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Background

OPEGA’s biennial work plan for 2007-2008, as approved by the Government Oversight Committee (GOC), primarily includes reviews and studies with the potential for identifying opportunities to improve the State’s financial situation.  State Administration – Staffing, with a general focus on upper level administration, was included in this work plan in response to the Brookings report and subsequent legislative interest expressed during the first session of the 123rd Legislature.   

OPEGA has now completed limited preliminary research for its review of State Administration – Staffing.  This research centered around the following broad topics:

1. opportunities to reduce costs of upper level administrative functions in State government by eliminating positions where the functions performed by those positions:

· were redundant to those performed by others; or

· could be more efficiently and economically performed via other staffing arrangements.


2. opportunities to reduce costs associated with contracting for personal services that are currently supporting or enhancing upper level administrative functions; and

3. opportunities to reduce costs associated with upper level administrative functions by restructuring/reorganizing facets of State government.

The goal of this preliminary research was to assess whether there were any specific potential areas for savings that warranted further OPEGA examination.

Upper level administration was also an area to be reviewed by the Legislature’s Joint Standing Committee on Appropriations and Financial Affairs (AFA) as part of the Initiative to Streamline Government.  OPEGA’s State Administration – Staffing project is a separate work effort from that of AFA but, as directed by the GOC, OPEGA has attempted to support AFA’s Initiative and avoid duplication of effort by sharing some of its preliminary research results with AFA prior to the entire review being completed – a departure from OPEGA’s normal review process.  

As a result, OPEGA shared with AFA detailed results of its preliminary analyses with regard to the first broad topic area on upper level administrative positions.  AFA and OPEGA subsequently agreed there would be greater value in AFA and the Legislature receiving the final results of OPEGA’s work rather than just preliminary analyses.  AFA has requested that some of those final results be available in time to consider them during the Supplemental Budget process and OPEGA has worked with AFA to better understand what type of information would be most helpful.  

Summary of Preliminary Research and Analysis

Topic Area #1 – Upper Level Administrative Positions

For the purposes of performing preliminary data analysis on upper level administrative positions, OPEGA defined these positions broadly as administrative units H (Title V Confidential), M (Special Assistant to the Governor), O (Salary Set by Statute), Y (Financial Order Required), Z (Ineligible for Bargaining Unit) and X (Confidential) above salary grade 27 with exclusion of those job classifications we could clearly identify as non-upper level administrative positions (e.g. assistant attorney general, government intern).   We acknowledge that there are some limitations in the analyses as a result of a lack of desired data and restrictions on time.  For example, this analysis did not look at specific positions to distinguish between those performing upper level administrative or executive functions and those of a more professional/technical nature.  The specifics of those analyses and their limitations are discussed in the (date) memo from OPEGA to the AFA Committee.
Nonetheless, our initial analysis shows the number and percentage of those positions we defined as upper level administration have grown at a greater rate over the last 10 years than State government positions overall.  Our analysis also suggests that a key factor in the apparent growth is an increase in the number of positions classified as Administrative Unit X (Confidential) and Y (Financial Order Required).  Growth in these positions may have some unique financial implications related to the retirement contributions.  Employee contributions to the retirement system are typically 6.15% of salary.  However, employees in positions in Administrative Units X, Y and H pay 1.5% of salary as contribution to the retirement system with the State contributing the remainder.
 

We also believe there is at least some risk that unplanned or unnecessary growth may occur in upper level administration positions over time.  The multiple avenues through which positions may be created or re-classified into these Administrative Units may not make the extent and impact of the growth readily transparent to the Legislature or key planners in the Executive Branch.

Topic Area #2 – Contracted Personal Services Supporting Upper Level Administration

OPEGA originally intended to focus on those contracted personal services that were supporting upper level managers in fulfilling their responsibilities.  Available data, however, did not allow us to differentiate which contracts were actually supporting upper level administration.  Consequently, OPEGA’s preliminary research work instead focused on contracts for Professional Services Not Provided by State (Object Code Series  4000-4099).
During our preliminary work, we gained an understanding of processes for contracting professional services.  We also queried the State’s financial and accounting system and identified 3,825 new or amended contracts for Professional Services Not Provided by State in Fiscal Year 2007.  OPEGA performed a very limited review of a statistically valid sample of 298 of these contracts which represent more than $90 million in State obligations of the life of the contracts to date.  As a result of that review, we noted that:

1. Over 40% of the contracts reviewed were sole sourced and, therefore, not competitively bid.  Purchasing policy requires competitive bidding for purchases of professional services exceeding $2,500
 unless there is sufficient justification for a sole source purchase, or the services are being provided under a statutorily allowed Cooperative Agreement.  Over half of the contracts we identified as sole sourced exceeded the $2,500 threshold.  Another seven of them were Cooperative Agreements.  While there are valid reasons for sole sourcing, it does carry risk that State is not getting the best combination of price and quality.  Consequently, were we to review the contracts in more detail we would expect to find adequate justification for the sole source and/or other mechanisms in place to minimize this risk.

