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INTRODUCTION






-In our current economlc env1ronment resources are contlnulng to
dlmlnlsh-—both in absolute magnltude and as a result of 1nflat10nary ,
pressures. Both of these combined w1th 1ncreas1ng cllent need, cause Soc1al
Service Program managers to become 1ncrea31ng1y pressured to demonstrate \V »
innovation and program relevance in plannlng and dellverlng soc1a1 serv1ces to
their clients. : S ' ” ' ' o

In addltlon, County-based reductlon negotlatlons have generated 1ncneased
competltlon in many countles for the limited funds, along w1th questlons '

" about management -of funds, relatlve costs and efflclency, dllutlon of funds
by excessive admlnlstratlve or 1nd1rect cost burdens and slmllar 1ssues. :

The a1m of thls publlcatlon is to prov1de a framework and some suggested
approaches for analy51s and de0151on-mak1ng 1n 3001al Serv1ces operatlons by
incorporating technlques used’ in- prlvate 1ndustry and in the Federal government'
We relled heavily on such’ publlcatlons as the Economlc Analys1s Handbooks of
(Department of the Navy, 1980 and DOD Analys1s for Managers ‘of People and
Thlngs, 1975), and on other publlcatlons as well (see Bibliography) . : It beglns o
with a’ comparatlve analy81s from a f1nanc1al perspectlve of CWA Cy'81 Budgetedi
and Actual SOClal Service Operatlons. : R : v

It is. generally believed that most Soc1al Serv1ce programs operate in a :
relatlvely uncertaln, unclear env1ronment as to successful/unsuccessful 1nter-
ventions or serv1ce outcomes. . oo '

The recommended quantltatlve, (cost) analytlc approach comblnlng FlnanC1al
and Program accountlng is intended to help_the Program.Manager reduce the uncer-,
tainty in the decision-making,'programbplanning*and"contrOIIing environment G

Throughout this publlcatlon we attempt to contlnually focus on ‘the need
to relate program costs to program output How much money and tlme are- expended_
for what klnds of staff activities in relatlon to. program obJectlves,' This

'1nformat10n is also needed for the program budgets as well as for establlshlng .
service priorities and as a function of cost. :

These cost-analyt1c approaches are dlfflcult to apply when the program.
obJectlves are unclear or when the unit cost categorles are mlxed and amblguous.
Relatlng costs to outputs 1s not a very easy: task However most CWA's can ‘
relate costs to service outputs, with falrly hlgh rellablllty for thelr own -
operatlons. The dlfflculty is often in attemptlng Statew1de (or. even County-
wide) comparlsons using serv1ce costs and outputs of mixed and often unclear
elements. ’ . : . ' o
' We mentlon cost-beneflt analys1s as a technlque for evaluatlng the rela-
tive cost effectiveness of alternatlve serv1ces or programs, strategles and '

SO on., Its prlmary purpose 1s to relate requlred costs to the attalnment of



“the beneflts. S , :

‘-, This type analy31s Wlll answer sucb questlons as whlch of a number of
serv1ce methods will result in optlmal beneflts under any glven resource
level.. ' ,

The prlmary elements of a Cost-Beneflt Analys1s are" Costs (staff'
or other resources), Benefits, and the spe01f1catlons of objectives, goals

‘Vand values (a value is a statement of what 1s or is not des1rable--Ind1v1dual‘

values may -be dlfferent from Societal values)

The process 1nvolves relatlng 1nputs to outputs, non-monetary data and
crlterla are translated into monetary units.  If two programs are identical
in every respect except costs and benefits, the program hav1ng the greatest
fbeneflt/cost ratio would be considered the more effectlve. »

- It is often easier said than done--to convert social 1ndlcators of .
- program obJectlves 1nto monetary unlts. Not all benefits can be translated
| into monetary unlts--even if they all could be identified.. Often there are
. "spill over" effects--also called externalltles. Prov1d1ng Day Care to the
children of a famlly who is dysfunctlonal not- only beneflts the chlldren,
but. p0331bly the parents 1n their functlonlng problem also.

Social Serv1ce program managers, espec1ally CWA Directors, are con-
stantly faced with assessing alternatlve ways of conductlng and coordinating
© program act1v1t1es within their agency and county. - This 1nvolves deployment

"of staff and other social servicesuresources,\chooslng among alternative
 programs and methods of-provisioﬁ,fcompeting client needs and:priorities,
all within thevframework of-limited and diminishing’program‘resources.
:They need to become expert in organlzatlonal analys1s, finance, industrial
englneerlng, to name a few, in addltlon to their primary management and
program skllls. '

It is hoped that this publlcatlon will prov1de some a351stance and
'guidance to these CWA Directors and their staff. '
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CWA CY'81 SOCIAL SERVICES OPERATIONS

A COMPARATIVE ANALYSIS






_ Because of the close similar}ity to other gr'éphs , not a"ll‘key. »
iridicat'ors contained in the actual and planned tables wer"e\’gf-aphed. 3
This is not intended to indicate any ‘r'neasur'.e ofl relative importance -

or unimportance.



- plan, the budget. Its primary’purpose is to enhance deCision-making,

The following'is,a'comprehensive4analytica1~ comparison of CWA -
Social Serrice'operations from a financial.perspective;_'It,is also s
intended to describe and recommend techniqnes for analyzing Social
Service operations; VIt’is presented in tabular and graphic format and
is intended to provide County and State Managers.with a set of bench-
marks which measure actual financial performance with the financial

and to improve the eff1c1ency, effectiveness and economy of CWA Social
Service operations.- Toward this end, we have also prepared and are
incorporating for information purposes some-additional tables and charts,
and also a Eection on other analytic techniques. The approach we have
employed encompasses the selection and analysis (ratio and variance) of -
v} certain-variahlesaas-"key indicators"; The selection of these key indi- -
~cators was based on onr assessment as to their appropriateness, utility
and the ready availability of the data.
The key indicators are:
(l)’.County-Federal Social Serv1ce Funding Matching Ratio; Graph
(2) _Social Serv1ce Staff as a Percent of Total CWA Staff Graph
(35 . Social SerV1ce Salaries as a Percent of Total CWA Salaries:
~(4) Social Serv1ce Salaries as a Percent of Total CWA Social Service Costs
(5) 'Administrative Salaries as a Percent of Total CWA Salaries; Graph Gra
-(6) ;Number of Administrative Staff as a Percent of Total Number of Staff;
(75 .Administrative Costs as a Percent of the Total (CWA) Program Costs;
(8) ~Administrative Costs Chargeable to Social Services as a Percent
| of Social Service Salaries; Graph; and |
©(9) CWA Purchase of Service (69 Account) Costs as a Percent of Social
Service Costs:: ; Graph.
Ideally, our approach should - also have included an attempt to obtain
an unduplicated count of clients-served, units of service by type of service,
direct and,purchase methods and a measnre of the outcome .of the service
episode--did the client‘improve after reCeiVing the service? ‘This should
~also include assessing client satisfaction with the serv1ces received. It
would also be more valuable to be able to measure the: availability and cost
of alternative methods of serv1ce prov1s1on and the availability and appll-
cation of other Soc1al Serv1ce-or1ented resources not DHS controlled, -such
as Title IIT, Aging funds, for example. '
Substantive. changes .and reflnements are needed to be made to the current
Soclal Serv1ce Information System in order to ‘collect thls client outcome

type of information. Thus, these,surrogate performance‘indicators focus

-

ph




'totally on 1nputs and process (organlzatlonal structure, stafflng and

'resource appllcatlon). The . absence of . any accurate or rellable cllent
- service performance 1nformatlon and- the’ 1nherent nature of the key 1nd1-_h‘.
cators- themselves prohlblt the draw1ng of any Judgmental 1nferences as to
whether it is a "good" or "bad" s1tuatlon.‘ Rather, th1s approach 1s 1n- o
tended to compare and to measure an' 1nd1v1dual CWA agalnst all 21 CWA's and? .
~to detect what could be called "favorable" or "unfavorable" varlances from -
the norm or- ‘average. This approach is not w1thout 1ts 1nherent llmltatlons.:d];
For example 1t does not begln w1th the development of a true standard and o
then measure all CWA's agalnst that standard for each key 1nd1cator, it -

presumes that the statew1de average is acceptable--lt may or may not be.,t

Nonetheless, the approach does produce some 1nterest1ng and useful’ ;

results., It permlts County and State Managers to focus on those 1nd1cators Tb;*
’show1ng unfavorable varlances from the statew1de average Analy51s of a
. unfavorable €.84, 1neff1c1ency—caused varlances may 1nd1cate additional
organlzatlonal weaknesses that requlre correctlon. Conversely, analys1s
of favorable varlances may - reveal unrecognlzed agency strengths. In some -

1nstances, thls maY susgest that changes 1n organlzatlon and structure, staff- LR

- ing, and/or resource appllcatlons be made._ In other cases, Managers w1ll

become more cognlzant of their organlzatlons comparatlve s1tuatlon, but upon S
examlnatlon may conclude that the quantity. and espec1ally the quallty of : ;
thelr services readlly Justlfy any unfavorable varlance from the Statew1de _."k
norm. _ o L NS, A ‘” '.' ,

It is our recommendatlon that thls comparatlve key 1ndlcator approach
be ‘applied- to the other channels of Soc1al Serv1ce provision, namely the j',
Purchase of Service (P. 0.8. ) and the DYFS Dlstrlct Offlce (D 0. ) Operatlons.

On.a County-by-County bas1s, thls analytlcal approach w111 augment )
, county-based plannlng resource allocatlon and overall de0131on-mak1ng, 1f it
is combined with an ong01ng system of measurlng unmet need by ‘Service, Cllent
JInten31ty of Need etc., and an ong01ng system of 1dent1fy1ng, tracklng and .
coordlnatlng all Social Serv1ce-or1ented funds flow1ng 1nto a County, partlcularly“if
those . ‘that: arernon-DHS controlled. - o _ C : .

It is W1dely recognlzed that Plannlng and Control are the "Slamese Tw1ns" -
of Management. In this. approach we are endeavorlng to focus on these s1amese »h
.ft twins to help close the Plannlng-Controlllng "loop"--by measurlng performance o

’agalnst ‘the flnan01al plan, the budget to enable the results to be 1ncorporated

- into current and future plans. The results should help- reduce uncertalnty as
vmuch as poss1b1e and as31st in mov1ng Soc1al Serv1ces dec131on-mak1ng to become
a more pre01se reflned State-of-the-Art system.»"“ i ' ' '

h It is expected that w1th tlme and experlence thls comparatlve key 1nd1- ?jf}g'77f'



6

cator process, too, will be refined to maximize its operational, decision-

making utility.
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Ll e 3 F. Kelly
- DPW/DYFS ACTUAL EX!‘ENDIT}UNE ANI\LYSIS .
cy'el :
3sStaff 3S Salaries 3S Salaries - ADM Sélaries ADM Staff  ADM Costs - >ADM Costs 69 A/C
TXX: County as % of as % of as % of as % of . as % of as % .of Chdrgeable as % or
Matching .Total  ~  Total Total SS Total o Total Tot, Prog. - to 58S as % Total 55
CHWA Ratio Staff . Salaries Costs - Salaries . Staf'f Costs S8 Salacies Cosly

ATLANTIC 15:25 12.32 13.06 36 10.58 10 16 - 24 44
BENGEN 69:31 9.79 - 12.05 48 9.68 8 15 i 2
BURL INGTON 14:26 - 9.84 9.71 " 59 21.11 21 27 3y 2
CAMDEN 15:25 13.69 12.86 61 10.30 10 14 21 5
CAPE MAY 75:25 19.98 18.27 24 23.46 22 22 48 44
CUMBERLAND 75:25 10.07 11.84 60 15.10 16 20 16 4
ESSEX ' 57:43 22.32 24.62 43 17.39 23 16 24 2t
GLOUCESTER 15:25 10.56 8.50 63 14.52 15 19 21 )
HUDSON 15:25 16.64 21.09 - 59 8.88 8 13 14 18
HUNTERDON 47:53 28.80 '23.90 49 30.21 29 25 e 7.
MENCER 15:25 105 11.36 65 10.56 2 16 21
MLDDLESEX L 15:25 15.71 16.49 63 9.15 1 13 1 10
MONMOUTH 15:25 . 36.41 34.42 48 13.77 15 16 28 17
MOKKIS 59.41 27.83 25.74 65 12.63 9 18 2 12
UCEAN | — 75:25 10.82 10.12 45 11.43 13 15 20 30
PASSATC 70,30 11.28 13.78 4y 8.33 8 12 14 30
SALEM 15525 8.46 9.35 42 1144 9- 14 23 33
SOMERSET 54:46 27.08 25.25 39 14.46 13 16 34 19
SUSSEX 15:25 24,68 22.08 51" 19.92. 21 25 41 16
UNLON 15:25 10.40 1.2 58 10.02 9 13 17 13
WAKREN 15:25 13,71 12,74 52 18.97 18 22 34 15

1030 16.74 16.59 51,29 14.38 14.10 - 29,86 19




Federal-County 8001a1 Serv1ces Fundlng Matchlng Ratlo 'i 9

While the requlred matchlng ratlo is 75 25, many Countles have, 1n the :
past, found 1t necessary or de51rable to channel 100% (Non-Federally matched)
County funds ‘into their Social Serv1ce effort because of 1ncreas1ng costs
and client demand comblned w1th a dlmlnlshlng federal allocatlon level Not all

, Countles were so dlsposed--and some who would have been S0 1nollned were
unable to do so because of 1ocal fundlng non-avallablllty. '

This matchlng-overmatchlng 51tuat10n has been viewed from two opp051ng
perspectlves. One _group has belleved ‘that it 1nd1cates ‘which Countles are -

- more serv1ce-or1ented and therefore more deserv1ng of ‘additional federal
fundlng. This group would have thls matchlng—overmatchlng incorporated 1nto
a yet-to-be de31gned and 1mplemented "Equlty Formula", to more favorably ‘
treat these overmatching countles.; R . o

-The other group argues, equally artlculately, that those countles who
are w1111ng and able to sub31dlze the limited Federal Funds are, in fact,
more f1nanc1a11y well-off and therefore less deserving of 1ncreased federal
fundlng. Adding that those CWA's who malntaln the requlred 75:25 ratio are o

 better managers--that they deploy thelr llmlted resources more efficienlty.

- In any event, as a statlstlc ‘this ratlo does 1dent1fy those CWA's who '
have found it necessary to subsidize: thelr federal soc1al serv1ces allocatlon
and were willing and able to do so. ' IR ' '

In 1981, many CWA's began to retrench in thelr normal expendltures and
service activities 1n dlrect response to the antlc1pated and ultlmately
1mplemented CWA Social Services funding reductlons.' That the reduction process
was constructed and applled w1thout a comprehen31ve assessment of service and -

. :fundlng need and performance only served to evoke an even more conservatlve

‘:posture by the CWA's. Thus, ‘the CY'81 Actual local matchlng ratio dev1ated

Vfrom the 25% level in only 6 countles, all cons1stent w1th the budgeted natchlng
ratlo.i In 2 countles, the planned (budgeted) ratlo exceeded 257, whereas the d
,>actual ratlo was 25%. In 2 counties, the actual ratio exceeded the budgeted N

ratlo..' L o B
The Statewide Average (X) 69 33% (Actual)'."’
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1
3001a1 Serv1ce Staff as a Percent of Total CWA Staff
In. thls and in the other 1nd1cators, we have converted the absolute

'numbers 1nto percent relationships--to remove any potentlal dlstractlons ‘
and 1nfluences of . absolute dlfferences in CWA size and/or funding magnltude,

. This particdlar ratio suggests that in some CWA's; there may be either less
need for Social Service staffvand/or greater need for other CWA staff such as
Staff for Income Msintenance, Foodvstamps, etc.--or, it may merely reflect a
stafflng pattern that evolved due to other c1rcumstances.

This ratio does prov1de a benchmark as to how a CWA compares in Soc1al
Serv1ce stafflng with the. Statew1de Average (X) of 17.09%.(Actual) )
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Social Serv1ce Salaries as a Percent of Total Salarles f:”'\

This should correlate well with the precedlng Social Serv1ce Stafflng;”ilegpfl‘

‘ratlo. leferences between these 2 Soc1al Serv1ce Staff and Salary percen-l

" tages. are prlmarlly attrlbutable to dlfferlng comp051t10n of type, grade»ii:-i: oo

,level and - salary of social serv1ce staff Some CWA's may have a larger- S
than-average soc1al serv1ce staff Wthh 1s elther hlgher pald because of

V senlorlty or lower pald because there are a larger number of entry level

‘employees._ Whlle thls 1ndloator is. subordlnate 1n 1mportance to the 3001al"f e

- Service Stafflng ratlo, it is a useful measure. As a key 1nd1cator, its
: prlme value is that it supports and ampllfles the preceedlng Soc1al Serv1ce_;ﬁ
Stafflng ratlo. Any 31gn1f1cant varlances between these two percentages ‘
* should be more closely examlned as to the contrlbutory factors.
 The statew1de average (X) = 16 72%. (Actual) L

' N° graph was prepared of thls key 1nd1cator because of 1ts close ,”
51mllar1ty to the preceedlng graph,rV S ' :




T

Social Service Salaries as a Percent of the Total Social Service Costs
' Thls is a very useful 1nd1cator, both by itself, and in conJunctlon

w1th the POS (69 Account) statlstlc. By 1tself it 1nd1cates what. percent
:of the- total Social Service costs are 3001al Service (Staff) salarles. When
compared w1th the POS (69 Account) as. a percent of total Social Serv1ce Costs -
it demonstrates which CWA's are dlrect service-oriented and which are
: purchase-orlented

Because of the relatlvely "flxed" or static nature of dlrect staff costs,
’there is slgnlflcantly less deviation from the Statewide average than is the
case with the POS COSt ratios. - The nature of POS is more. akin to a variable
‘ cost sltuatlon, thatpls,‘the cost increases as the amount of service delivered
increases. A.«'Thus, it is a dy'namic statistic and there is significant deviation
~from the Statewide average. n ” S '

As resources contlnue to dlmlnlsh and creatlve alternatives are more °
actlvely pursued,~CWAls will eventually be faced with taking a hard look atk
- the positives and negatives aSSociated with thelDirect vs.‘Purchase approach.

- Such a Cost/Benefit analysis must be done‘properly. For example, it
should only consider as relevant those costs which will not be incurred when
k‘choosing one alternative overbthe‘other._ Although POS may appear to offer a
-less expen81ve per un1t cost. than Direct Serv1ces, unless the Direct Social

'Serv1ce Staff is terminated, their dlrect and allocated costs w1ll not be saved 7'
and cannot be counted as a sav1ngs in the analysis. ‘

There have been consultants purportlng to have developed such a Direct
:vs. Purchase analytical model. All have been defectlve havlng falled among.

i ~ other thlngs, to” recognlze the difference between relevant -and 1rre1evant

‘.costs.‘ .
‘ They have also failed to consider that in this Direct vs. Purchase
performance (output) levels by direct staff are relatively elastic-=within
bounds-~w1th no accompanylng increase in total program costs. For example, if
a caseworkers caseload would be doubled--there would be no actual 1ncrease in
total program'costs and,‘ln fact, the unit cost would decrease by one—half.
Conversely, if POS were doubled - the total costs would at 1east double.

Cost analy31s can be as mlsleadlng as it is valuable ‘and 1nformat1ve,
‘dependlng on whether it is done properly or 1mproperly.

The statewide average (X) 53, 76.
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Administrative Salaries as a Percent of Total Salarles and Admlnlstratlve Costs
as a Percent of Total Staff

These two indicators focus on the Employee Work Unit'embracing the

administrators of the agency, (as contrasted with the Social Service, Income
Maintenance, and the other "program" Employee Work Units as defined in the
DPW Cost Allocation Plan for CWA's.

These two indicators can be evaluated individually and comparatively;
As with the Social Service Staff and Salary indicators, there should be a
high level of correlation between these two key indicators on Administration
Staffing and Salary costs.

