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Intfroduction

This publication contains the final
report of the Governor's Manage-
ment Improvement Program, Inc.
(GMIP). The primary objective of
this independent non-profit pro-
gram was to provide options for
improving the operations of New
Jersey’s State government, there-
by providing better services at
lower cost to State residents.

As the name of the project indi-
cates, it was launched at the
behest of Governor Thomas H.
Kean. The Governor set the
process in motion in the Spring of
1982 by calling together a group
of chief executives of a number
of New Jersey's foremost private
sector organizations, and asked
them to organize and carry out
the project.

The business and financial lead-
ers who comprised the private
sector group analyzed the Gover-
nor’s request and determined a
course of action based on the
following:

= The project would be under
the leadership and direction
of a non-profit corporation
whose Board of Trustees, col-
lectively, would be non-
partisan.

= Professional consultation
would be needed to ac-
complish much of the work
related to the collection
and analysis of data.

= The work of the non-profit
corporation would be ac-
complished with financing
provided entirely by the pri-
vate sector.

= The entire project, although
directed and implemented
by the independent, non-
profit corporation (GMIP),
would be carried out in
close coordination with the
various departments and
divisions of State
government.

June 1, 1984

In order to assure the State’s close
cooperation with the project, the
Governor established a special
Office of Management Services,
fo follow through on all matters
requiring liaison between the
State and the private sector. This
office was staffed and funded by
the State, as its contribution to
the project.

The private sector, in the mean-
time, embarked on a drive to
raise $3 million from the corporate
and professional community, as
its financial contribution to a
unique project that would be
highly worthwhile. In addition to
its financial contribution, the pri-
vate sector donated thousands of
hours of the time of approxi-
mately 250 executives who par-
ticipated in the program.

Great care was taken to avoid
placing any loaned executive in
a position in which he or she
would be called upon to study
any department or division of
government with regulatory re-
sponsibility for the loaned execu-
tive’s industry or organization. Thus
potential conflicts of interest in
the process were carefully
avoided.

The GMIP board members and
other loaned executives who par-
ticipated in the formative stages
of the program conciuded that it
would be more effectively carried
out if divided into two main
segments; these came to be
known as the Short Term Program
and the Long Term, or Strategic
Issues Program.

The Short Term Program encom-
passed an analysis of all pro-
grams that would impact on the
State’s budget for fiscal year
1984. It provided an opportunity
for GMIP to focus on practical
steps that would enable State
government to immediately do its
job better, and at lower cost.



For the short term effort, loaned
executives were formed into six
separate groups and further sub-
divided into 32 separate study
teams, each ranging in size from
five-to-eight individuals. Each
team was responsible for a differ-
ent department of State govern-
ment and feam size was deter-
mined by the size and complexity
of the agency’s operation.

Study teams worked in close
consultation with State executives
ranging from Cabinet officials to
middle management personnel
within the divisions and depart-
ments to which they were as-
signed. An overriding factor mak-
ing the GMIP project unique
among government efficiency
and improvement studies was
that all the information that re-
sulted in short term recommenda-
tions was provided by State
employees.

Conclusions and options came
fundamentally from government
personnel who worked closely
with the consulting private sector
executives. An elaborate system
was devised for directly involving
responsible officials from the
upper and middle echelons of
government in the process of
collecting and evaluating infor-
mation about all jobs and
functions.

Another major element of the
Short Term Program was its focus
on management personnel and
their functions. This was not a
program designed simply to elim-
inate employees at the lower
levels. A priority objective was the
determination of how better
management could be accom-
plished by fewer managers, more
effectively deployed.

An important element of the short
term report is the department-by-
department summary of savings

achieved in the 1984 budget due

to assistance of the GMIP. The
summary shows a total savings of
$102.5 million — a figure that
needs clarification in two
respects:

First, the $102.5 million represents
cost avoidance by the State as a
result of cutbacks suggested by
GMIP. Importantly, while holding
the line on expenditures, the
State also preserved the integrity
of its services. However, this should
not be misconstrued as an ac-
cumulated reserve of cash result-
ing from the application of the
GMIP short term recommenda-
tions.

The second possible basis for
misunderstanding of the $102.5
million figure is to view it errone-
ously as the total and final sav-
ings to be derived from the short
term effort. In fact, as the GMIP
findings are adopted in future
years, much if not all of the same
savings should recur annually. In
addition, future implementation
of even more of the detailed
recommendations of the Short
Term Program could yield still
further savings — also recurring
on an annual basis.

Options for divisional and depart-
mental management improve-
ments are not intended by GMIP
to be rigid manuals that must be
followed explicitly. GMIP recog-
nized fully that senior managers
must have flexibility in order to
function effectively. However,
each department and division
now has a plan that, if applied,
will provide both increased effi-
ciency and cost savings.

GMIP’s Long Term Program in-
volved a detailed analysis of
what the private sector leader-
ship considered to be ten serious
long range, strategic issues facing
New Jersey during the next five-
to-ten years. These issues were
judged to be problems that, if not

confronted in the near term,
would inflict grave financial
conseguences on the State
in future years.

At the outset, executives who
fook on the challenge of the
Long Term Program considered
more than 75 critical issues for
possible inclusion in the project. It
was recognized, however, that it
was impossible for GMIP to exam-
ine all of these issues. So collec-
fively the executives analyzed
and selected 10 key strategic
issues that satisfied the following
three criteria:

First, issues were chosen that
could have a substantial, impor-
tant impact on the State.

Next, issues had to demonstrate
clearly, through complex and es-
pecially difficult problems, that @
strategic evaluation could be
beneficial to the leadership

of State government for the

long term.

And finally, issues were chosen
that offered a significant oppor-
tunity to change direction as a
result of strategic assessment and
presenting options.

Clearly, the primary goal
throughout this effort was fo lay
out the long term implications of
major issues; to identify the key
forces driving those long term
implications; and to present to
New Jersey's political leaders a
few options and the implications
of these options. It was not GMIP's
mission 1o present specific recom-
mendations concerning long
term issues.

It is true that private sector execu-
tives also wanted to demonstate
the value of strategic, long term
analysis to New Jersey'’s political
leadership. So GMIP selected key
program issues, which could be
described as encompassing the
State’s “products and services,”



and key process issues, which
deal with the “delivery” of those
products and services.

The key process issues studied in
the long term program were:

= Budget and planning

= Civil Service

= The State Division of Pur-
chase and Property

The key program issues studied in
the long term program were;

= Unemployment insurance

» Highways and bridges
infrastructure

= Mass transit

s The prison and correctional
system

s Medical assistance and
health services

= Non-tax revenues

= Aid to elementary and sec-
ondary education

There is little doubt about the
importance of these strategic
issues. The primary goal was to
identify problems and lay out the
long term implication of these
problem:s.

After identifying each issue and
the key forces driving it, the next
phase was to study options for
coping with it and to review the
implications of these options.

A separate study team made an
in-depth analysis of each of the
ten strategic issues. Each team
ultimately compiled a report, in
consultation with the leadership
of the Long Term Program and
with professional consultants en-
gaged for the project. All ten
individual long range issue reports
are included here as part of the
formal, final report.

Loaned executives, who worked
on these issues for more than a
yea reported that they received
the strong cooperation and en-
cotircgement of government offi-
cirils and workers at all levels. This

was a major factor in support of a
worthwhile result. But the true end
result, of course, will be in the
actual implementation of the op-
tions or variants of options ad-
vanced in these reports.

While these reports were pre-
sented to the Governor as the
person responsible for initiating
the GMIP study, the Legislature
will have a central role in decid-
ing the outcome of these issues.
Accordingly, the final decisions
are now in the hands of the
Legislators and the Governor.

Besides the obvious value of
these analyses by the Governor's
Management Improvement Pro-
gram, studying these key issues
also provided the opportunity to
show the merit of a strategic,
long term process — through
which important issues will

be confronted before they
become crises.

Those associated directly with this
non-profit organization are in-
debted to everyone in State gov-
ernment who encouraged the
project or cooperated with it. A
most satisfying revelation for
many of the private sector partici-
pants was the extent to which
most public employees are sin-
cerely concerned with helping

to achieve greater efficiency

in their operations.

A particular expression of thanks
is due to the staff of the State’s
Office of Management Services,
which was established to facili-
tate this project, and to its direc-
tor, Alfred F. Fasola, Jr., who has
since been elevated to the newly
created position of Director of the
State Office of Management and
Budget. The establishment of the
latter office was one of the princi-
pal early objectives of the GMIP
Short Term Program.

Thanks also are extended here to
the two highly capable profes-
sional consulting firms that
worked on the project, Braxton
Associates of Boston, and Science
Management Corporation-
Hendrick, Inc., of Bridgewater,
New Jersey, and Framingham,
Mass.

The ultimate test of the success of
the Governor's Management Im-
provement Program will be, of
course, in the actual implemen-
tation of the suggested options.

As indicated, most of the short
term findings already have been
implemented. Concerning the
long term reports, some imple-
mentation already has taken
place, but much remains for
consideration by the Governor
and Legislature,

The Governor's Management Im-
provement Program, Inc. remains
in existence and is prepared to
assist the State’s governmental
leadership in helping the entire
process continue. it is hoped that
this effort will become a standard
worthy of emulation of every
State in the nation.
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Robert R. Ferguson, Jr.
Chairman
Board of Directors, GMIP

Rocco J. Marano
Chairman
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GOVERNOR'S MANAGEMENT IMPROVEMENT PROGRAM

There shall be a study and analysis of every department in state government
through a process which integrates the experience of state managers and
private-sector executives in order to ascertain the most efficient and
economical manner to perform services by the state of New Jersey for its
citizens. - Governor Thomas H. Kean, Executive Order No. 13, August 13,
1982.

With an eye toward establishing a private sector - government partnership,
Governor Kean announced the creation of the Governor's Management
Improvement Program. At a breakfast with forty-five of the state's business
leaders on June 29, 1982, the Governor described a two-part program that would
undertake the most comprehensive and far-reaching analysis of state government
ever attempted. Through the creation of a nonprofit organization and the
solicitation of support, both financial and in personnel, from the private sector, the
Governor's Management Improvement Program would be conducted at no direct

cost to the taxpayers.

Governor Kean announced the appointment of three New Jersey business
leaders to spearhead this effort. Rocco J. Marano, vice president of AT&T, was
named to chair the short-term effort to examine all state agencies with an eye
toward improving efficiency, cutting costs, and eliminating waste from state
government. David R. Clare, president of Johnson & Johnson, was designated as
chairman for the long-term approach to planning the future mission of state
agencies and government programs. Finally, Robert R. Ferguson, Jr., president and
chief executive officer of First National State Bancorp, was appointed chairman of
the Governor's Management Improvement Program and chairman of the financial
committee charged with the fund-raising effort. The Governor looked to this core
group and the team that they could assemble to lend private-sector expertise,

support, and talent to this unprecedented effort to reorganize state government.
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Most important, this process involves all of our managers and employees. We
need their ideas and solutions to problems. You can't reorganize a complex
organization from the outside. The study will challenge every state worker
to find creative ways to do a better job with less money. - Governor Thomas
J. Kean, June 29, 1982,

The Governor was committed to a rational fiscal process requiring effective
management of resources within the limits of what revenues can afford. The
Governor's Management Improvement Program was dedicated to fulfilling that

commitment.

Making use of broad group of state employees to revamp and streamline
government was an essential element of the entire process. The Governor's
Management Improvement Program represents a unique partnership between the
business community and the public sector. The Kean administration recognized
that practices and technology that are commonplace in the private sector can offer
a great deal to government during a time of burgeoning fiscal deficits and changing
federal-state relationships. But participation by agency managers was crucial,
both to help identify problem areas and to point out the subtle differences between

governmental and private-sector operations.

SHORT TERM PROGRAM

I. GOAL - Address the most pressing need of a balanced FY '84 budget
and conduct a comprehensive organizational and

programmatic review of the executive branch.

IL PROCESS - Over 250 leading New Jersey business executives were
grouped with agency managers to form co-consultant teams.
Their mission was to identify cost-reduction opportunities,
eliminate duplication and non-productive managerent
practices, develop systems offering better and more

accountability, and provide for more effective delivery
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service. Five major analyses were developed by GMIP to

assist the co-consultant teams in their review of all state

departments and agencies.

A'

Organizational Analysis - Emphasizing staffing levels,

spans of managerial control, layers of management,
activity costs and structural job design. This work was
coordinated by Science Management Corporation and
the GMIP staff.

Program Analysis - Identifying program areas with

high potential for cost reduction and developing
recommendations that would yield results with
minimal disruption, and matching programs with
target populations to determine where there was
duplication in service delivery. This work was

coordinated by Braxton Associates and the GMIP staff.

Analysis of Staffing and Fringe Benefits - Studying

attrition patterns, sick leave and employee benefits;
exploring opportunities for productivity improvements
that were identified during the organizational and
program analyses; and conducting pilot studies on
productivity improvements with the aim of developing
a model approach toward long-term improvements in
productivity and in management training. This work
was coordinated by Science Management Corporation
and the GMIP staff.

Systems Analysis - Reviewing and analyzing the state's

existing data processing and management information
systems with a result of recommendations for
upgrading facilities to aid workers and clients. This
work was coordinated by Science Management

Corporation.
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E. Analysis of Central Support Services - Focusing on

statewide policy issues and on those services that are
interdepartmental in nature and affect the operations
of all the agencies. The analytical staff investigated
opportunities for cost reduction in areas such as
purchasing, management of real property, cash
management, and personnel management. Several
private sector executives were designated to
coordinate this segment of the work and were assisted

by Braxton Associates.
QUANTIFIABLE RESULTS
. Cost avoidance of an estimated $100 million in the Administration's
FY'84 executive direct state services budget was a result of holding17 of

the 20 executive departments at or below their current funding levels.

. Identification of approximately $32 million in immediate payroll

reduction opportunities.

. Acquisition of $20 million extraordinary appropriation for EDP

initiatives with a calculated $98 million payback over three years.
. Redesignation of close to 3,000 managers to workers status.

. Identification of potential for FY'84-'85 savings over $71 million

through implementation of a controlled replacement program.

