could |ook at any
accidents that had occurred as an indicator. He asked how
to do that without |Iooking at a five to ten-year average of
road mai ntenance, w nter nmaintenance, the nunber of mles,
and the nunber of accidents. He wondered how else to
measure results outside of |ooking at the data.

M. Holt answered "that's why these are always late to the
party.” He stated that the pertinent question was "what is
the actual appropriate neasure?’ He stated that the
| egislature was funding all state agencies at a significant
anount of noney. He advised inplenenting the neasurenents
and determning whether there was agreenent on their
acceptability until trends were available. He disputed any
argunent that the process was worthless before five years
of data was avail abl e.

Co-Chair Neuman remarked that it was not possible to know
who would fill the legislative seats the follow ng year. He
provided a neasurenent exanple where the |egislature
all ocated $10 million for the DOT snow renoval budget and
within the year there were 20 accidents, 3 of which were
fatal. Subsequently the legislature provided $30 nillion
and the nunber of accidents did not inprove. He observed
that in the exanple the basis on which the Ilegislature
chose to provide nore noney did not result in inprovenent.
In RBB he did not see a matrix on how to neasure based on
performance. He reasoned that performance could only be
based on what had been done.

M. Holt answered that neasuring performance was one thing,
while conparing it to sonething else to determ ne the |eve
of success was anot her.

Co-Chair Neuman clarified that he was inquiring about
conparing performance to itself.

M. Holt agreed and clarified he was speaking to the trend.
He stated that it could take sone tine. But a person could
probably look at two or three seasons of the departnment's
activities to get a sense of a trend. He cautioned that
"these don't stand by thenselves, they just tell you what
happened.” He furthered that in Co-Chair Neuman's exanple a
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person could look at the nmeasures and ascertain that
sonething did not seem right if $10 mllion in additiona
funds were allocated to snow renoval but accidents did not
decline. He explained that that was the point the dial ogue
should occur and the |egislature should determ ne whether
the explanation made sense. He stated that when people
tried to neasure 50 to 100 things it becane meaningless
because there was no focus.

Co- Chair Neunman commented that it was neaningless if data
was not recorded and if there was no awareness to the
| evers that were pulled and the cause and effect. M. Holt
agr eed.

Co- Chair Neuman wanted a neaningful nmatrix to be neasured.
He did not know who would serve in the legislature and he
wondered how future |egislators would know deci si ons he had
made.

2: 30: 07 PM

M. Holt returned to slides 15 and 16 in response to Co-
Chair Neunman's question. He relayed that in a year there
woul d be four core service matrixes that would contain
data, which would provide a starting point. He furthered
that at that point data would need to be collected and
reported on.

Co-Chair Neunman believed it was a large problem He
referred to frontline social workers for foster kids as an
exanple. The legislature had allocated funding for 15
additional social workers and had put nore noney into
conputers and data. He wondered how to know whether the
addi ti onal itens were worKking. He wanted to  better
under stand about inputs and outputs. He discussed com ng up
with something the departnents could do that Ilegislators
could agree on and analyze. He surmised that there had to
be trust between the departnents. He could see where the
matri x behooved the departnent, but he wondered how it
woul d be helpful to the legislature related to proving the
needed fundi ng.

M. Holt answered that as departnents put the tools
together the legislature would have the discussion wth
them about the alignnment and neasures. He recommended
asking departnents whether they had any data for the
| egislature to ook at. Subsequently, the legislature could
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agree on a certain amunt of funding. At that point the
framework would be set in place for the next legislature to
hol d the departnents account abl e.

2:32: 44 PM

Representative WIson returned to the topic of Ofice of
Children's Services. She reasoned that |egislators |ooked
at services at a different |evel when |ooking at issues for
constituents versus for budgeting purposes. She spoke to
the measurement of an issue such as children's services
that contained many intricacies (i.e. public defenders,
courts, guardians ad |litem and other); there was nore than
one departnent that affected the outcone. She used how many
children were put back in their home as a neasurenent. She
reasoned there was a portion that the Ofice of Children's
Services inpacted, but there were many other players as
wel | . She asked how to neasure an organi zation's success if
they only played a part in the outcone.