What is the proper percent of Administrative Staffing and salary levels°
The correct answer depends on a number of factors, such as the organlzatlonal
structure of the CWA, its mission, its operatlonal approach, and so on. However,
comparing each CWA's level with the Statewide average will permit 1dent1ficétion
of unfavorable variances from the average which should be more closely scrutinized

both by the County and by the State.
The statewide average (X) 15.54 and 14.19 respectlvely.
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Administrative Costs as a Percent of Total Program Costs

This measures the relationship of the costs associated with the
Administrative Work Unit in conjunction with the total (CWA) program costs
(all CWA programs--I.M., FPS, EPSDT, etc.). As such, it was expected that
there would be a high level of commonality, i.e., a tight clustering of
values around the Statewide average. Any unusual deviations would bear
closer review to determine whether any organizational/strdctural problems
exist. .

~ The statewide average (X) = 18.71.

NOTE: ,
No graph was prepared of this key indicator because of its close
similarity to the preceeding graph. ‘




g

Admlnlstratlve Costs Charged to Soc1al Serv1ces as a Percent of Soc1a1

Service Salarles :

: U31ng the Soc1al Service salarles as the denomlnator admlnlstratlve -
costs (of the Admlnlstratlve Work Unlt) eharged to 8001al Serv1ces are a
' compared , o ‘,’, L _

- The prlmary value of thls statlstlc 1s in. comparlng each CWA's 1evel
with the Statew1de average. “The individual percent value for any CWA--
when not used’in a comparative analysis--has no'intrinsic value; 'However,”
by comparlng all CWA's in thls manner, we are prov1ded with a relative 5
measure of the impact of Admlnlstratlve costs on. Social. Serv1ce funds.

As with the other key 1nd1cators--s1gn1f1cant or unusually large
differences from the Statew1de Average (X) should be more thoroughly ‘
examlned o ISR SR

In analyzing admlnlstratlve costs-—lt must be remembered that they are
allocated v1a the cost allocatlon plan and as. such they may at least .
part1ally, fall 1nto the "uncontrollable" cost category. -

" The statewide average (X) 28 95 '
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Purchase of Service (69 Account) as a Percent of Total Social Services

This graph clearly indicates the Purchése VS. Direct resoﬁrce
allocation situation in each county. | _

As is the case with the other graphs, this is not intended to indicate
a "good vs. bad" situation, but merely to provide a stateﬁide comparéti#e
assessment.

As discussed later, whether a service should be provided by Direct staff
or by purchasing--must be analyzed and decided on its specific merits;

The statewide average (X) = 18.48.
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DlStPlbutlon of CY'81 CWA Social Service Dollars |
The graph was constructed using the actual expendltures for all

County Welfare Agencies for Calendar Year 1981, extracted from the

PA 618's, the PA 41's, and the Random Moment Sampling (RMS) report;

The total actual CWA Social Service Costs for CY'81 were divided into
four groups: In (own) Home, Out of (own) Home, Crisis/Emergency and
Linkage Service. These foﬁr groups were selected because they appeared
to provide the most rational and practical method to aggregate and
illustrate the distribution of the CWA Social Service dollar; These

are arbitrary groups and it is expected that they may not be universally
accepted as the "best".

In preparing this grouping of costs, Case Management Service costs
were distributed among the specific services, proportionately consistent
with each services' relative share of the total costs. This distribution
is in recognition of the fact that Case Management does not exist in a vacuum,
that it is (or should be) part and parcel of every service. While it
can be argued that Case Management is indeed a separate service, in this
analysis, we did not consider it as such.



"IN (OWN) HOME
SERVICES

-DISTRIBUTION OF CWA SOCIAL SERVICES DOLLAR

CY'81 STATEWIDE ACTUAL

39¢

21¢

" OUT OF (OWN)
 HOME SERVICES

22¢
18¢

LINKAGE SERVICES

April, 1982
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ADDITIONAL COMPARATIVE ANALYSES_AND OTHER
TABLES & GRAPHS

Comparlson of CWA 8001al Serv1ces Fundlng
and Allocations (Graph)

CWA Allocation in Current Dollars (Graph).

- CWA CY'81 Social Service Expendltures by
Service & Eligibility Category '

CY'8l CWA Purchased Serv1ces (69 Account)

CY'82 CWA Total Social Service Budgeted by
County & Service. '

CY'82 Analysis of Standard CWA Budgets

Five Year Analys1s Purchased Serv1ces by County

3y
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The flrst of. the two preceedlng graphs compares the Statew1de CWA

Social Serv1ces (Title XX) allocatlon w1th the CWA actual expendltures for
the ‘period from the beglnnlng of Tltle XX (October '75) up to the end of - '
Calendar Year 1981 For comparatlve purposes, the annual allocatlons are
graphed in current and in constant (1976) dollars. The flgure reveals (a)
the 1ncrea31ng amount of County funds which have" been subs1dlzlng Title XX »
~.and (b) the "gap" in purchaslng power of the allocatlon when deflated by the‘-'bl
Consumer Pr1ce Index (CPI) for Urban and Clerlcal Workers (comblned averages B
 for New York SCA and Phlladelphla SMSA) The second graph,focusses»on the E
allocatlons only. N , ' v"f : S .: el

The Gross Natlonal Product (GNP) Impllclt Prlce Deflator could have
been used in place of the CPI. The GNP Deflator reflects the behav1or of
~ several indexes (Producer Prlce Index Consumer Prlce Index) thusmlts values
' depend on other 1ndexes.g Many prefer u51ng the Impllclt GNP Deflator, suggest- -
ing that 1t more accurately measures the change in. buylng power of governmental7't
act1v1t1es._ The GNP Deflator 1s in essence a Paasche-type 1ndex that is, a ’
welghted aggregate 1ndex that ‘uses. current perlod quantities as welghts. Each‘ .
- successive year the current period is compared with the base year.- ‘The Consumer7‘
‘Price Index (CPI), on the other hand, 1s a Laspeyres 1ndex. It. 1s a flxed-welght
~ fixed-base type. It is the ratlo of two expendltures. The numerator represents ;"'”
» the 1tems purchased in the base perlod at current prlces and the denomlnator is”
the actual base perlod expendlture._ Both the Laspezges and the Paasche 1ndexes l:
are superior to any of the s1mple 1ndexes. They reduce the llkellhOOd that the’r
1ndexes will be blased because of elther large relatlve changes 1n prlces of -
items or large absolute changes. The Laspeyres formula (CPI), has a tendency to o
overstate prices, Whlle ‘the: Paasche (GNP) formula tends to understate prlces.v,~
We chose the CPI index in these graphs because unllke ‘the GNP Wthh is a natlonal
1ndex, the CPI is sensitive to reglonal varlatlon. In addltlon, the CPI undoubt- :
edly has more effect on day-to-day bus1ness dec1s1ons throughout the country
than does any other economlc statlstlc. g;'." L '



April, 1982

$23,520, 100 (23 233 OOO CWA Allocation + 287, 100
Capy May Compact Additional) :

: : CWA C '81 :
Social Service Expenditures  (100% Federal and County) RMS, PA-41 & 618
" By Service and E11g1b111ty Category F. Kelly
_ TOTAL AFDC SSI___ MAO> 1E> wrI®
- 'CASE MANAGEMENT - . $6,144,741 $3,195,265 - $921,712 $184,342 $1,044,606 $798,816
CHORE _ 394,404 177,482 78,881 11,832 86,769 39,440
" COMPANIONSHIP - 70,931 - 34,047 9,221 2,128 - 12,058 - 13,477
COUNSELING 1,876,508 957,019 262,711 56,295 356,537 ‘243,946
DAY CARE 1,501,478 465,458 135,133 - 30,030 630,621 240,236
EDUCATION & TRAINING 356,141 188,755 53,421 10,684 60,544 42,737
EMERGENCY ASSISTANCE 1,335,530 707,831 200,330 - 40,066 . 227,040 160,263
EMPLOYMENT RELATED 193,208 - 104,332 27,049 - 5;796 - 32,846 23,185
" HEALTH RELATED 1,714,560 908,717 257,184 ~ 51,437~ 291,475 205,747
HOME-DELIVERED MEALS 8,094 4,290 1,214 243 1,376 971
. HOME-HEALTH/HOMEMAKER - 10,554,128 2,110,825 2,532,991 211,083 5,171,523 527,706
HOUSING RELATED ' 2,993,990 1,586, 815 449,099 - 89,820 508,977 359,279
LEGAL 152,800 67,232 18,336 4,584 . 21,392 41,256 :
PAROLE SUPERVISION v 5,396 2,860 809 ' 162 917 648
PLACEMENT - FOSTER C. 194,259v 102,957 29,139 5,828 33,024 23,311
' " - GROUP HOME 43,169 22,880 6,475 1,295 7,339 5,180
- RESIDENTIAL ‘142,996 75,788 21 449 4,290 24,309 17,160
PRS - ADULT & CHILD 1,459,408 . . 510,793 " 145,941 29,188 175,129 598,357 .
RECREATION 101,154 30,346 44,508  1.517 7,587 17,196
~ ALCOHOL ABUSE . 8,094 4,290 1,214 243 1,376 971
 TRANSPORTATION 1,293,732 245,809 . 103,499 12,937 . 724,490 206,997
INFORMATION & REF. 3,682,343 1,914,818 552,352 110,470 607,587 497,116
FAMILY PLANNING 106 56 16 3 18 13
YOUTH SERVICES 149,158 _-0- -0- -0- -0- 149,158
o TOTALS 34,376,328 13, 418 665 5,852,684 864,273 10,027,540 4,213,166
‘% OF TOTAL ,39.03 1 17.03 2.51 29.17 12.26
Footnotes : -
1) a) Includes Direct and Purchased Costs
. b) Direct and Administrative Costs Dlstrlbuted Using RMS % 3
2) MAO = Med1cald Only )
3) I.E. = Income Eligible ,
4) W.R.I. = Without Regard to Income
5)  Total Federal Funding =




CY'81 CWA FURCHASED SERVICES (69A/C)

Employment

Page 1 of 2 &

portation

21,33 7

1,000 i

'_100%'Fedéra1'& County"'

S K ) ) } . l Homemaker ) : )
o Youth . -~ . Casework Chore Counseling : Related - Family Home/llealth =~  Housing - - Legal ) - Trans-.
~ CWA » Services vaanagement Services Sepvices ‘ Services - flanning‘ Services Related Services
ATLANTIC $ 148,006 § - $ 2,046 0§ 82,312 § % $ 92,742 § 15,340 § 30,503 § 30,000
_ BERGEN . S B - - 248,182 » > 26,371 -
- BURLINGTON - o 8,695 55
- CAMDEN - . o - 29,589 -0- 64,825
CAPE MAY . 31,875 7,125 41,566 116,726
' CUMBERLAND .- e - L L. 0= 14 14,670 .
CESSEX . 2,780,922 243,508
GLOUCESTER L -0- L
HUDSON ¢ - - 400,891
*HUNTERDON - . 176 v 18,499 CA582.
MERCER . ‘ © 36,460 14,452
MIDDLESEX 35 106 173,436 21,212
MONMOUT L © 7 532,063 885 ‘
| MORRLS 801 65,337 o
OCEAN . . 175,485 24,411
" PASSAIC 4,581 484,712 43,348
SALEM 1,062 268 o 39,542
SOMERSET ' o - 1,586 214,675 ,
SUSSEX 5,114 el 42,449 1,613
UNION 1,360 o 102,210
. WARMEN - . 58 S . 2 26,585 ‘ : S a
" T0TALS $ 149,158 $ 31,875  $ 5,153  §_ 82,012 . $ 141  § 106 §5,484,511 . .§ 15,354 $ 31,388 § 638,108
% of TOTAL LT a7 .60 9 .02 0 63.87 a8 LW 743

 6 3



. Medical

CY'8) CWA PURCHASED SERVICES (69 A/C) .

Recrea- -

Page 2 of 2

100% Federal & County

.20 .09 .05 Y

‘Int"ormation‘ _ Proiectiye- Education Conunuhity Health - Cou-panion-' o
CWA & Referral Day Care Yransportation - Services tional - & Training Planning Related ship TOTAL
ATLANTIC $ 50,779 $ $ 1,474 $ $ % s % $ $ 459,292
BEKGEN ' 13,051 ‘ ‘ ’ o 287,604
BURLINGTON 5,410 1,451 15,611
* CAMDEN 90,312 L7 5,331 : . 191,798
CAPE MAY. 81,759 24,632 ” 8,096 4,504 316,263
 CUMBERLAND 7,582 s 92 22,358
ESSEX 265,297 3,289,721
GLOUCESTER 12,995 © 12,995
HUDSON : 3,891 _ 404,782
HUNTERDON L,m8 24,858 489 50,322
MERCER 7,408 58,320
MIDDLESEX 119,619 . . : 314,408 .
MONMOUTH 315,477 189,965 379,046 12,063 1,429,499
MORHIS L 6,888 14,542 86,568
oceaN _ 269,811 2,952 472,659
PASSAIC 4,397 11,989 130 549,217
. SALEM ’ 5,802 R 829 . 68,837
SOMERSEY _ 9,048 3,468 121 ' 11,176 240,074
SUSSEX 8,719 837 649 ' : 782 60,224
UNION 112,858 1 227,436
WAKREN : _ . 2,545 . 29,188
CTOTALS  § 50,779 $ 411,470 $1,101,272 $ 404,475  $ 17,505  $ 8,006  $ 4,504 $12,097 § 182 § 8,587,002
% of Total .59 4.9 13.87 4. ' o .01

o€




: B , F. Kelly
CY'82 CWA TOTAL SOCIAL.SERVICES BUDGETED BY COUNTY & SERVICE . _-Revised June 1982

(100?611}%(6%3&}[1!%%%‘:%"1')& County) : : ' Page 1 of 2
] ‘ ~ Home o .
S Case i - : } Education  ~ Emergency  Employment Health Del,— Homemaker Housing
CWA Management Chore Companionship Counseling Day Care & Training Assistance Related Related  Meals Home-Health "Related
ATLANTIC ~~  § 84,058 $22,264 $ . . $ 129,492 $ 59,836 $ $ $ . s s $ 200,104 § 152,613 oo
" BERGEN 116,445 - , ... 66,252 42,175 24,511 .- . 24,511 29,618 .. 310,446 " 97,026 - : f
BURLINGTOﬂ C 142,027 ‘ 14,259 - . 65,020 © 10,150 11,745 - D ‘ . 7 110,256 L 34,561 a
CAMDEN . - 332,729 - 32,000 - o 214,474 63,993 ; ‘ SRR o S 995,265 139,426
CAPE MAY* 104,534 ' 21,341 109,477% 15,944 - 18,671 - R 96,427 10,583
CUMBERLAND -~ 103,996 \ . 16,892 - 19,627 16,892 8,085 _ Coo8y295 19,311
ESSEX 1,254,949 103,822 - 317,757 222,683 394,234 . . 710,706 414,403 . 4,287,590 <. 328,053
GLOUCESTER -~ 11,762 . ’ 77,760 - : 3,789 23,329 o ez,e10 ;
HUDSON o - 392,506 - 10,407 ' : © 88,976 53,325 . 26,235 26,235 . 109,926 . - 451,365 - 73,283 - §
' HUNTERDON : o 25,003 N C a S SRR e
" MERCER - 158,241 - 9,535 - L 13,314 70,106 14,712 - . 2,890 89,779 344,297 - 124,357 |
MIDDLESEX - 145,547 o : . 106,734 ' L 66,736 C 504,942 . 500,455
MONMOUTH 562,472 . . . 6%192 - 667,530 512,128 20,009 . - 242,444 197,313 45,441 563,907 . - 337,862
| MORRIS - 50,884 25,669 . 51,645 13,827 ~ 12,246 20,147 41,478 O S8,414 46,021
OCEAHN 59,167 ‘ ' R e 39,85 249,647 10,248
PASSAIC - © 143,920 14,436 233,199 93,606 52,721 14,217 27,952 224,495 523,394 91,831
SALEM 31,124 Lo . 10,033 ‘ L : B , 22,068 11,232 38,258 ’ :
SOMERSET - 40,803 . R R : N o ' - 45,579 124,771 37,153
SUSSEX o 75,235 © 12,848 5,556 24,516 25,525 4,004 . | 18,159 : 58,966 13,144
-~ UNION . o ee3heh o - 152,691 - 56,618 S e o 61,545 S 163,359 . 153,118
WARREN ' __ 75,633 _2,520 - 8,3 ' 33,366 26,921 , w
. TOTALS 4,100,496 129,680 190,829 2,175,895 1,460,500 601,593 _68,684 1,036,239 = 1,425,934 56,673 9,130,502 2,231,255 « F

% of Total ~ 1261 40 .59 : 6.68 : 4.48 1.85. .21 3.13' 4.38. .17 28.02 ©6.85
* Includes Cape May Compact Dollar'= - e ' : ‘ :

Summar'y ‘from CY'82 CWA Social Services Budget chuest - mcludmg "addltlonal pt’ogl‘ams," i, e., beyond allocation _—_ i R L : R

(Rounded to nearest dollar' alnount)



CY'82 CWA TOTAL SOCIAL SERVICE BUDGETED BY COﬁNTY'& SERVICE Page 2 of 2.
DIRECT & PURCHASED | ’ ’

(100% Funds - Federal & County)

Placement - . PRS |

o Legal . (Foster Care;  Adult, " Alcohol . . ~ Information Family Youth Community Boarding )

CWA Services . G.H., Resid.) Child ) Recreation - Abuse -Transpovtation & Referral Planning Services Planning Homes = Totals
ATLANTIC . $ 20,000 § $ 147,558 ¢ . $ © . § 103,072 $ 17,518 % $ . $1,036,575
BERGEN ' o 68,604 77,450 33,612 IO 48,225 939,475
BURLINGTON » 10,155 69,33 _ 43,913 . _ - 51,420
CAMDEN . o 279,468 8,000 . 81,923 42,964 o 2,190,242

* CAPE MAY¥ S ; . s4,819 . ’ 152,455% 198,466% ’ ' _ 16,800% 199,517
- CUMBERLAND - . 67,721 Lo . 29,657 67,377 , . . ’ 13,087 -~ 370.940
ESSEX o 103,822 - - 1,337,523 ‘ 103,822 432,502 : : ’ ~ 10,011,866
' GLOUCESTER T : i 132,197 . _ o 77,760 , : ’ - 388,807
HUDSON , . 15,682 10,552 e 15,682 .. 607,227 _ o 1,886,668
HUNTERDON - ' ' 62,886 ' o ’ ' . 21,628 ¢ 299,317
MERCER : : C 157,250 - 62,050 91,492 . ' . 1,138,023
MIDDLESEX L : 140,002 R Co3,73 402,178 _ 41,585 1,939,910
MONMOUTH = 3,880 ¢ 1,312,192 68,179 1684 433,012 8,748 28,416 123,397 5,520,815
" MORRIS ' PR 157,550 - . 8,960 - 14,023 ' 500,804
OCEAN ' 30,737 - - If0,117 4 : 21,443 - 81,534 o © 70,560 . 733,298
'PASSAIC o 117,516 127,282 27,749 84,343 161,446 ' 1,938,191
SALEM. _ o 13,506 . 32,801 . 26,151 ' o 185,213
SOMERSET = - 30,006 33,966 24,035 11,893 . © 20,601 368,807
SUSSEX . . 24,289 69,106 : : 8,816 80,511 - a . k20,685
UNION : : " 61,500 - - - 73,924 . 293,381 . S o : 1,239,600 §
" WARREN . - 5,049 ) ) o 16,476 . _ : 168,286
 TOTALS 20,000 614,081 4,474,222 - 76,179 131,571 _1,1€6,367 2,798,630 20,641 145,994 16,800 345,083 32,588,465

% of Total .06 1.88 13.73 .24 .40 3.58 © 859 .06 45 .05 1,06

# includes Capt May Compact Dollars. . o . o B
Summary from CY '82 CWA Social Services Budget Request - including "additional programs,” i.e., beyond allocation.
(Rounded—to-nearsst-dollar—amount) - - -

v omamna.

