Mlﬁ&l@mﬁﬁ?’
. \
{

i

i

t

3

I

'
S

]

{

{

;}'.

H

¢

!

¥

{

i

B /i

H 4

:/_

ncjrs

National Criminal Justice Reference Service

,
T L

This microfiche was produced from documents received for
inclusion in the NCJRS data base. Since NCJRS cannot exercise
control over the physical condition of the documents submitted,
the individual frame quality will vary. The resolution chart on
this frame may be used to evaluate the document quality.

“I 1.0 kLl 22 |
= k& [I32 p2o
| ——— Ef 3 MEEE ’ E

(T H
i &* e
= " s

| Y TY T

MmROCOPY RESOLUHON rEST CHART
NAleNAL BUREAU OF STAN!‘IARDS 1963A

Microfilming procedures used to create this fiche comply with
the standards set forth in 41CFR 101-11.504.

Points of view or opinions stated in this document are
those of the author(s) and do not represent the official
position or policies of the U. S, Department of Justice.

National Institute of Justice
United States Department of Justice
Washington, D.C. 20531

If you have issues viewing or accessmg thls flle contact us at NCJRS.gov.

o v R RN et 7 ~ -
By .
o * - R v LAVt 4 Lt b o Y . s . : ci CE e at e e
' ' yrs 0 0t JANUARY - 1982 et e A
B Lt PR ’ .« . . PR it

» )
United States Department of Justice
Office of Justice Assistance, Research and Statlstlcs
- National Instltute of Justlce
v \EG&BACK,MANAGEHENT IN CRIMINAL JUSTICE
A Participant's Handbook For’
The Research Utilization Workshop
Prepared by:
H. JEROME MIRON
MARK D. CORRIGAN
CHARLES H. LEVINE
EDWARD J. PESCE
" For:
THE CRIMINAL"JUSTICE ‘RESE"AR‘CH -UTILIZATION PROGRaM™ =~~~ "

O L AR PR A SRR

NATIONAL INSTITUTE OF JUSTICE
S G e et g e e e

" Fred Wm Becker
Program Managetr " 2 i

‘e

. ¢ -
. A RS
X4

ThJ.s handbook was prepared by University Research Corpordtion, -Sheldon"s.

Steinbérg, Project Director, pursuant to Contract No. J-LEAA-014-81" awarded by
the Law Enforcement Assistance Administration, U.S. Department of Justlce
under the Omnibus Crime Control and Safe Streets Act of 1968, as amended. The
points of view or opinions expressed do not necessarily represent official
pollcy or position of the U.S. Department of Justice.

The National Institute of Justice reserves the right to reproduce, publish,
translate, or otherwise use, and to authorize others to publish and use all or
any part of the copyrighted material contained in this publication.

MOIRS
Copyright, 1982
University Research Corporation

i Washington, D.C. AN 001080
. i
| AT ST e NE
!

v e e RN

R I TR T R




JEORAEE TPAR ISR P

Page
Introduction . . . '« - « - . - R A . co. v
The National Ihétifute'of Juéticg- e e ; . L . S ix
The Research Uﬁilizatioﬁ Program . . Ce e S e e . X
‘A‘Biogréphical'Note About the Training Team . . . . . - L. f~. SIS xix
Sessién‘l: . Introduction and Orientation to- the Wo;kshép"; A &
Session 2: - Eiscéi St;eés..fA Closer LOGK .. « + « « « « = o = = AR
session 3: Assessing Local Fiscal Stress . . . . . . . - - - - - - 51
. , .
Session 4:  Cutback Managément..,Meaning...Tasks...Methodology . . .. 69
Session 5: Government Financing. . .Financial Cond;tions... o0
Ginancial Indicators...Budget . . . .. . . - - - - - -
Session 6: Determining the Primary Core Se?v%ces...Epés 119
Planning...Means Planning...Political Space . . . . . . - - -

Session 7: Determining’ the Core...A Matrix Exercise . . . . . . . - - - 131
Session 8: Strategic Decisionmaking...To'Accept Cuts or 137
‘ To Resist Cuts e e .- e e e e e e e e e e e

Session 9: Testing a Chosen Strategy e e e e e e e e e e e e e 167
Session 10: Cost—Efficient and CosF-Saving Alternatives . . .. . . . .. 175
Session 11: A Case for Collaboratiéh e e e e e .’. e e e e e .. .. o245
Session 12: An Agency-Specific Plan of Action . . . . < . 4 . . o a4 249
Session 13: A Jurisdiction-Wide Plan of Action . . . . - - . - - - - - - 259
ﬂSession 14: Summary and Conclusion of Workshop . . . . - « - - o - . - - 263

NSRSt

* Preceding page etk |

s

TABLE OF CONTENTS

U.S. Department of Justice
National Institute of Justice

This document has been reproduced exactly as receivefi from the
person or organization originating it. Points of view or opinions stated
in this document are those of the authors and do not necgssarily
represent the official position or policies of the National Institute of
Justice.

Permission to reproduce this copyrighted material has been
gantedby pyyph1ic Domain

University Research Corporation

to the National Criminal Justice Reference Service (NCJRS).

Further reproduction outside of the NCJRS system requires permis-
sion of the copyright owner,

SRR TSNS NN f*«*ﬂ“",“"’“"“‘”‘“"""r’“::

e

-t

g

R

C

. Preceding

T o Coe——

. INTRODUCTION

The Cutback Management in Criminal Justice workshop series has.been
developed by the National Institute of Justice of the U.S. Department -
of Justice to assist criminal juétice‘pqliCY‘makersland executives to
improve. their management and administration’ during periods of fiscal
stress. . : ’

. This. workshop has been deéigned by the Research Utilization Program

of the National Institute of Justice and is a continuation, expansion,
and an updating of a similiar series of workshops, Managing the Pressures
of Inflation in Criminal Justice, which were delivered, nationwide, in
1979. ' ' ' o

The Cutback Management has been substantially revised since 1979 in order
to take into account the significant new findings of a vast amount of
research that has been conducted since this earlier period about the

twin issues of fiscal stress and cutback management. Over 600 articles
and studies have been produced within the past three years that address
either one or both of these two public management issues.

In our review and analysis of this literature, we have been guided by

a singular guestion --- What information and ideas can we extract from
this new literature in order to design a workshop that will enable criminal
justice executives to understand more about the types of changes that will
be imposed on them as a direct conseguence of a continuing, long-term,
decline in available resources? _ ' ' Co :

The question is not only a device used by us to guide our work. The
question, when applied to the real world of government financing, revealed
a set of insights and answers that could be synthesized into one overall
operational assumption: Current trends suggest strongly that fiscal stress
and its correlate, cutback management, are not merely short-term, cyclical,
problems that local governments can address in a piliece-meal, incremental
manner...rather, fiscal stress presents long-term problems for governments
and their criminal justice agencies that require large-scale strategic
choices, new skills, and néw behavior on the part of government executives.

The “Cutback Management workshop has been designed with this operational
assumption in mind.

The workshop design and curriculum is divided into five sections.

An Introductory Section (Session 1) summarizes the problems to be addressed
in the workshop, specifies the workshop objectives, describes the
curriculum and the methods of delivery, and proposes the anticipated out-
comes of, the entire workshop.

page blank .




Section ‘I (Sessions 2-3) presents a more detailed analysis of the
meaning and impact of fiscal stress on the financing and management of
government agencies. Fiscal stress is defined as the gap between.supply
of available revenues and demand for criminal justice services. The
nature and characteristics of this gap is examined from two perspectives,
the national economy and a local government's economy. This section lays
the foundation and framework for subsequent sections of the workshop.

In Section II (Sessions 4-9) ‘the concept and methodology of cutback
management is presented. Cutback management is defined as a process
by which criminal justice agencies are managed towards lower levels

of resource consumption and higher levels of productivity. Critical
steps to be followed to reach these twin objectives are then analyzed,
and practiced, in several interdependent sessions in this section.

The framework of the workshop becomes more precise and demanding and
‘the outcome of this section is seen as one in which cutback management
becomes more clearly a new form of public management. ) .

One critical step in cutback management is the manager's search for
productivity improvement models or programs. Section III (Sessions 10-11)
is in reality a series of concurrent sessions each of which focus on

a review and analysis of productivity improvement programs for law
enforcement executives, prosecutor, defender, judges and court executives,
and corrections executives. Within each of these three concurrent sessions,
presentations are made which discuss in detail gost-efficient methods

for delivering current criminal justice services. Two themes run throughout
these sessions: (1) alternative, tested, methods of delivery are available
as a consequence of the decade long investments made by the National Institute
of Justice's program of research and demonstration and (2) many of these
productivity improvement programs require--and, in some instances, demand--
new types of collaboration across criminal justice agency boundaries.

Thus, a further aspect of cutback management--as a concept and as a
method--begins to emerge more clearly, namely, the need and demand for
collaboration by criminal justice agency executives who, heretofore, have
remained independent and, at times, aloof from each other.

Section IV (Sessions 12-14) offers to participants a structured opportunity
to apply the lessons, results, and insights of previcus sections and
sessions. Participants are aided in the construction of a written plan

of action to be used to guide them in the development (after the workshop)
of a series of steps to improve the productivity of the delivery of

their own agency's services and to improve the process of collaboration
acress agency lines--a process, we may add, which actually begins in this

workshop.

Methods used in the delivery of the workshop curriculum are lecture
presentations given in plenary sessions that are usually followed by

small group tasks. Three types of structured small group processes are
used: Nominal Group Technique, Stakeholder Mapping and Responsibility
Charting. Practice in the use of these techniques is done in the workshop
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So that participants will be able to apply. these, after the workshop.
T 14

as one way of improving the productivi
: 1ty of the:
meetings and task forces. : Y h? nanagenent OE'agency

The combination of Presentations and small group taskslis intended to -

:a01lltate tea@ bgilging for specific criminal justice agency executive
eam§ and for jurisdiction-wide teams that may, after Ehe wbrkshop '
continue the processes learned in this workshop: . '

Thg Qutbaqk Management workshop seeks to'increase awareneés in th '
;rlmlnal justice policy-maker and executive about new aspects of ©
:sogrce management: The workshop will help managers reconceptualize
Q ev19us}y held not+ons about public financing and management and
in sqme instances, it will Present hard facts about how, prUdentl§
o'respond Fo the long-term demands of fiscal stress. The act 'l"
da1;¥ practlces_of cutback management--some of which are new agg
igeglously untried in yany criminal justice agencies--will, of course
b :pendgnt on'the skill, leadership, abilities, and capacities of '
gencies which these executives must manage.

i:wli iuf hope that tbe'WQrkshop will assist these managers to carry out
oles and new activities so that the administration of justice

can be.seryed in a way that builds on the accomplishments of the t

and maintains and expands improvements for the futuré. £

H. Jerome Miron

Team Leader -

Research Utilization Program : :

5530 Wisconsin Avenue NW | 9
Washingten, DC 20015 |

(301) 654-8338

Januaxry 1982
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ABOUT THE NATIONAL INSTITUTE OF JUSTICE - -

: The National Institute of Justice is a research, development and evaluation
center within'the U.S. Department of Justice. Established in 1979 by the Justice
System Improvement Act, NIJ builds upon the foundation laid by the former National
Institute of Law Enforcement and Criminal Justice, the first major Federal research-
program on crime and justice. :

Carﬁying out the mandate assigned by the Congress, the Naticnal Institute
of Justice: - ‘ ‘

°® Sponsors research and development to improve and strengthen the
criminal justice system and related civil justice aspects, with
a balanced program of basic and applied research.

‘® Evaluates the effectiveness of federally-funded justice improvement
programs and identifies programs that promise to be successful if
continued or repeated.

° Tests and demonstrates new and improved approaches to strengthen
the justice system, and recommends actions that can be taken by
Federal, State, and local governments and private organizations
and individuals to achieve this goal.

° Disseminates information from research, demonstrations, evaluations,
and special programs to Federal, State and local governments; and
serves as an international clearinghouse of justice information.

) Trains criminal justice practiticners in research and-evaluation
findings, and assists the research community through fellowships
and special seminars. ' _

Authority for administering the Institute and awarding grants, contracts,
and cooperative agreements is vested in the NIJ Director, assisted by a 21-
member Advisory Board.. The Board recommends policies and priorities and
advises on peer review procedures. '

NIJ is authorized to support research and experimentation dealing with thev
full range of criminal justice issues and related civil justice matters.

Ieports of NIJ-sponsored studies are reviewed by Institute officials and
staff. The views of outside experts knowledgeable in the report's subject area
are also obtained. Publication indicates that the report meets the Institute's

standards of quality, but it signifies no endorsement of conclusions or recom-
mendations.

James L. Underwood
Acting Director
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RESEARCH UTILIZATION PROGRAM

WHAT IT IS

The National Institﬁte of Justice (NIJ), part of the U.S. Department of
Justice, supports wide-ranging research in criminal justice, including the test-
ing and evaluation of inmovative programs. As new knowiedge is gained, the
Institute follows through with the essential step of communicating what has been
learned and any related policy, program, and research implicatioms. o

The Research Utilization Program, administered by NIJ's Office of Develop-
ment, Testing, and Dissemination, makes research and evaluation results acces-
sible to criminal justice officials, other government executives,: community
leaders, and researchers. The goal--to influence crime control idnd criminal
~ justice improvement efforts and map out future research strategies. :

HOW IT WORKS

The Research Utilization Program (RUP) consists of three elements: Research
Utilization Workshops, Special National Workshops, and Field Test Support.

Research Utilization Workshops (RUWs)

These are workshops held for criminal justice practitioners, government (”‘
executives, and community leaders on the application of research and evaluation
results to public policy and programming.

Research Utilization Workshops address subjects where a body of research
findings suggest new program approaches. They are oriented to action or opera-
tions and address important needs of state and local governments. The topics
chosen are generally based on NIJ Field Tests, Program Models that outline
potential program options and the advantages and disadvantages of each, or
research/evaluation studies.

Prior to 1981 the RUWs were normally 3-day workshop series held at several
locations across the country and attended by 50 to 90 top criminal justice
policymakers and administrators in a multistate area. In 1981 the Institute
began to look at less costly ways to conduct training and disseminate research
findings. One major approach being considered is the use of modern telecommuni-
cations technology.. This method of delivery seems particularly promising in
reaching relatively large, geographically dispursed audiences.

Since its inception RUP has presented workshops on a wide range of topics
which were attended by several thousand criminal justice officials, other govern-
ment executives, community leaders, and researchers. The topics covered in these
workshops included:

. Improving Police Management (§§
. Neighborhood Justice Centers =
. Compensating Victims of Crime
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Developing Sentencing Guidelines
Community Crime Prevention Planning
Management of Stress in Corrections
Operating a Defender Office
Improved Probation Strategies
‘Maintaining Municipal Integrity
Managing the Pressures of Inflation
Managing Patrol Operations

Health Care in Correctiomal Institutions
Victim/Witness Services

Prison Grievance Mechanisms
Managing Criminal Investigationms
Juror Usage and Management

Rape‘and Its Victims

Participants in RUWs receive summary findings of relevant research, compre-
@eqsive bibliographic references, individual program planning guides, self-
instructional materials, handbooks, and selected readings. Each participant is
awarded a certificate of attendance at the workshop's conclusion. Multimedia
Qackages on most RUW topics are available on request to agencies interested in
implementation. Included are videotapes, Institute publications, handbooks,
manuals, and other resource documents. : 4

Special National‘Workshqfs (SNWs)

' Special Natiional Workshops are one-time events designed to establish direc-
tions for future research or share information and develop awareness among
executives- and policymakers.

The SNWs inform researchers and practitioners about important new research
and evaluation findings, define appropriate new directions for NIJ research, and
geet the needs of groups such as elected officials, planners, and evaluators for
information on current research and advanced practices in aspects of criminal
justice. These workshops are less operationally oriented than RUWs or Field
Tests since they do not represent a particular program design or specific pro-
gram options. They do, however, have action implicatioms for public policy,
present practices, and future research.

The Research Utilization Program assembles a team of nationally recognized
experts on each SNW subject. Extemnsive conference support services are also
provided for the workshops, including multimedia development, editing and pub-
lication of materials, and logistical support.

Special National Workshops have been held on:

® Research and Evaluation Methods and the Third Natiomal Workshoo on
Criminal Justice Evaluation--An update of recent developments and
methods used to investigate and analyze social programs and criminal
justice evaluation procedures.

'y Historical Approaches to Studying Crime--Modern-day criminal justice
problems approached through an historical perspective of violent and
non-violent crimes. ‘

X1
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Field Test Support

TR, e it

° State Legislative Planning for Correctional Reform--Methods and @Eg Field Test Supnort provides technical assistance and' training for staff and A
resources for planning and developing approprlate correctlonal legis . uollcymakers at sites selected to implement NIJ Field Test desigss. These :
lation at the state level. ‘ ( 3 designs represent promising new operatlonal anproaches to controlling crime or e

‘ ) — improving criminal justice. ‘ :

* Prevention and Detection of Fraud, Waste, and Abuse of Public Funds--A '

conference of state and local practitioners, researchers, and federal : _ ‘The Field Tests involve carefully designed program strategies that are |
officials to assess needs and develop strategles to prevent and detect implemented in a limited number of sites under controlled or quasi-contrelled
fraud, waste, and abuse of public funds. conditions to determine the effectiveness, transferability, and sultablllty of ;
the concepts for further demonstration. '
° The Serious Juvenile Offender-~Review of research and development - ' ‘ i

needs for planning (ia cooperation with the National Idstitute of ; Key Lepresentatlves from the Field Test sites receive training and technlcal i

Juvenile Justice and Delinquency Praventlon) assistance designed to: o . i

» Stochastic Modellng--A promising new . technlaue for crime analyals. ¢ grligtthzt;i;tecitaff on the goals, methods, and requlrements Of the 5
ie e je : ‘ i

° Plea Bargaznlng--Current 1ssues ‘and new research on thlS ud1c1al ro- ' - ~ : ' ' i ' %
cess. , N : 'J ‘ P IR ) Build skills in the particular program technology g

Y Second National Workshop on Criminal Justice Evaluation--The entire ¢ Assist in project implementation |
spectrum of criminal justice research and evaluation issues. !

J R ' ~ . . . Assist test agencies in copducting technology transfer conferences to |

) . ! . ',{‘ B I . . . . . " . {

¢ Forensic Science Services and the Administration of Justice--Interdis- familiarize colleagues in nearby jurisdictioms with the test experience. |
‘ciplinary exchange of views among various members of the criminal Jus- » Field T 1v i . . b 1 : . y
tice community. . . @wﬁ ie ests currently in operationm or in the planming stage are: g

. B - :

. Mental Health Services in Local Jails--Models for improving service - ¢ Employment Services for Ex-Offenders 3
delivery. } : ' 3

, : <.» Boston, Chicago, and San Diego are the sites of this field test to i

* The Career Criminal--Implications of research from the VIJ Career examine the impact of employment services in reducing recidivisin and T

Criminal program.

éggersinggr v. Hamlin--Legal counsel for indigents facing jail.

Update '77; Update '78--The role of local officials in criminal
justice decisionmaking.

Determinate Sentenc1ng--1mpllcatlons of this trend for the criminal
justica system.

Pretrial Release--Dlscu531on of a demonstration project with judges
from all 50 states.

C;ime Control; State of the Art--An update of criminal justice knowl-
edge for governors and representatives of State Planniag Agencies.

.Urban Crisis Planning--Simulated plannlng of responses to hypothetical
crisis situations.

i

Performance Measurement--Organizational assessment techpiques for

‘inc¢reasing job tenmure for ex-offenders. The test will assess the
influence of follow-up support services that supplement expanded
vocational training, counseling, and job placement in preventing post-
release criminal behavior.

'Y  Supervised Pre-Trial Release

This field test provides services to facilitate the release of
defendants who are umable to post bail or are ipneligible for release
on their own recognizance. The goals of the approach include reducing
arrests during pre-trial release, insuring court appearances, and
reducing jail overcrowding. Participating jurisdictioans are Portland
(Ore.), Milwaukee, and Miami.

° Differential Police Response to Calls for Service

The increased volume of citizen-initiated calls for service in recent
years, ccuapled with strained police budgets, has made it increasingly
difficult for pelice departments to respond to all calls for service

in the traditiomal manner of sending a patrol umit as quickly as possi-
ble while maintaining their current level of activity in other areas.

police, courts, and correctioms. ‘
‘ o Departments have attempted tc meet these competing demands through var-

Additional SNW's will be scheduled as significant reseafch and evaluation o ious approaches, all of which share the common objective of developing

results occur and state/local needs are identified.
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‘more efficient means of allocating available resources. Three police
departments in Garden Grove, California, Toledo, Ohio, and Greensboro, - ..
North Carolina will participate in attempting further efficiencies (%9‘
through the development and implementation of a refined call classifi-
cation scheme, an expanded range of response techniques, and optimal
matching of calls to response. The resulting quality of police ser-
vices will be measured by police effectiveness aad costs as well as
citizen satisfaction.

Early Representation by Defense Counsel -

Three local public defender offices will participate in this test to
determine the effects of early represeatation on the operations of the
participating public defender agencies, the quality ¢f attcrmey-client
relations and the impact on other compoments of the criminal justice
system in processing felony cases. Each participating site will
develop procedures for defense counsel: representation for indigent
clients at or near the point of arrest and sufficiently in advance of
‘the initial court appearance. The test shall determine in a systematic
fashion whether the limited research and empirical evidence are valid
that indicate early representation will speed the process by which
cases are disposed and will improved the overall. quality of representa-
tion. A :

Differentiated Parole Supervision

Parole supervision, which aims at both surveillance and service, has f 7
been criticized in recent years for providing neither effectively. )
Neither style of supervision has had its outcomes carefully observed

and distinguished from one another. This field test aims at providing
information which will help parole agencies select and implement
supervision methods best suited to different types of clients. Models

to be investigated include control oriented parole, service oriented
parole, traditiomal supervision, and summary parole.

Commercial Security

Conducted in St. Louis, Denver, and Long Beack (Calif.), the Commercial
Security Field Test will assess the merits of procedures to reduce
commercial crime in small retail and service businesses. Aimed at

such crimes as robbery, burglary, and larceny, the test program
includes security surveys of businesses in selected commercial neigh-
borhoods with high crime rates. C(Close police-community interaction
and follow-up activities to encourage adoption of the security recom-
mendations are also emphasized.

Structured Plea Negotiatior

Though widely criticized and misunderstood, "plea bargaining' accounts
for 80 to 95 percent of case disposition in many jurisdictioms. This

field test will create in participating jurisdicticms a structured . ( )

conference procedure involving not only the defense and prosecuting
attorneys, but also a judge, the defendant, and the crime victim. The
experiment will analyze whether the approach increases consistency and

xiv
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potential for change in these areas:

: A T
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_fai;nes; of plea bargaining agreements (in fact and in the public's .
ggrceptlons), speeds case dispositions, and streamlines coupt opefa-
tions. Wayme County (Detroit), Michigan, Jefferson County (Louisville)

§EQEHCkY and Pinellas County (Clearwater), Florida are conducting .the
ast. ' - - ‘

»

. Multijurisdictional Sentencing Guidalines

Participating in this test are four courts of general jurisdiction
representigg urban, suburban, and rural areas in Florida and Maryland
The Fest will study past sentencing decisions in these courts ﬁhen u;e
the %uformation to develop sentencing guidelines that judges in the
pgrt1c1pating courts will follow for a l-year experiment. The test
will determine the feasibility of using sentencing guidelines as a

tool for reducing unwarranted sentencing variation and 'articulating
sentencing policy in diverse jurisdictions.. ' 4

' Other Field Tests receiving suppoert from RUP since 1976 are:

) panaging Criminal Investigations
. Juror Usage and Management
) Neighborhood Justice Centers
e  Pre-Release Centers

) Managing Patrol Operations

) Improved Correctional Field Services.

The most recent Research Utilization Workshop findings imply long~term

() Qom?ensating Victims of Crime--About three-fourths of the participants
lndlcaFed‘that they gained additional insights on basic issuves for
establishing and operating a victim compensation program.

» Manage@ent of Stress in Corrections--The results on actions taken by
participants soon after the workshop indicate that at least thr;e-
fourths of the respondents perceived the concepts presented at the
yorkshops as appropriate for their systems/institutions. Specifically
impact of the workshops is indicated by actual progress on breliminarv’
steps that should lead to organizational change. ’

Internal and external evaluations were conducted on selected 1979 topics.

Results of both show significant progress in the initial phases of the change

process.
each other.

