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Foreword 

The Lyndon B. Johnson School of Public Affairs has established interdisciplinary 
research on policy problems as the core of its educational program.  A major part of this 
program is the nine-month policy research project, in the course of which two or more 
faculty members from different disciplines direct the research of ten to thirty graduate 
students of diverse backgrounds on a policy issue of concern to a government or 
nonprofit agency.  This “client orientation” brings the students face to face with 
administrators, legislators, and other officials active in the policy process and 
demonstrates that research in a policy environment demands special talents.  It also 
illuminates the occasional difficulties of relating research findings to the world of 
political realities. 

This report is the product of a policy research project conducted in the 2007-2008 
academic year with funding from Deloitte Research, a unit of Deloitte Consulting LLP.  
The purpose of the study was to examine the challenges government agencies face when 
executing major transformations in how they carry out their mission.  The project 
prepared five case studies in executing such transformations.  Lessons learned and 
recommendations for improving implementation are presented for each case study. 

The curriculum of the LBJ School is intended not only to develop effective public 
servants but also to produce research that will enlighten and inform those already 
engaged in the policy process. The project that resulted in this report has helped to 
accomplish the first task; it is our hope that the report itself will contribute to the second. 

Finally, it should be noted that neither the LBJ School nor The University of Texas at 
Austin necessarily endorses the views or findings of this report. 

James Steinberg 
Dean 
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Chapter 1.   Introduction 

In the 1980s, a small multicolored 3x3x3 cube arrived on America’s shores.  Granted, 
this phenomenon did not match the scale of another European import, The Beatles; 
nevertheless, the game created a craze that attracted all types of people with a desire to 
solve the cube.  Individuals would spend countless hours twisting and turning the sides in 
order to realign the colors of the cube properly.  Those not up for the challenge were 
tempted to cheat—peeling off the colored stickers and placing them back accordingly.  
Most gamers, however, would utilize various other strategies in order to eventually 
proclaim victory over the cube. 

Government is like a Rubik’s cube.  It is constantly transforming—motivated by various 
ideas that twist and turn the sides of the cube, mixing up its colors.  The challenge is to 
implement the best idea that will transform government in such a way that all sides align 
to resolve a policy issue.  To accomplish this goal, government leaders can enlist input 
from trusted cohorts or individuals whose theory of solving the problem is based on the 
latest revolutionary thoughts from a proclaimed guru.  Similarly, government leaders may 
deem it more productive to retire the activity and outsource it to a private entity that has 
expertise in completing the puzzle. 

Regardless of how the problem is addressed, each twist and turn of the cube represents 
the implementation of a strategy.  Proper execution of these twists and turns leads to the 
correct alignment, resulting in successful transformation.  However, the tendency in 
transforming the cube is to place disproportionate emphasis on one of its sides, often 
overlooking the impact to the whole.  This tendency complicates government 
transformation, requiring periodic evaluation of the implementation process to ensure 
success. 

Studies of implementation are common in private-sector management literature.  Whether 
it is operations management, supply chain management, finance transformation, or 
human resources management, implementation is religiously discussed.  Conversely, in 
the public sector, implementation does not garner the same attention.  This does not mean 
that the public sector deems implementation unimportant, but rather that the focus is 
more on topics such as the hierarchal structure of government, legislation, and political 
leadership.  Obviously, the aforementioned topics are important in the public sector; 
however, there is a need to increase the focus on implementation in order to improve 
government’s decision-making and encourage policy design with execution in mind. 

What is Implementation? 

Implementation is the execution of or carrying out government policies and involves 
public- and private-sector actors and the general public.  Successful implementation is 
realized when the goals of the policy are accomplished and/or the policy is 
institutionalized.  Conversely, implementation fails when the actors involved are 
capricious and ineffective and the goals of the policy are not well defined. 
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Implementation and the Policy Design Process 

Policy design is an intricate process.  Similarly, implementation is multifaceted, 
involving multiple actors and factors such as funding, staffing, technology, project 
planning, stakeholder management, and contract management.  Both processes are 
interconnected:  the policy design phase must transition to the implementation phase in 
order to complete a life cycle.  Deloitte Research’s Idea to Results Policy Life Cycle 
depicts many potential inputs and outputs variables in the policy design and 
implementation processes and the transition from one phase to another (see Figure 1.1). 

 

Figure 1.1 

 

Source:  William Eggers (forthcoming publication, Deloitte Research, Austin, Tex., 2008). 

 

As stated previously, the model of the public policy life cycle is intricate; therefore, for 
the purposes of this study, we used Deloitte Research’s condensed version of the model 
of the policy design and implementation process as the basic framework in our 
investigation of implementation (see Figure 1.2). 
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Figure 1.2 

Condensed Policy Design and Implementation Model 

     The Political Realm      The Bureaucratic Realm 

Idea � Design � Commitment Point � Implementation � Results 

            (  Reevaluation � ) 

Source:  William Eggers, E-mail to Project Management Team, April 4, 2008. 

 

Deloitte’s life cycle defines each phase as follows: 

“Idea/Strategy:  As with all purposeful human endeavors, a policy initiative begins with 
an idea, or a set of ideas.  Which ideas are worth pursuing?  What is the problem we are 
trying to solve?  What are the hoped for results?  Here, government has much to learn 
from private industry.  Successful corporations have developed strategies to test and 
eliminate bad ideas, refine flawed ideas, and successfully execute good ideas.”1 

“Design:  The design phase is where ideas are hammered into a policy design through a 
political process.  Countless implementation failures can be traced back to this phase.  
Faulty policy design was the culprit, for example, in California’s electricity de-regulation 
fiasco in the 1990s, which left millions of Californians in the dark, both literally and 
figuratively, with rolling black-outs across the state.”2 

“Commitment Point:  Unlike the other phases, the Commitment Point represents an 
event, a moment in time.  It is the moment at which government commits to an action; 
the moment that separates policy design from policy execution; the moment at which 
responsibility for a public initiative shifts from the political arena to the bureaucratic 
arena.  It can occur when a bill is signed into law, an executive order is issued, or a court 
decision is handed down.  This is the democratic point of no return.  President Bush 
receiving congressional authorization to invade Iraq represented a Commitment Point.  
Skillful politicians tend to excel at getting a design past the Commitment Point.  The 
problem is they often largely ignore the phases that follow.  In manufacturing, this is akin 
to when a design drawing “gets thrown over the wall” to production.”3 

“Implementation:  Next comes the implementation phase, where ideas are translated 
into reality.  A new policy (or law) is interpreted and executed, sometimes by one agency, 
sometimes by many, sometimes by a network of public and private providers.  There is 
little glamour here, but this is where the rubber meets the road.  If no one pays attention 
to implementation, good ideas will go awry.”4  



4 

“Results:  Every implementation will produce results of some kind. Achieving the 
desired result is the ultimate objective of any policy initiative.”5 

“Evaluation/Reevaluation:  Policymakers must regularly take a fresh look at any 
initiative and redesign or end it when it no longer produces the desired results.  This is 
easy to say, hard to do.”6 

Our case studies provide examples that elaborate in greater detail the various phases of 
the policy life cycle with a particular emphasis on the implantation side of the model. 

Research Methods 

Given the complex and interconnected nature of the policymaking and implementation 
processes, we considered the case study approach the most dynamic means to recreate the 
story of, to analyze, and to draw conclusions from past and present state and federal 
government implementation practices. 

To begin the project, we conducted a literature review to gain an overview of 
implementation challenges in the private and public sectors (see Appendix A).  
Information gleaned from the general literature served as a foundation for case specific 
investigations. 

Members of the project were divided into five case study teams:  Human Resources 
Outsourcing, Public-Private Partnerships, Sunset Commission, Performance Reviews, 
and Government Reevaluation.  Each case team conducted a literature review and a series 
of field interviews of former and present public and private sector professionals that 
could offer insights and opinions on events that transpired during the aforementioned 
public policy initiatives.  Teams also reviewed source documents such as those 
authorizing legislation, executive orders, project management memoranda, and work 
products created during the implementation efforts.  These resources enabled each case 
team to develop objective case studies. 

Structure 

This policy research project is comprised of case studies deemed relevant to practitioners 
and decision makers.  Moreover, the case studies demonstrate the intricate nature of 
implementation and its importance in executing public policy initiatives.  Our first case 
study examines the outsourcing of internal government agency human resources 
management functions in Texas and Florida.  More specifically, this case discusses 
implementation issues that arise from outsourcing various public sector functions to the 
private sector in an attempt to cut costs and improve performance. 

The second case delves into the use of public-private partnerships to build toll roads in 
Texas.  This case scrutinizes the implementation of one of the most significant state-level 
transportation policy initiatives undertaken in the past decade.   
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Our third case study looks at the implementation of the Sunset Commission in Texas.  
The purpose of the Sunset Commission is to conduct systematic, periodic reexamination 
of government programs.  Over the past three decades, states have implemented and 
discontinued Sunset programs; however, Texas’ Sunset program has existed since the 
mid-1970s and has become a significant feature of Texas state government.  Thus, our 
examination of the implementation of Sunset in Texas sought to understand the factors 
that contributed to its longevity. 

The fourth case study analyzes the implementation of major state government-wide 
performance reviews in Texas and California.  Performance reviews usually occur when 
a state encounters a substantial fiscal crisis requiring state government to conduct a 
comprehensive examination of the efficacy of its various functions.  This case study 
examines two different types of performance reviews:  the audit-based review and the 
review that entails a complete reorganization of state government.  

Our final case study investigates the implementation of government-wide reform 
initiatives undertaken at the federal and state level.  This investigation looks at the federal 
reform initiatives of the Hoover Commission, the Reagan-era Grace Commission, and the 
Clinton-era National Performance Review, as well as several reform initiatives of state 
government.  Ultimately, the ambitious task of this case study was to uncover the factors 
that influence the success or failure of such initiatives. 

Lastly, we conclude this policy research project with a discussion on the challenges 
encountered in researching the implementation of public policy initiatives.  In addition, 
we offer questions for further research on government implementation. 

Conclusion 

Implementation is a critical component of the policy life cycle.  More studies are needed 
to specifically focus on implementation in the public sector, and the successes and 
failures of those implemented initiatives.  We hope that this policy research project serves 
as an impetus for future work in this area.  As embodied in the Rubik’s cube metaphor, 
government does not have the luxury of cheating the puzzle.  Thus, government is that 
perpetual gamer, trying to implement the right idea(s) that will successfully transform it, 
allowing it to be more efficient in solving a policy puzzle. 
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Notes 
 

1 William Eggers, E-mail to Project Management Team April 4, 2008. 

2 Ibid. 

3 Ibid. 

4 Ibid. 

5 Ibid. 

6 Ibid. 
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Chapter 2.  Case Study: Human Resource Outsourcing in 

Texas and Florida 

by Tom Czerwinski, Lori Gabbert Charney, and Sherry Penson 

Executive Summary 

Human resource outsourcing is the process of hiring a private vendor to take over some 
or all of an organization’s human resources management.  Human resources functions 
include recruitment, employee payroll, and benefits.  Potential benefits of human 
resource outsourcing include higher quality service delivery by a specialized vendor who 
focuses only on human resource functions, cost savings through reduction of employees, 
and reduced technology costs.  One long-term benefit of human resource outsourcing is 
the potential for human resources professionals to focus less on transactional processes 
(such as payroll and benefits administration) and more on value-added, strategic 
decisions (such as organizational development and talent mapping). 

This case study describes Florida’s People First and Texas’s AccessHR human resource 
outsourcing initiatives, with a focus on implementation successes and failures.  The 
Florida People First project is a statewide human resource outsourcing initiative designed 
to contract out staffing administration, human resource administration, payroll, and 
benefits.  People First’s implementation includes all 33 state agencies, over 400,000 
current and past state employees, and involves a nine-year contract with Convergys 
Corporation worth $350 million.  In contrast, the Texas AccessHR project includes only 
the Texas Health and Human Services Commission, and involves payroll, benefits 
processing, time and leave processing, and compensation and classification 
administration.  AccessHR’s implementation affects over 46,000 current employees and 
includes a contract with Convergys worth $85 million.  Both project implementations are 
complete, and both projects have saved state funds ($92 million in Florida and $22 
million in Texas). 

Both states had difficulties with implementation.  One way to strengthen the odds of 
success for future project implementations is to study past project experiences.  The ten 
lessons we learned in our investigation below are a combination of project 
implementation issues experienced by both Florida and Texas; they also coincide with 
overall good project management skills: 

• Lesson One:  Know exactly what you want to outsource. 

• Lesson Two:  Determine what it truly costs to outsource and if your entity can 
afford it. 

• Lesson Three:  Obtain user buy-in. 

• Lesson Four:  Establish standardized business practices. 

• Lesson Five:  Designate a project management team and a process ownership 
sponsor. 
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• Lesson Six:  Rushing the implementation process may prove problematic.  

• Lesson Seven:  Do not “over-outsource.” 

• Lesson Eight:  Know your technology capacity. 

• Lesson Nine:  Spend the time to make the contract as complete as possible. 

• Lesson Ten:  Implementation does not end when the system goes live. 
 
This case study concludes that the public sector is a unique operating environment that 
makes it challenging to implement private sector best practices within governments.  
First, the public sector’s actions are more visible to the public.  For example, all 
governmental documents, such as audits and contracts, are open to the public.  
Specifically, the Texas AccessHR contract is not available on the Texas Health and 
Human Services website, but the researchers were able to obtain this contract through an 
open records request.  Additionally, state citizens can hold government employees 
accountable for their actions and decisions.  For example, Texas held a variety of open 
forums to get feedback from citizens throughout the outsourcing process.  In addition, 
citizens can always contact their elected representatives should they have concerns.  
Second, private and public sector functions may on their face seem similar, but their 
business processes can be different.  Finally, the size and scale of outsourcing projects in 
the public sector often dwarf other private sector vendor contracts. 

Governments often feature rigid, bureaucratic business processes that are more difficult 
to change than the private sector.  One of the important benefits of human resource 
outsourcing is the ability to utilize a vendor’s standardized processes to streamline 
workload and save money.  Without the ability to standardize business practices, an 
organization loses potential cost savings. 

Vendors who work primarily in the private sector may have problems communicating 
with public sector entities.  For example, when Florida was choosing a vendor, none of 
the bidders had done major public sector human resource outsourcing work.  Without 
experience working with the government, vendors have little idea of what to expect, and 
often become overwhelmed.  Further, public sector entities typically do not have 
extensive experience in drafting contracts and managing vendors.  Finally, governments 
may have difficulty articulating their needs, further hindering the ability to write a 
comprehensive contract. 

A major difference between implementation in the public and private sectors returns us to 
the Policy Life Cycle Diagram.  Public policymakers often formulate an initiative with 
little input from those persons who will implement it.  In Florida, a policymaker 
(Governor Jeb Bush) mandated human resource outsourcing, and left it up to an agency 
(the Department of Management Services) to implement his directive.  In Texas, the 
entity making the policy decision was the same entity responsible for its implementation 
(Commissioner Albert Hawkins). 

In the future, legislation will most likely continue through a “commitment point” where it 
passes from policy designer to policy implementer.   To help assist public policymakers, 
this case study presents a checklist for policymakers to consider when developing 
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legislation.  This checklist incorporates the lessons from the Florida and Texas human 
resource outsourcing initiatives, and applies those lessons to broader government change 
initiatives. 

Introduction 

In the competitive environment of private sector business, the unofficial mantra is better, 
faster, cheaper.  Businesses increasingly want to “go core,” or focus on those distinctive 
characteristics driving their business model while shedding support functions to outside 
vendors.  For example, a law firm’s core is to counsel clients, not handle human resource 
paperwork and administer benefits.  Thus, this firm might turn to Human Resource 
Outsourcing (HRO) for assistance in administering HR.  

Governments have also used outsourcing to deliver higher quality services at lower costs, 
most notably in technology and support services.  As governments, especially state 
governments, come under increasing budget pressures, can governments also benefit 
from HRO? 

One way to answer this question is to examine the government of Florida and the Texas 
Health and Human Services Commission, the only two major public-sector HRO 
engagements in the United States.  Were these initiatives successful?  Did they meet their 
goals?  More importantly, what can other governments learn from these experiences? 

This case study will show that private sector best practices such as HRO can help 
governments operate more effectively and efficiently, but implementation of these 
initiatives in the public sector is more difficult than in the public sector.  This case study 
seeks to examine why this implementation is so difficult, and to offer some advice for 
future initiatives. 

The case study will begin by providing background information on HRO, and then will 
describe the HRO experiences in both Florida and Texas.  It will describe what went 
well, and what lessons each state learned throughout the process.  By analyzing these 
lessons learned, the case study will show that the public sector is a unique operating 
environment that makes it difficult to implement private sector best practices.  Finally, 
the case study will offer suggestions for policymakers and policy implementers on how to 
increase the chances of success on a major change initiative, such as outsourcing.  

About Human Resources Outsourcing 

What exactly is HRO?  To explore this question, one must first understand HR 
management, a vital but often seldom thought about piece of any organization.  One 
formal definition of human resources is “the philosophy, policies, procedures, and 
practices related to the management of people with an organization.”1  This is no small 
task: a 1997 study by the National Academy of Public Administration identified over 75 
HR functions, some of which Table 2.1 lists.2 
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Table 2.1 

Some Common HR Functions 

1. Personnel planning 
2. Strategic planning 
3. Organizational development 
4. Organizational design 
5. Employee training/development 
6. Management development 
7. Record keeping 
8. Performance appraisal/evaluation 
9. Recruitment 
10. Selection 
11. Career planning 
12. Metrics 

13. Relocation 
14. Benefits 
15. Compensation 
16. Legal affairs 
17. Affirmative action 
18. Employee assistance 
19. Union relations 
20. Compliance 
21. Retirement (pensions, 401(k), etc.)  
22. Awards and incentives 
23. Compensation 
24. Payroll 

Source:  Edward E. Lawler III, John W. Boudreau, and Susan Albers Mohrman, Achieving Strategic 

Excellence: An Assessment of Human Resource Organizations (Palo Alto: Stanford University Press, 

2006).  

 

Human resource outsourcing involves hiring a private vendor to take over some or all of 
an organization’s HR management.  Increasingly, firms are hiring a single vendor to take 
over the bulk of HR operations.  HRO has a number of benefits (see Table 2.2).  HRO 
often results in higher quality service delivery by using a specialized vendor who focuses 
only on HR functions.3  HRO can also lead to cost savings through utilization of a 
vendor’s economies of scale and subject area knowledge; through reduction of 
employees; and through less up-front technology costs.4  HRO also frees up a firm’s HR 
department to focus less on transactional processes (such as payroll and benefits 
administration) and more on value-added, strategic decisions (such as organizational 
development and talent mapping).5 

 

Table 2.2 

Common Benefits of Human Resource Outsourcing 

Type of Benefit How Benefit is Realized 

Qualitative Specialized vendors perform HR services better 

Quantitative Cost savings through economies of scale, reduction of employees, and less 
cost of technological infrastructure 

Strategic Allow HR employees to focus on value-added and strategic functions 

Sources: Jennifer J. Laabs, “Why HR Is Turning to Outsourcing,” Personnel Journal (September 1993); 

and  Scott Lever, “An Analysis of Managerial Motivations Behind Outsourcing Practices in Human 

Resources,” Human Resource Planning, vol. 20 (1997). 

 



11 

With all the potential benefits of HRO, it is extremely popular in the private sector.  In 
1994, an American Management Association survey of business showed 60 percent of 
companies outsourcing at least one HR tasks; this number grew to 77 percent in 1996.6  
By 2003, a study done by Accenture indicated that 85 percent of Fortune 1000 companies 
outsource at least one HR function.7  The most popular functions for outsourcing include 
temporary staffing, payroll, benefits, recruitment, and training.8  

In recent years, the number of HRO engagements has continued to grow.9  Analysts also 
point out several conditions likely to continue HRO’s popularity.  These conditions 
include the desire for senior executives to reduce HR budgets yet still recruit top talent,  
increasingly complex of legal and compliance issues, the growth in mergers and 
acquisitions (HRO is common following a merger), and advances in technology making 
HRO easier and cheaper.10  In short, private sector HRO is here to stay. 

For instance, imagine you are starting employment with a private law firm.  To apply for 
a position, you might use an online application designed and run by a private vendor.  
When you arrive for your first day, you might set up your profile on an outsourced 
payroll system.  Another vendor might operate your benefit and retirement package.  An 
outsourced vendor might also do your initial compliance training.  As you move through 
the human resource system at this law firm, you may have almost no dealings with an 
actual law firm employee. 

But what about the public sector?  Instead of the law firm, now imagine starting that 
same exact position with a state attorney general’s office.  In this case, a state human 
resources (HR) employee likely wrote your employment application.  The same goes for 
your training: probably administered by a state HR employee.  While a third party might 
administer some of your benefits or retirement, chances are the state is also administering 
them.  Payroll is likely done by the state as well.  Unlike in the private sector, in the 
government, you will likely spend a majority of your first day dealing with in-house HR 
employees, not HRO vendors. 

HRO never really caught on in the public sector.  The public sector has flirted with HRO, 
but at nowhere near the scale of the private sector.  In 1996, a survey of the 66 largest 
cities found only 24 percent using HRO.11  At the state level, a 2002 Council of State 
Government survey indicated no growth in state government HRO in the period 1997-
2002.12  In 2002, only two states had outsourced at least 10 percent of their HR, and only 
16 percent of state personnel directors indicated HRO likely to increase in the next five 
years.13  In regards to HRO, the private sector was leaving the public sector in the dust, as 
shown by Table 2.3. 

 



12 

 

Table 2.3 

Prevalence and Growth of Human Resource Outsourcing in the Private 

and Public Sectors 

Year Private Sector Public Sector 

1994 60% of companies using HRO Data unavailable 

1996 77% of companies using HRO 24% of cities using HRO 

2003 85% of companies using HRO No growth between 1997-2002 in state 
government HRO 

Sources:  Robert Jay Dilger, Randolph R. Moffett and Linda Struyk, “Privatization of Municipal Services 

in America’s Largest Cities,” Public Administration Review, vol. 57, no. 1 (January/February 1997);   

Keon S. Chi, Kelley A. Arnold and Heather Perkins, “Privatization in State Government: Trends and 

Issues,” Spectrum (Fall 2003);  “Outsourcing of HR Continues,” HR Focus, vol. 74, no. 3 (March 

1997); and  Jie Shen, “Human Resource Outsourcing: 1990-2004,” Journal of Organisational 

Transformation and Social Change, vol. 2, no. 3 (2005). 

 

Yet despite the dearth of large-scale public sector HRO engagements, not all 
governments stood on the sidelines while HRO swept through the private sector.  Two 
states decided they, too, could use HRO to deliver services with higher quality and lower 
cost.  Florida and Texas, the second and fourth most populous states in the country, both 
went through major HRO initiatives. 

Florida was the first state to jump into human resource outsourcing, and they jumped in a 
big way.  Under the leadership of Governor Jeb Bush, Florida signed a contract in 2002 
to outsource HR administration within all 33 state agencies in an initiative called People 
First.  Texas was the next state to follow, outsourcing HR for its Health and Human 
Services Commission (HHSC) in 2004 through a project called AccessHR.  Table 2.4 
presents some of the key facts about each engagement.  
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Table 2.4 

Comparison of Florida People First and Texas AccessHR 

 Florida People First Texas AccessHR 

Year Begun 2001 2004 

Initiator Jeb Bush (elected Governor of 
Florida) 

Albert Hawkins (appointed 
Commissioner of HHSC) 

Vendor Convergys Convergys 

Agencies Affected 33 1 

Employees Affected 400,000 46,000 

Contract Length 9 years 5 years 

Contract Cost $350 million $85 million 

Functions Outsourced Staffing administration, HR 
administration, payroll, and benefits 

Payroll, recruitment and selection, 
benefits processing, time and leave 
processing, compensation and 
classification administration, safety 
and health, administrative training, 
and staff development 

Estimated Savings $173 million $26.6 million 

Actual Savings $93 million $21.7 million 

Sources:  Florida Office of Program Policy Analysis and Government Accountability (OPPAGA), While 

Improving, People First Still Lacks Intended Functionality, Limitations Increase State Agency 

Workload and Costs, Report No. 06-39 (April 2006), and Texas State Auditor’s Office,  An Audit 

Report on The Health and Human Services Commission’s Consolidation of Administrative Support 

Services, Report No. 06-018, January 2006. 

 

With two of the country’s largest states outsourcing HR, many analysts expected a tidal 
wave of outsourcing engagements to follow.  HRO seemed like a magic bullet, an easy 
way to trim billions from the budget.  However, since 2004 no other state has taken the 
HRO plunge.  An examination of Florida and Texas HRO shows that utilizing private 
sector best practices in the government can reap benefits, but is not as easy as it sounds. 

Florida’s People First System 

Change for Florida state employees began on the morning of January 5, 1999.  That 
blustery day in front of the Florida state capital was Governor Jeb Bush’s first 
inauguration.  By the end of his second term as Florida governor, one of his key policy 
initiatives affected every state employee, every state employee’s dependant, and every 
state retiree.  What policy initiative could affect hundreds of thousands of state 
employees?  The answer is simple—outsourcing human resource functions to the private 
sector. 

Those in state government knew Governor Bush to be an advocate of privatization.  In 
particular, Bush wanted to establish Florida as the first state to contract large portions of 
government functions to private businesses.  Fran Brooks, initial Project Lead for the 
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People First System, stated the governor was interested in “harvesting the power of 
technology” to push the government to do things faster and with more efficiency.14  In 
reaction to the governor’s privatization interests, the state conducted research to see 
which functions were candidates for outsourcing.  With large duplication of services 
within each agency, the ability to use technology to automate processes, and the 
knowledge of private sector success, the state decided HR was a logical place to start.  So 
began the largest public sector HRO venture. 

 

Figure 2.1 

Distribution of Employees of the State of Florida 
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Source:  Created by authors with data from electronic correspondence with the Florida Department of 

Management Services. 

 

Contract Development 

Governor Bush began by researching to see if a vendor could service Florida’s HR 
needs.15  In 2000, the Florida Department of Management Services (DMS) studied the 
possibility of replacing the current statewide personnel information system, Cooperative 
Personnel Employment System (COPES).16  At the time, the COPES system was 20 
years old, with estimated replacement modernization costs of $80 million.17  A major 
hurdle for COPES was its composition as a collection of disparate computer systems for 
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budgeting, accounting, cash investments, and benefits.18  DMS found that if Florida 
updated its HR functions, the state would need to upgrade a variety of different computer 
systems, a costly prospect.   

In early 2001, based on DMS’s initial findings, Governor Bush developed his Service 
First legislative reform.  In May 2001, the governor signed into law Senate Bill 446, 
otherwise known as the Service First legislation.  The Service First reform included the 
streamlining of state agency classifications and employee job duties, pay levels, vacation, 
sick time accrual, and the privatization of human resource administration.19  Included in 
the bill was a requirement that DMS contract with a private vendor for modern human 
resources administration processes.  When drafting the bill, policymakers based cost 
savings estimates developed by DMS in an initial business case.20   

In September 2001, after policymakers had reviewed the initial business case, DMS 
began the HRO process by developing a more comprehensive business plan to determine 
the financial repercussions of the initiative.  As seen in Table 2.5, the final business plan 
indicated that privatizing Florida’s HR functions would result in potential cost savings of 
$173 million in the first seven years.  The business plan called for a 73 percent reduction 
in the HR workforce.21  In addition, Florida developed a request for proposal (RFP) to 
upgrade/replace COPES.  After reviewing bids, DMS recommended Convergys 
Customer Management Group (Convergys) for the contract.22 

 

Table 2.5 

Department of Management Services Business Plan Human Resource 

Outsourcing Cost Savings Over Seven Years 

“As is” HR COPES Program HR Outsourcing Costs Projected Savings 

$651.6 million $478.6 million $173 million 

1287.5 FTEs 365.5 FTEs 922 less FTEs 

Source:  Florida Department of Management Services (DMS), Business and Contract Documents: Business 

Plan. 

 

In August 2002, DMS signed a seven-year, $279 million contact with Convergys (see 
Figure 2.2).  The contract called for a comprehensive HRO, known as People First.23  
People First’s scope was to outsource four major components of state HR management: 
staffing administration, HR administration, payroll, and benefits.  Since July 2003, there 
have been nine contract amendments, including a two-year contract extension (until 
2011), with budget increasing from $279 million to $350 million for the additional 
services.24  While Convergys took on many HR functions, certain responsibilities 
remained with the state, such as collective bargaining, employee discipline, and final 
hiring decisions.  The contract assumed the elimination of 922 state employee positions.  
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Figure 2.2 

Convergys: A Closer Look 

Convergys is a multi-national, public corporation based in 
Cincinnati, Ohio.  Founded in 1998, the company is a spin-off of 
Cincinnati Bell.  Convergys has over 75,000 employees.  
Convergys offers three types of professional services: customer 
billing, human resources, and general service consulting.  They 
serve mostly the communications, manufacturing, financial 
services, retail, government, technology, healthcare and 
transportation market sectors.  Convergys is a Fortune 500 
company with annual revenues of almost $3 billion. 

 

Source:  Convergys corporate website (http://www.convergys.com). 

 

Project Implementation Plans and Outcomes 

The People First system included four major components: staffing administration, HR 
administration, payroll, and benefits.  Original go-live dates ranged from May 2003 
(staffing administration) through January 2004 (benefits).  Implementation did not begin 
until May 2003, and finished in January 2005 (one year late).25  Three of the four 
components had late go-live dates, ranging from 3-14 months behind schedule.  Table 2.6 
provides a People First implementation timeline.  While most components were 
operational, state agencies reported specific problems with overpayment or underpayment 
of employees, and temporary loss of benefits for employees and retirees.26  



17 

 

Table 2.6 

Timeline of Major Milestones in People First 

Date Milestone 

Fall 2000 The Department of Management Services (DMS) starts to research the possibility of 
human resource outsourcing.   

May 2001 Service First legislation (Senate Bill 466) requiring all Florida state agencies to 
outsource human resources is signed into law. 

September 2001 DMS develops business plan to support the human resource outsourcing policy 
decision. 

August 2002 Convergys and DMS sign a 7 year, $279 million contract to outsource four key human 
resource functions. 

May 2003 The first deliverable, staffing administration, “goes live” on schedule. 

July 2004 DMS extends the contract with Convergys from 7 to 9 years (until 2011) including a 
revised budget totalling $350 million. 

October  2004 The second deliverable, human resources administration, “goes live” 14 months behind 
schedule. 

November 2004 The third deliverable, payroll administration, “goes live” 3 months behind schedule. 

January 2005  The fourth and last deliverable, benefits administration, “goes live” 12 months behind 
schedule. 

Spring 2008 Florida and Convergys are drafting contract amendment #10 to clarify continuing 
contract scope issues. 

Source:  Florida Office of Program Policy Analysis and Government Accountability (OPPAGA), “While 

Improving, People First Still Lacks Intended Functionality, Limitations Increase State Agency 

Workload and Costs,” Report No. 06-39 (April 2006). 

 

People First’s initial project implementation (2002-2005) included several common 
project management pitfalls.  One example occurred while outsourcing the payroll 
function.  Problematically, 22 of the 33 state agencies had different payroll schedules.27  
Some agencies pay once a month, some every 28 days, others every two weeks, some 
every week, and some on special schedules such as every eight days for law enforcement.  
Fran Brooks, the initial PeopleFirst project manager, stated that each agency was hesitant 
to change, and project implementation did not require the agencies to standardize their 
payrolls since each agency had the option to decline participation.  Indeed, many 
agencies declined to participate, citing the complex operational problems the changes 
might create.28  The result was non-standardized business practices that created 
implementation slowdowns.  This is one example of a lack of clear, unified process 
ownership that can make public sector implementation difficult. 

Another problem arose regarding vendor payment.  According to Fran Brooks, Governor 
Bush requested the state to move forward with the project and find the money to pay for 
it without any additional state funds.29  In essence, Convergys was working on credit, and 
Florida would convert the salaries and benefits of outsourced employees into cash to pay 
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for the service agreement.  Convergys’s viewed the Florida project as an opportunity to 
grow their business, and was willing to fund the project using their own capital accounts 
until the project started to experience cost savings via staff reductions.30  The contract 
was into its ninth month before Convergys received its first payment.31  Since Florida did 
not have adequate resources, the state found it difficult to manage the project on its own 
terms, relying instead on the vendor’s willingness to postpone payment in order to move 
forward. 

Florida had mixed results in coordinating with Convergys.  Convergys was very 
knowledgeable about their System Application and Production (SAP) software, and was 
willing to share their knowledge with state leadership.  DMS acknowledges that 
Convergys provided excellent software support and continues to support SAP.32  
However, SAP did not seem to address all of Florida’s service requirements.  For 
example, users did not find the interface user-friendly.  Indeed, the decision to use SAP 
seems curious in hindsight, since by 2003, the PeopleSoft software platform was running  
many HR packages, especially within the government.33 

Additional feedback collected by DMS from users indicated that Convergys did not seem 
to get to know the clients and understand the unique needs of each agency customer.34  
Fran Brooks shared her impression that Convergys seemed more interested in promoting 
their software rather than making the software fit Florida’s business needs.  Other agency 
managers we interviewed shared this sentiment with Brooks.35  DMS did set up meetings 
to allow all stakeholders to articulate their needs to Convergys.36  However, many users 
felt that Convergys misunderstood these needs.37   

The state also had problems deciding on what they wanted People First to do.  The 
current DMS project manager acknowledged that Convergys has done the best they could 
do given the limited direction the state has given them.38  The need for nine contract 
amendments to adequately define scope of service illustrates the difficulty the public and 
private sectors have when communicating with each other. 

Consequently, Florida bought more technology then it needed.  People First included 
several state-of-the-art systems, such as document imaging modules, that still have never 
been used.  Florida needed a simple, easy-to-use system to manage the contract’s four 
core areas, but instead got a complicated, highly customized technology package that was 
hard to navigate for both the state employees and state HR professionals.39  This 
complicated package made implementation more difficult and costly.  Fran Brooks 
explained it this way: “I compare People First to a Maserati sports car with all the bells 
and whistles and driving capabilities.  What Florida needed was to learn how to drive 
People First as a Volkswagen before driving it as a Maserati.” 40 

DMS could have performed better in regards to change management (the systematic 
approach to dealing with how an organization and the individuals within an organization 
can best adapt to a major change initiative).  DMS held focus groups, interviewed 
mangers, and developed templates to help in People First transition and training.41  
However, DMS did not realize that front line managers did not physically work with 
People First enough to use the program efficiently, and therefore had a difficult time 
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articulating what capabilities the system needed.42  As voiced by several interviewees, the 
People First system never reached the requisite level of user-friendliness required by HR 
professionals or front line managers.43  User-friendliness is an important aspect with new 
technology because employees and front line managers must feel comfortable working 
with the new system to complete work efficiently.  Only by working efficiently can the 
state experience the full cost savings of the technology upgrade. 

Another problem for Florida was rushed technology testing that created implementation 
nightmares for People First’s users.  People First needed to move fast—by fall 2003—in 
order to meet Convergys’s contract payments.44  As a result, payroll rolled out in April 
2004 even though the system was still testing.45  The implementation schedule in the 
original contract allowed up to two years building People First’s technology system; the 
state only used a year and a half.46  As highlighted by project manager DiSalvo, 
incomplete information resource testing time and rushed implementation roll outs created 
long-term project management issues for him and his staff.  People First’s technology 
interface still frustrates some users today.47 

Audit, Reactions and Future Plans 

In April 2006, the Florida Office of Program Policy Analysis and Government 
Accountability (OPPAGA) completed an audit of the People First project.  The audit 
found that Convergys implemented all components in compliance with the contract, all 
components were operational, and all of Florida’s 33 government agencies generally used 
the program.48  However, the audit discovered that many agencies continued to 
experience significant problems.  Some components (for example employee personnel 
files) are still not fully operational, and other components (for example, self-service 
websites and call centers) do not work as intended.  The audit also found problems with  
time sheet processing, call center employees who were unfamiliar with state HR policies, 
and an inability to track actual savings against projected savings.49  Table 2.7 summarizes 
some of the positives and negatives of the People First project.   
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Table 2.7 

People First’s Project Implementation Positives and Negatives  

(as of April 2008) 

Positives Negatives 

People First is operational and many 
agencies use some of its functions.  

Agencies are still experiencing major People First 
implementation problems that have still not been 
addressed (for example working with Convergys to 
hand-process time sheets because automated function 
is not adapted for small font type). 

Florida experiences overall cost savings. Some agencies are still not using People First to its 
full capacity. 

Florida reduces the state employee work 
force as requested by the governor. 

Some agencies still pay for temporary human resource 
employees to address reduced FTE workload issues. 

Florida was able to upgrade their human 
resource technology without a large state 
capital investment. 

Problems with some of Florida’s business practices 
continue after initial project implementation identified 
problems and remedies. 

Source:  Florida Office of Program Policy Analysis and Government Accountability (OPPAGA), While 

Improving, People First Still Lacks Intended Functionality, Limitations Increase State Agency 

Workload and Costs, Report No. 06-39 (April 2006), and telephone interview by Lori Gabbert 

Charney with Ralph Kiessig, Director of Human Resources, Florida Department of Corrections 

February 11, 2008. 

 

According to David DiSalvo, the current Project Lead for People First, Florida and 
Convergys have improved their working relationship since the audit’s release.50  DiSalvo 
pointed to a renewed focus on stabilizing the system, and on increasing positive 
communication between Convergys and users.  Further, the state has been putting more 
resources behind employee training, especially teaching users about Convergys call 
centers capabilities.51  DMS is currently working to address each problem on an 
individual basis.   

Mr. DiSalvo considers the People First project mixed.  He identified the original contract 
as a major implementation problem.  The original contract included many unnecessary 
items, some of which (such as document imaging) still have not materialized.52  Because 
of the lack of clear project scope, DMS was unable to lead Convergys.53  As you can see, 
miscommunication between public and private sector entities can create problems in 
implementation. 

Yet DiSalvo was not completely sanguine on the People First initiative.  He indicated that 
Convergys has done the best they could within the contract scope, fulfilling each major 
contract obligation.  He indicated that, in regards to core HR management functions, 
People First is working successfully.  Financially, Florida has saved money with People 
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First.  In May 2007, The Florida Council on Efficient Government issued a study of 
People First’s cost savings.  While the Council indicated that the initial business plan 
overestimated cost savings, overall People First saved $93 million ($80 million in 
retiring/upgrading COPES, and $13 million in staff reductions).54  Florida also achieved a 
reduction in HR employees, another desired outcome of People First. 55  Table 2.8 
compares People First’s initial cost savings with the actual cost savings. 

 

Table 2.8 

People First Cost Savings: Estimated Verses Actual 

Source:  Florida Council on Efficient Government, Report to the Governor on MyFloridaMartketPlace, 

People First and Project Aspire. 

 

Convergys also considers the engagement successful.  Bob Nave, Vice President of 
Client Service (Government) for Convergys Human Resources Management, points to 
completed contract deliverables, cost savings for Florida, a net profit for Convergys, and 
growth in public sector market share for Convergys.56  Mr. Nave feels the project 
implementation achieved its overall goals for both Florida and Convergys.   

What will the future of People First hold?  When the contract expires in 2011, will 
Florida continue to contract with Convergys, contract with another private vendor, or 
bring the new system in house?57  Under the current contract, Convergys owns all People 
First hardware and software, including computer code, making it difficult for Florida to 
take HR management back in-house.58  With several years remaining in the contract, 
Florida is considering its options, and the future is uncertain.59 

Florida People First was the first major public sector HRO engagement, and it provides a 
wealth of lessons learned.  After People First, another state decided to take the HRO 
plunge.  Let us now turn to the Texas AccessHR project. 

Texas AccessHR 

During the 78th Texas Legislature session, the legislature found itself facing an estimated 
budget shortfall of $10 billion.  Raising taxes in Texas is not a politically feasible option, 
and therefore, the legislature needed to cut costs while still maintaining key services 
provided to taxpayers. 60  On April 24, 2003, Representative Arlene Wohlgemuth 
introduced House Bill (HB) 2292 to address the budget shortfall.61  House Bill 2292 
looked to Texas’s largest agency, Health and Human Services (HHS), to provide cost 
savings.   

Initial People First Cost 

Savings Estimates 

Actual People First Cost 

Savings Estimates 
Difference in Savings 

$173 million $93 million $80 million less than estimated 

922 less FTEs 862 FTEs 60 less FTEs than estimated 



22 

HHS is a large and complex agency, employing approximately 46,000 people and 
providing more than 200 statewide programs.62  Wohlgemuth’s bill set in motion the 
reorganization and consolidation of 12 HHS agencies into just five agencies (see Figure 
2.3).  It also consolidated all administrative functions such as HR, legal services, and 
procurement for these agencies into the Health and Humans Services Commission 
(HHSC).  Governor Rick Perry appointed Albert Hawkins as Executive Commissioner of 
HHSC.  As allowed by HB 2292, Commissioner Hawkins then decided that outsourcing 
HR would be the most cost effective option for the HHS system. 

 

Figure 2.3 

Overview of HHSC Consolidations 

Source:  Texas HHSC, H.B. 2292 Transition Plan, Austin, Texas, November 2003. 

Notes on Acronyms:  HHSC = Health and Human Services Commission 

DHS = Texas Department of Human Services 

TDH = Texas Department of Health 

TCB = Texas Commission for the Blind 

TCADA = Texas Commission on Alcohol and Drug Abuse 

TCDHH = Texas Commission for the Deaf and Hard of Hearing 
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TDoA = Texas Department on Aging 

TRC = Texas Rehabilitation Commission 

PRS = Texas Department of Protective and Regulatory Services 

ECI = Texas Interagency Council on Early Childhood Intervention 

MHMR = Texas Department of Mental Health and Mental Retardation 

THCIC = Texas Health Care Information Council 

 

Why Outsource 

Though Florida was currently having difficulty outsourcing their HR processes, 
Commissioner Hawkins and HHSC were more optimistic in their decision to outsource.  
Instead of outsourcing HR in every state agency, Texas chose only one (HHS), thus 
giving Commissioner Hawkins complete authority to mandate full participation from all 
divisions under his umbrella.  It also made implementation significantly less complicated, 
as all HHS administrative data was already running on one software platform, PeopleSoft 
HR. 

 

Figure 2.4  

Differences between Texas AccessHR and Florida People First 

“There were major differences in Florida and Texas that were considered:  
 

1. The most important difference was Florida was statewide and Texas was only five agencies. 
 

2. The governor in Florida did not have authority over all of those agencies, so he couldn’t mandate 
that they outsourced.  He had to ask them to participate and hope that they would, whereas, 
Commissioner Hawkins had the authority to mandate it and he did.  