¢



S o ‘ AR - o oa/s2
_ANALYSIS OF STANDARD CWA BUDGETS I L

cYy's2 .

—— “TSS Staff S Salaries S Salariés . ADW Salaries  ADM Staff  ADM Costs ~ ADM Costs 69 A/C
TXX: County~ as % of . as % of "as % of .. as%hof . " ‘as % of ‘as % of . Chargeable as % of
Matching " Total - Total ..~ Total 8~ Total - . "Total Tot. Prog. to SS as % . -Total

CHA: ) Ratio . ‘Staff Salaries = Budget Request Salaries . @ Staff Costs SS Salaries SS Budget
ATLANTIC 75:25 . 12.3 1213 4l . 1.8 - 10 16 Coies T a0
CBERGEN | qa:26 74T . 9.0 . . s0 . . 1279 8 = a7 200 25

BURLINGTON. . 75:25 645 0 6.90 60 wa w62 w3
CAMDEN . ' qsi25 . 12,99 . 1L97 . . ‘62 -~ - 1.0 10wz
- -Cﬁf’E,MAY, ‘ 61:39 20,56 16.,92,‘ o . 23.63 . o v_ 23 . | 26 | 62 : . 52.
. CUMBERLAND . 75:25 8.5  .9.20 63 446 - - W 19 .26 3
CESSEX . 6139 20065 2020 4 2538 20 .. 2 . 40 30

' GLOUCESTER . * 7129 - 7.86. . 7.79 .- 6 . . ..1838 . . 15 22 31 0o

CHUDSON - 75:25 . 1219 15550 . 56 gy . . 8 .13 15 o
MUNTERDON - - 50:50  25.14  19.95 58 . 2921 g2 21 Ap. 8
MERCER - . 75:25 - 7.90  7.45. 0 58 . . 1065 .13 15 22 13
CMIODLESEX  9sizs 1356 139 60 1333 0 5 oap. A g
CMONMOUTH 5347 . 34.28 3415 . 50 . - 138 - as 16 2120
COMORRIS - 66:34 | 16.09 14.30 60 a8 o 4 13 20 15

ocEAN T 75:25. 8.6 938 50 w243 w0 w2 a1
PASSAICT . .75:25 i7o33,n‘_>‘>-9q19 S s53° T : oo 9;06»_;.‘ ,[';?va 13 o 13 35
© SALEM : 15:25 S T.42 807 a5 7 1e3 o8 6 o2 3%
SOMERSET slig . .o25.55 - 22068 o4y o aa3ag 13 s w2

SUSSEX e6:3- 283 - 22,92 . . sz 25 .20 24 L 44 12
ONTON 725 . 9.1 1325 ST . 1238 w16 .17 1
CWARREN 6931 12 9.0 4T 26,35 . .16 .8 R R

X= 68.90 - 14.49 o100 5219 o 16:86 e 13,33 18.67 . 29.19 957

g



April, 1982

| | (PA=41) |
. 5-YEAR ANALYSIS BY COUNTY | F. Kelly
- 7 TOTAL TXX CWA SRR
. PURCHASED SERVICES - (69 A/C) | 34
7 . (100% Federal & County) - ' R :
WA 1977 - 1978 . . 1979 . 1980 1981 TOTAL
~ ATLANTIC  $ 27,483  $ 125,057  $ 111,162  § 290,944 § 459,292 ¢ 1,013,93¢
" BERGEN - 42,208 84,063 224,899 239,092 287,604 877,86¢
BURLINGTON 12,170 13,971 35,258 37,006 - 15,611 114,01
CAMDEN 100,885 46,260 59,571 106,679 191,798  505,19:
CAPE MAY 30,455 21,134 153,214 343,010 316,283 864 ,09¢
CUMBERLAND 10,974 - 104,177 17,973 15,944 22,358 171,h2¢
ESSEX 1,282,369 1,122,983 1,502,520 2,273,878 3,289,727 9,471,4T
- GLOUCESTER 6,313 = =—= R — 2,686 12,995 21,99
HUDSON - 426,265 707,018 431,873 442,723 404,782 ‘2,412,%6:
 HUNTERDON 16,416 30,287 = 36,988 ‘ 50,960 50,322 184,57:
© MERCER . 73,116 124,564 89,101 127,168 58,320 472,26/
-~ MIDDLESEX 334.869 - 495,725 375,812 465,537 314,408 1,986, 35!
| MONMOUTH 1,515,421 1,020,633 1,366,845 1,432,041 1,429,499 . 6,764 43
* MORRIS 7,956 21,142 30,926 66,084 86,568 212,67
OCEAN 176,794 - 257,378 649,461 1,070,272 472,659 2,626,56
PASSAIC 133,016 169,088 = . 383,371 460,719 549,217 1,695,41
SALEM 8,878 . 8,095 36,194 64,542 68,837 186,54
SOMERSET 71,195 92,589 177,82l 272,014 240,074 853,69
SUSSEX 37,018 47,808 . 33,113 | 56,530 60,224 234,69
UNION 32,009 63,951 129,417 415,627 227,436 . 868,44
WARREN 104 21,257 » 984 19,356 29,188 70,88
~ TOTALS |

 $.4,345,914 4,577,180  $5,846,503 $ 8,252,810 $ 8,587,202 $ 31,600,60




Note:

TRANSFORMING DATA
INTO

MANAGEMENT INFORMATION

Many of the tables, discussion and graphical techniques in this and
the following sections were directly excerpted or modified to meet

our needs from the DOD Pﬁblication Analysis for Ménagers-of People

and Things; '






| 1TRANSFORMING-DATA“INTojMANAGEMENT'iNFORMATION» o

As we have seen, cost and output data are very useful to the 8001al
Serv1ce admlnlstrator because they permit meanlngful comparlsons to be
made. The basic unit of comparlson is the 1nd1v1dual cost/output observa-
tion; Each observation connects a spe01flc serv1ce unlt provided to the
spec1f1c resources used in prov1d1ng it. ’ ’

) With this type of approach, the Soc1al Serv1ce Admlnlstrator can

compare and anticipate costs at dlfferent levels of output—-or for dlfferent
qualltles of output .He or she can compare the effects of a servlce dellvery
"mix" or combination of alternatlve service approaches comparlng actual w1th
the planned LOS. , . '

A word of caution--as a general rule data are not normally adequate
for analys1s unless the outputs can be specifically related to the costs
experienced in produc1ng the outputs. In addition, analysis of actual data
(cost and output) rarely, if ever, produce information as perfect or prec1se
as that which can be derivedvfromkhypothetical examples;u This does'not mean
‘that comparisons cannot be made using "imperfect" data; 'It.does-mean that
certain rules for dealing with imperfect data must be observed. This inuolves
interpretation of the data and possibly the application of statistical tech~
niques.. Data can also be defectlve therefore, conclu51ons drawn from
defective data would be invalid. Thus, it cam be said that the complete absencev

of data. is better than defective or 1nvalld data. o
"~ For a CWA to be able to complete cost/output analyses, their reports and

records systems must lend themselves to this by accurately reflectlng the
resources used (costs) and the spe01f1c output (serv1ce units) produced

In actual practice, Judgment and experlence play a key role in helplng
. agssure comparability of the cost and output data. Often common sense provides
"the best solution. For example, abnormal cost/output observations may be
excluded as couldlobservations which appear of suspect accuracy; ‘Personal
 familiarity is often helpful in "cleaning" the data. |

“Social Serv1ce Clients are not partlcularly homogeneous. ThlS comblned
with the different modes of CWA serv1ce operatlons throughout the State results in
a 31tuatlon when output reports and records will rarely be completely unlform. ‘
The same number of service units can represent dlfferlng accompllshments 1nvolv-
ing differing amounts of casework Although two outputs would appear the ‘same
ina report the costs involved in ach1ev1ng them would almost certalnly vary
31gn1flcantly,
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~ The problem'of,data/anainie'foh‘the CWA's begins with what'specific'data
to coilect and choosing an output measure. One alternatiVe woﬁld bebto seg-
regate the varlous categorles of services and malntaln separate records on.
-Seach. Record-keeplng costs would ea81ly become prohibitive. ‘
o Another approach would 1nvolve the development of an abstract unlt to
' measure output--a common denomlnator. These would then have to be "welghted"
based on complexity or'difficulty, etc. Such a sophlstlcated unlt would be
difficult to deflne and costly to collect.
o The CWA's report monthly financial data (actual expendltures, etc ), we
~caassume that a month is usually of sufficient length to reduce any dlsparlty in
cost/output observatlons. The daily or weekly service unit capturedvover a
month's timeiwould most likely encompass a typical or representative selection
(the longer the time'period'chosen; the greater‘the probability that most
cost/output observatlons would represent a similar combination).

While the- cost/output comblnatlon or "mix" would never be 1dent1cal-f
most periods would vary from the average--some, a great deal. As long as
these did not represent a major and lasting change, the valldlty of comparing
the cost/output observations would not be affected. ‘

Because costs could differ relative to the nature of the serv1ces, the CWA
would want to dlscover what differences in cost were a specific functlon of
changes in output. One approach they could use is the constructlon of a

"Scattergram" such as the following:




Units of Service
(LOS)

—
——

Cost (Dollars)

3T
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o Here, a pos1t1ve relatlonshlp between cost and output could be
obtained by means of inspection. However the 1nformat10n is not partlcu—
- larly uSeful for'decision-making. To 1mprove its usefulness, one approach
would be to: enclose the data with two parallel llnes, to establlsh the
probable range of" costs to be expected at each output level As with the
control chart ‘with the upper and lower llmlts, any observations falling outside7
 these parallel lines should be investigated. o '

The preferred approach is to "fit" a 51ngle line (or curve) to permlt

dlrect reading of the aggregate cost expected at any selected level of output
;By applylng approprlate statlstlcal techniques, such a llne--called a "Regre351on
Line" could be prec1sely fitted to permlt varlable cost/output data to yield '
management 1nformatlon. _

- This linear regression. line is based on an equatlon derived from the
' entlre range of cost/output observatlons ‘and is intended to mlnlmlze the extent
to Whlch costs actually reported in the 1nd1v1dual observatlons dev1ate from .
those shown by the regres31on line for approprlate output 1evels.

ThlS estlmatlng equatlon can also be used to 1dent1fy the operatlng level
' at’ whlch un1t costs would probably be lowest and to compute the marglnal costs
.1nvolved in mov1ng from one: output level to another._ The computatlons are not
dlfflcult--the technlques are readlly found in elementary statlstlcs textbooks.
‘ (Slmple regre331on analy31s The general formula for a stralght line is
used: Y-a+bx, Where ¥ is the variable to be predlcted i, e., the dependent '
, varlable X 1s the 1ndependent controllable .or dec131on varlable, a is the
constant value of y when x is zero; b is the slope of the 11ne, 1 e., the
regression coefflclent ) _ _ '
_ Thls approach measures the average amount of change 1n one varlable that
~ is associated with unlt ‘increases 1n another. varlable. The process is intended
‘ to ald predlctlon andwthereforelmelp in plannlng, de01s1on-mak1ng and controlllng.
 In progress1ng from very low operatlng levels to somewhat hlgher ones, costs.
seem to- increase modestly compared with the units of serv1ces prov1ded At
greater workloads, the costs of prov1d1ng additional un1ts of service climbs-
‘more rapldly. o ' S

- It may develop that a curve rather than a stralght llne may provide the ‘ 3
‘ best descrlptlon of . the data. ' ' '

Thls type of curve called a "parabola segment" can also be fltted mathe-
*matlcally. The equatlon to fit the curve is more complex than that used in. llnear
'.regress1on.- ' , ‘ ' _
Wlth elther llne or curve, regress1on analysis prov1des the - admlnlstrator

\
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with the.ability to see underlying, measurable coét/output relationships--
even in a situation where vériations in cost and output bccﬁr;‘ The ongoing
challenge to the Social Service Administrator isvin identifying and correcting
specific problems which caused unexpeétedly high cost and/or performénce |
"variations. Using these techniques, the manager will better be able to meet
that challenge; |






MAXTMIZING
THE

LIMITED RESOURCES






ke
MAXIMIZING THE LIMITED RESOURCES

Management dec1s1on-mak1ng is dlrected toward the short and long term
' future. Cost and output data and other hlstorlcal data prov1de a basis ‘
for assess1ng the variance between the plan and the actual SubJectlng this_.
data to various analyses permits comparlng one agency w1th other agencies, :
or one serv1ce method with another. They also permlt the development of plans
1ncorporat1ng this past experlence. Unfortunately, this approach does not
produce measures whlch tell whether the program ‘results were the best that -
~could have been accompllshed with the same or lower costs." ,

' One of the principal respons1b111t1es fac1ng management 1s to assure - N
. that ‘the agency is gettlng the "most" for its money. The Program Manager should |

- ptherefore know (or estlmate) how costs would be affected using alternative

combinations of serv1ce approaches, for example Dlrect and Purchased serv1ces.
- The manager should also be able to approx1mate how costs would be affected by
‘changes in cllents (numbers and type), type of need 1evel of service (LOS) in
units and quallty provided. ' B o

Ideally, the Social Serv1ce Admlnlstrator w1ll be able to 1dent1fy the
existing alternatlve approaches whlch can be used to prov1de the de31red LOS ‘
~and alsopwh;ch}w1ll satlsfy the quality standards and he will then be able“to .
choose the ﬁbest"bof”these, The "best" alternative is not necessarily the
least costly one. -However, in. tlmes of scarce funds, the lowest cost approach
may well be the only feasible one. .. ' e

Even after 1dent1fy1ng the least cost alternatlve a dlfferent approach 'Q'
‘may stlll be. explored and p0531bly selected. For example assume that the . o
cost/output analy31s 1nd1cates that a spe01f1ed quantlty and quality of Day
Care could be provided most economlcally at a 1arge center. The admlnlstrator
may decide, nevertheless, that the ex1st1ng state-operated ‘center would be more
convenlent to the families (or the chlldren), there would be less transportatlon
1nvolved “or, more 1mportant there would be no dlfflculty in- assurlng that the -
"problem children" would be served. N ‘ ' v -

Identlfylng the least costly approach of prov1d1ng a. serv1ce does not
automatlcally eliminate other approaches. L B ‘ ‘ . .

» However, by costing them out, the Program admlnlstrator w1ll be made aware:
~ of the cost of ch0051ng ‘each alternative. } bR o -
In the follow1ng, we will dlSCUSS an analytlcal approach for comparlng

‘alternatlve service approaches (Dlrect vs. Purchased) L
When th1s approach 1s employed _the data which is used 1n thls type analy31s
| should be obtalned from actual cost and LOS (output) records comblned w1th



'estimates:(based on past experience)'POr any changes--in LOS,_prices.of
- relevant cost items and/or in specifications (standards for care, ete.).

costly way of comblnlng the D1rect vs. Purchased approaches. This‘can be

' ,termed an "economy solutlon" Startlng from a specific budgeted amount for

} the service, the same techniques will-help'identify the maximum output (LOS)P
achievable: w1th1n the budgeted amount. |

for a quick solution of the problem of Direct vs. Purchased Serv1ces.

' be purchased statew1de or county w1de. Each instance requlres individual
analysis and should be decided on its own merits.

applicable to all situations. The first step involves careful calculation

of measurable costs of the Direct and Purchasedvalternative and a determination
of net savings of one method_over the other. The second step entails pains-
‘taking analysis of the unmeasurable relative costs of the alternatives. The
third step is a comparison of the resultsoof the first two steps and a decision
selected which is in the best interest of the agency and the client(s)

Direct method ex1st for a specific service? If "no", assume Dlrect is best
‘unless unforseen obstacles arise.

unless a strong case can be made for not doing so. Reasons which could
support a purchase.over a direct approach:

the same scientific approach outlined above should be followed
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Assemblying and analyzing all the'data will help identify the least

There are no. general rules--no magic formulas, that can be- summoned

‘It is not possible to say whether any particular services should

_ The_ahalytical framework and the correct procedure are both clear and

Does a dependable (hlgh or equal quallty, full access) alternatlve to
When a dependable alternative (Purchased) serv1ce source ex1sts, use it

- Simplify total management burden ‘

- Focus attention where major cosf reduction opportunities lie, reduce
~where possible.. ’ ‘

- Gain economies through reduced overhead 1f direct staff levels frozen
‘and vacancies not allowed to be replaced ‘

Possible reasons for not purchas1ng but rather prov1d1ng serv1ces Directs’

- Coordlnatlon/control of POS prov1ders too difficult.

- Costs prohibitive - no savings

- Inferlor quality

- Large volume of cllents, more cost effectlvely served by Dlrect staff
. (economies of scale). ‘

- Provider unw1lllng/unable to meet spec1al serv1ce/c11ents needs

Should. the ‘situation involve a combination of Direct and Purchase approaches,




| 4‘*

' Please Note: The: 1mportant costs 1n a Dlrect vsS. Purchase problem are.
;'Marglnal Costs and should be calculated 1n terms of added ‘expense of each

alternatlve. The. analy31s must encompass a rev1ew of relatlve costs and net ,‘
costs or net sav1ngs. o S T , , , IR ;
, Many soc1al serv1ce adm;nlstrators thlnk of ch01ces among alternatlves

as "either-or" propos1tlons and they well can be.» In 5001al Serv1ces, we .

. have the Dlrect vs. Purchase ch01ce 1n prlvate industry they have the "make

. VS. buy" choice. It also is pOSSlble that the "best" solution is some - ,

combination of both. This is espe01ally 50 ‘because the cllents for a spec1f1c o

service are not ordlnarlly homogeneous. ’ , L _
One serv1ce method may be more sultable than another method for some cllents.,'

Merely looklng at the cost or the "phys1cal capac1ty" of a program is not enough.

Because one center may have double the capac1ty of another center, does not | )

necessarlly mean that the program manager could.expect that assuming constant unlt o

costs, the one large center would prov1de a better admlnlstratlve ch01ce over two ,-h

smaller centers. Nor even with dlfferentlal costs, could he (or" she) ‘assume that

the least costly w1ll necessarlly be the "best" if they do not ‘serve all c11ents.v
In the "real ‘world", ‘we are never in posse531on of "perfect 1nformat10n" ‘

Estlmates are often less than accurate.. Actual performance may vary s1gn1flcantlyir'

 from that expected - The questlon may be one of an economy solutlon, or it may be j-ﬁ

one needing an efflclency solut10n.~ That is, whether the agency should meet the
planned LOS at the lowest cost and redeploy any surplus, or should it focus on

the largest output poss1ble with all funds- avallable. ' The questlon really turns
on costs vs. beneflts, which w1ll be dlscussed later. ‘The Social Serv1ce admln-.
1strator must always keep in mind that they w1ll be worklng with 1mperfect 1n-””
complete 1nformatlon. Therefore, thelr Judgment and experlence must be employed
in combination with the results of any quantltatlve analys1s. . ' .

One of the most troubllng questlons posed to. Social Service Adm1n1strators'5 ‘
deals with "what is the agency gettlng for the funds? What 1s belng accompllshed° o
Tradltlonally, CWA's have relled heav1ly on expendlture reports to 1nd1cate What
" they did with the federal (and local funds) recelved - '

The funds were really allocated to accompllsh spec1f1c obJectlves, 1 e.,.l
chore serv1ces, homemaker, etc. They" were not allocated to h1re people buy
supplles, ‘etc. By the CWA showing that they have spent the funds, does ‘not
demonstrate that they have accompllshed thelr program obJectlves._ Whlle purchased;':
serv1ces lend: themselves more readlly to a unlt of serv1ce approach our 1n1t1al
efforts to create a unit of measurement for dlrect serv1ces 1nvolved substltutlng
worker "hours" or percent of total "tlme"--whlch are really “1ntermedlate e
1ndlcators of output Both are really a comblnatlon of Input and Process.f
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With the unit ofiserviCevapproach'werhave attempted to shift our focus to

| identifiable "end products"--clients counSelled casestterminated and‘so(on
One of the most frequently given reasons for not collecting and using

output data in Soc1al Services is that 1t 1s very difficult (if at all poss1ble)

o collect and/or quantlfy--or, the task performed is too qualltatlve to be translats
 into or expressed in numbers.‘ In Social Serv1ces, however, these quality '

‘variations are important and thus cannot be 1gnored Even if collectable,
numerous unlts of' output are not really an adequate measure of performance;

This is onefof'the biggest deficiencies of output measurement systems in Social
fServices. The above cOSt/output analytic’approach is perfectly functionalias
Ilong as ‘the assumption is 1mp11¢1tly -op expllcltly made that quallty of serv1ce
- remains uniform and ‘constant. ’

However when comparlng different Soclal Serv1ce agen01es us1ng cost data ]

,'only, thls 1s a rlsky assumption to make, because the costs of operatlon depend

not only on. the amount of units and/or clients served but also on. how well they ,

.are expected to be or have been served. _ .