M. Holt responded that it was the precise policy
di scussion the legislature needed to have; whether the
| egislature wanted to continue to invest in small pieces
spread out or in a different way. He stated that it was not
al ways necessary to reorganize to acconplish results. He
provi ded an exanple based on his experience and recalled
t hat whenever a new program was devel oped they had al ways
found a way that [Oregon] DOT had supported it in order to
receive funding. He stated that sonme of it was historica
buil dup. He explained that the Oegon governor had put
sonmeone in charge in order to acconplish the goals. He
detailed that if there were problens the comm ssioner -
through work with the governor - solved the issues. He
believed the process illustrated in his presentation would
hi ghl i ght Representative WIson's point.

2:34:49 PM

Representative WIson suggested that |egislator played two
rol es i ncl udi ng al | ocati ng a budget and hel pi ng
constituents navigate through issues with state agencies.
She furthered that 1in their role wth constituents,
| egi sl ators | ooked further into agency details and whether
they were followng their policies. She reasoned that it
was not possible to keep their role with constituents
separate fromtheir role in the budget. She wondered if it
was possible to keep the two things divided.

House Fi nance Conmmittee 20 01/21/16 1:32 P. M



M. Holt replied that Ilegislators had a tough job. He
believed legislators needed to set their investnent
framework. The reality was that legislators did have
constituents and he surmsed they worked with them on an
exception basis where they had to go into an agency to ask
for further detail. He stated that it created problens to
take the one thing and presune that it was a problem
everywhere as opposed to considering whether the issue was
an aberration. He furthered that it was the value of the
bi gger framework; even though a |egislator needed to do its
diligence on a single case it also had the backup show ng
that overall an agency appeared to be doing well based on
t he broader indicators.

2: 36: 45 PM

Representative WIson presented a hypothetical scenario in
whi ch an agency was not working. She wondered if that was
the tinme to have a discussion about privatization. She
reasoned that everything did not always work as expected.
She wondered if there was a point to have a conversation
about whether the service really did not belong wthin
gover nnent .

M. Holt responded that there could be success if every
departnment had the mssion nmatrix system operational. He
furthered that the results would provide the total picture.
He noted that there was not tinme for himto speak to how to
solve problens. He added that the legislature had nany
mechani snms it could deploy. He elaborated that the process
in the presentation set up a discussion and accountability
framework that would lead into the discussions nentioned by
Representative WI son.

Representative WIson asked about a scenario where the
accountability not working. She elaborated that a service
to be perforned could be outlined in a departnent, but
could not be getting done. She surmsed it would bring them
to a point where other options should be discussed. She
continued that the state still nay be mandated to provide
the service, but it could consider where else the service
could be provided. She asked there were several years where
the m ssions and neasures were not acconplished it would be
a point for the next conversation to happen.
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M. Holt agreed that if the legislators as the investors
were not seeing the return, it needed to start asking
guestions. He stated that everyone knew that the definition
of insanity was doing the sane thing and expecting a
different result. He reasoned that if a change was not nmade
a change in the result would not occur.

M. Holt noved on to slide 22 titled "DOT&F/ NR Alignnent."
He | ooked at alignnment on a regional basis and focused on
the Northern region in his exanple. The slide contained
four core services and the operating divisions wthin the
regi on. Col or coding on the chart indicated the
contribution the divisions were nmaking to the core
services. For exanple, the slide indicated that the color
red representing design contributed to all of the core
servi ces. The slide illustrated how alignnent was
contributing in the division. He stated that the slide al so
provided visibility into how the $106 mllion budget for
the region was divided across the core services and the
specific contributions of each division. He believed it
provided the power for legislators to actually begin sone
"what if" scenarios. The legislature could use the results
to determine if it deemed that a reduction was necessary.
He poi nt ed to core service 2 "operate Al aska's
transportation infrastructure” and questioned how the
service would be inpacted if the funding was cut in half.
He observed that 78 percent of the core service was being
done by the Division of H ghways and Aviation. He pointed
to the services provided by the division including
illumnation, signals, snow and ice maintenance, surface
mai nt enance, and bridge maintenance. He remarked on the
significance of the services and believed the cut my be

too deep. He illumnated that wthout even |[|ooking at
measures, the nethodology in the presentation would provide
hel pful analysis tools; it would enable legislators to

qui ckly establish a service inpact. At that point it would
be easy to see how a smaller cut, such as 10 percent, would
inpact the division. He reiterated that it would be
possible to quickly see sone of the inpact of the potential
cuts. He stated that it would then form a good conversation
bet ween | egislators and the departnents.