 
3. HHSC had begun to consolidate and had a consolidated policy at the time that Convergys could 

follow, but in Florida, they didn’t, so there were multiple policies and practices in Florida that had 
to be consolidated re-engineered before outsourcing could even begin.  That is a painful process 
that HHS didn’t have to go through because of HB 2292 ensured that the consolidation of the five 
agencies was done prior to outsourcing.” 

 
 -Wanda Thompson, Deputy Executive Commissioner for HHSC 

Source:  Telephone interview by Sherry Penson with Wanda Thompson, Former Deputy Executive 

Commissioner for Texas HHSC, Austin, Texas, December 21, 2007.  
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Once HHSC consolidated the administrative functions, it began to analyze how to 
optimize its HR program.  Texas performed a study evaluating the relative costs of 
keeping HR in-house versus using a private vendor.63  This study directed HHSC to:64 

• Carefully compile decision criteria; 

• Require an open and competitive procurement process; 

• Establish strong contract management focused on performance and 
accountability; 

• Develop a transition strategy for affected state employees; and  

• Provide open and active communications. 
 
HHSC developed a very aggressive four-stage transition plan, including:  

• Planning and integration (consolidation); 

• Optimization (streamlining/outsourcing); and 

• Transformation. 
 
On February 20, 2004, HHSC posted a RFP for HR services.65  The scope of the RFP was 
broad and requested delivery of the following:66 

• Payroll; 

• Recruitment and selection; 

• Employee in- and out-processing; 

• Compensation and classification administration; 

• Benefits processing; 

• Time and leave processing; 

• Safety and health; and 

• Administrative training and staff development. 
 
On October 18, 2004, HHSC announced it had awarded the HRO contract to Convergys, 
the same Cincinnati, Ohio-based firm Florida had contracted with in 2002.  When asked 
why HHSC chose Convergys, one of the major drivers was that Convergys was the only 
bidder with any public sector experience.67  Original estimates stated that the five-year 
contract, valued at $85 million, would save HHSC $21.7 million over the costs of 
developing an in-house HR model.68 

Implementing AccessHR 

Convergys gradually rolled out services in the new PeopleSoft-based HHSC platform 
called AccessHR.  Table 2.9 outlines some of the major milestones.  
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Table 2.9 

Timeline of Major Milestones in AccessHR 

Date Milestone 

June 2003 Texas governor signs HB 2292 into law. 

June 2003 Merger of 12 state agencies into five new state agencies. 

June 2003 HR consolidated. 

February 2004 Request for Proposals for Human Resource and Payroll Services released. 

March 2004 HHS HR policy manual published. 

June 2004 Payroll consolidated. 

October 2004 HHSC officially awards Convergys a contract to provide Human Resources and Payroll 
Services.   

February 2005 AccessHR, the employee internet website launched 
(https://accesshr.hhsc.state.tx.us/psp/PPASOT2/?cmd=login). 

May 2005  Employee and manager self-service functions launched . 

October 2005 Convergys assumes all payroll processing, time and leave reporting, and processing new 
and terminated employees. 

Source: Texas State Auditor’s Office, An Audit Report on The Health and Human Services Commission’s 

Consolidation of Administrative Support Services, Report No. 06-018, January 2006. 

 

Through AccessHR, HHSC delivers HR services in four ways.69  First, self-service 
allows employees, via the Internet, to access and update personal information and 
complete basic HR transactions such as enrolling in training or requesting leave.  Second, 
managers can use self-service applications to track their direct reports’ information and 
process most managerial HR transactions such as submitting job requisitions, approving 
leave requests, preparing performance evaluations, initiating pay increases, or requesting 
job audits.  Third, the Convergys Service Center handles the bulk of the routine 
transactional administrative tasks such as benefits enrollment, payroll, posting and 
screening job applications, and serving as a point of contact for employees/managers 
needing assistance with AccessHR self-service modules.  Finally, HHSC’s stay-back staff 
(the nucleus of HR staff retained by HHSC) provides HR consulting services to HHS 
system agencies, publishes and distributes how-to manuals for all tutorials provided by 
AccessHR, and makes HR policy for HHS system agencies.  They also provided 
troubleshooting related to the transition to Convergys. 
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Figure 2.5  

HHSC Transformed Service Delivery Model 

 

Source: Electronic correspondence with Sharon Brewer, Director of HHSC. 

 

Problems During the HHSC Outsourcing 

During outsourcing, HHSC experienced a variety of problems.  Like many complex 
implementations, there were technical issues.  When the recruitment and selection 
functions went live in August 2005, problems forced a shutdown of Web-based 
services.70   

In October 2005, there were coding problems when Convergys processed its first HHS 
payroll, resulting in approximately 80 employees receiving warrants (checks mailed to 
employees) instead of direct deposits, while others received incorrect payments, thus 
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requiring HHSC to take payroll back in-house temporarily until the problems were 
resolved.  To accomplish this, HHSC had to recruit extra assistance from financial 
services.71 

HHSC also overlooked the need to upgrade and/or purchase new software and computers 
in order to run AccessHR.  For instance, some of the managers and employees couldn’t 
utilize the web-enabled self-service components of AccessHR because they had no access 
to a computer, or computers lacked the hardware or software to run the program.72 

Prior to going live, web-based AccessHR was not accessible; therefore when conducting 
remote trainings, Convergys would use only a PowerPoint presentation rather than allow 
hands-on use of the AccessHR system.73  As Figure 2.6 shows, HHSC has many 
employees scattered throughout the state.  Hence, making sure remotely located 
employees had proper access to the online self-service aspect of AccessHR was an 
important issue. 

 

Figure 2.6 

 Distribution of Employees of the Texas Health and Human Services 

Commission 
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Source:  Created by authors with data from electronic communications with the Texas Health and Human 

Services Commission. 

The Texas State Auditor’s Office conducted two audits on AccessHR.  The first was 
released in September 2005, and focused on HHSC’s cost methodology.  It found that, 
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“the Commission’s decision to outsource its human resources and payroll services 
management function was not based on accurate cost data…  Because of significant 
errors and omissions in the Commission’s cost data … the auditors were not able to 
determine whether the Commission’s decision to outsource was cost effective. 74”  The 
audit found that HHSC did not calculate relevant costs such as costs incurred by HHS 
managers and employees as they assumed self-service duties —ones formerly performed 
by HR employees—under the outsourced model.  The audit also suggested that when 
these costs were included along with other errors and omissions (such as the 
purchasing/upgrading of technology), the estimated cost savings would virtually 
disappear. 

This first audit found fault with HHSC’s documentation regarding how it made its “best-
value” decision.  HHSC considered factors other than price (such as past vendor 
performance, vendor experience, and vendor financial resources) in awarding its HRO 
contract.  The audit found that HHSC used adequate criteria when creating the RFP, but 
did not produce adequate documentation to substantiate that the Convergys contract 
provided the best value.75

 

The second audit, released in January 2006, focused on issues related to HHSC’s contract 
management and oversight roles.  Some of these findings were: 76 

• The Commission gave all its responsibility to plan the contractor’s steps in 
transferring HR and Payroll services to the contractor and did not adequately 
monitor the contractor’s activities. 

• The Commission approved Convergys’s proposed budget for the cost of 
transferring the services without getting adequate documentation that explained 
the types and amounts of services and costs involved with the transfer. 

• The Commission approved Convergys’s budget without understanding whether 
those costs were reasonable and necessary.  In addition, there were no inquiries 
when Convergys reported costs were significantly higher than its approved 
transition budget. 

• The Commission did not hire a contract manager to monitor the performance and 
compliance of Convergys until 11 months after the execution of the contract, and 
after paying Convergys $7.5 million.  (Note that the executive team of HHSC 
disagreed with this finding.  They felt that while the contract manager position 
remained vacant until months later, they did have a governing oversight board 
that met monthly to oversee and approve all the major decisions throughout the 
implementation.  Members of this board included the Chief Operating Officers of 
the five agencies, a representative from Legal and Finance, and Convergys’s 
Senior Vice President.77)  

• The Commission also did not develop adequate policies and procedures to 
monitor Convergys’s performance and compliance with the terms of the executed 
contract.  The Commission did not monitor the activities of Convergys; instead, 
they delegated the planning and monitoring of the contractors activities to the 
contractor itself. 
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• The Commission did not document contract changes through formal amendments 
to its executed contract when changes were made to the contractor’s scope of 
work and the contractor’s payment rate. 

• The Commission did not adequately monitor the transition costs reported by 
Convergys. 

 
It is important to note that Executive Commissioner Hawkins adamantly disputed many 
of these findings in a response presented at the end of both audits.78 

HHSC Employee Response to HR Outsourcing 

HHSC dealt with a great deal of the negative feedback from HR employees who would 
lose their jobs due to the outsourcing.  The Texas Public Employees Association (TPEA) 
publicly criticized HHSC and Convergys for performance issues and for the loss of state 
jobs associated with HR management.79  TPEA also raised concerns that AccessHR 
negatively affected current managers.  Managers would now be responsible for many of 
the functions previously completed by the HR department, such as time-keeping 
procedures for all of their direct reports; this forced managers to readjust their managerial 
duties to accommodate these new requirements, perhaps leaving less time for their 
program-related duties. 

Many HHS facilities, such as state schools and state hospitals, have turnover rates 
nearing 30 percent annually.  At some of these facilities, managers find themselves 
performing more HR duties than managerial duties within a given day.80  This problem 
became so severe that in order for managers to have time for supervising employees, 
HHSC had to give some employees authorization to create and track job postings and job 
applications on behalf of their managers. 

TPEA also questioned if outsourcing HR was really the most cost effective solution for 
HHSC, since there were already two Texas agencies, the Texas Department of 
Transportation and the Texas Workforce Commission, that were successfully processing 
their payroll in-house via a web-enabled PeopleSoft platform.  The Workforce 
Commission stated that they wanted to bid on the RFP, but were told that HHSC was not 
accepting bids from agencies.81  

Outcomes 

In approximately two years (May 2003 to October 2005), HHSC consolidated the HR 
services of 12 agencies, developed an optimized service model, assessed sourcing 
options, contracted for a comprehensive HR solution, and oversaw the gradual 
implementation of an integrated self-service system, AccessHR.  Given the aggressive 
timeline and scope of the project, it is understandable that there would be some problems.  
There were some major accomplishments as well, as highlighted in Table 2.10.  
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Table 2.10 

AccessHR Statistics as of July 2007 

1,182,000 + Calls answered through Interactive Voice Response phone system. 

23,274 New hires processed through self-service. 

21,652  Separations handled through AccessHR. 

942,978 Applications for employment received. 

56,362  Job requisitions submitted through manager self-service. 

207,814 Training courses administered through Internet-based self-service. 

1,477,00+  Paychecks processed. 

43,224  Users with direct deposit. 

Source:  Electronic correspondence with Sharon Brewer, Director of HHSC, Austin, Texas. 

 

Since the audit, there have been significant improvements in three very important areas: 
vendor management, change control, and change management.  To ensure that Convergys 
meets obligations in the contract, HHSC’s contract management team meets weekly with 
Convergys to track issues and escalate processes when needed.  They also monitor and 
oversee business applications, the IT infrastructure, systems improvements, and 
acceptance testing.82  There is also a Change Control Board consisting of Convergys, 
HHSC, and agency employees who use AccessHR.  This board reviews the customer 
service requests for system modifications, business requirements, and technical design.83  
A Customer Interface Team exists to encourage communication between the vendor and 
users.  This team provides feedback and recommendations for system improvements via 
electronic newsletters and articles posted on the employee portal in AccessHR.  
Employees and managers have access to web-based training, online user guides and 
quick reference checklists.84 

One example of improvement was noted by Mike Markl, Director of Payroll for the 
Health and Human Services system: “This year, out of approximately 62,000 employees, 
only 1,500 W-2s were returned due to incorrect mailing addresses.  Prior outsourcing HR, 
6,000-8,000 W-2s would be returned because of bad addresses.  HHSC would have to 
hire a part-time staff to help get the correct addresses and re-send the W-2s.”85 

Overall, if one considers the aggressive timetable for implementation, AccessHR 
achieved a remarkable degree of success.  Despite these successes, the AccessHR 
implementation still left room for improvement.  As AccessHR is still relatively new, it is 
difficult to know its long-term effectiveness.  However, it still provides many salient 
lessons. 

Project Implementation: Lessons Learned 

Both People First and Access HR show common project implementation successes and 
failures.  One way to strengthen the odds of success for future project implementation is 
to study past project experiences, and learn what worked and what did not work.  What 
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can other government entities learn from Texas and Florida’s HRO experiences?  We 
have identified ten lessons learned to help other governments in project implementation, 
as follows: 

1. Know exactly what you want to outsource. 

2. Determine what it truly costs to outsource and if your entity can afford it. 

3. Obtain user buy-in. 

4. Establish standardized business practices. 

5. Designate a project management team and a process ownership sponsor. 

6. Rushing the implementation process may prove problematic. 

7. Do not “over-outsource.” 

8. Know your technology capacity. 

9. Spend the time to make the contract as complete as possible. 

10.  Implementation does not end when the system goes live. 

Lesson One: Know exactly what you want to outsource 

This concept sounds simple, but it is one of the most important steps in the design 
process.  The focus is to decide internally what elements of your current process you 
want to outsource, what stays in house (if anything), and to develop state and private 
vendor responsibilities.  The key here is to determine what outsourcing each function 
would mean for your entity.  For example, maybe you want to outsource payroll, but not 
retirement benefits.  At this phase, also consider if your entity is willing to change current 
business practices (for example changes to payroll cycles).  

The time to narrow project scope is in the early development phase, not after a selecting a 
vendor and signing the contract.  During the planning process, Florida never clearly 
determined what they wanted People First to do.  Florida learned a very important 
lesson—do not ask for a function because the vendor says it is available; only ask for a 
function because it is something you really need.86  While Florida ended up with a robust 
computer system, its complexity did not meet the needs of the everyday user.87  Sara 
Wilson, the former director of the National Association of State Personnel Administrators 
(NASPE), advises, “The number one problem with outsourcing: vendors over promise.  
Don’t ever think the vendor has your interests in mind more than its own interests.88” 

In Florida, some agencies use the whole system and others only use particular modules.  
When some agencies use only limited functions, they are not using the automation at its 
full capacity, which some might consider a waste of tax dollars.89 

In Texas, HHSC found itself having outsourced too much.  During outsourcing, Texas 
shed its HR staff too quickly.  After outsourcing, HHSC found that some front line 
managers were unable to complete both their supervisory duties and their new HR 
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duties.90  A better sense of what the agency wanted to outsource and what it would have 
meant could have helped to prevent some of these implementation issues.   

Lesson Two: Determine what it truly costs to outsource and if your entity can afford 

it 

Do not just consider the “obvious” cost savings.  Outsourcing has many “hidden costs,” 
including change management (and especially retraining users), system downtime, the 
true cost of self-service, lost productivity due to  frustrations with new computer systems, 
and lost productivity due to reduced morale during this change period.  Research has 
found that many decision makers use initial cost/savings benefit analysis without 
considering other hidden expenses.91  As James Farrell, the current president of NASPE, 
advises, “Cost savings are always less than anticipated.92” 

Both Florida and Texas underestimated hidden costs.  Texas needed to purchase 
upgraded computers so its facilities could run the new Access HR system.93  Neither state 
took into account the cost of employee and managerial self-service.  

Another consideration is to develop a process to track actual cost savings or overruns.  In 
Florida, the current project manager is not sure how much cost savings People First has 
generated.94  The April 2006 OPPAGA audit also found no process to track expenditures 
against cost savings after the initial business case was developed.  Yet the Florida 
Council on Efficient Government’s managed to determine a project savings of $93 
million.95  The question remains why the DMS project manager is not aware of cost 
savings almost one year after this report. 

Lesson Three: Obtain user buy-in 

An outsourcing project is not successful unless individuals use it regularly, have high 
regard for its effectiveness, and most importantly feel the project helps them do their job 
better.  Project managers must always keep the end-user in mind, or the project will not 
meet all its goals.  The best possible situation is to get users involved in the project/policy 
design.  Not only does this get user input into the design, but these users can serve as 
ambassadors helping to sell the design throughout the organization.96  As James Farrell 
said, “The number one key to success is change management.  When you change 
technology, you will always have problems, but you will get through those.  If you mess 
up with change management, you can’t recover easily.  You may not be able to recover at 
all.”97   

In Florida, many HR users saw the People First initiative as a political decision by the 
Governor’s Office rather than as a response to a need articulated by state employees.  
Florida did allow some state employees to be part of the vendor selection process.98  Yet 
many of these employees felt that their input mattered little in the final decision-
making.99   

If users feel that they are part of the solution, they are more likely to respond favorably to 
the implementation.  In Texas, the decision to outsource HR came from Commissioner 
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Hawkins (another example of top down decision-making).100  If the HR managers were 
more involved in early implementation planning, they could have helped identify the 
need to keep some human resource employees on staff to accommodate any problems 
that may arise after the system went live.  

Lesson Four: Establish standardized business practices 

When each entity plays by its own rules, the project will fall into chaos.  The agency 
needs standardized business practices (for example payroll or new employee processing) 
to develop the initial contract with the private vendor.101  Sara Wilson once again has 
salient advice: “Don’t think that outsourcing eliminates problems.  Management needs to 
deal with the problems first, before outsourcing can even be considered.”102 

In Florida, the outsourcing contract tried to set standardized business processes 
throughout the state.  This clashed with the authorizing legislation, which did not require 
all 33 state agencies to standardize business functions.103  The contract is not the place to 
establish standardized business requirements;  rather, the agency should standardize these 
business practices before the contract negotiations start.104  One helpful option would 
have been a legislative requirement for agencies to comply with a standardized payroll 
structure.  In Texas, HHSC had already established standardized business practices prior 
to contract negotiations.  This has led to a smoother vendor relationship.105 

Lesson Five: Designate a project management team and a process ownership 

sponsor 

The message in lesson five is having not only a point person or team who runs the 
project’s daily operations, but also having a top management sponsor who takes 
ownership of the project’s decisions and challenges.  The project management team 
should consist of supportive leaders from upper management.  Users will not buy into the 
system unless there is a clear leadership structure taking on the responsibility of 
implementation.106  James Farrell highlights the government agency’s role in 
outsourcing: “In outsourcing, the job of government becomes to manage a vendor 
relationship instead of delivering services.”107 

During the initial stages of People First, the initial project lead, Fran Brooks, had no 
official project management team.  Ms. Brooks was overseeing People First within the 
Human Resources Division of DMS, and had to unofficially designate three employees of 
her own for the project.  While Ms. Brooks did receive assistance from employees in a 
wide variety of sections within DMS, these employees volunteered if they had the time 
and interest in working on the People First project.  The initial stages clearly had a lack of 
high-level interest and staff support for implementation.108 

Look at Texas in contrast.  HHSC did not put together the official 20-person project 
management team until summer 2005.109  However, there was already an executive level 
team in place before this.  Thus, HHSC was still able to ensure some degree of contract 
management.110 
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Lesson Six: Rushing the implementation process may prove problematic 

Due to the two-year election cycle, politicians demand short-term results.  However, 
rushing the implementation process can sometimes be costly.111  Spending the time 
required to test software and ensuring that every user has the appropriate hardware 
needed to run the new system might have shown that keeping HR in house would have 
been cheaper for Texas.  User acceptance testing should also be included in the 
implementation time line. 

For Florida, rushed technology testing created implementation nightmares for People 
First’s users.  People First needed to move fast—by fall 2003—in order to meet 
Convergys’s contract payments.112  As a result, the payroll phase rolled out in April 2004 
even though the system was still testing.113  The implementation schedule in the original 
contract allowed up to two years building People First’s technology system; the state only 
used a year and a half.114  As highlighted by project manager DiSalvo, incomplete 
information resource testing time and rushed implementation roll outs created long-term 
project management issues for him and his staff and user frustrations that continue 
today.115 

Florida’s policymakers weren’t the only ones wanting quick results.  Convergys worked 
on credit, and the contract was into its ninth month before Convergys received its first 
payment of $80 million.116  Florida is lucky that Convergys moved forward with the 
project at all.  Several interviews suggested the project has overly shortened 
implementation times in order to pay Convergys quicker.117 

Texas also experienced some problems from a rushed implementation.  HHSC’s 
implementation timeline for AccessHR was 12 months.  This timeline proved too 
aggressive, with not enough system testing.  After the system went live, problems with 
payroll caused HHSC to take this function back in-house for one payroll cycle.118 

Lesson Seven: Do not “over-outsource” 

Implementations will always run into snags.  Therefore, there should be enough HR 
professionals employed even after the system goes live to ensure that when issues occur, 
there is capacity to solve the problems. 

During People First implementation, the state decided to release outsourced HR before 
People First was actually up and running in order to help pay Convergys.119  During 
2003, Florida reduced the number of state HR professionals by 922 FTEs.  At that point, 
agencies still needed to provide HR functions, but had no employees left to provide the 
services.  This one-year lag between the release of HR employees and the creation of a 
functional new system created workload problems.  Many agencies hired temporary 
employees to provide HR needs, costing the state additional money.120 

Wanda Thompson, Former Deputy Executive Commissioner for Texas HHSC, said, ““If 
we could do it over, I would not have gone to the extent that we did in regards to 
outsourcing.  I would have allowed for an HR staff in satellite offices to provide ongoing 
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support for employees.  We were too thin and as result, there were things that got lost in 
terms of quality.  In the beginning, employees took a beating as it related to benefits 
information and that was unfortunate.  We should have had a larger stay-back staff.”121 

In Texas, over-outsourcing occurred in the state schools and hospitals.  When managers 
were responsible for extra HR functions, they were sometimes unable to provide 
adequate patient care.122  To resolve this issue, HHSC provided additional clearance to 
the Job Requisition Coordinators and Hiring Specialists, which authorized them to 
manage the job applicant and new hire process at the state schools and the state 
hospitals.123  

Lesson Eight: Know your technology capacity 

To ensure that every employee and manager can actually use the new self-service system, 
each department must inventory their computers, hardware, and software.  Agencies 
should ask first, do all of the departments have computers, and second, do all our 
computers have all the ability to run the new self-service system? 

In Florida, lack of computer infrastructure limited overall use of the People First system 
and created extra expense for the state.  The Florida Department of Corrections (DOC) 
reports that People First has been a total disaster.  DOC has 28,000 FTEs, 18,000 of 
which are correctional officers who do not have access to a computer to enter an 
electronic timesheet.  People First’s payroll system assumed staff access to a computer.  
To get around this, DOC employees fill out paper time sheets, bundle them and send 
them to the Tallahassee Convergys call center for data entry.  The call center then 
enlarges the time sheets since the font is too small to read, then scans each document.  It 
takes a week to scan the paperwork.  It was taking so long for data entry that if a person 
took a sick or vacation day, that time never made it into the payroll system by payroll 
deadline, and that employee was overpaid.  Even today, DOC is still not sure how much 
they overpaid in this manner.  DOC reports this problem lasted through the first two years 
of People First’s implementation.124  While DOC does not have an overpayment problem 
now, the agency will never truly know the amount of state funds lost over that two-year 
period because their technology was insufficient.125 

In Texas, not all of the employees had access to computers, and those with computers 
often didn’t have the correct software needed to run AccessHR’s web-based self-service 
system.126  This resulted in increased costs to upgrade the technology.  

Lesson Nine: Spend the time to make the contract as complete as possible 

The contract is guide to what the implementation will do and how it will do it.  The 
contract needs to be complete, and cannot be rushed.  The contract must be inclusive and 
specific, detailing from the implementation process through the testing of the new self-
service system and how to train employees. 

In Florida, the initial contract requirements and expectations were not clear, and the lack 
of focus still haunts the project today.  The state lacked focus about what People First 
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should do.  Thus, DMS gave Convergys limited and unclear guidance on contract 
requirements.127  Ultimately, it is the state’s responsibility to tell the vendor what it 
expects in the project deliverables.  To create strong project development and to realize 
true cost savings, state contract expertise is essential.  Sara Redding-Wilson, Former 
Director, National Association of State Personnel Executives, said, “If you outsource, 
you need to create a job group that manages contracts well.  This is a skill set you don’t 
commonly find in the state government.”128 

As a lesson learned from Florida, in Texas, the contract was very specific and thorough.  
Note, however, that since there was no contract manager in place prior to 
implementation, Texas was unable to provide enough oversight and Convergys did not 
follow the contract completely.129 

Lesson Ten: Implementation does not end when the system goes live 

Change management is constant.  Training and transition are critical components that 
implementers often forget about when designing the implementation framework.  Once a 
system is in place, evaluation and improvement continue ad infinitium. 

Florida underestimated the difficulty and time needed for change management.  Major 
problems included inconsistencies within state policies and the inability to require all 
agencies to follow the same change management decisions.  For example, state agencies 
had different policies in employee payroll, and agency opt-out provisions allowed these 
inconsistencies to continue.  Overall, DMS lacked strong change management provision.  
This left many state agencies taking their change management cues from the vendor. 

In Texas, Convergys trained many employees by PowerPoint presentations and not the 
AccessHR system.  Thus after the switch over to Access HR, many employees were still 
uncomfortable with the new interface.  This in turn reduced productivity.  Texas might 
have avoided this problem with a better emphasis on training and following through after 
the project went live.130 

Wrap-Up and Advice for Future Policymakers 

The private sector has been doing large-scale HRO for years, and the public rarely hears 
about major issues.  Yet the first two large-scale public sector HRO engagements met 
with widespread public criticism.  The government has been borrowing successfully 
implemented private sector ideas for decades.  Why, then, does it seem like the public 
sector has so much trouble implementing practices such as HRO?  The Florida and Texas 
HRO stories help answer this important question.  

Texas and Florida both made many of the same mistakes when implementing their HRO 
engagements.  Examining the lessons learned from the previous section, one major theme 
emerges: business processes in the public sector are different from their private sector 
counterparts, and therefore one cannot simply use the same idea that worked in the 
business world and assume it will work in the government.  
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The first obstacle in implementing private sector best practices in the government is sheer 
size.  Typically, government outsourcing is more complex and involves more people that 
in the private sector.  As illustrated in Table 2.11, Florida’s People First was by far the 
largest HRO deal in the United States in 2003, involving nearly 400,000 people and 33 
different agencies.  The largest domestic private sector HRO deal in 2003 involved Bank 
of America, affecting just 130,000 employees and only one agency.131  Further, the 
Florida outsourced more functions than Bank of America did, and had to deal with a 
variety of autonomous agencies with little central control.  One can find similar stories 
with other governmental outsourcing initiatives, such as the Transportation Security 
Administration or the IRS modernization initiative.  When a private sector vendor comes 
in to work for the government, the gargantuan scale often surprises them. 

 

Table 2.11 

The Largest HRO Engagement in the Public vs. Private Sectors 

 The Largest U.S. HRO Engagements of 2003 

 Public Sector Private Sector 

Purchaser State of Florida Bank of America 

Vendor Convergys Exult 

Number of Agencies 33 1 

Number of Employees 400,000 130,000 

Functions Outsourced Staffing administration, HR 
administration, payroll, and benefits 

Staffing, recruiting, and payroll 

Source:  “The Top 34 HRO Buyer-Provider Relationships,” Human Resource Outsourcing Today, vol. 2, 

no. 2, March 2003. 

Unlike the private sector, many aspects of government business practices are mandated 
by law, and can only be changed by the legislature.  Therefore, governments often feature 
rigid, bureaucratic business processes that are difficult to change.  One of the important 
benefits of HRO is the ability to utilize a vendor’s standardized processes to streamline 
workload and save money.  If a government cannot change its processes to streamline 
them, much of the value of outsourcing is lost.  This was a problem in both Texas and 
Florida payroll systems.  They were unable to take advantage of Convergys’s 
standardized processes because they were unable to simplify their payroll.  When 
planning a HRO implementation, policymakers must be willing to allow agencies to 
standardize and simplify business processes around the vendor’s best practices. 

Beyond the business practices, public sector entities and vendors who work primarily in 
the private sector may have problems communicating with each other.  As President of 
NASPE, James Farrell often advises states on HR transformations.  He explains, “There 
are not as many vendors that do outsourcing that are familiar with the nuances associated 
with the public sector in terms of restrictions that are not present in the private sector.132”  
With HRO, it is difficult finding a vendor with public sector experience.  When Florida 
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was choosing its vendor, none of the bidders had done major public sector HRO work.  
When Texas was making its decision, it chose Convergys over IBM in part because 
Convergys had the public sector experience in Florida.  Without experience working with 
the government, vendors have little idea of what to expect, and can quickly become 
overwhelmed. 

Not all blame for miscommunication lies with the vendors, however.  Governments 
typically do not have much experience in drafting extensive contracts and engaging in 
vendor management.  Florida is an excellent case in point.  During People First, 
Convergys was meeting the demands of the contract, yet Florida still did not find the 
system adequate.  Florida, in turn, needed to draft at least nine contract amendments to 
refine the scope of work to meet its needs.  Texas learned from this.  It spent extensive 
time in the contract-writing phase, drafting a contract that did not need amendments 
down the road. 

The difficulty many governments have in writing contracts may only be an outward 
manifestation of a more serious issue: the inability of governments to articulate their 
needs.  Florida went through both HR outsourcing and a major reorganization at the same 
time.  Perhaps a better option might have involved streamlining and standardizing 
business practices before handing them off to an outside vendor. 

Governments also have difficulty expressing their needs because of lack of process 
ownership.  In a private firm, one CEO reports to one board of directors.  This CEO can 
make and enforce all decisions.  Not so in the public sector, where lines of accountability 
are not so neatly drawn.  Who “owns” HR administration in Texas and Florida?  
Legislators control budget, authorization, mandate many process requirements, and have 
oversight duties.  Politicians in the executive branch, such as the Governor and 
Comptroller, have some ownership.  Then, there is ownership within the agency, 
including both political appointees and career civil servants.  Even making the decision to 
outsource can be confusing.  Sometimes, such as in Texas, the head of a commission can 
make the outsourcing decision.  Other times, such as in Florida, an elected official makes 
that call for the agency.  With no person in charge, it can be difficult to make decisions as 
to what a government needs in its outsourcing engagement.  When a government doesn’t 
know exactly what it needs from an outsourcing venture, it is difficult to define what 
success will look like. 

Another major difference making implementation harder in the public sector is 
ideological differences regarding how big or small the government should be.  In Florida, 
for instance, a pro-privatization governor wanted HRO for not only fiscal and 
management reasons, but also for ideological reasons.  Contrast that to another group 
interested in governmental privatization, public employee unions.  These groups tend to 
feel that almost any outsourcing initiative is inherently bad, again for ideological 
reasons.133  Both Florida and Texas are right-to-work states, and therefore Governor Bush 
and Commissioner Hawkins had few constraints from public employee unions.  Had 
these HRO initiatives been in unionized states, there could have been significant conflict.  
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Yet another key difference between implementation in the public and private sector 
returns us to the Policy Life Cycle Diagram.  That is, policymakers often formulate an 
initiative will little input from those persons who will implement it.  Texas and Florida 
HRO illustrate the importance of this input.  In Florida, the policymaker (Governor Bush) 
mandated HRO, and left it up to an agency (Department of Management Services) to 
implement the decision.  In Texas, the entity mandating the policy was the same entity 
responsible for its implementation (Commissioner Hawkins).  Perhaps this also 
contributed to Texas’s relative success.   

Our political system shows little signs of an abrupt change.  Bills will continue through a 
“commitment point” where they pass from policy designer to policy implementer.  Yet, 
as the Texas and Florida HRO cases illustrate, this handoff makes it difficult to 
implement private sector best practices in the government.  Despite these significant 
challenges, the lessons learned from the Florida and Texas cases translate into a checklist 
for policymakers to consider when designing a policy (see below).  While we designed 
these questions specifically from the lessons of government HRO, the reader will find 
they may prove helpful when undertaking any major government initiative.  

Checklist for Policymakers to Consider When Designing a Policy: 

1. What exactly are we trying to accomplish.  What are the outcomes and 
objectives?  Why are we trying to accomplish it? 

2. Why are we trying to accomplish it this way?  Have we looked at other 
options? 

3. Can we articulate our needs?  Do we understand the business processes 
already?   

4. Have we researched best practices on this topic?  How have we incorporated 
our lessons-learned into our thinking?  Are these best practices appropriate in 
our context? 

5. Is there a project manager?  Who will be in charge of implementing this 
initiative?  Does he/she have the experience to manage this project 
effectively? 

6. Is the time-line realistic?  Have we built in a buffer for possible delays?  

7. Should we do a phased rollout, or implement everything all at once? 

8. Do we have accurate estimates of how much the program will cost or save?  
What hidden costs could we be forgetting?  

9. Will implementing the project require more resources (people and money)?  If 
so, have we budgeted enough money and staff for proper implementation 
(process redesign, software testing, data conversion, transition, user testing, 
evaluation, etc)? 

10. Does the project involve contracting?  If so, do we have the expertise 
available to successfully negotiate and draft the contract?  Do we have the 
expertise to manage the vendor? 
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11. Does the project involve using a vendor?  If so, have we required adequate 
due diligence work to vet vendors successfully? 

12. Have we solicited input from the agency’s employees on the idea? 

13. Will there be resistance by the agency’s employees?  How can we involve 
employees to lessen resistance? 

14. How will this change the way the agency employees do their jobs?  Is that a 
feasible change? 

15. How will we evaluate the effectiveness of this program?  How we will be able 
to change the implementation based on the evaluations?  

16. Once we have implemented this project, how feasible it is to reverse our 
decision?  Is there a “plan B” if the program does not work as planned? 

With the mixed results from the Texas and Florida initiatives, the future of human 
resource outsourcing in the public sector remains uncertain.  Since Texas underwent its 
HHSC transformation, no other governments have undertaken a major HRO initiative.  
While the federal government may look toward some engagements in the near future,134 
as Deloitte Principal Mike Phelan assesses, “HRO at the state government is at present 
dormant.135” 

Yet even if another state never tries HRO again, there are major lessons from the cases of 
Florida and Texas.  With recession impending, governments will increasingly be asked to 
do more with less, and governments will continue to turn to the private sector for ways to 
help them.  We hope that, by studying the lessons of Texas and Florida, and especially by 
utilizing the checklist above, this case study will help governments implement their 
future initiatives more successfully. 
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Chapter 3.  Case Study: Public-Private Partnerships for 

Highway Construction in Texas 

by Andrew Farmer, Fritz Fitzpatrick, Jason Modglin, and Robert Young 

Executive Summary 

As the population and economy of Texas have grown, so have the demands placed on its 
road system.  Through the years, the Texas Department of Transportation (TxDOT) has 
been responsible for continuously improving and expanding the state’s highway 
infrastructure in order to meet that demand.  But by the late 1990s, the traditional 
transportation funding models could not keep pace with rising demand and the design and 
costs associated with highway construction were outpacing inflation.  Therefore, a new 
delivery model had to be found. 

The solution Texas chose was to enable TxDOT to enter into Public-Private Partnerships 
(PPPs) for new highway construction.  PPPs are contractual agreements formed between 
a public agency and private-sector entity that allow for greater private-sector participation 
in the delivery of transportation projects.  One benefit of PPPs is that they enable public 
agencies to tap private sector technical, managerial, and financial resources in new ways 
to achieve certain public agency objectives such as cost and schedule certainty, 
supplementing in-house staff, innovative technology applications, specialized expertise, 
or access to private capital.  In the case of toll roads, the private company builds, 
operates, and maintains the new highway.  In return for these services, the private entity 
gains the right to toll the road in order to recoup their investment and make a profit. 

This case study describes the background and policy development that led to Texas 
House Bill 3588, the legislation that gave TxDOT the ability to enter into PPPs, as well 
as the subsequent implementation of this legislation.  Passage of this legislation was 
dependent on the dual efforts of House Transportation Committee Chairman Mike 
Krusee and Texas Transportation Commission Chairman Ric Williamson.  It was aided 
significantly by new Republican majorities in the House and Senate, increasing 
urbanization and subsequent congestion, and finally a receptive private sector willing to 
engage in infrastructure financing. 

After the passage of HB 3588, TxDOT encountered several difficulties in the 
implementation phase.  PPPs expanded the existing financial and contract management 
responsibilities of TxDOT, a challenge for an organization which felt its primary mission 
focused solely on highway construction and maintenance, not the additional business 
processes required to deliver these new tasks.  

One way to strengthen the odds of success for future project implementations is to study 
past projects.  Upon review of the implementation segments of PPPs in Texas, three key 
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lessons can be provided to any leader or agency attempting a similar type of 
transformation: 

1. Detailed stakeholder management:  TxDOT lacked stakeholder management, 
both internally with staff to understand the new mission, as well as externally, via 
an effective public relations campaign to residents of the state.  Because of this, 
the questions of “what and why” had to be addressed constantly, and no one was 
able to focus on the “how.”  The misconceptions and fears that stalled the 
program may have been avoided if better information was provided to all 
stakeholders. 

2. Alignment of existing skills to new responsibilities:  TxDOT lacked staff with 
the skills necessary to carry out their new mission.  It cannot be assumed that an 
organization that historically has performed well at one task will be able to deliver 
a new servicing offering if an investment in human capital skill is not made.  To 
do this, a gap analysis of skills should take place in order to ensure all required 
tasks are staffed properly. 

3. Leadership that is visionary, as well as empowered:  Throughout 
implementation, leadership and vision came from policymakers, and the initiative 
lacked a true point person, someone within TxDOT with the ability, but more 
importantly, the authority, to make this change occur. 

The case study concludes that TxDOT had a difficult time implementing the policies set 
forth in HB 3588 not because it was bad policy, but because many of the challenges 
associated with the transformation of a large government agency were not addressed up 
front and in detail.  

An Idea for Change 

Wednesday, May 2, 2007: State Representative Mike Krusee looked up at the antiquated 
voting boards in the Texas House of Representatives and shook his head in disbelief.  The 
boards, two on either side of the Speaker’s dais, showed each representative’s name and 
their vote.  A green light signified an “aye” vote and, unfortunately for Krusee, the board 
was awash in green.  Bam, bam.  Speaker Craddick hammered the gavel as the vote came 
to a close—139 “ayes” to one “nay.”  Krusee was the lone dissent.  The bill, HB 1892, 
called for a moratorium on the use of Comprehensive Development Agreements (CDAs), 
a form of Public-Private Partnerships (PPPs) used in Texas to build roads.  Krusee’s 
fervent protests and defense of the practice throughout the preceding days debate was for 
little avail as nearly all of his colleagues (five others would join the aye vote bringing the 
total to 144 out of 150) would reject his solution to Texas’ transportation problems. 

Krusee, his head in his hands, wondered what had changed since 2003.  His legislation 
(HB 3588), which authorized CDAs, had passed with overwhelming support in the 
House.  The final passage vote was 148-0.  At the time it was seen as a breakthrough 
method to fund necessary infrastructure under tight financial restrictions and jumpstart 
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the needed highway construction in Krusee’s district in central Texas and across the State 
of Texas. 

The Central Texas area surrounding the city of Austin, like many major metropolitan 
areas in the United States in the early 21st century, is congested with traffic.  People can 
no longer get from point A to point B without facing the constant headache of traffic 
congestion.  Whether it is traveling from home to work, or around the corner to pick up a 
gallon of milk, trips are taking longer, and greater Austin’s transportation network is 
failing to keep up with the demands of a growing population that has been doubling 
nearly every 20 years.1   The congestion problem had become bad enough that a local 
institution found it such a significant issue that they decided to locate a new facility 
involving thousands of new high-skilled jobs outside the region.  Although the problem 
was recognized by many, it took this event to drive home the point to a local lawmaker 
who realized there needed to be a better way to address the transportation crisis. 

This local institution was Dell Inc., a corporation synonymous with Austin’s business and 
social culture since its founding in 1984 in a University of Texas dorm room.  In 1999, 
Dell announced that a major industrial expansion would not be taking place in the Austin 
region, were Dell is deeply involved in community and philanthropic efforts, but rather in 
Tennessee, an area where the company did not have a previous presence.  Although it 
was never officially given as the main reason for the move, many local political leaders 
believed Dell’s decision was based on the region’s lack of commitment to improve the 
transportation network.2 

State Representative Mike Krusee represents the Texas 52nd Legislative District 
encompassing the area just north of Austin’s city limits, including the City of Round 
Rock, where Dell’s corporate headquarters is located.  It was his district that missed out 
on Dell’s expansion, and because of this, he wanted to deliver a method to improve the 
mobility of his constituents.  To Krusee, the answer was obvious:  build the proposed 
Texas State Highway 130 (SH-130), a limited-access highway paralleling the main 
transportation corridor through Austin (see Figure 3.1).  In many individuals’ minds, SH-
130 was a great idea—it increased traffic capacity through an overwhelmed corridor, 
while improving access to Austin’s east side, the area targeted for growth in Austin’s 
land use plans.3  In fact, designs for SH-130 had been on the books for over 20 years, but 
not a shovel of earth had yet been moved due to funding constraints.  A project of such 
regional significance surely should have been a priority for the Texas Department of 
Transportation (TxDOT), so why had it not yet been built?  Representative Krusee set out 
to find why, and what he received was a crash course in transportation economics. 
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Figure 3.1  

Central Texas Toll Roads 

 

Source:  Adapted from Central Texas Turnpike System. Online. Available: 

http://www.centraltexasturnpike.org/pdf/CTTPSystemMapUpdateOct07.pdf. Accessed: May 1, 2008 
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A Layman’s Course in Transportation Economics 

Lesson #1:  Transportation lacks a reliable funding mechanism 

The funding mechanisms for highway construction date back to the 1950s with the 
development of the Eisenhower Interstate Highway System, and rely heavily on the gas 
tax.  Unfortunately, relying on the gas tax for highway construction is no longer viable 
due to the following constraints: 

1. The gas tax is not a dedicated income source.  Funds are not allocated to specific 
projects.  Revenues go into a general pot subject to the political and other whims 
of the day which are not necessarily the highest priorities.  Furthermore, in Texas, 
portions of gas tax receipts are earmarked for non-highway related programs such 
as funding the Department of Public Safety and campaigns to promote tourism.  

2. Increases to the gas tax are unpopular.  In an age of high fuel costs, increases in 
the gas tax are politically unpopular, and calls for abolishing the tax are often 
heard.  The last increase to the Texas gas tax occurred in 1991 when it was raised 
5 cents from 15 cents to 20 cents.4 

3. The gas tax is not economically efficient.  For an average 25 miles per gallon 
automobile, the state gas tax generates less than a penny per mile driven, no 
matter where the travel occurs.  Therefore, an individual driving over a multi-
million dollar highway interchange contributes the same amount as someone 
driving on a country lane.  This does not correspond to the true value for the 
consumer using any transportation asset. 