D

Both the internmal and external evaluation results were consistent with

) Maintaining Municipal Integrity--About half the participauts reported

a heightened ?wareness of ethical issues and said they have taken steps
to asse;s their jurisdictions' investigative ability, vulnerabilitv to
corruption, and regulatory and eanforcsment capabilities. ’

Xv
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. L
o  Operating a Defender Office--Over half the participants reviewed their % . | ) L ey '
ersonne% policies. Almost half evaluated iheir cﬁrrent scope of ? ODTD has built a system to bridge the operatiomal gap between theory and
zerv1ces and determined areas where additional staff training was .‘("% 3 practice and the communication gap between- researchers and practitioners. The
needed. ) « g eeP ), Pprogram prov1des
: e . g . e i ' acti 1ideld odel justice system programs
® Improved Probation Strategies--Over half the probation officials at * P?aFtlgal guldelines for model j T Prog
the workshops have subsequently disseminated strategies for im Jving , s - . ' .
prabstion wnd evaluated cheir prasest services. Almost alf hava ra- B e e oo g e A M A e
viewed current caseloads and assessed available resources for planning findings prog o sing
and implementing a more efficient monitoring system. s J
° Managiﬁg Patrol Oneraeions--Over half the pclice persénnei analyzed ¢ FiEld tests of important ney approaches iz different communitie;
‘ tgziznizgr:t Zi:rzzizgiouSLng the syetematlc assassment procedures ¢ On-site training visits for justice system officials to agencies
P P o operating successful,-innovative programs
on thiiiuizzliiize:?ow that a ma;orlty of partlclpants reported p031t1ve EfIECtS, e  Clearinghouse and reference serv1ces for the -intermational justice
' , community.
° Health Care in Correctional Institutions--Two-thirds of the medical,
correctional, and planning personnel who attended the workshop evalu- h
ated their health care procedures and began generating outside support
for change. About half revised both their medical record and medica-
tion distribution systems and stopped using inmates to deliver health ;
care services. i
’ &
° Victim/Witness Services>-Almost three-fourths of the participants-- .
.prosecutors, law enforcement officials, and community organizers--pub- { } i
licized new victim/witness services and sought new advocates for such ’
programs. More than half attempted te increase interagency cooperation
in this area.
' Managing Criminal Investigations--Changes in case screening, initial
investigztions, and management of investigations were reported by about
half the participants. :
° Juror Usage and Management--Over half the¢ participants instituted
changes in their jury selection and use procedures after attending
this workshop.
A
. Rape and its Victims--Over three-fourths of those attending the work- ’
shop reportad increased cooperation and communication among community
agencies providing services to rape victims. ¢
About the Office of Development, Testing, and Dissemination 3
. i
Within the National Institute of Justice, the Office of Development,
Testing, and Disseminatiocn is responsible for distilling research findings,
transforming the theoretical into the practical, and identifying programs with
measurable records of success that warrant widespread application. As part of
its program, ODTD also provides financial and technical assistance im adapting
and testing model programs in selected communities. The Office also disseminates ( |
information to justice system executives nationwide through a variety of vehicles. ™
The aim is to give justice professionals ready access to promising new approaches i
in the administratiom of justice.
xvi xvii
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qr‘ | SIOGRAPHICAL NOTES .
i '
e Z. JERCME MIRCN is a senior associats of the University Research Corgoriatio:
andé is the Dirsctor of the 2olica Technical Assistance Proj=cz.‘ iAs ; T?am
Leader Ior the Research Utilization Program, he is resgonsib}e for the ;es;;n
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 SESSION 1

B

INTRODUCTIONS AND ORIENTATION TO
* -~ THE WORKSHOP

\
W

Summary of Session‘

At the beginning of this session, participants and training
team members will be introduced. C

An overview and orientation to the workshop will then be
bresented which will address the following topics:

® A review of the problem to be addressed
in the workshop; ‘

e The approach to be followed in this
workshop in order to address aspects of
the problem;

® A listing of selected questions and
specific issues to be treated in the
workshop;

e The objectives, curriculum and methods to
be followed in the conduct of the workshop;

e A listing of the anticipated outcomes and
products of the workshop;

e Some final observations about some of the
characteristics of cutback management.

This session will conclude with some observations about the use of
the Participant Handbook and the Manual of Readings. At the
conclusion of this session, there will be a brief break, after
which we shall begin with Session 2: Fiscal Stress... A Closer
Look.

~
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.ASPECTS OF THE PROBLEM TO BE ADDRESSED

" Local Government's Dilemma in the 19805

Two éompeting pressures will continue to impact on local
government policy-makars and executlves in the forseeable
future- : o

° Pressures to maintain and/or expand
currently established, tax-supported,
government serv1ces,

o Pressures o elimlnate and/or cutback-l
currently established, tax-supported,
government services

Fiscal Stress: A Cause of the Dilemma

e  Fiscal stress refers to the gap which
exists between the availability of
local government revenues and the
expectations of citizens and government
employees alike who have come to expect
and need more services, beneflts, and
wages from government.

Good Times Have Become Hard Times:

$
Per
Capita

: . ,
Good Times: ‘Hard Times.

“r

)

e e

° Some

{jﬁ ° Some

Causes of Fiscal Stress:

Fiscal stress may be due ‘to the inability or

the unwillingness of the economy--as measured

by the Gross National Product.(GNP)-<to generate
sufficient growth, annually, so that governments
can derive sufficient revenues to support services
and wages; L B '

Fiscal stress may be due to the inability or

‘unwillingness of government policy-makers to

put unacceptable demands on taxpayer's take—home
pay or profits by the use. of varlous Lax1ng
authorities; :

Fiscal stress may be a symptbm of resource
scarcity at the societal and even, global,
level;

Fiscal stress is due to a multiplé and complex

" series. of causes that include economic factors,

political factors, and political-economic beliefs
and judgments.

Consequences of Fiscal Stress:

Governments, at all levels, are being forced

to stretch resources, ration services, cut back -
programs, make tradeoffs between various programs,
close facilities,vcancel projects, defer maintenance,
abolish positions, and lay off employees;

Government executives are required to develop

and use new and untried managerial practices to
reduce resource consumption and to apply these
practices to public organizations that have
previously been dependent on a growth of resources;

Government executives now have to make policy

and exercise management decisions in a new political
environnent that is composed of citizens, clients,
competing interest groups, public employees, and
elected officials each of whom, in differing ways,
may not easily be persuaded to make sacrifices or
lower expectations so that lower levels of public
resources are spent.
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CLARIFYING THE PROBLEM = C .

° The Impact of Fiscal Stress on Public Management:

e .

‘The causes and consequences of fiscal stress have
‘effectively altered our customary understanding

about the meaning and practlce of publlc management
and public pOllCY making;

Fiscal stress will continue and become more intense
and more complicated. Therefore, it demands a new.

type. of public management and new forms of‘managerial

arrangements within public organizations;

" Public’ organizations have been designed and managed

~--in the recent past~-under assumptions of growth;
public organizatiomns now must be re-designed and
re-managed--in the current and near future--under
operational assumptions of resource scarcity.

® The Impact of Fiscal Stress- on Criminal Justice System Management:

Criminal justice managers have believed that their
services are necessary and essential and therefore

are immune from cuts. » (’

Fiscal stress has altered that belief!

Criminal justice managers have justified growth

in expenditures by referring to increases in workload
and demand for services.

Fiscal stress has called into gquestion such justifications!

Criminal justice managers have argued that the principal

problem facing the system is economic~-the enormous
discrepancy between demand (crime incidents) and
supply (available resources).

Fiscal stress is beginning to doubt this assumption!

(

g

e e S e ST

RIS

i

J

i ;

£

e T P o 8 e

THE PROBLEM DEFINED

The combination of fiscal stress and its consequences are
producing such pressures on the current criminal justice
system as to require a new form of executive management
and policy making for the system.

The problem is that, until quite recently, there has been
little effort expended by criminal justice executives to
explore the dimensions and characteristics of this new
form of management and to apply its practices, across the
board, to criminal justice agencies.

APPROACH TO THE PROBLEM

The Cutback Management in Criminal Justice I*»rkshop is one

approach to addressing the problem of the .swact of fiscal
stress on the criminal justice system in a local government.

As used in this workshop, Cutback Management refers to a
process by which the criminal justice system and its agencies
are managed in such a manner that--

® managers and policy-makers agree on
the level of available resources;

) managers and policy-makers agree to
define and to deliver primary core
services in an efficient and effective
manner;

e managers and policy makers agree on
strategies to manage resources so that
appropriate levels of available resources
are prudently consumed;

° managers and policy-makers agree to
management strategies that effectively
provide beneficial effects on the
community and jurisdiction served by
the criminal justice system.

St




ISSUES TO BE ADDRESSED IN THIS ..
WORKSHOP

What is the nature of fiscal stress, what are its characteristics, can it
be managed and controlled by local govermments, and what should criminal
justice policymakers and. executives know about this problem in order to
plan for appropriate adjustments in the design and delivery of their
services? » ‘

What is cutback management? Why is it different and difficult? How does
resource scarcity alter our previous understanding and practices about
public management and criminal justice management?

What essential steps can be taken by criminal justice executives in oxder
to manage their organizations toward lower levels of resource consumption
and organizational activities? Is this always possible within criminal
justice agencies? What strategic decisions are available to be used by
executives as a framework for taking actions to respond to budget cuts
imposed by funding organizations? ’ '

Who decides--and how--to determine primary core services of specific
criminal justice agencies?

When and under what conditions can imposed cuts be accepted or resisted
by agency executives?

What are--or should be--the factors that directly influence the many
choices that a criminal justice executive faces when he/she becocmes aware
that lower levels of resources are projected for his/her agency?

What cost~effective and cost-saving ideas are available to policymakers
and executives? How can they be applied? Under what circumstances?

Can policymakers and executives work together within the criminal justice
system in order to establish collaborative means by which the impact of
fiscal stress can be lessened? What are the conditions for such col-
laboration? What fosters or prevents such collaboration?

* % %

There are not ready solutions to these guestions--
except those which you, as a group, are willing to
create and use with each other...

«

OBJECTIVES OF
CUTBACK MANAGEMENT WORKSHOP

The objectives of the workshop are to enable criminal justice
executives and policy makers—-

To define fiscal stress and to describe
the characteristics of fiscal stress;

To define cutback management and to describe

- the operational characteristics of cutback

management on internal agency operations
and external agency relationships with funding
organizations; ' '

To ascertain the primary core services or
activities that a criminal justice agency
must provide and to ascertain what level

of resources are needed to support or protect
the effective delivery of these services;

To use a strategic planning process by which
a criminal justice agency and a jurisdiction
can adopt selected strategic decisions or
choices to use or to protect resources needed
for the effective delivery of core services;

To acquire an understanding of new policy-options
and new management-oriented technologies that
have increased efficiency and reduced costs in
some jurisdictions in the operation of law en-
forcement, courts, and corrections agencies;

To produce a two-part plan of action by which
individual criminal justice agencies and the
jurisdiction-~wide criminal justice system can
lessen the impact of fiscal stress on the
operations of the system.
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CURRICULUM

Section III: Reviewing Alternative Approaches To Improve

CURRICULUM OF —= - - .
The Criminal Justice Agency

CUTBACK MANAGEMENT WORKSHOP

Choices about how to manage an agency towards lower levels of
resource consumption also mean that managers, as part of their .
strategic-decisionmaking processes, explore available alternatives
to their current manner of designing and delivering their services.
This section will examine how other criminal justice executives have
5 used knowledge and technology in order to improve the efficiency and,
' at times, reduce the costs of services. Sessions in this section
will be agency specific in the sense that concurrent sessions will

The Cutback Management curriculum has been designed as four related sections;

each section contains several workshop sessions. Each section--and its sessions--
is intended to establish a foundation for succeeding sections and sessions.’

The outcome of the workshop is a written plan of action to be created and used

by both specific agencies and by the local jurisdictional‘leaders of the criminal
justice system.

2] be delivered for law enforcement executives, judicial, prosecutor and
. N , . , N defender executives, and corrections executives. Policymakers and
Section I; Fiscal Stress 3“d Flpanc1al.Ind;cators...A~Closer Look § other fiscal personnel are to choose whichever sessions they need in
' - ) ) | ’ o~ order to increase their own understanding of potential improvement
In this section, several sessions will explore and discuss in some detail | e n programs of specific agencies. :
the meaning, characteristics and causes of fiscal stress. Participants - £ ol .

will also discuss some of .the indicators of local fiscal stress and offer ( !
judgments about the ability of a lecal jurisdiction to forecast and control |

some of the factors that contribute to fiscal stress. Section IV: Constructing a Plan of Actiocn

In this section, participants will apply the knowledge, skill and
insights they may have gained from the previous four sections of the
workshop. In one session of this section, rspresentatives from the
same agency will work together as a team in order to develop a plan
of action that can be used in their agency as a way of lessening the
impact of fiscal stress on their operations and, at the same time, .

Section II: Cutback Management...Meaning...Issues...Tasks

Cutback management will be described and defined and a methodology of
cutback management will be explained in this section. Several inter-
related sessions will then be presented which will focus on each step in

the methodology. A concluding session in this section will enable agency i aid in improving the efficiency of these operations. In a succeeding
‘teams to choose a strategy and map out the means needed to support the L i session, all participants will work together as a system-wide team
effective implementation of the chosen strategy. k.ﬁ of executives and policymakers in order to construct a jurisdiction-

wide plan of action.
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WORKSHOP METHODS

Several different methods will be followed in the conduct and
delivery of the curriculum of the workshop: :

Plenary Session Lectures and Presentations

- Selécted sessions will be delivered to the full assembly
through the use of a prepared lecture and presentation accompanied
by visual aids. Questions, discussion and comments will be welcome.
Due to time constraints, the presenter may need to close off :
the time for questions or comments. Usually, a plenary session

will last approximately 40:00‘minutes.

Agency-Team Task Groups .

Other sessions will be conducted with the activs participation
of participants. Usually small groups of participants will be

formed as representative of the principal .agency within the
criminal justice system---e.g., police, courts and correctiins teams.

At least three different forms of small-group processes will be
used in this workshop:

® Nominal Group Technigque which is a way of organ-
izing a meeting to enhance its productivity. Its
purpose is to balance and increase participation,
to use different processes for different phases
of creative prohlem solving and to reduce the
errors in aggregating individual judgments into

group decisions or consensus.

® Stakeholder Mapping which is a. group technique
to assess the potential impact of all stakeholders--
defined as those groups or individuals outside an
organization~--whose actions can affect a set
of organizational objectives, strategies or plans
of action. Information derived from this technique
can be used by organizational managers in a variety

of wavs.

® Responsibility Charting is a technigue by which
a group can identify and correlate the tasks,
responsibilities, time deadlines, and activities
needed to carry out a particular plan or strategy.

There is a dual purpose in the use of these group-techniques:

to assist participants during the workshop to carry out workshop
related tasks and to enable participants to experience the use
of these techniques so that they may be able to apply them
appropriately in their own agencies following the workshop.

10
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WORKSHOP SCHEDULE OF SESSIONS

INTRODUCTIONS AND ORIENTATION TO THE WORKSHOP
FISCAL STRESS...A CLOSER LOOK... |
ASSESSING LOCAL FISCAL STRESS: A GROUP TASK

CUTBACK MANAéEMENT...MEANING
METHODOLOGY. .. o TASKS.

GOVERNMENT FINANCING;..FINANCIAL CONDITION.;.
FINANCIAL INDICATORS. . .BUDGETING. .. | .

DETERMINING PRIMARY CORE SERVICES...ENDs ELANNING...
MEANS PLANNING. ..POLITICAL SPACE...

| DETERMINING A CORE PROGRAM: A GROUP TASK

STRATEGIC DECISIONMAKING
: ...TO AC
RESIST CUTS... ST OR %O

TESTING A CHOSEN STRATEGY : A4 GROUP TASK

gg;T-EFFICIENT ALTERNATIVES...CONCURRENT SESSIONS...
R POLICE, PROSECUTORS, DEFENDERS, JUDGES, AND

CORRECTION OFFICIALS AND EXECUTIVES

A CASE FOR COLLABORATION. ..

AN AGENCY-SPECIFIC PLAN OF ACTION: A GROUP TASK

A JURISDICTICN-WIDE PLAN OF ACTION: A GROUP TASK

SUMMARY AND CONCLUSION OF WORKSHOP

Sessions listed in i ]
n italics are small a
) $ rou . .
listed are plenary sessions. group sessions; all other sessions

Exact beginning and end times £
. . or each day and for i i
be negotiated with local co-sponsors of tge worisho;aCh sesston il
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OUT~OMES OR PRODUCTS OF THE
“WORKSHOP

Three outcomes are anticipated as products of this workshop.

Intra-drganizational Team Building

e ey

The combined use .of presentations, group processes, and
group tasks is intended to aid participants from the same
agency understand and agree to some of the major managerial
problems that their agency faces as a result of fiscal :
stress. Such common understanding and agreement often
are the essential foundations for the development and
enhancement of an =2ffective agenqy management team.

Cross—organizational Team Building

The curriculum and the methods to be followed are also
intended, perhaps for the first time, to assist executives
and policy makers who represent different agencies in the
criminal justice system to understand the constraints and
the opportunities that are present to each other.

While the workshop cannot create a criminal justice team
it can and will point out through its curriculum and its
processes that there is a need for cellaboration and.
cross~organizational relationships. Furthermore, the

workshop itself represents how such a need can be accomplished by
a planned and structured process. Whether this collaborative

process will be maintained after the workshop experience,

will, of course, depend solely on the leadership and willingness

of participants.

An Agency and Jurisdiction Plan of Action

The curriculum has been designed so that each session will
build upon and use the information, data, processes, and

findings of preceding sessions. All sessions will, cumulatively,

build to the final sessions which will apply the lessons of
the workshop to a product: a written plan of action to be
developed by each agency and a jurisdictional cross-agency

plan which is intended to continue the initiatives developed

in this workshop.
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FINAL OBSERVATIONS ABOUT THIS
WORKSHOP

Cutback Management As a Political-Management Process:

"The major obstacle .to solving economic problems by government and

within governments is political... because...Society tends to view
economic change as a zero-sum game in which a gain for one is a loss

for another...and...The prcblem with zero-sum games is that the

essence of problem-solving is loss allocation. But this is precisely
what our political .process is least capable of doing...When there are
economic gains to be allocated; our political process can allocate
them...When there are large economic losses. to be allocated our political
brocess is paralyzed...And with political paralysis comes economic
paralysis..." -

Lester Thurow
The Zero-Sum Society (1980)

Cutback Management as a Responge to the New Crises in the Public Sector

"Economic growth is a powerful solvent for the Problems that trouble
governments...because it allows government benefits to expand without
depriving anyone and...it helps solvé the most fundamental political
problem of democratic societies: it helps maintain national consensus
by reinforcing citizens' beliefs that their system of government works
to their advantage and that their taxes are being spent well by a
govermment that is equitable, stable, and efficient...

Fine-tuning the finances and administration of public agencies and
programs will not alone solve the larger problems of stimulating
economic growth, but it may contribute--along with other government
policies and private-sector initiatives--to restoring...economic
growth rates...

Thus, public officials have an opportunity to fashion strategies to
combat fiscal stress and to take imaginative action to improve cost
effectiveness in government..."

Charles Levine
Managing Fiscal Stress: The Crisis in

the Public Sector (1980)

13
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e Cutback Management As a Human and Organizational Issue

"In order to carry out its prescribed tasks over a long period,

‘an organization must survive; and to survive, it must avoid

undue and unnecessary consumption of human energy and of other

human sacrifices.  Every individual belongs to several organlzatlons,
each of which requires effort or some other sacrifice on his part.

To some extent, these organizations must compete for his contributions.
We may assume, therefore, that the less human sacrifice required

by an organization to perform a given task under given circumstances,
the greater the assurance that the organization w1ll survive and -
contlnue to fulfill lts purposes..."

Edwin O. Stene
An Approach to the Science of Administration
+ (1940)

e Cutback Management As A Process of Long~Term Thinking and Manégigg

" Let's review what we know about the retrenchment of public organizations.

In a world without politics, with perfect information, fungible revenues, o
and flexible assets, retrenchment is a reasonably simple, straightforward ( ;
process. All we would have to do is identify our programs, account for

their costs, rank order our priorities, assemble our resources, and fund
programs that have high priorities and ignore programs with low priorities.

This is, of course, the logic behind Zero Base Budgeting...But in the

real world of government, this method of decision-making 1s Impossible..

In government there is substantial complexity, uncertainty and differences

of opinion about means and ends that convert into disagreements about
priorities...Furthermore, there are few fungible assets since most revenues

are earmarked, committed to specific programs, or tied to satisfying

legislative or judicial mandates...

The result of these constraints is a strong preference among policy makers
for short-run, incremental, and piecemeal problem-solving methods. It is
hardly surprising, therefore, that when confronted with revenue shortfalls,
few public officials have viewed retrenchment as a long-term problem
requiring large-scale strategic choices...Incremental thinking is so
deeply engrained in contemporary public administration that even when
volitical leaders seem to agree to target an agency or program for deep
ctits or termination, administrators and employees rarely take the cut

as the beginning of a secular shift in agency fortunes...

Instead, they initiate methods of adaptation that conform to routine
budget and personnel adjustments as if the cutback was part of a downturn
of a cyclical nature...making the assumption, of course, that the fund
reductions will be restored in the near future...

TN
s ’

Charles Levine
Cutting Back the Public Sector
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Cutback Management as a New Form of Public Management

Fiscal stress or Hard Times makes public agencies, public managers or executives, and the leadership roles of such executives
different than these would be in periods of economic growth or Good Times. These differences are accounted for in our
workshop definition of Cutback Management. Moreover, these differences can be contrasted and displayed as follows...

In Good Times, public organizations... In Hard Times, public organizations...

® provide new resources for new work... ) ® impose new tasks without new or sufficient resources...
e permit redundancy... : e eliminate redundancies and "take their one best shot"...
e forgive mistakes and errors... e penalize mistakes heavily...

® offer several cholces among competing "goods"... [

force cholces among related "evils" and choose ‘the lesser of multiple
i "bads™ or "ecwils"... '
permit services to new .constituenciles...

. e ensuie broad client dissatisfaction...

e make changes seem invitizg and possible... ® make change seem threatening and difficult...

e orient themselves to both present and future... e steer attention towards the past...

e allow and prompte various rewards for staff... e lessen the opportunity for motivational rewards...

e select and train key subordinates... e permit little upward mobility...

@ invite attention to novel and innovative programs... e force priorities to- focus on "basics"...

o rarely force a departure from settled plans, e are forced to manage by crisis and depart from settled policies,

policdies, and established management principles... plans and programs... .

e are willingly open to cutside observors... o often close themselves off from others, circle the wagons and
stimulate a closed, centralized decision-making process that borders
on secretiveness. .. S

In Good Times, Managers manage to... In Hérd Times, Managers manage, as Leaders, to...
¢ down-play personal authority and delegate e exercise forceful leadership, centralize decisions and

major responsibilities to subordinates...
e maintain a low personal visibility...
@ seek predictability and to control risks...
s motivates others by the promise or offer of rewards...
® permit diversity and pluralism within the
organization...
® cooperates, coordinates, and collaborates
with outside organizations...

inspire subordinates through a reliance on personal status ...
® attracts personal public attention...:
e thrive in an atmosphere of crises and drama...
o demand efforts from others that amount to personal sacrifices...
° deménd organizational unity and uniformity...

® compete and possibly confront outside organizations...

©_ @ insist on confidentiality of the organization's processes.
. : .,"3-*

® keep organization open to outside observors...

e e |
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LIMITS OF WORKSHOP

i Lo

WThe three-day Cutback Management Wbrkshop can helqhten
awareness among policy makers, executives, and managers
of the criminal justice system of various new aspects
‘of resource management and help to reconceptualize
1certa1n aspects and notions, and, in 1nstances,'present
'some hard core facts about how prudently to respopd to
tthe demands of fiscal stress.

Jt can do no more.
i

%,
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i SESSION-2 . |

FISCAL STRESS...A CLOSER LOOK

Summary of Session

In this session, a presentation will be given that will examine
more carefully the phenomenon of fiscal stress. Criminal Jjustice
executives, now more than at any other timé, need to know msre

about the nature, extent and characteristics of fiscal stress because
such knowledge is essential in order to devxse and apply sultable
management strategies.

Indeed, judgments made about the extent to which fiscal stress will
continue and for how long or judgments made about how to control and
manage locally derived revenues which are often directly related to
national economic trends, are the types of judgments and calculations
that all public managers need to make if they are to be effective.

The presentation will be in the form of observations, data, and
responses to the following guestions and topics:

e How real, how widespread, and how long
will fiscal stress be?

e How recent is this phenomenon?

e The relationship of fiscal stress to the
national economy, recessions, OPEC, inflation,
and the national debt--some observations and
definitions.

e Is a long-term comprehensive plan or a short~term
incremental plan appropriate as a response to
fiscal stress by public managers®

The session will conclude with some summary observations and discussion.

Following this session, there will be a brief break after which we

will assemble for Session 3: Indicators of Local Fiscal Stress...An
Agency-Team Task.

A Glossary of Budget and Economic Terms used in this session is
attached as an appendix to this session.

17.
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A LOOK AT...GOOD TIMES!

(Note: An understandlng of *he complexztg of fiscal stress 15
best obtazned by comparlng'"hard times” to "good times”.
because current fiscal stress is generally seen as both

"a comparision with the past and a search for ways to improving
a future...)

° EC6NOMIC INDICATORS OF GQOOD TIMES...FOR GOVERNMENTS...

e A 4%-5% average annual rate of growth
in the real Gross National Product (GNP)...and...

. ® A 1%-2% annual rate of pricé inflation ...and..
(i? e A 4% annual national rate of unemployment...and...
e An annual (FY) Federal Budget that is.balanced
or, if unbalanced, has a politically acceptable

annual deficit that is,usually, acceptable at
a less than 1% of the GNP for a given year (FY)...and...

AT
A\
Srigmns®

1960 1965 . : ' R . "® A cumulative gross Federal Debt that is managed -
Good Times! o : in a way that does not excessively crowd out or

displace dramatically non-governmental borrowing

of available capital funds from the credit market...and...

& A tax rate on median income that is considered tolerable
to taxpayers and generally acceptable to eccnomlsts
and government pollcymakers.
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e GOOD TIMES...CREATE...FOR GOVERNMENTS . . .FISCAL DIVIDENDS..fAND...
POSITIVE CHOICES...

patterns of the good times

jonal economic growth
i persistent, effects for

indicators have the following,
governments...at all levels:

® There is a faster growth in government revenges...
pecause of the efficiency of the tax cocllection

system...

® This growthbis at a faster rate than could be
absorbed by the normal annual rate of growt?
in government expenditures... ’

® The resulting excess of revenues @ecoges
available as a fiscal dividend which is
projected to be available for use, by

7 government policy~makers, in varlious

ways. . .

-=f0 cut taxes...or...

——~to reduce tax rates...or...

-=to expand current government programs...0r...

vernment programs...

--to creafg new
e Failure tofzggn 1 the fiscal dividend back into

the stream of income--from which it came originally--
will, in time, alter some of the indicators of

good times...
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A LOOK AT...HARD TIMES!

' CHART #1: THE ECONOMY'S COURSE--1960~1980:

' The three charts on the next suéceeding pages are
Illustrative of the movement from good times to hard
' times...An analysis of "Hard Times" indicators is as follows:

The GNP annual growth rates between 1970-1980 were below
the good times indicators...approximately 3%...

The inflation rate between 1970-1980 was dramatically
above the good times indicators...approximately 7% for the
decade...and in some years in the 1970s...percentage rates
were double-digit percentages...