In New Jersey, -and partlcularly in the D.0O.'s and CWA's, it appears that,
'-w1th1n llmlts, we have pretty much taken the quallty level for granted at
least there is no real effort to 1ncorporate it w1th any declslon-maklng. An

‘approach employlng, among other things, program evaluatlon and 1ong-range plan- '

nlng cannot treat quallty in this manner.,

~ We need to establlsh a measure to record the des1red and the attalned qual-»

ity level, 1n addltlon to the output and cost levels. There are no establlshed
. or exp11c1t quallty standards for Soc1a1 Serv1ces nor 1s there any current

o mechanlsm for 1ncorporat1ng any if they dld exist into admlnlstratlve control

"The first step is then to develop a standard or set of- standards. They may be

'-“ipreclsely quantltatlve or broadly descrlptlve.'

One approach would be to establlsh a basic level of cllent functlonlng or
.éreadlness for each service goal--a cllent whose servlce goal is to attaln a
higher than standard level of self suff1c1ency would appear to represent a
dlfferent and ‘more costly end product than a cllent whose serv1ce goal is to
attaln the standard level of self-suff1c1ency. ’ "
A common approach 1s to establlsh a two-part requlrement for output

statlstlcs, as follOWS'l o o ’
“ 1) They must be relateable to 31gn1f1cant organlzatlonal mlss1ons and
‘ functions; ’ S :

2) They must be relateable to resources allocated and consumed

to
ed




‘ They use a two dlmenslonal output approach measurlng the "product" on the b
basis of both volume (unlts, hours, ete. ) and the other sp601flcatlons (Stan-
dards--Quallty) ' , L

- The preceedlng pages demonstrated how to relate output to comparable
v‘»cost data and how to use the resultlng statlstlcs.- ,v R
‘ of course, not all s1tuatlons would perlt trade-offs between quantlty
and quallty or quallty and prlce., It may come down to a decision based solely

‘on Judgment and experlence as: to which best fulfllls the CWA's mlSSlon.
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 MEASURING CWA CASEWORKER PERFORMANCE

At present the only concrete data. avallable on CWA Caseworker Staff
is the number of workers in each CWA by - Employee Work Unlt and Work Group
and the Random Moment. Sampllng System (RMS) percentages--whlch focus on
serv1ces--not on workers (or clients). _ '

The need and desirability of establlshlng and using standards or norms
by the Program Manager should be patently clear. These. standards may be
de51gnated norms of de31rab1e actlvlty, they may be derlved from slmllar
'programs or operatlons or be developed internally u51ng an ‘Industrial En- :
gineering Approach Such standards: enable a program manager to properly -
estimate the number of personnel needed to provlde effective service--or the
standards could be used to complete a comparatlve analy31s of dlfferent
program methods or strategles with regard for economy, effectlveness or
. eff1c1ency. o B ' L
_ Frederlch Wlnslow Taylor is regarded as the Father of 501ent1f1c Management;

He is 1dent1f1ed with the Amerlcan productlon "eracle"- He 1s also 1dent1f1ed
‘w1th "Time and Motlon" studles to raise product1v1ty--the Industrlal Englneerlng

- approach which eventually dlsenchanted unlons and workers because of the fear

of lay-offs. Taylor s methods 1ncreased the workers product1v1ty (and their o
‘pay, also). The Unlons and Workers feared that by worklng harder or faster,,;
they would exhaust the work avallable and ‘bring- about lay-offs. To thls day, ,2{
"Time and Motion" (eff1c1ency experts) studles are very threatenlng to employees.
The RMS (Random Moment Sampllng Study) was regarded by many workers, at least
1n1t1ally, as a control dev1ce and ‘they res1sted 1ts 1mplementat10n. K o
It is indeed unfortunate that time and motlon ‘'studies are so 1ntensely ,pf'
disliked and feared. They prov1de an excellent mechanlsm for tracklng staff -
time by act1v1ty, and - therefore they are useful as an 1ndlcator of program
efflclency with respect to tlme. ' ’ e o
In the Soc1al Services env1ronment rather than employlng a stopwatch
for measurlng employee effort, self-reports by staff should certalnly be an
- acceptable substitute. These self-reports over selected-representat;ve perlods
of time could provide the“primary‘data needed to‘measure performance‘andnthey

ev also could be used ‘as the basls for developlng standards. In'some instanCes,

dependlng on the 31ze and attendant complexity of operatlons, a staff sampllng

approach can be employed whereln at selected frequen01es, staff can- complete :

questlonnalres as to how their tlme is spent on an hourly ba51s. ; ‘ |

v Given the operatlonal expertise. of the CWA management 1t is expected
that all CWA's could obtaln reasonably rellable staff-tlme informatlon w1th1n '

a short period of tlme at mlnlmal costs.



~fail to develop a clear idea of the results they desire.

'serving'does not, indicate how much work the Social Service‘Staff is doing.

,"work unit"” measure may appear to. be toeo abstract to be useful.

- it is recommended that effort be initiated to establish such a unit of measurement

work units.and match them with the caseworker staff at each CWA and enter the

" data in)a table such as the following:

48

‘While standards themselves can be both confining and threatening, -they -
should be an important element in each CWA's management control process;
. Without established standards or "pars", a CWA may oterreact to minor
deviations or fail to react when deviations are significant. They may also'

To be meaningful standards must be appropriate for the specific circum-
stances. For example, receiving 200 client complaints in a month when the
agency is in the process of relocating is probably not as significant as
receiving 50 complaintS‘in a month when everything shouid be functioning
smoothly. ‘ , . ,

Standards also must be flex1ble to adapt to changlng conditions. For
instance, a caseworker who is an above-average performer should,have his or her
caseload adjusted accordingly;' Normaily, the process involves three main
activities as follows: ' o

- 1) . Establlshing Standards
Must be in meaningful terms and then must be accepted by the individuals

2) ;MEasuringpPerformance

‘This is an ongoing, repetitive process, w1th the actual frequency
- dependent on the activity being measured,
3) 'Does Performance Conform to Standard?

If yes, then the manager may assume "everything is under control" (It
s then, of course, necessary to continue measuring and monitoring
Aperformance);. If no, either the operations or the standard needs some
_ corrective action taken.
There have been attempts to establish caseWorker:,client‘staffing ratios
(explicit‘standardsi.. Knowing how many Social Service clients an agency is

Because there is no rigid uniformity of workload distribution throughout
the CWA's, a.common - denominator is needed to measure the output A composite

In addition, because it can be subJectively "welghted", its accuracy is
open to question and therefore diligence in 1ts development must be exercised.
However, agreement on a comp031te work unit 1s definitely poss1ble and

In this example, we assume that such an agreement has been reached among
the CWA's and there is now a uniform "work unit" for direct services.
The first step would be to convert the-outputs-of each CWA into uniform

involved. The methods of measurement should also be accepted and accurate
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Using the data in the above table, a control chart similar to the one on
page 61 could be constructed using the Ratlo of the Actual Units Per Worker for
each CWA to the Statewlde average (3 l6) 1n thls example or a Regres51on Line
- could also be drawn—-u51ng the data in the table to produce a scatter dlagram
and flttlng the regress1on line to note the deviations from. the average.

While either approach produces useful and 1nterest1ng data, it does not
in itself conclu51vely indicate elther overstafflng or "under-productlon"

It does, however 1dent1fy s1tuatlons where these condltlons appear to exlst ’
and warrant investigation. ' -

If over tlme we contlnued to gather thls type work unit data, ‘it 1is
expected that there would be a general "drlftlng" toward the Statewide average
and, w1th time and effort, this could eas1ly become an operatlonal standard-- '

’accepted by ‘both the employees (and unions) and Management

‘ ~Often, attempts to 1ntroduce standards in 3001al serv1ces are greeted w1th
'the obJectlon that there is little or no homogenelty among cases and clients, that
each is dlfferent Whlle this may be true, this should not suggest that there.
‘is so much heterogenelty that standards cannot be set nor that a w1de array of
- standards would be necessary, 1f they were introduced.
- As 1nd1cated earller whenever an attempt is made to introduce standards it
"1s usually accompanled by expllc1tly or 1mp11c1tly made assumptlons that the
'worker act1v1t1es or. tasks are 1dent1cal or contain suff1c1ent main aspects of
1dent1callty. Thls then.assumes that there are relatively feW»unlque.or distinect
classes of cllentuandvactivities problems. All common caseworker activities are
considered to take approximately the same time. For example, intake and,screening
ete., activities should take‘the'same length of time.irrespective of what the
: client's problem is. (This does not mean that once the serVices begin, each clien
will requlre ‘the same amount)., It merely means that there is a falrly constant
perlod of time" requlred for certain common act1v1t1es,}1rrespect1ve of the cllent'
presenting problem. .The index for thls act1v1ty could be the worker's time per
client or the client-contact time. B, o ‘ .

~ The other assumption that.is made is that there is no homogeneity‘in the
services provided to'the‘clients; That 1s, ‘the amount of resources consumed by
the cllent is a functlon of thelr own unlque need by type 1nten51ty, urgency,
vetc. Because of this, u51ng c11ent-contact tlme is not a meanlngful index for ..

use-as a standard of output ‘ One approach which offers the potentlal of fa0111tat'

the development of standards in this aspect of worker activity is the design and

appllcatlon of a weighted comparable ‘output unit, Those»famll;ar with manufacturln

- or production management‘will recall that these’industrie3~had to face a similar
fproblem'and‘developed”eQuivalent units when they were attempting to measure the
© production of non-homogeneous items. '




‘ As w1th prlvate 1ndustry, 1n 3001al serv1ces, we would have to begln w1th
 ‘the productlon--l e., ‘the cllents and’ the servlces. Beglnnlng w1th ‘the assump-'

~ tion that there 1s a relatlvely large amount of" commonallty 1n the cllent
problems, i.e., even recognlzlng the dlfferent variations that may ex1st w1th1n_'
the main, the CWA's offer only a spec1f1ed range of soc1al serv1ces. From this

it is no mean feat to infer that the CWA deals ‘with a relatlvely small number of -
1dent1f1able and addressable problems. Although there may be minor varlatlons, -

there is an array of common problems and common serv1ces, con31st1ng of some

’,standard procedures.- Thus, although the act1v1t1es of a caseworker may be .

diverse, they are’ known to the agency. The agency must begln with a llstlng of

the varlous common act1v1t1es, then construct a standard unit of measure for one com-
mon’ act1v1ty and- then develop a llstlng of all act1v1t1es expressed as a relatlve
measure of this common act1v1ty. In addltlon to the serv1ce act1v1t1es the cllents

should also be welghted 1n recognltlon of the fact that the tlme spent on a -

. service episode is a functlon of both the serv1ce ‘activity and the cllent or

E case type. For example 1f there were 4 types of cllents A B, C, and D w1th
c taklng twice as long as D, and B tw1ce as long as c and A twice .as long as B
we could construct an equatlon express1ng the equlvalent workload on a worker and.
~compare it with another worker . as follows. Assume one worker w1th 12 cases, 37*
“each of A, B, C, “and D. Beglnnlng with D, whlch we would a331gn a value of 3 ' ,
(1 for each case), for C it would be 6 (2 X 3), for B it would be 12 (2 X 2 X 3) for A
it would be. 24 (2 X 2 X 2 X 3) Total equals 3+6 + 12 + 24 = 45 p01nts for the
first worker. "The second worker would have 12 cases as follows° 14, 1B, 2C and 8D.
This yields 8 for D 4 for C, 4 for B and 8 for A, (8 X l), (2 X 2), (2 X 2 X 2)
_ 24 points for the second worker., - . R
 Thus, using this Comparable Welghted Output Unlt we can see that the first WOPk- IR

er 1s} carrylng a workload Wthh is the equlvalent to 1. 88 tlmes what the “second .
worker is carrylng. I o _ B R

' Mathematlcally, the equatlon (or formula) can be expressed as follow3'

Caseload :S Case types X Relatlve Welghts :
| Detxre. o |
Once the: standards have been set 1t 1s relatlvely easy to complete compara- d‘

tive evaluatlons agalnst the standard Of course, it is not that easy to develop

the standard in the flrst place. The above concept although undoubtedly very -
tlme-consumlng and dlfflcult to 1mplement is. nonetheless 1ntu1t1vely appeallng. S
It has many potentlal beneflts assoc1ated w1th 1t For . example it could fa01l-b
1tate the more equltable dlstrlbutlon of workload and the a351gnment of new cases.;“
In addition, it could ‘also. be used to 1dent1fy and reward the more productlve
'workers.l It would also facllltate plannlng and allocatlon or worker tlme and
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other agency: reeourees; By u31ng ‘'standards set 1n partlclpatlon w1th the workers,
‘there should be little or no difficulty in havlng the workers accept the standard as
fair and obJectlve.r One more thing, the use_of_standards will also provide
feedback to the workers who, like all employees, wan£ to know how they are per=
forming, in the absolute and in the comparative Sense;= Without this feedback,
they will be unaware of how they are really doing. '

| The follow1ng is an example of a form whlch could be used as a source
document 1n reporting and monltorlng worker act1v1ty by cllent, purpose and
results.' We have 1ncluded thls table as a suggested approach for use in -

.casework act1v1ty measurement




Daily Time Log

Date:

Field Contact

€5

Worker:
TOTAL |
, } TIME . » - - .
START END ‘ (Min.) ACTIVITY WITH WHOM =~ PURPOSE ACTTONS/NOTES -
Entér the beginning and ending time ‘ ACTIVITY CODES. v o
for each separate activity ~~ . 1 = Individual Counselling EEEELJQﬁEE : FURFOSE :
. C = Client Conference " Enter client name, - -Indicate the purpose .
. Next enter the total time in minutes TP = Telephone Conference case No, (if appli- - of your activity.
- involved in each activity IR = Information & Referral cable) and/or type ' ' o
v A R - W = Writing correspondence, of ‘client. o
Using the codes in the next column, reports, etc. - ACTIONS/NOTES ‘
indicate the type of activity. ‘g = g?ﬁii??l??icit?;ovision Briefly indicate the actions taken
e ‘ T ) ' and the results or accomplishments. = -
0 = Office Contact : R
Fi.=
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© " OTHER ANALYTICAL TEcHNiQUEs. |

_ In many 1nstances analys1s of Government act1v1t1es is more dlfflcult ,
' than analy21ng act1v1t1es in the prlvate bu51ness sector. In prlvate bus1- -
ness they can normally a33001ate costs w1th outputs. Us1ng the accrual |
accountlng method bu51ness managers can measure ‘the resources used durlng .
a spe01f1ed period of time and compare them w1th thelr output--normally sales"
_or productlon--durlng the same tlme perlod e SR
' In the Prlvate Sector, managers have become more proflclent at dlS- :

tlngulshlng relevant from 1rrelevant costs.4 ’ . _

The absence of the sales or marketlng env1ronment, along with the -
: absence of the 1ncent1ve, compllcates cost analys1s in. governmental operatlons.

Rather than having a market to prov1de the government manager w1th
dlrect dollar comparlsons, the reportlng/record-keeplng systems substltute
- for sales or productlon records. The effectlve use of tax money (Federal
' State or Local) to meet a publlc need is often dlfflcult to establlsh
espec1ally 1n ‘social serv1ces, s1nce there is. no system for the cllents or o
the consumers to record their satlsfactlon or dlssatlsfac1ton. Thus the;"v
budget process - serves as the vehlcle for asse331ng the relatlve value of one- »
' program or serv1ce act1v1ty compared w1th another. Thls relatlve/comparatlve '
evaluatlon process creates an env1ronment that fluctuates between uncertalnty o
and risk. If a program manager, (CWA Dlrector, etc ) cannot demonstrate B
_ quantltatlvely what has been or w1ll be accompllshed w1th the requested future
- resources, he or she is at rlsk of 1031ng already serlously llmlted funds. p»
Some techniques of ana1y31s which. could be used in. CWA operatlons are'a

‘ Comparlng the planned and the actual output--measurlng the dlfference

and the percent accompllshed (actual planned) ’ '

~ For example--lf a CWA begins w1th 1ts total service plan for Homemaker
hours.r (Assuming the hours have been planned on a monthly ba51s and the
_actuals are recorded monthly, rather than merely measurlng how much output
;has 1ncreased (or decreased) although thls 1s of value ) '

“TABLE 1
Homemaker . | Jan. | Peb. | Mar.
: Hours (Actual) i 90:ﬁ' 1 95 ‘100

» By comblnlng thls actual w1th the planned output--the 1nformatlon
increases. Assumlng that a constant Homemaker Hourly:level of 100 hours o
v per month were planned the CWA could construct a table such as Table 2'7
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" TABLE 2

Jan. | Feb. |Mar. |Apr.

Planned Homemaker Hrs. | 100|100 100  |100

Actual | | 90 95 |100
Difference 10 L 5 0
% Actual of Planned | 90 95 |100

Now we see that not only have the actual hours 1ncreased each month,
but also that the actual output ‘which was 1n1t1ally below the plan, flnally
- reached the planned level ,
Iif, .on the other ‘hand, the planned and actual flgures were as follows,
we: would not conclude 1ncreased or 1mproved performances. -

TABLE»B

Jan. |Feb. |Mar. |ipr. |

 Planned Homemaker Hrs. | 100 |110 120 130

, Actualjuomemaker/ﬂrs.' 90 | 95 100

,leference ' -10  |-15  |-20

% Actual of Planned v'90 86 83

Thus, although the monthly increase in actual homemaker hours dellvered,
"rather than improving, thls agency was really falllng further and further
behind the planned output
One of the more attractlve features of this analytlcal approach is

that it can be done without using any statistical techniques. While it
appears to be somewhat elementary, it is a very effective and‘valuable
analytlcal tool

‘ Comblnlng actual costs and actual hours for this Homemaker act1v1ty
prov1des even. more reveallng 1nformatlon._ ' ' ‘
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TABLE 4.1
_COST (Dollars) .

Jan.| Feb,. | Mar.. | Apr.
Plammed $ 1,000 | $1,000(3L,000 |
" (Cumulative) (1,000)| (2,000]}(3,000)
Actual . 1,000 1,000} 1,000.
(Cumulative) (1,000)] (2,000}(3,000)
Difference = 0 0o | O
% Actual of - R
Planned 100 -°100 | - 100

- If the manager.merely examined the actual vs. planned costs, they would
conclude that operations were proceeding according to plan. However, the

actual hours delivered show an unfavorable variance from the planned output.