4. The gas tax faces limitations moving forward.  Due to increased fuel efficiency 
and increasing energy prices, it is projected that per vehicle gas consumption will 
decrease, thus lowering revenues.  Additionally, since the gas tax is a fixed value 
of 38.4 cents per gallon (18.4 cents federal and 20 cents state tax per gallon ), it 
does not reflect increases in inflation.  For example, $0.384 in 1991 dollars 
represents $0.240 in 2007 dollars, a loss of 37.5% of purchasing power in just 16 
years.  This calculation was developed based on U.S. Department of Labor 
Bureau of Labor Statistics CPI figures.5 

Beyond gas tax revenues, highway construction relies on revenues raised from the sale of 
bonds.   The approval of general obligation bonds are usually up to the voters, and often 
face difficult challenges if the project is not shown to benefit a significant proportion of 
the electorate.  Revenue bonds for construction, backed by tolls collected on highways, 
are easier to approve, but tolling is generally unpopular to the electorate as well, even if 
they will not be required to use the road (as will be explained further in this chapter). 
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Lesson #2:  The cost of highway construction and maintenance has increased rapidly in 
recent years 

Due to explosive growth in developing nations such as China and India, the cost of 
construction materials such as steel and concrete is outpacing the Consumer Price Index 
(CPI).  Additionally, regulations introduced since the 1950s, such as environmental 
reviews and higher safety standards, have added to the overall cost of construction. 

Furthermore, it is becoming much more expensive to maintain roads as they become 
older and more heavily used.  Additional money must be budgeted for maintaining aging 
infrastructure, and this limits funds available for new construction.  In fact, in early 2008, 
TxDOT floated the idea of using most of their $17 billion budget just for maintenance, an 
idea that was shot down by the legislature.6 

Lesson #3:  Transportation agencies have not traditionally been run like businesses 

Transportation agencies have needs and resources, but due to the funding constraints 
listed above, as well as the uncertainty of construction costs, it is difficult, but not 
impossible to accurately anticipate revenues and borrow against them.  Transportation 
agencies find it difficult to borrow money because they must leverage against unclear 
future revenues.  They rarely develop business plans past construction goals and budget 
projections.  They rarely tie the use of roads to gas tax revenues collected.  They have a 
difficult time maintaining infrastructure assets due to political pressures that drive 
construction and maintenance decisions, and this is an additional liability in raising 
funds.7 

Representative Krusee believed that if TxDOT was able to improve its internal business 
operations, such as developing business plans and showing return on investments, it 
could operate more efficiently.  However, without a change in how the market operates, 
these improvements would have little impact.  Comparing the failing transportation 
network to chronic shortages in Communist countries during the Cold War, 
Representative Krusee noted, “Congestion is like a ‘bread line’ because there is only one 
supplier, the government, to the needs of the people.”8  In order to implement a new set 
of rules, the game itself must change.  Thus Representative Krusee set out to discover 
where the new playing field lay. 

Public-Private Partnerships:  A new concept? 

Although many may consider PPPs for transportation construction to be a relatively new 
concept, Representative Krusee discovered that there is historical precedent on a major 
project in American history.  While on vacation in 2002, he read Nothing Like it in the 
World by Stephen Ambrose, a book that recounts the development of the 
Transcontinental Railroad in the 1860s, concurrent with the Civil War.9  A significant 
portion of the book describes how the railroad was financed.  What piqued his interest 
was the relationship between the United States government and the private Union and 
Central Pacific Railroad companies.  If these partnerships could foster the greatest 
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infrastructure project of its time in the midst of a great war, why not apply these lessons 
to the modern transportation crisis in Texas? 

With this knowledge in hand, Representative Krusee began to reach out to others across 
the nation who were addressing similar issues.  One ally he found was Stephen 
Goldsmith, Mayor of Indianapolis, who was nationally known for introducing 
privatization in the public sector.10  Discussions between the two leaders reinforced 
Representative Krusee’s belief there were better ways to solve the transportation 
challenges facing the Austin area and the rest of Texas. 

Through this research, Representative Krusee learned that constructing toll roads through 
PPPs was an idea that has gained traction across the country.  In the 1990s, successful 
projects were completed in Denver (E-470), and outside Washington, D.C., in Virginia 
(Dulles Greenway), among other places.11  Representative Krusee noted that some of the 
benefits of PPPs for highway construction include:12 

• Private companies can build roads much easier because they can borrow and raise 
funds with far fewer restrictions than the government.  Through detailed business 
plans, companies can show they will maintain the asset and repay debt.  

• PPPs provide benefits to governments.  The risk is transferred to the private sector 
instead of future generations of taxpayers, and the government can set the terms 
such as the length of the contract, toll rates, and the ability to raise additional 
capital. 

• PPPs often provide upfront funds to governments in the form of concession fees 
which governments are free to spend on what they see fit, often additional 
construction projects. 

Although these toll roads had proven successful in other parts of the country, could they 
work in Texas? 

 

Figure 3.2 

What Are Public-Private Partnerships? 

The United State Department of Transportation  has provided the following definition of Public Private 
Partnerships: 
 
Public Private Partnerships are contractual agreements formed between a public agency and private sector 
entity that allow for greater private sector participation in the delivery of transportation projects.  
Traditionally, private sector participation has been limited to separate planning, design or construction 
contracts on a fee for service basis – based on the public agency’s specifications.  Expanding the private 
sector role allows the public agencies to tap private sector technical, management and financial resources in 
new ways to achieve certain public agency objectives such as greater cost and schedule certainty, 
supplementing in-house staff, innovative technology applications, specialized expertise or access to private 
capital.  
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The private partner can expand its business opportunities in return for assuming the new or expanded 
responsibilities and risks.  Some of the primary reasons for public agencies to enter into public-private 
partnerships include: 

• Accelerating the implementation of high priority projects by packaging and procuring services in 
new ways;  

• Turning to the private sector to provide specialized management capacity for large and complex 
programs; 

• Enabling the delivery of new technology developed by private entities; 

• Drawing on private sector expertise in accessing and organizing the widest range of private sector 
financial resources;  

• Encouraging private entrepreneurial development, ownership, and operation of highways and/or 
related assets; and,  

• Allowing for the reduction in the size of the public agency and the substitution of private sector 
resources and personnel. 

 
In conclusion, USDOT uses the term PPP for any scenario under which the private sector assumes a greater 
role in the planning, financing, design, construction, operation, and maintenance of a transportation facility 
compared to traditional procurement methods. 

Source:  United State Department of Transportation Federal Highway Adminstration, PPPs Defined. 

Online. Available: http://www.fhwa.dot.gov/PPP/defined.htm. Accessed: May 1, 2008. 

 

Could PPPs be the way for SH-130? 

Representative Krusee realized that the construction of SH-130 was crucial to the 
economic health of his district and quality of life of his constituents, but also knew that 
the project could only happen in the near future if performed as a PPP, and thus as a toll 
road.  Risking a great amount of political capital in a district that may oppose toll roads, 
he threw his support behind the SH-130 project as a PPP.  But what was needed next was 
the legislation that would allow the project to happen. 

Through his own “education,” Representative Krusee became something of an expert in 
PPPs for transportation construction in Texas, something that would not go unnoticed by 
individuals working in parallel at TxDOT and other Texas political entities. 

Are Toll Roads in Texas a New Thing? 

Although Public-Private Partnerships for the construction of highways in Texas may be a 
new concept, toll roads have been around since 1953 when the Texas Turnpike Authority 
was established.  Major early projects included the Dallas-Fort Worth Turnpike (1957) 
and the Dallas North Tollway (1968).  Although tolls from Dallas-Fort Worth Turnpike 
were removed in 1977 when construction bonds were retired, the authority continued to 
build and operate toll roads.  In 1997, the authority transferred all assets in north Texas to 
North Texas Tollway Authority (NTTA).13  In 1983, the Harris County Toll Road 
Authority was established and began construction of projects in the Houston area.  Toll 
Road Authorities have also been established for Fort Bend County, Brazoria County, and 
Montgomery County. 
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Additionally, in 2001 the State Legislature established Regional Mobility Authorities 
(RMAs), which are is a political subdivision formed by one or more counties to finance, 
acquire, design, construct, operate, maintain, expand or extend transportation projects.14  
These projects may be tolled or non-tolled.  RMAs have been established for Central 
Texas, Northeast Texas, and additional areas where Toll Road Authorities did not already 
exist. 

 

Figure 3.3 

Traditional vs. PPP Building of Roads 

  Traditional PPP 

Concept Local or TxDOT Demand Local or TxDOT Demand or 
Proposal by Private Entity 

Authorization By Local and TxDOT Agreement 

Financing Appropriation or Bonds from 
Locals or TxDOT 

Private Investment 

Environmental 

Concerns 

Identified and Mitigated by TxDOT 

Design TxDOT or Private Entity 

Ownership State or Local Government Asset 

Construction By Private Construction Company 

Standards High Quality Road Built to TXDOT's Standards 

Free or Toll? May be free or toll road depending on financing requirements 

Toll Rate Set by Local RMA Agreed to in Contract 

Maintenance State or Local Entity 
Responsible 

Private Entity Responsible 

 

 Design: TxDOT and Texas Road Building in Transformation 

A Change in Leadership in the Legislature and TxDOT 

So what were the key tipping points in transforming TxDOT from the engineer mentality 
of a road-building agency with appropriated money in hand to a transportation finance 
and development agency that builds and manages roads with private sector funds and 
know-how?  In 2002-03 several forces joined to accelerate this transformation of the 
relationship between the State of Texas and Public-Private Partnerships relationship. 

By far, one of the two most important transformative factors was the sheer force and 
personality of former state legislator Ric Williamson coming on board as a TxDOT 
Commissioner in 2001, who had the full confidence and backing of Texas Governor Rick 
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Perry.15  From the start of his administration in December 2000, Governor Perry spent 
considerable time and political capital bringing transportation issues to the forefront and 
calling for a massive infrastructure campaign in order to position Texas to be 
economically and otherwise competitive in the future.16  Governor Perry believed in the 
wisdom of using PPPs in transportation projects as a means to both finance and expedite 
needed improvements in the state’s transportation infrastructure.  To accomplish his 
goals, Perry elevated the can do-will do Williamson to TxDOT Chairman in 2004. 

 

Figure 3.4 

The Texas Department of Transportation Commission 

The Texas Transportation Commission is a five-member board appointed by the governor to oversee 
TxDOT, one of the state’s largest agencies with over 11,000 employees and offices in every county across 
the state.17  The Commission is responsible for: 

• Planning and making policies for the location, construction and maintenance of state highways. 

• Overseeing the design, construction, maintenance and operation of the state highway system. 

• Developing a statewide transportation plan that contains all modes of transportation, including 
highways and turnpikes, aviation, mass transportation, railroads, high-speed railroads, and water 
traffic. 

• Awarding contracts for the improvement of the state highway system.  

• Encouraging, fostering and assisting in the development of public and mass transportation in the 
state. 

• Adopting rules for the operation of the department. 
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Figure 3.5 

The Texas Department of Transportation Organization Chart 

 

Source: Adapted from the Texas Department of Transportation. Online. Available: 

http://www.dot.state.tx.us/about_us/org_chart.htm. Accessed: May 1, 2008. 

 

In addition to the entrance of Ric Williamson as the governor’s point man, three other 
significant developments in 2003 helped create an environment conducive to the 
transformation of TxDOT.  

1. There was a change in party leadership at the Texas Legislature when 
Republicans gained control of both branches of the legislature. 

2. There was a growing acceptance nationwide of using PPPs for infrastructure 
development.  Additionally, private banks continued to spend time and energy 
selling the PPP concept to state and city governments. 

3. The growing population in Texas increased pressure on existing transportation 
infrastructure, requiring significant investment in existing and future assets. 
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Although Texas is generally thought of as a traditionally conservative state, the Texas 
House of Representatives did not come under Republican control until after the 2002 
election.  Given Texas’ weak governor/strong legislature model (despite being in session 
for only 140 days every two years), the ascension of Perry allies Republican Speaker 
Tom Craddick and Transportation Chairman Krusee lessened the opposition to the idea of 
PPPs in Texas.  This opened the door for former Texas House Representative Williamson 
to leverage his decades of relationships to first help craft a bill (HB 3588) and then use 
that bill to begin transforming TxDOT into a next-generation transportation agency.18  
This next-generation TxDOT would rely heavily on PPPs to expand the funding base and 
expedite transportation projects throughout Texas. 

In the state of Texas, large construction-management companies as well as the large 
investment banks on Wall Street stoked the interest in PPPs as the private-sector groups 
shopped various investment vehicles to state and city governments in Texas and across 
the country.19  The deals were usually structured with attractive upfront lump-sum 
payments, known as concessions, to governments for entering into multi-decade PPP 
construction and management agreements.20  The recent success of the E-480 in Denver 
and Dulles Greenway in Virginia also helped to justify the proposed radical changes in 
how the legislature and TxDOT would fund particular construction and management 
projects in the future. 

One of the reasons Perry turned to PPPs as a driver of his new transportation vision was 
because they could raise the revenues that the existing gas tax no longer provided.  As 
previously mentioned, the gas tax in recent years was becoming less and less effective at 
providing adequate funding transportation projects all during a time when Texas 
highways were becoming increasingly congested.  Texas was experiencing some of the 
fastest population growth in the nation, overwhelming existing assets, adding to already 
severe congestion in the states cities.  Contrary to popular perception, Texas is a densely 
populated state with most of its citizens concentrated in just a handful of urban areas.  
Texas has three of the 10 biggest cities in the United States and over 19 million of 24 
million total Texans live within the “Golden Triangle” with Dallas, Houston, and San 
Antonio as their points (see Figure 3.6).  This triangle is an area smaller than the state of 
Ohio.21  So while TxDOT may have one of the largest, best maintained, and respected 
highway systems in the country, that system is severely overtaxed within and between 
densely populated urban areas.  



61 

Figure 3.6 

The “Golden Triangle” Area of Texas 

 

Source:  Original figure. 

 

Ric Williamson’s and Mike Krusee’s Transportation Visions 

Ric Williamson, a former Texas House Appropriations Committee Chair, had a larger 
than life persona and an over-bearing style that engulfed nearly everyone who came into 
contact with him.  In the 1980s, Williamson was a leader of a band of appropriations 
legislators (along with then representative-now-governor Rick Perry) called the “pit 
bulls,” who wielded great clout as they aggressively held the line on spending in a series 
of state budgets.  The energetic Williamson, or “Nitro” as his legislative buddies called 
him, had a commanding presence with his timeless buzz cut and constantly darting eyes 
that hinted at the rapid-fire activity going on in his always calculating mind.22 
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Ric Williamson grew up in a bustling oil town just west of Fort Worth.  And Williamson 
thought like an oilman, usually coming up with big ideas and using big muscle to get the 
tough job done.  Oilmen think in terms of rights-of-way and economies of scale to reduce 
cost.  They think about where the black gold is, where the refineries are located, and how 
they are going to get it there for the lowest price.  When he was appointed TxDOT 
Chairman in 2004 Williamson, with Governor Perry’s blessing, used his prominent 
position to promote their shared vision of the future of transportation in Texas, the Trans-
Texas Corridor (TTC), a multi-modal highway, railway and pipeline that would bypass 
congested urban areas. 

Both Governor Perry and Chairman Williamson wanted to address the looming 
transportation crisis in the state, and they both were fond of big “out of the box” thinking 
to solve daunting problems.23  In elevating Williamson’s appointment at TxDOT from 
commissioner to chairman, the governor further transferred the prestige and backing of 
his office with the expectation that Williamson would “do what it takes” to break through 
the legislative and other logjams to create a new vision for building more highways in 
Texas that worked.24  Perry and Williamson’s new transportation vision came to fruition 
in HB 3588 of the 2003 legislative session. 

The bill analysis for House Bill 3488 states: “In 2002, Governor Rick Perry announced 
the Tran-Texas Corridor Plan (TTC), which calls for TxDOT to build 4,000 miles of 
multimodal corridors connecting major metropolitan areas over the ensuing two decades.  
The 1,200-foot-wide corridors would contain highways, toll roads, rail lines, and a 
variety or utility lines all located parallel to each other in the same right-of-way.  Cost 
estimates range from $145 billion to $184 billion.25  Texas modified the long-standing 
“pay-as-you-go” (largely funded by gas-tax revenues) policy for transportation funding.  
The new legislation allowed for new tolling equity or unreimbursed spending on toll 
projects, authorized regional mobility authorities (RMA’s), and created the Texas 
Mobility Fund, a revolving state bond.”26 

The TTC drew some negative attention as some private citizens and other groups 
opposed it as an attempted a private “land grab” by the government or other more 
nefarious motivates were assigned to the TTC initiative.  In addition to serving as a 
lightening road for the NIMBY (Not In My BackYard ) movement, as years passed the 
TTC became a soapbox for many advocacy groups who feared it was part of a greater 
conspiracy to link Canada, Mexico, and the U.S. with an extensive system of highways 
built and financed by foreign governments and companies.27 

Simultaneous with Ric Williamson’s expanded role at TxDOT, Representative Krusee 
was hand-picked by Speaker Craddick to become the chairman of the powerful House 
Transportation Committee.  As mentioned earlier, Krusee was neither an oilman nor an 
old legislative warhorse.  He was a generation younger than Perry and Williamson and 
came from the rapidly growing suburban city of Round Rock.  While Williamson was 
endeavoring to fulfill the governor’s transformative transportation vision, Krusee was 
busy trying to figure out a way to build more highways around Round Rock and prevent 
another Dell-sized job exodus.28  His need for PPPs to build SH 130 would complement 
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nicely with the governor’s need for a financing method to build the Trans-Texas 
Corridor. 

Representative Krusee had a vision of a next generation TxDOT as an economic engine 
that provides adequate infrastructure for Texas to continue to develop.  This meant that 
the organization would not only continue to build and maintain highways in the tradition 
of the venerable gas-tax financed system, but was also capable of performing as an 
advanced contract management agency that worked with the private sector to raise the 
capital to build road years before the old gas-taxed based system could ever hope to start 
laying pavement.29  Separate from Ric “Nitro” Williamson’s legislative strategy, Krusee 
crafted a two-pronged approach to getting his ideas through the legislature.  First, he 
introduced dozens of small transportation bills in the legislature and later one 
comprehensive bill in the hopes that he would eventually gain traction in the legislature. 

Through HB 3588 Krusee also wanted to strengthen partnerships between TxDOT and 
different regions to get them some of the money they needed quickly with the expectation 
that the locality would find additional funds on its own.30  This development is in stark 
contrast to the all or nothing mentality that TxDOT previously operated under, where 
TxDOT would not start a program until the state agency had all the necessary funds to 
complete the project.  Local authorities or Regional Mobility Authorities (RMA) were 
often times better equipped then TxDOT to gauge local support and need for particular 
projects then TxDOT was. 

If HB 3588 could pass, would all of these ideas become a reality?  If so, how would they 
be implemented? 

Commitment Point: Passage of HB 3588, 78th Texas Legislature, 2003 

HB 3588, the Texas Legislature’s comprehensive transportation bill, was signed into law 
by Governor Rick Perry on June 22, 2003.  The bill “would integrate existing and recent 
transportation policies with new initiatives and financing mechanisms designed to 
accelerate project delivery and to generate additional cash flow.”31  Earlier that year, the 
chairman of the House Transportation Committee, Mike Krusee, hired John Langmore, 
an attorney on sabbatical from Caterpillar Inc., to be his committee clerk and the 
shepherd for Krusee’s overall vision for a next generation transportation plan for the 
State of Texas.  Langmore and most clerks are often relied upon to play a powerful role 
in making sure their boss’ legislation makes it out of the committee, through the 
legislative process, and ultimately to the governor’s desk to sign despite their lack of a 
vote in that process.  He had originally drafted 20 separate pieces of transportation 
legislation but as the session waned it seemed all would be unsuccessful.  

Faced with the potential of fighting several losing battles, House Transportation 
Chairman Krusee and TxDOT Chairman Williamson combined their dual interests for 
public-private partnerships and the Trans-Texas Corridor into one omnibus bill, HB 
3588.  Governor Perry also agreed to the all or nothing strategy.  With the combined 
backing of the governor and TxDOT, Krusee was able to pass a massive bill that would 
charge TxDOT with fundamentally changing the way it delivers roads and provide for the 
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largest expansion of infrastructure development in the United States since the 
construction of the Interstate System.  The final bill that was adopted varied from current 
state law by: 

• Authorizing the designation, building, and operation of the Trans-Texas Corridor, 
a 4,000 mile network of roads meant to supplement the state’s existing interstate 
system; 

• Expanding the powers and duties of Regional Mobility Authorities, which are the 
local entities necessary for building and operating transportation infrastructure in 
and around the state’s urban areas; 

• Authorizing Comprehensive Development Agreements and spending to facilitate 
these contracts;  

• Increasing highway bonding authority; and 

• Allowing the use of new financing tools like concession agreements and pass-
through tolling to build large transportation projects. 

Implementation Challenges 

When HB 3588 became effective on June 22, 200332 it was heralded as: 

• “the new era of transportation funding” by The Bond Buyer;33 

• “a momentous shift in the way Texas addresses its transportation needs” by Civil 
Engineering News;34 and 

• “… the future of highway finance and it works” by Robert Poole of the Reason 
Foundation.35 

Overnight, Transportation Chairman Krusee and House Transportation Clerk John 
Langmore were instant “celebrities” destined, it would seem, to live out their days 
touring the country “bringing the good work done in Texas” to the rest of the world.36  
The bill was used as the model for transportation initiatives in California, Virginia, 
Florida, and many other DOTs that found themselves facing reduced revenue and higher 
demand. 

While many on the legislative side basked in the accolades of their accomplishment, the 
Texas Department of Transportation had to figure out how to implement House Bill 
3588.  In order to get an initial framework with which to operate under, the agency 
adopted a series of 23 rules that were completed in the summer of 2004.37  Langmore 
noted that as full implementation began “the chinks in the veneer of success were starting 
to show.”38  The problems with implementation that went unanticipated were that the bill 
did not require any reorganization of TxDOT employees who would perform new roles 
related to PPPs outside of their traditional expertise.  Engineers, whose expertise was 
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designing and building roads, were now asked to be marketers, negotiators of complex 
deals, and experts at public-private contract management.  The transition to a new scope 
of work at TxDOT was further hampered by a lack of both external and internal 
communication about the changes directed by HB 3588 affecting the general population 
and the employees at TxDOT.  In 2005 and 2006 there were several instances of TxDOT 
employees showing up at citizen forums, angry and demanding to know why the new 
policy was outsourcing to foreigners and tolling for roads already paid for with public 
moneys.39  Finally the mounting political outcry against Governor Perry, Chairman 
Williamson, the TTC, and PPPs nearly killed the policy in both the 2005 and 2007 
legislative sessions.  

TxDOT Slow to Adapt 

By law, the State of Texas directs that, “TxDOT, in cooperation with local and regional 
officials, is responsible for planning, designing, building, operating and maintaining the 
state's transportation system.”40 

The agency, one of the largest and most respected DOTs in the nation, has over 90 years 
of building and maintenance experience on nearly 80,000 miles of roads.  Civil engineers 
at both the state and district level comprise the management of the agency.  Daily 
operations are run by an executive director and a five -ember board of commissioners 
called the Texas Transportation Commission. The commission performs the following 
policy-making functions required by law: 

• Enters into agreements with private entities that offer the best value for the state; 

• Seeks ways to grow existing revenue to the agency (such as state and federal 
appropriations) and create alternative sources of revenue for the agency; 

• Enters into agreements with Regional Tollway Authorities;  

• Borrows money; 

• Adopts rules for the operation of the department; 

• Separates responsibilities between policy-making for the commission and 
management to the executive director and agency staff; 

• Plans and makes policies for the location, construction, and maintenance of a 
comprehensive system of state highways and public roads; 

• Divides Texas into 25 districts and appoint areas engineers to perform the duties 
of the agency; 

• Makes recommendations to the executive director when hiring civil engineers; 
and 

• Hires the executive director.41 

The structure of the agency is built on the traditional financing of “pay-as-you-go” which 
relies on gas taxes and appropriations to build roads.  In the past, these sources of revenue 
are relatively stable ensuring that the agency’s engineers had funding from the initial 
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planning stages all the way through to maintenance of a roadway.  By contrast, HB 
3588’s comprehensive development agreements (CDA) allowed for the outsourcing of 
the design, construction, operation and maintenance of a road project.42  This left the 
engineers at the agency with the task of planning for these roadways and ensuring that the 
CDA, which is a binding contract, was in the best interest of the state of Texas.43  The 
task of managing multi-billion dollar contracts through multiple vendors and lending 
institutions with no ability to correct the initial plans later in the process was outside the 
traditional skill set of engineers at TxDOT who had in the past overseen projects from 
concept to maintenance.  Implementation of PPPs pushed them to the limits of their 
ability.  Further complicating this new responsibility was the fact that the executive 
director and all district engineers are required by law to be registered professional 
engineers and often lack the needed contracting and budgeting skills associated with the 
new HB 3588 responsibilities.44  As Commissioner Houghton points out, the lack of 
individuals with experience in financial and contract management still remains a 
shortcoming for TxDOT.45  

Ric Williamson’s Response 

“Most people assumed Ric could do everything. And most of the time…he did.” 
 - Lawrence Olsen, Texas Good Roads & Transportation Association.46 

Chairman Williamson, seeking the know-how to get the job done and seeing that the 
department lacked the resources to properly implement CDA contracts, relied heavily on 
outside experts to deliver the best agreements for Texans. When contracting with the 
Spanish-based Cintra-Zachary for the first CDA contract, TxDOT hired acclaimed 
transportation infrastructure attorney Geoffrey Yarema, from the law firm of Nossaman 
Guthner Knox & Elliott LLP.47  Not only would Yarema’s 28 years of experience in 
transportation financing be crucial to these negotiations, his appointment by United States 
Secretary of Transportation Mary E. Peters, to the National Surface Transportation 
Infrastructure Financing Commission (Krusee sits on this commission as well48) would 
give TxDOT greater access to more national exposure and expertise.  Additionally Dye 
Management Group and Deloitte Consulting were hired in 2007 to “to conduct 
independent assessments of our management and business operations”49 in preparation 
for a full audit by the Texas Sunset Commission prior to the Sunset process scheduled for 
2009.50 

The assessment found many of the deficiencies in skill sets identified herein with a focus 
on how the decentralized nature of TxDOT, due in large part to the autonomy of the 
districts, limits the sharing of knowledge.  The Deloitte audit report states, “Separate 
district and Mobility Initiative organizations make it unlikely that knowledge, skills, and 
abilities being developed by those employees in the Mobility Initiative are being 
transferred throughout the organization.  Without an assessment of skills required for 
Mobility Initiative roles, any new skills or new combination of skills are unlikely to be 
reflected in career paths, training, and leadership development programs.  Furthermore, 
TxDOT does not have a standard approach regarding the knowledge transfer from 
contractors and consultants with specialized skills to TxDOT’s employees.”51 
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TxDOT was not alone in this bold new territory; many DOTs around the country who 
had adopted similar provisions were grappling with the difficulties of negotiating with 
multi-national corporations that were well-versed in CDA contracts from their 
experiences in Europe and Australia.  One of the most embarrassing gaffes due to the 
lack of a standard contract involved a provision in a comprehensive development 
agreement that prohibited the State of Texas from building any roads that ran in parallel 
directions to a road constructed by a PPP because this could endanger the potential 
revenue of the private toll road.52  The learning process was so rife with pitfalls that some 
early contracts were intentionally withheld from the public, until the state Attorney 
General required their disclosure, overriding the denial of an open-records request by 
TxDOT.53  Ultimately, TxDOT officials were held accountable for making contracting 
errors when these contracts were closely scrutinized in the media or by third parties.  This 
ultimately led to the construction of better CDAs that avoided previously made mistakes. 

Trans-Texas Corridor draws ire from some TxDOT Employees 

In addition to the agency’s engineers feeling threatened by outsourcing of their traditional 
roles, there was a general perception that many rural TxDOT employees were opposed to 
the Trans-Texas Corridor.54  Because of the highly decentralized nature of the agency, 
many district managers were unaware of the sweeping impact the corridor and the 
associated new financing mechanisms could have on the transportation system in their 
area until the proposed map was unveiled by Chairman Williamson (see Figure 3.6).  
Employees, particularly in rural areas, did not understand why changes were taking place 
that would, as they perceived, supplant the already established Interstate System.  The 
original proposed right-of-way land needed for the TTC was projected at a half-mile wide 
swath through many parts of Texas where the previous long standing norm were two lane 
highways.55  So not only did the proposal require building on hundreds of thousands of 
acres of farmland but internal and external critics felt its tolls could also be too costly for 
the residents of that area to use on a regular basis.56 

But with Chairman Williamson at the head of the Transportation Commission, the 
official position of state government in Austin was “pro-tolls and pro-TTC.”  This created 
a difficult position for a few rural district engineers that felt the project did not benefit 
their districts.57  For some this official line was one they could not toe, for others it was 
perceived as an impediment to advancement within the agency. 
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Figure 3.7 

Model of Trans-Texas Corridor, January 2002 

Source: Adapted from the University of Texas Perry-Castañeda Library Map Collection 

(http://www.lib.utexas.edu/maps/texas/trans_texas_corridor_2002.jpg). 

 

The Public Education Campaign  

Without relying on PR professionals, Williamson moved ahead with publishing maps 
(like Figure 3.6) that produced various monikers ranging from the relatively sympathetic 
“swiss cheese” to “the largest land grab in Texas history” by detractors.  Langmore and 
others thought a PR firm would be necessary to craft a public education campaign but 
their concerns were not heeded.  Meanwhile, Chairman Williamson, Governor Perry, and 
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the agency had felt that the public would see the genius of their solution.58  Furthermore, 
in the past, TxDOT rarely had to go to the public and actively pitch their plans; rather, 
they were used to being greeted with open arms in the communities where their major 
projects were being undertaken because they provided jobs, economic development, and 
mobility. 

 

Figure 3.8 

Past Success for TxDOT’s Public Relations Campaigns 

“Get the farmers out of the mud”:  Campaign for Texas’ farm-to-market roads in 1949 (7 years 
before Eisenhower’s Interstate System).  Arguably this campaign was successful because it 
didn’t face a broad opposition and was fueled by the populist slogan dating back to 1910s.59 
 
“Don’t mess with Texas”:  Anti-litter campaign launched in 1986.  Named “America’s Favorite 
Slogan” by national poll in 2006.60  Success is measured by recent studies reporting “that 
roadside litter has dropped by 33 percent since 2000”.61 

 

Though a formal PR campaign may not have avoided the firestorm of public scrutiny, it 
may have dulled its effect on general public opinion toward the TTC.  What was once 
perceived as scattered opposition to toll roads ballooned into large blocs opposed to the 
TTC and PPPs, fueled by events like: 

• The initial public map of the Trans-Texas Corridor and its potential area acquired 
through eminent domain; 

• TxDOT seeking to block an open records request of the Cintra-Zachary contract 
for the initial scoping of TTC; 

• A former lobbyist for Cintra-Zachary joins Governor Perry’s staff prior to the 
2005 session to direct the governor’s transportation legislation;62 and 

• A proposal to toll portions of SH-183 in Austin shortly after it was constructed 
with gas-tax dollars as a free road. 

In Central Texas, activists built internet Web pages and blogs to spread the information 
coming out of the public hearings of the Central Texas Regional Mobility Authority 
(CTRMA), the local entity with the ability to enter into comprehensive development 
agreements.63  These bloggers, activists, and regular citizens started to exert significant 
influence over public opinion because TxDOT was not countering their claims as 
effectively as they were publishing theirs.  Blogs gradually evolved into substantial 
grassroots organizations that staged well-publicized rallies, packed public hearings with 
concerned citizens, and actively campaigned for candidates opposed to the TTC and 
tolling.  The mainstream media began to frequently report on these blogs and Internet 
accounts.  Tolling brought opposition from urban and other Democrats and the TTC 
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brought opposition from rural Republicans.  This broad spectrum opposition created a 
fire-storm that TxDOT was unable to effectively douse, leading some political leaders to 
rethink their previously held positions. 

 

Figure 3.9 

Profile of Anti-Toll Road Activists 

• Sal Costello, suburban Austin resident, Established the People for Efficient Transportation 
PAC in 2004, launched the  http://www.texastollparty.com/ website, and launched The 
Muckraker blog at http://salcostello.blogspot.com.  

• Hank Gilbert, rancher in northeast Texas, Ran for Agricultural Commissioner as a 
Democrat in 2006 General Election, lost; Stump speech and podcact on TTC posted at 
http://www.hankgilbert.com/ttc.htm.  

• Terri Hall, suburban San Antonio resident, established the San Antonion Toll Party in 2005 
and Texans Uniting for Reform and Freedom in 2006, contributes most of the writing to the 
blog at http://www.satollparty.com/post/. 

• Linda and David Stall, rural Central Texas residents, established CorridorWatch.org in 
2004; David ran for Texas State Senate District 18 as Republican in 2006 Republican 
Primary, lost; posts news and commentary at http://www.corridorwatch.org/.  

 
 

Changing Politics Further Limited Implementation 

Within the agency, the void between policy-making at the commission level and 
management at the engineer level was creating conflict.  Many engineers thought the new 
transportation plan embodied in HB 3588 was a poor policy, while some commissioners 
felt the implementation of policy was being run poorly.  The conflict of engineers versus 
the commission resulted in many retirements from the agency.64  And although attrition 
was gradually bringing more engineers in line with the commission, any organization is 
hurt by the loss of institutional knowledge when it loses long-standing employees. 

Outside the agency, the 2006 gubernatorial race was “becoming a referendum on the 
Trans-Texas Corridor.”65  Governor Perry had three opponents all whom vowed to stop 
the policy in its tracks.  For the plan to survive past the initial contracts already awarded, 
Governor Perry would have to be reelected or the next governor would need to have a 
change of heart.  Perry’s reelection efforts were made that much harder when State 
Comptroller Carole Keeton Strayhorn, a Republican turned Independent, emerged as one 
of his three opponents.  

The office of the Comptroller acts as the state bursar and is therefore in the unique 
position in Texas government of overseeing all activities that involve money.  With the 
Comptroller as an opponent of the TTC and CDAs, lines between official statements 
coming out of her state office and campaign rhetoric were seemingly blurred, both 
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lending a significant amount of credence and data to the charges of waste, fraud, and 
abuse coming from the opposition movements.66 

 

Figure 3.10 

Comptroller Strayhorn’s Comments from May 31, 2006, Press 

Conference 

• “Texas property belongs to Texans, not foreign companies.  Texas freeways belong to Texas 
companies.” 

• ”Apparently, the governor and his transportation chairman believe that what a foreign 
company wants, a foreign company gets,” she added. “And Texans have no say over our 
freeways and critical infrastructure.” 

• “Perry's ... Trans-Texas Corridor, which I call a trans-Texas catastrophe, is going to be 4,000 
miles long,” she said. “More mileage than Texas' 3,200-mile share of the interstate system.” 

Source:  John Moritz, “Toll-road issue growing heated,” Fort Worth Star-Telegram, June 1, 2006. Online. 

Available: http://corridornews.blogspot.com/2006/06/strayhorn-apparently-governor-and-his.html. 

Accessed: April 10, 2008. 

The two other candidates, Democrat Chris Bell and Independent Richard “Kinky” 
Friedman, also made the abolition of the TTC a marquee issue of their campaigns.  
Though Governor Perry would go on to win the election by a plurality, the damage was 
done.67  The Governor and Chairman Williamson had lost the trust and confidence of the 
majority of Texans on the Trans-Texas Corridor.  The 2007 legislative session was to be 
an all-out assault on the TTC, TxDOT, and its Chairman, Ric Williamson. 

2007 and the Moratorium  

Representative Krusee was prepared for pushback on expansive transportation vision.  He 
had successfully defended the policy in 2005 by managing a compromise bill, HB 2702, 
which curtailed TxDOT and the Regional Mobility Authority (RMA) powers while still 
maintaining the bulk of law passed by HB 3588.  Krusee thought support in the House of 
Representatives for PPPs would hold, but that the Senate would be an issue.  Since 2003, 
he had lost the support of HB 3588’s Senate sponsor, then-transportation Committee 
Chairman Senator Steve Ogden, a Republican from central Texas.68  Ogden was strident 
in his criticisms, even going so far as to say, “I’m trying to correct the sins of the past!”69  
However, since Senator Ogden had taken a new post as the chairman of the powerful 
Senate Finance Committee, he would no longer have immediate discretion over a 
transportation-related bill.  That responsibility would be held by Republican Senator John 
Carona, the new chairman of the Senate Transportation Committee. 

Senator Carona had developed his position on Public-Private-Partnerships based on a 
situation in his Dallas district.  A conflict between the North Texas Tollway Authority 



72 

(NTTA) and TxDOT arose over what was best for the transportation needs of that 
community and State Highway 121.  Prior to this event, the NTTA had a history of 
building tollways and converting them to free roads once the tolls had paid off the debt.  
Their proposal for SH-121 was to do just that but there was competition.  The 
construction firm Cintra had proposed a concession CDA which would allow for an 
upfront payment to TxDOT and the NTTA.  The NTTA would lose their ability to build 
the road unless they could make a larger payment than the Cintra concession.70  The 
NTTA did just that with a $3.3 billion payment to TxDOT.  TxDOT charged that they 
had essentially jeopardized the fiscal health of their organization and limited their ability 
to build future roads because they would be taking on the risk usually reserved for private 
entities and investors in a PPP.71  The NTTA will eventually build SH-121 but Senator 
Carona wanted other local jurisdictions to have the ability to veto CDA proposals, 
TxDOT recommendations or at minimum have concession fees be weighted less in the 
overall proposal process.  Corona actually felt that the billion-dollar concession fees 
offered by a CDA to build the road were tantamount to a bribe.72  For PPPs to survive 
another legislative session (2007-2008) proponents would now need to come to a 
compromise with Senator Carona. 

By February 13, 2007 (nearly a month into the 2007 session), TxDOT Chairman 
Williamson had not even met with Chairman Carona to iron out their differences.  In a 
House Transportation hearing where Chairman Williamson was addressing the 
committee, Chairman Carona made a surprise visit in hopes that the face-to-face meeting 
could get the process moving.  On multiple occasions, the senator requested such a 
meeting to address his concerns, but Williamson agreed to nothing.  This led Carona to 
state: 

It is this kind of lack of commitment and artful dodging for something as basic as 
an appointment to meet with you that causes the hostility and the friction that 
exists right now... It is tragic that we have come to a day in Texas politics, at least 
as it exists in transportation policy, that any disagreement with your views, and I 
presume the views of the commission, would result in your unwillingness to ever 
meet.73 

In an effort to bring TxDOT to the senator, the Senate Transportation and Homeland 
Security Committee held a hearing on March 1, 2007.  Carona booked the Capitol 
auditorium for the event and let it be known that any and all public testimony would be 
heard all day from 8:30 AM to 5:00 PM.  In total 104 citizens provided verbal testimony 
with another 614 people registering their opposition to PPPs or the TTC.  Senator Carona 
also accepted 965 pieces of written testimony in opposition to both plans.  Opponents 
seized their opportunity and held a protest march on the following day, Texas 
Independence Day, with thousands attending.74  It would signal the beginning of the end 
of PPPs and the TTC if proponents couldn’t reach a compromise soon. 

On the House side, a revolt to place an all out moratorium on PPPs and the TTC was 
being led by a rural representative in Senator Ogden’s district.  Republican 
Representative Lois Kolkhorst, a relatively young and well-liked member, would lead the 
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effort along with many of her rural colleagues to make sure the TTC was not infringing 
on their constituents’ land.75  The expertise and honesty of Chairman Krusee was being 
directly attacked on the floor as the House sought to rollback “his” HB 3588.  The first 
moratorium bill, HB 1892, passed out of the House 137-2.76  Krusee was crushed.  
Governor Perry would veto HB 1892 forcing all parties back to the table in time to pass a 
softer moratorium bill, SB 792, that integrated many of Chairman Carona’s concerns.  
The moratorium remains in place until 2009, affecting the bid process of all new CDAs 
not specifically exempted by the bill.77  The legislation would have the added effect of 
“sunsetting” the authority for TxDOT to enter into CDAs unless reauthorized by 
legislative action.  For TxDOT to be able to retain this authority past 2009, they will have 
to show the Texas legislature that this policy is worth continuing. 

Results 

The expanded authority of HB 3588 has allowed for TxDOT to negotiate a series of 
CDAs in Austin, Dallas, Fort Worth, and the San Antonio metro areas.  In addition, 
development plans for the Trans-Texas Corridor along Interstate 35 and the proposed 
Interstate 69 have also begun. 

 

Table 3.1 

Signed Comprehensive Development Agreements 

Date Signed Project Developer Type of PPP Description 

June 19, 2002* SH 130 Lone Star 
Infrastructure 

Design-Build Runs parallel to Interstate 35 east of 
Austin. To be incorporated into 
Trans-Texas Corridor 35. Completed 
April 30, 2008. 

Fall 2004 SH 45 SE Zachry 
Construction 

Exclusive Dev. 
Agreement 

Connects Interstate 35 to SH 130. To 
be completed in early 2009. 

Mar 11, 2005 TTC-35 Cintra Zachry Strategic Partner/ 
Master Dev. 
Agreement 

Agreement to plan Trans-Texas 
Corridor 35 from Dallas to San 
Antonio. 

Jan 27, 2006 Statewide Toll 
Integrator 

Raytheon   Integrated the Dallas and Houston toll 
way authorities electronic billing tag 
into an overall state system called 
TxTag. 

Mar 22, 2007 SH 130 
(Segments 5, 6) 

Cintra Zachry Concession Connects Interstate 10 east of San 
Antonio to SH 45 SE. To be 
completed in 2012. 

Cancelled 
(Aug 23, 2007) 

SH 121 Cintra Concession Detailed Above. 

Adapted from:  Texas Department of Transportation, Comprehensive Development Agreements. Online. 

Available: http://www.dot.state.tx.us/services/texas_turnpike_authority/pub_priv_partnerships.htm. 

Accessed May 5, 2008. 
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*Note:  The SH 130 contract was initially entered into with the Texas Turnpike Authority, which had 

development agreement authority prior to HB 3588.  The contract was amended when HB 3588 

become effective. 