2. 22.5% of the contracts were renewals or extensions of contracts/agreements established in prior years.  Again, there may be valid reasons for continuing existing contracts rather establishing new ones or seeking new vendors.  However, it may also be an indicator of possible scope creep in particular contracts or be a result of a desire to avoid the effort and cost of a competitive bid process.

3. 12% of the contracts reviewed were for temporary services.  Of this group, the majority appear to be situations where the State is actually purchasing “payroll services” for contracted personnel selected by the State as opposed to purchasing “staffing services” via contract with a temporary staffing agency that determines which personnel will be sent to fill the State’s temporary staffing need.  Further work is needed to understand whether there are any financial implications related to these arrangements that might represent cost savings opportunities.    
Topic Area #3 – Restructuring/reorganizing facets of State government

Preliminary research in this topic area has included:

· research related to management layers and spans of control in government and other organizations; and

· review of existing organizational charts in an attempt to determine the layers and spans of control in Maine State government; and

· review of existing organizational charts and websites for some State organizational units in an attempt to define the functions being performed and assess potential duplication, overlap or synergies.  

The preliminary work we completed identified the lack of a meaningful foundation on which to begin a comprehensive, objective review.  Standardized, consistent organizational charts that adequately delineate organizational structure based on reporting relationships or functions do not exist.  Nor are there useful, readily available resources for understanding the mission, goals, objectives, programs, and functions of the various State organizational units or the population groups served by them. 
Given this situation, OPEGA determined that the resources required to perform sufficient research to identify cost savings opportunities, even on a preliminary basis, was prohibitive.  Further preliminary research work was halted. 

OPEGA notes that the Administration and the Legislature currently have efforts underway to reorganize and restructure some portions of State government, i.e. the natural resource agencies, with the goal of achieving efficiencies, cost savings and improved services.   
OPEGA’s Recommendations
OPEGA recommends continuing work on this review by splitting it into three separate phases that would be reported on individually.  These phases and the remaining work OPEGA suggests are as follows:  
1. Perform more detailed work related to Topic Area #1 as a cost savings study seeking to answer the question:

Do opportunities exist to reduce costs associated with those positions that OPEGA included in its preliminary analysis of upper level administration?  (Note: This does not include OPEGA developing and recommending a specific list of positions to be considered for elimination.)

The focus of the detailed work on this study would be in assessing opportunities that might exist in relation to:

· the number, types and functions of positions;

· processes and procedures that result in adding positions to Admin Units H, M, O, X, Y and Z; and

· compensation structure - salaries, stipends, and retirement contributions.

OPEGA would use its own resources to perform this study.  A large portion of the data on specific positions needed to complete the work would be gathered from agencies via a survey.  We would be striving to complete this study within the next 4-5 weeks in order for it to be useful to the AFA Committee during its deliberations on the Supplemental Budget.  The expected results of OPEGA’s study DO NOT include a list of specific positions suggested for elimination.  However, position data gathered from agencies via the survey may be shared with AFA for its own assessment.

2. Perform more detailed work related to Topic Area #2 as a cost savings study seeking to answer the question:

Do opportunities exist to reduce costs associated with contracted expenditures for Professional Services Not Performed by State?

The focus of the detailed work on this study would be in assessing opportunities that may exist related to:

· sole sourced contracts;

· contract renewals and extensions; and

· contracts for temporary and payroll services.

OPEGA would also use its own resources to perform this study with a target to complete it before the end of the current Legislative session in April 2008. 
3. Wrap up work on Topic Area #3 by completing research on management layers and spans of control and submitting a summary of this research, as well as recommendations for the development of organizational charts, in a report to Legislature by the end of February 2008.
OPEGA had originally budgeted 2000 hours for this review and has approximately 800 hours of that budget remaining.  We currently expect to be able to complete all three phases of this review within the remaining hours.
� Similar arrangements for the State to cover employees’ contributions to the retirement system exist for employees in certain bargaining units that were not included within the scope of our analysis.


� The dollar threshold for competitive bidding increased to $5,000 in 2008.
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