TABLE 4.2

OUTPUT (Hours Homemaker Prov1ded)
- Jan. | Feb. Mar. Apr.
Planned 100 100. 100.
(Cumulative) (100) | (200) [(300) |
Actual v 100 - 95. 90.
(Cumulative) (100) | (195) | (285)

| Difference 0 | -5 -10 b

% Actual of - ' . R
Planned . 100 .95 90 |

In this example, actual hours fell below the planned output.level, yet,
the costs did not also diminish consistent with the reduction.in actual hours's
provided; | ‘ v -

This is 'the type of management information which should be promptly
brought to the attention of the Program Administrator, or Director; ‘Unplanned,
unfavorable deviations should be investigated promptly.‘ ‘ ’.‘v 7 o

As indicated earlier, in the comparatlve analysis of CY'81 operatlons,
because we did not have actual output data, we used Budgeted and Actual cost
data 1n a "Key Indlcator" approach Whlle such an approach can be useful
'1t pales 1n comparlson with an approach that comblnes program output and cost
Much of an admlnlstrator s focus consists of understandlng when and why dlS-
'proportlonate varlances occur and determining Whether action is 1nd1cated and
if so, what that action should be, o o , ) o

' For too 1ong CWA operatlons--ln fact in most 8001a1 Serv1ces operatlons--
the empha31s continues to be on relylng on. cost records as a surrogate 1ndlcator

of program performance,
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Since Social Services does not really produce a recognizable'"end product",
~output statistics‘arevnot always readily collected nor available in most CWA's.
If it were avallable, the approach employed in Tables 1 - 4 which demonstrates

- an analytloal ‘technique for monltorlng performance (output) over tlme could be

‘used. By ‘tracking and measuring the costs and the outputs independently, the

- two trends can be compared to see whether they parallel each other or divefge;
Some administrators prefer a graphic approach over a tabular one. They

flnd ‘that a graph prov1des, at a glance, the necessary 1nformatlon. For

- example Tables 4, L and,4_2‘could ‘be graphed as follows.
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Other graphlc approaches 1nclude Percent of Actual of Planned
cumulatlve cost and output totals, and one other more frequently used

fapproach is the Ratio of Actual/Plan--for both Costs and Hours Prov1ded,'
:'Thls approach can be done arlthmetlcally, i. e., by establlshlng an
‘ approxlmate range--for example lO%--above or below the planned level--
w1th1n ‘which the monthly results are expected to fluctuate.
’ Thls approach can. also be done statlstlcally,by -using +2 or- +3

fstandard dev1atlons from the mean to represent the upper and lower llmlts '

(the range) - The’ ch01ce of the spec1f1c percentage llmlts in thls type

‘ a:of‘approach 1s a functlon of expsrlence and judgment.

The following is an example of such an approach:

'tTABLE 5

~Jan.| Feb.| Mar. |
| |Plammea 3,000 1,200 1,100 |
Jeost | Actwal | 950 1,250 1,300

Ratio-Actual/Planned| 95| 104| 118

- :Plannede:' | 100| 120| 110

OUTPUT - Actual SN gp 130 . 85 1

v’;sRatlo-Actual/Planneduv‘!igo-' wsl el
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The area between the two limit lines form an area of allowable varia-
tions. Whenever a monthly ratio falls outside this area, the administrator
is alerted to the "exception;" This is why this technique is sometimes
known as "Management‘by Exception." The Management by Exception principle
suggests that the Manager should be informed about an operations' progress
only if there is a significant deviation from the plan or standai"d° The
manager can then concentrate fully on the problem situation. If matters are
proceeding as planned (or with only minor deviations), there is no need for
the Manager to be informed.
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The analytlcal technlques descrlbed earller can be supplemented by other
technlques for analy21ng the relatlonshlp of costs to outputs over a range of
outputs. These ‘techniques help draw conclus1ons essentlal to a W1de range of‘»‘

management decisions. . , , .
If an admlnlstrator can match cost and output data for a partlcular time =
perlod ‘these two numbers can be related graphlcally. ' , o
The. graph will show output--unlts of serv1ce--along the Horlzontal axis.
Costs in dollars are shown on. the Vertlcal axise :
For example,- 1f a CWA purchased 100 units of service (output) and used
$100 worth of resources in doing that, both the cost and the output would -
be graphed as follows . ' R ‘

| | 200
- COST | B
(Dollars)  100mm—m ey
: !
| B
- 0 i L
T 200

OUTPUT (Units ofvSefvice)
With no changes in. c1rcumstances thls flrst p01nt glves us a "flx"’
on ‘what it ¢osts to prov1de 100 un1ts of a serv1ce.
Note:  This is the only information it supplles--lt does not supply what
total costs would .be if the agency's caseload (output) changed dramatlcally,
" It does enable the admlnlstrator to v1suallze the agency s expectatlons.

. If client caseload (and units- of services purchased) 1ncreased the 7
expectatlon would be that the change in costs would be proportlonal to the |
change in units purchased (output). '

Th1s could .be ‘graphed as follows w1th the SOlld llne through the orlgln

showing the expected relatlonshlps.

300

COST

aE 200
(Dollars) .

100

100 ’20(.)‘.‘5.' '30‘0 . “ V S
OﬁTPUTT(Units‘of,Seruice)‘g':d



,1'iseveral dlfferent levels of output.

If there occurred an’ unusual surge in demand for thls serv1ce for,
say some unexpected "problem cllents" then’ the cost/output p01nt ass001ated
, w1th thls unusual load may not fall on the expected cost/output llne. If*"

,there is any type premlum cost 1nvolved the actual cost/output p01nt would
:; fall above the llne. If the output increased from 100 to 200 unlts, and the
: costs rose to $300 the graph would look as follows.

AcTuAL.,,

cosT . gL 2

(Dollars)

100

~ ouTPUT (Units of Service) B

v Thls d1vergence of actual from planned or expected costs could pos31bly
be 1nterpreted as suggestlng an operatlng problem. Qr, 1t,could_merely ;ndlcate,
| that the expectatlons were unreallstlc. S C | ‘
’ In order for a CWA to predlct how much 1mpact a’ new or expanded serv1ce C tl
a,'w1ll have on costs, cost/output observatlons must be avallable for each of |
These may be drawn from the CWA's own records over tlme. Recordsvkept
’_over a- relatlvely short span of tlme may prov1de ‘the CWA w1th data show1ng the -

actual costs for Purchased Serv1ces ‘or Dlrect Serv1ce(}1nclud1ng allocated costs]

:’~"assoc1ated w1th a varlety of dlfferent outputs as fOllOWS' B

i TABLE’C 3 | |
BN | | - Jam, :'Feb; : | Mar.'fi'l‘Apr;
"'OIJ:'I“PUT"'(Un:its')"" 'f 4‘660’-'" 5,000 | 2,000 | 3,000
COST (Dollars) 36, ooo '46‘600 19,000 | 27, 000

Armed w1th thls type of data, the admlnlstrator could determlne W1th

some- k

' rdegree of confldence how the cost of the units of servzce was related to the

levels w1th1n the 2, 000-5 000 unlt/month range.;

Determlnlng cost/output

'relatlonshlps over the relevant range 1nvolves only simple arlthmetlc..’

The first step in thlS comparlson 1s to convert these costs into average

'jcost/unlt for each month as follows
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Jan. Feb. " Mar. Apr.
OUTPUT (Units) | 4,000 5,000 | 2,000 | 3,000 -
COSTS (Dollars) | 36,000 | 46,000 | 19,000 | 27,000
"COST/UNIT 9.00 9.20 9.50 9.00

Since Costs/Unit were lower in some months than others and since the;
assumption is that the change in‘Volume:(units) is the only significent |
change that occurred from nonth to month and that no addition was made to
the agency's service capacity, it is clear that the agency prov1ded ser-
vices more efficiently at some levels than at others, The prec1se relatlonshlp
is hard to visualize from this monthly format. | ‘

Once again, a graph would permit a quick assessment of the relatlonshlp,

as follows
COST PER.UNIT ‘ ""'
o e ) - e s . n .
lOOO ' 2000 3000 ~ 4000 ~-. 5000

OUTPUT (Units of Serv1ce)
Per Month .

It is clear that the lowest unit- costs were ass001ated with output
ranging from 3, OOO -4, 000 units per month.
smaller caused the unlt price to. increase.

Workloads elther larger or-

Whenever an average unit cost curve
takes a "U" shape, it 1nd1cates that the agency in questlon has a "best" or
low-cost rate of .operation for its present capac1ty and operatlng at any other
1evel--e1ther hlgher or lower--w1ll cause each unit to be more expens1ve.

The data could pos31bly ‘have produced a different sort of a curve, a "V“
shaped one or.a level one, or one sloped up or down the entire range of _
_observatlons. B ' | '

Mostyoperetions when plotted, would produceve "U“ curve, indicstingu
that they operate more efficiently around their desighed wobkldadvlevel,
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/Some'agencies cannadjust their'aCtivities (and‘costs):tO’higher or lower

~workload levels more'easily thanhothers.‘pwhen an agency has a given capa-

city which permits but oneaefficient’level'of"operation, the curve may be

nyn shaped so that . costsvat7any other'level quickly becomeﬂprohibitive..:
Each agency (1nclud1ng prov1ders) management should analyze the data

for thelr agency over the relevant range. of outputs so- that they could

- identify expected cost 1mpact of proposed or newly-enacted programs.

- Most management decisions involve changes from some existing 1evel--':}
the analysis Wthh focusses on the changesis sometimes called Incremental
'Analys1s because it is concerned w1th the "1ncrements"--the addltlon tom-
or subtractlons from the current or ex1st1ng level ' , ,

‘Another term for it is Marginal Analy51s--1nd1cat1ng that ‘these de01s1ons :

~are made--at least in pr1n01ple--"at the margln"--plus or minus=-one unlt
(In actual practlce any changes in an ong01ng operatlon are rarely cons1dered
one unit at a time). ,' . ‘ .

The average un1t cost approach (Table C) enables a manager to predlct
’ the cost 1mpact of an 1norease 1n the client caseload for this: serv1ce., The: ,
‘agency had a service level of 4, 000 unlts (of a specific- serv1ce) in January. .
VIf this increased" by 1, 000 unlts to a new monthly output of 5,000 unlts 1n
February, the average cost curve shows that the average cost would 1ncrease from
- $9.00 to $9 20--but the total costs 1ncreased $10 000. - Thus, each -additional -
unit costs $10 00. . { ," o

~ Is the l 000 additional unlts of serv1ce worth the cost? That isa

questlon that must be addressed in the context of other program prlorltles
: and the flex1b111ty to select an alternatlve approach ‘
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BUDGETARY AND NON-BUDGETARY METHODS OF CONTROL

There are a number of basic concepts and methods that are widely used B

in management decision-making for planning andvcontrol. 'Budgets\are‘thei

formal statements of the financial_resourcesfneeded for completing the epecific
activities of the agency in a given period of'time; in the case of the CWA's,

the period is the calendar year; Budgets afe the most widely used means for
planning and controlling activities at every level of the agency. The budget
1nd1cates the expected expendltunes and the expected funding levels for the
entire calendar year. Because they convert the entire agency s activities 1nto
dollar terms, the budget can be used as a common denomlnator for a wide variety
of activitiee, for/planning staff expansions or contractions, training equipment,
purchasing, etc. They are also used ae’an'integral part of the CWA accounting
process, covering all the CWA's act1v1t1es ‘ina partlcularly comprehens1ve,
convenient and flexible controlllng format ’

The first step in their development begins with a question as to What is
expected for the coming year; Next the expected inflows (funding) and outflows
(expenses) are determlned and evaluated to ascertaln if they are in balance.
Before this equlllbrlum questlon can be answered, the agency must complete -a
detailed analy51s regardlng its planned activities for the coming year, the
associated costs of these activities and match them to the various resources
which can realistically be expected for the coming year. (See the follow1ng
illustrations: Program-Budget/Management Phases and Intra-Relatlonshlps, Matrix
- for Good/Poor Budgeting and Zero-Base Budgeting--lnstructor's Material for -
Management 205, Brookdale Communlty College, Lincroft, N J., Author Unknown).

(In the case of a s1ng1e source fundlng an agency, the problem is less dif-
ficult. However, with the advent of resource limitations, many if not all agen01es
are ‘expanding their hOPlZOHS to increase the funding avallable to the agency. One
such method which has apparently 1ncreased in popularity 1s the use of client fees.
It is the only method which promises a potentlal,double benefit: -it benefltsrthe
agency because of its monetary contribution; It also benefits the client--at

least it has the potential of doing so based on the premise of presumed thera-
peutic valoe to the client of paying at least part of the costs of the'servicela

In privatev(for profit) industry,,there is an approach calledlthe Cost=-
Volume-Profit analysis; It employs a fairly well-known approach called'a "Break- .
even Analysis". This is a nsefultapproach Which can be,employed to study the‘]
relationships among activity volnme;'variable costs, fixed costs and profit. |
'In government, in'the'absence of the profit‘factor, we would need tovSlightly'
revise thlS analytical model for our purposes._ What is needed 1s a "Cost-Volume-

' Fundlng-Analy31s" Ve could employ thls approach in pretty much the same manner S

‘as is done in prlvate 1ndustry.: The‘flrstvstep_ls to dlfferentlate the agency s
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‘ various cost categorles 1nto fixed and varlable costs.  The combination‘of these
two produces the total costs of the agency, at any given level ~(We say "at aﬁy[
~ given level" because the variable cost element does just that 1t varies w1th ‘
the volume). ‘ ' : )

The next step is to analyze the 1ncome, ; €., the funding, the revenue
from fees and any other source. For many years, the fundlng side of the equation -
has received the most attention because it is often the result of controllable
or partially controllable elements. More recently, with the limitation of fundlng,,f
the Program Managers have ‘had to begin more closely examlnlng their serv1ce ‘
act1v1t1es (and volume). Thls 1s espec1ally true when we recognlze that expans1on
(or even service continuation in times of 1ncrea51ng costs) of serv1ce can incur
more costs without necessarlly_resultlng in increased 1nflows of revenuev(fundlng)..
Thus, the CWA in their budget preparation must exercise great,skill in’antioioating'
both inflows and outflows. Borrowing from the breakeven analysis, we'c0uld con=-
struct a,breakeven-graph‘for;an agency by graphing,the total serVicesLbudget-on
the vertical axis and the service volume on the horizontal axis. Where the costs
and'revenues-intersect'is the breakeven point for the agency, as follows:l

 THE VARIABLE AND FIXED COMPONENT OF

TOTAL COST
n
o~
<
[
[
3 — |
- VARIABLE COMPANY - TOTAL
= ' : o © COSTS
e
n
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FIXED COMPONENT
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VOLUME IN UNITS



"‘outstandlng POS bllls, etc ). Normally, these expected costs are set at the level
“.'commensurate with that of the fixed costs.» The other (varlable).cnsts are in-v

COST - VOLUME - FUNDING GRAPH
: (Breakeven Analy31s) '

TOTAL SOCIAL :
RESOURCES

R SERVICE COSTS . 3
' ToTAL WA SocTALl - | NEEDED FOF
 TOTAL. CWA. SOCTAL — SERVICE |
- SERVICES BUDGET o N EXPANSION
| N TOTAL SOCIAL ' PAST B.E|

SERVICE REVENUES./ POINT

'
!
-
»
BN |
{]

ol 4 &—B.E. Point
Social oL

" Vo v
~ Services - v lume:

| Infthejabove,graphrue assumed that the sole source of funding was the

~ Social Services allocation'as'budgeted We also assumed that there were no =
‘other revenue other than the requlred 25%. county match Thus, the revenues appear
“as a horlzontal llne 1ndlcat1ng that they ‘are: flxed for the entlre perlod Note o/

':c}'how the cost llne does not: begln -at zero. ThlS 1nd1cates ‘that the agency is start- [

flng the year already commltted to certaln expendltures (staff salarles, rent,

curred consistent with the service volume. Observe the shaded area. Any’act1v1ty

ngbeyond the Breakeven (B. E ) p01nt would result 1n non-relmburseable expenses (i.e., |

a. def1c1t s1tuat10n). Thls area also 1nd1cates the addltlonal revenues needed to
e.meet that level of serv1ce activity us1ng that service strategy and mix of serv1ces.
The dotted line 1nd1cates the breakeven p01nt Atvthls level of serv1ce‘volume,r.

~the revenues exactly cover. the total costs.l:'j' . u |

At any volume level above the B. E. (Equlllbrlum) p01nt would requlre addltlonal

: "esources. At any volume less than the Breakeven P01nt would 1ndlcate slack
or 1dle resources.
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"OTAL CWA SOCIAL
SERVICES BUDGET

TOTAL SOCIAL
-SERVICE COSISy

ORIGINALJ )
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- NEEDED' FOR

REVISED MAINTAINING

. s 'SERVICE LEVEL -
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The above graph 111ustrates the 1mpact on - the breakeven p01nt of a
reductlon of the volume to agree w1th the new equ111br1um p01nt A;fu“
31tuat10n such as thls, or a s1tuat10n w1th flxed revenues and an - Nr
1ncrea31ng cllent demand condition requlres that the Program Manager hi
consider some other alternatlves. -The breakeven p01nt tells. the Program
Manager Jjust how many cllents can'be served under the ex1st1ng (planned)
approach The Program Manager has three alternatlves open: (l) to try |
to raise revenues, (2) to try to reduce flxed costs, and (3) to try to
reduce variable costs--or some comblnatlon thereof Perhaps more serv1ces

v:‘can be purchased and some staff vacanc1es frozen or fewer staff employed
If the fixed costs could be reduced then a larger portlon of the: revenues
v ould be dedlcated to meetlng the varlable costs of serv1ng addltlonal 'v,
, cllents via POS.. Whlle a Program Manager may 1n1t1ally con31der staff ;i{f
reductlons, there 1s a p01nt at whlch thls 1s no: longer reasonable ‘that 1s,
' there are deflnlte llmlts to this partlcular strategy.v The three optlons

-outllned above have deflnlte llmltatlons.