 

Re-evaluation:  Recommendations for Improved Implementation 

As described above, the implementation of HB 3588 to further the use of PPPs in Texas 
for highway construction was not a smooth process.  An outside observer can look at 
what transpired and find different parties in all phases of project design and 
implementation to blame.  Through numerous interviews, literature reviews, and other 
forms of research, three key themes emerged that explain the challenges faced throughout 
the implementation of this program, and what could have been done differently to avoid 
some of the pitfalls encountered.  These themes included the fact that TxDOT: 

• Practiced poor stakeholder management, both internally with staff to understand 
the new mission, as well as externally, via an effective public relations campaign 
to residents of the state;  

• Lacked the staff with the skills necessary to carry out the new mission; and 

• Relied on a leader with the vision, but not necessarily the correct skills to 
implement the transformation. 

The following section goes into greater detail about what could have been done if 
TxDOT was able start from scratch, and have another chance to implement HB 3588.  
These lessons can be used by other government executives who face similar challenges. 

Detailed Internal and External Stakeholder Management 

As mentioned earlier, TxDOT did not effectively communicate why change was taking 
place, both to its employees as well as the public at large.  From the beginning of the 
transformation process, employees were not aware of why TxDOT was doing business in 
a different manner, and as with any organization where change is taking palace, a lack of 
communications resulted in confusion, uncertainty, and worst of all, fear.  To combat 
this, an organization undergoing a massive transformation needs to be upfront about what 
is happening, and why.  TxDOT could have achieved this in a number of different ways: 

• Regular messages from executives informing the rank-and-file workforce of what 
the long-term strategy was, and more importantly, what changes would be taking 
place in the immediate future.  These messages could take the form of memos, 
newsletters, seminars, or training depending on how the intended audience best 
received information.  Furthermore, the messages should be crafted to specific 
audiences (such as engineers, road crews, accountants, etc.), and allow for two-
way communication opportunities where questions could be sent back up the 
chain of command in a safe environment. 
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• Constant reminders to all employees that their jobs are not in jeopardy due to 
change.  To most members of an organization, the terms “outsourcing” and 
“privatization” are loaded words, particularly when introduced in conjunction 
with the presence of new “consultants” or “contractors.”  Executives must 
demonstrate how new resources brought into an organization compliment the 
existing skill sets, and are intended to provide more efficient delivery, not the 
replacement of existing services. 

• Communicate simple goal and mission statements related to the transformation 
that all employees understand early in the process.  As previously mentioned, 
there were instances of TxDOT employees appearing in public opposing the new 
priorities of the agency because they were poorly informed.  The TxDOT 
Strategic Plan 2003-200778 addressed the concept of PPPs, but did not 
communicate the concept in a clear and concise manner.  It was not until 2006 
that TxDOT published a document (TxDOT:  Open for Business – Comprehensive 
Development Agreements) that summarized the main benefits and issues 
associated with PPPs.79 

These are only a few of the methods available to improve internal stakeholder 
management, a topic that has been studied in other texts in great detail.80  The important 
takeaway is to understand that because TxDOT was slow to recognize the importance of 
internal stakeholder management, a number of implementation issues that could have 
been easy to manage became much more problematic.  It should be noted that when 
appointed Executive Director in 2007, Amadeo Saenz was aware of these issues, and 
began improving internal communications procedures.81 

Analogous to internal stakeholder management issues, TxDOT was not proactive in 
addressing communications with the public as well.  As mentioned earlier, TxDOT 
leadership decided against conducting a formal PR campaign to roll out the introduction 
of PPPs and the TTC to citizens, and this decision may have proved to be one of the great 
obstacles to successful project implementation.  Opposition to any controversial new 
policy is commonplace and expected (opposition to toll roads in Texas is well 
documented), but without having the correct vehicle to explain the virtues of PPPs, 
TxDOT missed an opportunity to get out in front of the people and describe why this was 
good policy. 

Leaders must anticipate potential arguments to any decision they make in order to be 
prepared to defend their position.  They cannot assume something that they see as 
common sense in their own minds will be interpreted by others in the same manner.  Ric 
Williamson and others at TxDOT made this mistake and paid dearly for it.  
Understanding the sensitive nature of toll roads and the privatization of government 
assets in Texas, the following messages should have been expressed more clearly: 

• The rising costs of highway construction coupled with flat revenues from 
traditional funding sources such as the gas tax has necessitated the need for 
innovative financing methods to expedite the construction of roads the needed for 
all Texans. 



76 

• Public-Private Partnerships provide one such tool for TxDOT to move forward on 
projects that are stalled due to the lack of funding. 

• Although projects constructed via PPPs require tolls, the government has controls 
built into contracts to manage toll rates so that they do not become unaffordable to 
Texas citizens.  Additionally, the private sector has their own incentives to keep 
tolls at a rate that will not price drivers off of the roads. 

• The PPPs Texas plans to engage in are not a form of “double-taxation,” they are 
intended to finance the construction of roads that do not currently exist.  Although 
the idea of tolling of existing assets has been mentioned, it is an issue that needs 
to be debated separate and is not the intent of the current legislation (HB 3588). 

Although the points articulated above would not satisfy all detractors, by making them 
more apparent at the beginning of the process could have aided the effective 
implementation of this transformation. 

Additionally, a key issue that occurred due to the lack of an effective public education 
campaign was the linking of PPPs to the TTC, two independent issues that became 
interconnected in the minds of most citizens.  Numerous demonstrations have occurred 
on the grounds of the Capitol in Austin rallying against the “land-grab” that the TTC 
would necessitate, a topic that strikes a chord with many Texans.  Although tolling is just 
a component of the TTC, many individuals piggyback on these events using the platform 
to speak out against any type of project that involves the use of tolls for new 
construction.82  This results in negative attitudes towards PPPs, and even if most 
individuals accept that fact that tolling may be a necessary fact due to budgetary 
constraints, the vocal minority protesting “double-taxation” makes tolling and PPPs a 
political hot potato.  This increased political scrutiny was a driving factor for legislators 
to call for the partial moratorium in 2007.  If TxDOT and other actors had separated 
construction projects built via PPPs from the issue of the TTC, they may have been more 
successful in pushing projects forward during the period from 2003 to 2008. 

The issues described show the importance of communications and stakeholder 
management to the implementation of any project.  Government executive engaging in 
any transformative process can learn from TxDOT’s mistakes in not being proactive in 
their communications plans. 

Alignment of Existing Skills to New Responsibilities 

As previously mentioned, TxDOT is an organization comprised mostly of engineers, led 
by engineers.  Although contract and financial management had always been a 
component of many functions TxDOT performed, HB 3588 added a whole new set of 
added responsibilities in this arena.  TxDOT had neither the capacity, nor the required 
skill sets in house to address the new contract and financial management responsibilities.  
This issue was not properly articulated to the legislators developing HB 3588, thus the 
legislation did not provide any provisions for TxDOT to reorganize their staff and 
supplement their in-house capabilities to address these challenges. 
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Despite the fact that TxDOT is full of intelligent and dedicated individuals, not having 
the required skill sets within the organization to tackle the new responsibilities proved to 
be a major obstacle for project implementation.  Employees who had traditionally worked 
on developing highway cross-sections or finding the best way to rehabilitate a 50-year 
old bridge were now being asked to manage complex relationships between the 
government and private entities, a task they were neither qualified for nor interested in.  
While this was occurring at the micro-level, TxDOT executives, who are required by law 
to be professional engineers, were also coming to the realization they were now 
managing an agency with an added responsibility that they had not been properly 
prepared to address.  At all levels of the organization, TxDOT was having difficulty 
living up to the expectations set forth in HB 3588, expectations that were new and quite 
different. 

The key takeaway from this part of the story is the need for a gap analysis of skill sets to 
occur when any organization is taking on a new responsibility.  It cannot be assumed that 
an organization that historically has performed well at one task will be able to deliver a 
new servicing offering if an investment in human capital skill is not made.  In this 
instance, the following steps could have made the transition of TxDOT from primarily a 
highway construction and maintenance entity to a full service contract and financial 
management shop much easier: 

• HB 3588 should have clearly designated TxDOT’s role in the contract and 
financial management requirements associated with the implementation of Public-
Private Partnerships.  If necessary, this role could have been supplemented with 
capabilities of other state agencies that had experience in dealing with these types 
of partnerships.  

• Existing TxDOT employees interested in the career advancement opportunities 
afforded by contract and financial management could have been identified and 
trained properly to perform this function.   

• If TxDOT still lacked the expertise needed to perform the new requirements, 
individuals well versed in contract and financial management could have been 
recruited into the organization.  

• Legal requirements for high-ranking TxDOT employees to be professional 
engineers could be relaxed in order to bring executive level expertise in contract 
and financial management.  Although it is important for the Executive Director to 
have an engineering background since it primary mission of TxDOT is still to 
build roads, a number of talented individuals who do not have all the engineering 
certifications required could have helped TxDOT in this transitional period.  

Leadership that is Visionary, as well as Empowered 

Throughout all phases of the lifecycle of this initiative, the introduction of Public-Private 
Partnerships as a tool to deliver new highways in Texas has had tremendous leadership 
and vision from individuals such as Governor Perry, Chairman Williamson, and 
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Representative Krusee.  These men found a solution to a difficult problem facing their 
state and constituents and were able to set it on a path to success.  It must be recognized 
though that these individuals are policymakers, and from the beginning this initiative at 
TxDOT lacked a true point person, someone within the agency with the ability, but more 
importantly, the authority, to make this change happen. 

A single individual tasked with implementing this transformation could have solved 
many of the problems encountered throughout the process.  This individual is not 
necessarily the Executive Director of TxDOT, whose responsibilities are much greater 
than those associated implementing the requirements of HB 3588, but someone at 
TxDOT who could perform the following functions: 

• Provide a clear line of communications between policymakers, TxDOT 
commissioners, and other TxDOT staff. 

• Be the eyes and ears of project implementation and act as an honest broker when 
describing successes and challenges. 

• Make high-level decisions affecting the use of internal resources and capabilities.  

• Have the ability to request resources from outside the organization in order to 
make transformation happen. 

• Have authority to make staffing and hiring decisions in order to deliver all 
required responsibilities. 

Due to HB 3588, TxDOT faced a major transformation, but never had a single individual 
identified to lead them through this change.  No one was there to say “yes we can” or “we 
need help to do that.”  Because of this, the implementation of HB 3588 often ran into 
problems that were unknown to political, and unable to be corrected internally at TxDOT. 

A major change in any organization requires a leader with the vision, but more 
importantly the authority to make it happen.  A key lesson is not only to identify this 
individual, but to put them in a position where they can succeed, and give all necessary 
support to make it happen.  When responsibility is clearly defined, the chances of 
problems slipping through the cracks are mitigated. 

Conclusion 

It is our hope that governmental managers, when tasked with implementing a PPP or any 
type of large transformation, will be able to draw lessons from this case study about the 
challenges that a shift in their delivery model will bring.  HB 3588 charged TxDOT to 
ultimately to do more by using new financial tools to deliver new highway construction 
faster than the status quo model.  But this was a challenge for an organization who had 
historically felt its primary mission focused solely on highway construction and 
maintenance, not the additional business processes required to deliver these tasks through 
a PPP.  The lack of transformation in personnel and structure limited the full 
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implementation of the policy shift.  Evaluation of TxDOT’s ability to implement the 
policy, prior to the legislation becoming law, may have resulted in legislators providing 
needed authority and resources for implementation.  Regardless of legislative actions, the 
management of the agency should have been more proactive in addressing the 
weaknesses of their agency’s structure and skill set before implementing a PPP.  The 
lessons learned by the agency since 2003 have resulted in management confronting the 
lack of stakeholder management both internally with staff and externally through public 
relations campaign to residents of the state.  Where there were deficiencies in staff skills 
necessary to carry out the new mission, the agency promoted from within their ranks 
those who possessed the skill sets to be effective engineers and manage relationships 
between government and private entities engaged in a PPP.  TxDOT’s reliance on 
Chairman Williamson resulted in the agency relying on skill sets found outside the 
agency to assist in the implementation of HB 3588.  Though initially this outsourcing 
resulted in a lack of oversight by stakeholders and policymakers, the agency staff gained 
valuable experience and is now better equipped to implement a PPP than they were 
before. 

Throughout this implementation, two individuals were integral to its success so it cannot 
be overstated their value in seeing this policy continue.  Sadly, on December 30, 2007, 
Chairman Ric Williamson died of a heart attack.  In a prophetic June interview with 
Texas Monthly’s Paul Burka, Williamson had said of being chairman, “I’ve had two heart 
attacks, and I’m trying to avoid the third one, which the doctors tell me will be fatal.”83  
His impact on the agency and state policy was monumental in its visionary scope but it 
was also a handicap to implementation.  The other champion crucial to defending the 
policy in the legislature was Chairman Krusee.  In November 2007, Representative 
Krusee announced his retirement from the Texas Legislature.84  Though he denies it, his 
reelection in 2008 might have been in serious jeopardy given his 2006 opponent held him 
to 50.4 percent without significant funding or campaigning.  His opponent had attacked 
him on one issue:  HB 3588. 

There is speculation that Governor Perry would appoint him to the Texas Transportation 
Commission and possibly to chairman after the passing of Williamson but this action 
cannot take place until 2009 when he would be out of office after a new legislature 
convenes.  That legislature will address the regular Sunset Review of TxDOT, its ability 
to enter into CDAs, and how to fund Texas’ long term transportation needs.  It will be a 
daunting task for both TxDOT and the legislature, and they will be doing it without the 
policy’s two most influential people. 

Although Representative Krusee expended a tremendous amount of political capital 
leading the charge for PPPs and HB 3588, his efforts were not in vain.  As of May 2008, 
construction of SH-130 in the Austin area is nearly complete, with the opening of the 
third and fourth of a total of six segments.  Although time will tell if the highway will 
provide desired congestion relief throughout the metropolitan area (it is not yet a true 
bypass since it does not connect with IH-35 on the south side of town),today the process 
of delivering the highway can be considered a success.  The project is more than $400 
million under budget, and a year ahead of schedule.85  If Texas continues to believe that 
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the tools offered through HB 3588 and PPPs are a viable option for meeting the state's 
long-term transportation needs, it can point to this project as an example to replicate for 
future success. 
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Chapter 4.  Case Study: Shining Light on Sunset 

by Ashlynn Holman, Raenetta Nance, Colleen Tran, and Lisa Wilson 

Executive Summary 

Accountability and reducing waste in government is a simple idea with potentially 
difficult implementation.  One method of implementing government accountability and 
waste-cutting measures is sunset legislation.  Through regularly scheduled reviews, 
sunset legislation automatically abolishes government agencies, programs, and regulatory 
boards, unless a bill passes to extend the life of the entity. 

Since sunset was first implemented in Colorado in 1976, 44 states have initiated sunset 
legislation in some form; yet only 25 states have retained this legislation.  Of the states 
with active sunset legislation, Texas stands out due to its long-standing broad scope 
review process that has served as a model for sunset legislation in other states.  Digging 
deeper into the Texas sunset process reveals interesting elements of successful program 
review and evaluation within state government. 

During its history, the Texas Sunset Advisory Commission developed a review process 
that focuses on statutory review criteria.  In general terms, Texas Sunset reviews focus on 
what an agency is doing; how an agency has functioned in the past, how it is fulfilling its 
purpose, and how it is using available tools; and overall agency transparency.  Using this 
review process as a tool, the Texas Sunset Advisory Commission has sunsetted 52 
agencies during its 30-plus year history. 

The true longevity of sunset legislation in Texas lies not with the number of agencies 
abolished, but rather in the key factors of success for government accountability and 
waste-cutting legislation via sunset: 

• Committed leadership; 

• Strong staff capabilities; 

• Political champions; 

• Strong legislative support; 

• Time and space for substantive work; 

• Flexibility; and 

• Bipartisan support for government reform. 

These elements have contributed to the success of sunset legislation in Texas and serve as 
guidelines for similar government accountability legislation elsewhere.  The combination 
of the elements of success leads to an effective mechanism—sunset legislation—for 
government reform.  
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Why is Sunset Important? 

History has provided policymakers with an arsenal of evaluation and improvement 
mechanisms including zero- and performance-based budgeting, the federal Government 
and Performance Results Act, Vice President Gore’s National Partnership for 
Reinventing Government, and the Grace Commission.  Government reform initiatives 
have varying life expectancies and mixed results in terms of long-term success.  The 
problem such entities seek to remedy is that governmental programs and agencies seem 
to mushroom out of control.  Although state and federal legislators have the power to 
abolish or modify such agencies, inertia and lobbyist pressure means this exercise is 
rarely used.  If opposing government growth remains popular in political circles, why do 
evaluation models so often go extinct?  Are they simply doomed to fail in American 
systems of governance?  Can we find outliers that have succeeded in effectively 
providing long-term utility? 

The sunset concept addresses a perennial complaint about government programs.  
Agencies often assume a life of their own and become divorced from the reasons they 
were created and the citizens who approve them.  Like an antibiotic fighting off an 
infection, the sunset process breaks the grip of familiar committee chairs and interest 
groups and infuses the legislative process with public participation and transparency.  
Sunset legislation generally provides for periodic termination of government agencies, 
programs, regulations, and spending authority unless affirmative legislative action 
continues them.  As a result, sunset turns the legislative process upside down because 
killing a proposed law is easier than passing one.  On paper, state legislative bodies and 
the Congress have all the power they need to make radical changes to the agencies they 
oversee, but slashing budgets and programs makes for quick enemies and harsh 
headlines.  Sunset is not only action-forcing, it affords constituent-minded representatives 
an escape hatch: “Sorry buddy, the fact that your program is worthless is proven and in 
the public view, what can I do about it now?”  

The states with the longest record of continuous and vigorous Sunset Commissions in 
operation are Texas and Colorado.  Texas has a broad-scope review process, while 
Colorado only evaluates regulatory and licensing agencies.  Additionally, Texas is a large 
and politically charged state with many agencies and commissions.  These, and many 
other factors, make the Texas Sunset Advisory Commission the perfect Petri dish in 
which to analyze the sunset concept.  Other states have used the Texas model as a guide 
in implementing their own sunset laws and if the Texas Sunset Advisory Commission is 
truly successful at its mission, this experiment in the Lone Star State may prove to be a 
model for federal and other state lawmakers. 

Origin of the Sunset Process 

During the late 1970s, the political mood across much of the United States was one of 
eliminating government waste and making government more responsive to the people.  
The zero-based budgeting movement of the Carter Administration pointed to problems 
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with government waste.  These sentiments were further cemented by the holding-
government-accountable attitude of the Reagan Administration in the early 1980s.  

The Colorado Chapter of Common Cause, a public advocacy group, conceived the idea 
of sunset.  Craig Barnes, a young Denver lawyer, developed the idea from some notepad 
scribblings during a Common Cause meeting.1  In an interview with the Wall Street 
Journal, Barnes took credit for naming the automatic termination model: “It’s like the end 
of the day for these agencies, and it’s inexorable.”2  In the late 1970s, National Common 
Cause made sunset one of its national legislative priorities, which means there was a 
formidable lobbying force in Washington and state capitols.3  Barnes made an appearance 
before the U.S. Senate to explain the concept of sunset legislation in 1978.4 

Colorado was the first state to enact sunset legislation in 1976, the same year that the first 
federal sunset legislation was proposed.  Since then, 43 additional states have enacted 
some form of sunset legislation.5  The development of various sunset laws across the 
country occurred in a climate where much attention focused on tightening legislative 
control over agencies.  Most obvious, was the zero-based budgeting system initiated 
under former Governor Jimmy Carter in Georgia and since adopted by several other 
states.6  Zero-based budgeting reverses the traditional incremental budgeting process by 
making departments and agencies justify every expenditure starting from zero.  Sunset is 
simply a different mechanism targeting the same result by doing a top-to-bottom 
assessment on a regular basis.  The idea quickly caught on and support for zero-based 
budgeting and sunset laws found its way into the 1976 National Democratic Platform. 

With its pro-consumer and anti-big government agenda, sunset quickly positioned itself 
as an idea that was easily sold to both conservatives and liberals.  For liberals, the 
promise of public involvement and the chance to tackle issues long protected by 
corporate-sponsored lobbying groups proved to be an opportunity too good to miss.  
Topped with a sprinkle of election year pizzaz, this magical concoction was appealing to 
politicians in all levels of government and from both sides of the aisle.  To capture the 
attention of advocacy groups, sunset was structured to break down the walls of 
consolidated political power and Gucci-wearing special interest groups.  For political 
leaders, an added benefit was that sunset law had great promise to provide legislators 
help with campaign fundraising.  After all, the agencies that come before the sunset 
scalpel regulate and often protect special interest groups.  Whatever the reason, by 1976 
the sunset self-destruct concept had what political scientists call “respectability in the 
policy making field.”7 

Beginnings of Texas Sunset 

In the early 1970s, Texas State Representative Gus Mutcher championed the importance 
of public involvement in response to a scandal involving the speaker of the house.  A 
desire to know what was going on blossomed quickly, and the Open Records Act was 
added to the Texas Government Code in 1973.  An embryonic version of what would be 
known as sunset is evident in the self-destruct clause born during the 1974 Texas 
Constitutional Convention.  The self-destruct clause, a constitutional provision that all 
state agencies automatically cease to exist after no more than ten years at a time unless 
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the Texas Legislature acted to continue their existence, was defeated with the rest of the 
proposed constitution.8  Almost two years later, the Joint Advisory Committee on 
Government Operations in Texas, led by Lieutenant Governor Bill Hobby and Speaker 
Billy Clayton, recommended that the next Texas Legislature pass a “sunset” law.9  
According to House Speaker Clayton, “The whole reason for the sunset process is to see 
if the agencies are serving the people.  Who is better able to do that than a person whose 
job it is to make sure people are being served properly?  I don’t see how you could go 
wrong with that kind of input.”10  The Hobby-Clayton Commission only planned to apply 
the sunset law to less than half the number of state agencies.  But as the saying goes, 
everything is bigger in Texas. 

In 1976, Common Cause constructed an issues agenda poll, which reported that 76 
percent of the candidates for the Texas Legislature said they supported sunset 
legislation.11  In 1977, the legislature passed SB 54, the Texas Sunset Act, establishing a 
12-year life span for 175 agencies, boards, and commissions; each must secure new 
legislation for their continued existence, or ride off into the proverbial sunset.  What 
came out of that session was a self-enforcing mechanism, placing on each agency the 
burden of demonstrating its usefulness and efficiency.  If the agency fails in this effort, 
the “sun sets” on its existence.  If the agency succeeds, it is once again placed on the 12-
year cycle for reexamination along with any new agencies that may be created. 

 

Figure 4.1 

Example of Sunset: Apple Storage in Colorado 

The Colorado Department of Agriculture was required to license and regulate 
any facility that stored apples using special controlled atmosphere storage 

(storing in Freon or ammonia instead of chilled air).  During the 1994 review, 
sunset staff discovered only one such facility existed in the entire state and was 

never inspected or charged a licensing fee.  “The apple industry has been 
successful without [a licensure and inspection program], which is excellent 

evidence that no such regulation is necessary.” 

Source:  Based on Colorado Department of Regulatory Agencies, Office of Policy and Research, Sunset 

Review of Controlled Atmosphere Storage of Apples (Denver, Colo., June 1994). 

 

Sunset Across the United States 

Sunset legislation has been enacted in 44 states since Colorado’s pioneering legislation.  
Of those 44 states, 12 have repealed sunset legislation and seven have been suspended or 
become inactive.12  So, what has become of the remaining 25 states with a sunset review 
process? 
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Scope of Sunset Legislation:  Broad versus Narrow 

Not all sunsets are created equal.  Varying scope amongst different states’ sunset 
legislation leads to different advantages and disadvantages.  Among states with sunset 
legislation, the scope of sunset reviews falls into two categories:  broad scope where the 
review process covers state agencies and regulatory and licensing boards; and narrow 
scope where review is confined to regulatory and licensing boards only.  The distribution 
of states with broad versus narrow scope sunset review processes, along with those 
repealing or suspending legislation, is illustrated in Figure 4.2.  

 

Figure 4.2 

Current Sunset Legislation in the United States, 2008 

Source:  Created by authors based on references in Appendix F. 

 

As in Texas, broad scope sunset review processes have statutory authority to review all 
state agencies, as well as regulatory and licensing boards.  This broad scope leads to 
comprehensive reviews that evaluate programs holistically, often resulting in more 
efficient and effective reviews.  For example, the recent review of the Department of 
Citrus by the Florida Joint Sunset Committee was not confined only to the Department of 
Citrus, but included analysis of potential overlap with the Citrus Commission and the 
Department of Agriculture and Consumer Services.13 

But it is not always sunny with broad scope sunset reviews.  Review of large state 
agencies can bring on heavy lobbying from special interest groups.  Many 
recommendations are altered, even deleted, due to lobbyist sway.  Additionally, the idea 
of automatic abolition of large state agencies can become unpopular—many would agree 
that agencies like a state Department of Transportation or Department of Education are 
necessary, though possibly in need of radical reorganization.  When reviewing large 
agencies in Florida, sunset recommendations focus on duplication, efficiency, and 
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performance of activities, the same criteria for regulatory and licensing board reviews; 
however large agency recommendations focus more on programs within agencies than on 
agency abolition.14 

Narrow scope sunset reviews have pros and cons as well.  By limiting narrow scope 
reviews to regulatory and licensing boards (or other select state entities, per statutory 
authority), staff can focus attention on useful recommendations with less influence from 
intense lobbying.  Special interest group lobbying can still be present during reviews, but 
small licensing boards are less likely to draw significant lobbyist attention.  Additionally, 
narrow scope reviews often include more flexibility to adapt and reallocate personnel 
time and resources than broad scope reviews.15  The narrower review scope allows for 
ease in reprioritizing reviews based on various factors, including availability of staff and 
demand for recommendations. 

On the other hand, narrow scope sunset reviews are limited, by definition.  Narrow scope 
reviews exclude the large aspects of government where recommendations most 
influential to the average citizen can be made.  For instance, the average Coloradan may 
see more tangible impacts from recommendations to improve the Department of 
Transportation (though this agency is not reviewed), than sunset recommendations for the 
Colorado State Boxing Commission or the Licensing of River Outfitters.  These narrow 
scope recommendations rarely trigger large changes in government efficiency and 
effectiveness. 

Florida: Sunset in the Sunshine State 

The original sunset legislation in the state of Florida was the Regulatory Reform Act of 
1976 (later renamed the Regulatory Sunset Act in 1981), enacted to review programs 
prior to automatic abolition.  Additionally, the statute required the committee to 
“recommend continuation, modification, or termination” and, in 1982, established criteria 
for review.16  In 1992, the act was repealed due to the high cost of useful reviews, less 
substantial recommendations following the first review, and the time intensity of 
reviews.17 

After being repealed in 1992, sunset made a comeback with the 2006 Florida 
Government Accountability Act, in response to citizen desire for more government 
accountability and less waste.  The act, championed by Florida State Representative Ray 
Sansom (R-Destin), was modeled after Texas Sunset and private sector management 
ideals of reevaluating program existence.  According to Rep. Sansom, the new Florida 
sunset review process “isn’t a book that’s going to sit on the shelf… this is an action plan 
for Florida.”18 

The 2006 Florida Government Accountability Act details the sunset review process, 
evaluation criteria, and a review schedule.  During evaluation, reviews by the Florida 
Joint Sunset Committee staff focus on three main criteria: 

1. Duplication of tasks between agencies and programs. 

2. Overall efficiency. 
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3. Performance of activities.19 

This Joint Sunset Committee was created under the new sunset legislation and is 
scheduled to complete the first set of reviews by July 1, 2008.  This Florida Joint Sunset 
Committee completes broad scope reviews of state departments, agencies, water 
management districts, and higher education advisory committees.20 

Among the sunset reviews scheduled to finish July 1, 2008, is the Department of Citrus, 
the agency that focuses on “marketing, research, and regulation of the Florida citrus 
industry.”21  Though it has national visibility through commercials and marketing 
campaigns, the Department of Citrus is actually one of the smaller state departments, 
functioning as a single entity; other large Florida agencies have as many as 20 to 50 
programs within each agency.22  Review of the Department of Citrus included analysis of 
overlap with the Department of Agriculture and Consumer Services, effectiveness of 
activities, and challenges for the department due to issues with hurricanes, crop disease, 
and land use.  Based on these goals, advantages and disadvantages of continuation, 
combination, and elimination options for the Department of Citrus activities were 
detailed to aid with Sunset recommendations.23   

This type of clear sunset review process has been successful in Texas and has created a 
solid foundation for future sunset reviews in Florida.  Though the first try ended in 
repeal, sunset in the Sunshine State seems to have developed a review process, based 
largely on that in Texas, which may help facilitate more effective and useful sunset 
recommendations in the future. 

Sunset of Sunset Legislation 

What has caused 19 states to either suspend or repeal sunset legislation over the years?  
Studies suggest that several factors contribute to the eventual sunset of sunset legislation, 
including: 

1. Failing to reduce the size of government and/or not saving money. 

2. “Wearing down” of legislators due to heavy lobbying. 

3. Small payoff for the large workload of commission members and staff. 

4. Review process is time intensive and detracts from other legislative work.24 

These factors were present in the original Florida sunset review process, leading to repeal 
of the act in 1992.  To minimize the effect of these factors, some suggest changes to the 
sunset process itself:  focus on a flexible and goal-oriented review process; ensure strong 
support of the legislature; and carefully select criteria for review.25  In fact, some states 
subject the sunset commission itself to sunset review. 

A clear sunset review process is essential to the success of recommendations, and 
therefore, sunset legislation.  The key components of a successful sunset review process 
are review criteria, like those of Texas and Florida.  Analysis of various sunset review 
processes reveals that a lack of specific review criteria can create negative results:  
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1. Fewer tangible recommendations that are useable by agencies. 

2. Apathy and lack of passion in those involved with the review process. 

3. A general sense of unimportance and vagueness.   

An unorganized sunset review usually does not yield recommendations that make sense 
or serve a tactical purpose, from the agency perspective.  A hazy process can lead to less 
efficient reviews and time wasted by sunset staff, as well as an atmosphere of apathy.  
Development of a clear sunset review process aids with implementation of legislative 
oversight goals and helps to mitigate these negative results. 

How the Sunset Process Works in Texas 

The Texas Sunset Advisory Commission is a 12-member board comprised of legislators 
and public members appointed by the Lieutenant Governor and the Speaker of the House 
of Representatives.  A skilled staff of researchers and analysts supports the Commission 
by conducting assessments and providing recommendations for agencies under review.26  

The Texas Sunset Act provides that agencies go through a review process every 12 years.  
Agencies created after 1977 have sunset provisions written into their enabling 
legislation.27  Through the years, the sunset process has eliminated or consolidated many 
agencies and programs.  There are currently roughly 130 agencies subject to the sunset 
process and each session between 20 and 30 agencies undergo a review.  Legislation is 
filed to continue or modify an agency, which is automatically terminated unless 
continued by the Legislature.  The 12-year review cycle is not a rigid criterion.  Some 
feel that allowing legislators to move agency termination dates is an indicator of a flawed 
system; others contend that this affords the Texas Sunset process greater flexibility. 

Figure 4.3 illustrates the Sunset Commission Review Process. 
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Figure 4.3 

Texas Sunset Commission Review Process 

 

Source:  Adapted from Sunset Advisory Commission, Guide to the Texas Sunset Process (Austin, Tex., 

January 2008). 

 

Sunset Texas Style 

Sunset legislation language varies among states, but the underlying purpose is always 
oversight.  In Texas, the Sunset Act has several unique components developed over the 
years to enhance the efficiency and comprehensiveness of the review process.  The Texas 
Sunset Act sets out specific statutory criteria that must be considered when reviewing an 
agency.  Analyzing how these criteria have been altered over time helps us understand 
the evolving nature of sunset in Texas.   

The first Texas Sunset Act included the following criteria:28 

• Efficiency:  The Agency provides only those services necessary by agency 
mandates and at lowest cost. 

• Effectiveness:  They must properly interpret and translate objectives stipulated in 
statue.  

• Less restrictive or alternative methods:  The current methods of operation are 
necessary and adequately protect or serve the public 

• Overlap and duplication:  They demonstrate awareness of other organizations and 
they deliver services without duplication. 

• Statutory changes:  Ensure that the regulatory statues are enforced and that they 
protect the public.  
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• Complaints:  Developed administrative processes, which make it possible to 
handle complaints in an effective and timely manner.  

• Public participation:  Keep general public well informed and are responsive to 
changing demands. 

• Equal employment/privacy:  Complied with requirements of both the state and 
federal government. 

• Conflict of interest:  All board members and employees are informed of conflict-
of-interest requirements. 

• Open records/open meetings:  Complied with Open Meetings and Open Records 
Act. 

• Federal impact:  Assess whether or not the abolition of the agency would result in 
federal intervention or loss of federal funds. 

The 2008 statutory sunset criteria, in Chapter 325.011 of the Texas Government Code 
now include:29 

• Efficiency and Effectiveness:  Combination of the original efficiency and 
effectiveness criteria.   

• Mission, Goals and Objectives:  This criteria requires agencies to identify and 
address their own mission, goals, and objectives.  

• Additional Agency Activitiese:  Activities that are granted, in addition to those 
already in statue.  

• Agency Fees:  Assessment of the agency relating to fees, inspection, enforcement, 
and penalties.  

The Texas Sunset Act requires agencies scheduled for review to draft a Self-Evaluation 
Report based on the 12 criteria.  This report becomes a primary source document for 
agency evaluation by the sunset staff and other interested parties.  The self-evaluation 
process is important because even if no major reform is made, at the very minimum, the 
agency is forced to look at its own polices and procedures.  The self-evaluation process 
serves as an internal “scrubbing” process, by which the agency evaluates itself and looks 
for ways to clean up any problems or issues.  It also allows the agency to identify areas 
they feel should be considered in the review process. 

Once the agency submits their Self-Evaluation Report, they are reviewed by the sunset 
staff and a plan for looking at the agency is developed.  The staff works closely with the 
agency to gain a better perspective of the agency’s daily operations.  Once investigations 
are complete, the staff will meet with other interested parties and develop 
recommendations based on review findings.  These recommendations are presented, in 
addition to the agency responses and public testimony, in a public hearing.  The 
Commission is then charged with deciding which recommendations are given to the 
legislature.  According to Burt Solomons, a former chair of the Commission, the 
Commission staff members “do a fabulous job making their management 
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recommendations and getting them to the public and to interest groups… the rest is up to 
the Commission.  It’s hard to take the politics out of it.”30   

A unique aspect of Texas Sunset is the application of across the board (ATB) 
recommendations—standards set forth by the Sunset Commission to ensure that 
government agencies and programs remain “open, responsive, and effective.”31  These 
recommendations are applied to every state agency under review unless a clear rationale 
exists to exempt the agency.  ATB recommendations may apply to the policymaking 
body as a whole or make improvements to the overall consistency of the policies.  During 
the 79th Texas Legislative Session (2005), an ATB recommendation required public 
membership on state agency policymaking bodies.  This recommendation provided a 
voice for the general public on agency boards and programs which previously had no 
public input. 

Though Texas performs broad scope sunset reviews, not all government entities are 
subject to review under the Texas Sunset Act.  School boards are not subject to review by 
the Commission, because they are managed by individual school districts, which are not 
state agencies; a similar situation excludes universities from review.  Oversight of 
individual school districts falls under the Texas Education Agency.  Additionally, courts 
are not subject to Sunset review because they fall under the judicial branch, rather than 
legislative activities.  Along the same vein, some state agencies and programs are subject 
to the review process of sunset but not eligible for abolition because they are 
constitutionally created entities.  These include the Texas Board of Pardons and Paroles 
and the Board of Trustees of the Teacher Retirement System of Texas.32  During debate 
over sunset at the national level, there have been some suggestions that Congress should 
allow exemptions for civil rights and energy-research programs.  A spokesman for the 
Veterans of Foreign Wars declared that it would be “both unnecessary and discriminatory 
to expose veteran’s benefits to a sunset threat.”33 

If an agency is deemed no longer necessary it is given a one-year wind-down period.  
During this time, the agency or program must bring all business to an end but this does 
not limit nor decrease the amount of power they previously held.  According to statue, the 
money that an abolished agency has dedicated to specific funds will be transferred to the 
General Revenue fund.  Agencies that have been abolished may still have obligations to 
pay money for certain reasons, such as “lease, contract, and other written obligations, 
incurred by a state agency.”34  It is then left up to the governor to “designate an 
appropriate state agency that shall continue to carry out all covenants contained in the 
bonds and in all other obligations.”35  The statue for procedures after an agency is 
abolished is clear in its purpose to ensure that an agency cease to exist at the end of their 
year wind-down period.  

In 2003, the Texas Sunset Commission made a decision to abolish the Texas Department 
of Economic Development.  This was a recommendation made to improve policy by 
asking the question, “Should this agency exist?”  The primary goal of the Texas 
Department of Economic Development was to promote the State of Texas “as a premier 
business location and tourist destination.”36  Because the department was independent, 
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the economic development of Texas was hindered and was costing the state more money 
than it was generating.  The agency did not have the means “to effectively coordinate 
state economic development programs and services across agencies to meet the demands 
of prospective companies.”37  The Sunset Commission deemed the agency unnecessary 
and recommended it be incorporated into a division of the Office of the Governor.  The 
recommendations were considered and adopted by the legislature. 

Through the years, sunset has broadened the scope and breadth of areas in which staff 
make recommendations.  The organization no longer merely determines whether or not 
an agency should exist; the Commission has expanded its reach to policy and efficiency 
issues, making the agency more accountable to the public.  In the late 1980s the Texas 
Department of Agriculture had a total of 575 employees and was in charge of 
implementing 49 different laws.  Under one of these laws, it was left up to the 
Commissioner of Agriculture to regulate the registration of pesticides.  In 1989, the 
department underwent its first review process.  It was recommended that the agency be 
reinstated but with several important changes to the department structure.  The review 
required the department to create a nine-member board, headed by a commissioner 
elected by the people, to regulate the pesticide registration.  This recommendation was 
accepted by the legislature and had a broad impact, reforming pesticide registration in 
Texas.38  The registration of pesticides must occur not only within the state but with the 
United States Environmental Protection Agency as well.  By creating a board of members 
to handle the regulating process, the recommendation promoted accountability to the 
general public on how the states registered pesticides.  This process affects people even 
outside the state of Texas and it important that this is handled by more than a single 
authority.  

The sunset staff is charged with ensuring that agencies remain transparent and 
accountable.  In 2000, the Sunset Commission evaluated the Texas Natural Resources 
Conservation Commission (TNRCC), now known as the Texas Commission on 
Environmental Quality (TCEQ).  The Sunset staff made recommendations to bring 
consistency and uniformity to their processes and procedures by creating a standard 
definition for “compliance history” – all companies that reported to TCEQ would be 
tracked under the same performance assessment tool to eliminate inconsistencies in 
reporting.  This process would allow easier interpretation by employees or public citizens 
who evaluate or inquire into these companies.  Sunset also required TCEQ to be more 
accountable to the public by overhauling the complaint and grievance system.39 

The Sunset Commission coordinates with other oversight agencies, including the State 
Auditor’s Office and Legislative Committees, to ensure that there is no overlap or 
duplication of work by any agency.  Sunset’s broad scope allows it to catch problems that 
other oversight agencies cannot.40  Working together with other offices allows Sunset 
staff to render comprehensive recommendations to the Legislature.  According to the 
current Legislative Director for the Office of the Governor Ken Armbrister, Sunset is the 
cheaper option for looking into an agency.  He notes that the Sunset budget is only 
approximately $2-4 million a biennium, whereas the budget for the State Auditor’s Office 
is approximately $32 million a biennium.41  
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The timing of the review cycle and Texas Legislative sessions are key to the Sunset 
Process.  Because Texas holds a legislative session every two years for approximately 
140 days, “typically the legislature does not chase problems; problems chase the 
legislature”.42  It would be unheard of for the Legislature to tackle all legislative 
problems and thoroughly review 20 to 30 agencies with such a large break.  Timing of 
the legislative sessions and 12-year review cycles provide adequate time for staff and 
agencies to work together and devote time to the review of each agency.  The continuity 
and regularity of the process is less abrasive than doing a large review of all agencies at 
once, like a state-wide performance review.   

The Texas Two-Step: Sunset I and II  

Sunset I (1977-1994): Too Big For Your Boots 

Bill Wells, the first director of the Sunset Advisory Commission, had an air of 
independence and was known to step on legislators’ toes.  Wells headed a program for 
the Legislative Budget Board before the sunset staff broke off on its own.  His talent and 
enthusiasm about the sunset process garnered the respect and admiration of his 
colleagues, but standing up to people in the legislature who were not accustomed to being 
challenged cut his career short.43 

Wells compared his agency to the federal General Accounting Office (now the General 
Accountability Office) and admitted to the San Antonio Express-News, “[Sunset is] the 
Godzilla in state government.”44  Given such bold public statements, it is not surprising 
that the relationship between sunset and the Legislature ran hot and cold.  According to 
Tim Graves, a former sunset staff member from the early years who would later be 
considered in the race to replace Bill Wells, “They had a job to do, we had a job to do,” 
and the Commission was designed to be “organized controversy.”45 

Bill Wells said the idea of a sunset review was originally sold to Texas legislators on the 
basis that such a program could cut expenditures and eliminate some agencies.46  That 
elimination goal proved to be limited and by 1982, most of the elimination process had 
been completed and the Commission began concentrating on increasing the efficiency 
and effectiveness of the remaining state agencies.47 

Since sunset’s inception some of the criteria listed in the enabling statutes have been 
addressed by other legislative mandates.  Many “good government” issues, such as open 
records rules and open meeting acts, have been tackled, and performance-based 
budgeting seeks to identify effectiveness and efficiency shortfalls.   
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Figure 4.4 

Barbers and Cosmetologists 

After reviewing the Texas State Board of Barber Examiners and the Texas 
Cosmetology Commission, Tim Graves said, “I cannot forget the smell of beauty 

products.”  When he recommended the two licensing boards merge, he stated, “you 
would have thought we proposed selling the panhandle to China.”  It was not until 25 
years later that the state placed both agencies under the same organization, the Texas 

Department of Licensing and Regulation.  They are, to this day, separate entities. 

Source:  Interview by Ashlynn Holman and Lisa Wilson with Tim Graves, Sunset Staff Member, Texas 

Sunset Advisory Commission (former), President, Texas Health Care Association (current), Austin, 

Texas, January 25, 2008. 

 

Additionally, early sunset bills mandated specific levels of public participation within the 
agency being reviewed.  This begs the question: had Sunset outlived its purpose?   Fast-
forward to 1993, and it is no surprise that some questioned, “why do we need this?”  

During the first few years of the commission’s existence, the focus was on targeting 
smaller agencies.   The success of sunset at this stage can be viewed quantitatively and 
qualitatively.  During the first round of reviews (1978 and 1979) 25 agencies were 
examined, 12 were modified and continued, nine were abolished, four were combined, 
and one new agency was created.48  Arguably, one of the greatest benefits of sunset was 
that state agencies woke up to realize someone was watching them.  Even in cases where 
sunset recommendations were not fully implemented, the public exposure led to 
improvements. 