. Targeted reduction of 25 percent in current sick leave usage over 2

years.
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Department

Agriculture
Banking

Civil Service
Commerce
Community Affairs
Corrections
Defense

Education

Energy
Public Broadcasting
Energy
Board of Public Utilities
TOTAL

Environmental Protection
Health

Higher Education

Human Services

Insurance

Labor

Law & Public Safety
Public Advocate

State
Administrative Law
State
TOTAL

Transportation
Transit Corporation
Transportation

TOTAL

Treasury

GRAND TOTAL

(1)

COST AVOIDANCE - FY '84 APPROPRIATIONS

(IN 000's)
FY 84 Proj.
Growth
Average FY 83 Based Upon FY 84 FY 84 (1)

Growth Adjusted Prior Years' Projected Actual Cost
FY 80-83 Approp. (2) Average Needs Top. Avoidance
5.9% $5,710 $336 $6,046 $6,220 $-174
7.5% 4,508 338 4,846 4,616 230
12.0% 12,917 1,550 14,467 13,253 1,214
6.7% 6,205 415 6,620 6,293 327
9.1% 12,935 1,177 14,112 13,485 627
22.2% 174,465 38,731 213,196 203,395 9,801
11.4% 8,433 961 9,39 9,657 -263
7.7% 28,552 2,198 30,750 29,343 1,407
6.9% 5,285 365 5,650 5,405 245
24.1% 2,069 499 2,568 2,123 445
10.4% 6,902 718 7,620 9,408 -1,788
11.1% $14,256 $1,582 $15,838 $16,936 -$1,098
11.8% 49,001 5,782 54,783 50,925 3,858
9.2% 29,793 2,741 32,534 30,866 1,668
8.2% 512,787 42,049 554,836 540,205 14,631
12.1% 460,111 55,673 515,784 469,160 46,624
11. 3% 6,167 697 6,864 6,196 668
11.7% 34,376 4,022 38,398 35,626 2,772
9.4% 158,563 14,904 173,467 165,242 8,225
11.2% 25,258 2,828 28,086 26,144 1,942
4,0% 3,954 158 4,112 4,052 60
12.1% 8,580 1,041 9,621 8,404 1,217
9.6% $12,534 $1,199 $13,733 $12,456 $1,277
14.4% 124,000 17,906 141,906 149,000 -7,09%
7.7% 121,839 9,382 131,221 122,861 8,360
11.1% $245,839 $27,288 $273,127  $271,861 $1,266
11.5% 74,239 8,537 82,776 75,566 7,210
$1,876,649 $213,008 $2,089,657 $1,987,445 $102,212

See attached schedule for computation of FY 84 actual appropriation.

2)
Departments of Education and State adjusted to reflect transfer of responsibilities.

MRF:ply
11/14/83
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Agriculture
Banking

Civil Service
Commerce
Community Affairs
Corrections
Defense

Education

Energy
Public Broadcasting
Energy
Board of Public Utilities
TOTAL

Environmental Protection
Health

Higher Education

Human Services

Insurance

Labor

Law & Public Safety
Public Advocate

State
Administrative Law
State
TOTAL

Transportation
Transit Corporation
Transportation

TOTAL

Treasury

GRAND TOTAL

*

FY 1984 APPROPRIATION BY DEPARTMENT

S$-3500 & S5-3433

Salary Program

(IN 000's)

(Approp. Acts) (Tentative) Overtime EDP Funds* Total
$6,100 $120 0 0 $6,220
4,508 108 0 0 4,616
12,024 338 $60 $831 13,253
6,228 6l 1 0 6,293
13,069 338 78 0 13,485
184,986 3,280 15,129 0 203,395
9,495 157 5 0 9,657
28,704 585 54 0 29,343
5,110 124 171 0 5,405
2,068 54 1 0 2,123
9,181 227 0 0 9,408
$16,359 5405 $172 0 $16,936
49,691 995 239 0 50,925
30,233 633 0 0 30,866
524,213 14,300 1,592 100 540,205
448,207 9,715 11,149 89 469,160
6,039 157 0 0 6,196
35,001 503 47 75 35,626
157,715 6,030 1,497 0 165,242
25,439 702 3 0 26,144
3,954 88 10 0 4,052
8,225 179 0 0 8,404
$12,179 $267 $10 0 $12,456
149,000 0 0 0 149,000
117,169 2,164 3,528 0 122,861
$266,169 $2,164 §3,528 0 §271,861
72,138 1,726 737 965 75,566
5129082497 $h2!587 $34,301 $2,060 $1,987,445

These represent continuation funding which was appropriated in the department budgets, but was deleted

from those budgets by the JAC and included in the inter-departmental area.

MRF:ply
11/14/83
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Department of Agriculture programs and policies to meet major goals are
established by the State Board of Agriculture, New Jersey’s highest-ranking
official agricultural body. The principal executive and administrative officer of
the department is the Secretary of Agriculture, who is appointed by the board with
the approval of the governor. The board, in conjunction with the secretary,
establishes the basic organization of the department and assigns the functions and
programs to the units within that organization.

The New Jersey Department of Agriculture provides a wide array of programs
and services in support of the state’s agricultural industry, its rural areas and
natural resources, and consumers of agricultural products. More specifically, the
department’s programs are directed toward achieving the following major goals:

) Detect, control, and eradicate animal and plant pests and diseases of
economic, environmental, and health importance to agriculture and the
public.

0 Develop, stimulate, support, and improve the state’s agricultural,
marketing, agribusiness, and rural economy.

0 Protect, conserve, and develop the natural resources of soil, water, and
other renewable resources for economic, environmental, and aesthetic
benefits.

) Prevent unfair, improper, and illegal trade practices related to the
production and marketing of wholesome and plentiful agricultural
products.

For Fiscal Year 1983, the department had 308 positions and a state operating
budget of $5.7 million.

The organization chart for the department reflects the final decision of the
secretary after analysis of the GMIP final report.
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ATTORNEY GENERAL'S LIBRARY

Accomplishments
The organizational analysis included reviews of the agency’s organization,
staffing levels, spans of managerial control, iayers of management and activity costs.
The major accomplishments of the organizational analysis were as follows:
) Departmental staff reduced by 15 positions
0 Managers reduced by 31 positions

) Average number of management levels reduced from 2.92 to 2.62

0 Span of managerial control increased from approximately one manager to
every four workers to one manager for every seven workers

o) Number of organizational units reduced from 75 to 44

0 Management costs reduced from 65 cents to 39 cents per worker salary
dollar

Additional Opportunities

0 Recommended action to consolidate and centralize revenue handling and
related accounting controls

) Recommended action to increase the efficient utilization of field staff
) Identified need to reduce staff time devoted to preparing reports
) Identified the need and opportunity to increase automation

0 Identified the need to participate in management training and development
program
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The Department of Banking operates programs to ensure full compliance with
all statutes and regulations for the protection of the public. Thisis accomplished by
using teams of examiners who conduct operational examinations of financial
institutions including consumer credit companies and mortgage bankers and
brokers (chapter 18, P.L. 81) that evaluate the quality of their assets, the adequacy
of their capital, their strength of earnings, their sufficiency of liquidity, and the
quality of their management and compliance with applicable rules and regulations.

The department was created to protect the public from financial loss resulting
from failure of financial and consumer credit institutions, to ensure the public of fair
and equitable treatment by financial institutions, to inform and educate the public
on financial matters, and to protect the public through licensing and regulation of
cemetery companies.

For Fiscal Year 1983, the department had 185 positions and a state operating
budget of $4.5 million. The regulatory functions of the program are supported
through assessments and fees of the institutions regulated.

The organization chart for the department reflects the final decision of the
commissioner after analysis of the GMIP final report.
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Accomplishments

As aresult of the analysis of its organizational structure, the department was
able to effect the following improvements:

o

o

The number of levels of management has been reduced by 25 percent.

The internal reorganization of the Division of Consumer Complaints,
Legal and EconomicResearch has improved the reporting relationships
between workers and managers by moving two managerial positions to
worker positions.

Through an 11.1 percent reduction in managers the average ratio of
managers to workers has been increased from 1 manager for every 9
workers to 1 manager for every 10 workers.

Consolidation of the administrative function within the department has
been achieved.

Regulatory examination activities in the Division of Banking have been
concentrated into one area.

Cost reductions of $78,000 were accomplished by staff reductions of one
manager, one secretary , and two workers.

The cest to manage each dollar of worker’s salary has been reduced from 20
cents to 17 cents.

Additional Opportunities

The following issues were identified for further study:

o

Remove the Department of Banking from the traditional budgetary
process because it is essentially self-funding.

Seek to change the methods for establishing fees and assessments to allow
for a more flexible operating posture for responding to changing industry
and budgetary needs.

Consider revising the operating structure of the department for more

efficient use of available resources; in particular, place increased emphasis
on examinations based on remote trend analysis.
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The New Jersey Department of Civil Service administers and provides personnel
management services for all state governmental employees in twenty state departments, the
legislature, the judiciary, and affiliated agencies, as well as for approximately 125,000 local
governmental employees in twenty of New Jersey’s twenty-one counties and nearly 277
municipalities and autonomous bodies.

Its major program activities are as follows:

o Provide state and local governments with the classification and organizational
structures best suited for improving the performance of those governmental agencies
and for providing the qualified staff required.

o Provide an equitable compensation plan for all state employees.

o Provide for the recruitment, selection, retention, and advancement of qualified
employees and ensure that all personnel actions are based firmly on the merit
principle.

o Guarantee equal employment opportunity in state and local governmental
employment by actively instituting affirmative action in hiring and promotion of
all employees.

o Resolve employee appealsin a fair and equitable manner.

o Enhance employee personal fulfillment, effectiveness, and productivity by providing
timely training and career development programs.

o Improve personnel practices and continually progress toward the development of
modern personnel techniques.

In Fiscal Year 1983, the department had 533 positions and a state operating budget of $12.9
million.

The organization chart for the department reflects the final decision of the commissioner
after analysis of the GMIP final report.
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Accomplishments
Major accomplishments of the organizational analysis were as follows:

o The department eliminated forty-nine positions and/or employees and reorganized
the remainder into an improved structure that included fewer supervisors and fewer
levels of supervision.

o The department’s payroll was reduced (approximately $925,700) which may
eventually generate additional savings based on reduced consumption of supplies,
equipment, and support services.

Additional Opportunities

o The department and the administration are actively pursuing a revision to N.J.S.A.
Title 11, the merit-system law in New Jersey, which will result in a statute allowing
for the modernization of personnel management in state government.

o The department, as a result of the governor’s executive order, has implemented a
Certified Public Manager Program for supervisors and managers in state
government.

0 A Vacancy Review Board has been established by executive order that will require
the department, in cooperation with the governor’s office and the treasurer, to
review all positions that become vacant through retirement with a view toward
determining whether that position should be filled at the same level, filled at a
reduced level, or eliminated. It is expected that the establishment of the board will
result in continued savings to the state.

Impact on Department Services
The impact of implementation on service delivery can be summarized as follows:

o Training staff has been reduced to conform with the current level of training
receipts.

o Several programs of the Division of Personnel Services and Employee
Development have been curtailed or suspended. These programs include the

~ following: the Civil Service hotline, the State Service Transfer Program, the State
Service Preretirement Program, and the Personnel Improvement Projects Team.
In addition, development and monitoring of the State Service Personnel Appraisal
System have been suspended, while the system itself continues to operate.

o In keeping with the greatly reduced rate of hiring in the state service, special
recruiting activities of the Division of Equal Employment Opportunity and
Affirmative Action have been eliminated. Future Affirmative Action efforts will
target individuals who are already on state payrolls.
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The Department of Commerce and Economic Development is the advocate of
private-sector economic concerns. It coordinates planning activities related to the
state’s economy, particularly in the areas of economic policy, industrial
development, international trade, and promotion of tourism. The department’s
major objectives are the creation of more private-sector jobs, retention and expansion

of industry

for New dJersey, and providing a favorable climate for economic

development.

The following is a synopsis of the varied missions of the department:

(0]

0

Promote the growth of the tourism industry.
Encourage expansion of the export development program.

Provide guidance, supervision, and executive leadership for industrial
development, business advocacy, and small business assistance
programs.

Study industrial trends from the perspective of economic development
and engage in research and educational activities to foster New Jersey’s
commerce and industry.

Prepare and implement programs to expand the motion picture and
television industry in the state.

Provide economic analyses and policy advice to the governor.

Provide long-term, low-interest financing to private companies for the
construction, acquisition, and enlargement of industrial plant and
other business facilities through the Economic Development Authority
which is autonamous,being in but not of the department.

Operate two marine terminals in the area for the import and export of
goods and materials through the South Jersey Port Corporation, which
1s autonomous, being in but not part of the department.

For Fiscal Year 1983, the department had 73 positions and a state operating
budget of $6.2 million, excluding funding for the South Jersey Port Corporation and
Economic Development Authority.

The organization chart for the department reflects the final decision of the
commissioner after analysis of the GMIP final report.
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Accomplishments

Major accomplishments of the organizational analysis were as follows:

(8]

o

Operating responsibility for all departmental functions was assigned to
the deputy commissioner, freeing the commissioner to concentrate on
developing policy for accomphshmg the department mission, strategic
planning, and relationships with the business community and the
legislature.

The realignment of middle-management functions and structural
improvements to the organization resulted in

- the ratio of managers to workers increased from 1 manager for every
3.3 workers to 1 manager for every 6.3 workers

- the cost to manage each dollar of worker’s salary decreased from 48
cents to 27 cents

- the percentage of middle managers declined by 32 percent

- departmental staff was reduced by 10.3 percent.

The use of community development representatives was redirected to
increase responsiveness to New Jersey’s business needs and maintain
closer contact between the division and the Economic Development

Council.

Additional Opportunities

Areas for further study were identified as:

(0]

0o

The need to coordinate economic development policy at the state level.

The necessity to maintain a continuity of professional staffing within
the department.

The need to improve liaison with other state agencies; develop
additional in-service training for departmental personnel in the areas
of business, management, and public communications; institute new
methods to improve cooperation between the private sector and the
department; and improve contact and interaction between the
department and the business community.

The department is studying the consolidation of scattered secretarial
and clerical functions and the feasibility of using office automation
equipment to further reduce costs and provide more effective services to
departmental personnel.
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The Department of Community Affairs offers a wide spectrum of services
designed to meet the needs of counties and municipalities, as well as the needs of
individual citizens. These services are organized under two major program
management areas -- Community Development Management and Related Social
Services programs.

The mission of the department is to
o Advocate the needs of, and reflect the State government’s institutional
commitment to, the local government system and related community
groups.
o Maintain the fiscal integrity of local governments and provide
professional technical assistance in strengthening their fiscal,
managerial, and functional systems.

o Provide for the protection of citizens through the regulation and
enforcement of standards for:

- Rooming and boarding homes
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Multi-family housing stock

Building construction
Planned real estate developments

Non-profit housing corporations or associations, limited-dividend
housing corporations or associations, and local housing authorities

o Assist in developing the communities of the state as follows:
- Ensure the efficient administration of the Safe and Clean
Neighborhoods program, the Municipal Aid program, and several other
state and federal aid programs

- Promote construction of new affordable housing of the necessary
characteristics

- Provide federal rental assistance payments and rehabilitation of
existing housing units to low-income families, with special emphasis on
services to the mentally and physically handicapped

o Advocate the special needs of the elderly, women, Hispanics, and
economically disadvantaged groups

In Fiscal Year 1983, the department had 792 positions and a state operating
budget of $12.9 million.