‘The annualized average unemployment rate for the decade was

above the goecd times indicators...between 7%-8%...as a decade
average, .. ' ’

The Federal Budget, annually, in the period 1970~1980 has
never been balanced in any given year...deficits, annually,
have ranged from 2.8 billion (1970) to 59.6 billion (1980)...
and, for most years, the deficit annually, has been at

a 3% level of the GNP for the given year...

The Gross Federal Debt--all public and agency debt issues
outstanding and owed by the Federal Government--as of 1980 was
$914.3 billion--by contrast, it was $382.6 in 1980...and...
another useful contrast is that in 1980, the Gross Federal

Debt ($914.3 billion) was 36% of the GNP in 1980 ($2,567 billion)...

Borrowing by the Federal Government, usually through the Federal
Financing Bank, to pay installments due on this debt has had the
dual effect--in the 1970s--of (a) increasing Federal expenditures
and outlays of the Budget and (b) crowding out private investment
from the credit market by stimulating--through quarterly borrowing--
interest rates in this market...

Tax rates in the 1970s generally remained stable...but the effects

‘of inflation on prices have stimulated wage inflations with the

net effect that median income tax brackets have increased...
and more taxes were paid...but not enough to cope with increased
expenditures...

The cumulative effects of these hard times indicators—-compared to
the gocd times indicators--have been...

® A vanished fiscal dividend...and...

® A persistent trend of expenditures...
in excess of revenues...
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GOOD TIMES HAVE BECOME
" HARD TIMES!

S
Per
Capita
()
1960 4965 | 1970
Good Times!
)
Per
Capita
REV/EXP
GAP
1970 1975 1980 (”@
Hard Times! .
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INDICATOR
® GNP
. INF#ATION
® UNEMPLOYMENT

e FEDERAL BUDGETS

® GROSS FEDERAL

DEBT

e PRIME INTEREST RATES

e TAX RATES: MEDIAN

INCOME

e EXPENDITURE RATES

QF FEDERAL BUDGET

e FISCAL DIVIDENDS

e GOVERNMENT SEEN AS

e EFFECTS

e CONSEQUENCES

B I T e

SUMMARY COMPARISONS

' Goop TTHES
4-5%
2%
4% .at nost -

Balanced or

Marginal Deficits

Annual Increases

Less than 1% of

GNP and Cumulative
Year Debt, in any

given year, less

than 12% of GNP
for that year

5=7%

17-22%

Keep pace,
generally, with
revenues

‘Occur persistently

Benign, progressive,
leading, solving
social problems,

and rewarding

No problem too
big to handle

Expansionary

.23

HARD TIMES

3% or less
7% or more
7-8% or more

Unbalanced and
Large Deficits

Exponential annual
increases on the
order of double
digits and, annually,
in the 3% of GNP,
and, cumulatively,

in a given year,
above 30% of given
year GNP

13-20% ranges

25-30% ranges

Rates, persistently,
are above revenues

Vanish

Harsh, regressive,
economic minded,
untrustworthy, and
punishing

All problems are
too big to handle

Sacrifices and cuts

i
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THE ECGNOMY’.S COURSE

CEART 1

PERICDS OF RECESSION

MATED DECLINE NO‘I‘ YET OFFICIALLY CQNS!DER A RECESSI

DN

T o031

bd.
\z RECENT PERIODS OF ESTI

(GNP IN BILLIONS OF 1972 DOLLARS)
NOTS: P=PEAK, T=TROUGH

- 'K
v o G .¢

i Z
: Z

4

i X 5 EZ

161 62] 63 55 | 66 |67 | 68| 69| 70| 71 78|75 76| 77178 |79 8081
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® Economic Growth Rates:

SOME CAUSES OF FISCAL STRESS

.Declining

Throughout thé 1970s, the economic growth rates of Western
industrial nations declined from the.levels attained during
ithe 1950s and 1960s. See Chart 1.

Economic growth is a powerful solvent for problems that trouble
government. FEach increment of real growth in national income
can either be used by government's taxing authorities to

create or maintain new publlc programs without accelerating
the rdte of inflation or be used to enhance and lncrease
take-home pay of c1tlzens. »

Absent real growth along with annual increases in inflation,
and any government is faced with a politically devisive trade-off
between old programs and new demands...usually expressed as
"Stop spendlng...decrease taxes...and get control of inflation..."

The OPEC Shocks: 1974, 1979, and 1982(?)

Few would deny that a partial reason for the decline in economic
growth rates in the 1970s for industrialized countries have been
partially due to the rapid increases in OPEC prices. The complexity
of the relationship between such increases on local, regional, and
national ecconomies and in both the private and public sector is

not yet fully appreciated...a prospect which will not long continue
given the fact that 1982 is the year that the current price freeze
by OPEC will be reviewed. See Chart 2.

Inflation: Definition, Measurxes, and Impact on Consumer Confidence

Inflation has been defined as a condition of significantly or
substantially rising prices. ZEconomists used to say that this
country is in a state of inflation when average prices go up

3% or more a year. In the past 10 years, the average annualized
rate of inflation has been above 7%...in some years this rate
has been above 12%.
that has created in consumers and taxpayers alike a strong desire
to increase their disposahle income by lessening, sometimes at

all costs, the rate or amount of taxes that they are required to pay.

See Chart 3.

The National Debt

Borrowing from the credit market by government to reduce the

amount of debt owed by government is seen by many as an unacceptable
way--except in wartime--of managing a government budget. A strong
effort to reduce spending, balance the budget and eliminate the

practice of deficits is bhelieved by many to be the only acceptable
alternative. See Chart 4.

25

The effect has been an "inflationary psychology"



. L WL AN SR
ey .

e

‘CHART 2

DEFINITIONS OF INFLATION

TSI T T

® SOME GENERAL COMMON DEFINITIONS :

® "An increase in the amount of money‘ in circulation,
| resulting in a relatively sharp and sudden fall in

its value and rise in prices." Webster's New World Dictionary

® "A persistent rise in t

he general price level that results
in a decline in the pur

chasing power of money." General Accounting Office

"Inflation is a condition of significantl
rising prices."

~
e o aperonsco

Y or substantially
Cost of Living Council (1972)

"Inflation is caused by too much money chasing too few
goods." Anonymous Economist

et
[ J

»{ Qetober 1973 ar
start of embargo tied
to Middle East war—$3.01

ST50 ] 52.18

v,
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H
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® SOME SPECIFIC DEFINITIONS :

H
. { ® "Demand inflation is when too muc
W ] 5

h money chases too few

N A e TS N sy | goods." Cost of Living Council (1972)

570 | '1:7“71.1 1972 i' 1973 | 1974 | 1975 | 1976 | 1977 | 1978 | 1979 | 1980 | 1981 [ 1982 | : o

i L 1970 i — po » Neariy all oii in ”1. nmomlﬂ"ﬂi!' wovi:‘ in::'di:"gq
?r:i?imr” Iig::r.:il‘ soid by Saudi Arakia, a high quality “"'0";mm&%’;;;:::’:ﬂf:%m::“;; oil is ® "Cost inflation occurs when prices are rising even though there

) ! icos.’ Norway, is - - as ~ . ; .
il thar ilmmwif‘v"‘!“'d- Actual "'::‘: P"mg'ldd- soid uncio‘rlong-mm contracts. but snm.csfddcnd - :f.sn't t;oo muclll money chasing too few goods. In this sort of
howaevee, :uvowr:w :;p:’d:‘:iwl on. as one-time basis an a "'spet’’ market. D:f"':d%": mer B inflation, prices and wages 9o up even though sales may be
i vality an ocation, " 1 'S @Xe . \

t':lld:sp;:n:zl::rknmdiﬁm The benchmark kn:ondlﬂﬂ:::- :‘:;"‘h::ip;'ﬁ::;umo;mhcﬂ- ; dc.ecreas'lng and more and more people are out of work. This
prica, nevertheiess, is the generai guide against which W‘:"'b‘“’ ' on a spet & situation seems contrary to the law of supply and demand which
ather prices are determined. gailan . suggests that when demands for goods or services goes down,
1980 twao-tier pricing sysrem . ) -
. i Arabi .00 . , . . N
.g::f: ?;' g:egss%o.aompm with special surcharges in some tases.taking prices ta 541 per barrel

Prices should too." cCost of Living Council (1972)

Qctober 29, 1981 unified pricing system _
*$34.00 :b«mhdlmmmm up ta 54.00 surcharge cilowed
* Price freeze through 1982

® "Stagflation is the simultaneous e
and inflation."

xistence of high anemployment
General Accounting Office

® A RULE OF THUMB ABOUT INFLATIONARY TIMES:

® "Many economists and analysts maintain that this country is in
a state of inflation when average prices go up 3% or more in a
year." Cost of Living Council (1972)

27
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CHART 3

THREE MEASURES OF INFLATION
_FROM 1960 70 1981

PERCENT CHANGES AT ANNUAL RATE g .
CONSUMIR PRICE INDEX '

-15%

GNP DEFLATOR

15% »

10%

ot L X : i U RSO
S0 65 70 75767778 798081
15% HOURLY COMPEINSATION »
{The cost to an empioyer of ane heur's werk) '
\
10%:
5%
0 I 2 i S ol ks . (I TR SR beg
. 4G 45 70C 757677 78 79 8081
SOUACK JUREAU OF LABOR STATISTICS, SUREAU OF ICONMIC ANALYSIS

. "By Alics Krasse—Tha WaaRingson Post
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MEASUREMENTS OF INFLATION

‘e THE CONSUMER PRICE INDEX (CPI)

This index is a monthly tabulation of the retail sales of
most of the things most of us buy.: The DOL checks prices
throughout the country of several hundred selected goods
and services every month. The results of this survey are
fed into a computer. The computex figures out how current
prices compare to prices charged for the same items in past
years. Lt expresses tHis comparison as an index of how '
current prices compare to prices charged in 1967. This is
a measure of inflation. '

e THE GROSS NATIONAL PRODUCT (GNP)kDEFLATOR

The GNP is the sum total of all goods and services produced

in the nation expressed in dollars. Economists wish to know
what the GNP would be if prices were not increased by inflaticn.
A computerized statistical analysis program is used to compare
the current GNP with what the same amount of goods and sexvices
would have cost in 1958 (or any other convenient base vear).
Statisticians divide the current-dollar GNP by the same amount
of goods and services expressed in 1958 (or othexr vear) dollars
and come up with what is called "the implicit price deflator”.
The deflator is a three digit number; changes in the number
can be translated into annual rates of chan®ge such as 4% or

8% or 15%. This is a measure of inflation.

e HOURLY COMPENSATION

Hourly compensation or the cost to an emplover of ocne hour's
work is another measure of inflation. It is measured gquarterly
by the DOL and reported guarterly and compares hourly wages

(in dollars and rates) with a base year.

e INFLATIONARY YEARS SINCE WORLD WAR II

’

If one were to accept the definition of inflation as one in
which average prices increase 3% or more a year and if one
were to use these measuring devices (with special emphasis on
the CPI), one could figure that since World War II, some vears
were not inflationary years, and, sCme years were inflaticnary
years.

29
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INFLATIONARY YEARS .

e NOT ‘INFLA'I‘IONA'RY YEARS SINCE WORLD WAR IT:

" 1949 ‘ 1950 1960 1971
1953 1961
1954 1962
1955 11963

1959 . 1964

| ~ ) | o 0 O O N
"o INFLATIONARY YEARS SINCE WORLD WAR II: : ' - | ==-----
= : | RIS EA

I P B B

1946 1951 lo65 1970 1980 , B ”

1947 1987 1966 1972 198l
1948 ‘ 1967 1973
: 1968 1974
1969 1975 -

1976 Cyo
1977 ‘ i
1978 -
1979

e CONTRASTS:

The marked worsening in inflation in the past two decades--1960s
and 1970s--is clearly illustrated by the fact that inflation
averaged (over the 1960s decade) less than 2.5% a year, but
averaged (over the 1970s decade) about 7% a vyear.

e A WARNING NOTE: . ‘ ]

The 3% annual increase in prices as a rule-~of-thumb adopted by
_economists to distinguish an inflationary Yyear from a non~-inflationary
year is., obviously, & subjective rule. It is clear that today

1919 19JA 1930 193a lva »ﬁu Q. 197
. - . . . - £ ! ; 5 197®& .
one would welcome an annualized 3% increase in Prices and we would 4 , C véam . 78 1975- 1980 oA

consider it an acceptable level of annual inflation given the
fact of several years of double~digit inflation:

There are some economists who suggest that a 5%-4% annual increase
may be an acceptable underluving inflation rate for the US economy S
for the next decade! ( !
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EFFORTS TO CON'I'ROL. . .FISCAL STRESS.
OR CREATING FOR GOOD TIMES...

EFFORTS TO CONTROL...FISCAL STRESS...BEGAN IN THE MID-1970s..

Government efforts--at all levels--have been focused on attempts
to control fiscal stress...by lowering the rate of expenditures
of govermments at all levels...

Charts 5, 6, and 7 display these...and Chart 8 shows the
dramatic decline in spending...as adjusted for inflation...

EFFORTS TO CONTROL...FISCAL STRESS...HAVE BEEN ACCELERATED
IN 1980 and 198l...WITH MIXED RESULTS...

On August 13, 1981, the Omnibus Reconcmllatlon Act of 1981 was
signed lnto law...

e It lowered, drastically--as some believe

and argue--the rate of Federal spending...which...

e Also drastically-—-as some believe and argue--
lowered the rate of state and local government
spending because it lowered the amount of
intergovernmental transfers of funds to these
governments from the Federal Government...and...

e It lowered tax rates...Which, in effect, lowered

the revenues available to the Federal Government...
- and, as such, contributed to increased deficits...

-and, as such, contributed to increased Federal
expenditures to pay for the cost of borrowing
by the Federal Government...which.

® Also, indirectly, increased the pressures on

interest rates..and crowdad out private investments

and/or displaced capital that could be used
to support or enhance economic growth..

1981 AND BEYOND...

Since October, 1981, fiscal policies of this Administration have

()

consistently focused on one essential tool to lessen fiscal stress...

reduce Federal Government expendifures in the non-defense areas
still further...

Some argue that even this tool will not be enough...and by December,
1982, other measures will need to be taken...including raising some

(!

taxes, reducing defense related rates of expenditures.. and...p0551blg...

more serious policies...

32

e e i e B et i

CHEART 5

Local Expenditure (from own funds)

As a percent of Gross National Product

Percent

Dollars

300

Per Capita in Constant (1967) Dollars

[e)]

- T— SR 200

0

100 -5 -

1949

s4 53 84 69 74

1980 est.- 1949

54 S9 64 69 74

1980 est.
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CHART 6
Federal Aid ' S
As a percent of Gross National Product Per Capita in Constant (1967) Dollars
Percent Dollars
8 300
8 4
200
. 4 /A
, / .
’ . 100 >
r PR L - -
1949 54 59 64 69 74 1980 ost. 1949 54 59 64 69 74 - 7980 est.
(7
- State Expenditure (from own funds)
As a percent of Gross National Product Per Capita in Constant (1967) Dollars
! Percent Dollars
i ' -
8
! 300
| N 200 ——”
- »
41 - i
| 5 s } ) - ' /
2 100 v——?‘. :
0 . 0
1949 34 39 64 69 74 - 1980 est. 1949 54 s9 54 89 14 1980 est,
()
BL:A'.
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CHART 7

FIGURE |

Totai Domestic Spending, 1959-1979'
(Expenditureas a Percentage of Gross National Product)

Percemt
of
: P

25
| DOMESTIC SPENDING

0

TOTAL -

FEDERAL DOI".£STIC. EXPENDITURES

Calendar Years

SOURCE: ACIR Statt
1 From own funds.

1959 60 62 64 68 688 1970 72 T4 78 7879

est.
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g o . PROSPECTS FOR LOCAL AND
€ | "STATE GOVERNMENTS. . .

® FEDERAL FISCAL POLICIES DIRECTLY AFFECT OTHER GOVERNMENTS...
e Most medium and large city annual budgets are

_ dependent on Federal and/or State Intergnvernmental

‘ v . Transfers of Funds...

CHART 3 |

See Chart 9...

o This financial dependency for some cities may be as
‘ high as 30% to 40% of the city's annual budget...

See Chart 9...

. 1 : e In 1979, l980~andlprojected for 1981, most cities--
0 : ‘ ' ' of all sizes--reported (or projected) deficits
Y- ' . ] in their annual budgets... ‘

See Charts 10 and 1l...

® A Conclusion...

Annual

(;;:;ﬂn o, ® Given the current and foreseen policies
Gavernment (: of the Federal Government for the next
Spending

several years...and...

(3

® Given the indisputable linkages between

ane ' ) Jé ‘ Fegaral, State, and Local Government
- ] ‘ : " ¥inancing...and...

L - - : % ® Given the forecasts of econoiists that -

1930 W§o wzo 1973 ; {(a) economic recovery--in late 1982-- i

9 \ ~? - ‘ =79 1 will be brief, short-lived, and (b) the possibility
Spending after intergovernmentai wransteny. adinsced foc inflacion: 1979 fgures estumaced ia : :f of another recession thereafler in 1983 or 198 4, then...
souses. Sout:c.: Advisory Commission on [ntesgovernmencal Relacions, Signesfcane Fearures 57 e
Fisesd Federzism. 1973-79 ed.. 1979. ( % ® HARD TIMES WILL BECOME HARDER...

© THE PRESSURES TO CUTBACK ON EXPENDITURES WILL CONTINUE...AND..
THE REALITIES OF DECLINING REVENUES...WILL ALSO CONTINUE...

e THERE ARE JUST TOO MANY INDICATORS
TO SUGGEST--(QR HOPE---OTHERWISE...

)

\,

NS
[

4 - -
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' CHART 9
PERCENT COMPOSITION OF CURRENT REVENUES : ‘ , CHART 10
BY CITY S(ZE ‘ % :
. ACTUAL AND ANTICIPATED
. ; SURPLUSES AND DEFICITS
i 1979 ] 1980 ‘r 19813 : ) 8Y CITY SIZE
(% of Total) (3 of Total) ! (% of Tozall ' : I
‘ . ' : ) !
SMALL CITIES (n=109) o i . ! ’ , 1979 1980 - 1981a
Total Current Revenue ! 100 % : 100 % 100 & X SMALL CITIES (n=109)
‘ 1. Praperty Tax : 33.9 ‘ 33.5 35.1 a. Average Surplus or Drficit : .
2. Other local Taxes ! 19.9 20.4 19.2 : Per Capita $-11.07 | $-5.41 $-31,49
3. User Charges 6.8 ’ 6.9 6.8 ] b. Total Surplus or Deficit as B R )
4. Fees ind Misc. : 13.6 14.6 13.0 - 3 .V of Total Expenditures - 400 C - 1.8% . - 9.5% Co.
5. State Aid_ { 16.3 15.7 16.4 : . . c. ¢ of Cigies in Surplus 47 55 . 27 :
6. Federal Aid ! s.9 4.9 5.3 . ] ¥ e d. v of Group Population in [
7. Transfers from { ' . L e P Surplus ) 42.2% 52,48 24.2%
Enterprise Funds’ i 3.7 4.1 4.3 i : e. * of Cities .in Deficit 62 . 54 . 8z
X ! N i ) . £. V-of Group Population in ) :
] H ’ . : Deficit . 57.3% 47.6% 1 75.8%
MEDIUM CITIES (nw51) ; : : , : . .
Total Cuyrent Reveaues 100 ¢ ; 100 $ 100 § ' MEDIUM CITIES (n=s1)
;' gr:per:y Tax ! 37.0 37.4 39.2 ! a. Average Surplus or Deficit .
3. ther Local Taxes ) 16.5 17.6 18.1 ! i Per Capita $ 1.59 | $ 2.25 . $-23.84
by User Charges 5.2 5.1 i 6.0 i S b. Total Surplus or Deficit as ! :
- Fees and Misc. i 13.3 14.1 ’ 12.3 i - ) % of Total Expenditures 0.5% . 0.7% - 6.3%
§. Seate Aid i 15.9 15.2 15.8 : : : { c. ¥ of Cities in Sufplus ' 25 D2 .
6, Federal Aid ! 9.8 8.6 6.6 - : d. % of Group Population in - R
7. Transfers from ! Surplus ‘ 47.9% ; 61.0% 17.0% !
Enterprise Funds : 2.3 2.1 ! 2.3 ' 3} : 75 u. ¥ of Cities in Deficit 2 . 19 . 42 . :
; J 3 £, ¥ of Group Population in . i !
| . K § * Deficit 52.1% 39.0% : 83.0% i
] LARGE CITIES (n=47) ; ¥ ; r : . i
Total Current Revenues t 100 % 100 % 100 % LARGE. CITIES (ne47) s . %
| é g::p"z T:x ; 52.7 33'& H 34.3 2. Average Surplus or Deficit ) . ' ;
| 3. Uier Churoes = i 13.9 0.2 2.2 Per Capita S P os-9.17 S-ll.64 | $-20.9 j
- o3er Lharges . 4.4 4.3 ; 4.7 ! b. Total Surplus or Deficit as :
4. Fees and Misc., 13.2 14.6 : 12.8 % of Total Expenditures . 2% =32y, -l0.0%
S. State A:.d. ! 15.1 14,4 i 14.5 c. # of Cities in Surplus : 24 ) 22 10-
§. Federal Aid i 12.4 1.1 : 10.2 d. % of Group Population in )
7. Transfers from : ; Suzrplus ’ v . 50.1% 45.3% 24.1%
Enterprise Funds § 2.3 2.4 : 2.3 e. * of Cities in Deficit H 23 ) 25 37 ,«
! £. %' )f Group Population in ’ ' ’ i
: Deflcin - 49.9% . 54,7V 75.9% " i
LARGEST CITIES (n=29} ! i . - 4
Total Current R u ' % P’ 1 ’ : .
1. Property ‘I‘a.:ven e\sﬁ‘: s lgg 3: : 192 : ! 0 LARGEST. CITIES (n=29) 3 ) '
2. Other Local T. H : prtuait : 22.8 a. Average Surpius or Deficit i ' R
3 User Chormes 0 , 24.6 5.7 i 25.3 Per. Capita U se21.36 $-22.52 $-36.72
' 4' E er Lharges i 5.3 5.1 | 5.2 b. Totzl Surplus or Deficit as . . .
‘ s ees and Misc. . 11.4 13.4 13.1 % of Tatal Expenditures . < 4.3% . 458 - .40
. - State Aid ; 18.7 17.6 18.0 ¢. ¥ of Cities in Surplus , io P : 4
6. rederal Aid : 16.1 , 14.3 14.3 d. % of Group Population in .
7. Transfers from ‘ Surplus 25,28 17.7% 3.60
Enterprise Funds i 1.5 1.6 1.3 e. # of Cities in Deficit ' 19 2 25
! ‘ £. % of Group Population in '
: : , , Deficit 74.8% . 82.3% 91.4%
= 1981a = budgeted or anticipated amounts for Fiscal Year 1981
ALL CITIES (r=236) )
3. Average Surplus or Qeficit
. Per Capita $- 9.22 $- 7.09 $-32.36
b. Total Surplus or Deficit as R
3 of Total Expenditures - 2.9% - 2.0% - 8.4%
' ) c. ¥ of Cities in Surplus 106 o117 . 50
d. % of Group Population in ,
Surplus 33.6% -30.1% . 13.7% ]
. e. 0 of Cities in Deficit . 130 119 186 i
i l f. \ of Group Population in . 14
5 e , Deficit 66.4% ' 69.9% 86.3% g
) ‘ i
- 198la = budgeted or anticipated amdunts for Fiscal Year 1981 ;‘
i
1y
AS :
i
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CHART 11

PERCENT OF RESPONDENT CITIES WITH
OPERATING FUND DEFICITS -
8Y CITY POPULATION SIZE
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9@
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SUMMARY CONCLUSION

FISCAL STRESS/CUTBACK MANAGEMENT

STRATEGIC ISSUES

'@ LONG-TERM FISCAL STRESS:

There are many indicaters that suggést that fiscal stress is

a long-run phenomenon--at least for some Clt’é:, reglons, agencies,
and sectors.

) MIDDLE COURSE FOR STRATEGIC—PLANNING

There seems to be no one best way to manage fiscal stress in
governments. A long-term, comprehensive approach to the problem
of maintaining financial solvency is difficult because such

an approach overlooks the fact that public management decisions

are permeated by pelitics. A short-term incremental approach,

on the other hand, may be politically convenient (e.g., RIFs,
cutting services, off-<loading orograms, etc.) but, such an
approach is often based on an assumption that the budget short-fall
is temporary--an assumption that may be invalid in a long pericd
of limited economic growth. : ‘

Therefore, there is a need, realistically, to develcp a middle
course for local government strategic planning that combines

.2 managerial disposition to make government more cost~effective

with a realistic acceptance of the political forces that constrain
comprehensive policy making.

OPTIMAL STRATEGIES FOR CUTBACK MANAGEMENT :

An optimal strategy or strategies that seek to address the long-term

effects of fiscal stress, and, seek ' to provide a balance betwean
a comprehensive and an incremerntal approach, w1ll--

3

e Differ from place to place;
- @  Differ from time to time;

@ Beé dependent on the knowledge, skill,
and leadership abilities of local govermment
managers. .
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'A_GLOSSARY OF BUDGET AND ECONOMIC TERS
FOR THE CUTBACK MANAGER'S USE . | -

BALANCED .BUDGET: A budget in which receipts are equal to or greater

than outlays.

BUDGET DEFICIT: The amount by which the Government's budget outlays

exceed its budget receipts for a given fiscal year.

BUDGET SURPLUS: The amount by which the Government's budget receipts

exceed its budget outlays for a given budget/fiscal year.

BUSINESS CYCLES: The recurrent phases of expansion and contraction in

overall business activity, evidenced by fluctuations in measures of
aggregate economic activity, notably real gross national product. Although
business cycles are recurrent, both the duration and the magnitude of
individual cycles vary greatly. '

COLLECTIONS: Amounts received by the Federal Government during the fiscal

year. Collections are classified into two major categories:

Budget Receipts: Collections from the public (based on the Govern-
ment's .-exercise of its sovereign powers) and from payments by parti-
cipants in certain.voluntary Federal social insurance programs.
These collections, also called governmental receipts, consist
primarily of tax receipts and social insurance premiums, but also
include receipts from court fines, .certain licenses, and deposits
of earnings by the Federal Reserve System. Gifts and contributions
(as distinguished from payments for services or cost-sharing deposits
by State and local governments) are also counted as budget receipts.
Budget receipts are compared with total outlays in calculating the
budget surplus or deficit.