Reviewing smaller, insignificant agencies with few employees allowed sunset to refine its 
overall process.  Public input was emphasized from the beginning, but the 
comprehensiveness of the process evolved over the first four years.49  This strategy of 
gaining quick wins by going after “low-hanging fruit” benefited sunset by drumming up 
positive press and reviews from legislators, which equipped sunset with tools to review 
larger agencies at a later date.  

In 1983, sunset reviewed larger agencies and passed more substantive reforms, but not 
without consequence.  As the commission disposed of the easy marks and took aim at 
larger targets, the fight got tougher because in the end, sunset arguments are about turf.50  
Taking on hot topics quickly turned sunset into an unpleasant process for private 
interests.  As Graves explained, some issues were “like the third rail, you touch it and you 
get electrocuted.”51 

Sunset’s first big test reviewing major state agencies came in 1983.  Regulatory stalwarts 
under review included the Texas Rail Road Commission, Public Utility Commission, 
State Board of Insurance, State Securities Board, and State Banking Board.  The annual 
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budgets of the 33 agencies under review totaled $580 million, almost nine times the 
amount spent by the previous group of 28 agencies.52  Wells knew that this review could 
lead to controversy in the 1983 legislative session, but befitting to his character, he 
planned to have staff spend less time on looking at administrative problems and more of 
their efforts in examining the policies of agencies.  “Saving taxpayers money by 
‘abolishing useless agencies’ was initially a sunset priority that ‘is in fact probably not 
going to be the case’ during reviews of the commission’s next two-year cycle,” Wells 
said.53 

 

Figure 4.5 

Texas State Bar 

The State Bar of Texas, a powerful agency caught in the first round of reviews, had 
resisted sunset advice on grievance procedures.  In fact, conflict between sunset and 

the bar became so heated that the governor threatened to veto the bill that renewed the 
bar if it did not contain some of the commission's recommended changes.  After 
passing the gauntlet of agency renewal without mandated changes on grievance 

procedures, the bar began to make changes in the procedures on its own 

Source:  Based on “Who Runs Government?” Fort Worth Star Telegram (May 19, 1981). 

 

The approach of tackling policy issues worked, and many changes that various legislators 
had sought piecemeal for years without success, became agency operational laws through 
sunset bills.54  The prospect that agencies would cease to exist if bills got bogged down 
too much, made the defenders of their status quo more willing to compromise. 
Representative Ernestine Glossbrenner, a member of the Sunset Commission, reported to 
the Dallas Times-Herald, “the utilities want us to leave the PUC alone, the truckers want 
us to leave the Railroad Commission alone, the oil companies want us to leave the 
Railroad Commission alone, the bankers want us to leave the banking board alone.  But 
the purpose of sunset is to look at the agency and everything the agency does.  We have 
to look at the whole picture.  Otherwise, all we need is a management study and there are 
a lot of top-notch firms we could hire to do that.”55 

Democrat Mark White won the governor’s race on a platform that called for utility rate 
reform and more consumer representation on the Public Utility Commission (PUC), but it 
was the Sunset Commission that made headlines when it recommended that the high-
profile commission be abolished.  The five-year old PUC considered $1.25 billion in 
controversial rate increases sought in 1980 by telephone, electric, and water utilities.  The 
legislature did not terminate the PUC, but a total reworking of the Texas utility regulation 
process was accomplished due to sunset “after critics complained it was biased in favor 
of utility companies.”56  The Houston Post reported, “With prodding from the governor 
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and sunset threat, compromises between consumer-utility groups produced new utility 
regulation provisions hailed as moderate gains for telephone and electricity ratepayers.”57 

 

Figure 4.6 

Tuberculosis Nurse Examiners 

Created in 1950, the Texas Board of Tuberculosis Nurse Examiners was established as 
tuberculosis hospitals were set up around the state.  When the agency was up for 

review in 1981, only four nurses remained that held this certification and all agency 
reports and documentation were stored in a box under the bed of the Secretary 

Treasurer.  A sunset bill eliminated this agency in 1981. 

Source:  Based on Interview by Ashlynn Holman and Lisa Wilson with Tim Graves, Sunset Staff Member, 

Texas Sunset Advisory Commission (former), President, Texas Health Care Association (current), 

Austin, Texas, January 25, 2008. 

 

At 90 years of age, The Railroad Commission of Texas (RRC) was the granddad of Texas 
regulatory agencies and it had “tentacles of power stretching into oil and gas production, 
gas utility rates, trucking, railroads and other far-ranging fields.”58  As a result of the 
Sunset Advisory Commission, successful reforms of the Railroad Commission made it 
easier for newcomers to get permits to enter the business and deregulated the hauling of 
agricultural products between points of production and first sale.  A little-noticed change 
passed in the Railroad Commission law increased state revenues by $3 million a year.  
The added provision required a paper trail on oil (from well to market) to prevent theft.  
According to Wells, the mandated tracking “was designed to stop the lucrative ‘hot oil 
racket’ in which stolen oil is sold without payment of state taxes.”59 

Wells was proud of the job Sunset did during the 1983 Legislative Session.  Wells told 
the Houston Post, “I think this year we have recouped 40-fold everything the process and 
implementing its recommendations has cost so far.” 60 But the honeymoon did not last for 
long.  Wells and his staff began to receive negative criticism from lawmakers.  
Meanwhile, agencies found innovative ways of maneuvering through future reviews and 
campaign donors with Sunset related issues increased contributions during the 1984 
election cycle. 
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Figure 4.7 

Consumer Credit Commission 

Because of the 1983 sunset review, changes were made to the Consumer Credit 
Commission to lower the permissible charges on bank credit cards and alter them 
so they will float downward as well as upward as other interest rates change.  As a 

result, Texas had the lowest interest rates on bank credit cards in the nation. 

Source:  Felton West and Fred Bonavita, “Sunset Review Process Made Important Changes Possible,” 

Houston Post (June 26, 1983). 

 

The Time to Kill a Snake is When he Raises his Head 

Not impressed with sunset’s attempt to meddle in legislative issues and the outcome of 
the 1983 session, Sunset Commissioner Rep. Bruce Gibson told Wells, “I’m concerned 
about the policy issues and political questions that this commission ought to take up 
without being intimidated by your recommendations.”61  Lyndon Olsen, a co-sponsor of 
the Texas Sunset Act in 1977 who left the legislature to become a member of the State 
Board of Insurance, felt the process became unwieldy and out of control as sunset bills 
transformed into Christmas tree bills. “Was the Sunset Act intended to be used by special 
interest to come in every 12 years and amend a major body of law?  I don’t believe it 
was,” said Olsen. 

However, new Commission blood felt differently.  Representative Elton Bomer, the 
Commissioner responsible for the 1985 round of reviews, said the Commission could not 
be intimidated, “In fact, sometimes [influence] works the other way around, to the 
detriment of the commission.”62  Senator John Sharp, serving his first term on Sunset 
following the 1983 review, urged the staff to look at any issue, “no matter how 
controversial,” so long as it gives a complete report.63 

With such conflicting messages from the legislature Sunset aimed to serve, Wells walked 
a thin line between focusing strictly on agency operational issues and getting enmeshed 
in political decisions.  Legislators were concerned with the burgeoning power of the 
Sunset Commission and put their words into action the following session.  In 1985 (the 
69th Texas Legislative Session), Senator Grant Hones offered a proposal that would have 
crippled the Sunset Advisory Commission.  Hones’ proposal would divide the process 
into two bills, one that continues the agency and another that considers changes to the 
agency.  Hones said his proposal would have “taken political squabbling out of Sunset,” 
but others understood the automatic termination clause was a key to sunset’s success.  
The bill was defeated in committee, but it sparked a public debate on the proper role for 
sunset.64  Senator Don Henderson, voted against the bill because “the sacred cow is not 
the agency, but how they do their business.  If we do not open up the process, than all the 
sacred cows can protect their interests.”65 
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In a move not likely anticipated by original sunset advocates, four state agencies (Land 
Commission, Texas Parks and Wildlife, Commission for the Deaf, and Commission for 
the Blind) hired an outside consultant to help them look more favorable in preparation for 
the 1984 review process.  Land Commissioner Larry Mauro said he needed a consultant 
because the workload in preparing for review is cumbersome.  “There’s not a single job 
description that says spend 40 hours a week working on sunset stuff,” said Mauro.66 

The consultant, former legislative aide Darryl Grubbs, stood to make $40,000 helping the 
agencies prepare self-evaluation reports required by the review process.  Grubbs asserted 
that hiring a consultant is part of the self-investigation process that can make an agency 
better, but others criticized the move as undermining the process. 67 

The Sunset Advisory Commission is composed of ten legislators (five state 
representatives and five state senators) and two public members.  Having this type of 
legislative “buy-in” is crucial in converting recommendations into law, but it also 
provides an avenue for special interest groups to influence the sunset process.  Sunset 
presented tactical problems to the lobbyists charged with killing legislation unfavorable 
to their clients and lobbyists were forced to take special notice during the 1983 cycle.  
Industries regulated by the Public Utilities Commission, the Railroad Commission, the 
State Insurance Board, and the State Banking Board increased campaign donations to 
legislative candidates.68 

 

Figure 4.8 

Political Contributions 

Contributions from the five biggest political action committees concerned with 
Sunset increased 66 percent over 1980, from a total of $322,440 in 1979-1980, to 

a total of $537,130 in 1981-1982.  “Utility companies contributed $349,555 to 
legislative campaigns [in 1983] and gave $11,845 just to the eight legislative 

members of the Sunset Commission.” 

Source:  Saralee Tiede and Kathy Shwiff, “Industries Facing Sunset Review Step Up Lobbying and 

Donations,” Dallas Times-Herald (December 2, 1982). 

 

Sunset members repeatedly heard, “If it ain’t broke, don’t fix it.”  According to Senator 
Kent Caperton, a member of the Commission, “The industry wants things just the way 
they are.  They keep telling us ‘Don’t touch it, leave it alone.’”69  Some Commission 
members declined to accept contributions from the PACs of regulated industries, but 
Senator Ike Harris alone accepted $6,500 from the truckers, $5,500 from the bankers and 
$2,250 from the electric companies.70 

What is this money for?  Industry lobbyist encouraged the Sunset Commission to not 
delve into possible sweeping changes in the way agencies operate, but rather to 
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concentrate on fine tuning agency or organization staff.  John Hildreth, director of Texas 
Common Cause, was quoted in several Texas newspapers as saying, “They do expect 
their contributions to have influence or they wouldn’t make them.  They aren’t dumb.  
They don’t throw their money away.”71 

The degree to which lobby money influences the sunset process proves to be a theme 
woven throughout the Commission’s history.  It did not take long for the interest groups 
to figure out ways of influencing the sunset process and while the effects of lobbying 
have been a source of contention, many see it as part of the legislative process.  Before 
the 1978 general election, special-interest groups with sunset-related issues coming up for 
review gave more than $500,000 to legislative candidates.  By 1982, they gave more than 
$1.5 million.  According to Greg Hooser, a lobbyist for the Texas Medical Association in 
the early sunset years, “Sunset has been a real boon to lobbyists and legislators and 
legislative candidates.  It’s a real good political thing, and it has created a whole new 
aspect of the political industry.”72  

According to the findings of a 1982 Common Cause survey by Ralph Nader, since 1976, 
states reviewed a total of 1,500 agencies with a sunset provision.  Almost one in five 
agencies was terminated, one in three was modified and fewer than half were allowed to 
proceed with no change.  Research on Texas showed that “the two lowest rates of sunset 
implementation (commission recommendations adopted) corresponded to the largest 
amounts of campaign contributions.”73 

New Cowboy in Town, the Texas Performance Review 

In 1990, Texas was experiencing a budget crunch and was considering a state income tax.  
The first Texas Performance Review (TPR) occurred in 1991 and was a joint effort 
between the Sunset Commission, the Legislative Budget Board, and the State Auditor’s 
Office.  State Comptroller John Sharp was charged with heading up the group while the 
pressure of a budget crisis loomed. 

Staff were pulled from various agencies to find ways to save money, generate revenue, 
claim bad debts, and reorganize agencies.  All new staff brought their own ways of doing 
reviews.  It was clear to those working on TPR that unlike Sunset, TPR was focused on 
money and had authority to make statewide recommendations.74  Although team leaders 
from the various agencies worked largely in silos, the sunset staff’s role in the first 
performance review was vital to the group’s success.  They were known for being well-
trained innovative thinkers. 

TPR provided an avenue for dead sunset recommendations to be revived and the TPR 
teams were known to look at past sunset reviews to pull old ideas that had not been 
passed.  These ideas were turned into TPR recommendations and eventually codified into 
law after passing through the legislature.  TPR’s success illustrates how much easier it is 
to implement innovative reform when the suggestion only needs the approval of one 
individual, the Comptroller, rather than a ten-member commission.  
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Another advantage that TPR had over sunset was the element of surprise.  The TPR 
process was brand-new and staff members worked hard to keep their work and their 
progress private.  Working on so many agencies and issues at one time, as opposed to the 
Sunset Commission’s average of 25, allowed TPR to “keep outsiders off balance.”  As 
explained by Alan Pollock, they were protected like an army in battle—if the flanks were 
attacked or discovered, the front lines could continue to move forward.75  Comparatively, 
the sunset process is known for being completely transparent. 

Following the release of the first TPR report, some started questioning and doubting the 
need for sunset.  According to critics, State Comptroller John Sharp’s exhaustive review 
of state government, which resulted in recommendations for $5.2 billion in cost-savings 
and revenue measures, proved that sunset was failing.  “The sunset process has been on 
the whole, unsuccessful,” said Bennie Bock, a former house member who sponsored the 
sunset law.  “I would think people might wonder why, if it has been successful, all these 
things that Sharp is talking about hadn’t been done before.”76  Defenders of the sunset 
process pointed to the fact that many of Sharp’s proposals had been recommendations by 
the Sunset Advisory Commission, but lawmakers failed to pass them because of lobbying 
efforts by special interest groups.  When reporters asked Lloyd Doggett, then serving as a 
Texas Supreme Court Justice, for a response, he said that lawmakers “have the added 
impetus of the fiscal crisis” as they considered Mr. Sharp’s proposals, and “I would 
consider sunset as a success, but an imperfect one in an imperfect world.”77  

Power Plays 

These critical sentiments carried through 1993, when the power play to end sunset 
became a public debate.  In 1993, a number of high-profile agencies were up for review 
and the Texas leadership supported an attempt to pull the rug out from under the Texas 
Sunset Commission.  Tim Graves noticed a build-up of negative feelings towards sunset 
over the previous years.  The years surrounding these events proved to be a significant 
time of change.   

Bill Wells stepped on many toes and it can be inferred that the leadership was no longer 
content with their lack of control and influence over the sunset process.  According to 
Senator Ken Armbrister, who would be appointed as a Sunset Commissioner the 
following review session, Wells was a liberal democrat, but most of all, “he thought he 
was above the system, had his own agenda, and started imparting his own beliefs….Wells 
was too long on task and got entrenched…. He was a galvanizing force, but in the wrong 
way.”78

 

Lieutenant Governor Bob Bullock was notorious for his need for control and resisted the 
Sunset Commissions’s attempts to suggest how he ought to run his comptroller’s office.79  
Bullock and Speaker Pete Laney both voiced concerns that sunset bills were little more 
than vehicles for special interests and the two critics backed legislation that would put the 
Commission out of business.  Laney told the Houston Chronicle, “All of them you look 
at, you find footprints of various and sundry special interests that have been able to put 
legislation into the sunset process over the years.”80  At the same time, Governor Ann 
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Richards fielded complaints from her appointees to the State Board of Insurance and 
other staffers about the amount of time spent responding to sunset inquiries.81  

Other members of the legislature felt the sunset staff had too much power.  
Representative Mark Stiles, author of the bill to end sunset said, “there are many times 
that I think members of the legislature want to do something and there are certain people 
who are on the staff at the Sunset Commission that make sure they don’t happen.  That is 
a real travesty.”82  Richards echoed concern that Commission members had begun to 
direct policy and publicly listed two other reasons why legislators should support her 
recommendation that sunset be abolished: (1) the Commission duplicated work already 
done by legislative oversight committees, and (2) it had become a “full employment act 
for lobbyists.”83  Representative Libby Linebarger, a co-sponsor of the bill to abolish the 
Commission, told the Austin-American Statesman that she “never saw so many alligator 
shoes and $600 suits as when some agency is up for Sunset review.”84 

The Sunset Commission’s backers suspected ulterior motives for the abolishment effort.  
Some felt that it was an effort to get rid of Wells or keep some agencies from having to 
endure the sunset process.  Others felt it was a ploy to give legislators more direct control 
over agencies.85  Advocates for sunset were very frustrated and pointed to the fact that 
most of the actual work is done by agency staff that is not influenced by lobbyists.  
Moreover, final recommendations are up to the Commission members and what happens 
to the bill in the capitol is completely up to politicians.  Sentiment regarding sunset’s 
duplicative nature with standing committees was rebuffed with observations that a 
committee’s interim studies are unsystematic and seldom approach the Commission 
staff’s professionalism.  Others argued that with a budget of $900,000 a year and the 
same number of employees it started with (23) in 1977, the Commission is a bargain.86 

Comptroller John Sharp, who headed the Texas Performance Review, took a middle line. 
“I’m a big supporter of the sunset process,” Sharp said.  “And I think their staff is really 
good.  But their staff angers people.  And if they didn’t, they wouldn’t be very good.  The 
staff members that we have borrowed from the Sunset Commission for the Texas 
Performance Review were some of the best that we had.”  Comptroller Sharp felt the 
main asset of the sunset provision “was that you force the issue on so many things that 
never see the light of day without it.”  In the battle to end the Sunset Advisory 
Commission, Sharp believed that process could work even if the key components of the 
process were simply transferred to the standing committee’s role.87 

Representative Stiles authored the bill to abolish the Sunset Advisory Commission.  The 
bill faltered in the Senate, but Stiles managed to rush the bill out of committee and onto 
the House floor within hours of the deadline.  Legislators who had supported voting 
down sunset from the beginning (namely Senator Ike Harris) championed the cause of 
eliminating sunset but relented only when a deal was made to get rid of Wells.88  After 
voting in support of the bill, the House tacked on a last minute amendment softening the 
measure to a two-year review by a special 10-member committee.  The legislature would 
kill the Commission if results warranted such action. 
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Sunset II (1994 - Present):  A New Sheriff in Town 

Following the legislative session, appointments by Speaker Laney and Lt. Governor 
Bullock indicated that the Commission would focus more on procedural matters and less 
on policy.89  Among these appointments was Senator Ken Armbrister (today the 
legislative director to Texas Governor Rick Perry), as Chair of Sunset.  Armbrister was 
first elected in 1983, and was known to be a politically savvy member who played good 
ole’ boy politics.  A former police officer, his confidence and charismatic personality 
allowed him to charm almost anyone into getting what he wanted.  According to 
Armbrister, the Speaker and Lt. Governor looked at sunset and said, “This is the biggest 
waste of time,” but he also admits that it was really about Bill Wells.  Armbrister went to 
Laney and Bullock and asked, “Tell me what the game is.  Am I the death knell, or do 
you want me to fix it?”  He was told, “Fix it or it’s dead.”90 

Tasked with fixing sunset, Armbrister wanted to get back to the basics.  “We needed to 
look at every rule:  Did it go beyond what the agency was setup to do?  Was it a response 
to statute?” said Armbrister.  Agencies have a lot of power that most citizens would not 
recognize because it is carried out in the rule-making process beyond the limelight of the 
legislative session.  “If you ask [legislators] what they think of their statutes, most will 
respond ‘I don’t even recognize them.’”  It was Armbrister’s goal was to guarantee sunset 
would serve the Legislator’s needs by examining agency rules and how those rules would 
gratify legislative intent.91

  

With no other choice, Bill Wells agreed to leave sunset after 17 years of service—but he 
did not go quietly.  In parting, Wells said that special interests and hired-gun lobbyists for 
state agencies had dominated the process.  He said he was tired of seeing the 
Commission’s recommendations compromised by special interest groups “that 
manipulate the politicians like marionettes.”92  Wells told the Austin-American 
Statesman, “You can’t just stand there anymore and say nothing.  You have to ask the 
legislators ‘Why did you do that? Why did you let so-and-so talk you into doing that?’”93  
Wells also pointed to the fact that “there’s not the same quality of people around now to 
protect it as there were in the beginning.”94  In reasoning why he was being asked to 
leave he stated, “You don’t work in the business for 30 years and not know why they’re 
doing these things, and (it’s not) for any other reason than they’re satisfying some 
political itch.”95  In regards to the next director, Wells said, “I think it needs somebody 
that has a fresh set of illusions.  Mine are threadbare.  Maybe I’m just two quarts low of 
optimism.”96 

Following Wells’ departure, John Moore, the former chief of staff of Lt. Governor 
Bullock, took over the agency for 16 months as interim director.  During Moore’s tenure, 
he is credited with mending the Commission’s relationship with the legislature and 
establishing a more open, trusting line of communication.  Moore told the Austin-
American Statesman that his first order of business was “to try to determine what the 
leadership wants.”97  This statement proves to be pivotal change in the way that sunset 
would be run for the next 14 years. 



109 

Joey Longley, a career Sunset staff employee, became director of the Sunset Commission 
in 1994.  When the Commission settled on Joey Longley as Moore’s successor, 
Armbrister told Longley, “You saw what happened to your predecessor, first time you go 
awry, you’re gone.”98  According to Armbrister, Longley had been voicing his issues 
with Wells for sometime.  Appointed by the Sunset Commission, Longley took a more 
cautious and calculated approach to agency reviews than Wells. 

In Longley’s view, sunset is a tool of the legislature and he continues to work closely 
with the leadership throughout the review process.  Longley emphasizes open lines of 
communication and the elimination of surprise when it comes to dealing with the Sunset 
Commission.  According to Longley, sunset is the legislature’s process: “They created it, 
not us.”99   With a current staff of 29 and a $3.6 million two-year budget, Longley has 
learned when to pick his battles, a key ingredient to Sunset’s longevity.100  

Success in Texas 

How can we define success?  Does the implementation of an organization’s documented 
goals, practical goals or simply the sustainability of the institution determine success?  
The Texas Sunset Commission Act sets forth the criteria for evaluating an agency, but to 
some, Sunset’s role is to eliminate government waste in the form of overspending 
through state agencies.  In its infancy, the Commission managed to eliminate agencies 
that had outlived their usefulness, and over the years, Sunset has continued to review and 
make recommendations for state agencies of all sizes and functions. 

Sunset Objectives 

The Sunset Advisory Commission has three objectives when conducting agency reviews.  
First, the Commission wants to determine what the agency has been doing.  Is it fulfilling 
the objective of its mission?  Second, staff members look at how the agency has 
functioned in the past; how is it fulfilling its purpose and how are they using the tools at 
their disposal?  (For this objective, it is necessary to examine the effectiveness and 
efficiency of the agency and possibly consider restructuring as a possible 
recommendation.)  Third, Sunset evaluates the overall transparency of an agency, before, 
during and after a sunset review.  The agency under review must be visible during the 
process and is often required to have public members on boards. 

Like all things in government, perception is everything.  While people involved directly 
with the sunset process are familiar with the agency’s stated objectives, outside parties, 
namely the general public, may not be as familiar with the institutional goals.  Rather, the 
public may perceive the goals of sunset differently than inside players.  A matching of 
perspectives on objectives can determine if an implemented policy succeeds. 

While it is not a stated objective, cost savings can be a real result of these in-depth 
investigations.  In 1983, Wells commented, “Sunset has probably been oversold as being 
able to abolish agencies and reduce government costs.  Costs savings have been more 
slight and sunset has cost more by opening government up to consumers in such ways as 
requiring public hearings…but some revenue has been gained because of changes the 
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process has brought about and I think this year we have recouped 40-fold everything the 
process and implementing its recommendations has cost us so far.”101 

Longevity of Sunset 

The 30-year lifespan of the Texas Sunset Commission can in itself be a testament to its 
success as other states have not managed to survive for nearly as long.  There are several 
characteristics present in Texas that contribute to this longevity: 

• Roles of elected officials and staff members. 

• Power from Sunset appointments. 

• Make-up and size of the different legislative houses in Texas. 

Champions 

Throughout the existence of the Sunset Advisory Commission there have been leaders 
willing to take the Commission under their wing, resulting in the agency’s continuing 
operation.  These champions have included Lloyd Doggett, a former Texas State Senator 
and current member of the U.S. Congress.  Doggett worked tirelessly for the 
implementation of sunset and has advocated for the process during the course of the 
following three decades. Sunset has also seen tireless support from directors, namely Bill 
Wells and Joey Longley, who believe fiercely in the process.  Staff members, current and 
former, who are highly educated and skilled and yet choose to pursue the goals of sunset 
rather than a more glamorous life in the private sector, are also champions of the process. 

There have been skeptics of the sunset process from its inception on the Texas Senate 
floor.  Former state Senator Ike Harris continues to believe that sunset in Texas is a 
benign agency.  Attempting to disband the Sunset Commission would be time-consuming 
and would garner bad press.  This would be a hard sell for elected officials who rely on 
their reputation of looking out for the public interest.102 

Senator Harris was one of only seven senate members to vote against the sunset bill in 
1977.   During his remaining years in the Texas Legislature, Harris had two terms on the 
Sunset Commission, all the while campaigning against the idea of a sunset process.  
Harris thought a finance committee with a subcommittee that handles sunset should 
oversee the process.  The finance subcommittee would review agencies and make 
recommendations, but others felt “the hammer,” (or threat of extinction—a critical 
component) should be included.  Harris argues instead, a bill would need to pass to 
abolish an agency.  Harris believed this process would create a more proactive approach 
to the elimination of an agency.103 

The Power of Appointments 

In Texas government, the power to make important appointments contributes to the 
considerable status of the positions of Lieutenant Governor and Speaker of the House.  
Every two years, each of these positions gets to appoint five members from their house of 
the legislature to the Sunset Commission.  Every other appointment cycle, they appoint 
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the chair of the Commission (every other year a member of the house or senate is chair of 
the Commission).   

Most legislators consider an appointment to the Sunset Commission an honor.  This 
contributes to the success of sunset through building more respect for the agency and 
those who hold positions on the Commission. A position on the Commission serves 
legislators well, not only in looking out for the needs of their constituents, but during an 
election year, Commission members can use the rhetoric of sunset in their favor.  As a 
member of sunset, legislators are able to run their campaign on a platform of actively 
working to eliminate government waste and making the bureaucracy more accountable to 
the public.  Newly appointed Sunset chair Representative Carl Isett stated, “My entire 
legislative career has been about reforming government.”  In preparation for the 
upcoming session, Isett reflected on his new position: “My reelection will allow me to 
continue my important work as Chair of the Sunset Commission as we examine a number 
of key state agencies and make recommendations to my legislative colleagues that will 
exchange their effectiveness and efficiency while at the same time protecting the interests 
of the taxpayers of our great state.”104 

Chamber Differences 

Due to the makeup and size of the Texas Legislature there are differences in the views 
held by senate and house members toward the Sunset Commission and the bills it 
introduces.  Overall, the senate has a greater respect for the Commission and sunset bills.  
Senate Rule 7.16 prohibits senators from tacking amendments onto a sunset bill before it 
is discussed in committee.  Evidence of this view of the sanctity of a sunset bill is not 
seen in the house rules. 

One can find a deep affinity for the sunset process in the senate.  Because there are so 
few members (31 compared to 150 in the House), a much larger percentage of senate 
members have served on the Sunset Commission.  Since they have been directly 
involved, one could say they have a greater understanding and respect for the process 
overall.  During the 80th Legislative Session, 35.5 percent of senate members had at one 
time served on the Sunset Commission while only 6.7 percent of house members could 
say the same.  In the last year, almost 20 percent of senate members carried a piece of 
sunset legislation while only approximately 5 percent of house members carried a sunset 
bill.105 

The size of the senate also results in members sometimes carrying multiple sunset bills 
through the legislative process.  While this occurs in both houses, during the 80th 
Legislative Session, the Chair of Sunset, Kim Brimer, carried a total of six sunset bills, 
while the most a house member carried was four (Representative Vicki Truitt).106  This 
number is understandable when one takes into account that Senator Brimer was not only 
the Chair of the Sunset Commission but was also Chair of Senate Administration (the 
committee responsible for fast-tracking bills for the senate floor).  This could allow 
sunset bills to easily find their way to the House Chamber.  Bills on the calendar resulting 
from Brimer’s committee can be kicked off with two signatures, however, while holding 
both of these powerful chairmanships, one would be hard-pressed to find a senate 
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member willing to frequently speak out against one of Brimer’s bills on the local and 
uncontested calendar.  The repercussions could be damaging to a senator’s legislative 
agenda. 

Critics 

Not everyone considers the Texas Sunset Advisory Commission a success.  Critics site 
changes in directors,107 staff limitations,108 a lack of public input,109 and influence by 
elected officials110 as evidence that the sunset system in Texas is highly flawed.  

Directors 

Throughout its lifespan, the culture at the Sunset Commission has relied heavily on the 
personality and leadership style of the director.  Public citizen advocacy groups have 
charged that negative changes occurred with the changing of directors, particularly from 
Bill Wells to current director Joey Longley, and even in recent years under Longley.  
They have claimed that staff members no longer seek the guidance of public advocates.  
Just six years ago, citizen advocates noted that they were often utilized as information 
resources during agency reviews.  They claim staff members no longer consult them.111 

Critics accuse Sunset of watering down recommendations presented to the Commission 
because unpopular or radical ideas do not make it through the process.  Longley notes 
that changing a recommendation based on how well it will be received by the committee 
is a part of the open communication between the Commission and the agency (this 
prevents the sunset staff from throwing the Commission any “curve-balls”) and is used as 
a time-saving measure.  Critics note that, “the constant political pressure has caused him 
(Longley) to moderate recommendations that he says have little chance of finding 
support.”112  This lack of more radical policy recommendations they claim result in fewer 
large and necessary overhauls of some organizations. 

Staff Limitations 

Critics are also concerned with the Commission staff’s ability to penetrate agency 
stonewalling that occurs when reviewing large, powerful state agencies.  Large agencies 
have a level of institutional knowledge that is simply unobtainable during several months 
of research by an outside party.  It is hard to convince the major players of these agencies 
to trust in outsiders to make the best decisions for their organizations. 

Agencies often feel they are underfunded and understaffed.  There is no incentive to 
provide a large amount of aid and assistance to Sunset staff members who could 
potentially make recommendations to the legislature that will have an adverse affect on 
their livelihood.  Agency employees also do not have a large amount of time to devote to 
a sunset review.  When his agency was up for review, Land Commissioner Larry Mauro 
said, “There’s not a single job description that says spend 40 hours a week working on 
sunset stuff.”113 
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Public Input 

Adversaries criticize the Sunset Commission for not having enough of an open door 
policy for consumer groups and tax payers to be involved in the sunset process. 

Legislative Influence 

The current sunset director touts an extremely open communication environment between 
the staff, directors, and legislators throughout the review process.  Critics find the 
openness of the relationship disheartening as it allows for too much influence from 
legislators on the nature of the recommendations and on which recommendations make it 
into a report. 

Lessons on Redesigning Government from the Texas Sunset 

Commission 

Rise in the East and Set in the West 

What makes the Texas Sunset Advisory Commission what it is today are the key factors 
to success in government accountability and redesign: 

1.  Committed Leadership: The Directors 

The Sunset Commission has had directors who believed deeply in the cause and purpose 
of the sunset process:  Bill Wells and Joey Longley have dedicated long careers to the 
Sunset Commission.  Longley made this his only career to date, working his way up from 
staff member to director.  He possesses a rare internal knowledge of how the entire 
process works and is invested in its success.  Wells’ and Longley’s commitment to the 
details of their work sets the tone for the strong relationships they developed and 
maintain with the legislature and staff.  

2.  Strong Staff Capabilities 

The sunset staff is comprised of highly educated and motivated individuals, recognized 
for producing quality reviews and recommendations.  Oftentimes, these graduate-degree 
holders have the option of pursuing more glamorous private sector employment, but 
rather elect to devote their skills to the Sunset Commission.  They are key players in the 
recommendation process and many legislators rely on their expert analysis when 
considering sunset legislation and recommendations. 

3.  Political Champions 

Champions—public advocacy groups like Common Cause—work with the state to draw 
public and legislative support for important issues.  These advocacy groups are a vital 
link between the public and the legislature.  They often times serve as the public voice in 
an all-too-political environmental, pushing their mission and objectives on the legislature.  
Congressman Lloyd Doggett has been a longtime champion for sunset legislation, having 
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authored sunset legislation in Texas in 1977.  He was an integral player in pushing sunset 
through the legislative and implementation processes, rallying the support needed to 
establish such an act.  He later proposed a similar sunset process on the national level, 
though the bill was unsuccessful. 

4.  Strong Legislative Support 

As detailed previously, sunset is tied very closely with the legislature through its 
Commission Chair and many legislative members.  The Commission is essentially a tool 
of the legislature. 

5.  Time and Space to do Substantive Work 

In Texas, the legislature is in session every other year (odd years) and for only 140 days, 
typically from January through the end of May.  Sunset reviews fit well with a part-time 
legislature because staff are full-time and have plenty of time to research and evaluate 
agencies under review, and for the Commission to prepare recommendations for 
consideration during the next legislative session. 

6.  Flexibility 

The Sunset Commission states that it reviews agencies on a 12-year cycle, but the 
schedule is not set in stone.  Sunset has the ability to move agencies around for review 
and set shorter timelines.  Recently the Texas Legislature passed a sunset bill for the 
Texas Commission on the Arts that stated the agency would be up for review again in 
two years.  Another example occurs when an agency faces serious allegations.  During 
the 80th Legislative Session the Texas Youth Commission was under fire for 
questionable practices.  If it had not already been on the sunset calendar, the legislature 
would have been able to move up its review date. 

7.  Bipartisan Support for Government Reform 

Texas has an overall good government political landscape which is conducive to 
aggressively pursuing the elimination of government waste.  Sunset fulfills the needs of 
this mindset to reform government and to act as a watchdog for government agencies. 

Sustaining Sunset 

The Texas Sunset Commission would not be where it is today without proper support.  
The sunset process holds government and the legislature accountable to the public.  It is 
important that the public knows sunset exists and legislators take the review process 
seriously.114  The public support of this process holds the legislators who represent them 
responsible for upholding the integrity of the sunset review process.  Legislative support 
is imperative as well.  Despite minor rough patches in Texas sunset history, the 
Lieutenant Governor and Speaker of the House have taken the posts of appointing 
members to the Commission very seriously.  The sincerity with which they approach 
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appointments proves their support of the process and makes serving on the Texas Sunset 
Commission an honor. 

The processes and procedures from inception to end are important in creating a lasting 
agency.  Former Texas Sunset Commission public member Dr. Timothy Roth recalled, “I 
learned that inertia is a very powerful force and that once you institutionalize a 
government function, it is impossible to undo it.”115  This is precisely why we have 
sunset legislation and oversight agencies today; the mere presence of an agency like 
sunset incites accountability.  The most effective triggering mechanism is the threat of 
extinction. 

Some of the areas that are unique to Texas sunset are important to sustaining the process.  
Having agencies do self-evaluations pushes them to look internally and work to fix 
problem areas.  Across the board recommendations encourage continuity in 
recommendations and bring uniformity to agencies.  The sunset process is, in many ways, 
a creature of the legislature and works simultaneously with the legislature to keep 
government accountable and efficient in the eyes of the public.  The process maintains a 
transparency that allows open access, public input, and hearings for public participation.  
Transparency in communication between sunset staff and Commission members is 
important as well.  Open lines of communication result in little surprises and more 
cooperation. 

Sunset on the Horizon 

Some argue that sunset should exist on a larger scale at the federal level while others feel 
it is not possible for such legislation to function at such an expansive degree.  Dr. 
Timothy Roth feels that the fundamental difference between Austin and Washington is 
the political climate.  Austin is more bi-partisan than Washington, thus, it is easier to 
implement and sustain an agency like the Sunset Commission.116  Sunset reviews require 
both sides to come together and work on a program concurrently.  Some would argue that 
various forms of sunset legislation already exist on the federal level in different forms.  
As early at 1966, the government was struggling with the idea of making government 
more efficient and accountable.117  The most notable step in the direction of efficiency 
and accountability came with the enactment of the Government Performance and Results 
Act of 1993.  The Act of 1993 was aimed directly at “the establishment of strategic 
planning and performance measurement in the Federal Government.”118   It stipulated 
that, “each federal program was required to explicitly identify measures and goals for 
judging its performance and to collect information on an annual basis in order to 
determine if it was meeting those goals.”119 

The next big step in government responsibility was the creation of the Program 
Assessment Rating Tool (PART), under the Office of Management and Budget, which 
was developed to “assess and improve program performance so that the federal 
government can achieve results.”120  PART examines agency design, performance, 
measurement, and results using a questionnaire composed of approximately 25 “common 
sense” questions.121  The results are tabulated and kept on a database, which allows 
everyone to look up the performance level of the 1000+ agencies.  A program is rated on 
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“how well a program is performing, so the public can see how effectively tax dollars are 
being spent.”122  Legislation proposed that is similar to PART is the Government 
Reorganization and Program Performance Improvement Act of 2005.  This legislation 
essentially has two main purposes, creation of a Results Commission and a Sunset 
Commission.  The Results Commission “would consider and revise Administration 
proposals to restructure or consolidate programs or agencies to improve their 
performance.”123  The Sunset Commission “would consider Presidential proposals to 
retain, restructure, or terminate programs.”124 

Some would argue that the current reauthorization process is a primitive sunset tool that 
already exists on the federal level.  It leaves the majority of the power of determining 
efficiency and accountability of an agency almost solely up to the legislative branch and 
Congress.  There is almost no involvement by any presidential power in the 
reauthorization process, unlike that proposed by the 1995 Act. 

The drive for sunset on a federal level has encountered heavy resistance that has impeded 
the idea from passing as a national government accountability program.  Congressman 
Lloyd Doggett, the original champion for sunset legislation in Texas, has sponsored and 
co-sponsored numerous bills to initiate sunset review within the federal government, yet 
none of these bills were passed by Congress.  Recently, Congressman Kevin Brady (R-
Texas) took the lead for sunset and proposed H.R. 3282, the Abolishment of Obsolete 
Agencies and Federal Sunset Act of 2005.  This 2005 Sunset bill died in committee. 

So, if sunset is such a useful tool in Texas, why do federal sunset bills—bills sponsored 
by Texas congressmen—not survive?  In general, many members of Congress are 
reluctant to break the iron triangle—the strong relationships between legislators, 
agencies, and lobbyists.  Additionally, skepticism and lack of trust across political parties 
removes the bipartisan support necessary for a successful sunset review process. 

Citizen opposition to federal sunset legislation arises from many different sources, most 
with the same fear:  implementing sunset reviews of the federal government will 
eliminate important agencies for the sake of saving money.125  Since sunset legislation 
mandates that agencies are automatically abolished unless renewed by passing bills to 
extend them, both congress and the president must agree on an agency’s existence.  If a 
powerful president with a personal agenda vetoes a sunset bill, the agency is abolished 
without an overriding vote by congress.  On the state level, with political power divided 
between the state legislature and the governor, this concern is less prevalent, resulting in 
more citizen confidence in the sunset review process. 

Where is Sunset Going? 

This deeper look into the Texas Sunset Advisory Commission begs the question:  Where 
is sunset going?  Based on the past, the Texas sunset process is adaptable to changes in 
leadership and desires of the legislature.  This adaptability, along with a process that 
appeals to both parties of government, contributes to the longevity of sunset in Texas.  
Through its people, support, and flexibility, the Texas Sunset Advisory Commission has 
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created a successful process to cut waste in government; a process that is likely to remain 
in Texas as a government reform mechanism. 

But, is Texas an anomaly?  Some of the elements of success are unique to Texas, yet 
success is not confined only to the defined elements—committed leadership, strong staff 
capabilities, political champions, strong legislative support, time and space to do 
substantive work, flexibility, and bipartisan support for government reform.  Can other 
states, like Florida, revisit sunset legislation and implement the government reform 
measures successfully?  Incorporating some of the elements of success may contribute to 
successful and long-standing sunset review processes in other states. 

Implementing sunset on a national level presents different challenges than those faced in 
Texas.  The shear size of the federal government leads to difficulty in performing reviews 
and breaking of the iron triangle between legislators, agencies, and lobbyists.  
Overcoming these obstacles is necessary before a successful government reform 
mechanism like sunset could be implemented effectively. 

So, where is sunset going?  Ultimately, only time will tell;  however, evidence of the past 
and analysis of the present hints to the continued success of Texas sunset for the future. 
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Chapter 5.  Case Study: The Texas and California Performance 
Reviews 

by Luke Brennan, Jennifer Gorenstein, Colleen Kajfosz, and Brian Larson 

Executive Summary 

A Performance Review (PR) seeks to enhance government by reducing waste and 
increasing efficiency while maintaining and improving the level of government services.  
The purpose of this case study is to assess and compare relevant factors of the PR effort 
in Texas in 1991 to those in California in 2004. 

Creating a successful PR involves more than simply increasing taxes, raising licensing 
and user fees, and employing accounting tricks.  Creating a successful PR that transforms 
what government does and how it functions requires the public sector to think in 
fundamentally new ways and to develop innovative approaches to improve processes and 
service delivery. 

Based on analytic histories of the Texas Performance Review (TPR) and California 
Performance Review (CPR), five factors are necessary for successful PRs, including the 
fiscal and political environments, vision, leadership, stakeholder management, and 
process development. 

Lessons Learned 

Using the Environment as a Catalyst  

In both PRs, the environment served as a catalyst, but this is only part of the equation.  
Leaders should identify political and fiscal constraints and effectively communicate these 
limitations to stakeholders.  The environment can be used as a rationale for a PR—the 
call for change, but changes must be seen as benefiting the greater good.  To be 
successful, government leaders must convince stakeholders that the PR process is 
necessary to address a crisis.  Both PR processes attempted to save money, but the TPR 
was better portrayed by leaders as a solution to a budget crisis while the CPR was 
sidelined as a fiscal solution by the huge borrowing that the governor had already 
instituted.  

Visions, Goals, and Expectations 

The two PRs had similar cost-saving goals, but different visions.  In Texas, the auditor-
heavy research teams focused on fiscal savings to avoid taxes and the PR began as a 
small project that grew naturally as auditors found more and more areas of savings. 
While aspects of reorganization became part of the recommendations of the TPR, it was 
designed to save money by fully exploring the government’s budget and operations.  
California, on the other hand, sought savings through government transformation—
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changing the unwieldy bureaucracy, upgrading technology, planning for mass retirements 
and creating a more efficient, streamlined government. 