The organization chart for the department reflects the final decision of the
commissioner after analysis of the GMIP final report.
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Accomplishments

Major accomplishments achieved through the department’s organizational
analysis were as follows:

o Structural and functional reorganization resulted in ten fewer bureaus
and 61 fewer employees, including the elimination of an assistant
commissioner position. Redundant levels of supervision were eliminated
throughout the department.

o Reorganization of the housing inspection function on a functional rather
than geographical basis resulted in one less layer of management, the
conversion of 16 managers to workers and the elimination of one position,
increasing the effectiveness of the organization.

o Restructuring of the planning function resulted in consolidation of
fragmented activities and elimination of peripheral activities. This
action resulted in savings of approximately $500,000.

Additional Opportunities

Several areas for additional study were identified by the Department of
Community Affairs through its organizational review process:

o A system for work-load measurement for housing inspectors
o Centralized cashiering

o Centralization of key fiscal procedures

o A system for monitoring the adequacy of fees

o Development of a strategy for office automation
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The Department of Corrections is responsible for the custody and care of
approximately 10,400 juvenile and adult offenders committed to its custody by the
courts and for the supervision of approximately 10,300 offenders who have been
released from custody and are completing their sentences on parole.

The mission of the Department of Corrections is to:

) Receive, diagnose, and classify offenders legally committed to the
prisons, correctional and juvenile institutions, and the Adult
Diagnostic and Treatment Center, with emphasis on satisfying the
individual rehabilitation program needs of the offender

) Effect a reorientation of attitudes and habits, upgrade educational
attainment, and develop work skills through vocational programs
that will assist offenders in conforming to acceptable commumty
living standards on release from institutions

) Develop and enhance public interest, and encourage community
participation, in the correctional process.

In Fiscal year 1983, the department had 5,291 positions and a state operating
budget of $174.5 million.

Of the total operating budget, 95.6 percent is absorbed by juvenile and adult
institutions, the Bureau of Parole, and payments to the counties for housing state-
sentenced inmates for whom there is no room in the state system. At present the
department is paying the counties $14 million to reimburse them for housing state-
sentenced inmates for whom there is no room in the state correctional institutions.

Only 4.4 percent of the total budget is expended on the operation of the department’s
central office.

The organization chart for the department reflects the final decision of the
commissioner after analysis of the GMIP final report.
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Accomplishments

The Department of Corrections made major changes in its management
structure by reorganizing the top two levels in each of the institutions and in its
central office.

) In all institutions, one level of management was eliminated by
creating an Office of the Superintendent, which includes the
assistant superintendents. In addition to eliminating one layer of
management, the new structure enhances the grooming process for
assistant superintendents and lends more credence to their positions
as second in command of their institutions.

0 Similarly, three levels of central office management were
eliminated by creating an Office of the Commissioner, which
includes the deputy commissioner; the Office of the Assistant
Commissioner, which includes the deputy director; and the Office of
the Bureau Chief, which includes the assistant chief.

0 Reporting structures became standardized in all institutions which
will contribute significantly to an across-the-board improvement in
the management of institutions.

) Personnel changes resulted in the following improvements:

- Reduced the mid-manager work force from 34.3 percent to 26.4
percent

- Reduced the cost to manage from 29 cents per worker dollar to
21 cents

- Increased the number of workers supervised by each manager
from an average of 5.1 to an average of 6.7

0 Plans to implement an in-house training program for all managers
were developed.

PAROLE BOARD

The State Parole Board, administratively placed within the Department of
Corrections, is an autonomous agency that determines if, when, and under what
circumstances persons subject to its jurisdiction may be released on parole or
returned to an institution from parole. In addition, the board investigates petitions
for executive clemency and forwards its recommendations to the governor. The
Parole Board assumed additional, legislatively mandated responsibilities pursuant
to the Prison Overcrowding Plan of Action. The board’s new role includes
jurisdiction over county cases and the development of emergency release procedures
to accelerate the review of low-risk offenders.

Accomplishments
The organizational analysis revealed a four-tiered management structure,

with 33.3 percent of the managers in the middle-management levelanda 1to 4
manager-to-worker ratio. This profile accurately reflected recent restructuring
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to provide adequate management of growing, decentralized, and highly specialized
line staff activity, particularly in the areas of revocation and recision hearings,
parole release hearings, infraction reviews, parole counseling and other field
services.

Scrutiny of the analysis data resulted in identifying a few selected
opportunities for consolidation of assignments which resulted in the following
structural improvements to the organization:

) Percentage of middle managers decreased by 10 percent
) Cost to manage increased by 2.5 percent

) Ratio of managers to workers decreased by 1 percent.
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The Department of Defense is responsible for National Guard activities within the state.
These activities include the responsibility for organizing and recruiting the units allotted to the
state, and their discipline, readiness, and effectiveness to execute missions that may be
assigned. In addition, the department conducts military education programs that involve the
assignment of military personnel to active duty, regular-establishment service schools,
extension course institutes, unit schools, and state-operated officer candidate and
noncommissioned officers’ schools.

The department provides for the maintenance, construction, and operation of armories,
warehouses, maintenance shops, and equipment storage sites, as well as accommodations for
aviation activities. The armories are available for use by other state agencies and for use by the
public in case of emergency. The armories are also leased for commercial, nonprofit, and
community activities.

The department owns and operates the training center at Sea Girt, which provides
accommodations for the New Jersey military officer and noncommissioned officer academies.
General, as well as specialized, military training and federal training activities are held at the
center, which also hosts the state police operations for special in-service and recruit training,
and for basic police training of county and municipal law enforcement personnel.

In Fiscal Year year 1983, the department had 325 positions and a state operating budget of
$8.4 million.

The organization chart for the department reflects the final decision of the chief of staff
after analysis of the GMIP final report.
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Accomplishments

Major accomplishments of the organizational analysis were as follows:

0o

All administrative services functions were consolidated under one major
division which reduced fragmentation and allowed redistribution of existing
human resources

All activities related to mobilization and planning were centralized which
reduced fragmentation and improved communications and responsiveness

Facilities-oriented functions were centralized in the Installations Division
which improved managerial control and increased efficiency

Central adminristration responsibilities were reassigned to reduce the span of
direct control of the chief of staff

Cost to manage was reduced from 63 cents to 26 cents per worker dollar
Percentage of middle managers was reduced from 23.8 to 19.2

Ratio of managers to workers increased from 1 to 3.0 to 1 to 5.3.
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The Department of Education supports the elementary and secondary education of
1.4 million public and nonpublic school students with financial aid and program
assistance. It is responsible for ensuring that local districts and schools comply with
state and federal laws and regulations. During Fiscal Year 1983, the department was
reorganized to emphasize curriculum assistance and innovation and to make the
monitoring of local districts more efficient.

In addition to the assistance provided to local schools, the department provides
direct educational opportunities for children with special needs or those involved in
special programs.

The resources of the state library are available to all residents, either directly or
through publications and loan programs. State aid is provided to local and area
libraries throughout the state, to four research libraries, and to the Newark museum.

It is the mission of the Department of Education to:

) Provide continued educational improvement for all public school
students in kindergarten through grade twelve, with an emphasis on
providing services that address staff, funding, curriculum, and facilities

0 Provide financial assistance to all local public educational agencies for
operating costs

0 Provide financial assistance and services for pre-kindergarten, post-
high school, and non-public school students
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) Aid, administer, evaluate, and monitor educational programs for
special-need handicapped children and adults, including state and
federal projects

0 Aid, develop, manage, and evaluate federal and state educational
programs for children and adults of limited-English-speaking
proficiency

0 Administer and monitor the funding of federal and state remedial
education programs for youths and adults.

In Fiscal Year 1983, the department had 1,961 positions and a state operating
budget of $34.1 million.

The organization chart for the department reflects the final decision of the
commissioner after analysis of the GMIP final report.
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Accomplishments

The restructuring phase of the organizational analysis emphasized school
programs and general support, leaving the state library and direct services for later
review. The three program areas were restructured into seven areas with more clearly
defined missions, and the five administrative areas were combined into three. In the
process, sixty-three middle management positions were reduced, leaving one middle
manager in each of the primary mission and support portions of the department.

) The average number of management levels was reduced from 4.3 to
3.08, for a reduction of 28 percent

0 The ratio of managers to workers was improved from approximately 1
to 4 to approximately 1 to 7

0 Management costs declined from 38 cents to 23 cents per worker salary
dollar, or 39 percent. For the core-mission unitsonly, management
costs decreased from 31 cents to 17 cents per worker salary dollar, or 45
percent

Additional Opportunities
Strategic planning will play a vital role in the new organization because its
function will be to analyze long-term issues or emerging social trends that may have an

impact on education. Strategic planning will anticipate and plan appropriate strategies
to meet such challenges and will be carried out by a committee of senior managers.
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DEPARTMENT OF ENERGY

GOVERNOR
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PUBLIC . BROADCASTING
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ADMINIS- SUPPORT TRATIVE
TRATION SUPPORT

The Department of Energy has the responsibility to design, implement, and
coordinate New Jersey’s energy policy and federal and state regulations in order to
ensure that New Jersey’s energy requirements are met and to secure federal funding for
energy-related projects. It also must:

) Develop and implement a ten-year master plan with respect to the
production, processing, storage, transmission, consumption, and
conservation of all forms of energy within the state

0 Establish a central repository of energy information and data

) Intervene in any proceedings before state, regional, or federal agencies in
order to represent the energy interests of New Jersey

) Hold co-extensive jurisdiction with all other state agencies in determining
the.need for and site of all i ypes of energy facilities.
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In Fiscal Year 1983, the department had 546 positions and a state operating
budget of $14.2 million.

The department includes the activities of the Board of Public Utilities which
ensures that utility services are provided at reasonable, nondiscriminatory rates to all
members of the public who desire such services and that they are provided in a safe,
adequate, and proper manner.

The department also includes the New Jersey Public Broadcasting Authority
which provides noncommercial educational television or radio services and
noncommercial public broadcasting services.

The organization chart for the department reflects the final decision of the
commissioner after analysis of the GMIP final report.
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Accomplishments

As a result of the organizational analysis, the Department of Energy was able to
identify the following structural changes and organizational improvements:

0 Reclassification of four managers to workers

0 Reduction in the cost to manage from 47 cents per dollar of worker’s salary to
34 cents

) Reduction in the percentage of middle managers from 23.1 percent to 19.0
percent

) An increase in the ratio of managers to workers from 1 to 3.5 to 1t0 4.2
o Reorganization of the department into three divisions with clearly
delineated functions, responsibilities, and adequate internal-control

mechanisms

) Implemented a reevaluation of job titles and descriptions for at least 50
percent of the department’s work force.

Board of Public Utilities

The Board of Public Utilities implemented the following organizational
improvements:

) Percentage of middle managers reduced by 24.8 percent
) Cost to manage reduced by 41 percent
) Ratio of managers to workers improved by 45 percent

) Reorganization of the Office of the Secretary will result in improved case
management and customer service

) Consolidation of support activities, including the elimination of a division,
will result in increased efficiency and reduced costs

) Separation of the audit function from the utility finance and accounting
functions will improve the integrity of the system

Additional Opportunities
) Identification of long-range needs:
- Cost accounting system
- Automation

- Training
- Policies and procedures
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Board of Public Broadcasting

The Board of Public Broadcasting has taken the following steps to strengthen the
fiscal and managerial efficiency of the agency. These steps include:

0

0
0
0]

Implementation of a selective hiring freeze

Reduction in staff

Elimination or consolidation of departments

Structural improvements to the organization have resulted in the

following changes:

- Cost to manage reduced from 40 cents to 35 cents per worker
dollar

- Percentage of middle managers reduced from 18.2 per cent to 12.8
per cent
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The Department of Environmental Protection was established in 1970 to unite all state
governmental operations under a mandate for protection, conservation, restoration, and
enhancement of the environment. Its responsibilities include the protection of human health and
welfare through management of water, air, land, forests, shore, wildlife, and shellfish resources
and the provision of outdoor recreation opportunities.

To achieve its mission, the department has instituted both regulatory and capital
improvement programs. Prominent among these are programs of identification and cleanup of
hazardous wastes, air pollution control, water pollution control, sewerage facility construction,
reservoir construction, loans to municipalities for repair of aging water supply systems, dam
reconstruction, shore protection, dredging, coastal zone and wetlands protection, radiation
monitoring and protection, pesticide control, preservation of lands for recreation and conservation
at both the state and local levels; and management of parks, forests, fish and game lands, and
shellfish and marine fishery.

In Fiscal Year 1983, the department had 2,596 positions and a state operating budget of
$49.0 million.

The organization chart for the department reflects the final decision of the commissioner
after analysis of the GMIP final report.
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Accomplishments

In its organizational analysis the department effected structural charges that should result
in greater effectiveness and efficiency. Moreover, prior to and during itsinvolvementin the
project, the department was able to reduce its payroll and other operating expenses to bring them
into balance with its budget appropriations.

Additional Opportunities

The department used its opportunity to engage in formal organizational analysis to identify
and begin the process of dealing with longer-term issues. It wrestled with issues of an
interdepartmental nature as well as those that are intradepartmental. With respect to the latter,
the department

0 Examined the merits of the centralization of functions such as accounting and
personnel and implemented such actions in the clerical accounting function to
accelerate processing of invoices and to reduce the number of personnel required
in this area.

o Initiated the process of assessing the merits of regionalizing enforcement aspects
of the department.

0 Decided to explore ways of developing low-maintenance parks and recreation
areas.

0 Centralized and consolidated clerical accounting functions to accelerate
processing of invoices and to reduce the number of personnel required in these
areas.

0 Structural improvements to the organization whereby the percentage of middle

managers would be reduced by 20 percent, the cost to manage reduced by 20.5
percent, and the ratio of workers to managers improved by 29 percent were
identified and were contingent in great part upon the department’s ability to
initiate and implement the use of high-tech titles. This approach would negate
the department’s need to continue the use of managerial titles to compensate
scientific and highly specialized personnel.

0 Achieved savings through improvements in office automation, increased
emphasis on user fees to cover program costs, consolidation of clerical and
accounting functions, and identified the possibility of savings through leasing vs
purchasing of agency vehicles.
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The Department of Health has broad powers to prevent the spread of disease
within the state of New Jersey and to assure its residents of quality health care ata
reasonable cost.

The first portion of the twofold mission of the Department of Health is to
prevent the spread of disease and is accomplished with an emphasis on preventive
health services. The purpose of the department’s community-wide prevention
strategy is to eliminate the possibility of illness and to provide screening and early
intervention programs aimed at identifying and treating diseases in high-risk
populations before they become life-threatening.