2:42:18 PM

M . Holt turned to slide 24 titled "FY2015 Budget
Alignment” related to DHSS. He noted that the slide
reflected a spending typology that enabled legislators to

House Fi nance Committee 22 01/21/16 1:32 P. M



see how noney flowed and the potential effect to a program
based on the noney. He noted that during his presentation
t he upcom ng Saturday he would show information updated to
2016 and 2017, in addition to cuts that had been nade and
the inpacts the cuts had; it would allow them to get down
to a program and do "what if" scenarios in real tinme to
determne the inpact of di fferent options to help
| egislators with deliberations. He furthered that it would
give legislators nore opportunity to analyze. He relayed
that it had taken DHSS a couple of years to get to the
current point. He reiterated his earlier statenent that DOT
had put the enphasis on getting the measures going and were
currently noving towards the budget.

MARK LUI KEN, COWM SSI ONER, DEPARTMENT OF TRANSPORTATI ON AND
PUBLI C FACILITIES, noved to the portion of the presentation
titled "Al aska Departnment of Transportation and Public
Facilities: How we are Using RBB/ RBA'" beginning on slide
25. He addressed slide 26 titled "Overview. " He intended to
discuss why RBB/RBA was chosen, why the particular
nmet hodol ogy had been selected, and how the departnent had
enpl oyed the nethodol ogy. He planned to address how DOT had
used RBB/RBA to navigate through the $34-plus nillion
unrestricted general fund (UG budget cut for FY 16.
Addi tionally, he would speak to how the departnent had used
RBA to provide a clear framework for preparing its FY 17
budget and how it was using the nethodology to inprove how
it provi ded t he cont ext for ongoi ng depart nent
transformati on.

Co- Chair Neuman asked Commi ssioner Luiken to address how
the departnment would neasure the effects internally as
wel | .

Comm ssi oner Lui ken addressed slide 27 titled "Way W Chose
RBA." He recalled seeing the budget alignnment chart shown
earlier in the presentation (slide 24) the previous year
and wanting to develop one for DOI. He recognized that the
departnment needed a better way to comunicate with the
| egi slature about how DOT's budget was rmanaged. He
di scussed his personal goal of "One DOTI," which he would
discuss later in the presentation. The idea was that the
nmet hodol ogy provided a framework that could allow DOT to
align horizontally and vertically towards the concept of
One DOT. He furthered that the real challenge was the state
was facing enornmous fiscal challenges; therefore he felt it
would be irresponsible if the departnment did not use a
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framework to |look at the best tools that would enable the

depart ment to deliver its mssion and to clearly
communi cate how it would do so. He detailed that DOT had
absorbed a $34.5 mllion budget cut in one year and had

used results based alignment to help. He recognized there
would be additional funding challenges ahead and the
framework was hel ping the departnent |ook ahead to FY 17.
The departnment was |ooking for the best tools to ensure it
was delivering on its mssion; the RBA tool heightened the
inmportance of telling the departnment's story to its
investors. He furthered that the departnent could better
explain its funding needs by linking its resources to its
core service outcones; it could also articulate the risk of
t he resource reductions to the outcones and neasure mn ssion
acconpl i shnent. The department was focused on the neasures
supporting decision making and on the outconmes it was
trying to achieve; it would lead to accountability and
would enable the legislature to hold the departnent
accountable for the funding it allocated to DOT.
Additionally, the departnment was using the tool to operate
as a continually i mprovi ng or gani zati on (creating
efficiencies, reducing costs, and providing Al askans wth
t he best transportation system