Leadership, Followership, and Institutional Knowledge 

A strong leader can effectively communicate a message that a fiscal crisis is large enough 
to warrant a PR.  Without someone to properly champion a PR, the process will not 
withstand the opposition that will inevitably rise against it. 

Both Texas and California had new administrations coming into power when the PRs 
began; but that is where the similarities end.  John Sharp was a fixture in Texas politics 
and had deep institutional and legislative knowledge.  Arnold Schwarzenegger was a 
neophyte to politics, elected on a platform of change. This internal (Texas) versus 
external (California) distinction led to many differences in how each PR was run, leading 
to problems for California and success for Texas.  

Stakeholder Management 

To complete a successful PR, different agencies and organizations must cooperate and 
believe that the process is necessary.  Agencies must work with auditors to find places 
where savings can be made.  The executive branch must work with the legislature to get 
the necessary support to put PR recommendations into law.  The public must also be 
supportive to apply pressure as the PR recommendations pass through the legislature. 
Stakeholder management is a crucial factor in making a PR successful and each state 
handled it differently 
 
It was here that the two PRs truly deviated.  In Texas, there was a sustained, strategic 
effort to involve stakeholders crucial to the process.  In California, stakeholders found 
ample reason to oppose the CPR.  A skeptical and uninvolved opposition legislature had 
little reason to support it. 

Process Development and Management 

Time is one of several critical factors—the final goals must be identified and given an 
appropriate timeline; reorganization will take probably take much longer than an audit.  
Another important factor other is the degree of secrecy.  Any such large effort requires a 
closed-door decision making process.  However, a full final accounting of contributors 
and their roles is essential.  Policies like confidentiality agreements may do the process 
more harm than good.  It is simply too easy for opponents to frame a PR in which private 
sector players are consulted as something sinister—which is exactly what happened in 
California.  

The staffing process is integral. Texas benefited from trained auditors brought in from the 
Comptroller’s office to do what they did best.  California—with no one agency “hosting” 
the PR—relied upon a cross-agency recruitment effort.  While many talented people were 
brought on board, workers did not always have strong fiscal analytic skills, leading to 
process slowdown.  Instead of having the prior knowledge of the system and where 
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savings could be found, CPR staffers to some extent had to learn the system from the 
ground up. 

Introduction to Performance Reviews 

By the end of 1990, the United States officially slid into a recession, and Texas found 
itself in a serious fiscal crisis with an estimated budgetary shortfall of $4.3 billion.1  Bob 
Lauder and other state workers conducted a line-by-line budget audit.  Lauder was in 
charge of auditing the Texas Department of Public Safety (DPS).  Because he had never 
worked with DPS, he relied on his creativity and accounting background to root out 
government waste, and pushed for a number of controversial recommendations.  After 
much head-scratching, he realized that 350 police officers were stationed at local motor 
vehicle branches to assist in completing drivers license applications, a task better 
executed by clerks with typing skills.2  This was the sort of bureaucratic waste that could 
no longer be tolerated.  It may sound simple to transfer or retire DPS officers to save 
Texas millions of dollars in the long-run, but with every recommendation, the political 
implications had to be considered before it was ultimately included in the 1991 TPR, 
“Breaking the Mold.”3 

To improve the quality and delivery of services, government should cyclically reform 
itself to better meet the demands of its constituencies and operate successfully in an ever-
changing environment.  Boosting accountability and improved government performance 
are not new topics.  The process by which successful, measurable outcomes are achieved 
is complex and difficult.  The political landscape is littered with unsuccessful and now-
forgotten government redesign initiatives, such as the Grace Commission in the 1980s, 
and the National Performance Review from the Clinton Administration, yet their ultimate 
goals to reduce waste and increase efficiency are essential tasks of any organization. 

As any manager can attest, public sector change is like pushing an elephant up a hill.  
Sound like an overstatement?  Can refining your widget production process really change 
things?  

In the private sector, markets tend to correct inefficiencies and obsolescence, forcing 
companies to either embrace change or perish.  Despite looming budget cuts, impending 
mass workforce retirements, and growing demands on services, governments will not be 
posting “going out of business” signs anytime soon.  The public sector resists change, but 
in the end, government can be forced to alter practices to maintain operations and 
continue to serve the needs of the general public.  For states, who cannot run deficits 
when the economy worsens, reducing expenditures, increasing revenues, and preserving 
public services are difficult propositions.  In the coming fiscal year, 22 states will likely 
face budget gaps4—how are states coping with mounting fiscal pressures and what 
strategies are they using to retool government?  See Table 5.1. 
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Table 5.1 

Retooling Government During a Fiscal Crisis 

Increasing Revenues Decreasing Expenditures 

Increase Taxes 

Raise licensing and user fees 

Apply accounting tricks 

Sell assets 

Use reserve funds 

Garner more federal funding 

Consolidate functions  

Outsource 

Eliminate programs 

Streamline processes 

Automate labor intensive work 

Source:  Data from authors from Texas and California interviews, November 5, 2007 - March 17, 2008 

(The LBJ School of Public Affairs, The University of Texas at Austin). 

 

Reform efforts can take on different shapes and sizes, ranging from a line-by-line budget 
audit to substantial government reorganization (see Figure 5.1).  Reforms can go by many 
names, including transformation, reorganization, redesign, reinvention, and re-
engineering, but collectively, these efforts are embodied in a process called a 
performance review.5  Simply, a PR seeks to enhance government by reducing waste and 
increasing efficiency, at the same time as maintaining and improving the level of 
government services.  PRs can apply to a single department or an entire government.  As 
will be seen later in this chapter, government-wide PRs raise a host of issues that make an 
already challenging process more difficult. 

 

Figure 5.1 

Reform Continuum  

 

Source:  Data from authors from Texas and California interviews, November 5, 2007 - March 17, 2008 

(The LBJ School of Public Affairs, The University of Texas at Austin). 
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What are successful strategies to improve the productivity and efficiency of government?  
Creating a successful PR must be more than a few pen strokes altering the bottom line.  
True—increasing taxes, raising licensing and user fees, and employing accounting tricks 
by moving a payroll date by one day are quick ways to eliminate cash flow problems 
during any given fiscal year.  But these are certainly not without controversy.  Creating a 
successful PR that changes what government does and how it works requires groundwork 
and discipline, it requires the public sector to think in fundamentally new ways, and to 
develop innovative approaches to improve processes and service delivery. 

Based on findings from the TPR and CPR, five factors become visibly important to 
launching successful PRs, including the fiscal and political environments, vision, 
leadership, stakeholder management, and process development (Appendix H, Five Factor 
Framework).  

Assessing and combining these five factors to complete a successful PR is difficult, but 
not impossible.  The TPR––a model for other states and even the national government––
may have been a once-in-a-lifetime situation where all of the pieces fell into place, but if 
leaders take stock of the key lessons of the TPR story and caution against the tales of the 
CPR, they may well increase their chances of success. 

The Texas Performance Review 

Environment 

By the fall of 1990, there was little doubt the U.S. economy was headed for a recession.6  
An anticipated loss of over 100,000 jobs put the general public on high alert, and 
economic output dropped.7  The oil industry relished the impacts of the Iraqi invasion of 
Kuwait, which doubled oil-prices to $40/barrel.8  By 1992, the unemployment rate rose to 
7.5 percent, the third highest peak since 1948.9  The economic outlook was dark. 

The 1990-1991 recession, although short-lived, especially impacted the Energy Belt 
states.10  In November 1990, John Sharp was elected Texas Comptroller of Public 
Accounts, and when he stepped into office, he estimated that the economic slowdown 
would cost Texans 40,000 jobs.11  “In the early 1980s, Texas had a lot of oil money, [and 
there was] no budget problem.  Then the oil and S&L crises hit,” remembered Ruthie 
Ford, Budget Policy Analyst who worked in the office of the governor during the TPR.12 

Texas struggled to balance the budget and maintain its current level of services without a 
tax increase.13  It would be more than an increase—Texas had no state income tax, and 
that suited most residents just fine.  Tax increases, rarely popular with an electorate, 
would be political suicide with Texas voters.  Lieutenant Governor Bob Bullock found 
out the hard way.  “Bullock had called for a [state] personal income tax and he just got 
killed.  He was in Houston at the Galleria [Shopping Center] and some guy said, ‘There is 
Bob Bullock’ and there were 300 screaming people.”14  A state income tax would have to 
be voted into action through a referendum.15  There was a crisis brewing in Texas, and if 
spending continued the way it had been, lawmakers would have no choice but to impose 
the tax or drastically reduce services. 
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When he addressed a news conference shortly after he was elected, Sharp said bluntly, 
“Disaster [is] around the bend.”  Lawmakers would need “an extra $4.2 billion to balance 
a 1992-93 budget [that would provide an adequate] level of services and [meet] court-
ordered obligations for prisons and mental health and mental retardation.”16  To stave off 
the impending fiscal crisis, the newly elected comptroller first recommended a seven-
month hiring and spending freeze that would generate over $580 million in savings 
before the fiscal year close on August 31, 1991.  Next, Sharp recommended a line-by-line 
audit of the budget to generate over $3.5 billion in “savings for the two-year budget 
cycle, beginning [September] 1, [1991].”17  According to Sharp, people criticized the 
plan, and he challenged them to come up with a better idea.18 

Bullock weighed in, cautiously optimistic that a state income tax could be avoided, “I 
have reasonable expectations that with this freeze and a few other things—no smoke and 
mirrors—that we can get by without a tax bill during this regular session.”19  The 
numbers got worse—the projected shortfall ballooned to $4.5 billion, with a $296 million 
deficit for fiscal year 1991. 

To put the budget back in the black, leaders in Texas could cut programs across the board 
and force increases in taxes.  However, there was another possibility—a performance 
audit to ruthlessly cut the fat from state programs and maneuver spending into something 
more manageable.  Sharp and Bullock masterminded a PR to assess government 
operations.20  This was the first time Texas had tried anything that resembled a large-
scale PR, and the Comptroller’s office funded the operation.21  Bullock’s proposal would 
use staff and money donated by other state budget organizations, including $500,000 
from Sharp's office.22  The project would be run as efficiently as possible. 

A performance audit was more politically palatable compared to options that were 
considered—raising taxes and cutting programs.  Within a week, the TPR was officially 
approved in Senate Bill 111, introduced by Democrat John T. Montford.  The Senate Bill 
stated, “Senate Bill 111 requires the Legislative Budget Board (LBB), the state’s chief 
budget-writing body, to conduct a review of state agencies and the programs, services 
and activities operated by those agencies… It requires a series of recommendations to be 
presented to the Legislature by July 1, 1991.”23  “The LBB also produces a proposed state 
budget for the upcoming two-year budget period; this draft provides a basis for preparing 
the actual state budget.”24 

“Critics [said] the proposal would shift power from the 10-member Legislative Budget 
Board and the House and Senate committees to a triad of officials,” including the 
Governor, Lieutenant Governor, and the Speaker of the House.25  Because writing the 
state budget is traditionally a function of the LBB, many legislators cried foul and 
accused the comptroller of engaging in a power grab.  One confidential memo to the 
speaker of the house from a staff member stated, “the Legislature, not the Comptroller, 
should get public credit for cost-saving ideas and governmental reorganization that 
increases efficiencies.”26  “Everybody is hollering ‘power grab,’ but I haven't seen any 
other better ideas for tackling an estimated $4.2 billion shortfall in state finances,” 
Montford said of the accusations.27 
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“Change is a function of having a crisis,” explained Greg Hartman, Executive Assistant 
to the Comptroller from 1991 to 1995.28  According to Alan Pollock, one of the TPR 
managers, “Government does not move very well [toward] changing business unless they 
are faced with a crisis.”29  Because the budgetary shortfall threatened to take hard-earned 
money out of the hands of Texans, legislators felt they had no choice but to allow John 
Sharp to conduct his performance review. 

Vision, Goals, and Expectations 

According to Sharp the TPR’s origins went back to the Bullock and Sharp election 
campaigns: “We thought about it during the campaigns and we told Bullock about it.  We 
mentioned it some, but it didn’t get much press.  Bullock mentioned it, but it didn’t get 
much press.”30 

The original savings projections were conservative.  This was a shot in the dark—at least 
the public relations would be good.  When Sharp asked Billy Hamilton, Deputy 
Comptroller, to manage the PR, they figured they would end up with several hundred 
million dollars in savings.31  When Texas leaders decided to conduct a PR, they knew 
government could run more efficiently—“every organization can run more 
efficiently…[but] the recommendations [must be] practical and politically palatable.”32  
What they did not know was how much money they could save.  By keeping the initial 
projections conservative, Sharp and other leaders essentially set themselves up for 
success.  

Texas state legislators thought the audit would fail to produce enough savings and new 
revenue to avoid the tax increase.  Sharp commented that “in the back of their minds, the 
legislators thought ‘let some other guy fall on his face to cut spending rather than them.’  
They knew they were in trouble fiscally… and a lot of them assumed that from the 
beginning that [the performance review] would fail…and it would provide a rationale for 
a tax increase where legislators could save the day and respond ‘see the Comptroller 
failed’.”33 

Texas had not previously conducted a comprehensive PR, and it was perhaps the shroud 
of the unknown that facilitated the TPR’s many successes.  “When Sharp’s team of more 
than 100 auditors began work, some forecast they would find between $200 million and 
$400 million in savings.  As the estimates climbed, they stunned observers and led to 
comments about Sharp’s use of the media to publicize his efforts.”34  Sharp reminisced, 
“I don’t know what we were thinking.  It could have been a total disaster…  We did it in 
140 days and after a month we thought… maybe [we would save] $2 billion.”35   

When the first TPR report, “Breaking the Mold,” was released, the number was actually 
more like $4 billion in savings “and another $1.3 billion in other funds, mostly increased 
federal grants.”36 

Dr. Michael Granof, a University of Texas at Austin (UT) professor and authority on 
public sector financing, criticized the report claiming it was full of “accounting 
gimmicks” that did not include increasing revenue, but rather pushed debt forward.  
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However, few, including Dr. Granof, could argue with its overall success.37  “House 
Speaker Gib Lewis predicted ‘90 percent’ of it [would] be implemented, and Lt. Gov. 
Bob Bullock called it the finest piece of work that [he had] ever seen during [his] entire 
time in office.”38 

 

Table 5.2 

Examples of TPR Recommendations 

• Consolidation of 12 departments to one Health and Human Services Department 

• Increasing driver’s license fees from $16 to $25 

• Raise diesel fuel tax by 4.5 cents per gallon 

• Creation of a central personnel office that would handle all Texas state employee 
applications 

• Elimination of discounts for businesses who pay their taxes on time 

• Restructuring of the Texas Education Agency 

• Expansion of prison privatization experiments 

• Privatization of state janitorial and security services 

Source:  “Texas Performance Review Summary,” The Austin American-Statesman (June 27, 1991), p. A12. 

Online. Available: Factiva, http://global.factiva.com/. Accessed: November 21, 2007. 

 

According to Senator John T. Montford, “the final report, ‘Breaking the Mold’, identified 
975 recommendations with an estimated savings of $5 billion-plus” (see Table 5.2).39  
The scorecard on TPR was kept based on whether or not the bills were passed and the 
budget was cut.40 

In the end, “the Legislature approved two-thirds of the recommendations, realizing $2.4 
billion in savings or revenue gains for the 1992-93 budget period.  It was also agreed that 
TPR would become an ongoing function of the Comptroller’s Office.”41 

The primary goals of the TPR were to increase efficiency, maintain the level of service 
provided by state agencies, and reduce costs without imposing a state income tax.  At the 
inception of the project, savings were estimated at $200 million; however, over the 
course of the 140 days that number rose to over $5 billion. 

Stakeholder Management 

TPR would never have made it through the 140 day period intact if leaders had not 
strategically included to influential stakeholders as part of the process—the voting public, 
state workers, and elected officials.  One of the most important aspects of stakeholder 
management was the vigilance with which the team responded to special interest groups 
and lobbyists. 
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The Comptroller’s “savings plan was drafted and publicized with ‘Bubba,’ [the average 
Texas voter], in mind.”  Part of the process generating the recommendations for 
“Breaking the Mold” and educating the public included a series of nine hearings attended 
by state officials.  Governor Ann Richards made appearances, and people could see that 
she supported the Comptroller’s endeavor.42 

To communicate with the general public, Deputy Comptroller Billy Hamilton suggested 
that state workers and citizens who could not make it to the hearings, contact TPR staff 
by telephone with their cost-saving suggestions.  He created an easy to remember, toll 
free hot-line, 1-800-BEAT WASte.43  State workers anonymously called the hotline. “A 
bunch of the work had been done long ago by frustrated state workers, and no one ever 
paid attention to them.  They already had the ideas.  They already had the reports.”44  
State workers were already invested in government, they wanted to make it work better, 
and now they had a willing audience. 

Not only did the team request information from “average citizens,” but the report was 
actually written with “Bubba” in mind.  According to manager Alan Pollock, the report 
was full of technical information, but that might be difficult for the average Texan and 
legislator to read and comprehend.45  To help make the report more readable, the TPR 
staff issued a style guide and required auditors to refer to it to “translate complex issues 
into plain language… [to communicate with] a broad target audience including the media 
and the general public.”46 

According to Sharp, the success of the TPR was in large part due to the fact that people 
were “knocking on the door saying they wanted to be part of the [performance 
review]…because they thought government was necessary, and wanted to make it 
better.”47  TPR team members were selected based on their expertise, auditing skills, and 
institutional knowledge about Texas politics and government.48 

One of the strategies to combat pressure from special interests and lobbyists was to 
respond to everyone who spoke out against the operation.  Early in the process, the 
Chancellor of UT took a swipe at Sharp and company, and the Comptroller’s office made 
the decision to take on the University to make a point.  

Hartman explained that sometimes, “the best way to make a point was to lose a battle.49  
There was a chance that losing would make the TPR team look incompetent, but they 
knew that losing a battle with UT early on would not deem Sharp a failure.  Rather, 
publicly standing up to the giant deemed him a warrior who was willing to take on 
anyone who got in the way of the audit.50 

Because Sharp had been a member of the senate and was good friends with many 
legislators, he knew it was necessary to periodically report the progress of the TPR 
throughout the process.  However, he also recognized that keeping the recommendations 
intact was a direct result of keeping the details secret.  Gib Lewis, Speaker of the House, 
wanted Sharp to tell him their assessments, but Sharp refused, saying “he would go 
blab.”51  Legislators knew about the PR in the spring of 1991, but they did not know what 
the Comptroller’s office would find and recommend.   
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When stakeholders asked what would come of the report, TPR staff responded that they 
were “doing research,” and the recommendations were carefully guarded because the 
element of surprise was imperative to keep the report intact.52  If the details of the 
recommendations leaked, special interest groups and lobbyists would have a much better 
opportunity to attack and dismantle them before they saw the light of day. 

Other stakeholders left the Comptroller and his staff to do their work.  “[Governor] 
Richards wasn’t a problem because she [didn’t want to raise taxes].”53  And if they did 
not have a budget by August 31, the government would shut down.  “That got everyone’s 
attention,” Sharp remembers.54  On the day of the vote, the governor’s office presented a 
united front to the legislature (see Figure 5.2). 

 

Figure 5.2 

“Breaking the Mold” Launch 

Source:  Interview by Jennifer Gorenstein and Colleen Kajfosz with Greg Hartman, Director of 

Communications, Texas Performance Review, Texas Comptroller of Public Accounts (former), Senior 

Vice President, Marketing and Planning, Seton Hospital (current), Austin, Texas, March 13, 2008. 

Note:  Image of “Breaking the Mold” hearing in 1991.  First row (left to right): Texas Speaker of the House 

of Representatives Gibson Lewis, Lieutenant Governor Bob Bullock, Deputy Comptroller Billy 

Hamilton, Governor Ann Richards, and at podium Comptroller John Sharp.  Reprinted by permission 

of Greg Hartman. 
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Leadership, Followership, and Institutional Knowledge 

When Texas faced a fiscal crisis, John Sharp and Bob Bullock saw an opportunity.  
Rather than raise taxes or push through draconian cuts, key players in the Texas power 
structure designed and implemented a PR.  A combination of department reorganization, 
strategic cuts and accounting sleight of hand, the TPR was the best, or the least bad 
option, for the state.  A number of politicians made it happen, but Sharp was the atom's 
nucleus, a shrewd, battle-scarred insider who took advantage of the opportunity with 
which fate had presented him.  

Billy Hamilton was, in some ways, Sharp’s alter ego.  More laconic and less theatrical 
than Sharp (which made sense, since Sharp was a product of Texas politics, while 
Hamilton was a lifelong civil servant), Hamilton proved to be the powerful engine that 
generated the savings.  Under his stewardship, Texas government slid away from the 
precipice, discovering $4 billion in savings, cuts and alternative revenue streams.  In 
time, Hamilton would work at the national level on Vice President Al Gore’s 
“Reinventing Government” initiative of 1993-94 and consulting with other states as they 
attempted their own Texas miracles. 

In Texas, the Lieutenant Governor’s office is more powerful than that of the Governor.  
Lt. Gov. Bob Bullock used the power of his office and the force of his “Godfather” 
presence in the Legislature to champion the TPR from behind the scenes.55  “Bullock was 
the coach…he made sure that [the bills were] assigned to the appropriate committees… 
and he [made] sure things did not get out of whack,” said Hartman.56  

Leadership was key on many levels.  Sharp hand-picked leaders in each auditing field he 
already knew had the prerequisite vision, communication skills, political savvy, auditing 
expertise, and institutional knowledge.  As soon as Senate Bill 111 passed, “Comptroller 
Sharp assembled a team of more than 100 analysts from 16 state agencies and the private 
sector to review budgets, interview agency staff and brainstorm ways to improve 
government.”57  The teams were divided by government function (e.g., health, education, 
transportation).58  A number of the staff members were auditors, but all had extensive 
experience in state government.  Bullock allowed Sharp full hiring power to pick anyone 
from the state government.59 

Governor Ann Richards, Lt. Gov. Bob Bullock, and Comptroller John Sharp, all 
Democrats, presented a united front during legislative hearings and then when they 
launched the recommendations  

Process Development and Management 

There is a balance between sensible secrecy and paranoia.  Although the public was 
encouraged to provide input and help identify government waste, to keep the TPR on 
track, important information about the actual recommendations was systematically leaked 
or withheld. 60 
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The 100-plus staff members of the TPR worked energetically on the 11th floor of a state 
office building occupied by the comptroller.  It was close quarters and locked down to 
maintain the confidential operation that took place over a 20-week period from passage 
of the bill to the launch of the recommendations (see Figure 5.3).61 

 

Figure 5.3 

TPR Timeline and Methodology 

 

Source:  Adapted from Texas Comptroller of Public Accounts, Progress Report to the Governor and 

Legislature, April 1, 1991.  

 

The secrecy, unsurprisingly, agitated leadership at state agencies, fearful of a falling ax.  
“The Texas Department of Criminal Justice (TDCJ) was one of the most paranoid 
agencies…they were trying to undermine [the process] every step of the way,” said 
Pollock.62  Relations between the TPR team and TDCJ deteriorated to the point that a 
TDCJ employee was caught late at night sifting through discarded paperwork in the 
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dumpster outside the TPR offices.  Alan Pollock noted that they “bought some shredders 
after that.”63 

Billy Hamilton incorporated the “tollgate system” to review each recommendation, and 
the meetings sometimes went on for days.64  Hamilton created the “issue docket”—a 
scrupulous list of agenda items that were reviewed regularly by TPR teams and by project 
management. 65 

Accuracy was a critical feature of every recommendation, because with correct 
information, Sharp “could say exactly [how much money would be saved], which was 
what went in the revenue estimate.”66 

The tollgate meetings were critical to the success of the TPR because they facilitated 
meetings between political thinkers and auditors.  The directive to the auditors was to 
think creatively and consider any area for savings fair game.  In the tollgate meetings 
they “all sat in a big conference room… with Hamilton, Sharp, and Hartman” and the 
auditors “pitched their cases to [Sharp].”67  The lead analyst of the subject area “laid out 
what needed to be fixed, and [Sharp’s political team] tweaked [the ideas] to be more 
politically palatable.”68

  Sometimes the tollgate process sparked heated debates between 
Sharp and the auditors who fervently defended their ideas.  Because Sharp had to 
consider more than just what made good business sense, good ideas did not always make 
the cut—there were, after all, political realities to respect.  

Notably, the TPR process found “really smart analysts [and let them do their jobs], and 
then [they] had brilliant political people to sell [the] stuff.”  Political communication was 
the part of the strategy that got the changes through.69  “Communication is just as 
important as data analysis and number crunching.”70 

After drafting the recommendations for “Breaking the Mold,” the team identified statutes 
and wrote the legislation to implement the specific recommendations—another 
innovative process in the TPR design.  “Then we had to craft the legislation.  You had to 
find the statute in order to change it.”71  Providing legislation with each of the 
recommendations also made opposition more difficult because nobody really knew what 
was in the report when it came out, but most of the strings were already tied.72

 

Finally, the legislature called for a 30-day special session to review TPR.  Sharp stated 
that the legislature passed 64 percent of his ideas.73  “Although proposed were $5.2 
billion in savings, the plan that was passed included $4.2 billion in changes, but $2 billion 
are based on tax and fee increases” (see Table 5.2).74 

When “Breaking the Mold” was finally presented, a newspaper reporter pontificated 
that, “once the great body of taxpayers heard Sharp’s first pocket-soothing words, 
Texans flew into a leap of faith and landed with their heels dug in against any new 
taxes.  But once a myriad of individual groups within that great body of taxpayers 
bothered to read Sharp’s plan, their cries of anguish and demands for exception 
started to crowd the already boxed-in [legislature].  From the standpoint of a usually 
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distant observer, the biggest question unanswered in state government today is: How 
did they let John Sharp do this to them? Indeed, why did they help Sharp.”75 

 

In the end, the TPR avoided what Texas feared most—a state income tax.  Although 
some criticized the TPR as over inflated and said that the recommendations were merely 
“gimmicks,” what took place over the 20-week period in 1991, was nothing less than a 
“perfect storm,” aligning the environment with successful vision, leadership, project 
management, and stakeholder buy-in.76 

The legacy of “Breaking the Mold” charted the course for future performance reviews.  
“The TPR was successful for a decade… this more than anything makes it important in a 
unique way.”77 

Some people involved in the process say the TPR was actually more successful the 
second time.  Sharp, Hamilton, and Hartman had developed an effective methodology, 
there was still an element of surprise only now “low hanging fruit was gone and [the 
analysts] had to do more research [and] look under more rocks to find savings.”78  The 
second TPR report, “Against the Grain,” was released in 1993, and according to Pollock 
the recommendations were better “and overall less costly” to implement.79 

As the process continued through the 1990s, lobbyists knew where to look and TPR “hit a 
point of diminishing returns.”80  Hartman asserts that “they created a bureaucracy around 
it [as the years passed, and] it became its own reflection of what it was supposed to 
stop—a bureaucracy.”81 

The PR responsibilities were finally moved from the Comptroller’s office in 2003 in the 
HB 7 Government Reorganization Bill which “[transferred] the responsibility for 
conducting state agency performance reviews and school performance reviews from the 
Comptroller’s office to the LBB.”82  According to sources, “relations between 
[Comptroller] Strayhorn [who took over after Sharp left in 1998] and Governor Rick 
Perry in particular were so frayed that the Legislature passed a government 
reorganization bill openly described as ‘Get Carole,’ stripping the comptroller’s office of 
various powers.”83 

The California Performance Review 

California’s Environment: Gray Days 

By 2003, exhausted and disillusioned California voters were looking for a new leader to 
deliver them from a series of fiscal missteps and bad luck impressive by even California’s 
checkered history. 

Democratic Governor Gray Davis had been re-elected in November 2002 as an unpopular 
incumbent facing hard financial choices—67 percent of his opponents’ support came 
from voters simply not liking Davis and he faced a budget deficit in the range of $15-$20 
billion.84  Californians were struggling through a recession exacerbated by the 
information technology crash of 2000-2001.85 
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Part of the problem was the fallout from a massive energy crisis.  An energy deregulation 
plan—badly mishandled by the Davis administration—hit the voters’ pocketbooks hard.86  
Making matters worse for himself, Davis argued for bailouts for power companies he’d 
accepted campaign cash from.87 

As bad as things were, few people were prepared for an astonishing 2002 Christmas gift 
from Sacramento.  In mid-December, Davis dropped the bombshell:  Californians should 
brace for $34.8 billion revenue shortfall over the next year and a half.88  Roughly half of 
the deficit could be traced to the tax revenue drop thanks to a struggling economy, while 
over a third stemmed from temporary fiscal solutions to stabilize the current year.89  (The 
fiscal situation actually worsened in the next few months.  By July 1, 2003—the 
beginning of the next fiscal year—the deficit estimate had increased to $38.2 billion).90 

Golden State voters had had it with their hapless governor.  By the end of April, an effort 
to remove Davis was steadily building strength as 60,000 signatures (of a necessary 
900,000) were collected to add an election recall measure to the fall ballot.  Davis 
popularity dipped to 24 percent—the lowest ever recorded for a California chief 
executive.91 

The recall election was held on October 7, 2003, and consisted of two questions:  should 
Gray Davis be removed and, if so, who should replace him?92  By the day of the recall, 
one candidate was the surprising odds-on favorite:  Republican action star and 
businessman Arnold Schwarzenegger.93  On Election Day, Schwarzenegger not only 
handily beat Davis, but, according to exit polls, cut deep into Democratic base groups 
including a plurality of women in all age groups.94 

Schwarzenegger now faced the repercussions of many of the circumstances that brought 
him to power.  According to the California Legislative Analyst’s Office (LAO), the 
deficit for the following fiscal year was as high as $21 billion.95  (An early 2003 LAO 
report pointed out that the “significant gap” between the governor’s and LAO deficit 
estimates stemmed from “differences in the two agencies’ respective forecasts of 
revenues and, to a lesser degree, the program caseloads that drive expenditures” and 
“differing assumptions about what the “baseline” level of spending is from which budget 
adjustments will need to be made.”)96  Schwarzenegger had also pledged not to raise 
taxes and faced a Democratic legislature which had vowed to halt any spending cuts.  In a 
taste of things to come, senate leader John Burton remarked to a reporter that “campaign 
talk is always one thing; governmental action is another.”97 

Part of Schwarzenegger’s initial fiscal rescue strategy involved again using the ballot box 
to his advantage, pushing two key referendums.  Proposition 57 would provide a $15 
billion bond issue to pay down the General Fund deficit by the end of June, 2004.98  
Proposition 58 would require a balanced budget for the state.99  

Both passed in March 2004 and it appeared that Schwarzenegger’s threat to go around the 
Legislature if necessary—by appealing to the public—could work.100  Making an 
observation that would later prove ironic, former Governor Pete Wilson remarked that 
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“[Schwarzenegger] is going to be in a position where [the Legislature] ignore his requests 
at their own peril.”101 

With victories in hand, Schwarzenegger looked to the release of another cost-saving 
measure his team had been working on since before he was elected:  the CPR. 

Vision, Goals, and Expectations: Dreams of a Blockbuster 

The CPR would prove to be much more than just a state audit, like its Texas predecessor.  
The public had a hint of what was to come when during the campaign Schwarzenegger 
referred to California’s labyrinth system of government and declared: “I don’t want to 
move boxes around.  I want to blow them up!”102  A bold reimagining of California’s 
public sector was on the way (Appendix I, Current California Government Structure). 

At its heart, according to CPR director Adrian Farley, the CPR’s goals were similar to the 
TPR—to improve efficiency and accountability in state government.103  The scope of the 
proposed changes, however, would be far more expansive than any Texas Performance 
Reviews had been.  

Paul Miner, Schwarzenegger’s Chief Deputy Cabinet Secretary, who served as the CPR’s 
lead adviser, began his association with the governor as the research director for 
Proposition 49, Schwarzenegger’s 2002 after-school initiative which had helped pave the 
way for his election.104  Between Proposition 49 and the recall election, Miner read a 
report from the Reason Foundation, a market-oriented think tank, on “rightsizing” 
government, which helped spark the idea for a total review of California state 
government.105  (Miner had also previously worked for Governor Pete Wilson, who had 
supported a similar “Cutting Red Tape” initiative).106 

The Reason Foundation report, the “Citizens’ Budget 2003-05”, contained many ideas 
which would find a home in the CPR.  The report’s authors argued that neither tax 
increases nor program cuts (or a mix of the two) are required to resolve California’s 
current crisis; rather, the answer lies instead in government restructuring, performance 
improvement and deregulation to foster a more business-friendly environment.107  (One 
of the authors, George Passantino, even went on to serve as a director on the CPR.)  The 
report even contains a diagram of a reorganized executive branch very similar to the 
illustration in the later CPR report (Appendix J, “Citizen’s Budget” Proposed 
Reorganization Plan).108   Where the initial TPR had been largely shaped by the approach 
and mindset of state auditors—numbers above all—the CPR would reflect a different 
genesis, drawing from a market-friendly, business process model-influenced approach 
driving government transformation. 

Many of the CPR’s observations and conclusions reflect this approach.  “There are more 
than 4,000 job classifications used in state government, but only two have the words 
‘customer service’ in their title” read one memorable observation.109  In a section titled 
“Smart Management Decisions,” the writers argue: 
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Government hires employees, it manages a payroll, it buys and sometimes sells 
goods and services, it maintains a set of financial records, it deals with the public 
on a daily basis and it offers “products” to its customers.  In managing these 
operations, government can and should operate like a business.  It should make 
smart business decisions and manage its operations like what it is—one of the 
largest single businesses in California, with more than 315,000 employees, a 
$22.7 billion payroll and services that touch the lives of most of California’s 36 
million people.110 

While California’s difficult fiscal history provided a rationale for change, the CPR 
writers argued—as had the “Citizen’s Budget” authors before them—for a new approach 
to strengthen the state’s finances, one that transcended simply trimming programs or 
increasing taxes.111  Instead, the writers attempted to make the case for “permanent 
changes” to the way California state government is run, framing the argument in a 
memorable fashion: “Shedding the problems with the budget is like losing weight. You 
can struggle to lose pounds, but if you don’t change your eating habits, the weight will 
come right back.”112  Without these changes, residents could expect the “boom and bust 
cycles of spending and taxing” to continue into the future.113  (The CPR’s final report 
would point to a potential $32 billion in savings over a five-year period if the proposed 
changes were made).114  Figure 5.4 provides a breakdown of the proposed savings. 

 

Figure 5.4 

Fiscal Impact of CPR Recommendations 
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Source:  Adapted from Office of the Governor Arnold Schwarzenegger, California, Prescription for 

Change: A Report of the California Performance Review, Volume 1 (Sacramento, Calif., August 2004), 

Exhibit 2, p. 7. 

 

Some of the most sweeping and radical proposed changes involved a vast reorganization 
of the executive branch, shifting the vast clutter of boxes Schwarzenegger had pledged to 
blow up into a new model that “realigns the many existing agencies and departments into 
11 integrated departments and eliminates more than 100 boards and commissions so that 
state programs better serve the people of California” (Appendix K, CPR Proposed 
Reorganization Plan).115 

Some key players involved in the CPR Commission—a separate group assembled in the 
fall of 2004 to hold hearings around the state to solicit public feedback later in the 
process—indicated that the vision’s scope would have made implementation much more 
difficult.  Anne Sheehan, Executive Director of the CPR Commission described the CPR 
as “a good top to bottom review” but added that “[having] been in and out of 
government, you want to be strategic and focused about what you want to do.”116  Bill 
Hauck, another Wilson veteran who served as co-chair for the CPR commission, argued 
that his approach would be to “use inside and outside folks” and pick two departments to 
focus on, and “[tell] me what's working and what isn’t, start with the small and work up 
from there.”117  Hauck noted that while “[the] grand ‘blow up’ didn't occur…[below] that 
level [the CPR] did a fair amount of good.”118 

Looking back, Farley said one “could argue it was too ambitious.”119  Even Miner, when 
describing the CPR, noted that “Something like this had never been done before, [and] 
will never be done again.”120  He defended the approach, however, arguing “some people 
said if you took out the [reorganization] stuff, you could’ve accomplished a lot more.  
But if you're going to take on the bureaucracy, you have to take it all on.”121 

However, it was the astonishing breadth of this vision which would later stir a great deal 
of the resistance to the plan. 

Leadership and Team Formation: Getting the Right People on the Bus 

It’s a truism that “leadership matters”—getting and maintaining the right people “on the 
bus” is critical to the success of any organization or launch of any new initiative.122  How 
did the CPR measure up? 

Governor Schwarzenegger publicly declared his support for the project since the 
beginning of his administration.  In his first state of the state address in January 2004, he 
described California’s executive branch as “a mastodon frozen in time and about as 
responsive.”123  After calling for departmental consolidation, abolishing state boards and 
commissions, and an updated purchasing process, Schwarzenegger cited his goal of a 
“total review of government—its performance, its practices, its cost.”124  While some of 
the changes would require legislative support and even constitutional amendments, 
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Schwarzenegger vowed to press on and invited public input.  “I want your ideas and the 
more radical the better.”125 

With the CPR as a gubernatorial priority, Miner and Farley—along with Marybel Batjer, 
Schwarzenegger’s Cabinet Secretary—worked to assemble the rest of the project 
management team. 

One person who Miner contacted for advice was Billy Hamilton, who in the years since 
the Texas Performance Review had become a sort of PR guru.  Contacted around 
Thanksgiving, Hamilton sent along materials and thought little else of it until Miner and 
Batjer reached out to him around the Schwarzenegger inauguration to play a more formal 
role.126  Hamilton was interested, but expressed concern about tackling the problems of 
another state—especially one as complex as California.127 

Enter Chon Gutierrez.  Gutierrez earned the respect of the governor early in his term 
when an unpopular car tax was to be repealed.  “[This required] changing the computers 
at the DMV,” Miner remembered.128  “Chon was appointed [interim director and] got the 
computers changed in 60 days.  We were told it would take six months.”129 

Gutierrez was appointed a CPR Co-Executive Director alongside Hamilton and the 
leadership team then turned to finding managers to hire and shepherd the research teams 
through the weeks ahead.  One such “team leader” was Joan Borucki, Chief Deputy 
Director of the California Transportation Commission, selected to head the Infrastructure 
Team, which in time would cover asset management, telecom, housing, energy, water, 
and transportation.130  The vast scope of the report required the labor of over 275 
staffers—“state workers, academics and public policy experts”—divided into 14 teams, 
which examined 280 aspects of state governance.131  (Many others provided input to the 
CPR team, and their presence would prove politically difficult when the report was 
released).  The team structure is illustrated in Figure 5.5. 

 

Figure 5.5 

California Performance Review Team Organization 
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Source:  Office of the Governor, California, Prescription for Change: A Report of the California 

Performance Review, Volume 1 (Sacramento, Calif., August 2004, Exhibit 1, p. 6. 

 

The leadership looked for applicants with strong analytic abilities and knowledge of 
California government.132  Creative thinking helped earn applicants a slot on a team, and 
teams were made of workers with diverse skills.133  Number-crunching and auditing skills 
weren’t always a prerequisite.134  “One thing you need to make sure [when doing a 
performance review], and we did it right, is diversity of people involved” said Borucki.135  
“They came from all sectors, all different age groups.  Having that kind of composition to 
the team makes it a more creative process.”136 

Managers did their best to foster a creative, idea-centered atmosphere.  Looking back, 
Miner marveled at the esprit de corps generated at the CPR, an environment closer to an 
internet start-up than a state project.137  Farley compared the energy level in the building 
to that of a political campaign.138 

Leadership seemed to be making the right decisions with workers as the research process 
unfolded.  At the project’s beginning, Miner later recalled “we had all the cabinet 
secretaries on board.”139  Hamilton, however, sensed the division between 
Schwarzenegger’s cabinet secretaries and said later “I had a weird feeling that any 
moment they were gonna shut everything down.”140  (As will be explored later in the 
narrative, Hamilton’s feelings proved prophetic.) 

Given the scope of the project, Hamilton was right to be concerned.  A massive audit and 
reorganization plan—covering such politically sensitive topics as privatization and public 
workforce reduction—was bound to spur opposition and the legislature had already 
shown itself willing to oppose the governor.  If the CPR was to succeed, at the very least, 
the executive branch would need to present a united front—and keep the chief executive 
invested in the project. 

Stakeholder Management Issues: Everyone has a Horse in the Race 

With the research process over, the CPR report was released at the beginning of August 
2004.  The bold approach and scope of the CPR virtually guaranteed that all Californians 
would be affected by the changes.  How did the leadership manage the many 
stakeholders?  As it turned out, not very well. 

One of the key groups that Schwarzenegger failed to bring on board to the CPR was the 
California Legislature, a group vital for the passage of the larger changes.  Less than two 
weeks before the CPR was released, Schwarzenegger mocked the legislature in a public 
setting, referring to them as “girlie-men” beholden to special interests.141 

Many lawmakers—especially those in the Democratic majority — seemed unimpressed 
when the report hit the streets.  Assembly Speaker Fabian Nunez described the report’s 
“overall tone” as consolidating power in the executive branch.142 Senate President John 
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Burton was blunter when he stated frankly that if the CPR was sent to the legislature for 
an “up or down” vote it would be “dead on arrival.”143 

Nunez articulated the Democratic position and previewed potential battles to come:  

“As we review the operations of government, we need to be careful that, in the 
name of efficiency, we don’t shortchange the public’s ability to influence its 
own government.  We need to be careful that we don’t put too much control in 
the hands of the few at the expense of the many.  Furthermore, we need to 
reject any changes that would serve to weaken our state’s landmark 
environmental and consumer protections, undermine the progress we’ve made 
in education or harm the aged and disabled, who depend on us for their health 
and safety.”144 

Burton seemed open to at least looking at some of the report’s ideas when he told 
reporters that “[we’ll] just reject it and then we’ll sit down and work with the Governor 
on the things that make sense.”145 

Unsurprisingly, outside commentators speculated that Schwarzenegger would have an 
uphill fight with legislative passage.  As Peter Hutchinson, a Minnesota-based public 
management expert remarked at the time in the Los Angeles Business Journal, California 
has “one of the most entrenched partisan legislatures in the country and [they] are 
incredibly possessive of programs.”  His prediction?  “The natural response is going to be 
opposition.”146 

Gaining comprehensive approval of CPR recommendations through an opposition 
legislature would clearly be difficult.  Realizing this, Schwarzenegger even suggested at 
the time of the report’s release that he would use the ballot initiative process if the 
legislature didn’t cooperate.147  While majority Democrats may have had ideological 
reasons to take issue with CPR recommendations, the process in California faced 
difficulties beyond party divisions.  Legislators were consulted during the process, but the 
CPR was an entirely executive initiative.148  In contrast, as William B. Parent of the 
UCLA School of Public Affairs observed the TPR was a “legislative initiative,” that  
“[in] Texas, a state with a strong legislature-weaker executive constitutional set up, the 
Performance Review was driven by legislatures, and supported by both the Democratic 
governor, Ann Richards, and her successor, George W. Bush.”149  The TPR’s champions 
in 1991 had a level of legislative “buy-in” from the beginning that simply wasn’t matched 
in California. 