The department provides preventive health services through a network of state
and local agencies. Funds are subcontracted to over 400 service providers, including
hospitals, clinics, local public health departments, home health agencies, and others
providing preventive services. The strong links with these local health agencies
magnifies the impact of departmental programs with comparatively small budgets
and staff.

The second portion of the department’s mission is to assure residents of access
to quality health care at a reasonable cost and is achieved through a unique
prospective cost-reimbursement system designed to avoid unnecessary proliferation
of facilities and services. These elements, which consume only modest staffand
funding appropriations, are integrally linked to form a strong and successful cost-
containment system interacting with the providers of medical care and affect all
payers for care, such as government, insurance companies, the hospital industry,
and the general public. An example of the beneficial effects of this programisa
forecasted savings in 1984 of over $15 million in capital costs and $60 million in
operating costs in New Jersey’s health care system. Quality assurance is built into
this system of care by inspection programs that complement cost-containment and
standard-setting functions.

In Fiscal year 1983, the department had 1,548 positions and a state operatmg
budget of $29.8 million.

The organization chart for the department reflects the final decision of the
commissioner after analysis of the GMIP final report.
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Accomplishments

Major accomplishments of the organizational analysis were potential
improvements as follows:

o) An improvement in the ratio of managers to workers from 1 t0 3.1 to
1to4.5, or 45 percent.

0 A reduction in the percentage of middle managers from 38.7 percent
to 30.9 percent, or 20 percent.

0 Elimination of 27 managerial positions completed at this pointin
time.

0 Elimination of 77 positions, of the twenty additional positions

identified for reduction, eleven are managerial positions, yielding a
potential cost savings of $306,900.

0 A reduction in the percentage of one-to-one reporting relationships
of 55 percent (from 16.8 percent to 7.2 percent).

0 Overall reduction in the maximum number of management levels
by one or more for most divisions.

Additional Opportunities

The department is also in the process of developing various ongoing strategies
utilizing elements of the GMIP methodology. As an example, computer programs
have been written, based on data obtained from SMC, to organize departmental
activities by cost within divisions and across the entire department. This data will
assistin the identification of cost reduction targets, allowing the department to
make more effective use of limited resources.
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The New Jersey higher education system consists of the New Jersey Board of
Higher Education - which deals with system-wide questions of fiscal strategy and
educational policy, fifty-eight colleges and universities, and central management
services to the board and institutions within the system.
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The mission of the New Jersey higher education system is to:

o Improve and expand statewide planning efforts in order to establish a
rational basis for institutional and programmatic development in higher
education

o Ensure that all qualified and motivated New Jersey students are able to
find a place in a program of postsecondary study through the provision of
student financial aid programs, appropriate academic policies, and
adequate facilities

o Continue statewide planning and program development to meet major
medical and allied health needs in New Jersey for the present and future

o Enhance the management capability of the department and the
institutions of the state through the further development of computer-
based and other data processing systems

o Assistin the development and strengthening of independent colleges and
universities as integral components of a state system of higher education

The higher education system manages land holdings and campus facilities worth
an estimated $8 billion; it employs over 34,000 full-time staff and also makes heavy use
of part-time and seasonal personnel. Direct educational services are provided to over
350,000 full-time and part-time students, resulting in 45,000 degrees each year. In
addition, expert consulting services are provided and basic and applied research of
economic value to private employers and government jurisdictions is performed.

In Fiscal Year 1983, the department had a state operating budget of $512.8
million.

The organization chart for the department reflects the final decision of the
chancellor after analysis of the GMIP final report.
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Accomplishments

Major accomplishments of the organizational analysis are presented for the
Department of Higher Education (central management), Rutgers University,
University of Medicine and Dentistry, New Jersey Institute of Technology and state
colleges.

Recommendations systemwide provided for the organizational redesignation as
workers of 271 employees previously classified as managers and for the redirection of
over $1,000,000 in redesignation-related cost reductions to the improvement of support
services.

Department of Higher Education

The department reviewed the structural organization in order to gain a better
manager-to-worker ratio and reduce the cost of managing. The department
concentrated on restructuring work in the Division of Student Assistance. It reduced
- seven levels of management to four levels, reduced the number of managers by 25
percent and improved the ratio of managers to workers from 1 to 4.3 to 1 to 5.6.

Additional Opportunities
Rutgers University
The following areas for changes were identified:
o Reallocate payroll dollars from lesser to higher priority areas
o Information systems aimed at improving services or realizing economies

o Streamline the administrative process by eliminating unnecessary levels
of reporting

o Improved services for the students and the diffusion of responsibilities and
fragmentation of effort reduced for the managers and faculty

o Revised procedures for secretarial and clerical wor’k,'housekeeping and
janitorial work, security police and parking, the driving of vehicles and the
handling of mail

o The cost of secretarial and clerical work highlighted the backlog of
administrative and computer support needs

o The recognition of the need for management training.

University of Medicine and Dentistry
The analysis was viewed as the beginning of a planning process that the

university might adopt but not as an opportunity for immediate recommendations for
restructuring or for payroll reductions.
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A major factor in this viewpoint is the relationship between the university and the
state. Specifically, although the university recognizes that the state has a legitimate
concern that payroll costs be reduced, it perceives its management structure as being
the concern of its board of governors. Thus, the potential for reducing payroll costs by
simplifying the management structure through reducing management overhead is seen
as a matter for attention by its board of governors.

New Jersey Institute of Technology

The analysis focused on support functions, particularly personnel, purchasing, and
budgeting. The institute recognizes that the consultative nature of collegiate decision
making would prevent it from immediately realizing the full potential of the analytical
findings and that the analysis was but the first step in a continuing reassessment.

State Colleges

Because managerial control of each state college rests with its president and board
of trustees and there is not a consolidated operating system, each co- consultant team
analyzed its own institution and reviewed the results with the group at large. Eighteen
common issues relating to program policy and operations were identified during general
discussions. The analysis was viewed more as a beginning of the planning process than
as an occasion for immediate restructuring. Under an informal arrangement with the
Department of Higher Education, Mercer County College was included in the analysis.
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The Department of Human Services is the largest department of state
government. It is responsible for administering the state’s mental health
institutions and institutions for the mentally retarded; a network of community-
based centers concerned with mental health and mental retardation; the welfare
and Medicaid programs; the Commission for the Blind; the administration of
veterans’ homes; and most state-supported social services programs, such asday
care and family services. As New Jersey’s major social service agency, itis
responsible for providing services to one million men, women, and children in New
Jersey.

The department employs approximately 23,000 people and had an operating
budget of $890. 7 million in Fiscal Year 1983. Services are offered through the
following seven divisions:

Commission for the Blind and Visually Impaired. Provides a variety of
services to the blind and visually impaired, including counseling, medical
treatment, education, training, and job placement. The commission also
participates in state and federal vocational rehabilitation programs, home
industries, and vending facilities.

Division of Medical Assistance and Health Services (Medicaid). A joint
federal-state program providing for the medical and health needs of over
600,000 poor New Jerseyans. The program covers the Pharmaceutical
Assistance to the Aged Program, the Lifeline Credit Program, inpatient and
outpatient hospital care, skilled nursing and intermediate care, home and
hospital treatment for children, and family planning health clinic services.

Division of Mental Health and Hospitals. Administers four state psychiatric
hospitals, a children’s residential treatment center, and a special facility for
geriatric patients; provides aid in the development of community mental
health centers; and provides state funding for mental health clinic services.

Division of Mental Retardation. Administers and operates the state’s nine
residential facilities for the retarded. Provides other functional services,
including purchase of residential care, day training and adult activity centers,
research, guardianship protection, and a broad spectrum of regional social
services, including nonresidential supervision.

Division of Public Welfare. Administers several public assistance programs
including Aid to Families with Dependent Children, General Assistance, and
Home Energy Assistance. Supervises the Cuban and Indo- Chinese Refugee
Assistance programs and the federal food stamp program.

Division of Veterans’ Programs and Special Services. Administers the two
soldiers’ homes and the Bureau of Veterans’ Services. The bureau assists and
counsels veterans on all state and federal benefits to which they may be
entitled.

Division of Youth and Family Services. Provides adoption and foster care
placement; protective services for abused, abandoned, and neglected children;
casework, counseling, and tangible services to families; day care services and
residential and institutional care.

The organization chart for the department reflects the final decision of the
commissioner after analysis of the GMIP final report.
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Accomplishments

As a result of the GMIP process, the department was restructured so that it
can effectively function as one centralized entity rather than as seven independent
divisions. Major accomplishments of the study were as follows:

o

The department was restructured to permit supervision of the
seven operating divisions by two Deputy Commissioners, with all
administrative functions which cut across divisional lines being
consolidated under a Chief of Staff. These functions include
departmental planning, facilities management services, personnel
services, establishment of department-wide priorities and plans for
automated systems. These functions will be handled by three
Assistant Commissioners, reporting through the Chief of Staff to
the Commissioner.

The proposed restructuring will reduce the number of individuals reporting to
the Commissioner from an unwieldly 13 to a manageable 5, while, at the same
time, increasing the management resources of the Commissioner’s Office. In
addition, it reduces duplication and clearly identifies roles and responsibilities of
each executive in the Central Office.

(0]

The Central Office’s function has been changed considerably as a
result of participating in GMIP. Previously, each division oversaw
its own program planning and fiscal activities, acting as an
autonomous unit. In the future, the Central Office will coordinate
and control all programs, administrative procedures, and fiscal
activities within the department. The reorganization will
streamline and centralize the administrative structure, consolidate
common functions, increase coordination, improve management
controls, and clearly identify the roles and responsibilities of each
organizational unit.

Major restructuring was done to change the Division of Youth and
Family Services from a highly centralized to a regionalized
organization. Because staffing guides were provided by the
department, it was possible to allocate managers and workers on
the basis of population density and other characteristics. Asa
result, 154 managers, or 5.4 percent of the division total, were
reduced despite a significant increase in the people in some district
offices where demand is heaviest. Since the analysis was
completed, it has been decided to reallocate some of the reduced
personnel to direct case work and thereby improve the level of
service and reduce the case loads where desired.

The GMIP process allowed the department to conduct an overall
household sweep, evaluating staffing patterns as well as
programmatic efficiency. Areas requiring closer control
mechanisms were identified through evaluation and were
subsequently realigned to provide for more efficient work.

The organizational analysis of each division identified the areas of
highest cost and staffing concentration. Those areas are being
restructured toward a more efficient and cost-beneficial hierarchy
to achieve effective service delivery while tuning the costs to
include only necessary operational staff.
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Additional Opportunities

The proposed model for development of information systems is also
a centralized structure. Centralization of management
information systems will provide for greater flexibility in existing
analytical and planning resources within the department.
Automation allows a provision of services at a high level without
increasing costs, particularly administrative costs.

Realignment within the Department of Human Services will begin
with the development and implementation of a centralized
personnel system. Centralization of this area represents a
potential cost savings of $270,000 and will be achieved by
centralizing the personnel systems of Youth and Family Services,
Public Welfare, Medicaid, and the Commission for the Blind and
Visually Impaired.

Yet another short-term action planned at DHS is a financial
management information system. This system will automate the
department’s finance and accounting subsystems in one system
that will act as a facilitator in the planning, managing, evaluating,
and replanning cycle. A department such as thisone, which
operates on combination funds, needs an adaptable system to
provide a wide array of information.

A large amount of budgeted monies was being spent on food
services throughout the institutions and facilities sponsored by
DHS. Closer examination led to the conclusion that the system
lacks any kind of uniformity and therefore is subject to increasing
costs. From one facility to the next there is no common system in
the purchase, preparation and provision of foodstuffs. DHS has
now formulated a food-service task force to examine the problem
and make recommendations to the commissioner.

Examination of long-term options on a divisional level identified
various areas that may generate revenue and improve services to
the state’s disadvantaged population:

- Mental Health and Hospitals: Long-term cost-effective
facility- utilization plan

- Youth and Family Services: Review of the Adoption Subsidy
Program and rooming and boarding home projects

- Public Welfare: Integration of income maintenance and
services staff

- Medical Assistance: Require banks to provide account
verification to welfare agencies; establishment of a long-term
community care program

- Central Office: Complete vertical as well as horizontal
realignment within the central office structure of DHS.
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The Department of Insurance has responsibility for administering and
enforcing the laws that regulate the real estate and insurance industries in New
Jersey. Another of the department’s important tasks is to examine and license
insurance companies in order to protect the public. Atregularintervals, every New
Jersey insurance company is examined to determine its financial soundness. The
department licenses insurance agents, brokers, and solicitors who have passed
qualifying examinations. It investigates complaints against companies, agents, and
brokers; holds public hearings; and has the power to suspend or revoke any license it
has issued, or to impose fines for violations of the laws or departmental regulations.
Among the department’s many responsibilities is the approval of rates for property,
liability, and health insurance policies. The department also examines and
evaluates policy forms prior to allowing them to be used in New Jersey.

Within the Department of Insurance is the Division of the New Jersey Real
Estate Commission. This agency has the responsibility for the regulation of the New
Jersey real estate marketplace and includes licensing, enforcement, complaints,
subdivided land sales, and hearings.

In Fiscal Year 1983, the department had 267 employees and a state operating
budget of $6.2 million.

The organization chart for the department reflects the final decision of the
commissioner after analysis of the GMIP final report.
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Accomplishments

Major accomplishments of the organizational analysis were as follows:

()

Abolishing the Division of Consumer Services and incorporating its
functions within other operating divisions.

Restructuring the Division of Administration, reallocating six
supervisory positions to worker positions.

Restructuring the Financial Examination Division, reallocating 14
supervisory positions to worker positions.

Establishing a consumer information and complaint “help desk” and
staffing it with qualified professional staff from real estate
insurance marketplace regulatory functions.

Consolidating revenue and reimbursable accounting functions into
the departmental fiscal office.

Structural improvements achieved through the organizational
analysis will result in a reduction in the cost to manage from 80
cents to 38 cents, a reduction in the percentage of middle managers
from 36 percent to 22.5 percent and an improvement in the ratio of
managers to workers, from 1 to 2.3 to 1 to 5.2.

Additional Opportunities

Areas of potential improvement requiring further study were also identified.

0]

Establishment of a revolving fund to support reimbursable
regulatory audits would address problems of inadequate support and
budget restraints

Establishment of a dedicated fund reappropriating revenues and
other receipts for services that are performed by the department at
the request of the insurance and real estate industries and its
licensees

Evaluating current fees charged, their adequacy, and how they
compare with other states.