2:48: 12 PM

Comm ssi oner Lui ken addressed how the tool helped DOT
navigate the FY 16 $34.6 mllion reduction (slide 28). The
department had |ooked at it as an opportunity to catalyze
cross pollination of ideas. He detailed that the departnent
had hel d ei ght workshops over a nine-nonth period, where it
had brought people in from throughout the departnent
related to the four core services (i.e. to operate,
mai nt ai n, expand, and provi de marine transportation
services). The departnment recognized that it could not be a
top down exercise and had to conme from wthin the
organi zati on, which had allowed DOT to begin the process of
hori zontal alignment (an increased understanding of how
everyone in the departnment had contributed to the m ssion).
He furthered that the process was also aiding vertical
alignnent as well. The goal was for every enployee to
understand how they contribute to the mssion through
direct and core services. For exanple, his hope was that
ultimately an operator would wunderstand that they kept
Al aska noving through service and infrastructure. He turned
to slide 29 titled "Prepare.”™ The tools had provided a
clear framework for preparing the governor's proposed
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budget. He detailed that the departnent's executive team
had been given scenarios and reduction targets within the
O fice of Managenent and Budget devel opnent process and had
asked the individuals if they could support the process. He
spoke to the inportance of having conplete consensus as a
team He continued that the departnent had taken the tine
to look at its organization and had recognized that there
were sonme inefficiencies. The departnent was | ooking at
ways to reduce the inefficiencies; one way was to exam ne
how the departnment was organized. For exanple, the slide
illustrated an exanple of how DOl had reorganized and
stream ined the aviation structure; it had also centralized
pl anni ng.

Representative Edgnmon referred to the aviation exanple on
slide 29. He observed there were 14 boxes in the old
aviation flow chart and 7 in the new chart. He asked about
the net result and wondered if enployees had been let go or
reassigned in other areas of the departnent.

2:51:49 PM

Comm ssioner Luiken replied that part of the answer
pertained to absorbing some of the cuts. He stated that
there was probably not a significant difference in the
nunber of people doing the work, but a reorganization of
responsibility had taken place. He elaborated that there
had been a streamining of decision making and response
times. He did expect the departnment would likely see sone
reduction in personnel, but it had only been working on the
RBB process for four or five nonths so it had not reached
that point. From an organizational per specti ve, t he
departnment was reducing the tine it took to get information
up and down the chain.

Representative Gattis asked for clarification. She wondered
if the chart on slide 29 indicated that seven positions had
been renoved or if the individuals had been reassigned to
another area in the departnent.

Comm ssi oner Luiken replied that the nunber of people had
not yet been reduced, but an organizational structure
change had taken place. He advanced to slide 30 and rel ayed
that RBB/RBA was providing a context and I|exicon for
ongoing transformation under the One DOI organizing
principal; he wanted RBB/RBA to be part of the departnent's
DNA. The slide included an inmage of the RBA website that
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contained all of the matrixes shown earlier in the
presentation. Additionally, the website contained the tool
for the work teans to use to determne their departnenta
roles. He continued that as DOl had undergone the process
it had begun |ooking at where it had experienced m ssion
creep away from its direct core services. The process was
all owi ng the departnment to make the decisions about whether
each service provided by the departnent fell wthin its
core service category.

Representati ve Munoz wondered how the Al aska Marine H ghway
System (AVHS) fit into the One DOT goal. Additionally, she
asked how RBA/ RBB affected AVHS

Comm ssi oner Lui ken replied t hat provi di ng mari ne
transportation service was one of the departnent's core
services. The departnent recogni zed the vast inportance of
AVHS to the overall transportation system He addressed how
AVHS fit into One DOT and expl ained that DOT was focused on
providing transportation service and facilities to al
Al askans.