Offsetting Collections: Collections from Government accounts ox
from transactions with the public that are of a business-type or
market-oriented nature. They are classified into two major cate-
gories: (a) collections credited to appropriation or fund accounts,
and (b) offsetting receipts (i.e., amounts deposited in receipt
accounts). In general, the distinction between these two major
categories is that "collections credited to appropriation or fund
accounts" normally can be used without appropriation action by
Congress, whereas funds in "receipt accounts"” cannot be used
without being appropriated.

()
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CONSTANT DOLLAR: a dollar value adjusted for changes in prices. Constant

‘dollars are derived by dividing current dollar amounts by an appropriate

price index, a process generally known as deflating. The result is a
constant dollar series as it would presumably exist if prices and trans-
actions were the same in all subsequent years as in the base year. Any
changes in such a series would reflect only changes in the real volume

‘of goods and services. Constant dollar figures are commonly used for

computing the gross national product and its components and for esti-
mating total budget outlays. . '

. CONSUMER PRICE INDEX (CPI): Either of two measures of the price change -

of a fixed "market basket" of goods and services customarily purchased
by urban consumers. CPI-U is based on a market basket determined by
expenditure pattérns of all urban households, while the market basket

‘for CPI-W is termined by expenditure patterns of urban wage-edrner and

clerical-worker families. The level of the CPI shows the relative cost

of purchasing the specified market basket compared to the cost in a
designated badse year, while the current rate of change in the CPI measures
how fast prices are currently rising or falling. Current rates of change
can be expressed as either monthly or annual rates. Although the con-
sumer price index is often called the "cost-of-living index,™ it measures
only price changes, which is just one of the several important factors
affecting living costs. Both CPI-U and CPI-W are published monthly by

the Bureau of Labor Statistics.

CROWDING OUT: - Most commonly refers to the displacement of private invest-
ment expenditures by increases in public expenditures financed by sales

of Federal Government securities. The extent of the displacement depends
on such factors as the responsiveness of private saving and investment

to changes in interest rates and the degree to which the Federal Reserve
monetizes the increase in public debt.

CURRENT DOLLAR: The dollar value of a good or service in terms of prices
current at the time the good or service was sold. This is in contrast to
the value of the good or service in constant dollars.

DEBT MANAGEMENT: Operationsg of the U.S. Treasury Department that deter-
mine the composition of the Federal debt. Debt management involves
determining the amounts, maturities, other terms and conditions, and
schedule of offerings of Federal debt securities and raising new cash

to finance the Government's operations. The objective of debt manage-
ment is to raise the money necessary for the Government's operations

at least cost to the taxpayer and in a manner that will minimize the
effect of Government operations on financial markets and on the economy.
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DEFLATION: A decrease in the general prlce level, usually accomnanled
by declining levels of output, increasing unemployment, and a con-
traction of the supply of money and credit. A price level decline
during the contraction phase of the business cycle has not occurred
in the United States since the end of World War II. Some attribute
this to institutional barriers that prevent downward adjustments in
wages and prices. Declines in output with increases in unemployment,
however, are themselves sometlmes referred to as deflationary changes.

ECONOMIC GROWTH: An increase in a nation's productive capacity
leading to an increase in the production of goods and services.
Economic growth usually is measured by the annual rate of increase
in real (constant dollars) gross national product.

ECONOMIC INDICATORS: A set of statistical séries that have had a
systematic relationship to the business cycle. Each indicator is
classified as leading, coincident, or lagging, depending on whether

the indicator generally changes direction in advance of, coincident
with, or subsequent to changes in the overall economy. Although

no one indicator or set of indicatocrs is a wholly satisfactory predictor
of the business cycle, taken as a whole they are valuable tools for
identifying and analyzing changes in business cycles.

ENTITLEMENTS: Legislation that reduires the payment of benefits (or
entitlements) to any person or unit of government that meets the eligibility
requirements established by such law. Authorizations for entitlements
constitute a binding obligation on the part of the Federal Government,

and eligible recipients have legal recourse if the obligation is not
fulfilled. Budget authority for such payments 1s not necessarily provided
in advance, and thus entitlement legislation requires the subseguent
enactment of appropriations unless the existing appropriation is perma-
nent. Examples of entitlement programs are social security benefits and
veterans compensation or pensions. Section 401(b) of the Congressional
Budget and Impoundment Control Act of 1974 (P.L. 93-344, 31 U.S.C. 135 (b))
imposes certain limits on the use of entitlements.
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. EXPENDITURES/OUTLAYS

With respect to provisions of the Antideficiendy'

Act (31 U.S.C. 665) and the Congressional Budget and Impoundment Control

Act of 1974 (P.L. 93-344,
has the same definition as outlays. .
when checks are issued or cash disbursed.

31 U.S.C. 1301, note), the term expenditures
Obligations are generally liguidated
Such payments are called ocut-

lays. In lieu of issuing checks, obllgatlons may also be llquldated
(and outlays occur) by the maturing of interest coupons in the case of
some bonds, or by the issuance of bonds or notes (or increases in the

redemption value of bonds outstanding).

Outlays during a fiscal year may be for payment of obligations incurred

in prior years (prior-year outlays) or in the same year.

Qutlays, there-

fore, flow in part from unexpended balances of prior-year budget authority
and in part from budget authority provided for the year in whlch the

money is spent.

Total. budget outlays are stated net of offsettlng collectlons, and exclude

outlays of off-budget Federal entities.

The terms expendlture and net dlsbursement are rrequently used inter-

changeably with the term outlays.

FEDERAL DEBT:

® Gross Federal Debt:

There are three basic tabulations of Federal debt: gross
Federal debt, debt held by the public, and debt subject to statutory limit.

and includes all public and agency debt

IR R £ 2

Public Debt:

Consists of public

That portion of the
when the Treasury or the Federal

debt and agency debt
issues outstanding.

Federal debt incurred
Financing Bank (FFB)

borrows funds directly from the public or another fund

or account.

To avoid double counting,

PFB borrowing

from the Treasury is not included in the public debt.
(The Treasury borrowing required to obtain the money to
lend to the FFB is already part of the public debt.)

Agency Debt:

That portion of the
when a Federal agency, other than
Federal Financing Bank,

Fede”al debt incurxsd
the Treasury or the

is authorized by law to borrow

funds directly from the public or another fund or acccunt.
To avoid double counting, agency nporrowing from Trsasury

or the FFBE and
not included in tha Pederal debt.
borrowing recuirsd to cbtain the money to lend to the

Federal

fund advances to

trust

funds are

(The Trsasurv of IFB

agency is already part of the public debt.)
debt may be incurred by agencies within the rfederal
budget (such as the Tennesses Vallay Authcrity) or by

off-budget Federal entitiss
Debt of Government-sponsors

Agency

(such as the Postal Service).
d, orivately owned =nterprises

{such as the Federal National Mortgage Association) is not

included in the Federal debt.
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e Debt Held bv the Public: Part of the gross Federal debt held by
the public. .(The Federal Reserve System is included in "the ,
public" for this purpose.) Debt held by Government trust funds =
(é.g., Social Security Trust Fund), revolving funds, and ofif- ' (“}
budget Federal entities is excluded from debt neld by the public.

° ;NFLATION: A persistent rise in the general price level that results
in-a decline in the purchasing power of money.

Debt Subject to Statutorv Limit: As defined by the Second Liberty ‘ . e. IMPLICIT PRICE DEFLATOR (GNP DE?LATOR): A price inde# for all finai'

()
Bond Act of 1917, as amended, it currently includes wirtually all ~ ‘ . - , ,
. | o2 - R . goods and services prod i t i :

public debt. However, only a small pertion of agency debt is ' . " the ratio ;f the criss E::fozzlthe zcozogy, derlved,by calculating
included in this tabulation of Federal debt. : , tional 7 - product in current prices to the gross
' ‘ v . natlonal product in constant prices. It is a weighted average of the

| B . v price indexes used to deflate the components of current-dol
i -78, jekao] Sept r 29 n encment t he . : . s . ) ; = ollar GNP
Under Public Law 96-78, apdreved September 29, 1979, an amencme o ta | E the implicit weights being expenditures in the current period. '

Rules of the House of Representatives makes possible the establishment

of the public debt limit as a part of the congressional budget process. .
® MACROECONOMICS: The branch of economics concerned with aggregate

P , - ‘ ef°9°2%¢_analeis ;n contrast to microeconomics, which is the analysis
: . ‘of indiv e i its SN o :

and debt management, intended to promote the nation's macroeconomic goals, R ‘ macroe;oi:;?is EiziESZSuE;:S;tEZ;kszséhzrggiiizir;iiée i:ieixamp}g, 1

particularly with .respect to employment, gross national.product, price . .~ output or income, and total employment, rather than the pric‘ésnsl‘:‘lona

level -%ability, and equilibrium in balance of payments. The budget pro- : . individual commodities or particular incomes and the employment ;f

cess 1 a major vehicle for detarmining and implementing Federal Zfiscal individual. firms. N ; SEERE

policy. The other major component of Federal macroeconomic rolicy is '

.FISCAL POLICY: Federal Government policies with respect to taxes, spending.

monetary policy. : i |
. ‘ - * MIC;O?CONOMICS: The branch of economics concerned with analysis of
: individual economic units, markets, or industries as opposed to aggre-
(“3 gates. For example, microeconomics deals with the div&sion of total
- . v : - output among industries, products, and firms; with the allocation of
FULL EMPLOYMENT BUDGET: The estimated receipts, outlays. and surplus Cw} ‘ re§ource§ among Giap ooog usesi and with the determination Of relative
or deficit that would occur if the U.S. sconomy wera continually operating . L ’ FEICES OF paxticular goods.

at full capacity (traditionally defined as a certain percentage of the :
unemployment rate of the civilian foxce).
plos 1 labor force) : ® MONETARY POLICY: Policies, which affect the money supply, interast
: rate, and c;edit availability, that are intended Eo Dr;moée éati;nal
mac;oeconomlc goals-=-particulary with respect to empiovment Gross
national product, price level stability, and eauilibriam in'b;lance
of payments. Monetary policy is directed primérily by the Board of
Govanors of the Federal Reserve System and the Feder;l Open Market
Cowm%ttee. " Monetary policy works by influencing the cost and-avail-
GRANTS~-IN-AID: For purposes of the budget, grants-in-aid consist of . ability of bank reserves. This is accomplished through open-market
budget outlays by the Federal Government to support State or local g Operayiqns (the purchase and sale of securities, primarily éo%erhme t
Securities), changes in the ratio of reservesg +o depésits that commzr—

programs of governmental service to the public. Grants-in-aid do not | .
include purchases from State or local governments or assistance awards cial banks are required to maintain, and changes in the discount rate

to other classes of recipients (e.g., outlays for research or support
of Federal prisoners).

GNP GAP: The difference between the economy's output of goods and
services and its potential output at full employment--that is, the
difference between actual GNP (gross national product) and potential

GNP.

3N
R ot i

GROSS NATIONAL PRODUCT (GNP): The market value of all final goods
and services produced by labor and property supplied by residents of X
the United States in a given period of time. (Depreciation charges
and other allowances for business and institutional consumption of
fixed capital goods are subtracted from GNP to derive net national o
product.) GNP comprises the purchases of f£inal goods and services C"x o
by persons and governments, gross private domestic investment (includ- , -

ing the change in business inventories), and net exports (exports less .
imports). The GNP can be expressed in current or constant dollars. . .

5
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MONEY SUPPLY: The amount of money in the economv variously defined.

M1-2 consists of currency (coin and paper notes) plus demand . deposits

at commercial banks, exclusive of demand deposits held by other domestic
banks, foreign banks, and official institutions, and’'the U.S. Govermnment.
M1-B consmsts of M1-A plus other checkable deposits, including negotiable
orders of withdrawal and autcmatic transfers from saVans accounts at
commercial banks and thrift institutions, credit unions' share draft
accounts, and demand deposits at mutual savings banks.

M=2 consists of M1-B plus savings and small denomination time deposits
at all depository institutions, overnight repurchase agreements at
commercial banks, overnight BEuro-dollars held by U.S. residents other
than Caribbean branches of member banks, and money market mutual fund
shares. '

M=-3 con51sts of M-2 plus large denomlnatlon time deposits at all dep081uorv
institutions and term repurchase agreements at commercial banks and savings
and loan associations.

PRIME RATE: The rate of interest charged by commercial banks for short-
term loans to their most creditworthy customers.

PRODUCER PRICE INDEXES: A set of measures of average changes in prices
received in all stages of processing by producers of commodities in the
manufacturing, agriculture, forestry, fishing, mining, gas and electricity
and public utilities sectors. These indexes can be organized either by
commodity or by stage-of-processing. tage-of-procéssing indexes--
finished goods, intermediate materials, and crude materials-—-are mors
useful for anlyzing general price trends. These indexes are published
monthly by the Bureau of Labor Statistics. Changes in these indexes

from one month to another are usually expressed as percent changes
representing either monthly or annualized rates of change.

RECESSION : -A decline in overall business activity that is pervasive,
substantial, and of at least several months duration. Historically,
recessions have peen identified by a decline in real gross national
product for at least two consecutive guarters.

REVENUES: Revenues represent the increase in assets (or decrease in
liabilities) that result from operations. Revenues result from (1) services
performed by the Federal Government, (2) goods and other tangible property
delivered to purchasers, and (3) amounts becoming owed to the Government

for which no current perfcocrmance by the Government is reguired.

Contingencies that might result in cains should not be rscorded in the
accounts since to do so would recognize revenue prior to its realization.
Contingencies that might result in gains should be carefully explained in
financial statements.

<

The term revenues is commonly used interchangeably with the term collections.

48

s ST AR R M

)

(

e et iies R T ST

e AN R b e

STABILIZATION: The maintenance of high'level economic activity with an
absence of severe cyclical fluctuations. Stability is usually measured
by an absence of fluctuations in production, employment, and prices,

three aspects of economac act1v1ty that tend to fluctuate in a cyclical
fashion.

: The eimultaneous existence of higha unemploymeht and high
inflation. ' o : 7 o

TAXES: Sums imposed by a government authority upon peérsons or property
to pay for government services.

The power to impose and collect Federal taxes is given to Congress in
Article I, Section 8 of the Constitution. As the collection ariss from
the sovereign and regulatory powers unigue to the Federal Government,

they are classified as governmental (budget) receipts, which are compared
with budget outlays in calculating the budget surplus or deficit. Major
tax legislation is contained in the United States Code, Title 26, Internal
Revenue Code.

UNEMBLOYMENT: Persons who, during a specified week, had no employment
but were available for work and had sought employment within the past

4 weeks, were laid off from a Jjob, or were waiting to report to a new
job within 30 days.
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SESSION 3

ASSESSING LOCAL FISCAL STRESS...
A GROUP EXERCISE ’

-

Summary of Session

In this session, we will attempt to obtain a realistic assessment

of local fiscal stress, i.e., how you, as criminal justice executives
and policy makers, assess current and near future ' trends ahout
fiscal stress impacts within your agencies and your: government.

This session will act as a counter point to the data and analysis
presented in the previous sessions which examined the issue of
fiscal stress from a national and conceptual point of view.

The procedure that we intend to follow in this session, however, will
| be different than that followed in the previous session in that
R . you, as participants, will do the assessment and you, as participants,
’ (%- will accomplish this task by working together in small groups.
Furthermore, each group will use the same structured process called
Nominal Group Technique, an easily learned technique that can and
will produce a better organized and more productive meeting and
will also direct, egqually, all group members at a similar problem-~
identification task.
Finally, each group will report to the full assembly the findings
that it produces. The session will conclude with a plenary group
discussion about the comparative similarities and differences reported
by each group. '
In summary, this session will address the following:
e Briefing on the group technique;
e Assignments of groups; places for group work;
e Explanation of group task;

® Charting of tasks and time-table;>

® Group reports to plenary assembly

€
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NOMINAL GROUP TFHNIQUE: SUMMARY . ) |
- GROUP ASSIGNMENTS

» Description:

Meetings within organizations are not always productive. Most . . ’ ( §
" executives feel that much of their time which is taken up in ' o

meetings is not aways well spent. Nominal Group Technigue is

a way of organizing a meeting to enhance its productivity, to

N U L T IRt

R E . Participants will be grouped, as best as possible, according:to
the following broad definitiong——- : L :

balance and increase participation, to use different processes ' ¥ ‘ Gro . - . . .

for different phases <f the group-meeting and different phases :. ; N ‘ up 1: LeglslaFlve/ {und}»ng body: those who are elected
of group problem-identification and group problem-solving, and o : T , : or.appointed policy makers and/or staff of the
to reduce errors in compiling individual judgments into group : ‘ . ‘ ) . legislative and/or bud : . :
decigions. ' . : : / get approving b.OdY,

Group 2: Executive/administrative body: those Who are
elected or appointed policy makers and/or gerieral

® Steps: ' ’ : _ . . '
Step 1: Individual Generation of Ideas in Writing: 10-20 Minutes v « govertune_nt staff of the executive and/or administrative
: ©f Ideas in Wribd) ; o ranch...but do not have direct departm -
‘ . : ental ox

The leader of the group presents the question or issue agen PR .
to the group in writing and briefly reads the question or g C'Y rQSpOnSlbllltles,

issue. Each individual member of the group takes time - ’ : . o k . .
' , B : o Group 3: Law enforcement: those who are .executives and/or

(5-8 minutes more or less)to list in writing their

responses to the question or issue, in brief phrases, on
a piece of paper; this is done silently and independently
« by eacii individual. : :

étep 2: Revorded Round-Robin Written Listing of Resyimse‘s on Charts:
20=40 Mijutes ] ) . :

Bach member is asked by the leader to reid out one of his/her
written ideas in turn. Each idea is written on a flip-chart
as- it is read. This procedure continues around the table
enough times for each individual member to exhaust his/her
list. : .

Group 4:

senior staff of the. police department;

Court: ' those who represent the executives in the
prosecutorial, defender, and court functions of the

local criminal justice system...including those who

are directly assigned, as staff, to this function;

Corrections: those who represent executives (and/ox
other support services) associated with the
correctional function of the system.

=g

Step 3: - Brief Clarificaticn of Ideas Listed on Charts: 20-40 Minutes ‘ | C

Ideas or statements that need clarification are clarified ( }
and/or briefly explained by the individual who presented . L
the ideas. If necessary, some ideas can be consolidatede=- ’ ]
but only if it is clear that these ideas are similar and/or _ - . :

' Those participants whose functions cut across any of these groups, e.g.,

redundant, Justifying or explaining in great detail any
ideas should not be permitted at this time. . criminal justice system coordinators and/or system-wide planners,

Shep 4 Pxaliniogry Joth o Priscision: Slismt Tiepsidegts 0 Mimstas | A . may choose any one of these five groups...if you do choose a group,
! ‘ we suggest that you remain within that group for the workshop.

The leader asks the group to select from the entire listing -
of ideas oa the £lip charts 5 of the most important or i
priority ideas. 3x5 cards are given to each member to be used |
to list each idea chosen. The leader than explains how each

card is to be ranked by the member: Priority #1 is to be

ranked as a "5", Priority #2 is to be ranked as a "4" and ) i
so on until all 5 of the 3x5 card statements are rank ordered

by each member. The leader will collect all cards, arrange them

by ranked order, and record the votes on the flip charts.

Ao

o e s

GROUP ROOM FACILITATOR/
LEADER

Group 1l:

Step 5: Group Discussion of the Preliminary Vote: 20-40 Minutes Group 2:

B
R Py s,
" e S

discussion is used to examine inconsistencies in the
Open bt Group 3:

voting pattern, justify and/or evaluate different positions, )
and rediscuss items which are perceived as receiveing too many ;
or too few votes.

1

Group 4:

S g

Group 5:

Step 6: Final Vote on Priorities: Silent/Independent: 10 Minutes

Using the listing of rank ordered priorities deterinined by ' .

the group and displayed by the leader, the group is to .

repeat Steép 4 and select 3. of the-m9st important or priority .

ideas. ' 3x5 cards are given aga’ - jriority ranking is also e .
. used but Priority #1 is ranked' . ‘3", Priority #2 as "2", :

and so on... (‘3

Ster 7: Final Listing aad Agrsement on Prioritized Items: 10 Minutes__ ,,

The results from Step 7 are listed on a chart or charts .
and provides a record of the group's agreement for - : R
presentation: ‘to the other groups. (If agreeable to the ) A -
group, a minority=-voting position or bloc can also be ) : ol
created and prasented by fHdse who feel the nsed to do S
s50.) " , Sk : . S
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GROUP TASK

® Each groub is to produce a one-page report which will .- " ' - o
be presented to the full assembly after the group task : :
is completed. L B

The report will state each gtpup's decision and/or
consensus in response to the following question:

i

"What are the three most important steps
that criminal justice executives can take,
within the next 18 months, in order to
bridge the "gap" between' (a) demands .and
expectations placed upon their agencies
and (b) revenues and resources needed
to respond to demands and expectations?

GROUP PROCESSES: USE OF QUFESTIONNAIRE
DATA AND NOMINAL GROUP TECHNIQUE

Each participant has received a Fiscal Stress Data Questionnaire _
which was to have been completed prior to the workshop. (
The purpose of the Questionnaire was to help you formulate -
the background you would need in order to work, effectively, in your
group to arrive at some form of group consensus to the

singular gquestion that your group is to answer. How you

intend to use this background data in your group's work

is up to you. An extra copy of the Questionnaire is in t@e Handbook.

A Nominal Group Technigue will be followed by each group.
Steps to be taken and time-~frames to be followed are
listed in the Handbook. fTime frames are maximum times!

A representative-—or a panel of representatives-~should be
selected by the group to present its report to the full
assembly.

[ z
S
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SAMPLE QUESTIONNAIRE . DC/182/CcM

FISCAL STRESS DATA QUESTIONNAIRE

‘Ihstructions: Please read carefully the definition of fiscal stress. Read

and answer carefully the questions which follow this definition.

Your anSwers should reflect your knowledge from the perspective
of your agency position.

" Please retain this questionnaire and bring it with you in
- completed form to the workshop. o

H

e Fiscal stress vefers to the inability or unwillingness of the
local economy to genexate sufficient growth in order to
enable governmental revenues to be creatéd to sustain or
‘expand previously established tax-supported criminal justice
p;oqrams. The consequence is a gap between the needs and
expectations of citizens and government employees on the one
hand and revenues and operating budgets of government on the
other hand. . :

What indicators can you cite and explain that point out the existence

-of a gap between (a) the mission and objectives of your agency

and (b) the resources yoﬁ_feel-you'need to accomplish these mission
and objectives? Specifically, list indicators that relate to the
following:

1.1 Indicators of increased demand by citizens-—or others--
for the services of our organization:

1.2 Indicators of higher expectations of employees (wages,
fringe benefits, equipment, . support services, etc.)
for more resources in order to carry out mission and
objectives: : »

(See Other Side)
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3.

NETE: PLEASE BRING CCOMPLETED QUESTIONNAIRE TO THE WORKSHOP.

Page Two: Fiscal Stress Data Questionnaire

1.3 Indicators of decline of revenues from any governmental
source that could or would have been used to support
our organization's budget: = B

Do your indicators suggest a long-term trend or a short-term trend;
long-term trends refer to next five or more years; short-term trend
refers to next 18 months. Specifically, match your estimates of trends
with the indicators you cited in #1:

2.1 Increased demand by citizens and others for services:

Long-Term Trehd Short-Term Trend

2.2 Higher Expectations of Employees: ' ( )

Long-Term Trend Short-Term Trend

2.3 Declining Revenues

7
Long-Term Trend Short~Term Trend

Choose one or more of the following statements: The gap between revenues/

expenditure budgets an the one hand and needs and expectations on the other:

Is direct in the sense that our local government has sufficient
legislative authority and managerial skills to bridge the gap;

Is controllable in the sense that our local government has
sufficient legislative authority and managerial skills to
control local resources to bridge the gap;

Is indirect in the sense that our local gocvernment has been
impacted by the mandates and actions of others and has
insufficient power to bridge the gap;

Is uncontrollable in the sense that our local government
has insufficient legislative and managerial skills to control
resources to bridge the gap.
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STEPS AND TIME FRAMES TO BE
FOLLOWED :

Review of Backround Data to Question and Silent

STEP 1:.

‘Generation of Ideas by Individuals: 15 Minutes

List, in short phrases, as many ideas or statements
as you want...Be prepared to express these verbally...
and briefly...in the next step. :

IDEAS,/STATEMENTS :

57




 STE§ 2t Facilitator/Leader Lists Individual Ideas on Charts: 40 Minutes

This llstlng '‘will be done roundwrobln for edch set of 1deas,
facilitator will list ideas in writing. You may wish to
keep notes of others' ideas for use, by you, in the next
step. FEach statement or idea is numbered.by the féczlltor
as they are listed on the charts.

N

NOTES :

When all ldeas dfe listed, gQ to next Step.
/f‘
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STEP 3: Brief Clérifying Discussion:~20:Minutes‘

Ideas or statements listed on th charts that may need clarlflcatlon
(or can be obv:ously consolldated with other Statements) are
clarified by the individual who proposed the idea or consolidated
if the two or more ideas broposed are agreed to. be consolldated

by the individuals who proposed them. You may wish to keep
notes of this dlscusszon.; .

‘NOTES :

Go to next step.
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STEP 4:

Preliminary Vote: Individual Voting: 10 Minutes

Each group member will e given 5 3x5 cards by the facilitator/ . (W}

leader. FEach member is to select 5 statements listed on the
charts. Write the number and the first two words of each
of the five statements on each of the five cards.  Then,

prioritize or rank-order each statement on each card. The

most important statement is to be ranked with a "5", the
next most important is to be ranked with a "4" and so
on until the least important statement is ranked asfa 1 AL

Your card should look like this when completed:

Statement # . "First two words..." Rank #

A1l five cards will then be collected from each member by‘
.- the leader/facilitator. ' .