Consolidating the insurance and real estate licensing and marketplace
regulatory functions is being studied. Implementation is not immediately feasible,
but this possibility will be evaluated on a regular basis.
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The Department of Labor operates under a variety of federal and state statutes and runs a
multiplicity of programs that affect all aspects of working life in New Jersey. The major
missions of the department are summarized as follows:

(]

Prevent or eliminate employment practices that are injurious to workers or that
abrogate workers’ rights, and ensure equitable wages, hours, and working
conditions.

Accumulate adequate reserves and pay or direct payment of benefits to
unemployed and disabled individuals.

Develop and make available employment and training opportunities to
interested workers.

Rehabilitate disabled manpower for employment opportunities.
Minimize public and private employer-employee disputes, resolve such disputes

when they arise, and enforce statutory collective bargaining rights of public
employees.

In Fiscal Year 1983, the department had 4,825 positions and a state operating budget of

$34.4 million.

The organization chart for the department reflects the final decision of the commissioner
after analysis of the GMIP final report.
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Accomplishments

Major accomplishments resulting from the organizational and program analyses were as
follows:

) One hundred twenty-three positions were identified to be abolished without any
deleterious effect on the department’s operations, for a saving of $2 million.

) Nine new positions had to be created to accommodate new organizational
structuring.

0 Supervisory responsibility was removed from 109 job classifications, resulting in
the need to properly classify over 300 individuals.

0 Many classifications were supported by the technical work involved and, hence,
would not require including supervisory responsibilities.

0 Savings from positions downgraded amounted to $2.7 million.

As a result of the reorganization, cents to manage was reduced from 35 cents per worker
salary dollar to 27 cents, a 23 percent reduction; the percentage of middle managers was
reduced from 38.4 percent to 28.5 percent, a 26 percent reduction; and the ratio of managers to
workers was improved from 1 to 4.8 to 1 to 6.3.

The department is anticipating improved services to the public, particularly as a result of
making more operating personnel available. There will probably be some short-run period of
adjustment. However, once that has been completed and newly assigned people have learned
their jobs, productive results should develop and provide for longer-term improvement.

Additional Opportunities
Areas for further study were identified during the analytical activity:

0 The possibility of further integration of departmental functions, including the
elimination of overlapping and duplicative activities in the areas of personnel,
training, procedures writing, and management analyses.

0 Recalculation of the priority-expenditure analysis at the divisional level toward
identifying overlapping duplication of administrative activity and further
integration of program responsibility.

The priority-expenditure analysis conducted at the department level produced mixed and
somewhat misleading results; therefore, it will be conducted at the divisional level.
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The Department of Law and Public Safety has a wide range of responsibility that
includes the office of the attorney general, ten separate divisions, and four autonomous

agencies.

The Division of Law provides legal representation to all departmentsin
state government, to certain independent and quasi-independent
authorities and, on request, to the legislative and judicial branches of
government.

The Division of Criminal Justice investigates organized crime and
corruption, presents cases to the state grand jury, tries indictments
returned by that grand jury, prosecutes violations of the antitrust law, and
is responsible for criminal appeals from all twenty-one counties in New
Jersey; when requested or deemed necessary to protect the interests of the
state, the division may supersede or assist the county prosecutors in the
discharge of their duties. It also provides technical assistance and training
services to the county prosecutors to ensure that uniform and effective
enforcement of the criminal laws and administration of eriminal justice
within the state.

The state police are responsible for patrolling the major highways in the
state, for enforcing the narcotics, alcoholic beverage, and other criminal
laws, regulating boating safety, providing laboratory and other technical
services to local police departments, and supplying general protection in
areas without police departments. The superintendent of state police is
also the state Director of Emergency Management, coordinating the
statewide emergency responses to man-made or natural disasters.

The Division of Motor Vehicles is responsible for the registering and
inspection of motor vehicles and the licensing of all motorists.

The Division of Alcoholic Beverage Control regulates the manufacturing,
wholesaling, and retailing segments of the liquor industry in the state.
The director of that division also serves as Commissioner of Amusement
Games of Chance, which regulates that industry as well.

The Division on Civil Rights enforces laws prohibiting discrimination.

The Division of Consumer Affairs ensures fair, equitable and competent
treatment of the consumer in relation to the acquisition of goods and
services and in the use of professional and occupational boards.

The Division of Systems and Communications maintains several computer
systems to provide vital information necessary to the internal operations of
the department and to law enforcement agencies throughout the state.

The New Jersey Racing Commission regulates the horse-racing industry
and its employees.

The Division of Gaming Enforcement was created to investigate all
applicants for casino and casino-related licenses, to review and audit
casino operations, and to investigate and prosecute all violations of the
Casino Control Act.
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o The autonomous commissions and agencies administratively in but not
part of the department include the Executive Commission on Ethical
Standards, the Election Law Enforcement Commission, the State Law
Enforcement Planning Agency, and the Violent Crimes Compensation
Board.

In Fiscal Year 1983, the department had 6,987 positions and a state operating
budget of $158.6 million.

The organization chart for the department reflects the final decision of the
attorney general after analysis of the GMIP final report.
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Accomplishments

Major accomplishments of the organizational analysis, to be implemented over a
three-year period, are as follows:

o The overall benefits expected from implementation of the GMIP process
are: cents to manage each dollar of worker salary reduced
from 32 cents to 22 cents, an improvement of 37 percent; the ratio of
managers to workers improved from 1 to 4.8 to 1 to 7.5, an improvement of
54.2 percent; the percentage of middle managers decreased from 30.4
percent to 20.4 percent, an improvement of 36.5 percent; and the average
number of management levels reduced from 3.91 to 3.17, an improvement
of 18.7 percent. When the plan is fully implemented, the number of
employees will be reduced by approximately 300, for a reduction of 3.8
percent, reducing total payroll by $5.8 million, or 4.1 percent.

o The Division of State Police reassessed managerial responsibilities and
developed more streamlined management structures in the areas of
investigations, laboratories, and administration. Changes were made to
the administrative reporting and assignment channels between State
Police units concerned with gaming enforcement and the civilian staff
operating under the Division of Gaming Enforcement. There was a
streamlining of reporting systems to allow troopers in the field to spend
more time on police work and less on report writing. An increase in
automation is planned for the administrative section at divisional
headquarters to increase efficiency, and automation of the interstate
identification process is planned to provide instantaneous criminal-history
information for all phases of the criminal justice process.

o The Division of Motor Vehicles will centralize its computerized telephone
answering system for general motor-vehicle information; consolidate
automated accounting functions; consolidate the rehabilitation functions
of the bureaus of Alcohol Countermeasures, Probationary Driver, and
Driver Improvement; reorient objectives of the Bureau of Agencies to
emphasize document verification at the division’s central office and
emphasize quality assurance at each local agency; eliminate the Bureau of
Court Report and Fines; transfer the Bureau of Compulsory Insurance and
Accident Reporting to the Driver Improvement Service; reorganize the
present vehicle- inspection and driver-testing efforts; and redesign the
present computerized data base to permit integration of the registration
file, enhancement of the violation data file, and acceleration of the agency
automation process.

o The Division of Criminal Justice analysis focused primarily on internal
restructuring of investigative and prosecutorial resources, with particular
attention given to reducing middle managers to enhance the efficiency of
the division’s administrative processing of criminal matters.

o The Division of Law will increase its use of word processing to better
enable its staff to produce legal documents with fewer clerical employees.

o The Division of Alcoholic Beverage Control will reassign selected functions
from the present Licensing Bureau into a new Bureau of Trade Practices to

101



permit better supervision of the'industry as a whole and possibly increase
revenues.

0 The Division of Consumer Affairs will consolidate the present Charities
Registration Section with the Bureau of Securities to maximize the
effectiveness of their present resources.

o The Division of Gaming Enforcement will reassign several current sections
from operations to investigations based on an analysis of functions and
grouping of related units that results in the reduction of management
positions and it will locate the administration and trial functions under the
personal supervision of the director.

o The Division on Civil Rights will consolidate its bureaus of Administration
and Research and Planning and Program Development and restructure the
Enforcement Bureau on functional rather than geographic lines in order to
reduce the levels of management and streamline internal reporting
channels.

o The Division of Systems and Communications will eliminate the present
manual punch card files of the Division of Motor Vehicles and install state-
of-the-art computer applications in order to permit a reduction in the
number of clerical staf? and data processing operators.

o The New Jersey Racing Commission will eliminate one level of
management in order to streamline its internal operations.

o The Office of the Attorney General will be restructured along functional
lines and will eliminate one level of middle managers to
more clearly define administrative accountability and streamline the
management structure of the department. An intradepartmental task
force is being commissioned to coordinate the implementation of the GMIP
process, especially with regard to administrative activities that are not
program related.
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The Department of Public Advocate represents the publicinterest in areas
as diverse as health care, the environment, utility rate setting, employment,
mental health, the rights of developmentally disabled, and the concerns of senior
citizens. In addition the department serves as an ombudsman for citizens who
face problems dealing with state agencies. However, the major portion of the
department’s appropriated budget, 85 percent, is devoted to the centralized public
defender system through which indigents accused of crimes are provided with
legal representation.

In Fiscal Year 1983, the department had 805 positions and a state operating
budget of $25.2 million.

The organization chart for the department reflects the final decision of the
commissioner after analysis of the GMIP final report.
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Accomplishments

Major accomplishments achieved through the organizational analysis are

as follows:

o

Staff Reductions. Managerial positions totaling about $100,000 in
Fiscal Year1983 have been frozen and additional Fiscal Year 1984
actions may increase that amount by $100,000 annually.

Under the proposed reorganization, cents to manage each worker
dollar will be reduced from 27 cents to 20 cents, a reduction of 25.9
percent; the ratio of managers to workers will be improved from 1 to
5.4 to 1 to 7.8, an improvement of 44.4 percent; the percentage of
middle managers will be reduced from 35.3 percent to 25.8 percent, a
reduction of 27.2 percent; and the average number of management
levels will be reduced from 3.19 to 2.90, an improvement of 8.8 percent.

Additional Opportunities

Training Managers in the Budget Process and Civil Service Law.
Public Advocate and Public Defender managers will be trained in
these two areas to improve their efficiency, develop closer monitoring
of expenditures, and use the Civil Service system to develop and
reduce personnel where necessary, in concert with reorganizations to
be pursued in most units.

Strategic Substantive and Activity Planning. The department will
undertake a complete analysis of the data developed during the
program and organizational analyses to assign priorities to issues and
organizational and work activities.

Develop the Lead-Worker Concept. The department will work with
Civil Service to develop a parallel, nonmanagerial career ladder for
the expert worker. Specific criteria for alternative job specifications
will be researched, with the goal of eliminating some middle-
management positions.

Analysis of Work Distribution, High-Low Activity Costs, and Cost
Panels. This self-analysis should lead to modest cost savings at the end
of Fiscal Year 1984 and certainly by Fiscal Year 1985. The savings
will be modest because the Public Advocate’s budget has had a below-
average growth rate over the years in comparison with other agencies.

Management Information System. Immediate plans include using
computerization of fiscal and personnel information housed in
Treasury and Civil Service. Long-range plans through Fiscal Year
1985 include the study, request for purchase, and implementation of
data processing capability throughout the department. Annual
savings of $140,000 are anticipated through elimination of positions
and through cost efficiencies by the end of Fiscal Year 1984,
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DEPARTMENT OF STATE

GOVERNOR
SECRETARY OF STATE
LEGAL ASSISTANT
SECRETARY OF
STATE

The Department of State serves as the state’s primary record keeper,
administrator of electoral procedures, and repository for cultural agencies and
institutions. The Office of the Secretary of State governs the processing, recording,
and filing of all corporate documents (foreign and domestic) and annual reports,
collection agency bonds, hotel and motel name of individuals, railroad agreements,
conditional sales agreements, financing statements and other documents. It
regulates service of process on corporations, airlines, hotels, and multiple dwellings.
The office issues commissions to notaries public, foreign commissioners of deeds, pilot
licenses for Sandy Hook and New York harbors, and prepares all extradition papers,
pardons, and restorations of citizenship. It also is responsible for the canvassing of
votes cast for governor, United States senator, congressman, state senate and general
assembly candidates, constitutional amendments, and other public questions.
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The department also serves as a focal point for state-supported cultural activities
and includes within it the Office of Ethnic Affairs, the New Jersey Council on the
Arts, the New Jersey Historical Commission, the New Jersey State Museum and the
Division of Archives and Records Management.

At the beginning of Fiscal Year 1983, the department had 291 positions ( 90
within the Office of the Secretary of State and 201 in the Office of Administrative
Law) and a state operating budget of $6.9 million.

The organization chart for the department reflects the final decision of the
secretary after analysis of the GMIP final report.
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s area has increased to $9.1 million with the addition of the Museum, State

This amount for the Secretary of State’

a

d Archives and Records Management.

1ssion an

Council on the Arts, State Historical Comm

b. The area under the control of the Secretary of State had a total of 90 budgeted positions during these fiscal years,

plus three to eight authorized positions.

¢. The agencies reporting to the Secretary of State including those mentioned as being transferred under footnote a,

increase the Department’s complement of positions to 366.
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Accomplishments

Major accomplishments of the organizational analysis were as follows:

® Redefining the mission of the department to include state-supported
cultural entities that had previously been scattered across state
government. This broadening of functions required a series of measures
that included new laws, executive orders, and the invocation of the
governor’s powers under the Reorganization Act of 1969. It increased
department personnel by approximately 80 people.

L Structural improvements to the organization were:

- A reduction in cents to manage each worker salary dollar of 5 cents, an
improvement of 10 percent.

- An increase in the ratio of managers to workers from 1to 4.1 t0 4.6, an
improvement of 12 percent.

- A reduction in the average number of levels of management, from 4.21
to 4.08, a reduction of 3 percent.

Additional Opportunities
Identification of issues requiring further study
- Automation of office functions

- Increased revenue collection
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ADMINISTRATIVE LAW
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OPERATIONS POLICY JUDICIAL
EVALUATION

The Office of Administrative Law is in, but not part of, the Department of State.
It is responsible for the development and application of a fair comprehensive and
uniform system of administrative practices in the executive branch of government.
Full-time administrative law judges hold hearings and render decisions containing
findings of fact, conclusions of law, and dispositions that are reported as
recommendations to the various agency heads for their acceptance, rejection, or
modification. Uniform standards, rules of evidence, and procedures adopted by the
Office of Administrative Law pursuant to statute apply to the conduct of contested
cases and the making of administrative adjudications in all administrative agencies.

The office creates standards, maintains filing, docketing, record-keeping, and
decision-making systems for an estimated 12,000 cases in the administrative agencies

and develops and administers a program for the continuing training and education of
judicial personnel.
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The office also regulates state agencies with regard to the preparation,
publication, and filing of proposed and adopted rules and regulations and maintains
and sets standards for the New Jersey Register and the New Jersey Administrative
Code.
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Accomplishments
Major accomplishments of the organizational analysis were as follows:

Reduced the percentage of middle managers by 41 percent.