2:55:25 PM

Conmi ssioner Luiken continued to address slide 30. He
pointed to another website exanple showing one of the
initiatives that had cone out of RBA everyday |ean
intranet sites. The departnent was collecting input from
enpl oyees on ways it <could reduce the <cost of doing
busi ness. The departnent's intranet site enabled enployees
to communicate ideas they believed would save the
department noney directly wth the conmm ssioner. For
exanple, the departnent "busted up" nunmerous sand spinners
each year - the spinners cost approximtely $5,000 each. He
expl ai ned that a departnment enployee had designed a guard
t hat cost about $400, which could potentially save $25, 000
to $30,000 annually. The exanple included one of the ways
the departnent was using the framework to inprove and align
as an organi zation and to communicate with the |egislature.
The departnment was devel oping neasures to determine how it
was conformng to plan, how it was doing on accuracy,
tineliness, and cost. He expounded that DOT  would
ultimately |l ook at the nmeasures on a quarterly basis at the
| eadership level; there were |eadership |evel neasures that
the departnment hoped to have running snoothly in one year.
He believed it wuld take a year to determ ne which
nmeasures were neaningful and helped DOT nmake the right
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deci sions. The departnment had |oads of data; and the goa
was to determne the inportant data that would enable them
t o make deci si ons.

Co-Chair Neuman stated that he would like to see the
process in all departnents statewide to enable internal
measur enent across departnents. He asked if DOl was seeing
conparisons between its divisions. He asked if there were
any exanples where the departnent had started to work
"interagency” with what it had devel oped.

Comm ssi oner Luiken replied that DOl was engagi ng with DHSS
to learn from its budget devel opnent. Sinultaneously DHSS
was | earning from DOT on how it had devel oped neasures. He
believed that as other departnents saw the framework, DOT
woul d be happy to help the departnments understand how it
worked and how it could be incorporated. He continued to
address slide 30. He stated that every DOT enployee woul d
be given the chance to attend an RBA wor kshop by Novenber
He el aborated that they wanted enployees to understand the
process in order to wunderstand how to identify which
nmeasures were nost effective to help them do their job.
The departnment would <continue to refine its budget
presentation for efficiency and effectiveness. He explained
t hat ultimtely DOT  was rewar di ng efficiency and
effectiveness. Lastly, the departnment was telling others
what it had | earned in the process.

Co-Chair Neuman shared that he had asked forner DHSS
Comm ssioner Bill Streur how the process had worked for
him M. Streur had relayed that a departnent enployee had
told himit was the first time sonmeone had actually asked
him what he did for the departnent and why it was
i nportant. He discussed the wusefulness of tool for
enpl oyees to realize they were part of a system and how
they could nake the program better. He noted that the story
shared by M. Streur had nade an inpression on him

3:00: 47 PM

Representati ve Gattis addr essed t hat somne private
busi nesses tapped enployees and retirees as a resource to
ask about efficiencies. She remarked on the |ow nunber of
residents in Al aska. She shared that her husband had
recently retired from FedEx. She detailed that FedEx had
financially rewarded innovative enployees. She furthered
that if sonmeone on the outside of the organization could
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find savings the conpany would give the person 50 percent
of the savings. She surmsed that if the state could save
50 percent and soneone had incentive to help it would be a
Win-win situation. She stated there were nmany ways to
incentivize individuals working for the state.

Comm ssi oner Lui ken appreciated the comments. He el ucidated
that the budgeting nmethod was based on a couple of
| eadership principles. First, |eaders have nore influence
than they recognize and know - the method was hel ping
| eaders to recognize and exercise the |eadership. Second,
the people closest to the wrk often know best where
efficiencies could be found to nake the job better. He
furthered that DOT received a grant from the Wstern
Association of State H ghway and Transportation Oficials
it could use to help incentivize the activity.

Representative Edgnon thought the presentation had been
good and saw the usefulness of the budgeting nethod. He
stated that DOl had already denonstrated results. He
addressed that it was a political environment where sone
enpl oyees were classified and others were not. He furthered
that in rural Al aska the costs of services were nuch higher
and the economes of scale were less than in urban areas.
He wondered about sone of the challenges that nade the
construct nore challenging to put into practice.

Comm ssi oner Luiken replied that the geography of the state
and the magnitude of the |andmass made the inplenentation
chal l enging. He detailed that the state's l|large size nmade
it difficult to get the word out to small maintenance
stations to ensure the enployees understood their job and
how it contributed to the departnent's m ssion. He believed
it was one of the biggest challenges facing the departnent.