(3

o " ORIGINAL TOTAL
s SR ~ S0C. SERV. COSTS
CONEW

~~ . _~"REVISED SOC.
o SERV. COSTS -

- TOTAL CWA SOC..
~ SERV. BUDGET

Former ,//%7 VOLUME N\ New B.E.
B.E. P01nt - ‘ S ¢Point
- Thls graph 1llustrates ‘the- p0351b1e 1mpact of rev1s1ng the serv1ce mix
. to max1mlze ‘the serv1ce volume. The dotted line indicates the new cost functlon.
Note how the volume 1ncreased to the new equlllbrlum p01nt
-~ Like a Balance sheet in ‘the’ prlvate sector, these cost-volume-fundlng
,"graphs prov1de a "snapshot" of an agency' s act1v1t1es. -Once the Director has
 decided on a course: of actlon, the budget will begin- to be developed Keep inv
"mlnd “that one of the cornerstones of the budget document is the detalled
R fanaly81s of costs, fundlng and volume. This CVF/BE method prov1des a thorough
. but almost 1nstant broad plcture of the adequacy of revenues v1s-a-v1s expected "
serv1ce volume.‘ " B ' ' o
The CWA completes two budgets one a 11ne-1tem budget and the other a
'_prOgram budget Whlle the line-item format is ea31er and more functlonal for
-;accountants, 1t has little or no meanlng or value to the Program Manager who '
is 1nterested in seeing these cost categorles expressed 1n program format. -How
Vimany services of what type to whom? The optimal approach would involve v ’
H' :beglnnlng the process w1th a program budget whlch would then be’ converted into
' a line item format for the accountants to use. Thls would also be the most
loglcal approach to take sort of a "bulldlng block" method. Starting with '
- the line item budget and ‘then constructlng the program budget suggests that
-the approach is set and only the service strategy and mix can vary.‘ The other
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"way, beglnnlng w1th the program budget suggests that the agency is 1ndeed

."serv1ce-or1ented and 1s beglnnlng w1th 1ts estlmate of the cllent need and '

the best way - (lowest cost, maxlmum amount of serv1ces) Wthh are expected

rto be prov1ded -and will structure the approach to meet the cllent need 7
Budgets prov1de a hlghly effectlve means for controlllng the allocatlon i

and'use of - an agency s resources.‘ There are, however, some act1v1t1es that :

"are not’ 1deally sulted for control v1a budgets.; Budgets are not effectlvely

used in controlllng new serv1ce mlxes and strategles Whlle ‘they can -

festabllsh measureable standards for spec1f1c parts of the agency, they are

not always as useful in the monltorlng the financial performance of an

agency, at least that is the s1tuat10n in prlvate 1ndustry. Most experts _

;:,agree that no 31ngle unlfled method of control has yet been developed for -

all: organlzatlonal act1v1t1es. There are simply too many types of act1v1t1esvl>:>d

'1n an agency, each requlrlng a dlfferent form of control for any one. system _»v'

to be effectlve., The common practlce has been for managers to de31gn the1r
‘_own controls. Bas1cally, budgets and flnanc1al statements are prepared for
accountants by accountants.“ There are, however other tools avallable to the
' non-accountlng manager for measurlng and controlllng agency performance.' Us1ng"
_ the technlque of ratlo analy51s -the- manager can extract 1nformat10n about the
agency s performance wh1ch w1ll allow a meanlngful program evaluatlon.,Twe
_‘employed a s1m11ar approach in the beglnnlng of" thls publlcatlon when we .
1ntroduced the use of "key 1nd1cators" and- proceeded to analyze them 1n a
comparatlve format Another non-budgetary method of” control is the audlt,
_speclflcally, the compllance and the Operatlons audlt or management audlt

Whenever the term audit (or audltor) is used it conJures up- scenes of grlm--t EART

- faced accountants palnfully studylng accountlng (and tax) records normally
in a threatenlng env1ronment Audltlng has, of course other uses. The otherf n
_vuses range from prov1d1ng an oplnlon on the honesty and. falrness of flnan01al5i_

- statements to helplng management 1n 1ts dec151on—mak1ng actlvltles. The aud1tff7 :

-of most concern to us in this sectlon is- the operatlons or management audlt
'Its 1ntent 1s to prov1de a broad detalled evaluatlon of the agency, much
-broader and more detalled than elther external or 1nternal audlts. Its prlme :
purpose is to appralse the agency, spec1f1cally the performance of management e

and that of the organlzatlon., Because thls is a very tlme-consumlng act1v1ty,}¥

B . done properly, 1t usually 1s not done- more frequently than every 3 - 5 years.v*x

i:Among the advantages of the- management audlt 1s that 1t requlres (and entalls)?rj

'a systematlc recons1deratlon of the goals obJectlves and dlrectlon of the }faf"'



'[agency.. The more effectlve ones are deflnltely future-orlented, Just as
: management must be’ future-orlented ’

- The last non-budgetary method: of control 1nvolves Project and Program

‘P1Control Technlques 1nvolv1ng Network and Chartlng analysis. The best known
- of these is the Gantt Chart (developed by Hénry L. Gantt, an ass001ate of

. F. W. Taylor) The Gantt Chart is a graphlc control method for a prOJect with

o a spe01f1ed completlon date .such as a program budget completion and subm1s51on‘

nprocess, The process or proaect 1s broken down 1nto separate tasks or ass1gn-

- ments‘=and estlmates are then developed about the amount of time needed to .

complete each task The chart also 1ndlcates an estlmated completlon date for‘

7 ‘each task in order to meet the flnal completlon date.‘ Followlng is arcopy
" of a Gantt Chart for an alrcraft manufacturer.f The- apprOach is the same

o 1rrespect1ve of the SpelelC agency or organlzatlon under cons1derat10n

and/or the product or serv1ce 1nvolved
' Wh:l.le Gantt charts are approprlate for use in a serles of unrelated
act1v1t1es of a s1ngle process or prOJect Network analy51s prov1des the

> necessary approach for deallng with. the 1nterrelatlonsh1ps among act1v1t1es or’
events. This 1s partlcularly 1mportant 1n those 1nstances when the- successful‘

Q;'completlon of one actlv1ty is dependent on the successful completlon of anothe

’,.act1v1ty. There are two maln forms of network analys1s PERT and CPM. - They
'*'were both developed around the same tlme (around '57-'58), although 1ndepend-

’lently of each. other. PERT, which stands for Program Evaluatlon and Review
Technlque was developed for the U.S. Navy in connectlon with- the Polarls
_”’weapon system and is. credlted w1th reduc1ng the completlon time of the program
*g{by two years. CPM whlch stands for Crltlcal Path Method was developed- by
“DuPont 1n order to fac111tate 1ts control of large, complex progects.‘ Both
' systems are very similar 'in most essentlal respects.‘ The primary ‘difference
'1s 1n the handllng of tlme estlmates._ PERT uses probablllty estlmates (31nce

_ rr‘ilt was prlmarlly de31gned to be used 1n research progects) CPM uses acCurate‘
: - or relatlvely accurate tlmes s1nce 1t 1s usually concerned w1th prOJects that |
. have been operatlng before and the agency has some experlence with the project,

'“f: An example of the phases of the PERT approach used in the manufacture of
an alrcraft and the CPM approach used 1n bu11d1ng a car are 1ncluded for

‘1'1nformatlonal purposes only. . . _ o
We are also 1nclud1ng some other examples of control technlques such as|

ﬁ,the Llne of Balance Chart Task and Bonus Graph and related materlal. 'Since
l'dboth F.W. Taylor and ‘He Gantt were early ploneers and. made con31derable con-

;‘trlbutlons to plece-work and bonus compensatlon systems for plece-work these '

are belng added for informational purposes only.

—
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In many manufacturlng settlngs today, a plecerate or dlfferentlal
rate system exists, Ba31cally, an employee rece1v1ng an hourly wage is
paid strictly for the number of -hours ‘worked and/or the actual .output.
~ The hourly rate often reflects what 1s expected - from the worker' in terms‘;
- of output or respon51b111ty. Wlth this in mind, a company may offer an.
incentive wage in order to motlvate its workers. The 1ncent1ve wage is f—
,calculated by means of a plecerate plan--so much money per un1t produced
Thus, an employee s pay will depend on that person s 1n1t1at1ve. rThe
purpose of the 1ncent1ve plan 1s to reward the better worker and: encourage
the poor worker to ‘become a better one. However, so as not to‘penallze
the slower worker, a minimum wage 1s usually guaranteed. There arera_‘
variety of incentive plans used in bu31ness today. , '
‘The follow1ng graphs deplct the 1ncent1ve systems de31gned by
F.W. Taylor and Henry L. Gantt Taylor developed his dlfferentlal rate
V system.at Midvale Steel Co. ThlS system t1ed a worker s earnings to
scientifically set performance standards for the.Job.< If the worker met'f n
_the standard, he would earn the base rate. If the'worker‘exceeded the stan-
dard, their pay would increaseQ/ The:increaSed'paytrate‘was carefully‘calculated' 7
so that companles would be maklng greater proflts from the 1ncreased productlon,‘ -
at the same time they would be paylng more ‘in wages., Thus, workers were
‘motivated to exceed former performance standards and make more pay.' They dld not
have to worry about being lald-off because the company s proflts 1ncreased
with the increased productivity. - Although Gantt worked with Taylor at»Mldvale
Steel and also at'Bethlehem Steel Company,.he deyeloped avdifferent incentive '
plan._ He dldn't ‘believe that Taylor s approach would really generate much
motlvatlon and thus not be so successful Gantt's approach was as: follows
Every worker who flnlshed a- day s a551gnment would w1n a $. 50 bonus for that
day. In addition, the foreman would earn a bonus for each worker who met the
daily standard, plus an extra bonus to the.foreman if all the Workers made
the daily standard. 'Gantt‘felt that this’would’be more successful than Taylor' s
approach since his (Gantt's) would motlvate the foremen to- traln thelr workers
to perform at a higher level. ' i ' o
All of these methods ass1st in both plannlng and control “however, none
of them is intended to substitute for "hands-on" managerlal plannlng and

control; they cannot replace effectlve management
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‘ Llne of Balance (LOB)
The Llne of Balance technlque is orlented toward ‘the control of

‘productlon act1v1t1es. _Althqugh~;t can _be usedkln such developmental

o progects as thoseylnvolving the brodUCtionfef pnetotypes (pilet, test

- models), it emphaeiZes the extent to which'the planned production of a
quantlty of items is actually belng reallzed Thus, its’Utility in-

7;;pr03eet management is limited. It has ba51cally the same weaknesses as -

‘the other project planning and control technlques 1n ‘that it requlres the
‘ estlmatlon of "percent completlon" of component parts and is more dlfflcult
. to understand than other charts, such as the Gantt Chart (dlscussed earlier).




LINE OF BALANCE CHART ]
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| EXAMPLE OF A GANTT PROGRESS CHART

PRODUCTION OF WIDGETS

[ NUMBER | _TOTAL T weEk EnDiNG

 COMPONENTS | " on | numser

3/|9 

| ORDER _COMi’LETED'l"/"é’f "s'l_ts(’ :l_lzz 1/29 .2/_5.! 2/ ,_/ss 2/26 3/5 3/42

‘| compLeTE WibeET | 1000 | 250

COMPONENT | | 1000 | 1000

e, . oo

compoNent 2 | w000 | 1200 | | | | | | o+ | 1

COMPONENT 3 | 1000 | 800 | | | | | | | |- E

wr—

' COMPONENT 4 | 1000 | = 700 |

'COMPONENT & | 1000 | '250

- [_percent é 25 s 715 100
'START DATE S e
SCHEDULED COMPLETION DATE e
CURRENT DATE = o .

LEGEND r

1
, v .
Emm UNITS COMPLETED o

Instructor s Materlal f‘or' Management 205, Brookdale Communlty College L:anr'oft N.J. , Author Unknown '
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' EXAMPLE OF A GANTT TIME AND EVENT CHART

EVENT TIME

-
-pe
. -

-
L 3
-

o

. -

4

RECEIVE PROJECT v
" APPROVAL |V

COMPLETE PLANS
& SPECIFICATIONS

DESIGN ENGINE
8 FUSELAGE

| MANUFACTURE
" ENGINE

" MANUFACTURE
FUSELAGE

" DEVELOP TEST
" PLANS |

| LONG LEAD-TIME
| PROCUREMENT

| encine TESTING |

..; 3'0"'

'l 1 1 1 '
v L L] - L] i

L 'l 'l . 'S Il
L] v v L) v

TIME

-Instructor"s ,Material fdf Management 205, Brookdale Community Collége,.Lincr'of‘tb, N.J., Author' Unknown
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FIGURE 7-2 Gantt Chatt for Manufacturmg Department

MANUFACTURING DEPARTMENT
' July-December

July

| August;k,

J September_ 1

- Oct'op'er'v

~ November |

December

_ Product A |
- Product B |

 ProductC|

| Procurement

- Procurement

Manufacturing

Manufécturi'n’g '

Procurement - |

__ Shipping

Shtppmg

 &. .

Manufacturmg

Shlppmg

Management, 2nd edition/STONER:

N  Tow |

i Mi'lestdn_é

B8 Accomplishment

 © 1982 by Prentice-Hall, Inc.
Englewood Cliffs, N.J. All rights reserved.




 PROGRAM EVALUATION REVIEW TECHNIQUE
{ PERT)

CPERT-PHASEY P}E'RT-‘PHAS‘:E}._Z, B

TASK IS TO BUILD AN AIRCRAFT | | FOR EACH IDENTIFIED EVENT
" RECEIVE PROJECT APPROVAL B ® | MosT oéTlMiS'rle TIME
‘ COMPLETE PLANS 8 SPECS - - I » (EVERY'“'“NG‘ GOES RIGHT)
DESIGN ENGINE 8 FUSELAGE | | o

| |  MOST PESSIMISTIC TIME
 MFG. ENGINE _ o o @ - (EVERYTHING GOES WRONG)
MFG. FUSELAGE R

DEVELOP TEST PLANS"_-\ || ®  mosT LKeELY TIME

f@@@@@e

;IDENTIFY KEY EVENTS = o . o ESTAB;'LISH"EVENT,T!.MES'_

_PERT - PHAsE 3 . PERT-PHASE 4

TIME
CESTIMATES

) O -osuores A usx o

ESTABLISH A TASK NETWORK v o - ESTABLISH A TIME NETWORK

'Instr'uctor' s Materlal for Management 205 , Br'ookdale Communlty College Llncr'oft,,N .J oy va_uthor' Unkriown o



TABLE 7-2 Sequenco, Predeeessors and Tnme Requlrements of Car-Bmldmg Tasks .

Job I..cmv

CA®IPPOZErA-~"TIOTMMOO®>

Management, 2nd edition/STONER

Start
o Desngn

" Fit Doors to Body Shell

Dmenpuon

Order Specual Accessones

. Build Frame

Build Doors

Attach Axles, Wheels, Gas Tank C
Build Body Shell .
Build Transmission and Drivetrain

Build Engine

Bench-Test Engine

Assemble Chassis

" Road-Test Chassis
" Paint Body -

Install Wiring:

- Install Interior

Accept Delivery of Special Accessories

.. Mount Body and Accessories on Chassls
-- _ Road-Test Car ‘
" Attach Exterior Trim
Finish |

lmmodilu

m«wow;b'w)\‘ B

o
m

Cm O == v NO=NB=WN= é-‘v--‘pﬁq;‘c.

Normol Time
(Days)

(3] OV

[4,]

- ©1982by Prentice-Hall, Inc. . :
-Englewood Cliffs, N.J. All rights reserved. -~
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o Ma'nanément, 2nd edixion/STONEﬂ'

FIGURE 7-3 CPM Chart for Building a Custom-Designed Automobile |

5

Accept Delivery

*Order Special ( ¢ , Q
Accessories - Fit Doors to Paint Install of Specna} .
; : Body Shell Body Interior Accessories
‘Build Body o ‘ ’ —
' (D)
1] 1 '
| (€} ! Install Mount Body and
Wmng Accessories on
1 Build Doors ) Chassis
: 2 Bench -Test |
- - Englne 9 } 0 |
Start  Design™\_ ' ‘Attach  Road-Test Finish-
> 3 Exterior Car o
o . - Trim
Build Trans- - 1
mission, Dnve - -
- train 3 { ' *
(OO
_Build Attach Assemble  Road-Test"
Frame  Axles, Wheels Chassis  Chassis
Gas Tanks. -
k © 1982 by Prentice-Hall, Inc.

’ Englewood Cliffs, N.J. Al rights tesefved.
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cmncm. PATH scnsouune_ S T
~ AN_ASPECT OF PERT | -

- 003

DESIGN

LARGE ARROW .~
DENOTES
CRITICAL

TIME PATH

" DENOTES -
'MILESTONE
 NUMBER

" RECEIVE

- DIAGRAMING ';Tosubre's - , R
S - 'HREE-TIME" /' graRT - as START '\ e 002
ESTIMATES Lt __20-24-32 o nur .is-gzd—
- (INWEEKS) '\ PROC | , .\ PROC '

o3 .’ . 0'4

‘Instructor's Material for .Ménagement 205, Brookdale C‘ommunity College, Lincroft, N.J.; Author Unknown
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y DAILY

TASK ™™~

Instr'uctor' s Mater'lal for' Management 205, Brookdale Communlty College L1ncr'oft N J

GANTT "TASK AND BONUS" PLAN

BONUS WAGE

 DAILY WAGE

A FINANC!AL lNCENTIVE PLAN

<

Aut,hor* Unknown

I pany
— * TASK
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~ TAYLOR "DIFFERENTIAL PIECEWORK" PLAN

STANDARD RATE PLUS BONUS RATE o I
S T paID S - A
, PER PIECE S

(APPLJED TO ALL PIECES 'PRODUCED )

STANDARDP-f' — .... .. ———— —_ —_—— — } 1Ll LOal Il I STANDARD

 STANDARD RATE
" PAID
" PER PIECE

‘A FINANCIAL INCENTIVE PLAN

V Instructor's Matérial for Management 205, Brookdale Community 'Co’llege, Lincroft, N.J., Author Unknown
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@ THE PROCESS OF FINANCIAL ACCOUNTING '

JOURNAL

INCREASES e
DECREASES s

OOUGors o gt
CASUwAINe ey
sttty dontingo

A DETAILED RECORD OF TRANSACTIONS OF THINGS

RECEIVED (DEBITS) AND THINGS PARTED WITH (CREDITS)

A FINANCIAL DIARY

LEDGER ACCOUNT -

LEDGER ACCOUNT

BOOK OF |
ORIGINAL ENTRY \ DEBIT | CREDIT | BALANCE
L

L e
POy,

L

—atars
Soran
L asaend
L d
ot
Lo o

BOOKS OF
FINAL ENTRY

A POSTING OF EACH
JOURNAL TRANSACTION
IN ITS OWN ACCOUNT
OF DEBITS AND CREDITS

FINANCIAL STATEMENTS

BALANCE SHEET

Q

BALANCE SHEET — A LIST OF ASSETS ( PROPERTY OWNED),
LIABILITIES ( DEBTS), AND NET WORTH (OWNER’S EQUITY)

AS OF A SPECIFIC DATE

INCOME STATEMENT — A SUMMARY OF REVENUES AND EXPENSES
AND THE RESULTING PROFIT OR LOSS

Instructor's Material for Management.

205,

ASSETS INCOME
— STATEMENT
' - INCOME
D o d [ S 9%
LIABILITIES ——
m——_—— T EXPENSES

ProVISRY NN aprhtw

RET PROFIT  sove

NET WORTH  wwew

THE KEY IS ANALYSIS

Brookdale Community College Llncroft N.Jd., Authop Unknown
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Instructor's Material for Management 255;‘Brobkdale Community College, Lincroft, N.J

Author Umc_howﬁ o
THE SCOPE OF FINANCIAL MANAGEMENT
fBUDGET. )\ £ cost\ £ EcoNomic D
\ \;  CONTROL : } K avavss J (. anasis: )
coons [ eeeron -
- umiLizaTiON \ £ PROPERTY fiicosT )\ Yy
\iiiioF FUNDS ) k& ACCOUNTING:J \ REDUCTION. ] = (MEASUREMENT:
o AUDITING )
~ ~ COST ACCOUNTING .
............... = St -
/ "OMPTROLLER RESPONSIBan‘lEZ T R
Instructor's Material for Management.zos, Brookdale Community College, Lincroft, N.J Authot'Unkn0wn
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Types of;Symbols'and_Definitions-forfProCeSS’Charts*l

Process

Chart Symbolef - Act1v1t1es Represented on Process Charts o
ASME Symbols = Others Act1v1t1es - : Deflnltlons of Act1v1t1es .
o ;,_;,e, ST T . m operatlon.ocours when,an object -
SR < - QOperation B ~is intentionally changed in any of .
R - P ‘ . its physical or chemical character-

istics, is assembled or disassembled
from another object or is arranged
or prepared for another operation,
" transportation, inspection, or stor-
~age. An operation also occurs when
- information is given or received (I & R;
or when plannlng or calculation=--
: o , - -taking appllcatlons etc.“
o """ 'Labor Operation ‘Expenditure of Labor or cost on
: / S product at one workplace which does
.. .. . not add value to.the product. Modifi-
‘ n  Modification - cation (changing) shape or size,
' ‘ ~ Operation - machining, permanent assembly or
, , ' o .~ disassembly, etc.) of product at one
' ‘ ' o ~~ workplace. - (Modification may be
~ accomplished. by machines and/or labor .
--expendlture) '

Transportation — .‘Aatransportation;ocours_when'an
o _— object is moved from one place to
another, except when such movements
are part of the operation or are -
‘E»caused by the operator at the work
. 'station during an operatlon or an .
_ inspection. '

<::>" Move : o . Change in 1ocatlon or product from‘
. ' S ' - .one workplace to another. Co

Inspection. -~~~ An inspection occurs when an object

. S is ‘examined for identification or is'
verified for quality or quantity in
',any of 1ts characteristics.

' : , vVerification: 'f Comparlson of product w1th a standard
: oo _ . o or quantity or quallty at one
workplace. ) ' : :
o : , .- Delay o f;A delay occurs to an object when o
E SR o ‘ S -~ conditions except those which inten--

tionally change the physical or

chemical characteristics of the object -
- .do not permit or require immediate
-,'performance of the next planned step.

- Temporary = 'vDelay, ‘waiting, or ~banking of product
Storage¥#* . when no special order or- requlsltlon
o ' I - is required to perform the next '

- act1v1ty. - : '




 ASME Symbols Others  Activities

#*Controlled Storage

" Definitions of Activities -

.92

\]

. A storage occurs when an object is
" kept and protected against unauthc

‘trlangle.

ized removal, shown by 1nverted

Delay, waiting, or banklng of produ
when a special order or requisition

is required to perform the next
act1v1ty.

r

- . N . ‘Combined Activity

When it is desired to show activiti
performed concurrently or by the sa
operator at the same work station,
~ the symbols for those activities ar

combined, as shown by the circle

-placed within the square to represe
a combined Operatlon and 1nspect1cn

R

The Productlon Functlon in Buslness Tlmms & Pohlen, p. 314.