Reduced the cost to manage by 18 percent.

Improved the ratio of managers to workers by 20 percent.

Reduced the average number of management levels by 6 percent.
Implemented recommendations to streamline operations and improve the
handling of cases for adjudication.

Additional Opportunities

° Identified methods to improve the process for selection, appointment and
retention of judges.

° Identified methods to simplify procedures and reduce processing time in
rendering judicial decisions.
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New Jersey Transit is responsible for providing a coordinated and efficient public
transportation system statewide via operation of commuter rail service and the largest
bus system in the state. It has responsibility to:

o  Ensure the availability to the public of a viable public transportation system
that serves the needs of commuters, the elderly, the handicapped, and the
transportation-disadvantaged, and to provide alternatives to increasing
reliance on the automobile. This includes continuing the elderly and
handicapped programs that permit eligible citizens to use passenger services
at reduced fares during off-peak hours and that provide special equipment to
nonprofit organizations to assist those who cannot use scheduled services.
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0 Maintain essential public transportation services in the state by contracting
for services, making marketing efforts to increase use of those services, and
making capital improvements, including the purchase of new and
rehabilitation of old equipment and facilities.

On July 1, 1982, New Jersey Transit had 4,892 employees and a state operating
budget of $104.0 million.

The organization chart for the department reflects the final decision of the
commissioner after analysis of the GMIP final report.
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Accomplishments

The organizational changes effected at New Jersey Transit Bus Operations were
designed to clarify lines of responsibility and authority, eliminate overlapping
responsibilities, adjust managers’ spans of control, and increase the overall operating
efficiency of New Jersey Transit. Prior to this analysis, fourteen managers had reported
directly to the general manager. Currently, there are eight managers reporting to the
general manager.

Changes at New Jersey Transit headquarters include reorganization of the
Finance Department, changes in the structure of the Corporate Communications
Department, and the consolidation of all quality-assurance activities at headquarters
rather than at the rail and bus subsidiaries. Structural efficiencies include:

0 Reclassification of 161 managers to workers

0 An improvement in the ratio of managers to workers from 1 to 11.2 to 1 to 20,
or 78 percent

) An improvement in the cost of managing from 12 cents per worker payroll
dollar to 7 cents per dollar, or 41 percent

) Improvement in the percentage of middle managers, by 30 percent, from 27.3
percent to 21.9 percent

Additional Opportunities

0 Maintenance-Industry Task Force - At the recommendation of the co-
consultants, a maintenance-industry task force was created to
evaluate the maintenance operations at New Jersey Transit Bus Operations
and make recommendations for improvements. A fact-finding effort was
initiated and recommendations will be presented to the executive director
and commissioner.

) Management Information System - Efforts to develop management
information systems (MIS) for a financial accounting system for
headquarters and both subsidiaries as well as an inventory control system
for New Jersey Transit Bus Operations have been initiated. These
developments, in addition to others in the overall MIS effort, will ultimately
revolutionize the way New Jersey Transit conducts business and will greatly
enhance productivity.

o Risk-Management Survey - An analysis of risk-management needs is being
pursued and a risk-management survey is currently in progress.

) Bidding Process - The staff is preparing recommendations to the board on
expediting and improving the bidding process in order to significantly
streamline the process and cut costs.

0 Industry Participation - A program is being designed to encourage private-

sector participation in public transportation and to develop an advocacy role
for the private sector in support of public transportation.
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Consolidated Ticketing and Ticket Expense - An analysis is under way on
methods to reduce ticketing expense and to consolidate rail and bus ticket
sales.

Free-Flow Gates - Urge that a policy be established by the interstate

authorities to allow all regular route mass transportation vehicles to pass
through toll roads, toll bridges, and tunnels for free.
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The Department of Transportation is responsible for overseeing the operation
and maintenance of the state’s transportation system -- its railroads, buses, highways,
and airports. Based on volume of traffic and road mileage, the state’s highway system
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carries more traffic per mile than any other state, at the same time maintaining one
of the lowest fatality rates in the nation.

The department has direct responsibility for:

o Promoting an efficient, fully integrated, and balanced transportation
system for the state

o Preparing and implementing comprehensive plans and programs for all
transportation modes in the state

o Coordinating the transportation activities of state agencies, state- created
public authorities, and other public agencies with transportation
responsibilities in the state

o Planning, designing, building and maintaining a state highway system

o Improving and upgrading local roads and streets

Through New Jersey Transit Corporation, the department plans, develops,
operates and maintains a statewide public transit system.

In Fiscal Year 1983, the department had 5,978 positions and a state operating
budget of $245.8 million.

The organization chart for the department reflects the final decision of the
commissioner after analysis of the GMIP final report.
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Accomplishments
Major accomplishments of the organizational analysis were as follows:

o Eliminate the dual inspection of New Jersey Transit buses by both the
department and New Jersey Transit. Under the new action, New Jersey
Transit will perform its own inspections and will self-certify. This will
resultin a savings of approximately $175,000 annually.

o Transfer the private-carrier bus-inspection program of the department to
the Office of Regulatory Affairs.

o Redefine the role of the aeronautics section to put more emphasis on its
promotional operation, which is designed to strengthen local airports and
attract business and jobs to the state. The department will realize an
annual savings of $160,000.

o Reduce by fifty the number of vehicles assigned to transportation
personnel and substitute compact and subcompact cars for pickup trucks
where appropriate. This will produce a saving of $480,000.

o Improve the ratio of clerical help to the professional, technical, and
nonprofessional staff. This should resultin an annual saving of
approximately $500,000.

o Install maintenance-free, low cost landscaping wherever possible to
minimize maintenance and upkeep costs.

o Develop agreements with independent road authorities, counties, and
municipalities that will authorize them to accept responsibility for state-
owned sections of roadways.

The organizational review by the co-consultants resulted in reductions in the
number of management positions by making lower-level managers into workers and
by eliminating positions. Specifically, 358 managers have had their responsibilities
reduced to the worker level, resulting in a potential saving of $1.9 million, and
twenty-seven managers and twenty-three clerical and other positions have been
proposed for elimination, for a saving of $1.1 million.

These changes also improved the department’s ratio of managers to workers from
1t03.6 to1to05.8, well within reach of the generally accepted norm of one manager to
six workers.

Implementation of these changes means that the cost of managing was reduced
from 45 cents per worker salary dollar to 28 cents, again within the program target.
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The Department of Treasury is the central management agency of state
government and is organized into nine divisions - certain of which have operating
responsibilities related to raising and disbursing state revenues, and others'of which
provide centralized administrative services to state government as a whole.

Revenue Activities

o)

(0]

Preparation and administration of the state’s $9.5 billion operating budget
and its $420 million capital budget, as well as managing, implementing, and
controlling all aspects of the state’s accounting system.

Investment of 81 separate state funds having a current book value of
approximately $9.5 billion and administration of the Cash Management fund
which includes deposits from counties, municipalities, and school districts.

Administration of the tax laws of the state so that all properly due taxes are
collected

Maximize revenues from the state lottery

Centralized Administrative Services

o

Provide for centralized management of the rental, purchase, and disposal of
real property; management of the fire and casualty insurance program,;
maintenance of the buildings in the capital complex; and oversight of the
construction of buildings and facilities for the various state agencies.

Operate a central motor pool fleet at the lowest possible cost and provide the
state agencies with safe operating vehicles

Provide a printing service, mail processing, and delivery system at minimum
cost

Provide food service in the state house complex cafeterias and Department of
Transportation cafeteria

Administer employee benefits programs for state and local employees

Assist the governor’s Employee Relations Policy Council in all matters
regarding relations between the state and its employees

Evaluate all requests for data processing, telecommunications services, and
data processing equipment in state government

Provide economic data and information processing services to the
department and to other agencies

Provide a means for state, local, and county governments and school districts
to effect economy by cooperative purchasing

In Fiscal Year 1983, the department had 4,588 positions and a state operating
budget of $74.2 million.

The organization chart for the department reflects the final decision of the
treasurer after analysis of the GMIP final report.
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Accomplishments

Major accomplishments of the organizational analysis were as follows:

o

Restructuring of three major statewide functions performed by the
department resulted in the following organizational changes:

- Office of Management and Budget - Creation of this office provides for
centralized control and direction for the planning, budgeting, and
information systems functions. It includes the former Division of Budget
and Accounting, Division of Data Processing and Telecommunications and
the Office of Management Services.

- General Services Administration - Creation of this office provides for
consolidation of all purchasing, construction, property and administrative
service functions of state government. It includes the Division of Purchase
and Property, Division of Buildings and Construction, and Division of
Pensions.

- Financial Management Administration - Creation of this office provides
for centralized control and co-ordination of basic treasury and money
management functions. It includes cash management functions previously
performed by the Division of Budget and Accounting, debt management
functions performed by the Assistant Treasurer, the Division of
Investment, and a new office for improved debt collection activity.

Savings include management costs being reduced by $3.3 million and worker
salaries increased by $2.1 million, for a net savings of $1.2 million

Structural improvements are as follows:

The percentage of middle managers reduced from 30 per cent to 23 per cent

Cents to manage reduced from 32 cents to 25 cents

The ratio of managers to workers improved from 1to 5.8 to 1 to 8.5

The average number of management levels reduced from 4.85 to 3.96

Additional Opportunities

Areas identified for further study were:

o Implementation of a consolidated print shop with electronic equipment to
provide the entire state with faster high-quality printing and reproduction

o Modernization of the pension system by instituting new programs and
equipment to eliminate overtime, backlog, and excess required personnel

o Instituting a policy of maintaining a minimal vehicle fleet, complemented
by mileage reimbursement, credit card curtailment, and better planned
and functioning maintenance facilities

o Investigate how affirmative action in selecting vendors can be better
integrated into the bidding process
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o Review and revise the state’s entire mail and delivery process. There are
opportunities to reduce the cost of deliveries by better and more use of
presently available equipment and by obtaining certain new equipment.

o Changing the manner in which the homestead rebate tax is disbursed; that
1s, as a credit on local property tax or the incoine tax.
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SUMMARY

The state's annual budget is the most powerful policy-making
tool available to a Governor. The level of funding allocated to
each program should be a reflection of the administration's
spending priorities within current revenue constraints.

At the department level, budget preparation is a vital
management function. For the efficient management of state
agencies, the budget document must be comprehensive, explicit and
functional, and should take into account long-term operating
strategies and revenue projections. Agencies must understand the
Governor's program priorities, fiscal policies, and parameters
for long-term objectives at the outset of the budget preparation
cycle. In addition, orderly programmatic review and evaluation
are essential in determining agency spending plans.

In New Jersey, however, the state's current budget process
lacks executive level policy-setting and timely communication of
revenue estimates, and includes no planning beyond the immediate
resolution of priorities for individual line-items for the coming
fiscal year.

A process essentially unchanged for years, the same system
guided New Jersey's budget preparation when spending was $2.09
billion in 1973, growing to $4.4 billion in 1979 and $6.2 billion
in FY1983. The lack of policy guidelines, fiscal restraints and
long-term planning that routinely led to across-the-board increases
when government growth was fashionable and affordable cannot be
tolerated in our present era of scarcity and retrenchment.

This report outlines changes that must be made in our budget
process to better manage state resources. Our final recommenda-
tion to restructure the budget operation is essential to incorpo-
rating these key reforms into New Jersey's budget process. These
reforms include:

1. Replace agency-initiated budget requests with clear
policy guidelines from the Chief Executive. New
Jersey's bottom-up approach to budgeting, where the
agencies prepare, based on the previous year's
spending plans, a type of "wish list" for funding to
be submitted to the Governor for review, practically
guarantees continuation of programs and incremental
expansion in every line-item. Under our present
system, policy input from the Governor's office comes
at the end, rather than the beginning, of the budget
cycle. At that point, after agencies have prepared
and the budget bureau has reviewed spending plans,
policy input becomes a random, hit-or-miss approach
where the major "success" comes in avoiding obvious
funding inconsistencies. For the budget to reflect
the administration's policy aims, clear policy
guidelines must be issued to all departments from the
Governor's office at the outset of the budget
preparation process.
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Provide agencies with fiscal projections and firm
departmental spending targets as budget preparation
begins. In New Jersey, agencies prepare budget
requests months before receiving any information
from Treasury regarding revenue estimates for the
coming year. Revenue projections become available
only within the 30 to 60 day conclusion of the
budget cycle, leaving agencies little time to
thoughtfully alter spending plans to accommodate
projected shortfalls. The result in recent years,
where shortfalls due to recessionary economic
factors were the rule rather than the exception,
was largely unplanned slashlng and shifting of
minor object accounts.

Agencies also begin each budget cycle with no target
spending figures for the department as a whole. With
no bottom line to guide funding requests, the system
encourages spending rather than managing. It is in a
department's interest to overstate line-item amounts
to preserve an increase after the budget bureau
review. As a result, it has not been uncommon for
departments to submit requests 20 to 30 percent
higher than the previous year, knowing that the
budget bureau function is primarily one of trimming
rather than evaluating fiscal and program policies.
Because of the competitive gamesmanship that has
evolved between the departments and the budget
bureau, target spending figures, when finally issued
to the agencies, are largely ignored.

Agency heads have also never been provided with
information on the state's overall fiscal responsi-
bilities, particularly with regard to mandated
increases in formula funding items such as pensions
and school aid. Without this overview, department
managers find it difficult to understand limitations
on and adjustment to their individual budgets.

For the budget to encourage fiscal responsibility
and good management practices, agency heads must be
given realistic and firm spending limits at the
outset of the budget preparation cycle. It will
then be up to each manager to produce spending
plans which reflect not only administration program
priorities, but also the fiscal realities of the
state's overall economic situation.
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Agencies must be given guidelines as to the state's
long-term management and policy objectives, and must
incorporate long-term planning into their budget
preparation. At no point in New Jersey's budget
process 1s anyone required to look beyond the next
fiscal year. The repeated preparation of annual
spending plans, with no long-term strategic planning,
leaves agency budget directors unprepared for changes
in economic conditions or revised management
priorities.

A key advantage to long-term planning in the budget
process is that the so-called "uncontrollable"
aspects of state spending--debt service, mandated
growth items such as state aid, and increases in
formula funding--can be factored into each agency's
spending strategy. When agency heads see the total
relationship between revenue and mandated expenses,
they more readily understand that imposed spending
limitations are a necessity rather than just a whim
of the budget bureau.