Representative Edgnon asked for verification that AMHS
accounted for 46 percent of the departnent's undesignated
general funds. Comm ssioner Luiken replied that the nunber
had been 46 percent, but based on the budget from the prior
year it was considerably | ower at present.

Representative Edgnon observed that DOT had unique
chal l enges because its responsibility was mnuch different
than that of DHSS. Additionally, DOT was |argely funded
through federal appropriations and was responsible for
bui | di ng, desi gni ng, mai nt ai ni ng, and keeping things
noving. He furthered that DOI's personnel costs were

House Fi nance Conmmittee 28 01/21/16 1:32 P. M



probably |ower than those at DHSS. He struggled with how to
even the playing field between all state agencies as he
considered how the legislature allocated spending. He
reasoned that it nade for an uneven playing field if
several agencies were inplenmenting the results based
budgeting but others were not. He stated that it would be
hel pful further down the road to have other agencies
i npl enent the budgeting nethod as well in order to allow
| egislators to | ook at the issue nore analytically.

3:06:46 PM

Co- Chair Neunman agreed that DOT had a conplex budget given
its various funding nechanisns and all of the different
work it did. He did not believe people realized that DOT
owned and nmmintained nost of the state buildings. He
pointed to the conplexity of the University and DHSS
budgets as well and renmarked on the hel pful ness of breaking
t hem down for the legislature and the public to view

M. Hol t addressed Representative Edgnon's  previous
guestion related to the geographical challenges of the
state. He had observed that due to the geographical
di fference peopl e becane very insular in their thinking and
decide that sonmething could only be done in one way. He
furthered that when enployees were presented with other
ways of doing a job it opened up opportunity for
i nprovenent. He believed that the people doing the work
were in the best position to determ ne quick inprovenents.
He shared that he had friends who worked for FedEx - the
conpany neasured things by the second because they believed
the driver was the one who best understood the job. He
noted that FedEx had also tried to be consistent in its
focus in order to begin looking at what it cost to provide
simlar services around the state. He agreed that if the
budgeti ng nethod was inplenented by all agencies it may be
easier to look at the budgets; however, he stated that the
vari ous agencies were |ike apples and oranges. He remarked
that the state was diversified Iike any investnent
portfolio. He furthered that the state could choose to take
nore risk in sone areas and less in others - the framework
could help the legislature set up a true investnent
portfolio on a statewide level. He added that the state
woul d not always get stellar return on everything because
that was not the nature of the business.

3:10: 01 PM
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Representati ve Edgnon had always w shed for a process that
allowed state agencies to look internally at their noving
parts and to align them in a way that produced better
outcones - that would help the |egislature during session.
He believed the legislative budget subconmttees, the 90-
day session, and what was done during session and out of
session, were all worthy of examnation. He thought the
| egi sl ature should make it a priority on its own.

M. Ecklund commented that two agencies had taken a deeper
dive into results based budgeting. He relayed that even
t hough they had not done results based budgeting, all of
the other agencies had core services outlined and neasures
with results. He continued that the other agencies had not
realized the internal benefits realized by DOT and DHSS. He
detailed that the two agencies had benefitted from the
process at the departnment level and in their comrunication
with the legislature. He furthered that everyone heard
about the negative aspects of governnent including silos

i nefficiencies, and poor comrunication; but the process had
hel ped DOT and DHSS break down silos because they had a
clearer picture of their mssion goals. The departnents
were acconplishing effectiveness and efficiencies; whereas,
the benefits between the |egislative finance comrttees and
the departnments was the investor nentality. He reasoned
that it was a different dynamc when finance comittee
menbers viewed funds they were appropriating as investnents
into agencies and held agencies accountable. He furthered
that the ~conversations «could still take place wth
departnments that had not done the deep dive into the
method. He pointed to the detailed budget books as a
resource, which included core services, mssions, and
results. He added that the results based budgeting was not
a silver bullet, but provided another tool |I|egislators
could use to evaluate core services/prograns and what the
state could afford. He noted that even though some prograns
may be beneficial, it may be possible that the state could
not afford to provide them any | onger.