There will be a short break...during which time the leader
facilitator will collate the cards and the voting and list
the results on the charts of statements...

After break...go to the next step.
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STEP 5:

Group Discussion of Preliminary Vote: 30 Minutes

B ———

Open discussion is used to examine inconsistencies and
commonalities in the voting‘patterﬁ, to justify or.
evaluate differing positions, to rediscuss items '

' that are perceived as recéivipg too many oi too few votes.

NOTES::

R
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. STEP 6:

e

e

- Final Vote on Priorities:

10 Minutes

Each member is to review the lisﬁing of rank-ordered

"priorities as they are displayed on the charts.

Review,

also, the discussion that took place in the previous

Step 5.

Fach member will be given 3 3x5 cards by the facilitator.
Each member is to- select 3 of the rank-ordered priorities.
 Write the number and first two words of each of the three

rank-ordered priorities that you choose on each of the
3 3x5 cards. The most important of the three is to

be ranked with a "5", the next most Important is to

to be ranked w1th a

"l"

Your ¢ard should look likevthié'when completed:

Statement #

"Pirst two words..."

ranked with a "3", and the final most 1mportant is

Final Rank #

The facilitator leader will collate the cards and
the voting and list on a single chart the results of

the final voting

Prepare Final One-~Page Report-and Select Representatlve-

s S e s o
s
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é‘ =
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{ | STEP 7:
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10 Minutes

The group will write its final report on a fllp chart.
An individual (or a panel) will then be selected - by the
group to present its findings to the full assembly.

Each representative--or panel--will Rhave up to 7 minutes
to make its presentation. The group may wish to
instruct its representative--or banel--on what are the
major issues that should be clarified to .the full
assembly in the group's bPresentation report.
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" | REPORTS - FROM GROUP MEETINGS

)

7 .

® Reports delivered by each group will -be displayed and descfibed
" by the group representative : :

Please keep notes of each group's report...these reports will
be used periodically throughout the workshop and they will
be specifically used in the final Session 12... ‘

The order in which reports will be delivered is listed on the
following pages... .

e Report #l: Group 5...CORRECTIONS: NOTES

64
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® Report #2:

Group 4:
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COURTS :

NOTES
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b el SESSION 4

CUTBACK MANAGEMENT...DEFINITION...
CHARACTERISTICS. . .METHODOLOGY.. .

Summary of Séssion

Previous sessions have explored some of the realistic dimensions--
both national and local--of fiscal stress. These dimensions act as
a framework to define the essential question of the workshop: ' How
can criminal justice policy makews and executives respond to the:
impacts of fiscal stress on the operations of criminal justice
agencies? i ' o ‘

The approach oﬁ the workshop is to suggest that a new form or styie
of criminal justice management be adopted by participants, one
which we have termed cutback management.

In this Session} we will. explain what we mean by cutback management.
We will define the term, describe why it is different from other
forms of public management, describe its peculiar characteristics,
and, finally, present a step-by—step‘méthodology which is intended

to focus on the principal components of cutback management as a
process. ‘ :

Subsequent sessions will then take each compcnent and describe some
of the.details and practices associated with this management method-
ology. Group exercises will be used, periodically, in order to
test-out and practice some of these cutback management methods.

In summary this session will treat of the fdllowing tdpiCS about
cutback management in general:

e Definition and description of cutback management;
® _ Uniqueness of cutback ménagement;
® Characteristics of cutback management;

% @ . Methods and steps. .
At the'completion of £his session, there will”bé a brief bregk
after which we will assemble for Session 5: Government Financing

"+ o Financial Condition...Bﬁdgéting...Financial Trends Monitoring.
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~ THE CONTEXT: FISCAL INTEGRITY

e  FISCAL INTEGRITY:

@ The financial and political soundness

of a government's system of taxing and
spending; o

e Characterized by some of the indicators:

3 . 0 » ¥ [y ._— .
© listed in the previous session--"Good Tlmgs' -;

e Produces, among the governed and the citizenry
and the taxpayers, consensus among the governed,
.reasonable certainty about the future, and

e Maintains stability in the art of governing. ' i\ #

e FISCAL STRESS~-~THE BREAKDOWN OF FISCAL INTEGRITY:

%

Q)

® Occurs when revenues decline relative to
expenditures--or--, :

® Occurs when expenditure growth outpaces
revenue growth--and--

e Can be characterized by some of the indicators
listed in the previous session—-"Hard Timeg--and--

® Produces, among the governed, the citizenry, and
the taxpayers, uncertainty, confusion, alienation,
and instability~--and--

® Produces immediate reactions against the government

and its agencies.

e CHOICES

FOR GOVERNMENTS IN RESPONSE TO FISCAL STRESS:

e When a gap occurs between expenditures and revenues,
a government has only three choices...

e Raise more revenue through taxation...
. : Py )
® Borrow to finance the gap...

e Cut éxpenses;

R Sy st s v i

T

O

A s

THE “THREE CHOICES

® RAISE MORE REVENUE:

® BORROW TO FINANCE:

. Increased taxation may drive out taxpayers;
Tax avoidance;

Tax revolts;

Taxation on top of wage inflation and subsequent tax
bracket creep has and will continue to produce
taxpayer reactions... ' S

Taxation on top of price inflation and subsequent
broperty tax bracket creep has and will continue
to produce taxpayer reactions...

‘Examples: Proposition 13, Proposition 2 1/2, and
other similar referenda sponsered changes in state

. and local taxation policies.

Excessive bhorrowing weakens the ability of

government to attract quality creditors...which, in turn..

Produces inflation in the actual cost of government
because creditors discount the value of their
loans to "risky" governments-as—borxowers.

May produce a governmental breakdown similar to

New York City crisis in 1974~1975 in which outstanding
debt to creditors required a reorganization (by the State
and Federal Government) of the actual management of

both the financing and the operations of the government

through a non-governmental agency composed, largely, of
creditors.

CUT SPENDING:

T o vt g nr -

Initiates a new style of public management...which

have termed curback management.
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TABLE 2.1  Changes in Resource Levels, Political Structure and Administrative Strategies

Changes In Resource Levels Political Structure

Administrative Strategies

Moderate continuous growih
Windfall revenue growth

No revenue growth
fragmented and quiescent

Moderate decline
fragmented but active
Severe decline

dominant coalition

Moderate central control/ fragmented
interest groups.and pluralistic bargaining

Some loss of central power/formation of
dominant coalitions to capture new resources

Weak central control/interest groups.
Weak central control/interest groups

(1) Recentralization of formal control, or
(2; Re-emergence of an informal

Incremental strategies (small divisible
projects and service augmentation)

Windfall strategics (new programs, Iirge
capital projects)

Denial and delay strategies (no growth in
allocations but no cuts either, increased
borrowing and budget manipulations)

Streiching and resisting strategies
(across-the-board cuts)

Cutting and smoothing strategies (targzied cuts) B

TABLE 2.2 Hypotheses

1. Administrative responses vary with the degree of change in the amount of revenucs from
year to year.

2. 'Fhe stages of fiscal stress, while they may be stopped at any point or reversed, are fixed
in their sequence. Cities are unlikely to skip a stage or scrambie the order. Consequenthy
(based on hypothesis #1) responses will follow a fixed sequence which should by
relatively simitar in all focalities,

3. Periods of no growth in revenucs will be associated with inactive inferest groups, an:d ;
general strategy of denial of the problem and delay in responding to it (Deficits iy be
hidden, borrowing - internatly and externally—increased, expenditures slid furwan
into the following year, revenucs pushed back, etc.)

P

Periads of moderate decline are associaied with ineffective central authority and active
but highly fragmented interest groups. All attempts to cut expenditures are mat witl
intense resistance. The outcome is shailow across-the-hoard cuts, freezes, and a viriety
of efficiency measures that affect afl parties nearly equally. (If there is a reduction in the
number of employees at this stage, the reduction will be by attrition. )

3

5. Periods of no growth and moderate decline show up -nny vs.'en.knesscs in the lmm:Aul
authority structure and create pressures for rcccnlmli.zmmn, elll[e.r f" lh.c Io.cul Ic\'c-l..m
failing that, at the state level, As authority is recenlr’nllzf:d. the decu.smnqunklng lfl:.lt 'I'I_IL
ery itsell will be altered 10 provide more information in a more umc‘ly‘m:umcr. and 1
reduce the influence of interest groups, especially organized public employees

minorities.

6.

<

Periods of severe decline will be met with targeted, rather than ‘ncmss-'lhc-.lutunl NN

Particular programs, projects and departments will be (Icé!)ly‘cul or chm.u'l;nllt‘(l‘u:
merged, while others wit be cut back less or not dt all. The criteria for cuts will depe |‘n

on whether a dominant coalition of interest groups emerges to protect areas of the !uqdp L
or whéther the ceatral authority is radically strengthened.

X
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CUTBACK MANAGEMENT

o CUTTING SPENDING...MEANS...CUTBACK MANAGEMENT;

e It means...managing a public organization or
agency towards lower levels of resource consumption...

® It also means...managing a public organization or
agency towards lower levels of organizational
activity...and... :

e It finally means...managing organizational changes
within a public organization that had previously
expanded and:grew during times when resources
and revenues were available to the organization's
managers. S

e CUTBACK MANAGEMENT...IS NOT SIMPLE...OR A STRAIGHTFORWARD PROCESS:

e In a world without politics, with perfect information,
with flexible assets and revenues that can be used with
management discretion...

e All we would have to do in cutting back would be to follow
the logic of Zero Base Budgeting...i.e., identify programs,
account for their costs, rank order priorities, assemble
resources, fund programs that have high priorities, and,
ignore or off-load programs with low priorities...

e However...in the real world of government, this method of
decision making is impossible...because... o

e In government there is...

e subtantial complexity...

e uncertainty and differences of opinion...

e debates about means and ends that translate
into differences and disagreements about priorities...

e carmarked revenues...that are either
e committed to specific programs...or...

e tied to satisfying legislative or judicial mandates.
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FURTHER COMPLICATIONS ABOUT ' ' ‘<W§'

CUTBACK MANAGEMENT - A -

e CUTBACK MANAGEMENT...CANNOT BE DONE PIECEMEAL...: .

In periods of fiscal stress, funding body officiadls show
a strong preference for short-run, piecemeal problem solving...

Incremental thinking is deeply engrained in public adminstrators...

Even when funding bedies agree on deep cuts pr‘terminations
as a tactic for cutting expenses, rarely do administrators
(or employees). take the cut as if it were the beginning of
a major shift...rather, the conventional view is that
cutting back is a temporary;matter due to the assumption
that fiscal stress is a shokt—term cyclical phenomenon...

And, public managers often make another assumption that
fund reductions or cuts in expenditures will be restored
in the near future. ' : -

e FISCAL STRESS...CYCLICAL OR LONG TERM...AND CUTBACK MANAGEMENT...: (w}

Research has suggested that when and if expenditure cuts...

"e are 7% or less of the total budget in
any one given year...or...

>‘6 are 15% over a three year period...then...-
Decisions that are piecemeal, incremental, and "muddling

through" decisions can work without destroying an agency's
long-term effectiveness...but...

Cut¢ that are outside thése margins, however, will shortly
impact on the long-term effectiveness of any organization.
Therefore, cuts of longer durations or higher percentages

mean that agencies cannot look for solutions based on

their previous experiences in the "art of muddling through";

Thus, the "incremental short-term strategies about cuts" such

as hiring freezes, reduction-by-attrition, deferred maintenance,

freezing operating expenses, across=-the-board budget“reductions,

or the rationing of services and expenses...work only in the Cf%
short run...usually within a given year or a given time frame e
oi;tpree years.
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THE CHARACTERISTIC HAZARDS OF .
V CUTTING BACK
' BY MUDDLING THROUGH

DECREMENTAL STRATEGIES AND MUDDLING THROUGH...

e Few policy makers and government executives have
viewed cutback management as a long-term problem
‘requiring large-scale strategic choices.

e Most officials and public employees assume that
fiscal stress, the gap between revenues and
expenditures, and the processes used to bridge
this gap and respond to fiscal stress are...

® short-term problems...because
fiscal stress is a 2-3 year
cyclical problem...

® problems that can be handled by
the customary use of conventional
budgeting and management techniques...

e problems that can be resolved by
the use of short-term tactics like
RIFs, attrition, furloughs, deferring
maintenance costs, etc....

e 1In short, conventional public administration wisdom, assumes
that governments and government agencies can be managed
according to “"business as usual", i.e., according to the
process of muddling through a short-term crisis by the
use of incremental--or, to be more precise, decremental--
problem-solving...taking small bites out of the problem
of the gap and cutting down and backing down from prior
expenditure levels...slowly, in some instances, and quickly,
and deeply, in other instances...

o DECREMENTAL STRATEGIES...AND SHORT—TERM THINKING. .. IS HAZARDOUS...

I

® There aYe seven major hazards...that research has shown
will result from the unreflective use of decremental thinking...
and each is explained more carefully in the following pages...
as characteristics of cutting back...and...these hazards are
assoclated with allocation of funds...allocational trade-offs...
redistribution of power...erosion of human resources...the loss
of human investors...overcentralization...and general service
defaults... :
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® CUTTING

CHARACTERISTICS OF A CUTBACK CE y
MANAGEMENT PROGRAM . L . : (“;

i

BACK. . . CUTBACK MANAGEMENT...AND ALLOCATION OF FUNDS...:

Cutbacks have allocational outcomes...i.e., ,
cutting back requires budgetary decisions that allocate
actual cutbacks between departments, service areas,
projects, programs, and client groupings...

These allocational outcomes mean differenﬁ,things...

e "Whose ox is being gored?"...and...

‘@ "Who wins and who loses?".
Current research has begun to provide some answers...

Some winners: public safety services...police and fire...

5w

Some losers: capitol plants and expenditures, street -,
repalrs, water and sewage systems, parks, (:j
recreation facilities and programs, museums,
libraries...in short, present amenities and
future, deferable, costs:

e CUTTING BACK...CUTBACK MANAGEMENT...AND ALLOCATIONAL TRADE-OFFS:

\

)

These budgetary decisions represent a trade-off gamble. ..

If fiscal stress (decline in revenues) is cyclical, then
one assumes that it will be reversed in 3 to 5 years...and
one assumes that the "losers" represented above will

become "winners" again...and one assumes that maintenance

and equipement. replacement can be deferred for that time
without having to confront the high cost of totally replacing
the "infrastructure" of the government...

If, however, fiscal stress is not cyclical and short-term,
and the decline is much longer, then these "trade-offs" will

- result in eventual rebuilding--at enormous costs---a great

many things and services.
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CHARACTERISTICS. . . CONTINUED

) éUTTING BACK. ..CUTBACK MANAGEMENT...AND THE REDISTRIBUTION OF POWER...

- @ Budgetary decisions and the management of imposed cuts
by agency heads has usually resulted in a centralization
of decision making power into the hands of a small cadre
of decision makers... '

e In the most fiscally-stressed jurisdictions, power has
passed to creditors who hold city's bonds and notes...
e.g., New York City is managed, fiscally, by two new
institutions--The Emergency Financial Control Board and
the Municipal Assistance Corporation...both of which are
creatures of New York State Government.

e Often the cuts in expenses being chosen by such cities
reflect the "winners and losers'" aspects of the
allocational characteristics of cutting back mentioned
earlier...

— e Similar patterns of power and cuts can be detected in
(M} the current FY 82 (and FY 83-FY 84) cuts being produced
in the Federal Budget of the U.S. Government.

e CUTTING BACK...CUTBACK MANAGEMENT...AND THE EROSION OF HUMAN RESOURCES...

e No government can deliver services without an administrative
workforce, a bureaucracy, and first-line service providers
that is usually composed of a mixture of skills, energy,
morale, commitment and working personnel.

® These human assets and human resources are, in effect, public
goods that are easily depleted if not renewed.

e Shortsighted cutting back can and will evenﬁually wear down,
deplete and even eliminate these human resources...with
real long term effects on the actual work of a government...

e DPublic employees can and will...in periods of cuts and fiscal
Stress pressures... become demoralized, depressed, and detached;
they will also, increasingly, regard public jobs as temporary
assignments, secondary sources of income, or as a burden to

’Q(i) endure while waiting for retirement.
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CHARACTERISTICS. ..CONTINUED

® CUTTING BACK. . . CUTBACK MANAGEMENT. . .AND ATTRACTING gUMA& INVESTORS. . .

‘o A publié organization must survive i? it is Fo carry ouzVive
- its prescribed tasks over a long period of t%me. To. su '
it must avoid undue and unnecessary consumpt}on o? hu@ii

energy and of other human sacrifices, otherwise, it w1ther
cease to attact new "investors”, i.e.., employggs and 9 y s
who are willing 0 invest their time apd energy,anq to - forego
other opportunities in order to work Wlth the p?bllc
organization to maintain and improve its effectlveneés.

e Cutting back the expenditures of an org?nizat%on'must
be done carefully and rationally otherW}se.?he hgman
assets and human investors in the organization will
begin to disappear...especially if and when...

e working conditions become oppressive. ..
e physical plant becbmes degrading...

e agency's clients become uncooperative
or hostile...

e raises fail to keep up with cost of living...

e promotion opportunities disappear...

All of which can and do occur in times of cutbacks.

& Iong, drawn out, grinding, periodic cuts will a;so erodi

those moments of innovation and success that agen?y heafg 1o
can point to as examples of special work agd special definiti
of the agency. & sense of excitment and dlscovgry can
“pe an important ingredient in the culture and life of a. tion
public‘organization‘and can enable memberg of.the orginlia

to share in and feed off the valued contrlbu?lons that t g
agency makes to the art of governing and delivery of services

I

e CUTTING BACK...CUTBACK MANAGEMENT. . . AND OVERCENTRALIZATION. - .

e In periods of fiscal stress and deficits, the usual
response of agency managers is to seize control ?nd
centralize all decisions about the use of expenditures...

e This "centralization impulse" produces geveral effgcts...
an increase in overhead and administrative costs alﬁce
"oontrol" rneeds "controllers and control procedures .o
which, in turn, means more red tapet more.papgryor${
more coordinative meetings, more written justifications...

3
't
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CHARACTERISTICS. . . CONTINUED

more. than information "nodes" in a complex network of

of these mid level managers:. .. , :

and rigidity in decision making...

‘,
L

‘e Centralization aléo:reducés middlermanagers tc being little’

budgeting and management information systems.,.whiéh,,in‘turn,
diminishes initiatives and increases‘frusﬁration on the part

e Impelled by the pressures of fiscal stress, centralization may
"also have the effect of separating responsibility and authority
.and remove the possibilities of sustaining initiative and leader-
" ship by supervisors and first line employees who deliver services...

~“and, if centralization lasts long enough, it can become overcentralizatio
which . can produce employee resentment, organizational stagnation,

e Finally, centralization can occur between levels of governments...

e  PFor example, in many fiscally stressed local governments, several

functions which were previously handled by the locale have been

"off loaded" to county or state governments at an increasing rate.

Two problems can, eventually, surface as a result of this trend---

a gradual erosion of local autonomy and home rule and a shifting
. of the focus of decisionmaking to state legislative arenas that
(:’ are already overloaded...both of which may result in lower costs
for local government's citizens but each of these may also result
in less access to decision makers and less responsive serxrvices.

of life in a community...

public administration...

businesses and the middle class and the tax base...

o
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e CUTTING BACK...CUTBACK MANAGEMENT...AND GENERAL SERVICE DEFAULT...

e Cutting back in order to balanée budgets is an easy task...if we
do not have to consider the effects of budget cuts on the quality

® But...what happens, eventually, when cuts are made without atiention
to the necessity of providing adequate, equitable, and stable levels
of government services?...What happens is "service default" or
"service level insolvency"...and it is the ultimate nightmare of

e Default and insolvency of services occurs when public safety services
cannot be delivered rapidly in response to emergencies and crimes...
when teaching cannot be done because of overcrowding...when libraries
cannot stock books and stay open...when streets become riddled with
potholes...when parks become overgrown with weeds...when recreation
facilties reach a level of chronic disrepair...when water quality

5 deteriorates to become a health hazard...and...when all these begin
. } to occur as an almost irreversible downward spiral that drives out

e
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WHAT HAVE WE LEARNED ABOUT
CUTBACK MANAGEMENT. .
THAT WORKS?

'+ ® ONE ANSWER...FROM BUSINESS ECONOMISTS...

".;.Nothing has worked very well when it comes to coping

with economic decline...My suspicion would be that nc
institutions manage decline very well. A lock at private
comparies in areas where markets are contracting will show
that they are almost always badly managed...The standard
business advice is to move out of the sunset areas of the .
economy and. into the sunrise areas. But this advice obviously
is of no value to. an- enterprise such as a government that is
locked into a particular geographic region or a particular
service line...Thus there may be no solution to the problem
of how to manage decline well...It may simply be impossible...

Lester Thurow
in Journal of Economic Literature
{September, 1981) pp. 1105-1106

.'® ANOTHER ANSWER...FROM CASE STUDIES...

e Cities and agencies that have handled retrenchment
and cutbacks with relatively few hazards and problems
have done so because of two interdependent factors...

e They have been able, largely through agency
leadership, to develop and maintain a governmental
situation where citizens, clients, public employees,
and political officials are willing to try new
lower-cost methods for delivering traditional
services...and...

e They have been able to formulate and stick to
a strategic plan with a multi-year time frame
of 3 to 5 years for the development and
maintenance of the use of such new methods.

'@ Without experimentation and innovation in the methods
of service delivery, it will be impossible, as Thurow
suggests, to appreciably improve the productivity of
governmental agencies...and...consequently...service
quality and quantity are bound to deteriorate as
budgets decline and fiscal stress conftinues.
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' EIGHT PRECONDITIONS OF A
WORKABLE STRATEGIC
PLAN

e ABILITY AND CAPACITY TO FORECAST...:

‘e Adency manageis and agency organizationé need the
capacity to forecast revenues, expenditures, and
the demand for and supply of services....

Without reliable forecasts, multi-year planning
can only be farcical guesswork usually based on
past traditions... '

® AUTHORITY TO MANAGE CUTBACKS...

e Agency managerial authority often is seen as a given...
namely, agency heads seem to already have authority to
adjust budgets, change services, trim down, eliminate,
terminate or change relationships with clients...

However, this is not always the case with agency heads
of management teams...

With the necessary authority--which may require changes
in statutes and adminstrative rules--centralized in a
unified and secure agency managerial team, planning and
implementation is much simpler.

e CONTINUITY IN TOP MANAGEMENT...

e Continuity supports consistency and multi-year strategies
so a cutback plan can unfold over several budget cycles
without confusion, backtracking, and changes of direction.

By contrast, lack of continuity, rapid turnover in top
management, will breed uncertainty among middle managers
and employees about implementing strategies already chosen
by previous management leaders.

e RAPID AND ACCURATE FEEDBACK...

® In business organizations, sales figures and cost data
provide management with information needed to judge
the effectiveness of a cutback program on a weekly,
monthly or quarterly basis...While the public sector is
not so fortunate, recent developments in cost accounting,
performance evaluations, and management information systems
are beginning to supply to.public managers analagous data
that can avoid the slow and vague feedback usually provided
to such managers in public agencies...
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PRECONDITIONS...CONTINUED ‘ ‘ o ( } S

e BUDGET FLEXIBILITYfa.

e INCENTIVES FOR IMPROVEMENTS...

‘maintain and continue current operations ) o .

Agency manégers need tc~be able to capture somg
flexibility in the useé and transfex of appropriated
funds from one account to another to allow factor
sﬁbstitution...e.g., by substitution of‘equ%pement
for  labor or part-time employees for full-time...

Otherwise, cutting back may mean immobility for thg
organization or the loss of incentives by magagers to
find and use lower cost and innovative solutions to

In many public organizations that have no performance
appraisal systems or performance bonuses, the ogly way.
managers can judge their agency successes.or failures 1s
through budgetary growth...the larger thel; budgets and
staff...the more successful they are perceived... (w

.\ e

Cutback management turns this formula upside down: How

can managers be persuaded and induced to cutback when .
their role in managing cuts is likely to affect, negatively,
their status and repgtation...

An answer, of course, is incentives such as performance L
bonuses or other forms of recognition for managing, successfully,
a contraction in their units or organization.

Without incentives, good managers will leave or refuse to
accept assignments for managing contractions.

e CAPACITY TO TARGET CUTS...

SEPARATION OF MANDATED FROM NON-MANDATED SERVICES...

Prioritization of cuts or targeting is essgntial to an
effective cutback program and anuorganiza?loq‘s long run
capacity can be retained or survive even if its short run
existence is dismal...But, if laws, mandates, rulgs, privileges,
_contracts and other constraints inhibit.or §tand in the way

of targeting, then cutting back will slide into the game

of small across-the-board cuts, hiring freezes, and other
poorly managed approaches and responses. ‘

g o g R AR

, (Tg
Habit, tradition, and custom have often been the forces which o
drive and promote the need for services. Can we afford such
services...just to be nice? A careful analysis can fe;ret"out
non-mandated from mandated services so that "core services emerge.
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TEN TACTICS USED AS PARTS OF
- AN INTEGRATED STRATEGY

@ CASES STUDIES...OF GOVERNMENTS...THAT HAVE BEEN SUCCESSFUL...

As local governments have cut back--carefully and rationally--
they have been able to implement plans that incorporated several
"of the following ten tactics usually within the framework. of one
or more of the strategic pre-conditions listed earlier.... ‘

® GOVERNMENTS HAVE...