In much motlon and time study literature, the temporary storage ‘symbol is a
o double triangle and the controlled or permanent storage symbol is a single
 triangle. Because the temporary storage symbol is used overwhelmingly more
than the controlled storage symbol, the principles of methods design indicate
that it is better to use the symbols as indicated here, that is, s1ngle trlangl
~ for temporary storage and double trlangle for controlled storage. ,
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- PROCESS CHART

NAME OF ITEM: _  Requisition for Office Equipment ~ DATE:_ May 28, 1982 f

B TR . PAGE:_ 1 of 1
ORDER NO.: P 3542 OFFICE-WORK UNIT:. __ Social Services o
CHARTED BY: FMK __ LOCATION: _Main Office

TRAVEL IN FT.  TIME IN MIN.  SYMBOL  OPERATIONS ~  REMARKS _
— - — o
- Written in longhand by supervisor .
1 i'~'0n Supervisor's desk (for mail pick-upi
S 1)// ;‘By'Coufier tb‘Sechetafy S :
N i)ﬁ; On Secretary's desk (for typing) =

vapédvfiTC

- 350

40 > By.Coﬁrier to Administrator‘ﬂ

_ ‘ . On Administrator's desk (fbf”apprdval):
e ¥ N ;1.,','; Lo ','.
1 A Reviewed and approved

300 R R D To Purchasing Department

.OﬁiBuyerTs desk (for approval)

2 : Réviewed and approved"  _‘

' Cﬂ.Buyerfs désk-(for‘mail‘pick-up)_,'

25 'ff] T L 4 2 To typist (for tyPing)l
- Number of Operations......3
Number. Of delays. ceese e o0 05 ‘
Number of -inspections.....2
| Number of trgnsportations.4' o
- Total travel in feet....715 o
B R JRL 5/82



. since they 1ncrease process time and incur higher in process 1nventory carrylng

94

- There are varlous types of process charts used in different. settlngs.
_On the following page is a Flow Process Chart whlch shows the sequence of
operatlons,composlng a .process. Such a process chart is a useful device in
kklplanning complex proCess.' Although such a chart has no inherent analytlcal
’power, per se, it is useful as a recordlng tool to ‘evaluate alternative processes.
Thus, they do prov1de the analyst w1th a tool w1th whlch to complete analyses of
" complex operatlons.. Most,of the process charts have been developedvfor the
manufacturing.and'assembly type operations, Thus it is not surprising that the
SYmbolsfsymbols which they use are standard symbols by the American Society of
bMechanical Engineers (ASME)> Sometlmes the symbols for offlce-type productlon E

are dlfferent from those used in manufacturlng, such as on the follow1ng page. Th

a Flow Process Chart--Offlce Work--deallng w1th a requisition for office equipment
Thls and the other process ‘charts are intended to be used to establlsh the
transport costs us1ng the follow1ng equatlon '

l

G E(le IR R R

lxl
,;IV ~VWhere : ,
' Ck‘='Total cost per unlt of output for process k
Tik=,Cost of transport to work statlon W under process k
Wikz'Cost of the operatlon done at work statlon W (1nclud1ng rejects).

. in prOcess k. ; E o
M, = Cost of raw materlal requlred for process k

-Tf = Cost of transport from flnal work statlon w ‘to flnlshed stores
- in process k. : E

n‘e.The number of work statlons in process k
, The - above equatlon is the mathematlcal express1on for the total cost per unit
of output of a process. o _ ' '
. The process charts also 1nd1cate the storage events whlch should be mlnlmlzed

(ownership) costs. "This is of partlcular concern in a manufacturlng env1ronment

: Another 31m11ar type of chart Whlch is normally also completed (but not shown
'here) 1s a Flow Dlagram of the Office Procedure under study. Ideally thls is done
before the office is laid out - The flow dlagram is superlmposed over the floor pl
.to analyze the proposed layout ‘ ‘

% The Production Function in Business, Timms & Pohlen, P310,

[O))




Flow PROCESS CHART

Flow PRocess CUHART
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- THE MEASUREMENT ‘AND NATURE OF cosrrs, *

In any cost measurement effort there is a proper analytlcal framework
jwhlch must be followed to av01d the common problem areas.- : -
Because costs depend on a number of factors in addltlon to output the‘
problem resolves itself 1nto e11m1nat1ng these other cost determlnants to
arrive at a cost . function that reasonably expresses the cost-output relatlon. :
Generally speaklng, the follow1ng problem areas are among the 1mportant 7
prellmlnary ones’ that must be. addressed in preparlng the analy31s. '
1. Time Perlod - The choice of an apprOprlate tlme period on which -
to base the analy31s 1nvolves three 1mportant cons1deratlons . normallty, . |
varlety, and length of observation. , ' o g
' (a) _Normallty--ls attalned by selectlng a tlme perlod Wthh is a
' normal or typlcal one. Although a completely statlc perlod would ‘
~ probably be 1mpos31ble to flnd a perlod of relatlvely minor changes
'u,would be be. acceptable, provided the data could ‘be adJusted to .
vcompensate for. the dlfference. r%g : , .
(b) .Varlety-- ‘the time perlod selected should have suff1c1ently w1de '
- 'varlatlons in output S0 there would be enough observatlons to flt
. a regress1on line. . In addltlon, if the results of the analys1s are
—to be used for plannlng, the perlod should be recent. enough to
‘ 1nclude data that w1ll be basically relevant for the future...«d
»(c)..Length of Observatlon-- The . perlod chosen should ‘be “one 1n whlch the

observational unit (month, quarter, year) Wlllvbe a mlnlmum to the -
'vffeXtent that completeness-of the data will permit A small observa? -
- tion unlt will allow measurement of sllght output varlatlons more o
readlly dlscernlble w1th small rather than large observatlonal
unlts. A ‘month is the most frequently chosen tlme perlod
2.' Technlcal Homogenelty - Thls means, ‘on the 1nput side, the dlfferent

approaches (Direct, Vendor, Purchase - Publlc or Prlvate) should be grouped

within similar unlts and, on the output side, the number of" dlfferent serv1ce R

outputs should be llmlted to fac111tate measurement In addltlon, there should
~ be no 31gn1f1cant changes in costs or outputs durlng the analy51s perlod

3. Cost AdJustment - This 1nvolves dec1s1ons as to the prOper ch01ce of

data and the types of adgustments needed to correct the figures so ‘they can- ‘be- |
‘used.ln a meanlngful cost functlon.' The problem breaks down 1nto three sub= S
‘categories: cost 1nclu31on, deflatlon, and cost—output tlmlng. ' ' ‘

(a) - Cost Incluslon--Slnce the obJect is to arrlve at a cost-output

: relatlon, the problem 13-to‘select only those elements“of cost o

* AdaptedrFrom'Milton.H.,Spencer,vMahagerial‘EConomics, IrWinlEconomic Services, l968'l .
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that vary with (are functionally related to) output. Thus,
_various kinds of allocated and indirect expenses that do not -
bear any relation to service unlts dellvered should be ex--
cluded. ' }
Sometimes a preliminany effort is needed to determine
‘which costs should be included in the final analysis. The
preferred'approaoh is to use total costs rather than unit

(average) costs in conducting most costvanalyaes for two
-important reasons: (1) The results are likely to be more
reliable because average cost is a ratio of two variables and

“thus more susceptible to error. (2) The marginal and average

f cost functlons can be calculated mathematlcally from the total
' Cost data. .
(b) .Deflatlon--The purpose of this is to adjust the data for any

significant inflationary changes in input prioes during the .
analysis,period.' The customary approach is to employ the
. "Present Value" method., This procedure can be employed using
an algebraic formula or a standard Present Value Table similar
to'thatvon'the following page. Both are based on continuous
compoﬁnding for different annual discount rates, for different num-
ber of years, assuming uniform cash flows throughout the years.
Due to inflation, a dollar today is worth more |
than a dollar next year or in five years, and
worth less than a dollar last year or five years
ago. The Present Value approach enables the analyst
to make the correct "deflation" adjustment.
If a Present Value table is not readily available, the formula is:

P=S-
(1 +.r)ne‘v
Where P = Present Value
'S = The amount, the future worth
_r = Rate of return (interest or inflation rate)
n s Number of periods
.. 1 =The constant number 1 ,
Thus, in our example, S = $1.00 (we want to know how much a future
dollar is worth today): r = 12%; n =75 years.
Thus, N ,
o pe S
(1« r)? ‘ _ S
$1.00 - $1.00 ‘ $1.00

P2 5. — _5-: -—---——=.5674274 = $.57
(1+.12) ~ (1L.12) - (1.76234)




P = $.5_7'

Us1ng thls formula requires the avallablllty of a calculator that has

‘exponentlal factorlng capablllty--(lt can be done manually, however, it is a
very tedlous effort) It is con31derably easier and faster to merely refer

to a Present Value Table such as is on the follow1ng page. Flrst look for

the number of periods, 1n this~ case 5 (on the vertlcal ax1s) and then read across
this row to the column headed 12% and read 0.567. (Please note that the Present -
" Value Table is really a type: of Compound Interest Table. Thus the term "perlod"
is used rather than years, since compounding can occur at frequen01es greater _ '
than 1 per year. However when the compoundlng frequency is. one per year, then
the terms are synonomous).‘ We then round $.567 to $,57. »Thus,.ln flve years

at an annual inflation rate of 12°,’$l;60 will be worth $;567 - almost 57 cents .
today. ‘ B R L . -
(o) - Cost-Output Timing-- The third area involves obtaining the correct.

o correspondence of cost and output Costs are not normally recorded
in such a manner that enables them to be llnked to the output varia-
tlons that created them. Certain costs that are usually charged as-

a function of time must be adjusted or recalculated as a function of
the output rate before they can be 1ncluded 1n the overall cost
functlon. ’

_ COST CONCEPTS. _
There are two general classes of costs--absolute costs and opportunity

costs. _ _ .
Absolute Costs involve an outlay of funds:(reduction'in assets). OpporQ

tunity Costs involve a comparison between the pollcy that was chosen and the'

policy that was rejected. 'If a CWA can "buy" a service from Vendor ‘A for $lO
but prefers to buy it from Vendor B for $12 thls represents an absolute cost -
of $12 and an opportunlty cost of $2 ($12-$10) There is also a subd1v151on of
opportunity costs called Imputed Opportunlty Costs; They never show up in any

accountlng records but are 1mportant for certain types of dec1s1ons.

There are also Direct and Indirect costs. Direct Costs are readily_
identified and traceable to a particular ServiCe'unit operation or prOcess;
Overhead may also be direct (fringe benefits, etc.l depending on the system if
it is identified and traceable to a particular unitva Indlrect Costs are not

readily identified nor linkable to spe01f1c employee work unlts. ‘These are

~ sometimes called "common costs" or "allocable costs" since they are costs

- incurred for the general operatlon of the agency.



-PRESENT VALUE OF $1.00

_.S_
a+rn)
PERIODS 4% 6% 8% 10% 12% 14% 16% 18% 20% 2% 4%  26% 2%  30%  40%
1 0962 -0943 0926 0909 0A9 . 087/ 08BG2 0647 0833 0820 0806 0794 0781 0.769  0.714
2 0925 0890 0857 0828 0797 0769 0744 0718 0694° - 0672 0650 0630 0610 0592 0510
3 0889 0840 0794 0751, 0712 0675 . 0.641 0609 0579 0.551 0.524 0500 0477 0455  0.364
4 0855 0792 0735 0683 0636 0592 - 0552 0516 0482 0451  0.423 0397 0373 0350 0.260
5 0822 0747 0681 - 0621 0567 0519 0476 0437 0402 0370 - 0341 0315 0.291 . 0269 -~ 0.186
6 0.790 0705 0630 _0564 0507 0456 0410 0370 0335 0303  0.275 0250 0227 0207 0133
B A 0.760 ° 0665 . 0583 0513 0452 0400 0354 0314 0279 0.249 0222 0198 0.178. 0159  0.095
8 0731 0627 0540 0467 0404 0.351 0305 02656 0233 . 0204 0179 0.157 0139 0.423  0.068
9 0703 0592 - 0500 0424 0361 0308 0263 0225 0194  0.167. 0.144  0.125 = 0108  0.094 0.048
10 0676 0558 0463 0386 0322 0270 0227 0.9 0.162° 0137 0116 0099 0085 0073 ' 0.035
1" 0650 0527 0429 0350 0287 0237 0195 0162 - 0135 0112 - 0094 0079 0066 0056 0025
12 0625 0497 0397 0319 0257 0208 0168 0137 0112 0092 0076 0062 0052 0043 0.018
3 0601 - 0469 0368 0290 0229 0.182 0145 0116 - 0.093 0075  0.061 0050 0040 0.033 0013
“ 0577 0442 - 0340 0263 0205 0.160 0125 . 0099. 0078 0062 0.049. 0039 0032 0.025 0.009
15 0555 0417 0315 0239 0183 0140 008 0084 0065  0.051 0.040  0.031 0025 0020 . 0006
16 0534 ° 0394 0232 0218 0163 0123 0093 - 0071, 0054 0042 0032 0025 0019 0015 0.005
17 0513 0371 0270 0198 0146 0108 . 0080 Q0G0 0045 0034 0026 0020 0015 0012 0003
18 S04 0350 0200 010 010 009 006 0051 0038 0.028 0021 001e ' 0.012 0.009 ° 0.002

19 0475 ~ 0331 0232 " 0164 0116 0083 0.060 0043 0.03% 0.023 0.017 - 0012 ' 0.009 0.007 0.002

20 0456__ 0312 0215 0149 0104 0073 0051 0037 0026 0019 0014 0010 0007 _ 0005 ' 0.001
21 ' 0439 0294 0199 0.135 0033 0064 0044 0031. 0022 0015 0011 0008 0006 0004  0.001
22 . 0422 0278 0184 0123 0083 0056 0038 0026 ' 0018 0013 0009 - 0006 0004 . 0003  0.001
23 0406 0262 0170 0112 . 0074. 0049 0033 - 0022 . 0015 0010 0007 0005 0003 0002 :

. 24 0390 0247 0158 0102 0066 0043 0028 0019 0013 0008 0006 0004 0003 0002

- T 25 10375 0233 0146 0092 005 0038 0024 0016 0010 0007 0005 0003 0002  0.001

' S 26 T 0361 0220 0135 0084 005 0033 0020 0014 0009 - 0OU6 0004 . 0002 0002  0.001
27 - 0347 0207 = 0425 0076 0047 0029 0016 - 0011 0007 -0005 0003 0002 0001  0.001
.28 0333 . 0196 0116 0069 0042 0026 0016 0010  0.006 .~ 0004 0002 . 0002 0001  0.001
29 0321 0185 0107 0063 0037 0022 00i4 0008 0005 0003 - 0.002 - 0001 0.001  0.001
30 0308 0174 0099 0057 0033 0020 002 0007 0004 0003 0002 0001  0.001
0.001 0.001

40 0208 0097 - 0046 0022 0011 0005 0003

Cost Accounting, Page 940, 3rd Edition
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, Another subd1v1s1on of costs is the leed vs. Varlable Cost breakout
leed Costs are sometlmes called constant costs and do not vary w1th output
(for example rent depre01atlon) . The. term "flxed" refers to. those costs that
are fixed in total w1th respect to volume 1 e.,»they are . flxed for the relevant
‘range of cons1deratlon, for they may stlll be a functlon of capac1ty and may
' vary w1th agency slze from causes 1ndependent of volume. ;L“ T R
Slnce flxed costs are constant in total they w1ll vary when calculated
" on a unit basls, i e., flxed cost lelded by the number of unlts dellvered '
 will decrease as. the output increases. C ' L e
Varlable Costs are those costs that are a functlon of serv1ce volume,.'

such as Purchase of Service costs Wthh vary as the Level of Serv1ce varles.p{_"

Short-run and Long-run Costs - The dlscrlmlnant factor here is the degree ,'a7if*f

of utlllzatlon of the flxed factors. : . e =
Incremental Costs (sometlmes treated as marglnal costs) - Incremental costs

are those that occur -as a. dlfference between two pOllCleS, where one replaced the

other. This change in cost is the 1ncrementa1 or dlfferentlal cost It represents"f‘*

the change in costs resultlng from a change 1n serv1ce act1v1ty, i, e., new .

strategles, new serv1ces to a new group of cllents etc.‘ All costs 1ncurred are
7'1ncluded S B , o - '
Sunk Costs - Some costs w1ll not be altered as a result of a de01s1on
v'that w1ll change serv1ce act1v1ty. One such type is "sunk costs." These
" are costs that are not ass1gnable by the differential method and are thus
irrelevant as. far as future effects of. the de01s1on are . concerned ' , ,

- Urgent and Postponable Costs - A cost that may not only be postponed

but may be av01ded entlrely as a result ofconstrlctlon ‘of serv1ce act1v1ty
is called an escapable cost It 1s concelved as a net flgure the decrease
in cost resultlng from curtalllng or termlnatlng serv1ce act1v1ty less any
'added cost 1ncurred by. other operatlng units as: a result thereof

Inescapable Costs or Unav01dable Costs - Cost that must be: contlnued in

spite- of an operatlon s retractlon.v CWA's. 1ncur utlllty costs regardless of
 the demand . for serv1ces ‘and/or number of cllents. ' :

Controllable and Uncontrollable Costs.- The focus on thls dlstlnctlon 'T’?'
is in flxlng respon31b111ty and measurlng eff1c1ency. ’ T o

- For many practical dec1s1on problems the terms MARGINAL COST INCRE-
MENTAL COST -and DIFFERENTIAL COST may be used synonymously., That 1s, the :f 5'5:
, underlylng concept common to all three terms 1s the notlon of a. CHANGE IN THE
LEVEL OF TOTAL cosTs RESULTING FROM THE IMPLEMENTATION OF A DECISION 'The
dec1s1on may frequently 1nvolve a change 1n serv1ce 1evel (LOS) but Just as .
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.'frequently, it may not. Thus 1t may be a dec131on 1nvolv1ng the c1031ng |
down of a certaln contracted service to be replaced by another method the
1nstallatlon of a new management 1nformat10n system (SIS), the launchlng of
.a new effort,(the recrultment of volunteers) or any other type‘of activity '

. which is not»directlycreflectediby a change in LOS or service level or volume

but for which there is nevertheless a change in the'levelhofﬁtgtgl‘COSts;

~ This increase'(or decrease) in cost which results from thedchange in activity
and whlch would have been avoided if the decision had not been made is the
1ncremental cost of ‘the act1v1ty. Thus, from the above it is clear that the
fprospectlve differences between alternatives are the relevant factors to be

‘ cOnsidered in making a.choice, In any activity, past,revenues and expenses és,,
well as many future ones will be unaffected by a particular choice. - Likewise,:
'average or unit costs are frequently 1rrelevant and should. not enter into

many types of decisions. Managers who fail. -to understand these concepts and

- thus fail to apply them correctly will always make 1ncorrect financially-based

* decisions. , ~ |

. The. foreg01ng dlscuss1on of dlfferent cla331f1catlons of cost shows the .
various dlstlnctlons from the accountant's and also the economlst's standp01nts.
Thus there cannot be found any s1ngle meaning for "cost of 5001al serv1ces"
~ that would be unlversally appllcable in all 31tuat10ns. vAt best, the analyst :
‘can only translate,the many usages 1nto_con31stent language in order to be

certain that‘the'given concept is being properly used,

 CGBT-BENEFIT ANALYSIS

_ We endeavored to introduce a form of Cost Benefit Analysis in the

CWA (modlfled) ZBB process. We developed a process des1gned to have the
‘alternatlve approaches evaluated and compared on the bas1s of monetary cost

and client beneflt Perhaps ‘the 31ngle most 11m1t1ng def1c1ency which prevents
,development of a functlonal cost-benefit approach -is our inability to 1dent1fy,
standardlze and transform outcome measures into a quantltatlve format How
‘much is it worth to the client to become self-suff1c1ent° How much is ‘it worth
"to the State¢ The absence of unlform cost-outcome measurements also poses a
problem. ' '