M. Holt addressed slide 31 titled "Key Questions for
Departnent Leadership.” He remarked that there was a
starting point for each of the [budget] comittees. He
noted that they would not have the sane |evel of detail as
DOT and DHSS, but they did have information that provided a
starting point. He believed investors should be asking
departnments what their mssion is and "if you don't agree -
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stop."” He stated that good perform ng prograns that did not
align with the mssion caused problens. He read from the
sl i de:

e How do agency Core Services contribute to the M ssion?

* Change the culture of governnent, noving away from
just getting dollars, to nore of a nanagenment approach
to getting better outcones.

e Changing how the legislature and departnments talk
about investing, verses just budgeting

e This process is not a neans to an end nor a nmeans to a
pre-determ ned decision, rather it is a nmeans to a
conversation: engaging policy makers in the discussion
of “what’s inportant”, “where should we invest”, and
“how did we do”?

e Focus is to inprove service to Alaskans -not keep
score.

 Mst entities have adequate effectiveness neasures,

but are light on efficiency neasures. Measures nust be
bal anced.

M. Holt enphasized that asking departnents how they were
using their performance neasures was not m cromanagi ng. He
provided an exanple of mcromanaging. He concluded wth
t akeaways on slide 32:

e Change the culture of governnent, noving away from
just getting dollars, to nore of a nanagenent approach
to getting better outcones.

e Changing how the legislature and departnents talk
about investing, verses just budgeting

e This process is not a nmeans to an end nor a nmeans to a
pre-determ ned decision, rather it is a nmeans to a
conversation: engaging policy nakers in the discussion

of “what’s inportant”, “where should we invest”, and
“how did we do”?

 Focus is to inprove service to Al askans - not keep
score.

 Mst entities have adequate effectiveness neasures,
but are light on efficiency neasures. Measures must

be bal anced.
M Holt elaborated that investing included an enbedded

expectation that there would be sone type of service or
i nprovenent return
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3:17:27 PM

Co-Chair Neuman discussed that alnbst on a daily basis
| egi sl ators heard about the benefits of prograns including
how t hey saved noney and |lives; then the legislature had to
deci de whether the state could afford the prograns. For
exanple, if the Departnment of Public Safety saved lives
maybe noney should be put towards Alaska State Troopers
instead of DHSS or other. He wondered how to neasure itens
agai nst each other. He elucidated that the state had many
great progranms and nany things people wanted to see funded
(e.g. broadband and public radio). He furthered that there
were great prograns that helped children learn, but the
Department of Education and Early Devel opnment and schools
want ed nore school funding. He wondered if there was a way
to use the results based budgeting to neasure prograns
agai nst each other. He wondered how to decide what to fund
and what not to fund.

M. Holt answered that it was the difficult position
| egislators were in and he believed it was the reason they
were elected into office. He furthered that when there were
insufficient funds to cover expenses it was necessary to
either borrow noney or elimnate prograns. He stated that
the RBB nethod was one way to help. He remarked that the
state was in a very difficult fiscal position at present.
He agreed that there was no silver bullet and the types of
things legislators had to do to determ ne services going
forward could not be the same as in the past. However,
there was not a formula or program that could conpare
prograns to determne the best return - prograns becane
val ue- based. He was not aware of any program that would
allow the decision to be easily made. The RBB could help
get sonme of the "flack" out of the way in order to exam ne
the potential inpact of decisions. He believed that
information alone was worthy of wundertaking the process.
The process would enable legislators to know ngly could say
that there would be hurt and the |egislature could cone to
a conpronmise on what the budget would look like for the
next year with some sense of know edge on what the inpact
woul d be.

Co- Chair Neuman addressed that the Saturday norning neeting

would provide a nore in-depth picture. M. Holt replied
that the presentati on would include many DHSS exanpl es.
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Co- Chair Thonpson addressed the agenda for the follow ng
day.

#
ADJ OURNVENT

3:22:35 PM

The neeting was adjourned at 3:22 p. m
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