° Texminated whole programs..;and/or...

e Raised additional revenues by installing or raising user
fees, charges, and tolls; by collecting uncollected taxes,
and by selling services to other governmental units and
the private sector...and/or...

e Shifted services to other units of government, contracted out
at lower cost, shared costs and services with other governments,
off loaded service responsibility to other units of government
and the private sector, and learned how to involve citizens
in the service provision process (e.g., crime prevention,
walk-in reports to precincts, etc.) through the "coproduction"
of services in order to lower costs...and/or...

o Implemented productivity improvement programs geared to
generating alternative approaches to traditional methods of
delivering services and have reorganized agencies to reduce
or eliminate redundancies...and/or...

e Used lower cost labor by reclassifying or downgrading wvacant
positions, or by simplifying jobs, or by substituting civilian
personnel for specialized persorinel, or by employing para-

professionals and/or volunteers for full time employees...and/or...

e Installed labor saving technolgies--especially information
technologies~-to reduce personnel budgets...and/or...

e Upgraded cost accounting and MIS...and/or...
® Reduced demand and rationed services while providing services

to those people who needed them most...and/or...

e Improved incentives to motivate employees and have begun to
engage in meaningful human resource management and development...

e And, finally, have made a link between investment in services
and the long-=term financial health of the community so that
proposals for service expenditures (or reductions) are weighted
against their long term costs and pay back potential.
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CUTBACK MANAGEMENT---A POLITICAL
"AND PUBLIC MANAGEMENT PROCESS

e Cutback Mandgement has...

® altered our traditional understandlng
of the theory and practice of publlc
management...and has...

e surfaced, for public managers, leflcult
paradoxes and new problems...which
we 3ra ill prepared to handle...and has...

e added a specific new dimension to the
theory and practice of public management...
namely, an emphasis on the politics
of. public management.

Cutback Mahagement as a Political Management Process...

@ Webster defined politics as
"+he art or science concerned with
guiding or influencing governmental
policy...".

e When oﬁe adds up all of the unique
aspects of cutback management, the
characteristics of this form of
management, and the difficult
paradoxes and problems associated
with cutting back, one is lead to
the inescapable conclusion that
this form of management demands
that jointly arrived-at agreements
be made by political leaders and
agencg-managers...otherwzse, 7
government policy about the allocation
of limited or dedllng resources will
not be made in a manner that will
effectively gulde and influence such
policy..:

e Three major reasons support this
conclusion...
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THREE QUESTIONS/THREE REASONS

e RESIST OR SMOOTH CUTS?

When confronting possible ‘cuts, who will have to choose
between resisting these cuts or smoothing them out by
limiting their impact on the organlzatlon s most 1mportant
functions, procedures and.long—term capacity?

i Political leaders? Budget Directors? Agericy Managers?

e DEEP GOUGE OR SMALL DECREMENTS?

When confronting possible cuts, who will have to choose
between accepting or imposing a-deep cut in a given year
with the promise that the organization, in later years,
will be rebuilt or accepting or imposing decremental cuts
year-by-year so as to minimize negative lmpacts on the
organization's mission and capacity?’

Political leaders? . Budget Directors? Agency Managers?

(w> ' e 'SHARE THE PAIN OR TARGET THE CUTS?

When confronting possible cuts, who will have to choose
between sharing the pain of cuts by allocating them
across the board to all units or targeting cuts on the
basis of identified and ranked priorities? Further,
in the case of the latter choice, whose priorities?

Political leaders? Budget Directors? Agency Managers?"

%k Kk

These three gquestions represent the three princiral
strategic decisions or issues that must be addressed
in a locdl government...Our hypothesis, supported by
research about cutback management and the experiences
of local governments 1s that if answers to these

‘questions--or choices about strategiés-—-are made

unilaterally by any one set of actors in the lodgal
government~—-then government policy making and
government agencies will deteriorate. By contrast,
if such issues are dealt with collaboratively by all
actors~=-which is an essentially political process—-
then, government policy making and government agencies
may zurvive some of the controllable aspects of fiscal
stress...and, in the near future, may even thrive.
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TOWARDS THE USE.OF A CUTBACK
MANAGEMENT METHODOLOGY

e OPERATIONAL ASSUMPTIONS:

An analysis of the unigueness and characteristics of cutback
managenent suggests that a new form of public management

is being imposed on political leaders and executives of
government agencies as.a result of the effects of fiscal
Stress. : '

Further, this analysis implies'that political leaders and
executives need to acguire or refine their knowledge,

acquire or refine their skills, and acquire and use (‘5

new behaviors.

e METHODOLOGY  OF CUTBACK MANAGEMENT:

This workshop has taken these assumptions--and the underlying
rationale associated with these assumptions~=-and has constructed

a methodolgy of cutback management. This methcdology begins

as a step-by-step process to answer the essential question

of the workshop: How can criminal justice policy-makers and
executives respond to the impacts of fiscal stress on the operations
of criminal justice agencies?

As a methodelgy, the process or steps have a two-fold purpose:
(1) to structure and shape the workshop so that participants can
practice themethodology and (2) so that participants can apply
the process, in their jurisdicition after the workshop practice.
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‘CUTBACK MANAGEMENT METHODS .

Understand how financial trends are
forecasted and used in the public
budgeting process; . '

Determine essential core services
to be provided by the agency;

Choose--and analyze-—-an appropriate
mix of strategies to be followed

in order to gain sufficient resources,
or protect sufficient resources, or to
use sufficient resources needed to
design and deliver essential core
services;

Identify and use alternative approaches
to the current design and deiivery of
essential core services that are based

on state-of-the-art, cost-efficient,
improvements on current modes of delivery;

Design and follow a 3-5 year strategic
plan of action which incorporates in it
the results and outcomes of each of the
previous steps in this methodology;

Identify, select, and persuade others
--inside and outside the organization--
to join with you and your organization
in order to carry forward the principal
features of the 3-5 year strategic plan;

Report widely the process and the outcomes

of the plan of action through multiple

types of reports in order to maintain

and enhance the support of others and in order
to maintain the momentum needed by the
organization to continue the plan of action.
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CONCLUSION.

Each of the remaining sessions of this workshop will carry out this
methodology...

Session 5 will examine some concepts and practices associatéd with
financial condition, budgeting as a process, and a matrix-view of
how financial indicators are used to construct and justify the
political as well as economic assumptions of a budget... This

session will provide some new knowledge and/or insights for executives...

and, perhaps some old or refined knowledge for: budget personnel and
political leaders. o

Sessions 6 and 7 will examine some ideas about how one could view

the process of determining essential core services of an organization...
This session may provnde some insights that can ald both policy-

makers and executlves...

Sessions 8 and 9 explore issues associated with choosing a set or
mix of strategies--defined as strategic decisions to accept or
resist cuts tnat are imposed. Some of the political management
aspects of cutback management will be explored--and tested--in-
these sessions.

Sessions 10 and 11 will present some facts, figures, and ideas to
press the case for collaboration across both criminal justice

agency boundaries as well as between political leaders and executives.
Supporting this case will be a session on agency-specific cost-
saving approaches and alternatives to the current manner of delivery
of crlmlnal justice serxvices.

Sessions 12 and 13 will give an opportunity and a time for agency
executives to formulate a short-term plan of action and for criminal
justice system policy-makers and executives to formulate a jurisdiction
wide plan of action by which the process and/or methodology of

cutback management can be continued, as a process, after the workshop.

Session 14 will conclude the workshop practice...
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SESSION 5

{ ' . _ GOVERNMENT FINANCING.. .FINANCIAL
- CONDITIONS...FINANCIAL INDICATORS...AND THE
'BUDGET PROCESS

Summary of Session

This session will focus on the first step in the methodology
of cutback management...to identify the characteristics of the -
process of financing government services.

Traditionally, this step has been the sole domain of local
government budget and fiscal officers. However, the effects of
fiscal stress have--and will continue--to force departmental
executives of operating agencies to become more knowledgeable
about the intracies of budgeting and financing because decisions
or assumptions about financial condition and financial indicators
are at the heart of cutback management.

In this session, we will examine the following topics:

® The multiple meanings of financial
condition and solvency;

e Evaluating and classifying financial
condition factors:;

e Financial indicators and financial-
trend monitoring;

e Examples of financial indicator analysis;
e The budget process and the budget;
® Step One of the Cutback Management~Methodology.
At the conclusion of this session, there will be a brief break to

be followed by Session 6: DETERMINING THE CORE...which will be an
introduction to the second step of the cutback management methodology.
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A NOTE ABOUT SOURCES

' @

Mich of the information.used in this session is based on a set of
handbooks which were developed by the International City Management
Association for a project entitled EVALUATING LOCAL GOVERNMENT FINANCIAL
CONDITION. : '

The series of handbooks goes .a long way toward closing ‘a "financial
information gap" that exists today for many local governments and
government executives. These handbodks seak to develop for local
government officials a financial condition monitory system--a system
that uses many of the same approaches used by ‘the municipal credit
rating industry. The system is not difficult to understand. The
technique of trend analysis is used extensively and when grasped

by the executive, it will make his/her job of being a manager

much easier and more productive.

Titles of the handbook series are:
® Evaluating Financial Condition: An

Executive Overview fqr Local Government
(Handbook 1)

e Financial Trend Monitoring System: A Practitioner's -
Workbook for Collecting Data, Charting Trends, ( }
and Interpreting Results
(Handbook 2)

® Financial Jeopardy! Practices and Policies That Can Affect
Financial Health
(Handbook 3)

® Financial Performance Goals: A Guide For Setting
Long Range Policies
(Handbook 4)

e Tools for Maning Financial Decisions:
An Annotated Shopping List
(Handbook 5)

The handbooks and the financial trend monitoring system were tested
and evaluated in several jurisdicitons.

Copies may be obtained, for a modest fee, from: The International City
Management Association, 1140 Connecticut Avenue NW, Washington, DC 20036.

A summary review of the entire project has been reported in "Public
Budgeting and Finance", Summer 1981, Vol.l, Number 2 as FINANCIAL
INDICATORS, Sanford Groves, Maureen Goodsey, and Martha Shulman..
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FISCAL STRESS...AND...NEW FINANCIAL
" PROBLEMS...FOR GOVERNMENT

‘@ FINANCIAL PROBLEMS IN LOCAL GOVERNMENTS...

P

Most financial prbblems in local governments do not develop suddeniy.
Instead, they. build over time...Generally, théyAcan'be traced to
one or more of the following situations... -
‘ Al ‘ : S .
e A decline in revenues... @ A decline in tax base and/or
® An increase, in aexpenditure , , ‘
pressures... - - ® Adverse external economic
: . v " ‘conditions, e.g., stagflation,
"® Decreasing cash and budgetary ‘recession...
surpluses... : :
‘ ® Increase of mandates and
overdependence on intergovern-
mental funding...

e Increasing debt burdens...

e The accumulation of unfunded .
liabilities... e Natural disasters and/or
’ emergencies...
e The erosion of capital plant...
® Ineffective legislative and/or
management polices and practices.

¢ THE EFFECTS OF FISCAL STRESS...HAVE COMPOUNDED...AND MADE MORE
COMPLEX...THESE FINANCIAL PROBLEMS...AND HAVE RAISED NEW PROBLEMS...

Generally, in good times, a government is usually able to handle
(or be assisted in the handling of) these normal financial problems...

However, in hard times, these normal problems becomes abnormally
difficult to handle...and...these problems force new imperatives
on the executive managers of government departments or agencies...

One new imperative placed on criminal justice executives is: The need-
to-know more about-- '

® Financial Condtions of a Government
e Financial Trends Affecting a Government

® Budgeting Processes and Purposes
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WHAT IS FINANCIAL CONDITION? -

e

® 'THE TERM HAS MULTIPLE MEANINGS...

F1nanc1al Condztzon may mean, CASH SOLVENCY, deflned a5...
A Government's capacity and ability to
' raise enough cash or liguidity to pay
"its bills...ox...

Financial Condition may mean, BUDGETARY SOLVENCY, defined as...

A Government's ability to raise sufficient revenues
over its normal budgetary period (usually a fiscal
year) 9 ‘meet its expendltare obl:.gatlons and not
incur deficits...or...

.. Fipancial Condition may mean, LONG-RUN SOLVENCY, defined as...

A Government's long-term ability to pay-out all

the costs of doing the business of government and,
as such, it includes expenditure obligations that
normally appear each annual budget as well as those
expenditure obligations that will show up only in
the (future) years in which they must be paid.

)
Examples of this latter are pension costs, payments (ey
for accrued annual leave, maintenance costs that
have been deferred to future years, replacement
costs associated with capital assets such as streets,
sewers, buildings, physical eguipement, etc...or...

Financial Condition may mean, SERVICE-LEVEL SOLVENCY, defined as...

A Government's ability to provide the level and
quality of service which is believed to be required
for the "health and welfare" of the communities 'and
individuals that the government represents. '

A government may be in "sound" financial condition
due to cash, budgetary or even long-run solvency,
but still may be unable to design and deliver (or
support) an adequate level of requested or required
or mandated services.

e FISCAL STRESS...HAS RAISED TO A HIGH LEVEL...PUBLIC DEBATE ABOUT
THESE TERMS AND DEFINITIONS...

Few disagree with the terms and definitions as such...

Many disagree and debate about the use of these terms (“
in discussions about the question: What can Government
afford to do?...How does a Government know what it can do?

92

g

B e R

sxan

e bt e S AT e i

EVALUATING FINANCIAL CONDITION BY THE
USE OF FINANCIAL INDICATQORS

By adopting a breoad definition of financial condition that éncompasses
all four types of solvency listed above, ‘one ‘can construct and use a
set of financial indicators that can aid local government decision-

makers in dealing with several typkcal situations that presently plague‘
local governments:

o Local governments are facing the prospect of declining revenues
and increasing demands for governmental services--

[} Local governments are under the straln of a few ldentlflable

problems of fiscal stress and. need tc put these problems’ lnto
. a broader perspective--'

® Local governments sense the emergence of specific problems but
cannot pinpoint the causes or effects of such problems--

® Local governments are in good financial condition but are sensing
that there is no systematic way to monitor changes and to anti-~
cipate problems.

LIMITS OF EVALUATING FINANCIAL CONDITION.

Objectives of government include values such as "health and welfare"
"political satisfaction" and othexr similar terms. They can only be
measured or evaluated subjectively. Therefore, by including "service
level solvency" in our broad definition of financial condition, one
has to settle for something less than precise measurement in an
evaluation of this type of "seolvency";

Most local government accounting systems focus on fund accounting and
flow of funds for auditability and visibility as well as legal compliance
purposes. Little attention has been given to cost accounting and to
measuring long-run financial health; little attention has been given to
multi-year perspectives and those issues associated with the "long-run

- solvency" and "service-level solvency"” aspects of financial condition.

The current state of the art of evaluating the financial condition of
particular governments is complicated by the following: inattentiveness,
lack of specific data bases, lack of .comparable data, an incomplete theory,

and lack of normative standards that can be applied to comparable governments.
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12 FINANCIAL INDICATORS/CLASSIFICATION

~
i
e

RevVenues per wapita
Restrictad revenues
Intsrgovarnmental revenuaes
Elastic tax revenues
One=~time revenuas
Property tax rev&iuas
Uncollacted property taxes
User charge coveraga
Revenua shortfalls

t . . 1.0 REVENUES INDICATORS:

o e e b b
H
OO~ U d LN

.

2.0  EXPENDITURES INDICATORS

Expenditures jer capita
. Emploveaes per capita
Fixed cosgts '
Fringe benafits

| Financial Condition Factors

[ 2R S I V)
.
Lo W SN

- -ENVIRONMENTAL ~ - " ORGANIZATIONAL  FINANCIAL . e | , ) i
FACTORS FACTORS FACTORS . 3.0 OPERATING POSITION INDICATORS

Debt service

L o e

1
2 Long-term debt

., . 3

Conditions o i

o

Regional Markets Cparating Results |

n - . L . : U -
. : LOCAL Growth 3.1 Operating deficics
‘ Cammumtv - Popuiation Flaxibility 3.2 Enterprise losses
Needs and 'Enr::::.vmlm . Sl::::::i‘:bility Revenues 3.3 General fund balances
Resources Property ‘ Diversity ’ 3.4 Liquidiey
3 . L. Business Activity . / -
‘ Growth - 4.0 DEBT INDICATORS
r Mandated Cost .
Extemal Pﬁ‘egl'gz:t& Praductivity Expendltures .1 Current liabilicties
Ecoriomic 1 " intiation Effecrivenes 7 .

Oyl o ;

. Overlapping Debt
;und Balances Oper ating : :
5 ‘ . . eserves e 3.0 LI LITY IM S
N ) inter- [ Federal/State Mandates Lep%l‘sl::aﬁve Liguidity Position IR KRR SR
: Govemmenm‘ - ?;":J;‘n':;gjm | Ty _8:5_3_ . i .l Unfunded pension liahiliety .

Lang Term Qabt
Short Term Oebt
Overisoping Debt
Contingent Oebt
Quasi Qebt

Debt Schedules

Management
Practices

Pension assets .
Accumulated emoloyee leave liability

wr o
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cans"aims _lncnrpomion Laws

/ N\

Structure

Unfunded §
Liabilities

[s3)
.
o

) CAPITAL SLANT INDICATORS
Natural Weathis CAPITAL SLANT INDICATORS

Disasters & |~ Srauske

Emergencies frz

Maintenance affort
Lavel of capital outlay
Depreciation

Pensions

Lsave Benefits

Oeferred
Maintenancs

-

COMMUNTTY NFEDS AND RESQURCES INDICATORS

Political Auitudes Towsd:

,-.\S .
\,k l
] -
e
o
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. Depreciation o 1 ;
@ Servicss " orr 7.1 Population
g Cuiture . et , Asqat Inveenorie Condition of , 7.2 Median age
'y : Aeplacament Capitai Plant 7.3 Zersonal Income ‘ ‘

: Schedules | » . 7.4 Poverty households or public

! o . assistance recipients

. . . 7.5 Property value

. . N 7.6 Residential davelopment
. 7.7 Vacancy ratas
7.8 Employment base
; 7.9 Business activity
8.0 EXTERNAL ECONOMIC CONDITIONS INDICATORS*

7 ' : 9.G INTERGOVERNMENTAL CONSTRAINTS™*

I N ‘ 10.0 VATURAL DISASTERS AND TMERGENCIES*

' ‘ : 11.0 POLITICAL CULTURE®

_,__. . (‘\) 12.0 LEGISTATIVE POLICIES AND ."ANAG_.?&E!‘I’I‘VPFACTICES*
A
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* A NOTE ON INDICATCORS 8,0-12.0

These classes and sets of indicatoré are extremely difficult to classiiy,
analyze, explain and predict because of one or more reasons listed below:

External economic indicators or conditions and their impact
on local governments are hard to measure at the local level
because of lack of data.and deficiencies in the state of the
art; ' ‘ )

Even where technigues are available, (e.g., écmputerize&, multi-
variate analysis or econometric models and simulations) they

are costly and reguire expertise (and data) not usually available
to the average local government;

Local governments are constrained by a host of federal and state
constitutional requirements, state c¢harter mandates, and other
formalities which make a city a "creature" of another government.
Generally, these formalities and constraints can be classified as
relating to: local government structure; local government service N
responsibilities; local goverxrnment financing powers; and initer- ( }
governmental mandates. Because of the highly subjective nature of ’
intergovernmental constraints only a few indicators can be developed

.to measure them~—-and these have been incorporated into the other

lists of indicators;

Political culture indicators (e.g., the manner of political repre-
sentation, citizen participation, structures of the government
organization, the processes of decision making, the age, size

and density of the community, the content of political issues,
etc.) are highly subjective and diverse and no indicators for
measuring it are presented;

Legislative policies and management practices are the most critical
factoxrs affecting financial condition--but, because of the subjective
nature of these influences, no indicators are present for measurement.

"
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t Increasing
| Decreasing

Pepulation 1)
Median Age t

Persanal Income |

Poverty Households 1

Public Assistance
Recipients

Pioperty Value |
Residential Developmient |
Vacancy Rates {
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A FEW EXAMPLES OF FINANCIAL INDICATOR
ANALYSIS... ‘ : -

® A selected set of examples of
types of indicators, meaning,
formiulas used, and chart
brojectionps are given in the
following few pages...

® A more detailed description and use

of the entire FINANCIAI TREND MONITORING o
SYSTEM...for local government executives... ‘(W
may be obtained from the citation listed

in the Summary of this Session...

et

98

T
SR \
-
Wi
2
-
"
.

Ey
N
[
P
kS
o
»
" E]
-
s
fe3
13
-
-
. ¥
. . .
. o

e ‘/"”‘\
\‘\ /
o
{
#
Y
X +
“ -

AN

N .
7
P
-
)
F 3 4
Q
.
/
i




1.1

o

e ——

1.0 REVENUE INDICATORS

REVENUES PE‘R CAPITA:

Exam;nlng per capita revenue shows how revenues are changing relative
to changes in the level of population. As population increases, it.
might be expected that the need for services would increase propor-
tionately, and, therefore, the level of per capita revenues should
remain at least constant in real texms. If per capita revenues are
décreasxng, it could be expected that the city will be unable to
maintain existing service levels unless it were to find new revenue
sources or ways to save money. This reasoning assumes that the cost
of sexvices lS directly related to population level.

Y

MATHEMATTICAL FORMULATION TQ BE USED:

Net Operation Revenues (Constant Dollars)
Population

AN EXAMPLE OF A WARNING TREND: Decreasing net operating revenues per

capita (constant dollars)
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1.0 REVENUE INDICATORS

1.2 RESTRICTED REVENUES R

A restricted revenue is one which' is legally earmarked for a specific
use as may be required by state law, bond convenants, or grant reguire-
ments. For example, many states require that gas tax revenues be used

only for street maintenance or construction. Similarly, bond convenants

may reguire that utility revenues be pledged to retiring utility bonds.
Grant revenues are also usually restricted to specific purposes.

As the percentage of restricted revenues increases, a city loses its
freedom to respond to changing conditions. A large proportion of
restricted revenues also makes a city's program mix vulnerable to
dictates from the funding agencies. In addition, it may indicate a

growing overdependence on external revenues and signal a future inability
tc maintain serxvice levels.

MATHEMATICAL FORMULATION TQ BE USED:

Restricted Operating Revenues
Net Operating Revenues

AN EXAMPLE QOF A WARNING TREND: Increasing amount of restricted operating
revenues as a percentage of net operating

revenues
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1.0 REVENUE INDICATORS

INTERGOVERNMENTAL REVENUES

Intergovernmental revenues are any revenues received from another
governmental entity. They are important to anlyze because an over-
dependence on intergovernmental revenues can have an adverse impact
on financial condition. The conditions or "strings" that the external

. source attaches to these revenues may prove too costly, especially if

thesé conditions are changed in the future after the city has developed

'a dependence on the program. An example is the audit requirement that

has been added to the use of general revenue sharing. In addition, the
external source may withdraw the funds and leave the city with the delemma
of cutting programs or paying for them out of the general fund. This

~occurred with the federal contercyclical grants of the 1970s.

Nevertheless, a municipality might want to maximize its.usé of intergovern-
mental revenues consistent with its service priorities and financial condi-
tion. For example, a city might want to maximize intexrgovermmental revenues
to finance a mandated service, or to fund a one~time capital project. The
overriding concern in analyzing intergovernmental revenues is to determine
whether the city is contxolling its use of the external revenues or whether
the city is controlling its use of the external revenues or whether these
revenues arg controlling the city.

MATHEMATICAL FORMULATION TO BE USED:

Intergovernmental Operating Revenues
Gross Operating Revenues

AN EXAMPIE OF A WARNING TREND: Increasing amount of intergovernmental

operating revenues as a percentage of
gross operating revenues

»

2

S t r?

2 .’ &
<
0 o ’
a D .
22 ¢ I
§3 —
2S5 F Y AR
& & )
<o t
T a P -
¥
Ec T
E= T
g o P
3 e -
[~ ]
§.‘9 . 5 . te
E§5 | N
Q L. .
g . . .

© .

-~ i
g L 1 Jmnd: | S S 1 1 L L s
1970 1975 1980 1985

101

e e R T R




S

1.0 REVENUE INDICATORS

T

1.6 PROPERTY TAX REVENUES

_ Proper.ty tax is an important revenue to consider individually because most cities are heavily
re_han{ on it. A decline or diminished growth in property taxes can resuit from a number of causes.
First, it may reflect an overall decline in the city's property values resulting from age. a decline in -
.economic health, or a decline in population. Second. it might resuit from an inability, of property
owners to pay, also due to economic decline. Third, it might be a result of inefficient assessment or
appraisal practices. Fourth, a decline could result from an unwillingness of property owners to pay
because delinquency penalties are less than the short-run interest rates and nonpayment becomes an
economical way for private indeuals and businesses to borrow money. ' o

- MATHEMATICAL FORMULATION TO BE USED:

Property Tax Revenues
(Constant Dollars)

AN EXAMPLE OF A WARNING TREND: Declining or negative growth in propexty }
tax revenues (constant dollars) (

TTTY

Property Taxes
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1.0 REVENUE INDICATORS .

REVENUE SHORTFALLS

This indicator examines. the differences between revenue estimates

and revenues actually received during the budget year. Major discre-

pancies, that continue year after year, can be an indication of either
a declining economy, inefficient collection procedures, or inaccurate

estimating technigues. It can also be an indication that revenue

‘estimates are being made optimistically high to accommodate political

pressures. If revenue shortfalls are increasing, a detailed analysis
of each revenue should be made to pinpoint the scuzrce.

MATHEMATICAL FORMULATION TO BE USED:

__Revenue shortfalls
Net Operating Revenues

AN EX2MPLE OF A WARNING TREND: Increase in revenue shortfalls as a
percentage of net operating revenues

Ty

Revenue Shorifalls as Percentage ol
Nel Operaling Revenues

103

s v g e . e e v

et et gt et

RESCPENET: Stk

w,v@,p-_..,,




2.0 EXPENDITURES INDICATORS

2.1 EXPENDITURES PER CAPITA

Cha:nges in expenditures per capita reflect changes in expenditures relative to changes in
kpopul.auo.n. Increasing per capita expenditures can indicate that the cost of providing services is
outstripping the -community’s ability to pay, especially if spending is increasing faster than the

- community’s personal income or other relevant tax base. From a different perspective, if the increase
. Inspending is greater than would be expected from continued inflation 'and cannot be explained by
~ the addition of new services, it can be an indicator of declining productivity—that is, the city is

. spending more real dollars to support the same level of services.