The budget process must include a mechanism for

periodic program review and evaluation. With no

budgetary incentive to terminate ineffective programs
or restructure marginally useful divisions, most New
Jersey departments submit year-after-year, line-item
incremental budgets that guarantee continuation and
expansion of all programs. The changes in the budget
process recommended here will also require the
implementation of a program evaluation procedure. A
manager faced with policy guidelines, a target
spending figure, and long-term objectives must review
departmental programs to determine how each one fits
with overall administration policies. The program
review will also include an evaluation of the
program's effectiveness: Does it serve the intended
purpose and client groups? 1Is it anefficient use of
the state's resources? For the first time, each
programwill be seen as a means to meet policy and
financial objectives, rather than an automatic way
for a department to get a bigger share of the funding
pie. Encouraging managers to cut marginally useful
programs should be part of the budget system.
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The following report on New Jersey's Budgeting and Planning
process will outline in more detail the inadequacies of the

present system and recommendations for change. The major points
are:

1. Agency initiative in determining policy priorities
will be replaced by gubernatorial initiative
through policy guidelines issued at the outset of
the budget cycle.

2. Rather than budget requests on the previous year's
expenditures, agency budgets will be based on
revenue projections for both short- and long-term
planning--issued at the beginning of the budget
cycle., Firm targets will be determined for each
agency through the planning process.

3. Each agency will be required to prepare not only a
detailed budget for the coming fiscal year, but also
a long-term strategic planning document taking into
account policy and fiscal goals.

4, Review and evaluation of programs will be a key part
of departmental budget preparation.

To accomplish the above objectives in making a more responsive
and responsible budget process, our study team determined that
the current state budget structure cannot accommodate the
intended changes in the process. The recommended top-down
budgeting and planning procedures can be implemented only through
a revised organizational structure that reflects the Governor's
control of departmental spending and planning. Our examination
of several options for restructuring the budget mechanism is
included here. Our recommendation that the budget bureau be
realigned under a new Office of Management and Budget is outlined
in the "Organizational Alternatives" section of this report.
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THE CURRENT BUDGET PROCESS AND PROCEDURES

The New Jersey Constitutionl requires that for each fiscal
year2 all funds for the support of state government be provided
for in a general appropriation law (budget). The budget is the
instrument used for allocating the financial resources available
to government. It is created as a result of a long, complicated
process that begins each July and ends the following June.

The state adopted a zero-base budgeting (ZBB) process in
1974.3 The budget process consists of three elements:

1. 1Identification of a "current services budget."
2, Justification of all activities to a 75 percent4
funding level.

3. Priorization of decision packages which add or
subtract from the "current services budget."

The Division of Budget and Accounting is responsible for the
development and format of the budget. The Division establishes
the guidelines, forms, and procedures for the budget submission,
as well as reviews each budget request to determine the necessity
and advisability of the requested appropriation.

The budgeting process begins in July after budget instruc-
tions and forms are sent to the departments by theDivision of
Budget and Accounting for preparation of a departmental budget.
Preparation of departmental budgets is guided by a number of
Budget Bureau directives. These directives include inflation
factors and departmental budget targets based on guesstimates of
the departments'ability to spend the funding available.

Departments prepare their budgets in line with these direc-
tives. Their responsibilities are to:

1. Develop a budget request "based on actual require-
ments to provide reasonable services which the
agency is obligated to perform in accordance with
current legislation.”

2. Justify the request to both the Governor and
Legislature.

3. Indicate relative priorities of departmental
activities and budget accordingly.

Each budget request includes two sets of key documents: BB 101°

and BB 104.° These documents relate specifically to the "Modified
Zero Based Budgeting"4 process the state utilizes,

144



BUDGET

DIRECTIVES
&
INSTRUCTIONS
BUDGET DEPARTMENTAL
BUDGET
APPROVAL juty DEVELOPMENT
4 l
BUDGET v
CONTROLS

JAC SUBMISSION
OF BUDGET

HEARINGS REQUEST

MAR.
BUDGET BUDGET
MESSAGE BUREAU
DEC. EVALUATION
BUDGET
RECOMMENDATIONS
T0
GOVERNOR

CURRENT SYSTEM

145




The (BB-101l) involves identification of a "current services
budget" for each program classification.b This budget, built up
from the appropriation level of the past year, reflects the
resource needs necessary to provide for current services. These
"current services budgets" are then aggregated and prioritized to
create a total program classification request.

The (BB-104) series involves prioritization of the total
departmental budget by activity. This prioritization exercise
involves creating a list assuming at least a 75 percent level of
funding for each program. In addition, each new or expanded
request above the "current service" requirement is prioritized
and expressed in both the (BB-104) and (BB-101).

The budget requests for each department must be submitted by
October 17 to the Division of Budget and Accounting. Departmental
submissions are evaluated by budget analysts who develop budget
recommendations. The budget recommendations are forwarded in
early December to the Governor for consideration.

In addition, the Governor and/or Director of Budget and
Accounting may request budget hearings during October and
November. These hearings are a review of the departmental budget
requests,

The Governor's office reviews the recommendations made by
the Division of Budget and Accounting and creates the budget
request. The Governor transmits his budget request to the
Legislature for consideration via his budget message in January.

The budget request is examined by the Joint Appropriations
Committee. The Committee reviews the request, holds departmental
hearings, and makes appropriate changes. The budget is then
approved by the two Legislative Houses and signed into law by the
Governor.

Following passage of the appropriations act, the departments
can incur obligations and spend their appropriations.
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NOTES

lsee article VII, Section 2.
ZNew Jersey's fiscal year begins on July 1 and ends on June 30.

3The New Jersey budget system has evolved over a number of years.
In addition to being zero based, it contains elements of
planned-program and line-item budgeting.

4rhe budgeting process in 1982 was streamlined to ease the
administrative burden on agencies, while maintaining the basic
elements of the zero-base process. The most significant change
was the elimination of the need to justify expenditures to a
zero-base level.

SGeneral Statement - The vehicle through which all narrative data
in support of the budget request is provided.

6The series includes: 1) BB-104A - "The Activity Form," 2) BB-
104B - "Agency Priority Spending Analysis," 3) BB-104D - "“Agency
Evaluation Data," 4) BB-104E - "Priority Package Justification."

TDetermined by statute. Additionally, this submission date has
not been adhered to. Many departments are late in submitting
their budgets. Tardiness of budget submission allows little
time for budget evaluation.
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PROBLEMS IN THE CURRENT BUDGETING SYSTEM

There are three basic problems that result from the current
budgeting process:

l.

The failure of the current process to produce a
planned budget strategy including fiscal
projections, spending targets reflecting
priorities and management policy guidelines,
and a longer term perspective and view of
revenues and expenditures.

The lack of an effective program performance
evaluation and review function.

The budget organization is located a number of
layers below the Governor's Office, making it
difficult to facilitate effective budget and
management direction and communication.
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FAILURE TO PLAN AND COMMUNICATE A BUDGET STRATEGY

Clearly one of the most significant problems found is the
lack of both overall policy direction and a long-term budget and
management strategy. The lack of effective long-term budgetary
planning results in a bottom-up, incremental approach to
budgeting without top-down overall guidelines.

The significance of a long-term planning perspective is
indicated in the following conceputal example. Since the state
budget must be balanced, historically revenues and expenditures
have tracked each other closely in both graphs on the facing
page. In the top example revenues fall off for several years due
to a major recession in the economy. However, the expectation is
that revenues will recover to the expenditure trajectory as
economic conditions improve.

In the lower graph, however, revenues are affected not only
by the recession, but also by additional structural factors.
Such factors might include the relocation of private sector jobs
to "Sunbelt" regions, a lack of long-term growth in the economy,
a long-term trend of reduced federal program support, or even a
shift in average age or other demographic changes. 1In this
scenario, a long-term movement of revenues away from a histori-
cally based expenditure projection could result.

The appropriate state budgeting priorities and responses
should be substantially different in these two examples. A
short-term change in revenue outlook would lead to a different
result in the annual budgeting process than a long-term change.
An annual, incremental budget process typically cannot predict
which of these conditions is likely to prevail or respond to
conditions with long-range tendencies.
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The current budget process lacks an effective planning
mechanism that can anticipate changing revenue needs and avail-
ability. The current budget cycle begins with an assessment by
the Division of Budgeting and Accounting of available resources
for the coming fiscal year. Based on the availability of
increased revenues, a set of budget target request numbers are
created. These budget target request numbers reflect the
additional increment of funding available to the departments.
The extent towhich aplanning exercise exists is the extent to
which additional resource availability is determined and divided
up among the various departments. Generally there is an
assessment of external trends, internal capabilities or
administration priorities used to establish budgetary needs and
priorities.

In addition to the target budget request number, the
Division creates a set of inflation factors. These numbers
reflect a standard inflationary increase in percentage terms to
be applied across appropriate line items.

Because the directives consist of only budget request
targets and inflation factors, the departments have a tendency to
create "wish list" type budget requests. These requests are
unguided by an indication of the total revenue picture, the
priorities the administration has and/or the changing external
trends. Subsequently, the budget requests reflect the depart-
ment's priorities, which in many cases may or may not be the
Governor's priorities.

The priorities of the department are reflected in the (BB-
104) form which is included in the budget request package. This
form is designed to prioritize program classifications and to
reflect funding levels below and above providing continuation
services.

However, the form has little value because it is not backed-
up with departmental planning activities consistent with the
total budget process. Instead, the form tends to reflect a maxi-
mum expenditure of available funding. This form also permits
budgets to be developed with mandated and high-visibility
programs listed as low priorities.

Although the departments do not have to complete any long-
range planning to establish their priorities, there is not a lack
of paperwork geared toward justifying the budget request of the
current portfolio of programs and services a department has. The
external environment is not generally considered to justify the
need for the program and service.

Additionally, the program or service is not evaluated in
terms of the department's ability to deliver the service effi-
ciently and/or effectively. The question of what expenditure is
necessary to meet the demands for the program is normally asked.
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LACK OF A PROGRAM EVALUATION AND REVIEW FUNCTION

Two distinct yet interdependent problems exist; one, the
lack of an effective program function, and two, the lack of
management incentives to improve program effectiveness and
efficiency.

The current budget process is a zero-based process, which is
intended to evaluate the actual resource needs for individual
programs starting from ground zero. However, the tendency has
been to evaluate only the additional, incremental need, not the
total budgetary needs of programs. This is especially evidenced
by recent modifications in the zero-based procedure. Presently,
at least 75 percent of program dollars are unguestioned and
assumed to be needed and well spent.

While the budget organization includes a program review_and
there needs to be more effective program evaluation function
included in the budget process, we can no longer afford to focus
our evaluation on the incremental increase each year, and not on
the total expenditure for each program. Both the efficiency and
effectivenss of programs must be evaluated, especially if the
planning cycle is to reflect on the ability of government to
efficiently and effectively meet citizen needs with available
resources,

The evaluation function entails two primary thrusts. One is
the evaluation of the performance of individual programs. The
second, and equally important, is the review of the performance
of managers with responsibility for the programs.

A systematic evaluation of programs has two major objec-—
tives: to determine whether the current level of resources is
warranted; and to insure the intended objectives and results are
achieved.

The controls? established to guide the allocation of
resources must relate to the evaluation function. These controls
provide some of the data used for evaluation. Analysis requires
additional data more closely related to the nature of the mission
and objectives of the individual programs.

Yet measuring the performance of individual programs is only
one of the performance reviews necessary. Managerial performance
must also be evaluated, particularly if the total management
system is to stress management accountability.

There is another significant problem related to program
evaluation. It is the lack of incentives within the departments
to assess their program and management performance. The rewards
for good management in the current system have traditionally been
larger, more expensive budgets. Currently, while the state is in
budgetary contraction and unable to get larger budgets, the
rewards are perceived to be maintaining current budgetary levels.
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Generally, it is not evident that managers are either
motivated to do or rewarded for doing things more efficiently or
effectively. Additionally, because effective program evaluation
and management appraisal systems are lacking, there is little
recognition for more efficient and effective resource utilization

and management.

Incentives must be built into the planning and budgetary
system. Managers should be recognized for superior efforts to
increase effectiveness and efficiency without being given larger
budgets. If the planning cycle is effective, perhaps rewards for
creativity and good organizational planning could produce
expanding managerial responsibility. However, recognition of
managers through larger budgets is contradictory and can impede
more effective resource allocation.

NOTES

lThe performance evaluation function is recognized as clearly
needed, however, appropriate evalution systems were not studied.
The short-term GMIP cross-cut study also recognized the need for
more budget related analysis.

27he short-term GMIP cross-cut study identified the current
organization as having adequate budgetary controls. But,
knowing that a well-defined budget strategy does not exist, it
is possible that many current budget controls are directionless
and potentially useless. Controls linked to a clearly articu-
lated strategy could be used to measure managerial and program
performance to insure implementation of the Governor's strategy
and priorities.
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STRUCTURAL IMPEDIMENTS TO EFFECTIVE BUDGETING

Four structural impediments to effective budgeting exist,
even if a more effective process were implemented. These
impediments are:

eThe organization creating the budget is located
many layers removed from the Governor.

eNo member of the Governor's office is directly
engaged in the formal preparation of the budget.

eLack of a clearly recognized person to provide
direction on the preparation of the budget.

eThe Division of Budget and Accounting does not have
the authority or functional responsibility for
planning and performance evaluation.

Currently, the organization responsible for creating the
budget is removed a number of layers below the Governor. This
situation is disadvantageous for two particular reasons. First,
an organization many layers below the Governor is not going to be
readily recognized as credibly reflecting his priorities. Sec-
ondly, an organization that far removed from the Governor has the
potential to become insulated from direct input from the Governor.

Credibility is very important in this process because major
policy decisions are reflected in the budget document. Without a
clear understanding that the person responsible for the overall
budgeting process does, in fact, reflect the Governor's wishes,
you have a most difficult situation. This scenario includes
having the budget process undermined through miscommunication and
misinterpretation of budgetary policy, lack of departmental
compliance to directives, and departments appealing to other
high-ranking Governor's office personnel to change decisions they
find unsatisfactory.

The problem of the lack of effective communication and
policy guidance is partially a by-product of an organization not
positioned to have the credibility necessary to represent the
Governor. This is not to suggest that merely elevating the
budget production organization function will result in a more
effective budgeting system, but instead suggests that an organi-
zational evaluation change could facilitate greater credibility
and ultimately better communication.
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The potential for the organization to become too insular is
also significant. An organization too far removed from those
whom it impacts is potentially dangerous. It is very important
that the budget organization reflect the Governor's desires in
both overall direction and its day-to-day dealings. The day-to-
day decisions, if not totally known or understood by the
Governor's office, could nullify the overall directives given by
the Governor.