Only one of two thlngs can ‘be accompllshed w1th any form of analy31s.,vgﬁfﬂ
One may take as glven the full use of the avallable resources and: attempt |
to fulflll the program (LOS) obJectlves most effectlvely. Or, one may B
specify a des1red LOS and attempt to 1dent1fy the alternatlve approach that
will prov1de the- spec1f1ed LOS w1th the least cost It must be. recognlzed
"that one cannot both max1mlze the obJectlve (LOS) and mlnlmlze the use of
resources.._;j ‘ ' ‘ e

Cost-Beneflt analys1s has 1n the recent past become a relatlvely popu-'f

_'lar approach Normally, 1t is. a very exten51ve analytlcal tool., It. beglns w1th ) f'b

Iv'a general questlon. Do- the beneflts to the target populat1on exceed the costs'”
ﬁrequlred? Belng more spe01f1c Cost-Beneflt analy51s cons1sts of a set of "
technlques that can be employed for comparlng alternatlve programs -or: pPOJeCtS
jthat are expected to prov1de returns over a perlod of tlme normally, over a
'perlod of years. o ) ', , ﬂ_ _._." e o f :

In the publlc sector Cost-Beneflt analys1s 1s 1ntended to be ‘a plannlng/
'lde0131on-mak1ng model and gulde w1th ‘the s1m11ar effects prlvate 1ndustry :

'enJoys 1n 1nvestment dec1s1ons from such forces,as market prlces and competltlon.‘_V”;'

The bas1c crlterlon 1s that the Present Value of the Beneflts be greater than
the costs S In the absence of competltlon, Cost-Beneflt analy31s can’ be ‘used tO»’*

jSlmulate 1ts effect in de01s1on-mak1ng in the publlc sector for such actlons as

to support a partlcular proaect and thereby Justlfy the (proposed) expendltures;f” :

or to determlne the most eff1c1ent method of ach1ev1ng the obJectlve or to flnd
thebestLOS R T T i
There are four maln steps 1n completlng a Cost-Beneflt analy31s as follows:#"d'
-0 1) ;Identlflcatlon of real beneflts and the: real costs--thls‘ : ’
' includes the dlrect as well as the 1nd1rect elements of both
-’(Often ‘the term "externallty" or "splll over" is used in thls ‘
'f'regard ) Splll-over costs or externalltles are. costs or beneflts
?_that accrue to not dlrectly targeted thlrd partles as a result '
' of. the de01310n.>'Est1mat1ng and measurlng the costs and beneflts
‘1s dlfflcult . Care must be taken to 1dent1fy those beneflts/costs
'that can be both--dependlng on the group 1mpacted In addltlon,;
y' cautlon 1s called to ensure ‘that nelther the costs nor the beneflts
>°";are double—counted . . ,' LT "
Placzng a monetary value on. the costs and the beneflts also posesv‘_
',a very dlfflcult problem. In some 1nstances 1t may be poss1ble to
' actually apply glven market prlces or. "glven" values. In other

‘rcases it w1ll be necessary to estlmate the beneflts by subJectlve
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assessment or by usingvsome form of surrogatevindicator;
such as prices paid for close substitutes or estimations
of reductions of cost which will bé made possible. Bene-
fits constructed in this feShion are very susceptible to
challenge becauseyof theirhinherent‘subjectivity. Some
‘benefits may defy,quantification,‘in monetary terms (See
Cost-Effectiveness Analysis). :

S 2) . Present Value Analy51s il
' | Select the appropriate range of discount rate (deflation)_
and complete the present value calculatlon of all future
beneflts and costs in terms of today's dollar (See Cost
: Concepts) The approprlate range is the estimated rate
of return on an alternatlve approach Wthh must be fore-

gone in order to carry out ‘the approach under evaluation,
(See OpportunityvCostﬁfélso7see pages 96-thru 98)..
3) _Calculation and comparison of Cost/Benefit ratios for alternative
L approaches. o ,
Actually, the mathematical construct is to complete a Beneflt/
~Cost calculation. That is, the total present value of the
benefits is divided by the total present value of the coSts,
(including Sunk costs,'starteup costs and'operating costs).
4) Select the alternative that yields the maximum net benefits until
" the budget constraint is reached. '
: Theoretlcally, the optimal size or magnltude occurs at the p01nt
where Marglnal Benefit equals Marglnal Cost.
Cost-Beneflt Analysis has a number of "pos1t1ves and Negatlves" associated
with it, among them are the follow1ng
‘ Negatlves _ i o
Often the estlmates of the costs and the benefits are made
' W1thout discriminating comparlson and contrastlng of the relative
benefits with the relatlvefneed of the target populatlon.
The results are easily distorted or "shaped" depending,on bias of .
funding aﬁthority. The enalysis‘is pery sensitipe to essﬁmptions and _
. judgments and artificially inflated estimates.or_expectations can produce
positive benefits, possibly without violating ahy accepted practices of -
 analysis. e ' o
(It is hafely, if ever, applied to decisions involving the proper

LOS, except in Zero-Base Budgeting and PPBS).
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P051t1ves _ D .
It 1s flrmly based 1n economlc theory, and is a systematlc method

- of employing common assumptlons of benefits and costs apd-comparlng them.

| By foéussing>attent10n‘bn’the net outcomes,'Cost-Benefit Analysis

: offers a 1oglcal sc1ent1flc, and ratlonal approach of 11m1t1ng the 1nflu- -

ence of. any preconcelved ideas and pure rhetorlc in the de01s1on process.



COST-EFFECTIVENESS ANALYSIS

: Because of a lack of the measurements outllned above support has been
““grow1ng for.a non-monetary approach of measurlng effort-outcome. '

‘ To- complete a cost-beneflt analy51s of alternatlves 1nvolves valulng the
outcomes (beneflts) by thelr market prlces. In Soc1al Serv1ces there is no -
‘market. prlce, per se. What is. pos31ble is to relate the cost of the effort to
‘vthe outcome--not to the outcome s monetary value.j“

o Thus when the effectlveness of a serv1ce or program 1n accompllshlng a
"ecertaln goal (level of functlonlng--not the monetary value) 1s compared to- the
costs, we have a cost-effectlveness analys1s. ' _ :;
Slnce thls cost-effectlveness approach focusses on outcomes, we can compare'»'
uzone program or method w1th another by comparlng thelr costs with thelr expected
'effectlveness,< We cannot ascertaln whether a program is worth the money it

‘v*'costs becauSe'the beneflts are expressed in non-monetary terms° If 1t were

'poss1ble to assign monetary values to the beneflts, we would then have a 00st-;-

beneflt analys1s. _




- Flow »Chartin‘g--A Brief Overview -

Flow charts offer an approach of using symbols to analyze and/or tO’b
explaln in’ 31mple s, e., plctorlal terms very complex operatlons, 1nclud1ng
sub-steps. By uslng only a very few symbols and operatlons,pa flow chart
draws a picture in place of a detailed'narrative‘explahation. It depictsi
events and actlons, in thelr order of occurrence, in a very s1mple and -
eff1c1ent way. It is a very powerful method of approachlng and analy21ng a
aprocess a proposed set ‘of regulatlons etc., in a very loglcal yet pene-""
‘trating way. The’ flow chart can be as exhaustive as one cares to make 1t
If a general overv1ew is desired, then the flow chart can focus on the ma1n
steps only. If, however more detall is des1red then more of ‘the sub—stepsh‘
can be reflected dependlng on the, process belng charted, several ‘pages or
more could result. However, for most purposes it is adequate to capture the‘
general statements of processes.

The symbolsvmost commonly used are;f

o . o ‘ This is the symbol depicting the beginning :
' o or "start® and also the "end" of the process. S
’ . : . -:'_"vIt is normally labelled "termlnal" on a flow
' ' ' . chart template. ’ ' -

_The'diamond‘is'the—decision'symbol}:}The
_;answer to the‘Question,it‘asks can’only be
answered f\’Yes" or "no", usually abbreviated as
,v“y" or."n",vsince'space‘is usually.a matter of =

~concern when flow chartihg;bv

“or "output". - A rectangle is also used for this

and to 1nd1cate action or result of a process ,

‘step,

" to indicate when the step produces a fOrm;

letter,‘i.e.;°document,*or*set of documents. f:_'

"When ithis;more'than one, the.symbolyis;over-,

'laYed inla staggered fashion,"with a separate
_ symbol for each of the documents in the set

The'trapeZOid is often used to indicatev"input" . o

This is the symbol for "document": It is used.

Thus, if 3 forms were ppOduced there Would bec R
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hv’3 document symbols, deplcted in a step-ladder-'
.llke fashlon ‘as 1ndloated

‘s.The small square is used to 1nd1cate an
'-,aux1111ary operatlon

- communlcatlons or communlcatlons link.

;x» e h a‘ ',3These:two9stholsiare_conneotor symbols.
o e - 'The one that resembles an inverted house is

- basically a directional indicator.

- To prov1de you with an example of actual flow charts, attached are two

o Wthh were drawn in the completion for a flsoal note for two separate bills.

A : In addltlon, we have also developed two addltlonal flow charts for

»lllllustratlon purposes.» They are, (a) a: flow chart of the Ratlonal Problem

| *Solv1ng Process and (b) a flow chart of the Basic Steps of Settlng Standards

x;and Controlling. . o e o v

. The. arrows 1nd1cate dlrectlon of flow and the order of occurrence. Note
1'the "Y's" and "N's" from each diamond dec131on 1tem.d Also. note the question

',‘mark in: the dlamond as a reminder that a questlon is belng asked at this step.

4 ._ ' we have found. flow charts to be a very effective and enllghtenlng manner

©- for.us to,analyze proposed regulatlons and to be able-to fully nnderstand‘and

- evaluatepthe!orucial elements.ofjthe legislation. The method is very powerful
 because it requires a complete review of the entire process.‘ This makes it

espe01ally benef1c1al because 1t reveals def1c1enc1es, 1mproper sequences and

Zf”even some problems whlch would otherw1se probably not be readlly detected 1n

_the rev1ew of the regulatlons. Lastly, they are ‘a very effectlve way to explaln
the loglc of the process without requlrlng complete conversancy with the regulatlo
in questlon.‘ : '

ThlS is the symbol that 1s used to show a .

(=}




Flow Chart of the Rational Problem-Solving Process i ies
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Flow Chart of the Basic Steps in
Standard Setting & Controlling

?z\*

Establish Standards &
" Methods for Measuring
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A 4
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Adapted from
Management, 2nd edition/STONER
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Conceptual Flow of Majqr'EveﬁtSIAﬁd‘Activities of A971‘Frcm.bYRS(CWA*?ébspective'

‘Potential

.

Abuse -
Reported &
- {Investigated
- Ligo% by cwa)

: Aﬁtachment'IiI

"Referred-to |}
“JOther Agen=-

--|eies- (Public
‘lap Privyatal -

Handled '
by
- Ombudsman

}?’

ik

"

 Human

Services

Others
(Public &
Private)

., —

OMHHS

DYFS/CWA's

- DPW .

c.a.; vr, |
ete.,

Seévice'?lan

{estabiisn
eimbursement
Process_

J

zz;}eemant-coq

. gPay=-Bill {
gGenerated . _4
.“-‘/’

~/

Developed
Services

45-Day
Reassessment
For Service

Continuation

| Extended
Services

Court
Ordered?




 -1' Conceptual FlowroffMéjor”Events}and Activitiésvofisiill

_Né Fur
. | Action
i Requir

ther |

ed by

/N.J. Adult \ '
"{Populatiqn:

In.g. duit

«

Population -

’ AthiSk -

1111

Jcwa Investi-

gatés and
Prepares a -

.\) -

No Further
Action '
Required by

S=1111

" Court

Hearing

lcounsel [*

Own

—

| Public .
| Advocate -

Represents

PRS by Pro-
viding/
| Arranging

CuA initiate

* | ongoing and
Extended. -
‘I'Services

No Furtheﬁ 1
| Action
Required by

Sllll

Collection

K Accounting/_"’

CWA Sets Up|

piliing Procy

o




BASIC STEPS IN THE DEVELOPMENT OF STRATEGIC AND OPERATING PLANS

Determine
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' IBevelop
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EXHIBIT 5-1 Why People Don't, Won't, or Can’t Plan Survey

Rank Order by First Choices: -

.

> W

o o

™

10.

Source: Jack Bologna ‘“Why Managers Resist Planning Managerial Planning, January/February 1980 p.24.

Too time consuming

| Knowledge,deficiency

The‘ future is tdo uncertain
Aftitude deficiency

Skiﬂ deficiency‘ :

Live for today

Too much work involved

Don't like or understand process.

Fear of failure

Man lives by intuition

All others (9)

-Management, 2nd edition/STONER

12.66

- 10.71

9.74
7.46
6.81
6.49
5.19
389
357

85.71%

14.29
100.00%

1.

A W N

® N o o

10.

~ Rank Order by Combmmg First and Second Chmces
19.15%

Too time consummg

Too much work -mvolved l

‘Knowledge deficiency

The future is too uncertain

Skill deficiency

Attitude deficiency
Don't like or understand process

. Too dlffucult

Live for today-

Fear of failure

All others

14.61%

12.01

1152

925
'8.60
8.44
5.68
ag7
4.87

4.22

84.07%

15.93

100.00%

© 1982 by Prentice-Hall, Inc.
Englewood Cliffs, N.J.. All rights reserved.
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© BASIC SOCTAL SERVICES PLANNING AND CONTROL LOOP
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SUMMARY






WHERE DO WE GO F‘ROMj HERE?

8001al economlc and polltlcal pressures are expected to contlnue at
an 1ncrea31ng rate. Funding reductlons will intensify competltlon between
service act1v1t1es and client groups for the llmlted funds ava11able.~_7~»‘
Taxpayers will become ever, more resentful of the burgeoning cost of govern-
ment--espe01ally when 1t.results in an even larger tax: burden. -Ex1st1ng
socio—economic'pressures are also rapidly eroding:the support base Social '
Serv1ces had begun to develop among the tax-paylng c1tlzens. Concurrent i
with the adverse reaction to an increased (or contlnulng) tax burden w111 be
an increased cencern about the quality of management of government--at all
levels. When government is mlsmanaged everyone is affected. Unfortunately,'b
it appears-to the public at large that mismanagement is either not detected or
is tolerated becauSe the task of managing a government;agency‘is regarded as
hopeless,vthat the:bureauCracy cannot be run as a busineSs. This is not neces-
sarily so! The pursuit and attainment of high performance should be no dlfferent
invgovernment then it is in private industry. One 1mportant observatlon should
be made here, however, and that is that government's most beneficial role is
twofold: (1) operatlng those necessary (desirable) programs that prlvate
industry cannot or will not and (2) overseeing and regulatlng. As a result,
government, in general, is considered as one of the most inefficient of all
activities. Again, this need not‘be.b Government needs: to borrow and where
necessary adapt the managerial, analyticaliand deciSion-making teChniques and
tools which have been so effectively employed in priyate industry; In Social |
Services, the.management/control activities will present some special problems.
For example, Social Services are not tangible, manufactured~products;‘ They
cannot be produced, stockpiled and distributed to meet‘demand. “Nor can they
be inventoried. There are only two ways of connectlng the client with the
service: (l) the Social Service must be brought to the cllent (1 €., Homemaker,_"
chore, etc.) or (2) the client must be brought to the serv1ce (Center Day Care)
Social Services are s1multaneously produced and consumed Thus the focus must be on
the management of their productive capa01ty. While the Program Manager must try
to exercise7control over both supply and demand, from a micro-economic perspectlve, fﬁ
the Manager w1ll have more success exerting influence on the "supply s1de" rather ‘
than on the "demand side". v | _ o

In addition to this, there are some‘other,imore specific actions that_should”
be considered; at both the County;and State levels. For'example, there'should be



"'vrange of serv1ces available in each county, and any potentlal 1nstances of y

"5"State and non-State Soc1al Serv1ce act1v1t1es (and fundlng), there really is no cohes1
:coordlnated effort whlch would fac111tate max1mlzat10n of resources. Hous1ng all

“an inyentory of all existing resources and SerVices available,'preferably by
. County. Thls ‘should include a careful catalogulng and rev1ew1ng of the ser-
" vices prov1ded the types of cllents belng served and the source (and constralnts)~

provide the foundatlon for a long-needed well-deslgned and executed needs

-assessment

be made about establlshlng spec1f1c program prlorltles, w1th an eye toward
:ellmlnatlng low prlorlty programs. '

'jand skill levels need to be assessed. Are certain skllls lacklng or inefficientlyz

"dellvery could be expanded to 1nclude other non-publlc -assistance rec1p1ents as
 well as publlc ass1stance rec1p1ents.‘ This would offer the potent1a1 of a double
- benefit, 1 €y it would enable clients to help themselves while ‘helping others. If

.more of the ex1st1ng workload could be performed by cllents, the 1ower the stafflng
land/or POS requlrements would be. Another ‘existing concept whlch could be more -

While the system may not yet be ready for a fully integrated or merged (County-State)

'wfcounty-based sooial serv1ce agenc1es 1n one bulldlng or complex be they governmental
S or nonegovernmental promises to yield a hlgh,degree of synergy and full client benefit

s

of funding for- those serv1ces. The focus of this effortvcould be at least two-
fold: '(15.to ultimately‘produce a centralized I & R‘point'in each county and

(25 the maximization of limited resourcesév,These two goals are naturally comple-_
mentary. This approach would also proyide the'best vehicle‘for identifying'thev '

dupllcatlon of' effort as well as assess1ng the unmet need. As such, it would o
In congunctlon w1th this, some dlfflcult and possibly palnful decisions must

, Other, equally 1nnovat1ve steps will need to be ‘taken such as 1ncrea51ng the
use of" (unpald) volunteers and part-tlme employees.' Detalled analyses must be '
undertaken to dlscover ways to 1ncrease the output of the service dellvery systems,
and/or explore alternatlve methods. Schedullng technlques common 1n 1ndustry as
well as other sophlstlcated quantltatlve approaches can be employed The staffing

used° Cross-tralnlng of staff whlch has the potentlal of expandlng serv1ces
w1thout 1ncreas1ng staff size, should be explored :
The present limited effort toward encouraglng client part1c1pat10n in serv1ce

aggress1vely followed and encouraged is the "sharing of capac1t1es" approach.

operatlon, co—locatlon.offers many of ‘the benefits without the accompanylng_drawbacks.
While thiS'already existS‘in certain-counties; it'should be actively pursued in
those where it does not now exist. The Statew1de Social Serv1ce dellvery system
remains severely fragmented Because there is no common polnt of control for all




AT

Again, certain countles have made con31derable progress in thls dlrectlon,- .
_ however, much more needs to be done. Concurrent w1th this, the State support
and approval systems need to be reshaped and refocussed so that they encourage
rather than discourage thls type of innovative effort

Along with this is needed a serious attempt at reshaplng serv1ces, 1nclud1ng
their level and intensity. The client may be willing (and able) to accept a llttle .
less than what ‘they wanted--as opposed to receiving no services at all.

What is needed in social serv1ces is a new strategy for these new tlmes. ,

- These new challenges w1ll be demandlng but they will also present opportunities
to pursue new approaches. An integral part of this effort must be}the application.
of modern business techniques,'including State-of-the—Art analytical approaches;

- This publication is 1ntended to be a guide and an aid in helplng to meet these new
challenges. ' While the technlques contalned herein are powerful analytlcal tools,
this is not intended to be a State-of-the—Art, sophisticated handbook. Such a
handbook could certainly be developed, however, in view of the considerable:time'
and effort which would be involved' there would have to be sufficient interest to
warrant the in#estment'» In the meantlme, it is our hope and expectatlon that -
appllcatlon of the techniques in this publlcatlon will prov1de program managers
with an easy-to-lmplement set of analytlcal methods that will produce meanlngful
and effective results. . ' ’
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