MATHEMATICAL FORMULATION TO  BE USED:

- Net Operxating Expenditures (Constant Dollars)
’ Population ‘

AN EX2MPLE OF A WARNING TREND: ' Increasing net operating expenditures
(constant dollars) per capita

Ty

Net Operating Expenditures Per Capila

104
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‘2.0 . EXPENDITURES -INDICATORS

3  FIXED COSTS '

The operating expenditures of every city are partly composed of expenditures over which the city

has little short-run control. These are usuaily called “mandatory” or “fixed" expenditures. They

include expenditures to which the city has previously made legal commitiments, such as debt service,
pension benefits, lease purchase agreements, and long-term leases. They also include expenditures for
prograrns that are imposed by higher levels of government, such as for wastewater treatment facilities
or for the maintenance of a general plan. '

The level of fixed expenditures is important because the higher it goes, the less flexibility the city
retains to adjust spending decisions in response to changing economic conditions. This is especially
important during periods of financial retrenchment, because many fixed expenditures, including debt
service, pension payments, and state and federal mandates. usually cannot be proportionately
reduced when a city is forced to reduce service levels.

MATHEMATICAL FORMULATION TO BE USED:

Fixed Costs
ttet Operating Cxpenditures

AN EXAMPLE OF A WARNING TREND: Increasing fixed costs as a percentage
‘ of net operating expenditures

Fixed Cosls as
Percentage of Net Operating Expendilures
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2.4

2.0 EXPENDITURES INDICATORS

FRINGE BENEFITS

i
!

The most common forms of fringe benefits are pension plans, health and life insurance, vacation,
sick and holiday leave, and various types of educational and incentive pay. Together, they represent a

significant share of operating costs, often amounting to more than 25 percent of salaries. Some

benefits, like heaith and life insurance, require immediate cash outlays. Some, like pension benefits or

~ accumulated vacation pay, can be deferred. for ten to twenty years. Others, like accumulated holiday
-anid sick leave, may require either paying the opportunity cost of not having the work done or paying

the cost of additional workers to handle the work load. Because of the complex nature of the funding
and recording of fringe benefits, these costs can inadvertently escalate and place a financial strain on a
city.

MATHEMATICAL FORMULATION TO BE USED:

Fringe Benefit Expenditures
Salaries and Wages

AN EXAMPLE OF A WARNING TREND: Increasing fringe benefit expenditures
as a percentage of salaries and wages
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(j) _ v 3.0 QOPERATING POSITION INDICATORS

3.3 GENERAL FUND BALANCES

Fund balances can also be thought of as a reserve, although the entry on a city's annual report
labeled “fund balance” is not always synonymous with. “available for appropriation.” The report:
may show subsidiary accounts that are encumbrances on the fund balance, such as “Reserve for
Prior Year’s Unexpended Appropriations.” ; o '

The level of a city’s fund balances may deterrnine its ability 1o withstand linexpected financial -

emergencies, such as may result from natural disasters, revenue shortfalls, orsteep rises in inflation.
It also may determine a city's ability to accumulate funds for large-scale’ purchases, such as fire
trucks, without having to borrow..In states that allow it, cities usually try to operate each year at a
small surplus in order to maintain positive fund balances and, thus, maintain adequate reserves————

MATHEMATICAL FORMULATION TO BE USED:

Unrestricted Fund
.Balance of General Fund
C}) : Net OQperating Revenues

AN EXAMPLE OF A WARNING TREND: Declining unrestricted fund balance of

general fund as a percentage of net operating
revenues . E

Fund Balances as a Percentage of
Nel Operating Revenues
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.4 LIQUIDITY

- A good measure of a city's short-run financial condition is its cash posigion. “Cash position™
includes cash on hand and in the bank. as well as other assets that can be easily converted to cash,

such as short-term investments. The level of this type of cash is referred to as liquidity. It measures a

city’s ability to pay its short-term obligations. The immediate effect of ins.ufﬁci,ent liquidity is ir_xabili.ty
_to pay bills or insolvency. Low or declining liquidity can indicate that a city has overextended itself in
the long run. The first sign may be a cash shortage.

A standard ratio of liquidity used to analyze commercial entities is the “quick ratio"-—-‘-that is,
cash. short-term investments, and accounts receivable divided by current liabilities. If this ratio is less
than one-to-one (or less than 100 percent), the commercial entity is considered to be facing liqu?di;y

. problems. Most of a commercial-entity's accounts receivable. however, are-usually cqllected within
thirty days; a municipality’s receivables are usually not collected that soon. Accordingly, a better
measure of a municipality’s liquidity is the ratio of cash and short-term investments to current
liabilities. ' ' _ ‘ ‘ :

Analyzing cash and short-term investments compured to current liabilties is also referred to as

“éurrent account analysis.” Within this termiriology, an excess of liabilities over cash and short-term

investments (a ratio of less than one-to-one) would be referred to as a “‘current account deficit” and
the reverse (a ratio of greater than one-to-one) would be a “curreit accountsurpfus.” .

MATHEMATICAL FORMULATION TO EE USED:

Cash and Short-Term Investments
Current Liabilities

AN EXBMPLE OF A WARNING TREND: Decreasing amount of cash and short-
term investments as a percentage of
current liabilities

Ty

Ty

Cash and Shorl-Term Investments
as Percenlage ol Current Liabilies
' | B L I
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4.3

4.0 DEBT INDICATORS

DEBT SERVICE

Debt service 1ls defined here as the ampunt of interest and principal -
t:ha.t a city may pay each year on net direct long-term debt plus the
interest it must pay on direct short-term debt. As it increases, it
adds to the city's obligations and reduces the city's expenditufce
flexibility. Debt service can be a major part of a éity's fixed costs,

"and its increase can indicate excessive debt and fiscal strain. If

debt service on net direct debt exceeds 20 percent of operating revenues,
it is corsidered a potential problem. Ten percent is considered good

MATHEMATICAL FORMULATION TO BE USED:

Net Direct Debt Service
Net Operating Revenues

AN EXAMPLE OF A WARNING TREND: Increasing amount of net diract debt service
as a percentage of net operating revenues
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6.1

" 6.0 CAPITAL PLANT INDICATORS

MAINTENANCE EFFORT

i i its s 1ldi bridges is significant
The condition of a city’s long-lived assets such as its streets, buildings, and ot £

| i i i have on
because of their tremendous cost and of the far-reaching consequence their decline can ha

i itu] i assets
business activity, property values, and operating expenditures. Deferral of maintenance on the as

" and their subsequent erosion can also create a significant unfunded liability.

Over the long run, maintenance expenditures are likely to remain relatively stable in relation t0

* . ‘ i ~ » . s
the amount and nature of the assets to be maintained. Each ;!ype of z:_slslet (eea‘g; as:::;z)sn ?:x;gxtrl:%e,
i i ately; in cases.where there is still greal 2
‘bridges) should be considered separately; and In cases.\ ere.is ’ O ety
“ i tegories (e.g., arterial streets versus :
they should be broken down Into narrower cat tre ‘
Th: size of the asset stock can be calculated using square footage (bullfimgs), linear mllfes (st{es:gsgicoi;
other appropriate measure. If the ratio between maintenance expenditures and size of asse

i i i i ists, it may alsobe a .
deciining, it may be a sign that the city’s assets are deteriorating. If the trend pers

. N X . X - creased
sign that maintenance expenditures will be going up on 2 unit basxs.dug to 1the inc
deterioration. :

MATHEMATTCAL FORMULATION TO BE USED:

Expenditures for Repair and
Maintenance of General Fixed Assets
Amount of Assets

AN EXAMPLE OF A WARNING TREND: Declining level of expenditures for.
maintenance and repair of general £ixed

assets per unit of asset

¥ 4 3 3

Maintenance Expendilures per Unil of Assel
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7.0 COMMUNITY NEEDS AND RESQURCES INDICATORS

7.6 RESIDENTIAL DEVELOPMENT

Generally speaking, the net cost of servicing residential development ‘
is higher than the net cost of servicing commercial or industrial.
development. This is because residential development usually creates

. expenditure drains, industrial development creates revenue surpluses,
'agd commercial development pays for itself. Under this set of circum~
stances, the ideal condition would be to have sufficient industrial
development to more than offset the costs of the residential development.
There are, however, many exceptions. For example, a high-density resi-
dential area occupied by middle-aged, wealthy families whose children
have already left home, who are heavy consumers, and who look to the

government for very few services can generate more revenues than service.
costs. ' e

This indicator examines the change .in residential development relative
to total development. Market valuation is recommended for computing
the ratio. Assessed valuation can be used if assessments of residential
and nonresidential property are made uniformly and if comparable rates

of appreciation axe used. 1If not, the appropriate adjustments should
be made in the calculations.

MATHEMATICAL FORMULATION TQ BE USED:

Market Value of Residential Property
Market Value of Total Property

AN EXAMPLE OF A WARNING TREND: Increasing market value of residential

development as a percentage of market
value of total development

rrry

Residential Developmenl
as Percenlage of Tolal Development
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7.0 COMMUNITY NEEDS AND RESQURCES INDICATORS .

7.8 EMPLOYMENT BASE

These two indicators are considered together because they are closely related; and for the
purposes of this discussion they will be referred to as "employn.lent' base.” Employmgnt base is
important because it is directly related to the levels of business activity and persc?nal income. Cha'nges
in the number of jobs provided by the community' is a measure of and ar influence on business
activity. Changes in rate of employment of the community's citizens are ‘re_lated_ to changes in
personal income and, thus, are a measure of and an influence on the community’s ability to support

.its local business sector.

If the employment base is growing, if it is sufficiently diverse to provide a Acus,hio,n against short-
run economic fluctuations or a downturn in one sector, and if it provides sufficient income to support
the local business community, then it will have a positive influerice on the city’s financial cond_ition: A
decline in employment base as nieasured by jobs or lack of employment can be an early warning sign
that overall economic activity and, thus, that governmental revenues may be on the decline,

MATHEMATICAL FéRMULATION TO BE 7SED:

Unemployment Rate and/or the Number of -
Jobs Within the Community ( ;

AN EXAMPLE OF A WARNING TREND: Increasing rate of local unemployment
or a decline in number of jobs provided
within the community

e
. Unemployment /e

Hnemployment Rate or Number of Jobs

1960 1970 1980 1990
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7.0 COMMUNITY NEEDS AND RESOURCES INDICATORS

BUSINESS ACTIVITY

The level of business activity affects a city's financial condition in two .ways. First, it directly
affects revenue yields to the extent that they are a product of business activity, as in the case of a sales
or gross receipts tax. Secondly, the effect is indirect to the extent that a change in business activity
affects other demographic and economic areas such as employment base, personal income, or
property values. Changes in business activity aiso tend to be cumulative. A decline in business
activity will tend to bave a negative impact on employment base, income, property value, etc. This in
turn can create furttier decline in business activity.

The availability of data for measuring business activity will vary from sity to city and state to
state. Retail sales is the most commonly available type of information and car be obtained from the
state, county, or city office administering a retail sales tax. This information is often broken down
into type of business and geographic location. Cities with business license. occupation, gross receipts,
or employment taxes can use the administration of these taxes to collect information on number and
type of businesses and jobs, where and how much space (square footage or acres) is devoted to each

type of business. and how well the businesses are doing.

~_Another source of information is the appropriate assessor’s office, which can provide similar
information on size and property valuation (real es:ate, improvements, and inventory). Local,
regional, and state chambers of commerce are additional sources. Banks and county and state
departments of commerce are sources for existing information as well as projections for one- to five-
year periods. :

MATHEMATICAL FORMULATION TO BE USED:

See Trend Worksheet

AN EXAMPLE OF A WARNING TREND: Decline in business activity as measured

by retail sales, number of businesses,

gross business receipts, business acres
developed, and market valuation of busi-
property (constant dollars where appropriate)

Ty

Business Aclivity
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- ' THE BUDGET AS AN. OUTCOME OF A
'{,} o ‘ BUDGET PROCESS. ..

THE BUDGET PRCCESS AND THE BUDGET... ' (M?

- ’ : L . - @ IS A DOCUMENT...OR SERIES OF SEQUENTIAL DOCUMENTS...AND A STATEMENT...
e IS THE MEETING PLACE WHERE FINANCIAL TREND PROJECTIONS OR

© ESTIMATES MESH OR CLASH WITH DEFINTIONS OF FINANCIAL CONDITION...

® The Budget Process is...

a set of prescribed steps and meetings...

a set of meetings at which projections or

" estimates are calculated...and...recalculated...

owned or controlied by those who have access to
financial data, trends, and other information...

a multi-month process that looks to the future,
is constrained by the past, and "plays" with
the present...

a mysterious process to those who have never
participated or to those who have only partially
participated... :

the process by which fiscal policies, monetary
policies, and political policies are made

concrete in terms of dollars, costs, expenditures...

usually the place in which cuts are first
propesed...but not publically (yet) announced...

a shifting,'changing field of activity...

ALL OF THE ABOVE.

OF -POLITICAL BELIEFS AND VALUES...ABOUT HOW TO ACCOMODATE TO...

" FINANCIAL CONDITION DEFINITIONS...AND FINANCIAL INDICATORS...

The  Budget is...

e a proposal...

a document presented to the public...

a document defended, debated, and chaﬁéed by ;egislators.,.
usually outdated the momenﬁ iﬁ is finally approved...

the focal point of debates by conflicting interest groups...
a means to allocate resources.;.

a means to allocate funds, and hence set priorities, among
different Government programs...

a way to set ceilings--and hence, provide discipline on the
Government in general and on its agencies, in particular...

a way to stabilize an economy...

the expréssion of political values or ideologies...

a set of assumptions, projections, and beliefs about how

things will be, rather than how things are...

ALL OF THE ABOVE.

Details about what is in a budget document...should be known, understood,
and be used by the criminal justice executive...PRIOR to its formal
publication and presentation...otherwise...you, your organization,

and your services...will be forced into a reactive, crisis position...

e The Budget Process is...The New Arena...For Criminal Justice
Executives...

® Executives must ndw know all details about the process...
basically...Who? When? What? Where? and How?...

b U e 7 L

® Absent this knowledge--and the implied skills needed to

PETRE SRS R

perform, as managers, in this arena--means that you,
your organization, and your services will be placed
between a rock (financial trends interpreted by others)
and a hard place (financial condition definitions as
interpreted by others...)

114

To-

-,

¢

115




SUMMARY CONCLUSIONS

‘e A FIRST STEP IN THE USE OF CUTBACK MANAGEMENT METHODOLOGY IS...

e To identify the characteristics of the financial
resources that may be available to be used to
support and protect an agency's mission, objectives, -
‘and programs... '

e ACCOMPLISHING THIS STEP WILI REQUIRE THAT THE MANAGER...PERFORM
NEW DISCRETE TASKS... . ‘ S ‘

‘@ To know, understand and make use of the financial

" . indicators that are at the basis of the assumptions
and judgments being made by budget and finance officials
about' the financial condition of the government...

® To distinguish carefully the definitions that may he used
in diseussions, debates, and meetings concerned with .
the issue of the financial condition of the government...

@ To know about-=-and actively participateée in--all aspects
of the budget process...

e To know when and how to insert into the budget process
the manager's own agency's data and information about
(a) agency mission and objectives performance, (b) the
relationship of this data to financial conditions, and
(c) the relationship of this data to financial indicators...

® To use~—-persistently--the budget process as one means
for tilting budget calculations and budget assumptions
to favor the manager's positions about performance...

® To be prepared to use the budget itself--when presented
for debate and approval--as a tool and a means to
present data and information about agency mission and
performance and the relationship of mission and performance
to financial condition and financial indicators...

e THIS FIRST STEP--AND ITS ASSOCIATED SUB-TASKS--CREATE THE FOUNDATION
FOR...AND A LINAGE TO...THE NEXT SECOND STEP OF THE METHODOLOGY...

® DETERMINING THE PRIMARY CORE SERVICES OF THE AGENCY...

® THIS NEXT, SECOND STEP, WILL BE DISCUSSED IN THE NEXT
SESSION 6-~DETERMINING THE CORE...ENDS PLANNING...MEANS
PLANNING. . .AND POLITICAL SPACE.
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SESSION 6

DETERMINING PRIMARY CORE SERVICES...
ENDS PLANNING...MEANS PLANNING...POLITICAL
SPACE

Summary of Session

The cutback manager must be concerned with two sets of issues: those
that are associated with the process of retrenchment and cutting back

-.and those that are connected with the outcomes of cutting back oxr

‘retrenchment itself.

These two elements--process and outcomes--are interrelated since the
manager must simultaneously plan for the organization's future and
implement a process that allows movement to occur in that future direction.
This session will suggest that it is useful to think of the cutback manage-
ment process as being divided into two concurrent planning phases--"means
planning"” by which the cutback process emerges and "ends planninhg" by
which the core program or outcome is progressively determined.

In summary, this session will address the following topics:

e The Relationship Between Process and Outcome;

e Ends Planning Understood as Establishing Core
Objectives;

@ The Core: Definitions;
® Personnel Needs for The Core Program;

® Means Planning Understood as Mobilizing the Staff;

Using the Core Image in Means Planning.
The materials used in this session are derived from research and papers

on retrenchment management produced by Professor L. Hirschorn, Wharton
School, University of Pennsylvania.
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RELATIONSHIP -BETWEEN PROCESS AND OUTCOME -

The process and outcome ofvcutback managementfmay,be-considered separately at
times, but ultimately they must be evaluated together. In criminal justice, the
ability of the manager to implement cost reductions will hinge upon not only an

- awareness of ‘the impact on the resultant organization but also sensitivity to

the actual steps of implementation: .

° involvement‘of'sﬁaff in planning the cutback:
' ;ommuniéation of the cutback objgctive:
e approach to reduction in force:

The following diagram shows the relationship of process and outcome. The key
positions are the two diagonals in which one factor is judged to be good, and
the other to be bad. :

Qutcome .
Good Bad
(A) Lacks
Good Group
Conflict
Process

Bad (B) Lacks

Indiwvidual

Pairness
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ANALYSIS OF DIAGRAM

PROCESS, GOOD....OUTCOME, BAD....

At position A, the cutback process is considered to be a good one (e.g.,
there was little bitterness), but the outcome was bad. In organizations
judged to be in this quadrant, it is likely that there was too little
surfacing and accomodation of conflicting views. Possibly, the cutback
manager pretended that everyone would edqually lose, or, perhaps profit in
some way in the cutback process. Cutback managers must help the staff to.

realize that all will undoubtedly lose in some way, and that tradeoffs need
to be made. '

OUTCOME, GOOD....PROCESS, BAD....

If the outcome is good and the process is bad, as in position B, this may
indicate that ‘the cutback manager did not pay sufficient attention to the
problems of fairness and the needs of individual staff members. Disadvan-
tages of this model are that the remaining core staff may feel quilty about
the bad process (survivors guilt) with consequent decrease in productivity,
and may also fear or mistrust the "ruthlessness®. of the cutback manager.

119

g




CASE_EXAMPLES

POLICE MANAGER...

An urban police chief decides to implement a cutback by instituting one
person patrol cars during day tours in certain neighborhoods. The rede-
ployment strategy will enable the Department to aveoid backfilling for
retirements for a full year with significant savings. While the fiscal
outcome is clear, the process questions are very complex: reduced presence
. within certain neighborhoods; concern for officer safety; adeqguate training
for the single patrol car personnel, etc.

CORRECTIONS...AND COURT...MANAGERS...

A corrections commissioner and chief administrative judge determine that
significant savings can be realized through a re-scheduling of court activi-
ties to include A.M. and P.M. delivery time for inmates. For as long as
anyone can remember all inmates were due in court at 9:30 A.M. regardless
of their actual appearance time. Judges would call them as needed. The
practice resulted in major inefficiency in terms of transporting inmates as
well as correction officer and police time. While the dollar savings were
clear from the new scheduling plan, the process questions, again, were
complex: the problem of controlling judges' schedules; the issue of chang-
ing inmate bus schedules and redeploying corrections vehicles and drivers,
etc.
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THE RELATIONSHIP REVISITED

PROCESS AND OQUTCOME:

Thus the cutback manager must attend to the problems of both process and
outcome. Means planning (process) and ends planning (outcome) exist
simultaneously and converge to define the politics of cutback management
that are specific to each cutback objective.

THE CONVERGENCE OF PROCESS AND OUTCOME:

The cutback manager must be sensitive to issues in the retrenchment process
and keep in mind an image, however tentative, of the final core objective

in order to operate in the political space where the two processes
converge.

ENDS PLANNING
" (The Core)

p

THE POLITICS OF
RETRENCHMENT
{The Political Space)

E

MEANS PLANNING
(The Process)
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ENDS PLANNING: ESTABLISHING CORE OBJECTIVES

In cutback management the organization or unit is reduced to a core program.
With rational, orderly ends planning that redefined unit may be any of the
follcwing: :

e  Most valuable comﬁonent or original organization |
) ‘Most‘répreﬁentative expression of former,mission
° Most talented expression of former mission
° Ends Planning vs. Decremental Budgetting
° >%iecemeal problem solving
[ Defer new néeds
] Short-term priority ranking
] The Core: Alternative Definitions
° Representative:
e Commitment to historical continuity
e Preserving ties to clients and friends
. Maintaining prior service levels
' Maintaining geographic coverage

® Adaptive:

Recognizing an uncertain future
Innovative

Responsive to changing environment
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FACTORS THAT IMPACT CHOICE OF CORE_PROGRAM

As indicated in Session 6, there exists complexity, uncertainty and difference of
opinion about means and ends in public organizations. The resul; of these con-
straints is a strong preference for short run, incremental and;plecemeal problem
solving methods. Incremental thinking is so deeply ingrained in contemporary
public administration that managers and workers rarely take the cut as the begin-

ning of a functional shift within the organization but perceive the cutback as-a
short-term decrement or temporary reduction.

Defining the core represents an alternative to that approacp. 'In deter@inigg the
extent to which the core should be representative of the existing organizatlon or
adaptive to new conditions, several factors should be weighed:

) Mission problem

) Economics of service delivery ‘

. Geographic spread

) Capital/Personnel

® Limits «f reduced staff

® Relationship to complementary organizations

® Politics of reduced service levels
° Loss of visibility among constituents
. How would constituents rank services?
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CASE EXAMPLES

. Corrections...Probation:

-

()

A,ldcal probation department iz faced with a 10% reduction in funding.

At the same time workload, which has traditionally been defined in
terms of probation officer caseload and reporting requirements is
increasing. If the administrator maintains a purely representative
model, staff/client ratios will increase; reporting times will
increase; and a thinner spread of resources will occur; options to
develop an '‘adaptive" approach include development of restitution com-
munity service models which would dramatically change the role and
function of the probation officer; and restructuring of the report
writing system which would require an examination of roles and func-
tions of employees in courts and corrections as well as probation.

Each of the two options involves reexamination of the mission; adapta~
tion of service delivery; analysis of interagency functions among
police, courts and corrections; and may result in a new perception of
the organization by external constituents. Yet with a re-defined core
curtacks could be implemented in a rational, orderly process.
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PERSONNEL NEEDS FOR THE CORE PROGRAM . | O

Thé cutback manager must also think of the.core in terms of personnel require-
ments -- actual persons who could be staff members after the cutbacks.

MEANS PLANNING: MOBILIZING STAFF

e B Team Of Complementary Roles

‘0, Highly skilled expert

° Influence holder

Cutbacks entail reducing the workforce.

There are two ways to achieve a !
system that is as fair as any p0551ble ' H teve a layoff

using neutra i i3 i :
individual situations. na 1 criteria or considering
. External boundary manager ‘ izcltslétzempF to appear fair, a reduction in force program can use a culturaliy
S ttogglie tgrlnc1§;e, such as seniority, to decide who is laid off, or it can

, , . attend to the staff's individual needs ( ' i :

. Service delivery person e.g., family lncome home ownership,
® eA ce y pers mobility, JOb prospects, skills, job search needs) .. ®
' Good project manager .

As stated earlier the choice of approaches will be made within the broader con-

° A Team With Complementary Traits _tEXt of the specific personnel needs of the re-defined core.

) Leaders -- followers ig;ogzi%0W1ng diagram represents the two basic choices for attaining fairness in

. Newly hired -- retained

. £,
° Young =-- old <,\ £ )
) Experienced -- inexperienced | o
] A
) Male -- female High C (Impersonal) B (Adjustment)
® Minority -- majority ‘
. Fairness throﬁgh

° The Team And The Future Pr‘ogram the use of respected U T e e

o Shared sense of mission neutral principles, |

generally seniority )

° New leadership -- old guard '
The cutback manager must also develop an understanding of the environmental Low A (Arbitrary) | D (Integrative)
changes which will occur in a reduced staff setting. 1 N

, . , Low High

° Leadershxp/Hlerarchlcal Issues
. Negotiated Division of Labor Faiyness through attention to
. Accountability and Trust individual situations and needs
.

Commitment to Personal Well-Being

@
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ANALYSIS OF DIAGRAM

Any layoff policy will lie somewhere on the graph. Quadrant A, for example,
‘represents an arbitrary process in which neither a recognized neutral prin-
ciple nor individualized care and attention is used to determine layoffs.
Quadrant B, in contrast, represents a policy in which both principles are
used. Neutral principles are used to adjust individual needs.

The seniority principle may be provisionally applied in the planning stages
of the layoff, for example, but its consequence is projected and adjustments
made to account for collective images of the best core and particular indi-
vidual needs. Quadrant C represents an area in which strictly impersonal
criteria are used and the layoff decisions tend to seem impersonal. Joint
planning which combines individual and collective futures should be placed
in Quadrant D. ‘ '

Realistically, in public organizations most programs will begin in Quadrant
C with the seniority principle. However, the cutback manager will discover
that the seniority principle is not so easy to apply. If the last hired are
the first fired, an excessive number of minority staff may be let go. Sim-
ilarly, if the seniority principle is strictly applied certain offices may
close or imbalances in the ratio of professional to support or uniformed to
civilian staff may emerge.

In most programs, the very difficulty of applying the seniority principal
will, in turn, open a political space for the cutback manager in which they
can begin to structure and influence the process so that it produces a good
outcome and a good process. ’
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USING THE CORE IMAGE IN MEANS PLANNING

~ Steps...To Be Taken...

. Setting Agendas‘

) Mobilizing Personnel Influence
° Calling In Debts

° Appeaiing To Ogtéidg Forces

) Working With Executive‘Cpmmiftees

A Strategic Scenario...