Schwarzenegger had more than the legislature to worry about.  California’s well-funded 
public employee unions are a force to be reckoned with and proposed changes that ran 
counter to their interests would almost certainly invite a battle. 

Initially, the CPR’s recommendation of a 12,000-person reduction in the state’s 
workforce was met with caution instead of outright opposition by the California State 
Employees Association (CSEA).150  Rather than layoffs, the report called for a reduction 
in new hires over the next five years.151 
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Part of the CPR’s reorganizational arguments rested upon a stark demographic reality: 
California’s public sector workforce was an aging one.  Over 70,000 state employees 
would probably retire over the next few years;  67 percent of the workers in the “senior 
civil servant ranks” could retire immediately.152  As such, the report’s writers argued that 
“the goal of these [proposed] changes is not to eliminate state jobs.”153  Rather, 
anticipated personnel loss spurred recommendations designed to counteract the “age 
bubble” moving through state employees and generating retirements.154  The writers 
warned that “[if] we wait to act, we will find state government ‘hollowed out’ — its best 
and most experienced workers gone with no plan to deal with their absence or build a 
well-qualified workforce for the future.”155 

While downsizing may not have been on the agenda, there were other recommendations 
within the report—among them “[considering] the benefit…of administering non-entry 
level examinations on an open basis in order to gain access to outside talent” and 
“[eliminating] all types of non-merit points from state examinations,”156 which could 
draw union opposition. 

As word of the proposals spread—and the complete report was scrutinized—it wasn’t 
long before war drums began to beat.  By late September, there was media speculation 
that CPR recommendations, which expanded work to private contractors, would be 
outsourced overseas.157  By this point, J.J. Jelincic, President of the CSEA and now 
serving as a representative on the CPR Commission, called attention to the risk to state 
workers.158 

If the CPR moved toward passage, Schwarzenegger could expect more than public 
criticism from state employee organizations.  (Public unions spent $164 million in 2005 
to defeat Schwarzenegger-backed ballot initiatives.)159  Miner later reflected that, if he 
had to do it over again, he would have spent more time talking to the unions.160 

Indeed, the historically conservative San Diego Union-Tribune editorialized in August 
2005 that Democratic legislators answerable to the unions were to blame to for the CPR’s 
ultimate fate.161 

In addition, the secretive CPR engendered a fear of unknown repercussions in the 
agencies it attempted to transform, making agency buy-in difficult.  One columnist later 
joked acidly that the CPR was known as the “rat-out-your boss commission” in 
Sacramento.162  Miner estimates that “two or three dozen” of those who worked on the 
CPR were spies sent by supervisors to keep an eye on what was happening.163  “One 
[was] from the Board of Equalization [and] told her boss, an elected official, there were 
no shenanigans here, I’m going back to work,” Miner said.164 

Billy Hamilton, the veteran of so many PRs, was unsurprised by the pushback.  In his 
view, an “across the board” reorganization was bound to stir up too much “flak” to be 
worthwhile.165  “You can’t win in a reorg—you start a brush fire with too many 
stakeholders,” Hamilton later said.166 
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Interest groups also made their opposition known.  The CPR suffered from early bad 
press when it was revealed that several prominent corporations had met with the CPR 
team during the report process, while public interest groups complained of being kept out 
of the process167  Schwarzenegger defended the decision to consult with private-sector 
representatives, arguing that “[there] are many of the corporate world that are very smart 
at reorganizing, and we of course talked to them also because we want to get their 
input.”168 

While some environmentalists had met with CPR staffers, they argued that their 
“counterproposals” were not in the final product.169  This disclosure fueled the 
controversy that the CPR had recommended ending environmental boards, which would 
curtail public input into government decisions.170 

The CPR decision to eliminate over 100 independent boards and commissions—the 
“fourth branch” of California government responsible for some economic and 
environmental affairs—and absorb their power into the executive branch, was 
contentious to say the least.171  Schwarzenegger dropped the idea in February 2005, not 
bothering to send it to the legislature after strong opposition from interest groups and 
criticism from commissioners at the Milton Marks “Little Hoover” Commission on 
California State Government Organization and Economy.172  It was a major defeat for the 
governor’s plan. 

By early September, the press was looking into the role that Chevron—a Schwarzenegger 
campaign contributor—had played in shaping recommendations including speeding the 
permit process for new oil refineries and changing the process for refinery and energy 
facility site selection.173 

Schwarzenegger found a ready opponent in State Treasurer Phil Angelides, who would 
run against Schwarzenegger as the Democratic nominee for governor in 2006.  Later in 
September, Angelides sent a formal request to the governor for records of all meetings 
between CPR staff and private individuals during the drafting period. 174  Angelides 
argued in his letter that “it is clear that the endnotes do not contain a full and complete 
record of CPR’s contacts.”175  (Chevron meetings with the governor’s legislative affairs 
secretary and the CPR team were revealed to the press, but hadn’t been listed in the 
corporation’s lobbying filings.)176 

Cutting through all of the noise to win public support wouldn’t be easy, even with a tour 
around the state by the CPR Commission to solicit public feedback.  Schwarzenegger’s 
ballot box victories with Propositions 57 and 58 did not necessarily mean that 
Californians would embrace a massive executive reorganization the way they had an 
emergency solution to address the budget shortfall.  Developing improved government 
processes simply does not always provide the “quick fix” of immediate savings that helps 
sell the project to the electorate.  As Joan Borucki put it, “[To me, when] you do these 
performance reviews, you do them for good government, not for savings.”177  “[The 
minute] you make it about the savings everyone wants the savings in the current year.  
[The majority] of changes were not going to happen overnight—you’ve got to be in it for 
the long term, for that long term.”178 
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Perhaps most important was the lack of buy-in from an unexpected place—the governor’s 
cabinet.  According to journalist Joe Mathews who covered Schwarzenegger’s first year 
in office in The People’s Machine, a schism grew in the cabinet between what some 
staffers called “the Cabal” (often traditional, veteran Republicans) and “the Posse” (who 
were closer to the governor personally, some of whom had been outsiders to 
government).179 

Staff divisions played a role in the failure of the CPR.  In Mathews’ words, the Cabal felt 
that the CPR “would create more problems for Schwarzenegger than it solved” and the 
governor’s chief of staff (a member of the Cabal) worked to “scuttle” the CPR from 
within the administration.180  In retrospect, it appears that at least some of the division 
could be roughly described as a conflict between pragmatists favoring incremental 
government change and idealists arguing for a more radical approach. 

Indeed, Miner later described internal opposition as stemming from a combination of 
personal disagreements, a concern that there was not enough “political capital” to push 
through the project, and a sense among some in the governor’s staff that the system did 
not need to be changed.181 

Hamilton echoed part of Miner’s analysis and remembered the division as a disagreement 
in priorities between the CPR leadership and other members of the cabinet.  “[Those 
opposed to the CPR] wanted to set up a legislative agenda, deal with a big prison 
problem,” said Hamilton.182  Hamilton described Schwarzenegger’s situation: “He had 
new people he didn’t know [on staff], old people he knew, and he was a new guy to 
government.  He should’ve sat them all down and said are we going to do this or not.”183 

Hamilton also had a unique perspective on Schwarzenegger’s overall role in the CPR 
process.  By 2004, Hamilton was not only a TPR veteran who had watched John Sharp in 
action, but had been a part of Vice President Al Gore’s “Reinventing Government” 
initiative.  “[Schwarzenegger] was involved less than Gore or Sharp [was]—it wasn’t a 
central interest,” Hamilton said.184 

Hamilton had seen first-hand how much a leader could positively affect the process with 
his or her involvement.  Like Sharp, Gore was deeply committed.  “Gore went around 
and talked to the agencies—that had an impact,” Hamilton said.185 “ ‘The vice president 
is interested in this.’  He was in on tollgate meetings.”186  Without Schwarzenegger’s 
direct involvement, much of the responsibility as “champion” fell to Miner.187 

When Miner was later asked what he would do differently, one critical aspect involved 
enlisting the governor more fully in the project. “I’d fight for Arnold’s time over the 
CPR,” Miner said.188  The price was a steep one.  “Ninety-five percent of the blame as to 
why the CPR failed falls on the split in the administration,” Miner later said.189 

How much of the CPR succeeded?  Miner cited a report from the University of California 
at Berkeley that around one-third of the recommendations had been implemented.190  
Farley pointed to achievements such as moving California’s Chief Information Officer to 
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a cabinet-level position, and described calls from legislators asking about ideas that could 
be taken from the report.191 

The grand reorganization never occurred and the CPR was never submitted to the 
Legislature.  In August of 2005, a year after the report’s official release, one reporter 
wrote that “only a handful of the suggested reforms have been implemented, leaving 
critics to question whether the much-heralded 2,200-page document has become just 
another useless government document gathering dust on state bookshelves.”192 

Modest changes were made, including the elimination of eleven state panels and 
California’s shift to a “multi-state” lottery.193  But the larger changes proved elusive.  By 
August 2005, only the prison system had seen a large overhaul.194  As Bill Hauck had 
observed, the grand blow up never occurred. 

Process Issues with the CPR 

Managing stakeholders is always a difficult process, particularly when an initiative 
ventures into new territory.  The process, however, is equally important and the CPR’s 
leadership made some critical mistakes in this area. 

From the beginning, the leadership knew it was a time-sensitive process.  “I thought we 
only had six to nine months,” said Miner.195  “We’d fray at the ends, people would bow 
to institutional pressures.”196  Further, CPR leaders were racing a deadline—the report’s 
recommendations had to begin the legislative process or everything would be “set back to 
zero.”197  (The legislature would recess August 31 before meeting again in January, 
2005).  Figure 5.6 illustrates the process for any reorganization plan in California. 

 

Figure 5.6 

California Reorganization Plan Timeline 

Source:  California Legislative Analyst’s Office, An Initial Assessment of the California Performance 

Review (Sacramento, Calif., August 2004), Figure 5, p. 15. 
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Yet, given the scope of the project, time was in short supply.  While the TPR took 20 
weeks from inception to recommendation launch—comparable to the time allotted for the 
CPR—the immensity of California state government and the redesign approach meant 
that this truncated timeline was probably insufficient, even with the Reason Foundation’s 
Citizen’s Budget report as a “rough draft.”198  Texans had never attempted a 
reorganization of the entire executive branch running concurrently with a performance 
audit. 

Hamilton thought the timeline was unrealistic.  “We had to deliver the report printed in 
139 days and they kept slicing down the time if they threw more people on it.”199  In his 
opinion, this diminished the quality of the finished product.  “It really needed two more 
months.  It would have been half the size and ten times the sharpness.”200 

Staff politics in the capitol added to the problem.  CPR leaders found themselves 
occupied with briefings, having to sell the project to the cabinet secretaries almost from 
the beginning.  “Three weeks in we had to tell the cabinet all of our ideas,” said 
Hamilton.201  “The ideas were half-formed.  Instead of working on the work and 
conducting interviews, we stopped for about a week to generate presentations to pass 
muster with the cabinet.”202 
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Figure 5.7 

California Performance Review Timeline 

 

Source:  Memorandum from Billy Hamilton, Co-Director, California Performance Review, to CPR 

Leadership Team, February 27, 2004. 

The compressed timeline impacted the area teams (see Figure 5.7).  Managers spent 
precious time sifting through resumes and interviewing candidates for broad policy areas 
before the work could begin (as stated earlier, the Infrastructure Team alone covered 
asset management, telecommunications, housing, energy, water, and transportation 
issues).203

 

Workers produced a phenomenal amount of research, as indicated by the sheer volume of 
the final report.  Yet insufficient process planning and the tight timeframe for such an 
expansive goal may have hurt the strength of the final product, robbing the teams and 
leadership of time that could have been used to refine and sharpen the report. 
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In some cases, the workers, unfamiliar with their new tasks, did not always document 
their research.204  In addition, team members chosen for talented, creative thinking may 
not have had the fiscal skills needed to easily translate recommendations into dollar 
savings.205  (This stands in contrast to the first TPR researchers in 1991, the majority of 
whom were auditors). 

The tollgate system presented challenges as well.  The CPR leadership may not have 
anticipated the sheer number of recommendations that workers would produce.  Allotting 
enough time to vet recommendations passed on by managers to leadership proved 
difficult.206  “At that point, getting management of the CPR to sit with groups and give 
feedback on issue papers—either to kill it or to improve it or include it…[we] could’ve 
done a heck of a lot better,” said Joan Borucki.207  One consequence of the time crunch 
was that very few issue papers were cut from the final report.208  The CPR would swell to 
over 2,500 pages and its size and scope inspired some sarcastic media coverage.  
“Digging into the 2,500 pages of the California Performance Review is like negotiating 
the world’s least organized buffet line,” editorialized the Los Angeles Times immediately 
after the report’s release.209  “A thousand different dishes are in no particular order—
salads after the roast beef, cakes among the green vegetables, ice cream with the fish 
croquettes”).210 

Billy Hamilton felt that most workers were up to the task.  “They looked pretty good—
what you want them to do in the space of time—it doesn’t really require a lot of 
expertise,” he said later.211  “Generally they can become pretty proficient on an issue in 
three month—[just] break it down [into] small parts.”212 

However, whether a result of the time crunch, staff expertise, or leadership directives, the 
LAO singled out misconceptions embedded in the reorganization aspects of the report.  
Amidst questions of implementation costs and the positive value of particular 
consolidations, analysts argue that “[in] some cases, functions are proposed to be joined 
that are not particularly compatible,” including consolidations in resource and health 
departments.213  (The LAO also took issue with the CPR’s claim of saving $32 billion 
over five years; according to them “a more reasonable cumulative estimate” for the 
savings would be $10 to $15 billion).214 

Another aspect CPR process may have hurt its chances for success as well – extending 
secrecy to the level of confidentiality agreements for the participants.  (Joe Mathews 
compared it to 1994’s “Hillarycare” process.)215  While the TPR relied on secrecy for 
success, the CPR risked failure when secrecy shrouded the role of outside sources 
consulting on the project, enabling opponents to create a narrative of special interests 
influencing policy. 

Before the report was officially released, the nonprofit Foundation for Taxpayer and 
Consumer Rights (FTCR) issued a Public Records Act request “seeking information 
regarding the membership of the CPR, expenditures of the CPR, contracts with private 
firms or individuals, and confidentiality agreements signed by CPR participants.”216  
Douglas Heller, the FTCR’s Executive Director, pulled no punches, arguing that while 
Schwarzenegger “promised that he would make California government more transparent 
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and more accessible to the public” the governor instead “has called for the biggest 
reorganization and dissolution of government in California history, developed behind 
closed doors and with gag orders on the participants whose salaries are paid by 
taxpayers.”217 

According to Billy Hamilton, there was nothing unusual about meeting with different 
groups in a PR process.  “You want to hear from all different voices,” Hamilton later 
said.218  “You listen to [vendors] and other groups, like groups concerned with social 
welfare.  [You] want to get all opinions.”219 

However, Hamilton disagreed with the decision to use confidentiality agreements.  
“Confidentiality agreements aren’t worth the paper they’re written on,” Hamilton said.  
“We didn't have them and never had leaks in the TPR.”220 

Given the CPR’s approach to secrecy, opponents could then cite the argument of 
observers like political scientist Mark Petracca: “This is good old fashioned interest-
group politics…Powerful people who have money can hire powerful people and use 
occasions like this report to set the agenda for policy beneficial to those interests.”221  

Of course, the CPR leadership took heat from some private sector figures who had 
consulted on the project and took issue with the report’s recommendations.  The Initiative 
for Software Choice, a “global initiative promoting neutral government procurement, 
standards and public R&D policies for software,” and whose members include Microsoft 
and Intel, argued that the phrasing of recommendations for exploring open source options 
“create a de facto procurement preference for open source software” which would only 
lower costs by a negligible amount, yet would “harm the administration of state 
government, taxpayer welfare and the health of California’s IT industry.”222 

In addition, the process may have stoked the anxiety of potential future political foes.  As 
early as late April, representatives of public unions were expressing concern. “The 
process as far as I can tell is a pretty closed process,” said Jim Hard of the California 
State Employees Association. “We were told by representatives of the governor that they 
wanted our input, but they have definitely not followed through on that at all.” 223  (The 
final report published months later, however, includes Hard and J.J. Jelincic in the 
acknowledgments as among the “individuals and organizations [who] were of particular 
assistance in this effort).”224 

The perception of the process hurt Schwarzenegger’s image as well.  After all, he had 
called upon the public in his initial announcement to participate in the process.  
Revelations of the closed door approach and confidentiality agreements of participants 
allowed figures like Angelides to call on him to “keep the commitment he made last year: 
to do everything in the open.  No decisions in the dark.”225 

Adrian Farley seemed to agree that the secrecy might have been a double-edged sword.  
What he would do differently, if he were to do it again?  “I would focus on more external 
inclusion of parties,” said Farley.226  “I would do it in a more open way.  And [have] the 
Commission out prior to the release of the final report.”227 
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The CPR Commission, which only began taking public input after the release of the CPR 
report in August 2004, could have begun much earlier, and like some of the public 
initiatives in Texas, generated more ideas, positive publicity, and public interest.  Miner 
agrees with Farley and, on his list of lessons learned includes that “I would’ve come out 
with the commission when we wanted to—in February or March.”228 

Why did the hearings occur so late in the process?  “[Former Governor] Pat Brown had 
done something similar to the hearings,” explained Miner.  Brown’s experience was not a 
positive one. “We thought the hearings would be painful, so we put it off.”229 

There were other concerns as well, such as trying to build support in-house for the 
project.  “In March, we realized we didn't have time, had to push it up.  There were so 
many dog and pony shows in front of people who [we] had never even met.”230 

Without public input, the CPR could easily be perceived as an attempt at revolution from 
above.  Like many such efforts, however, the energy and determination of the participants 
simply could not match the inertia of what they set themselves against.  

Five Factor Framework Implications 

What are the Lessons Learned from the Two Performance Reviews? 

Using the Environment as a Catalyst  

When approaching a PR, one must always consider the external environment, an essential 
factor to its success.  Texas and California were very different political environments and 
the leadership reacted quite differently in each instance. (See Table 5.3.) 

 

Table 5.3 

Environment in Texas and California 

Texas  California 

• Fiscal crisis • Fiscal crisis 

• Legislature/Executive under one party • Legislature/Executive under different parties 

• No income taxes • Income taxes already existed 

• No debt • Huge debt 

• Either/or scenario - Taxes vs. PR • PR not communicated as main solution to deficit 

Source:  Data from authors from Texas and California interviews, November 5, 2007 - March 17, 2008 

(The LBJ School of Public Affairs, The University of Texas at Austin). 

 

 



157 

In Texas, the 1991 fiscal crisis threatened to lead to the imposition of a state income tax, 
a political taboo in Texas.  When John Sharp proposed that the PR be used as a budget 
solution to taxes and avoid a state income tax, it was taken very seriously.  Politically, 
while Texas was technically a two-party state, both parties were fiscally conservative.  In 
Texas, the environment of a fiscal crisis was successfully translated into an impetus for a 
PR. 

Governor Arnold Schwarzenegger’s administration had a harder time working within 
California’s political environment to build a successful drive for a PR.  The crisis was 
similar:  a budget deficit that was a significant percentage of their annual budget.  
However, the political atmosphere in California was quite different with the legislature 
and executive branches controlled by different parties.231  While the CPR would have 
purportedly saved enough money to cover the budget deficit, it would have done so 
through a massive reorganization.  This reorganization became “the story” after 
Schwarzenegger’s bond issue removed the immediate crisis from the minds of voters.  
Finally, Californians already paid a state income tax, so the fiscal “threat” was not as 
strong as it was in Texas.232 

In both PRs, the environment served as a catalyst, but this is only part of the equation.  
Leaders should not only identify political and fiscal constraints, but effectively 
communicate these limitations to stakeholders.  The environment can be used as the 
rationale for a PR—the impetus for change, but changes must be seen as benefiting the 
greater good.  To be successful, the leadership of a PR must convince most stakeholders 
that the PR process is necessary to address a crisis.  A PR could be successful without 
using the environment as a driving force, but a crisis paves the way for a smoother 
process by helping with many of the other factors.  Both PR processes attempted to save 
money, but the TPR was better portrayed by leaders as a solution to a budget crisis while 
the CPR was sidelined as a fiscal solution by the huge borrowing that the governor had 
already instituted.  

Visions, Goals, and Expectations 

Having a realistic scope is vital in carrying out a PR and scope should also effectively 
balance big goals and political realities.  Like the environment, a PR’s scope can have a 
substantial impact on the other factors.  For instance, it is easier to bring stakeholders 
onboard a PR that has more modest goals for change, where a large, transformative PR 
might bring more opponents out of the woodwork. 

The CPR and TPR had similar cost-saving goals, but different overall visions (see Table 
5.4).  In Texas, the auditor-heavy research teams focused on fiscal savings to avoid taxes 
and the PR started as a small project that grew naturally as auditors found more and more 
areas of savings.  While aspects of reorganization that became part of the 
recommendations of the TPR, it was designed to save money by fully exploring the 
government’s budget and operations.  California, on the other hand, sought savings 
through government transformation—changing the huge bureaucracy that was weighing 
down California and creating a more efficient, streamlined government. 
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Table 5.4 

Vision in Texas and California 

Texas California 

• Line-by-line budget audit • Reorganization and line-by-line budget audit 

• Improve government • Transform government 

• Started promising small, delivered big • Very ambitious from the start 

Source:  Data from authors from Texas and California interviews, November 5, 2007 - March 17, 2008 

(The LBJ School of Public Affairs, The University of Texas at Austin). 

An expansive vision does not mean a PR is doomed to failure.  However, it does mean 
that it takes much more work to manage the other factors in order to be successful.  A 
large vision must include a strategy to bring in stakeholders and communicate the end 
result, while a smaller vision is a much easier “sell” for all involved.  Finally, the visions, 
goals, and expectations of a PR must be realistic:  it must be capable of success in the 
given political and fiscal environments, have the proper process to meet its goals, and 
have leadership capable of bringing the PR to fruition.  

Leadership, Followership, and Institutional Knowledge 

Unsurprisingly, leadership is essential to a PR.  Having a strong, invested champion 
makes the other factors much easier to achieve.  A strong leader can effectively 
communicate a message that a fiscal crisis is large enough to warrant a PR.  Without 
someone to properly champion a PR, the process will not withstand the opposition that 
will inevitably rise against it. 

Both Texas and California had new administrations coming into power when the PRs 
began; but that is where the similarities end (see Table 5.5).  John Sharp was a fixture in 
Texas politics and had deep institutional knowledge.  Schwarzenegger was a neophyte to 
politics, elected on a platform of change.  This internal (Texas) versus external 
(California) distinction led to many differences in how each PR was run, leading to 
problems for California and success for Texas.  

 

Table 5.5 

Leadership in Texas and California 

Texas California 

• Unified front • Broken front 

• Sustained advocacy • Intermittent advocacy 

• Lieutenant Governor was career politician • Governor was new to government 

• PR Visionary was elected • PR Visionary was appointed 
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Source:  Data from authors from Texas and California interviews, November 5, 2007 - March 17, 2008 

(The LBJ School of Public Affairs, The University of Texas at Austin). 

The managers of each PR differed greatly.  Miner’s position as the governor’s lead on the 
CPR was in some ways more tenuous than Sharp’s.  Because he was not an elected 
official, Miner “served at the governor’s pleasure.”  On the other hand, Sharp was the 
elected comptroller for Texas and had the support of both the governor and the lieutenant 
governor.233  If he lost that support, Sharp still had the power of his own office. 

While they both were new administrations, there was a large difference in the leadership 
experience that each had when it came to executing a PR.  John Sharp had many years of 
experience in Texas government and, as an auditor, knew where to look for savings 
before the PR even took shape.234  Miner also knew a great deal about California 
government in California, but approached the situation quite differently, focusing on vast 
restructuring. 

Once again, this factor alone does not necessarily derail a project like a PR.  Intensive 
research before a PR is attempted can replace prior institutional knowledge.  However, 
the absence of this knowledge can certainly create complications with the other factors. 

Stakeholder Management 

To complete a successful PR, different agencies and organizations must cooperate and 
believe that the process is necessary.  Agencies must work with auditors to find places 
where savings can be made.  The executive branch must work with the legislature to get 
the necessary support to put PR recommendations into law.  The public must also be 
supportive to apply pressure as the PR recommendations pass through the legislature. 
Stakeholder management is a crucial factor in making a PR successful and each state 
handled it differently (see Table 5.6). 

 

Table 5.6 

Stakeholder Management 

Texas California 

• Good agency buy-in • Poor agency buy-in 

• United front • Broken front 

• Union position considered  • Union positions initially ignored 

• Opportunity for public input • Late opportunity for public input 

• Hearings/phone line for public input 

• Legislative leaders involved 

• No hearings until after 

• Legislative leaders skeptical, not linked in to process 

Source:  Data from authors from Texas and California interviews, November 5, 2007 - March 17, 2008 

(The LBJ School of Public Affairs, The University of Texas at Austin). 
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In Texas, key stakeholders were brought on board from the beginning.  The legislature, 
which would be necessary to later implement the recommended changes, actually 
initiated the PR by passing the law that put it into effect.235  Later, the public was brought 
in through hearings during the PR process to share ideas.  There was even a phone line 
created where people could call in with suggestions.236  

This is where the grand vision of Schwarzenegger’s PR went aground.  By aiming for 
such a large government reorganization, which would affect virtually all Californians, 
stakeholder management was even more crucial.  Due to the reorganization plans, agency 
leaders were understandably nervous about what changes might occur from the CPR, and 
went so far as to send “spies” to keep tabs on the CPR process.237  Public interest groups 
complained of being largely kept out of the process, while the media focused on private 
interests’ involvement.  Just weeks before the CPR was released, Schwarzenegger even 
publicly insulted the legislature, who would be integral in passing large components of 
the CPR.238 

It was here that the two PRs truly deviated.  In Texas, there was a sustained, strategic 
effort to bring in stakeholders crucial to the process.  In California, stakeholders found 
ample reason to fight the CPR.  A skeptical and uninvolved opposition legislature, 
already thwarted and insulted, had little reason to support it. 

Selling change is difficult in any large organization, all the more so in the public sector, 
so stakeholder management needs to be a top priority of PR leadership.  Leaders have to 
bring key groups in early and when public protests are made, respond vigorously to 
charges.  Silence can be read as a tacit agreement or concession and, like it or not, the 
public is always paying attention. 

Process Development and Management 

Once the factors that lie on the “left” side of the policy life cycle diagram have been 
taken care of, the actual implementation of a PR can take place.  The amount of time that 
each PR was given was essentially the same, but many of the other factors were different 
(see Table 5.7).  However, the differences in scope gave the California PR an effectively 
shortened timeline; there was so much more to be done in a similar span of time than 
Texas had attempted. 
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Table 5.7 

 Process Management and Development 

Texas California 

• Used “bully pulpit” throughout process • Only used “bully pulpit” initially 

• Sufficient time • Too ambitious for timeline 

• Stronger tollgates:  internal recommendation 

review process 

• Weaker tollgate process 

• Publicly responsive • Less strategic external communication 

• Controlled communication • Little communication 

Source:  Data from authors from Texas and California interviews, November 5, 2007 - March 17, 2008 

(The LBJ School of Public Affairs, The University of Texas at Austin). 

Time is one of several critical factors—the final goals must be realistically staked out and 
given an appropriate timeline and reorganization will take probably take longer than an 
audit.  Another important factor other is the degree of secrecy.  Any such large effort 
requires a closed-door decision making process.  However, a full final accounting of 
contributors and their roles is essential.  Policies like confidentiality agreements may do 
the process more harm than good.  It is simply too easy for the enemies of the process to 
frame a PR in which private sector players are consulted as something sinister—such as a 
giveaway to big business—which is exactly what happened in California.  

The staffing process is integral.  Texas benefited from trained auditors brought in from 
the comptroller’s office to do what they did best.  California—with no one agency 
“hosting” the PR—relied upon a cross-agency recruitment effort.  While many talented 
people were brought on board, workers did not always have fiscal analysis skills leading 
to process slowdown.  Instead of having the prior knowledge of the system and where 
savings could be found, CPR staffers to some extent had to learn the system from the 
ground up. 

It can also be extremely helpful to hold hearings as the process goes on.  Great ideas can 
always emerge from unexpected sources, but they can be even more valuable as a 
publicity tool and a way to assuage public concerns.  Sharp won more public support by 
fully investing the public in the process through meetings and toll-free tip lines.  In 
California, the lack of input channels for the general public belied the governor’s original 
invitation to get everyone involved, and an opportunity was lost to sell the program to the 
public before opponents such as hostile legislators and interest groups could frame the 
debate. 

Based on the findings of the TPR and CPR, it is clear that each of the five factors have 
notable impacts on the success or failure of a PR.  Going forward, then, it is vital that 
executive leaders take heed of the conditions and factors surrounding government reform 
initiatives.  Although understanding the political and fiscal environmental constraints and 
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addressing vision, leadership, stakeholder management, and process development may 
not guarantee success, it can provide a strong base by which success can be achieved.  

Based on interviews conducted, the keys to a successful performance review are as 
follows: 

• Acquire a statutory directive to require agency cooperation. 

• Begin with a modest scope, defined goals, and measurable outcomes. 

• Develop a plan, timeline, and tools on how to proceed. 

• Ensure that an infrastructure is in place prior to launching a performance review, 
including frameworks for financing, information technology, and hiring staff. 

• Create an effective and united leadership front that will champion the idea, the 
process and its implementation. 

• Form a bipartisan team comprised of experienced and innovative government 
workers and limited hiring from outside state government. 

• The best ideas come from agencies and agency workers. 

• Provide opportunities for public input throughout the process to build public 
support early on (e.g., feedback through hearings, toll-free suggestion line, and 
email/website). 

• Celebrate early public victories to keep up the momentum. 

• Identify all stakeholders, and depending upon the political constraints, use a 
common-sense approach to target agencies for review and reorganization. 

• Be responsive to all constituencies and encourage input throughout the process to 
minimize opposition. 

• Create incentives to encourage agency implementation. 

• Measure success:  develop strategies to assess implementation and impact.239 
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Chapter 6.  Case Study: Government Redesign: Survival of the 

Fittest? 

by Greg Campion, Julia Harvey, and Frederick Thomas 

Natural Selection in Business and Government 

Seven years ago, the tropical blue moon butterfly faced extinction, with males accounting 
for only 1 percent of its population on two islands in the South Pacific, the species 
decimated by parasitic bacteria.  When plants and animals in the natural world are faced 
with such a threat, even a microscopic one, they either die out, making room for better-
equipped species, or persist through evolutionary change.  The tropical blue moon 
butterfly was almost a casualty of Darwinian natural selection, but today, by evolving a 
suppressor gene that effectively contains the bacteria, the male population count has 
stabilized at about 40 percent.1 

The Economics of Adaptation 

This biological imperative is mirrored in the free market economy, where firms, governed 
by the law of supply and demand, compete for profit and market share.  Making a 
mistake or failing to adapt to this hostile, competitive environment can result in 
extinction (bankruptcy).  A recent casualty is Bear Stearns, the brokerage house acquired 
by JP Morgan Chase. Bear Stearns made crucial errors gambling in subprime mortgage 
securities.  As investor confidence eroded, the firm collapsed, as it could not continue 
without its most valuable resource.  

The principle of natural selection lies at the foundation of the capitalist economy;  you 
either evolve or die, and the traits that help a species (or corporate model) survive 
become more prominent in a population over time.  As the fight for survival in the natural 
world propels evolution, the comparable corporate struggle stimulates innovation and 
efficiency, where firms develop new techniques to entice investment, gain consumer 
confidence, and increase market share. 

The same cannot be said for the government animal.  

Uncle Sam the Neanderthal 

Despite many attempts at government-wide, state-level, and program-specific reform, 
often the end product does not reflect the original goal.  The public sector fails to evolve 
or adapt to its environment due to resource constraints, partisanship, management 
deficiencies, and organizational complexity, weaknesses that might spell doom in the 
private sector.  What stimulates dynamic change and evolution in the government 
environment (both at the macro big picture level and the micro “nuts and bolts” level) 
must be forced upon it in the form of episodic reform efforts. 
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Yet even reform initiatives with the best of intentions experience mixed results. Consider 
the California Performance Review (CPR) described in Chapter 5 of this report, where 
the governor’s explosive “Blowing up Boxes” proclamation embodies its overly 
ambitious mandate. 

After being reelected in 2002, Governor Gray Davis oversaw a disastrous energy 
deregulation plan and an almost $35 billion revenue deficit in 2002, which led directly to 
a recall election in October 2003.  His replacement was Republican action film star 
Arnold Schwarzenegger, who pledged not to raise taxes.  Enjoying a high level of public 
support, he persuaded the public to vote for a $15 billion bond package to close the 
immediate budget deficit.  After these initial victories, the governor focused on kick-
starting a massive statewide review, the California Performance Review. 

Unlike the auditing-oriented goals set by the Texas Performance Review (TPR), the CPR 
attempted far more, hoping to change the structure and organization of California’s 
public sector, while improving efficiency and accountability.  The foundation of CPR 
was built on a more market-friendly private sector approach to government redesign. 
Many recommendations focused on drastic changes to and integration of California’s 
many agencies and departments into just 11 new departments.  These grand proposals 
required legislative approval, which was not forthcoming.  Its expansive scope hindered 
potential successful elements of CPR. 

Billy Hamilton, a successful reform expert who helped direct TPR, was hired as co-
director of CPR along with Chon Gutierrez, a career civil servant, and the breadth of 
CPR’s mandate required over 275 staffers.  CPR recommendations (which included 
layoffs) were bound to be politically sensitive, yet it failed to manage its relationship with 
the legislature or with public employee unions.  Soon the media turned against the effort, 
which maintained an air of secrecy about its proposals that instilled suspicion in 
important interest groups.  Considering its very ambitious goals, CPR’s less than perfect 
stakeholder management and lack of implementation plan created a tense, divisive 
atmosphere.  It generated little buy-in among key factions, and no amount of enthusiasm 
or charisma in its supporters could propel it toward success. 

In contrast, the entirely public sector staff of the Texas Performance Review unearthed $4 
billion in savings.  Launched during the recession of 1991, TPR maintained strong 
support from the public by publicizing Governor Ann Richards’ involvement with its 
work, creating a toll-free hotline for state workers and private citizens to voice 
complaints, and by writing comprehensible, non-technical reports.  The tumultuous 
economic environment of the early 1990s created an ideal time for reform, and 
Lieutenant Governor Bob Bullock and Comptroller John Sharp took advantage. 

Intelligent Redesign 

As seen with CPR and TPR, government reform efforts vary in success, and their 
triumphs and failures are the best resources we have to understand how to build future 
reform or redesign efforts, embedding what the past has revealed in a new model.  Our 
portion of this report attempts to extract and synthesize lessons learned from the previous 
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four chapters, the Hoover and Grace Commissions (detailed studies of which are 
available in Appendices 6g and 6h), and several other public sector change efforts.  Our 
analysis follows the lifecycle of policy development and implementation, categorizing 
critical aspects of government reform.  We segment these aspects into sections of the 
lifecycle, moving through “gates” from idea and strategy to design, through the 
commitment point and launch, implementation and results monitoring, and finally 
program and agency re-evaluation and re-design.  Within these segments of the lifecycle 
we list key questions any leader of a change initiative must ask, at the macro level and 
micro level, along with an associated checklist to complete before moving to the next 
phase.  These key questions and checklists act as a framework for increasing the chances 
of successful execution.  

Rather than relying on innate biological compulsion to advance its state, the trustees of 
our country need to carefully embed consciously designed mechanisms that strive to 
inculcate efficiency, innovation, and customer satisfaction in its operation, reflecting the 
rational, evolved beings we are. With a looming recession and new administration on the 
way, we are bound to see another cycle of reform, another attempt at transformation 
initiatives.  This chapter is an attempt to increase the chances of success by showing how 
to execute successfully from idea to design to implementation.  We have faith that the 
public servants of today and tomorrow, if given the right tools, can trigger effective and 
evolutionary sound reform. 

Modern Government Reform Initiatives  

We have seen dozens of these initiatives at the city, state, federal level in the US and 
abroad over the past decades.  In this section, we look at several of them, offering a brief 
summary of goals, process, success factors, and results. In these attempts to propel public 
sector evolution, many of the same takeaways and best practices repeatedly emerge: 
those of stakeholder management, public support, scope issues, public relations and 
communication, and diffusion of opposition.  In our effort to construct a general 
framework for reform, these recent reviews and commissions yield essential lessons 
learned. 

National Performance Review 

“Creating a government that works better and costs less” 

The National Performance Review was launched in 1993 in an effort to improve how 
government functioned, as described in the report itself: “The National Performance 
Review focused primarily on how government should work, not on what it should do.”2 
But in 1994 the Republicans took over both houses of Congress.  They were promoting 
“Contract with America,” a bold plan for deeper government transformation.  NPR 
looked almost futile in contrast and had to evolve in order to survive.  The NPR then 
started to address the “what” as well in order to occupy the field against CFA.  However, 
as soon as the Clinton administration was able to maneuver its way out of the political 
crisis in Congress and as the “Contract with America” initiative faded, the what-focused 
NPR also began to lose traction.  It had proved to be an efficient political tool to contain 
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Republicans and their Contract with America but had lost its original purpose after the 
multiple changes in direction. 

Vice-President Gore later tried to use the NPR as a positive asset when running for 
president.  But he was never ready to seriously and objectively look into government and 
identify agencies and programs that needed to be eliminated or profoundly transformed.  
While elimination of programs is not a prerequisite for success, the what portion of the 
effort couldn’t acquire any credibility if no recommendations were made to propose 
fundamental changes to programs or agencies.  In the end, only three government 
programs were recommended for elimination: the federal wool, mohair, and honeybee 
subsidies, but their abolition had already been recommended in the Clinton budget.  
Congress refused their proposed elimination. 

The NPR philosophy was based on “Reinventing Government,” written by David 
Osborne, a key advisor on the project.  While many themes were shared with past reform 
efforts, the notion of empowering frontline bureaucrats with greater autonomy can clearly 
be described as unique to the Clinton administration’s NPR.3  This “1000 points of 
lights” approach actually had both positive and negative impacts on the outcome of the 
program.  In order to enact this announced change of mentality in government, the 
announced objectives of the program were the following: 

• Cut red tape; 

• Put customers first; 

• Empower employees to get results; 

• Cut back to basics; and  

• Improve IT: towards an E-Government. 

About 250 civil servants on loan from their agencies were assembled into teams for the 
initial review between March 3, 1993, and September 7, 1993, when the initial report was 
published.  Participants were organized in two main teams with different objectives:  the 
first one was agency specific while the second one was focused on government systems, 
looking at processes that were affecting several agencies. 

It is widely recognized that the main accomplishments of the NPR were achieved by the 
government systems team, particularly in the areas of procurement reform and customer 
service.4  The Clinton administration even claimed $12 billion in savings thanks to NPR-
suggested procurement reforms.  Even though it is not provable, it is “eminently 
reasonable,”5 says D. Kettl, a leading scholar on the subject.  The agencies specific team 
faced more difficulties, notably because employees were immediately put on the 
defensive by a poorly planned approach.  They immediately felt that their job was 
threatened and felt “terrorized” by the review team.6 

One of the main criticisms about the NPR is that nothing was planned before they went 
public.  They didn’t even have any phones or office space ready to welcome the staff 
members.7  Needless to say, the communication strategy was not planned either and by 
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announcing precise figures for savings they made their job more difficult when they 
weren’t able to reach them. 

Being out of the vice president’s office and not the White House was clearly a built-in 
weakness for NPR as they received no support from the Office of Management and 
Budget.  That didn’t help the NPR, which had already little political muscle, and the 
program even faced a lot of resistance to reforms from Democrats themselves in 
Congress. 

Missouri Commission on Management and Productivity 

“It’s time to turn the Show Me State into the Can Do State” 

In 1994 Missouri Governor Mel Carnahan launched the Missouri Commission on 
Management and Productivity (COMAP) by executive order.  Its aim was to strengthen 
customer service, create financial efficiency, and enhance management at the state level.8  
In an effort to bring private sector insight to his commission while avoiding the 
“deadwood” (low-quality loaned executives), Carnahan directly contacted the CEOs of 
Missouri-based Fortune 500 companies asking for high-quality executives with specific 
skills.  This resulted in 49 private sector executives joining the review process, bringing 
private-sector insight and experience to COMAP.  Serving as vice-chairs were an 
enthusiastic Richard Hanson, a career civil servant and ex-Assistant State Treasurer, and 
the Lieutenant Governor Roger Wilson. 

The commission was staffed by a mixture of private, public and legislative sources, 
which promoted bipartisanship and enhanced public stakeholder management.  While 
private sector people brought “outside the box” thinking, they were also supplied with a 
guide written to introduce them to the Missouri government, in an effort to impart the 
institutional knowledge necessary for a state-level review.  Although a simple guide to 
government is probably not enough to meaningfully instruct outsiders, it represented at 
least a basic acknowledgement of the need for this kind of knowledge-sharing.  Governor 
Carnahan also approached private unions at the outset of his program, assuring them that 
no jobs would be cut and thereby strengthening their commitment to his program. 

COMAP functioned via task forces that applied a predetermined analytical framework 
based on critical questions (see Appendix R): what were prime target issues?  How could 
these issues be addressed and solved?  What would the results of these solutions be?  In 
the end, recommendations cut across departmental lines, and included workforce, 
automation, strategic planning, customer service, fiscal policy and efficiency.9  COMAP 
experienced a high degree of success, with 121 of 143 recommendations being 
implemented. 10  The commission gave special attention to the implementation aspect of 
its proposals, creating special implementation teams to increase its chances for success. 

Empower Kentucky 

“Simplified Administrative Services” 
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Recognizing the need to modernize and initiate progress in the Kentucky state 
government, in 1996 Governor Paul Patton created the EMPOWER Kentucky program, a 
comprehensive fundamental state transformation effort.  With the ultimate goals of 
cutting costs, increasing revenue, and improving the way the state meets its public service 
commitment to citizens, this effort was staffed by cabinet members, regardless of 
political affiliation, who were largely supported by  staff of private sector consultants, 
and who developed recommendations based on a business case model.  

