MEMORANDUM

Legislative Division of Post Audit
800 SW Jackson, Suite 1200
Topeka, KS 66612-2212

voice: 785.296.3792

fax: 785.296.4482

web: www.kslpa.org

TO: Members, House Appropriations Committee
FROM: Scott Frank, Legislative Post Auditor
DATE: March 13, 2015

SUBJECT:  Preliminary Estimate of the Cost of a State Government Efficiency Study

The purpose of this memo is to provide the House Appropriations Committee with a preliminary
estimate of the cost of procuring an efficiency study of Kansas state government. Based on the
cost of a recently completed efficiency analysis by Deloitte for the State of North Carolina, it
appears that such an analysis could cost approximately $3 million. This amount would likely
vary, depending on the scope of the project.

Summary of the Committee’s Request

In its report to the full House Appropriations Committee, the Legislative Budget Committee
included the following recommendation:

Add language that the Legislature procure professional consulting services to
assist in a review and evaluation of state government, examining agency core
Sfunctions, procedures, and efficiencies. This effort would provide the Legislature
with direction on finding efficiencies through the potential consolidation of
agencies and functions resulting in overall reductions in expenditures. This
review will cover all departments, agencies, divisions, and services. The Budget
Commilttee recommends to the Legislative Coordinating Council that this topic be
assigned to the Legislative Budget Committee as an interim study topic. The scope
of the efficiency study will be prepared with recommendations made by the
interim committee. A report will be given to the 2016 Legislature.

The Legislative Budget Committee further directed staff from Legislative Research and the
Legislative Division of Post Audit to do a cost analysis on hiring professional consulting services
and report back to the full House Appropriations Committee prior to finalizing the mega-
appropriations bill. This memo summarizes our preliminary findings.

Summary of the North Carolina NC GEAR Project

The best comparison we could identify was a recent efficiency analysis conducted by Deloitte for
the State of North Carolina. This was part of a statutorily required efficiency project titled the



North Carolina Government Efficiency and Reform Initiative (NC GEAR). Here is a summary
of the project from its April 2014 interim report:

NC GEAR will evaluate the effectiveness of government programs and
procedures; measure programs against their missions; and review the impact of
federal funds on our state budget. The NC GEAR team will work with staff in the
Office of State Budget and Management (OSBM) and throughout state
government to find opportunities for efficiency and reform. We used a competitive
bidding process to hire a team of consultants from Deloitte Consulting LLP. The
consultants will provide additional expertise and insights based on their previous
work with governments in Canada, Minnesota, Mecklenburg County, and other
public and private sector clients.

The final NC GEAR report was released on March 5, 2015. It included 22 specific
recommendations, totaling an estimated $615.4 million in net savings. (Note that this is the net

present value of the savings over a five-year period, not annual savings.) A list of the
recommendations is included as Attachment A.

Deloitte’s fee for the North Carolina project was $3 million. It has conducted similar analyses
for Minnesota and Kentucky, and also for the national government of Canada. Deloitte’s
promotional handout for these kinds of efficiency projects is included as Attachment B.



ATTACHMENT A

Summary of Recommendations From North Carolina’s NC GEAR Initiative

March 2015

Net Present
Recommendation Value (a)
(in millions)

Leverage buying power for school districts $ 170.5
Increase efficiency of human resource management 135.6
Continue to improve unemployment insurance integrity 99.5
Budget funds clearly and transparently 63.1
Manage cultural and natural attractions together 41.2
Enhance debt collection efforts 38.0
Maximize efficiency of state property 33.1
Evaluate economic development incentives 20.6
Charge appropriately for motor fleet 18.4
Ensure strategic value of boards and commissions 2.8
Make state government easier for citizens and businesses to navigate 0.0 (b)
Require all agencies to pay rent and utilities 0.0
Reduce barriers to work from occupational licensing 0.0
Prioritize child support payments to the most vulnerable 0.0
Assess value of certain assets 0.0
Elevate coordination of military and veterans' programs 0.0
Privatize state motor pool -0.1
Budget funds strategically -0.2
Ensure grants are strategic -0.4
Register deaths faster and more accurately -0.7
Enforce standards for breeders -1.4
Implement and monitor reforms -4.6
Total Savings (All Recommendations) $ 615.4

(a) Net present value refers to the savings over a five-year period. These are not annual savings.

(b) Recommendations with no savings (or even negative savings) appear to have been included as

ways to make government services more effective.




What is GEIS?

Government Efficiency and Innovation Services (GEIS) — Overview

Achieving Significant Sustainable Financial and Quality Improvement

Deloitte.

Enterprise-Wide Focus Areas + Agency Specific Deep-Dives
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GEIS aims to fundamentally transform the way the State currently does
business
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Deloitte.

Government Efficiency and Innovation Services (GEIS) — Approach

The 8 step opportunity assessment approach helps collect and identify ideas and test opportunities resulting in business cases for opportunities that align with State goals.

0 Collect ideas o Identify ideas for testing

Collect ideas from the
following sources:
Citizens, Project
sponsors, Legislative and
other briefing documents,
Agencies, Deloitte, and
external sources.

Ideas are selected for
further investigation
and analysis based on
an initial assessment.

|deas reviewed

o Prioritize opportunities

Prioritize opportunities
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oDevelop business cases

Develop business cases
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opportunities to provide
detail for approval by
stakeholders as
required.

:
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53 : Test ideas Timeline
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o Develop Final Report o Implement initiatives
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research will proceed to form
an initial list of opportunities.

incorporated together,
along with a phasing
plan for implementation.

implementation planning or
execution are monitored against
performance targets.

Deloitte brings a different approach that drives different results, executable business cases that drive sustainable change reducing costs and improving access/quality, not just
great ideas that sit on a shelf.

Tailored Evaluation Criteria Prioritization Rankings Matrix

Tools and Frameworks

Opportunities selected for prioritization are mapped on a Deloitte brings a portfolio of tools and frameworks that allow it
Prioritization Matrix based on value and implementation | i to quickly identify problems and improvement opportunities, in :
complexity dimensions ! ! addition to all the necessary templates for GEIS i
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I Implementation Costs
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