This point is of even greater concern when one considers
that no member of the Governor's office is presently directly
involved in the formal preparation of the budget. Consequently,
no one on the Governor's staff is fully informed on the budget
prepartation. In addition, the Governor's office is highly
dependent on an organization, potentially void of a close working
relationship with its staff, for information needed to make major
policy and budget decisions.

The budget process involves extensive coordination of varied
interests. Each interest has its own sense of its importance
within the budget process. If the budget organization is some-
what isolated and without a clear signal of who is in charge, it
is likely that interests with priorities not shared by the
Governor can affect budgeting policies and decision items. It
can be suggested that the Governor becomes only one of many
interests competing for resources in the budget process. There-
fore, coordination of the many competing interests involved in
the budget process must occur in an organization at a level
capable of insuring that everyone understands that the Governor
is in charge and that the budget is his policy statement.

Finally, one of the major elements lacking in the current
budget organization is the formal authority to guestion the
performance of programs. Without this formal authority, it
becomes virtually impossible for the budget organization to
evaluate the actual needs of programs. It is also very difficult
to hold managers accountable for poorly managed programs.
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THE STRATEGIC PLANNING AND MANAGEMENT PROCESS

Recommendations

eEstablish a strategic planning process to replace
agency-initiated budget requests with a top-down
planned budget and management strategy.

eEstablish a performance review and evaluation
function.

The overall strategic planning process, which we believe
should precede and set the context for the current budget cycle,
is summarized by the following diagram.

The process includes two inputs provided to the departments,
a departmental analysis of its goals, issues, and five-year
future, and two outputs (aggregates of the departmental analysis)
which are used in formulating an implementation strategy in the
current budget cycle.

Note: A more detailed description of the recommended planning
process has been developed. For the purpose of this report, the
process has been summarized.
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The first input is a common statement of statewide external
factors and trends. This statement should include two items.
First, an overview of recent state spending history and future
resource availability is helpful in giving each department a
perspective on its expenditures and its growth relative to the
government as a whole. And, second, a forecast summary of
statewide demographic and economic trends, usually limited to
five or ten initial parameters, that serves to set broad direc-
tion for the five-year projections of programs developed by
individual departments.

The second input is an updated summary of the Governor's
major "strategic" objectives. These objectives should also be
few in number and stated in broad terms in order to set the
general tone of the individual departmental planning efforts.

We believe that these planning efforts, taking into account
external trends and the Governor's objectives, should produce
broad mission statements, key issues, and five-year projections
of expenditures and nontax revenues for each department or major
division (see Appendix 1 for recommendations on the format for
departmental planning documents). The intent is not to generate
the detail and accuracy of the annual budget, but rather to set
the stage for its preparation.

The first overall output, the program strategy, answers the
question, "What does the Governor want to deliver to the con-
stituency?" This involves the aggregation of all departmental
analyses in order to assess the impact of program options on
closing an anticipated budget shortfall over both the short-term
and the five-year period. New programs and innovative changes in
providing services or addressing emerging constituent needs
should be evaluated in terms of available resources and impact on
other programs. Essentially, this process should be one of
negotiation, providing an incentive for creative, pro-active
management.

The final overall output, the management strategy, answers
the question, "How will the Governor deliver services to the
constituency?" This involves an ongoing review of issues
concerning process, structure, and operation of the overall
government in order to provide relief to anticipated budget
shortfalls and allow for greater choice in determining program
strategy.

Finally, these two outputs concerning program and management
should be coordinated into an implementation strategy and a
detailed annual budget which takes into account both tradeoffs
among programs and long-range demographic and economic trends in
order better to serve constituents.
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ORGANIZATIONAL ALTERNATIVES

Recommendations

eCombine the planning, management, and budget
functions into one organization to insure a
unified, comprehensive overall management and
budget strategy.

eElevate the current organizational positioning of
the budgeting and planning function.

Numerous organizational alternatives exist for implementing
the structural changes necessary for the proposed strategic
management process. Most all of these alternatives directly
affect the current structure of the Treasury Department and the
Office of the Governor.

Three particular alternatives were developed, each with its
own advantages and disadvantages. The following pages briefly
describe each alternative.

In a significant number of other states (see Appendix II for
a breakdown on state-to-state comparative data), the budget
office is either directly within the Governor's Office or reports
directly to it. The primary reasons for this arrangement are:
to indicate clearly who is in charge of the budget, including its
planning, preparation, control, and evaluation; to insure that the
Governor's priorities are clearly reflected in the budget; and to
maintain effective communication on budgetary and management
policies.
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ALTERNATIVE A

ePlanning and budget (OMB) combined as an integral
component of the Governor's Office.

This involves moving budgeting directly into the Governor's
Office to integrate with policy and planning, and the Office of
Management Services (OMS).

Advantages:
l. Immediate proximity to the Governor.

2. Clear recognition of who is in charge.

3. Access to the Governor for budget input easily
maintained.

4. Governor's Office involvement in the budget from day
one.

5. Gubernatorial selection of Director.

Disadvantages:

1. Constitutional change required to put an administrative
function (budgeting) in the Governor's Office.

2. Substantial disruption in current operating procedures

through a splitting of the budget and the accounting
functions.
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ALTERNATIVE B

eAn OMB created as a Cabinet Department
This involves moving the Division of Budgeting and
Accounting, OMS, and the planning function currently in the
Governor's Office into a newly created department.

Advantages:

l. Clear recognition’of who is responsible for the
budget and related activities.

2. Governor's Office not involved in the day-to-day
details of budgeting.

3. Gubernatorial selection of Director.

Disadvantages:

1. Difficulty of giving this department greater
status than other departments.

2. Direct line authority difficult to enforce.

3. Legislative action required to create a new
department.

4. Would require a reorganization of the current
cabinet.
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ALTERNATIVE C

eAn OMB located in the Department of Treasury
with functional line authority to the Governor's
Office.

This would involve revising the current responsibilities of
the Division of Budget and Accounting and integrating it with the
Office of Management Services.

Advantages:

1. Establishes who is clearly responsible for
budgeting and related activities.

2. Governor's Office not involved in day-to-day
details of budgeting.

3. Immediate proximity to Governor's Office.

4, Gubernatorial selection of Director.

5. No legislation required for implementation.
Disadvantages:

1. Does not achieve proximity ultimately desired.

2. Does not limit formal access for budget impact to
extent ultimately desired.
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IMPLEMENTATION PERSPECTIVE

It is important to recognize that implementation of changes
in the planning and budgeting process while benefitting from
substantial momentum built up during the GMIP process, will be
complex and difficult. Several basic principles are noteworthy:

eOrganizational restructuring should be immediate
for ultimate implementation of the functional
elements outlined.

eManaging expectations are critical. It should not
be expected that the entire process can be
implemented "immediately."

eRelated to expectations, the rollout of the process
will probably take years--even up to 4-5 years.
However, the immediate impact of the recommended
changes will be substantial.

®Finally, it is important to have an "early success"--

a clear demonstration of support and an issue or
target in which the chances of success are high.
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APPENDIX I

From the collective experience of the GMIP participants,
certain formats for presenting the department planning
documents and discussing the data needed for planning have been
found to work more effectively than others. The following points
are important:

l. The format should be in summary form (2-3 pages),
forcing the agencies into the discipline of
condensing their data into only the most essential
information.

2. The format should define the mission and
objectives of the organization.

3. The format should include an indication of
historical and forecasted expenditure items.

4, The format should indicate the key driving forces
associated with both historical and forecasted
expenditure growth.

5. The format should indicate key anticipated
problems/issues to be confronted by the agency.

6. The format should indicate optional solutions to
the key problems/issues.
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APPENDIX II

Budget Agencies Under State Governors

A recent report by the National Association of State Budget
Officersl indicates that 26 of 45 states responding to a survey
on budgeting processes in the states have either the budget
office within the Governor's Office or report directly to it.
Twenty-one of these budget officers in 1980 reported their
functions to the Council of State Governments. Of these:

13 (62%) make revenue estimates which are used as a basis
for the executive budget.

20 (95%) perform in-depth analysis of revenue and
expenditure trends and fiscal impact of major
executive and/or legislative proposals.

15 (71%) analyze the national and state economy to develop
predictions on state business activity and
personal income.

19 (90%) prepare reports based on data to determine
effectiveness of present activities.

14 (67%) provide planning support
12 (57%) provide policy planning.

5 (24%) provide comprehensive statewide
planning.

2 (10%) provide functional planning.
1 (5%) provides local planning.

The states and possessions included are: California,
Florida, Georgia, Hawaii, Idaho, Il1linois, Indiana, Iowa,
Louisiana, Maryland, Montana, New York, North Carolina, Ohio,
Pennsylvania, South Dakota, Texas, Utah, The Virgin Islands,
Washington, and West Virginia. The states of Michigan and
Oklahoma have budget agencies which report directly to the
Governor but did not provide information on their function.

1Budgetary Processes in the States, National Association of State
Budget Officers, July 1981.
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CIVIL SERVICE:
PERSONNEL POLICIES AND PRACTICES

Strategic Issues and Alternatives
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CIVIL SERVICE: PERSONNEL POLICIES AND PRACTICES

New Jersey State Government, an employer of substantial size, has highly
centralized, detailed, and rigid employment policies and practices set by current
law. The conclusion of this study is that these policies and practices raise the cost
of providing services, reduce incentives to improve productivity, and limit the
State's ability to manage the work of government. This report examines individual

employment practices and suggests changes for modernizing the system.

Almost every aspect of State employment is prescribed in the Civil Service
Statute, Title 11, and its implementing regulations. The foundation for this law is
Article VII, Section 1, paragraph 2 of the Constitution of New Jersey. The latter

states that:

"Appointments and promotions in the civil service of the
state, and of such political subdivisions as may be provided
by law, shall be made according to merit and fitness to be
ascertained, as far as practicable, by examination, which as
far as practicable, shall be competitive; except that
preference in appointments by reason of active service in
any branch of the military or naval forces of the United
States in time of war may be provided by law."

The fundamental purpose of these enactments is to insure that "merit and
fitness" determine who is employed in State service and that once employed,
persons will be treated equally and fairly. But, these goals have been sought by a
statutory procedure which sets forth in detail what the State may not do as an
employer of human resources. Moreover, this law is administered and enforced by
a centralized employment apparatus which often bears the brunt of criticism by

some managers who would avoid their responsibilities for managing employees.

The general consequence is that in State government some unit managers do not
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have or use the authority to manage to the same extent their counterparts in
industry have and use such authority. Because of actual and perceived restraints
on managerial authority imposed by the system, some managers in State govern-
ment do not hold employees accountable for performance to the same degree

employees in efficient private organizations are held accountable.

Altogether, it is our conclusion that in its attempt to be fair to employees,
the State of New Jersey has created by its current laws an employment system
which does not utilize modern personnel standards and is ultimately unfair to
citizens at large because it limits the efficiency and effectiveness of State
government. We have concluded, also that Civil Service laws now in force are only
one cause of this situation and certainly not the sole cause. The perception of
many managers in State government is that the personnel system does not work
effectively. The State of New Jersey, therefore, has great need to modernize its
personnel function and to require that all managers manage those employees for

whom they are responsible.

ISSUES

The nature of State's personnel system is highlighted by these realities which

characterize government employment in New Jersey:

(i) The general perception of employees, supervisors, and senior
managers is that once an employee has been qualified in a State position, he or she
has lifetime tenure, except for outrageous service or behavior, or economic

layoffs. The process of separating employees for cause is so time-consuming that
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unit managers seldom attempt to dismiss the incompetent. Moreover, there are

few incentives for supervisors to hold employees accountable for high performance.

The absence of managerial accountability and employee perception that
tenure is for a lifetime contributes to the creation of a work environment which is
neither challenging nor demanding. This is not to say that there are not thousands
of State government employees who are diligent and effective. But, they
themselves have accepted the responsibility to perform at high standards despite
the fact that the State as an employer does not require or reward such

performance.

(ii) Some managers in State government employ a variety of subter-
fuges to "beat the system." The latter include these: reclassifying positions in
order to upgrade or downgrade incumbents; redefining a position so that it will be
filled by a new hire rather than a person currently employed or by a person on the
list of employees certified for hire. As a consequence, there is a proliferation of
job titles with many position titles only slightly different from others, while work

content is essentially the same.

(iii) The centralization in Civil Service of employee testing for
appointment, and promotion for State agencies and jurisdictions under Civil Service
causes delays which impede the work of individual departments. The burden
imposed on the Department of Civil Service by centralization is formidable. For
example, in its report for the 1980-1981 fiscal year, the Department noted that 736
State and 7,288 local open competitive lists had been promulgated. In the same

year, 2,157 State government and 2,214 local government promotion lists were
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prepared. The criticism of the users of the service, i.e., the State agencies are

these:

. Examinations are held too infrequently and lists of eligible
employees to fill specific positions are lacking.
Consequently, provisional employees must be hired and
trained or positions go unfilled.

. Test score on a written examination is too simplistic a

criterion for the selection of employees as new appointees

or for promotion. Therefore, persons best suited for

individual work assignments may not be the ones hired.

(iv) The Civil Service Department is responsible for the classification
of all classified positions in State agencies and in local governments subject to the
Department's authority. In addition to assigning titles, the Department is
responsible for setting the educational and experience requirements for each title.
State agencies must submit reclassification and new title requests to the Depart-
ment for prior approval. New title requests include assignment of the title to a

salary range. Local jurisdictions must submit requests for new titles but control

the assignment of salary rates or salary ranges.

Contrary to expectation, the centralization of job classification in the
Department of Civil Service has permitted the creation of many more position
titles and descriptions than the personnel system requires. While it is reasonable to
expect that a centralized service would constrain the proliferation of job titles, the
fact is that it has not in New Jersey despite the obvious benefits of doing so. We
believe that State agencies and jurisdictions under Civil Service make far more
requests for new titles than are necessary. The presence of fewer job titles across
State government would allow more flexibility in recruitment, selection, classifi-

cation, and compensation. Presently, such flexibility does not prevail.
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State agencies also criticize the process of classifying positions and setting
educational and experience requirements as inordinately lengthy. The response of
Civil Service is that the volume of work places an inordinately large burden on its
small staff. Comparison with other state governments shows New Jersey to have
fewer Department of Civil Service employees when total number of employees in

government is considered. A recommendation below covers this issue.

(v) The pay levels permitted through application of the State salary
schedules do not meet the needs of State agencies. When qualified persons are
attracted to State service it is often because State service is secure or because
they are willing to sacrifice pay for experience. When it has been gained, they
leave for private sector positions. Such is frequently the case with young
professionals. This was confirmed by the findings of the Supreme Court committee

on efficiency. (Page 40)

The need, then, is for the State to insure that salaries are adequate to attract
persons with necessary job related skills. Adequate pay treatment would reduce
the cost of government as a consequ<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>