The following scenario demonstrates the use of the core program as a strate-

gic toocl. The cutback manager forms an image of the core program, while the
'retyenchment process is initially organized by a discussion of using the
seniority principle for layoffs. The principle proves to be ambiguous and
the committee discussion is blocked. The manager initiates discussion about
thg core, introducing the image, as a method for guiding the layoff process.
Tbls strategy broadens the discussion to include both means and ends plan-
ning. This collective planning, represented by task forces, may lead to
modification in the core concept, which may, in turn reshape the initial
evaluation of the layoff policy. 1In time the staff arrives at an acceptable
cutback plan with a core program redefined from the first one presented and
an accompanying layoff plan that strategically complements the core program.
The graph below outlines the strategy:

‘ . Revised Strategic
PROCESS : Discussion of Seniority Lavoff Layoff
Layoff Policy =9 Principle ? Policy Policy
FINAL

RETRENCHMENT

PLAN

Manager's Revised Redefined
OUTCOME:. Core Core Core
Image Program Program
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‘SESSION 7 - ‘ . ‘

DETERMINING A CORE PROGRAM:
A GROUP TASK '

e ~ Summary of Session

This session is a group task that seeks to build upon some of the ideas
presented in the previous session. Participants will be grouped according
.to the assignements listed on the next page. - ' :

Each group has the same task, namely, to agree on a listing of statements
that are responsive to the Four Question Matrix that is preésented in the
text of this session. The Four Question Matrix is intended to enable
group members sort out and distinguish core program activities that the

i - specific agency must provide as part of its mission.

] The process that the group should follow is a modified Nominal Group

. Technique...similar to the process used in Session 3. The modification

4 will be that group members should follow Steps 1-5 of the process; however,
g (»3 if time permits, they may also complete Steps 6-7.

The outcome of the group task must be a completed matrix which lists the
consensus statements of the group to each of the four questions listed on
the matrix.

These consensus statements should then be listed on a flip chart to be used
as part of a brief report by one member of each group. The completed charts
from each group will then be displayed throughout the plenary workshop rcom
for further review by individual participants.

;! It should be noted that the results of this task--i.e., discussion notes

maintained by individuals in each group, issues raised during the group process,

‘& as well as the completed matrix=~should be retained as part of the data needed

5 by agency teams to complete subsequent tasks of this workshop, particularly
tasks associated with Sessions 12 and 13.

At the completion of the group work, we shall reassemble for a brief reporting

back by each group after which we shall begin Session 8 Strategic Decisionmaking:

To Accept or To Resist Cuts?
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Participants will be groupea, as best as possible, accc:ﬁing to (Wj
the following '

Group 1l:.

Group 2:

Group 3:

Group 4:

Group 3@

A T TR

GROUP_ASSIGNMENTS

broad definitions-——

‘Lagislative/funding body those who are elected

or appointed policy makers and/or_;taff.of the
legislative and/or budget approving body;

Executive/administrative body: those who are

elected or appointed policy makers and/ox gena;al S
government staff of the executive and/or administrative
branch...but do not have direct departmental or

agency responsibilities: :

ﬁaﬁ-enforcemént: those who are axecutives and/or
senior staff of the police dapartment;

Court: those who represent the executives in %he
prosecutorial, defender, and court functions of the
local criminal justice system...including those who
are directly assigned, as staff, to}this function;

Corrections: those who represent axecutives (and/cr
other suppeort services) associatead with the
correcticnal function of the systam. (w\

Those participants wheose functions cut across any of'these groups, e.49.,
criminal justice system coordinators and/og system~wide planners,

may choose any ona of these five groups...if you do choose a group,

we suggest that you remain within that group for the workshop.

GROUP ROCM FACILITATOR/

LEADER

Group 1l:

Group 2:

Group 3:

Group 4:
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NOMINAL GROUP TECHNIOUE: SUMMARY

5 'Descripeion:

Meetings within organizations are not always productive. Moat
exscutives fesal that zuch of their time which is =aken wp in
maetings is not awvays well spent. Nominal Group Techaique is

. a way of organizing a meeting to enhance its productivity, o

balance and incraass participation, to use diffarent processas.
for difffsrent shases of the Sroup-meeting and different phases
. of group preblem~identificazion and g=oup problem—-solving, and
to reduce erxors in cowpiling individual judgments into greup
decisions. - :

- Stens:

Step'l: Individusl Generation of Ideas in Writing: 10-20 Minutes

The leadar of ths group prasents the Juestion or issue
to the group in writing and briefly rssds the gquastion or
igsus. Zach individual mamber of the group takes time -
(5~8 minutes mors or less)to list in writing their
Tasponses to the question or issus, in brief phrases, on
a piece of paper; this is done silently and indepandently
by sach individual. s

Step 2: Recorded Round-Robin Written Listing of Responses on Charts:
. 2040 Minutes :

Zazh nember is asked by-the leader to-read out cne of his/her
written ideas in turn. Each idea is writtan on a flip=-chart
as it is read. This pzocadure continues arcund the table
enough times for each individual member to sxiiaust his/her -
list. : :

Step 3: ‘Brief Clarification of Ideas Listad on Charts: 20-40 Minutes

. Ideas or statements that need clavification ara clarified
' and/or hriefly explained by the individual who prasented
the ideas. If necessary, some idesa can be consolidated=——
but only if it is clear that. these ideas ars sixmilar and/or .
. Tedundant. Justifying or explaining in gresat datail any
ideas should not be permitted at this time. )

Step 4: Praliminary Vote on Priorities: Silant/Independent: 10 Minutes .

The leadar asks the group to select from the entire listing

of ideas on the flip charts 5 of the most important or
priority ideas. 3x5 carxds are given to sach mamber %o he used
to liast each idea chosen. The leader than explains how aach
card is 0 ba rarked by the mmmber: Priority #l is to be
ranked as a "S", Priority #2 is to be ranked as a "4" and

s0 on until all S of the 3x5 card starsments are rank ordared
by each mambar. The leader will collect all cards, arrange them
by zanked oczdsr, and racord the votes on the £lip charts.

Step S:

Opan discussion is used to examine inconsistsncias in the
voting pattern, justify and/or evaluate diffsrent positions,
and rediscuss itsms which aze parceived as recesiveing too many
or too.faw votes.

Step 6: [inal Vote on Priorities: Silent/Independent: 1d Minutes

Using the listing of rank ordered.pricritiss detsrmined by
the group and displayed by tha leader, ths group is to
rapent Stap 4 and select 3 of the mast important or priority
ideas. 3x5 cards are given 2gain; priczity ranking is also
used but Priority #l1 is ranked as "3", Priozity #2 as "2",
and 30 on... '

Group 5:

: : g . Ster 7: Final Listing and Aqresmant on Priczitized Items: 10 Minutes

I The rssults from Step 7 are listad on a chaxrt or charts
s . I ' and provides a record of the group's agressenc for
o T presentation to the other groups. (IZ agreeabls to the
PR ' group, a minority-veeing position or bleoc can also be
< < : czeatad and prasenced by e who fsel the need to do
~ s0.)
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i' The Four Questions... © Listing of Consensus Statements in Response to Each Question. ..
%
i 1. What activities can we stop doing?
—
. R
> 2. What activities must we do?
' ‘ R 5  3. What activities can we do
' v _ more efficiently?
i
Co 5 4. What activities can we get
; others to do at lower cost
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THE FOUR QUESTION MATRIX
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GROUP/AGENCY FOCUS:
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The Four Questions...

Listing of Consensus Statements in Response to Each Question...

1. What activities can we stop doing?

e g
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w
w
2. What activities must we do?

3. What activities can we do
more efficiently?

4. What activities can we get
others to do at lower cost
or no cost?
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The Four Questions... Listing of Consensus Statements in Response’to Each Question...
51 / 1. What activities can we stop doing?
1
-
g
! 2. What activities must we do?
oy 3. What activities can we do |
' ‘ more efficiently?
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!
i 4. What activities can we get
1 others to do at lower cost
)
4 Or no cost?
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(Z: = ~ SESSION 8

STRATEGIC DECISIONMAKING: TO ACCEPT
"OR TO RESIST CUTS...

Summary of Session

Strategic decisionmaking describes the third step in our
cutback management methodology--a step which is a pivotal one -
-whereby the manager begins to construct and follow key choices ,
that will direct his/her atctions and the actions of the organization.

Fiscal stress has altered the manner in which managers of
public agencies have traditionally thought about decisionmaking.
In good times, incremental increases in annual budgets enabled
managers to possess slack rosonrces...which could be used to
‘mask or to tolerate errors or mistakes in judgment and decisions.
In hard times, slack resources vanish and tolerable .errors or
mistakes are rarely acceptable. '

In this session, we will examine, in order, the following topics:

e The meaning of strategic decisionmaking
and the new decisional tasks of cutback
managers; ‘

@ Specific types of strategic decisions
used by cutback managers;

® Four critical factors that influence
the use of any or all of these types
of decisions;

Q@ A concluding summary.
Following this session, there will be a brief break which

will then be followed by a group task in Session 9: TESTING A STRATEGY:
The Use of Stakeholder Mapping. '
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OBSERVATIONS ON THE. WORK OF CUTBACK <”&
MANAGERS: STRATEGIC DECISIONMAKING TASKS

One clear conclusion emerges from our studies of the work of cutback
managers: The cutback manager must take full charge of his/her organiza-
tion's strategic decisionmaking system defined as the process by which
significant organization-wide decisions are made and interrelated.

There are three reasons why the cutback manager is substantially involved
“in these decisions:

e The manager.alone has formal authority to commit the
organization to new and important courses of action--

® The manager alone has access to sufficient current infor-
mation about the organization and its environment that
enables him or her to ensure that significant decisions
reflect current knowledge and organizational values--

@ The manager alone can control the implementation of
strategic decisions so that they can be easily integrated
into the organization.

Strategic decisions will range along a continuum, from the purely veluntary ““}
innovative or proactive decisions, to the involuntary or reactive decisions. (

e At one end of the decisionmaking continuum, are those
types of strategic decisions that create zn Innovative
process or service;

©

At the other extreme of the continuﬁm, are those types
of strategic decisions that react to a crisis that has
emerged;

® In the middle of this continuum, are problems which
the organization experiences as a threat or a crisis
and the manager believes that the organization can
innovate in its choice of solutions.

Strategic decisions made by cutback managers in response to fiscal stress
may fall anywhere on this continuum.

)
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THE CUTBACK MANAGER AS RESOURCE
) ALLOCATOR .

Of the many decisionmaking tasks performe& by cutback managérs, the

one which is the most important and most tlme—consumlng is that of

resource allocation.

Resource allocation is understood, here, in the broadest sense and it
includes money, time, material, equipment, manpower and reputation.

Each of these can be allocated positively or negatively--that is, deci-
sions can be taken by the cutback manager to use up-or to pfotect these -
resources. " ‘ ' ‘

Resource allocation dec1510ns are the heart of the organization's strategy—
making system. For it is in the making of choices involving the use of
protection of organizational resources that strategies are determined by
the cutback manager and his/her team of advisors and managers.

THE'PHASED COMPLEXITY OF RESOURCE
~ALLOCATION DECISIONS

A strategy or strategic- decision adopted by a cutback manager in response
to the pressures of fiscal stress can be described as a phased set of
mini-multiple-decisions which, cumulatively, over time, result in an
actual choice by the cutback manager of the decision to act or react.

These multiple decisions can be described as occuring according to the
following scenario:

e The cutback manager actively discovers or passively
receives information which will regquire a decision
by his/her organization; examples: the manager
discovers that trends in workload outstrip current
resources or the funding organization announces an
across the board 10% reduction in resources;

e The cutback manager seeks for alternatives to this
information-based problem and evaluates the merits
of alternatives: What can I do is the gquestion?

® The cutback manager chooses or accepts one alternative
from among those available: What will I do is the
question?

e The cutback manager implements and oversees the chosen

alternative: How will we, as an organization, implement
our decision is the question?
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EXAMPLES OF STRATEGIC DECISIONS
MADE BY CUTBACK MBNAGERS

' Recent research on cutback management has aftempted to identify and
classify the types of strategic decisions that have been made by
cutback managers of public organizations that have been impacted by
the pressures of fiscal stress.

'y Generally, there are two types of strategic decisions that have been
identified and characterized by the cutback management 1iterature:

. , e Decisions adopted in order to accept the cuts
' imposed by external.funding,organizations;
. Decisions adopted in order to resist the cuts
or lessen the actual impact of the cuts imposed
by external funding organizations. '

. There are at least seven examples of decisions to accept cuts and
within each example there are various tactics used or adopted by
the cutback manager as means, within the organization, to accept
these imposed cuts.

-~Each of these seven examples will be discussed
in this session-—-

°

There are at least seven examples.of decisions to resist cuts
or to lessen the impact of the cuts imposed by external funding
organizations which have been adopted by cutback managers and
within each example there are various tactics used or adopted

by the cutback managers as means, within the organization, to not
accept these imposed cuts.

~~Each of these seven examples will be discussed
in this session-~
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STRATEGIC DECISIONS MADE BY CUTBACK MANAGERS
TO ACCEPT CUTS IMPOSED BY FUNDING
BODIES/ORGANIZATIONS ‘

GENERAL DEFINITION:

.These decisions are the actual choices made by
cutback managers about who or what to cut to meet
reductions in resources imposed by funding bodies.

CHARTS :

Each of the seven types of decisions adopted are
described in the charts which follow. The nufibering
of the charts is for purposes of convenience and is
not a rank-ordering of the importance or use of .the

decision.
DECISIONS...:
1. Rational Priority Planning 4. Across-the-board Cuts
2. Politically Oriented Cuts 5. Delay Making Cuts--But Cut Eventually

3. Cuts in Least Powerful Units 6. Abdicate Responsibility for Cuts
7. Do Nothing/Be Passive ‘ :
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: 1. STRATEGIC DECISION: RATIONAL PRIORITY PLANNING 3 k i
: 1

! DESCRIPTION: ‘

: This strategy is that by which various functions, programs, projects and units in
s the organization are each examined in terms of their value in contributing toward
the most important objectives of the mission of the organization.

PR

o Those judged as making the most contribution take a lower or no prqpoftion of the ) - L f
1, cut and those judged as making the least contribution take the largest proportion

i of the cut. Those judged to be in the mid-range take a negotiated proportion of
! the imposed cut. .

T

SOME ASSUMPTIONS ABOUT THIS STRATEGY: . } )

' The cutback manager has within the organization an established means of determining

: the mission and clear objectives of the organization and an established means of
determining, by a rank order, which functions, programs, projects and units contribute
to the accomplishment of the mission and objectives.

Tyt

Subordinate managers and line personnel are relatively familiar with the mission, objectives,
and the established means for determining the relative importance of various functions : R ,
L and units as they relate to the mission and objectives of the organization. . S

L 3 SOME EXAMPLES OF ESTABLISHED MEANS: ' ' ' - ]

The organization has some form of rational priority planning and analysis process which :
: is used e.g., a form of program-budgeting system, a form of a Management By Objectives (MBO) S ’ ’ lé
Y or Zero-Base-Budgeting program that is used annually or bi-annually in the organization. . o4
The organization also has some form of internally used monitoring or management information. .

system that can enable this strategy to be used effectively by the cutback manager. '

SOME RESULTS OF THIS STRATEGY:

Within the framework of this strategy, judgments can be made to: reduce or eliminate certain
types of services; off-load functions or programs to other agencies; reduce or furlough employees
that serve in "less valued" units; reorganize and/or consolidate functions; eliminate current -
programs or defer the start-up of future programs or projects. ' :
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2. STRATEGIC DECISION: POLITICALLY-ORIENTED CU TS

This strategy is that by which the most valued and highest priority activities of the
organization are given the largest cut because they have the most dramdtic profile and
the most visibility. The intent of this strategy is to make cuts to those programs
functions or units in order to produce the greatest pressure on funding organizations
in order to cease their cutbacks in the near future. (Sometimes this strategy has been
characterized as the “Washington Monument Strategy" since some federal agencies have
cut the personnel who serve the Washington Monument and thus eliminate or lessen the
opportunity for sightseeing at this important national symbol and monument!)

SOME ASSUMPTIONS ABOUT THIS STRATEGY :

As in the first strategic decision, the cutback manager has a means of deétermining what
programs or functions best contribute to the mission and objectives of the organization.

The manager has the will and power to make actual cuts in the most valued and highest
priority activities.

The manager has made a calculation about the potential positive and negative consequences
--to him/her and to his/her organization--of this relatively high-risk, high-gain, -strategy

and his/her calculations suggest that this may be a one-time, short-term, cut.

SOME RESULTS OF #HIS STRATEGY :

Within the framework of this strategy, cuts way be imposed, internally, on a single most

valued function or on several equally valued functions or units. Extensive announcements apout
the cuts, their nature, and their impact must bde made consistently to all within and outside
the organization. Personnel may be temporarily transferred from most valued to least valued
(non-cut) functions; bumping of persennel may occur in the least valued units; elimination or
delay of most valued "new" or “innovative" programs may be done.
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3. STRATEGIC DECISION: CUTS IN LEAST POWERFUL UNITS

DESCRIPTION :

This strategy is that by which funds are cut ("zeroed-out" in the next budget) from those
units or programs within the organizaticn that have the least ability or power to resist
the cuts. Though these units or programs may actually be contributing, by their importance
snd their work, to key objectives or missions of the organization, the criteria for making
‘the cut is not importance or value but ability or power to resist the cut.

SOME ASSUMPTIONS ABOUT THIS STRATEGY:

This strategy assumes that the cutback manager knows which units, programs, or even individual’
subordinate managers have gufficient real or perceived power to resist or not-to~resist the
internally imposed cut in the unit budget. -

The cutback manager is willing to overlook or ignore the valued contributions that the
unit is making or has made to the objectives and mission of the organization.

The cutback manager has calculated that this cut will be a relatively‘“éilent" cut
in the sense that no public reaction (or internal reaction) may occur to offset the

strategic decision.

SOME RESULTS OF THIS STRATEGY:

Generally, this strategy will result in RIFs, furloughs, and transfer of valued individual
employees to non~cut units., Programns will be terminated and projects will be eliminated.
However, these "silent" or “non-visible" cuts need to be described by the cutback managex

to b&th. the funding body and, if possible, to the public--otherwise questions may be raised,
in"the future, about the ease with which the cut was made or absorbed by the organization.

Examples of units or programs that have been cut based on this strategy are: planning and
analysis units; staff and administrative units; deferring purchases and/or maintenance
programs; some very specialized service provider units that deal ip direct services that
can be absorbhed by generalist service providers at a reduced level of service, e.g.; in
Police Departments, termination of crime-prevention or community relations programs and
transfer of some specialists to general services. i '
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4. STRATEGIC DECISION: ACROSS_THE BOARD CUTS ' - - 2

i DESCRIPTION : _ o : SRR / ‘

This strategy is one by which all functions, programs, projects and units in the -

organization are each given a reduction in their budgets by an equal sized proportion.

The intent of this strategy is to accept an imposed cut throughout the entire organization

’ j so that all "share the pain" of the cut. By contrast, the three previous strategies “targeted
' cuts" in such a way that, generally, the remaining parts of the organization did not suffer.

Generally, this strategy of across the board cuts has been the most common strategy used’

by cutback managers in the past two years. :

SOME ASSUMBTIONS ABOUT THIS STRATEGY:

In this strategy, cutback managers assume that an across the board cut (as opposed to ‘ ﬁ
targeted cuts) will improve morale, lessen uncertainty among employees about job protecrlon,
and develop an esprit de corps within the total organization.

However, across the board cuts may penalize efficient and well-managed units within the’
organization and reward inefficient and poorly-managed units. The reason-—an efficient and’
well-managed unit may already be using its existing resources in the most productive manner
, and a cut in these resources will, in effect, decrease productivity and decrease morale of
R \ i employees who can argue that they are being penalized for being productive. By contrast,

‘ an inefficient and poorly-managed unit may have underutilized its resources and can more
easily absorb a cut and, indeed, can borrow ideas from more efficient units -as models of how
to improve and, thereby, can be considered as being rewarded for inefficiency. -
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This strategy may be politically wise--all share the pain--but, managerially;, the strategy may
be counterproductive to the organization and cast doubts about the skill or wisdom of its managers.

-
A

SOME RESULTS OF THIS STRATEGY :

; _ » | ' This strategy will result in RIFs usually based on seniority or usually following the LIFO rule--
I VTR ; ' : last-in-first-out. Complex civil-service rules (or collective-bargaining agreement rules) may ;
',:,‘,' G R . govern how RIFs are to occur and in what order. ZAcross the board cuts also have the net effect 0
o VL o “ . of reducing some services but not others, e/g., cuts in direct-line service providers may have ’
T L : B . the effect of significant reduction in delivery of services while cuts in staff services may affect
R ' only the efficiencies of the internal organization and not have a dlrect effect on direct dellvery
R of serv1ces.‘ N
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5. STRATEGIC DECISION: DELAY MAKING CUTS

DESCRIPTION:

This strategy is one by which the manager postpones or avoids or delays the decision

to decide what to cut within the organization. In its'positive form, this strateqy is,’
in its effects, a calculated decision to enter deficit financing. Other reasons--both
political and managerial--may also be present as a basis for the adoption of this
strategy. For example, a more powerful manager of an agency may use this strategy

in order to ascertain the relative power or influence of the funding organization, the
power and/or vulnerability of other departments or departmental managers, or he/she

may use this strategy to gain time in order to conduct, within his/her own organization,
an analysis of the financial condition of the jurisdiction and the financial condition
of his/her own department or agency as a means of arguing, later, against the imposed

cuk.

SOME ASSUMPTIONS ABOUT THIS STRATEGY:

In the exercise of this strategy, the manager assumes or is able to demonstrate to himself/
herself several political-managerial calculations about the reputation, power, and influence
of both the manager and the organization as well as issues associated with the environment
in which the organization operates.. Is the environment (client suppbrt,,citizen beliefs,
political support) hostile or supportive, stable or changing quickly, predictable or
unpredictable? ' ’

Purposeful delay or postponement of cuts that are imposed may be perceived by bthers as
"stonewalling" or "“arrogance" or "not being a team player". It is provocative but
if carried out carefully and skillfully it can gain time for the manager and organizaticn.

If the strategy does not work as planned, the effects may be worse than other strétegies, e.g.,
the manager may lose the battle and be forced to take an immediate, deep-gouged, cut for which
he/she and his/her organization was not fully prepared.

However, it should be noted that this strategy has been used and has been relatively surcessful
in the sense that individual managers have forced a public, open, debate about the imposed cut.

SOME RESULTS OF THIS STRATEGY:

Where the strategy has been successful, hoth time and funds have been gained. Usually, however,
it is a short-term strategy {(e.g., used for the next budget year) that is coupled with other
strategies. ~Where it has not been successful, the effects have been immediate--missed paydays,
furloughs, RIPs, and deep-gouge cuts. L. -
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6. STRATEGIC DECTSION: ABDICATE RESPONSIBILITY FOR curs

DESCRIPTION:

T S sy

This strategy is one by which the cutback manager chooses not to decide what and how
to cut but rather turns to others to decide on the cuts. Usually this is dene, sometimes
voluntarily, by the manager by deferring to the funding body itself the decision about what
and how to cut; sometimes this strategy is an involuntary one in which the funding body
pbreempts the decision by the manager in a manner which does not allow the manager to carry
out this task. ‘

"

- R ‘ SOME ASSUMPTIONS ABOUT THIS STRATEGY :

S If the manager voluntarily abdicates responsibility for decisions about cuts and turns
- o this decision-making over to others, particularly funding bodies and/or legislative bodies,
' may be multiple and relatively unpredictable: .

o 4 . ® the funding body may make the cuts and requires the manager to
. - ‘ implement them as stipulated; : : o

- N ( i : ® the funding body may refuse and force the issue with the manager or
' force a public debate about this specific issue of who cuts;

IAAS

% , ‘ 55 e the cuts may be madie by the funding body but in areas that will
' ‘ gf undercut the authority and capability of the manager; .
. , “ ;? ® the cuts will be deferred for a time until a negotiated settlement.
L : L : '~ 1is reached between the manager and the funding body.

' ' ”’_ ARt SOME RESULTS OF THIS STRATEGY:
If cuts are made by the funding body and if stipulations about implementation are specifically
dgiven to the manager, the type of cuts will probably be across the board cuts and/or cuts in’

salary increases or the cuts may be targeted and deep gouge cuts--depending on the relationships

;i that may exist between the manager and the funding body. fThis strategy, however, may intentionally

be used by the manager in order- to force a clash of wills between the legislative and executive so

: A that a public debate and a public record can be created for use in the‘futupe~by either the legislative
e T D , or executive. ‘
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7. STRATEGIC DECISION: A PASSIVE APPROACH TO CUTS

DESCRIPTION:

This strategy is onz in which the manager has no choice and no say at all in-themmaking
of 'strategic decisions about what and how to cut in his/her agency. The means by which
funds are cut, the amount of the cut, and how the cut is to be implemented are all-décided by
the funding agency. The manager is then left with only thg_gpex@tignal,groblém of impiementing
the decisions. Usually, this type of strategic-no-choice-decision occurs when the funding
organization is outside the jurisdiction of the focal agency, e.g., a state mandate or decision
to close down or terminate (for budgetary reasons) certain types of services or activities that
are carried out by the fccal agency. However, sometimes this decision type also occurs within
the jurisdiction and government of the local agency and is usually associated with a particular
form of local government,. e.g., some commission forms of local government in which both financial
and executive responsibilities rest with the same body or organization. :

SOME ASSUMPTIONS ABOUT THIS STRATEGY:

One can assume that if this type of strategic decision is made, it is usually made within -
the framework of prior consultations with the manager--and therefore, these consultations permit
the manager to use anyone of the previous strategies; or, the manager truly has no choices because
the decisions are made unilaterally and by a higher level of govermment, e.g., cuts in grant programs,

SOME RESULTS OF THIS STRATEGY:

Even in the situation in which the manager is a passive recipient of the decisions of others,
the general fact is that these decisions will also have to explore the various options and issues
associated with all of the pr<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>