Using business cases as their central evaluation tool, and focusing on the state’s core 
business processes, consultants worked with senior members of the executive and 
legislative branch.  They focused on simplifying access to human services, improving tax 
and revenue systems, creating efficient administration and procurement procedures, and 
transportation issues, based on the “Reengineering for Results” framework developed by 
Deloitte Consulting11 and the broader re-engineering government trend of the day.  The 
close working relationship between cabinet staff, consultants, and agency people was 
critical to the success enjoyed by EMPOWER Kentucky, as this helped transcend agency 
divides. 

Aware that public support would be critical to his program, Governor Patton pledged “no 
forced lay-offs,” and built this imperative into the implementation plan, avoiding 
adversarial reactions with the media or legislature.  Additionally, by focusing on specific, 
well-defined areas of government, EMPOWER Kentucky could achieve the incremental, 
small gains up front that energize a reform effort.  Unexpectedly, the governor committed 
the first $50 million of annual savings to higher education.  This bold move could have 
backfired, but actually coalesced support for his ambitious program.  This raises the 
question—while not a commitment to save the state specific dollar amounts, does a 
commitment of how to use future savings act as a catalyst to support for the program? 

Policy Lifecycle and the Reform Process—The Question of Evaluation 

As seen in the reform efforts outlined above, the extensive Texas and California 
Performance Review Case Study in Chapter 5, Texas Sunset Advisory Commission case 
study in Chapter 4, and the case studies on both the Hoover and Grace Commissions in 
Appendices M and N, complications arise and mistakes can be made at the genesis of the 
initiative, during its design, and throughout its implementation.  The crux of the problem 
addressed in this chapter is how such a daunting task as government reform can evolve 
from trigger to implementation to ultimately yield positive results and permanent 
sustainable changes in performance.  Bill Eggers, author of an upcoming book on 
government transformation, uses the metaphor of comparing policy making to an artist’s 
vision, sketching an idea and basking in the glory of results that are a consistent and 
coherent vision of that idea.12  But the real world process is messy.  Different groups 
originate, create and implement the design.  The policy life cycle itself is untidy and not 
easy to unpack.  The stages are not linear and the threats and hazards often emerge out of 
nowhere, with the potential to halt all progress.  Political landmines, interest group 
politics, bureaucratic turf wars, public relation nightmares and policy debates all 



185 

exacerbate the already difficult process.  The politics remain unpredictable, and the 
recommendations often unimplemented. 

The policy lifecycle diagram (see Chapter 1 for further detail) depicts a myriad of factors 
jumbled just enough to remind those of us in public service just how hard all of this is.  
The commitment point helps to remind us that there is a point at which the forces for and 
against mass to determine a policy’s outcome, a sort of “change stargate.”  The 
commitment point is also the typical transition when legislators and designers drop the 
program into the laps of the bureaucrats.  All too often the execution of the policy, 
program, or effort is void of the detailed planning that so diligently went into getting the 
effort through the commitment point.  One of the goals then is to build a framework that 
requires designers to put as much effort into implementation and evaluation as they do 
getting approval at the commitment point.  

While intentionally made to look asymmetrical, for the sake of discussion and evaluation 
the Policy Life Cycle process can be simplified into a more linear form:  

Idea � Design � Commitment Point (Launch) �  

Implementation and Results Monitoring � Evaluation 

But what about the last point:  Evaluation?  The typical cycle often falters in 
implementation.  Some, as with the Grace Commission, barely make it to implementation 
but for the recommendations targeting the obvious waste and abuse, and instead the 
volumes end up on a shelf.  But, even when implementation is relatively successful, it is 
evaluation and re-evaluation that are almost always absent.  For all the loopholes or 
inaccuracies in implementation and result monitoring, were it for a systematic and 
repeatable framework for re-examination, those loopholes could, over time, be closed or 
adapted to the modern environment.  

Natural Selection as Impetus for a New Framework 

The metaphor of natural selection is not a far-fetched one to use in our quest for a 
permanent and repeatable framework of re-examination.  Survival and the market are 
powerful forces that keep the natural world and the business world on its toes. Similar 
incentives do not exist in the public sector.  Motivated and passionate leaders many times 
trigger and inculcate change, but that is the exception rather than the rule.  Insomuch as 
newly minted executives do their best to bring in transformational leaders, reform efforts 
are often lack expertise when it is most needed: during times of deep transformational 
change.  So after all of this, what are the mechanisms for institutionalizing systematic and 
repeatable evaluations and re-evaluations independent of personal leadership and ideal 
circumstances?  And what can we apply from this study to ultimately keep the 
government “organism” living and learning in the modern world?  
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Framework to Execute a Reform Effort Successfully 

Building the Framework 

In the case of major government reform, the lessons are clear.  Yet while so much of its 
success or failure depends on the perfect combination of leadership, political “harmony,” 
and fiscal crisis, there are lessons learned that resonate under any state or federal level 
system.  With that as the case, don’t we then have a framework for improving the odds 
for success for future reform efforts in the public sector?  

The goal:  Develop a systematic and repeatable framework for conducting 
reform efforts and subsequently taking governments through the process 
of program reevaluation and redesign. 

The filter:  Distill lessons learned from government wide efforts down to 
those that resonate at the next lower level—program and agency review. 

 The endstate:  A framework that “lies within” or “adjacent to” the policy 
 lifecycle, and captures the steps and questions that must be addressed in program 
 re-evaluation and/or agency transformation. 

To land at the ultimate goal of a repeatable, sustainable, and successful reform 
framework a more systematic comparison of the eight programs was required.  Appendix 
O includes a comparison of the three national (Hoover, Grace, NPR) and five state (TPR, 
CPR, COMAP, Empower Kentucky, and Texas Sunset Commission) reform efforts 
across the different steps of their lifecycle, from idea to implementation.  In Appendix O, 
we analyzed each of the eight initiatives according to eleven common categories, plus the 
inspiration for the effort when available (see Table 6.1). 
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Table 6.1 

Categories for Comparison of National and State Reform Initiatives 

Political Leader We define our political leader as the government official(s) from the executive 
branch (president, governor, etc.) promoting the idea and the need for reform.  
He or she can be one of the triggers that will help make this initiative possible. 

Economic 

Conditions 

Often, the economic conditions of the time will act as a major trigger for change 
and will push the executive to launch reform initiatives.  They can also help 
gather support from the public:  during a fiscal crisis the looming threat of tax 
increases can create a sense of urgency that benefits the effort and attracts public 
support. 

Political 

Environment 

Concerning the political environment, it is crucial to determine political 
supporters and opponents, strategize in accordance with the realities of the 
system, creating a framework for implementation that will incentivize political 
opposition to support the effort. 

Mission and Legal 

Basis 

It is important to launch the effort with a concise statement of core purpose that 
is ideally supported by executive and legislative majority:  What was the basic 
mission statement or ultimate goals put forward by the change initiative? 

Scope Be clear in the design phase regarding where on the “How vs. What continuum” 
the effort will be placed.  Are you going to address the problem of What 
government should do or are you just going to focus on How government does 
what it is already doing?  Are you going to look inside the boxes (focusing on 
the services government offers) or are you only going to look at the boxes 
themselves (organizational aspects). 

Project Leadership Is the project director someone with institutional experience or an outsider?  Will 
they have detailed knowledge of the system being examined or will they bring 
fresh, innovative ideas from the private sector to the effort?  Project leadership 
should be aware of the costs and benefits associated with this balance. 

Staffing Staffing is a critical component of government reform.  What balance did the 
staffing take throughout the initiative.  Was it comprised of only private sector 
people (including loan executives and consultants) or only public servants, or 
was the staff a mix of both?  

Funding How much funding was allocated for the initiative?  Was the funding comprised 
of public or private money? 

Methodology The methodology is the process used to conduct analysis of specific issues, 
programs, or organizational units.  Where applicable it may be in the form of a 
decision tree, business case analysis, or a series of checklists and questions.  
What analytical approach did the effort take? 

Public Access The balance of public disclosure and proprietary information often influences the 
outcome of a change initiative.  Were targets announced publicly?  Were there 
any  public hearings held?  What level of publicity did the initiative achieve, and 
what was the general public opinion of the reform effort?  

Results Monitoring 

and Follow-Up 

These results are the most basic way to evaluate the success of a reform.  Results 
monitoring can either take the form of dollars saved or the number or percent of 
recommendations enacted. 

Inspiration The individual or philosophy on which the reform effort is based.  This 
framework guides the questions and approach of the initiative and influences its 
ultimate goals. 
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Among the initiatives presented above and compared in Appendix O, some were highly 
successful, others weren’t.  With a looming recession and the arrival of a new 
administration, we are bound to see another cycle of reform, and the launch of new 
transformation initiatives. This chapter is an attempt to increase chances of success by 
showing how to execute these successfully, from idea to implementation and operation. 
The following analysis deconstructs the elements of the policy lifecycle and identifies 
key aspects of each stage with an eye toward successful implementation.  In the 
idea/strategy stage, the design phase, the commitment point, launch, implementation and 
reevaluation, critical questions and checklists are provided as a basic methodology, for 
use by a future leader interested in reforming government. 

Idea / Strategy 

The distance from idea to strategy comprises the foundation of a policy or government 
reform effort. In building a solid foundation with the goal of making an idea reality, the 
leadership must consider the policy landscape, establish the constraints of the initiative’s 
scope, and determine ultimate goals. 

Lessons Learned 

       Identify Where the Effort Sits on the How vs. What Continuum 

This is one of the early questions that the leader(s) launching the effort must ask.  The 
decision to tackle the “What questions” often requires more political capital . In light of 
this, perhaps only specific agencies or programs with great respect for the current 
environment might be the target of such an analysis.  On the other hand, a focus on 
“How” the government works can usually be more realistically tackled during 
government-wide initiatives, addressing issues such as procurement, e-government, 
efficiency and organizations.  The scope of your reform effort will be highly dependent 
on this decision.  It is therefore imperative to make sure that this issue has been debated 
by your leadership and that a decision has been made before going public. 

 

Table 6.2 

How vs. What Comparison 

How What 

Mode/Make – buy 
Should government directly provide service or 
contract with not-for-profit or private providers? 

Process 

Can the bureaucratic process be streamlined? 

Products/Services 
What services or goods should 
government provide? 

Staff/Skills 

Is there sufficient staff? Are skills adapted to mission? 

Technology 

Is an IT upgrade necessary or possible? 

Markets/Customers 

Who should government serve? 
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Organization 
Can we make the organization more efficient? 

Payment 

How should services be paid for? (Taxes vs. fees) 

 

 

Texas, for all its unique political and governmental culture, is ripe for deep analysis of 
how it repeatedly re-examines its parts.  The review systems of Texas Performance 
Review and the Texas Sunset Commission along with the State Auditor’s office all have 
considerable impact on the regular reexamination of government. 

The Texas Sunset Advisory Commission is an example of a re-examination tool that has 
survived the test of time (see detailed analysis in Chapter 4).  Its survival is itself an 
amazing story of Texas’ political system and the near-perfect combination of checks and 
balances alluded to above.  But elements of sunset provide undeniable insights into the 
possibility of a framework at any level. 

The Texas Sunset Commission provides us with a peculiarity that is rarely effective in 
broader initiatives—its embedded ability to look at both the how and what of agency 
operations.  The three objectives of the Sunset Commission include:  to determine what 
the agency has been doing; is it fulfilling the objective of its mission?  Staff members 
look at how the agency has functioned;  how is it fulfilling its purpose and how are they 
using the tools at their disposal?  (For this objective, it is necessary to examine the 
effectiveness and efficiency of the agency and possibly consider restructuring as a 
possible recommendation.)  Finally, they look at the transparency of an agency.13 

Sunset legislation generally provides for periodic termination of government agencies, 
programs, regulations and spending authority unless legislative action continues them.14  
Because it is easier to kill a bill than it is to pass one, the resultant effect is a legislative 
process that promotes an in-depth and transparent review process.  A critical piece of its 
framework that makes the review politically viable is the construct of the Commission 
itself—legislators sit on the commission and establish timelines and rules of the game 
(inherent flexibility within the system).  Further, both TPR and the Texas Sunset 
Commission have a legal basis established by the legislature, rather than most of these 
initiatives which are established through executive order. 

An anecdote as to why the Sunset Commission is able to tackle both how and what might 
be largely based on its permanence within the state government.  Successes can also be 
tied to several factors (aside from Texas oddities like biannual sessions):  structural 
aspects (i.e., being embedded in the legislature), flexibility in its assessment, generally 
fiscally conservative representatives, impassioned leadership, dedicated staff, detailed 
reporting/auditing procedures, and an extremely transparent process (such as public 
access). 
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       Align the Objectives of the Reform with the Objectives of your Administration 

Your administration has a general policy agenda that the reform effort will have to 
follow.  There are promises made during the campaign that you want to see addressed by 
this effort.  This also implies understanding your political environment, identifying your 
constraints and more importantly realizing early what fights cannot be won in the 
political arena:  What can’t you touch?  What is off-limits?  

Kentucky’s Governor Paul Patton spent many hours with his consultants building a 
business case model that would help him align programs with strategic objectives while 
also giving him the flexibility to determine which agencies were strategically more 
conducive to in-depth analysis at the onset of his initiative.15  They set out to identify all 
the different organizational entities (HHS, Legislature, DOT) on one hand and the 
business processes (Customer Service, Financial Management) on the other.  It led to the 
creation of a matrix for aligning strategic priorities with funding resources.  This method 
also helped the team identify constraints and easy wins.  It also enabled the identification 
of shared service opportunities amongst agencies. 

       Define a Clear Commander’s Intent 

You want to give your subordinates one and two levels down the general idea of what 
must be accomplished and why.  This concise expression of both the purpose of the 
operation and the desired outcome will serve as the initial impetus for the planning 
process and will more importantly help subordinates overcome any disruptions to the 
initial plan. 

There are a number of questions that the political leader needs to ask before handing the 
reins over to the appointed project leader (a compilation of such questions can be found 
in Appendix P based on the categories established in Table 6.1). The political leader 
should be engaged throughout the course of the project.  Bullock (TPR), Truman (Hoover 
Commission), and in a way, Reagan (Grace Commission), can be mentioned as examples 
of really engaged political leaders.  Conversely, Schwarzenegger (CPR) and Gore (NPR) 
can be considered examples of political leaders not engaged enough throughout the entire 
course of the effort. 

During Empower Kentucky, Governor Patton was detail-oriented and ready to engage 
sponsors.  He wouldn’t hesitate to spend hours brainstorming with his executive team and 
consultants.  There was no doubt he was not only supportive of the effort, but he was also 
personally invested in it and dedicated to its success.  

In contrast, during NPR, with all the changes in its scope and the strategy over time, it 
was difficult for the staff to identify a clear commander’s intent that would guide them 
through difficult times. 

Critical Questions through the Idea/Strategy Phase 

• What is your strategic mission, goal, and desired endstate? 
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• Are you willing to expend political capital through to implementation? 

• Have you established a clear Commander’s Intent (CI) to deal with ambiguity?   
(CI is the process of ensuring that the intent, task/purpose, mission, and endstate 
are known throughout the organization.) 

• Does this mission conform with the mission and vision of your administration? 

• Are you trying to analyze HOW a government does business or WHAT a 
government does? 

Checklist at Gate 1 

• Clearly defined mission 

• Mission alignment with administrative vision 

• Smart goal (feasible) 

• Commander's intent to handle ambiguity 

• Understand where the effort sits on the How-What Continuum 

Design Phase 

The design phase embodies the crucial period where ideas and strategy are finalized, and 
where leaders determine organization and draw blueprints.  At this point the political 
process is engaged, stakeholders addressed, and methodology specified. 

Lessons Learned 

       Attract Best Mix of Public and Private People 

Our anecdotal evidence (see Appendix O) continually points to the importance of 
including a number of public sector employees who will have the inside knowledge 
necessary to know which stone to lift to find potential savings or improve efficiency.  The 
need for experienced insiders is highlighted in Missouri’s COMAP by its emphasis on 
imparting institutional knowledge to outsiders.  Through the use of a “Guide to 
Missouri’s Government”16 and extensive training and information sessions for the private 
sector participants, the project manager and directors attempted to educate loaned 
executives on the processes of the state.17  As a comparison, the Grace Commission is 
also a compelling illustration of the need for insiders.  Being only composed of private-
sector staff, it lacked the detailed understanding of the intricacies of the federal 
government that lifelong bureaucrats could provide.18 

That isn’t to say that private-sector best practices can’t be applied in the public world:  
private sector staff members are also necessary in such an effort because they will bring 
fresh, out-of-the-box ideas and provide new perspectives, as they did in so many state and 
federal reform initiatives.  As Marcie Paolinelli, project manager for the COMAP 
initiative states, “the private sector rubbed off on them by getting them out of the rut of 
how to do things and into the world of what is possible”.19  Yet along with private-sector 
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innovation, there must be an understanding of the differences in incentives, roles, 
missions, and operating environment of government. 

Obviously, having personnel commensurate in size and quality with the mission is 
another requirement. You need a sufficient number of troops to conduct your in-depth 
review; otherwise, your team might end up relying too much on agency feedback.20 

Even though the quantity factor is important, quality should definitely be the driving 
criteria when recruiting your team.  Whether your staff comes from the private or the 
public sector you want to seek incentives to attract people who are both highly competent 
and committed to change.  In COMAP the original plan was to obtain public and private 
staff members full-time for six months, but they soon recognized that this would be 
financially impractical if they wanted to obtain high caliber executives from the private 
world.  They then finalized the teams: internal people did the ground work while high-
quality private-sector executives met with them one day a week, and ended up acting 
more as advisers or consultants.  This compromise proved highly beneficial. 

       The Effort has to be Supported by both the Legislative and the Executive 

       Branches to be Successful 

Ensuring that both the legislative and executive branches of government work hand in 
hand and have similar incentives to see the reform effort through is a prerequisite to 
success.  Moreover, the initiative must have some degree of bipartisan involvement to 
ensure a broad base of support to move legislative changes forward in order to implement 
key recommendations.  If recommendations require legislative approval, then failing to 
build a strong foundation of support with elected officials and failing to get commitment 
from the legislature early on, is like building your house on sand. 

CPR is the perfect illustration of a failure in this regard.  The governor alone, however 
popular he is, cannot carry through such an effort without including the legislature.  The 
Grace Commission saw a similar, though less drastic result.  The Hoover Commission, on 
the contrary, was able to obtain the legislative-executive alignment and bipartisan 
commitment that made success possible.  Again, the interesting phenomenon in the 
comparative analysis done in Appendix O is that the two initiatives that have stood the 
test of time, the Texas Performance Review and Sunset Commission, were the only two 
state initiatives established in the legislature rather than by executive order. 

       Get Stakeholders Involved in the Planning Process 

Different stakeholders and agency employees under review might feel threatened early 
on.  Identifying and addressing stakeholder concerns early are therefore critical to 
avoiding failure.  The best way to do it is by involving them in the planning and design 
process at some level. 

For example, it is often better to make palliative promises early on, reassuring employees 
from the beginning and letting them know they will be no forced layoffs, as was done in 
both the Missouri Commission and the Kentucky reform.  It is also a good idea to involve 
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potential opponents, whether inside the agency, in the political arena, or in academia.  
They will then be more constructive and less likely to criticize the effort.  Missouri 
Governor Carnahan was well aware of potential union opposition to his program, and he 
personally defused potential resistance by meeting with union chiefs and responding to 
their concerns.  

       Create an Implementation and Monitoring/Follow-up Team 

The only way to succeed through implementation instead of merely publishing a report is 
to include implementation in the planning process, and designing the review with 
execution in mind.  To help increase the chances of successful implementation of 
recommendations (assuming legislative approval is won), a team or committee dedicated 
to a specific concrete implementation plan should be created at the genesis of the 
initiative.  Too short a timetable will make it difficult to accomplish major change, and 
thus structuring your initiative around teams committed to the project from start to finish 
will prevent leadership from having a myopic view of the effort, and discourage staff 
from throwing recommendations “over the wall.” 

Of 21 state reform efforts studied by Marcie Paolinelli in her book on organizational 
change and administrative reform, only two, Missouri and Washington, included 
implementation plans as part of the methodology when preparing recommendations.  
Within the third phase of COMAPs methodology (see Appendix R), of the eight 
components of each recommendation, five were dedicated to implementation.  Upon 
release of the report the state transitioned the task forces into implementation task forces 
and continued with a commitment to completion.  After two years (by 1998), 121 of 143 
recommendations were executed.21 

       Attempt to Make the Initiative as Bipartisan as Possible 

A completely partisan effort will attract too much opposition and result in a very low 
probability for significant change.  Ignoring the bipartisan legislative reality is like asking 
for failure when it comes to implementation.  Even if the commission is able to conduct 
its initial review, neglecting political opponents will result in difficulties at the 
commitment point and throughout the implementation phase. 

Although it occurred almost 60 years ago, modern reform efforts can learn from the 
experience of the Hoover Commission (see Appendix M).  An initial partisan focus 
eventually had to yield to a more balanced perspective when the executive strengthened 
his influence in its operation.  While the Commission eventually produced some 
influential results, without the redirection effected by Truman and Hoover, it’s possible to 
imagine a much less successful Hoover Commission, focused more on abolishing 
programs than making them work better.  

Another example of an imbalanced reform effect was the Grace Commission (see 
Appendix N), which included only private-sector executives.  Because more than 72 
percent of its recommendations required some form of legislative measure, some believe 
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that this one-sided approach precluded success when it came to approving and 
implementing recommendations. 

       Avoid a “One-size-fits-all” Mentality 

Resist the urge to reproduce methods used in another political system without adapting it 
to the current environment.  For example, while one state will grant more power to the 
governor and will allow him to reform more independently, another will assign more 
power to the legislature.  The methods applied to look at government as well as the 
political alliances will have to be adapted accordingly.  Another mistake will be to 
transpose successful recipes from state to the federal level.  

As an illustration, trying to apply the successful TPR model in California at the federal 
level proved to be more difficult than expected and generally unsuccessful.  Granted, 
NPR did modify the TPR model in several ways and had some successes.  Yet even with 
modification, the difference between the political systems exceeded reform 
customization:  relations between executive and legislative branches were not 
comparable, scale was dramatically different, and agencies and departments were 
inherently more complex in design and power base. 

A similar lesson must be remembered when looking at different agencies within the same 
government.  It won’t be possible to use the exact same framework if it is not adaptable 
to making the necessary adjustments for different agencies with different cultures. \ 

Critical Questions through the Design Phase 

• How will you organize the management structure?  Is this modeled after a 
previous effort? 

• Have you built implementation beyond issuance of the report into the workplan? 

• Will you establish a capital fund specifically for investments required by the 
reform effort? 

• Have you identified critical stakeholders in the effort and game-planned their 
potential motives and responses relative to the initiative? 

• Will your audit/comptroller/budget entities conduct parallel assessments to ensure 
integrity of the data/recommendations? 

• Will you staff the effort with  public or private sector employees, consultants, or a 
mix of some/all? 

• Does the legislature have a say in how the process works and its timeline? 

• Is a public relations campaign built into your workplan? 

• How will you ensure a quality staff? 

• What is the timeframe for the program through implementation?  Is it flexible? 

• What are the major constraints (no layoffs, no outsourcing, no change to pay and 
benefits)? 
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• Have you conducted a detailed cost assessment of how much the review effort 
will cost? 

• How will you measure performance and results? 

• Is your effort analyzing the entire government, individual programs and agencies, 
merely looking at cross-cutting functions (budgeting, procurement, HR)?  Is it a 
one shot analysis or cyclical and recurring? 

Checklist at Gate 2 

• Strong evidence base 

• Ability to adapt 

• Sufficient resources 

• Gameplan stakeholder motives and buy-in 

• Sufficient skills- staff composition 

• Clear timeframe 

• Sufficient funds 

• Design through implementation 

• Clear owner 

• Clear performance measurement 

• Limited scope and cost 

• Clear definition of success 

• Failure mode analysis (analysis of potential failures and effects on a system) 

• Public access strategy 

Commitment Point and Launch 

The Commitment Point represents the final, no turning back moment in the policy 
lifecycle, where ultimate ownership is taken by the proponent of the policy.  It is a final 
opportunity for leadership to reassess the strategy and design of the policy before moving 
forward, with an eye toward the imminent hand-off of responsibility that occurs when 
policy enters the bureaucratic process.  

Lessons Learned 

       Plan and Manage Public Relations Early 

The importance of having a communication plan defined early on cannot be overstated.  
Otherwise, all the benefits of your effort could be defeated instantly by, for example, a 
poorly planned press release.  On the contrary, every time you score a victory you want to 
make it public in order to capitalize instantly to gain public support and momentum. 
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The Texas Performance Review started with a high level of secrecy, and that enabled 
them to work effectively in a quiet environment.  Information was then disclosed as 
necessary to ensure public support.  On the other end of the spectrum, the National 
Performance Review went public early, but without any planned communication.  John 
Kamensky, Deputy Director of Vice President Gore’s National Partnership for 
Reinventing Government said the “insider” description of the launch of the National 
Performance Review was: “This is live and unrehearsed, this is the Clinton 
Administration.”22  Vice President Gore went on David Letterman smashing ashtrays to 
launch the NPR publicly, but in the long-run communications were not handled properly 
as the administration deferred to mainstream media outlets.  The real issue was their 
inability to connect the NPR with the common citizen.  Ultimately, it was through 
regional and local media where NPR found a receptive audience and received much more 
coverage on the improvements in customer service and front-line delivery of government 
services.  

As John Kamensky also emphasized, there should ideally be two components to 
communication.  Initially during the review itself, “you don’t want to release too much 
information or it might just backfire later.”23  Second, once the report has been released 
and during the implementation phase, “you definitely need a plan on how to emphasize 
your accomplishments and make connections with the public.”24  This was accomplished 
to astounding success in the Hoover Commission in 1949, where public support was so 
galvanized (to the extent possible given the communication means at the time) that the 
momentum alone contributed to the success of many of its recommendations. 

       Understand How to Use your Economic Environment 

Different time periods offer different advantages and disadvantages.  Launching a major 
reform effort during a dire fiscal crisis acts to instill a sense of urgency that will make 
difficult decisions more acceptable to the public.  But it will also put pressure on your 
staff to identify quick and easy measures to make immediate savings.  The 
recommendations might therefore provide more recipes on how to move money around to 
balance a budget rather than actual ideas to redefine or improve the services provided by 
the government. 

Looking at government outside of a fiscal crisis, on the other hand, will enable you to 
take the time needed to get deeper into the business process and technology change 
initiatives.  It might therefore be beneficial to conduct such efforts in times of relative 
fiscal “calm” in order to be able to modify profoundly what government does and how it 
does it.  Again, this economic environment should be one of the elements that you take 
into consideration when making the initial decision on where to position your effort on 
the How vs. What continuum. 

The first of eight steps in John Kotter’s “Eight Steps to Transforming Your 
Organization,” is to establish a sense of urgency.25  This begs the question:  does it take a 
crisis to conduct program and agency review, or can it be done during relative calm?  
Further, is the re-examination effort strong enough to withstand the pressures of time and 
does it mitigate the cyclical nature of fiscal and political crises. 



197 

Both TPR and CPR were launched in difficult fiscal periods, but TPR was able to cope 
with its environment and provide a set of recommendations to score easy wins and make 
fast savings.  CPR on the other hand ambitiously tried to tackle the whole of government 
in a really short timeframe, and finally implemented very few of its recommendations.  It 
is worth noting however that Texas and California have very different political cultures 
and environments, and the TPR benefited from a much more favorable environment (see 
Chapter 5). 

       Avoid Announcing Numeric Savings Targets 

Setting up one-size fits all numeric savings targets without flexibility regarding agency 
specificity and culture is often considered a major mistake.  It will only create fodder for 
opponents to use against you later, if you fall short (and could spell definite trouble 
around campaign time).  A better idea is to go forward with qualitative aims instead. 

In Texas however, the Performance Review started out with conservative $200-400 
million cost-savings audit.  The first performance review resulted in $4.3 billion in 
savings.  The lesson from Texas may be to “low-ball” the estimate if one is expected or 
demanded.   

Another method when announcing numeric targets that may help gain buy-in from 
stakeholders is to assign a portion of the savings to a defined goal like public education or 
health care.  In Kentucky, Governor Patton committed early to assign the first $50 million 
of annual savings to education, which sparked initial disapproval from his advisors and 
consultants.  It proved to be a communication success because it generated a compelling 
and politically beneficial reason for agencies to find savings while also increasing interest 
and support from the public. 

Critical Questions through Commitment Point and Launch 

• Is there a fiscal crisis?  Can it be leveraged as a catalyst for this effort? 

• Is the risk exposure worth the benefits? 

• How will you make the connection between this effort and the public 
constituency? 

• Are you comfortable with the political alignment (key stakeholder support) at 
launch? 

• Are stakeholders aligned to ensure passage through the commitment point? 

• Are you willing to share credit with the legislature, other elected officials, etc.? 

• What is your public access strategy?  Will you hold public hearings? 

• What is your strategy to counter public rejection or strong stakeholder opposition? 

• Will you announce targets publicly? 
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Checklist at Gate 3 

• Capitalize on economic environment 

• Risk-benefit analysis 

• Public access:  announcement-launch 

• Funding in place 

• Clear understanding of stakeholder positions 

• Methodology for implementation prepared 

• Political alignment firm 

• Public relations strategy for launch 

• Staffing decisions in place 

• Credit sharing plan with stakeholders 

Implementation 

Implementation occurs when a policy or government reform initiative is realized and 
executed, where agencies or programs attempt to put in place its mandate. As the policy 
“goes live,” change management, training, and a coherent communications plan increase 
the chances of successful implementation. 

Lessons Learned 

       Use a “Sounding-board” to Guarantee Fiscally Accurate Recommendations 

Involve people with a deep financial knowledge of government, typically from the budget 
or comptroller’s office, in this process.  Using budgeting/comptroller entities as a 
continual cross-reference also institutionalizes a whole-of-government “reality check” on 
the recommendations made by the commission.  Doing so will ensure that 
recommendations are fiscally sound and that planned savings can actually be obtained. 

The Grace Commission is a typical example of an effort which didn’t have any related 
internal budget or accountability check on the recommendations of the 36 task forces 
until after the report was released.  Many of their recommendations failed to deliver 
promised savings when it came time for implementation.26 

       Don’t Try to Tackle Too Many Enemies at Once 

When defining the scope of the effort, it is important to understand your limits, which are 
dependent on the size of your support base and the general political environment.  Most 
often you will not be able to conduct a review of all agencies or departments at once.  On 
the contrary, it is best to identify agencies and programs that are “out of bounds” given 
the current political environment and establish a first set of targets as easy wins to build 
momentum and support.  Incremental reviews are typically a better approach and increase 
the probability of success for the latter waves of reform. 
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With CPR, Governor Schwarzenegger defined a grand mandate to “blow up the boxes” of 
government.  By ambitiously attacking multiple fronts at the same time, he ended up 
facing a huge coalition of opponents that made implementation of the CPR 
recommendations near impossible.  These types of broad-reaching goals are almost 
impossible to implement without building the gradual momentum created by small wins 
early on.  

Most importantly, when moving into and through the implementation phase it is 
important to understand your operating environment.  In CPR’s case, its exhaustive 
mandate and unrealistic scope strengthened opposition, while TPR created a diffusion of 
opposition by extensively and incrementally reviewing state agencies, activities, and 
services, making it difficult for enemies to fight on so many fronts. 

       Understand the Fundamental Difference between Business and Government 

As COMAP Director Marcie Paolinelli emphasized, the private sector can bring fresh and 
innovative ideas to a reform initiative, but you have to understand that government is a 
different animal and has specific constraints.27 

The Grace Commission fell into this pitfall, where executives attempted to apply private 
sector techniques using a methodology of analysis similar to that of a merger or takeover.  
By largely ignoring the specific political environment and constraints that exist in the 
public sector, private-sector only teams set recommendations up to fail. 

However, while a private-only commission can be a serious mistake, staffing your team 
with a mix of consultants, legislators, and state workers can yield insightful, innovation 
results.  The EMPOWER Kentucky effort took full advantage of this mix and benefited 
from the combination of experts with diverse backgrounds. 

Critical Questions through the Implementation and Results Phase 

• Do you have a series of quick wins to gain momentum? 

• How much input will you accept from stakeholders/public? 

• How are cost savings assessed for accuracy and validity?  
(budget/comptroller/audit staff) 

• How will you keep stakeholders interested during implementation? 

• Have you assigned a proponent to every recommendation for follow up? 

• Is there flexibility to acquire more resources (capital and people), and is that 
planned for in the budget? 

• Do you intend to include unions, businesses, and taxpayer groups in the 
stakeholder buy-in process? 

• What mechanisms will incentivize implementation of the recommendations? 

• Have we incorporated best practices and lessons learned into the implementation 
process? 
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• How will you measure performance and results?  How will you define success? 

• Does the methodology for implementation allow us to audit and report 
effectively? 

• Have you balanced risk and reward against full or incremental roll-out of the 
recommendations? 

• What kind of commitment has the political sponsor given the project director and 
staff? 

Checklist at Gate 4 

• Quick wins identified 

• Cost savings/ recommendations audit 

• Continuous stakeholder involvement 

• Actionable and accurate recommendations 

• Roll-out decision:  full or incremental 

• Established team/methodology for re-evaluation 

• Incentives for implementation 

Re-evaluation 

Often overlooked, re-evaluation of a program, agency, or policy will help keep 
government flexible and modernized, working against its change-resistant nature and 
giving it the evolutionary capability of the natural and business worlds.  While potentially 
politically difficult, transparent and recurring re-evaluation should be ingrained in the 
political system. 

Of the initiatives studied for this paper, the Texas Sunset Commission is the only 
permanent program for continued and systematic re-evaluation of agencies and programs.  
Both Chapter 4 of this report and Appendix R (Texas Sunset Commission Methodology) 
offer insight into the longevity and relative successes of sunset in Texas.  In addition, we 
distilled lessons learned from the macro-level government-wide initiatives (Hoover, 
Grace, NPR, TPR, CPR, Empower Kentucky and COMAP) into a framework that future 
government executives can use either for another large-scale effort or for a smaller 
examination (or re-evaluation) of individual programs or agencies.  

The macro level success factors and common mistakes detailed earlier in this paper 
provide the foundation for more specific, universally applicable micro-level questions a 
leader should address when re-evaluating a program, function, or agency. 

Critical Questions through the Re-evaluation Phase 

• What is the goal of the program?  Is it critical to the agency/department’s 
mission? 
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• What new statutes (local/state/federal) can be leveraged to improve the 
program/agency? 

• How will you alter implementation based on the the results of the re-evaluation? 

• Are these goals being realized?  [Why are you re-examining this program?] 

• How will you evaluate the effectiveness of this program?  Have the performance 
measures changed to reflect the current environment?  

• What elements of the program/department would benefit from increased 
competition? 

• What would you do with a clean slate? 

• Are partnerships still aligned?  What is the current state of stakeholder buy-in 
with respect to re-evaluation of this program?  Is the market receptive? 

• Can changes be implemented given the current state of program technology or 
will it require a new tech roll out? 

• Would the program look the same if you built it today?  What are the alternatives? 

• Have technological developments rendered this obsolete?  What tech environment 
do you want to operate in? 

• Have you balanced financial objectives with customer service objectives? 

• Do stakeholders have the ability/means to “weigh-in” on the re-evaluation 
process? 

• What outside help is needed to make program change?  Can this be done in house 
with re-training? 

Checklist for Re-evaluation 

• Program serves the mission / redefine mission statement 

• Balance financial and customer objectives 

• Alternative assessments/comparisons 

• Establish clear timeline 

• Stakeholder and market receptive to change 

• Public access/relations plan set 

• Leverage/harness new technology 

• Common evaluation methods /performance measures 

• Incorporate critical components of all previous checklists 

A Framework for Policy Design and Re-Evaluation 

The framework provided within Appendix Q is a simple and somewhat linear way of 
maneuvering through the asymmetric and sometimes un-navigable life cycle of public 
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policy initiatives and reform efforts.  This synthesis is based on the establishment of four 
gates and five phases through which a series of questions should be answered and 
checklists completed before the next phase is begun.  In theory, this framework is a next 
step in the evolution of modern public reform, though it is to this point untested.   

The Life Cycle Gates matrix is a result of comparative study (Appendix O), a construct of 
critical questions based on eleven categories (Appendix P), and more detailed analysis of 
both state and national reform initiatives (Chapters 2-5 and Appendices M and N).  
Recommendations for further study include use of this framework when conducting 
analysis of these same (or different) reform initiatives, followed by use of the updated 
framework when conducting the next new initiative at the state or national level.  It is a 
work in progress and needs further adjustments, but it takes a step in collectively 
analyzing transformational change in the public sector that has little precedent.  

Conclusion: Activating the Federal Gene Pool 

There is no magic bullet for institutionalizing a reform process. We can only do our best 
to design a change initiative based on what we’ve learned from past efforts.  From 
Hoover to Grace to NPR to Sunset, reform efforts throughout history have experienced a 
range of results and various degrees of success.  Recognizing the need for a fresh look at 
the dos, don’ts, and best practices of these endeavors, this chapter ventures to underline 
the lessons from these past efforts, and highlight the most critical key success factors 
(and pitfalls) of modern governmental reform. 

Our attempt to build an agency- or program-specific framework for an advanced, evolved 
type of change initiative is based on the various lessons distilled from case studies of 
other efforts.  This includes the crucial understanding of which aspect of government is 
under scrutiny:  how it does business or what services it offers.  It offers a repeatable, 
sophisticated synthesis of our results, and we hope it represents the next advancement in 
the body of knowledge on federal, state-level, and agency-specific change. 

Government doesn’t contain its own integrated apparatus for organizational development, 
but reform efforts do evolve.  Applying a bit of evolutionary theory can help us 
conceptualize a future “daughter” reform that emerged because it inherited the best 
possible traits for survival from past efforts.  Over nearly 60 years, this continuum of 
historical government redesign initiatives has produced such advanced long-lasting 
efforts as the Texas Sunset Advisory Commission.  Now is the time to enter the next 
generation of reform. 
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Chapter 7.  Conclusion 

Knowledge will forever govern ignorance; and a people who mean to be their 
own governors must arm themselves with the power which knowledge gives.  

      -James Madison 

Overview 

These case studies attempt to provide newly-elected or aspiring government leaders with 
the type of guide that private sector executives take for granted.  Like the business 
leadership and management titles which regularly appear on bestseller lists, this 
anthology contains both inspirational and cautionary tales alongside case-specific 
frameworks designed to help determine where policies ultimately succeed or fail.  Those 
seeking to energize their organizations and find new approaches to governing may find 
the lessons useful. 

It is critically important to emphasize the inherent difficulties in drawing unequivocal 
conclusions from this research.  In many of the scenarios presented, the authors stressed 
that further investigation and a widened scope could yield more refined answers, but do 
not promise absolute truths—only probabilities. 

Next Steps 

The cases examined in this report are by no means exhaustive.  There are many other 
examples of outsourcing, public-private partnerships and government transformation 
initiatives.  For those interested in exploring similar scenarios, here are some possible 
approaches. 

Human Resources Outsourcing 

A further examination of outsourcing case studies using the critical “ten lessons learned,” 
(which include obtaining user buy-in, giving due diligence to the implementation process 
and paying close attention to contract development) could yield further insights.  
Questions to be pursued could include whether or not some states are able to correct 
themselves mid-process or if measurably better planning benefits the implementers. 

Public-Private Partnerships 

Public-private partnerships are new territory for state and local leaders.  The PPP process 
is a complex juggling act of cost savings, development opportunities and maintaining 
local control and elected officials are learning from the experiences of their counterparts 
in other states and municipalities.  Building a chronological “learning tree” which traces 
the evolution of PPPs across different states is a way to identify the lessons learned—and 
the critical lessons overlooked. 
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Sunset Review Process 

Using the key variables of success—committed leadership, strong staff capabilities, 
political champions, strong legislative support, and the time and space to do substantive 
work—and applying them to states which have attempted the sunset process is one way 
to begin a deeper analysis.  Examining why it was repealed or downsized in states beyond 
those discussed in this volume (44 have attempted a sunset process, while only 25 have 
retained it) could yield further insights. 

Performance Review 

Performance review is a concept that runs along a spectrum, which suggests several 
avenues of further investigation.  Have audit-heavy, incremental reorganizations worked 
better than comprehensive reorganizations?  Or has there been a massive statewide 
reorganization that was hailed a success?  More critically, is there a “leadership formula” 
that works best in this process, a perfect combination of executive, legislative and public 
roles? 

Government Re-evaluation 

Given the scope of this topic, there are a number of ways to move forward.  One could 
begin with extensive research to expand the Life Cycle Gates matrix and use the 
framework to examine past programs.  Contacting practitioners and academics to assess 
the framework as an analysis method would be helpful as well.  However, the best 
possible approach would be to use the framework to investigate a current program and 
evaluate the results in real time to determine its effectiveness as an analytical tool.  

Lessons 

For those who choose to pursue these avenues of inquiry, consider the following lessons. 

It Depends what you Mean by “Success” 

What is a successful reform effort?  Is it a singular process that achieved 90% of its 
goals?  Or a more modest effort that reappears, year after year, making incremental gains 
over time?  Or an easily dismissed “failure”, such as the Grace Commission that 
identified problems and generated solutions which were revisited for years to come?  
Defining success in the public sector is difficult – administrations do not issue an 
equivalent to quarterly earnings reports.  And what is more successful – a public 
assistance program that effectively serves a large population or a program designed to 
steadily decrease enrollment?  It is essential to maintain an open mind about what 
constitutes success before building conclusions. 

Secure as Much Documentation as Possible 

Starting the research process early is vital, as researchers will need to seek out 
information from a diverse set of resources.  Documents may require letters and/or forms 
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and finding the critical internal reportage that will serve as a Rosetta stone for the public 
side of the story will make all the difference. 

Politics will Suffuse the Process at all Levels 

Beyond “he said, she said” is “he said, they said (but don’t quote me), I think I said…” 
and so on.  Interviewing current and former public officials is at best a difficult business 
and one that rarely yields simple answers.  Yet these interviews are irreplaceable to 
researchers. 

Prepare for “Gaps in the Record”—or  an Absence of “the Record” 

Tracking implementation is far harder than tracking a bill—there are no “committee 
transcripts” to record what players said, and few “staff summaries” to consult.  Unlike 
political and legislative processes, which can offer flash and drama, implementation 
usually is not covered by the media (unless something has gone very wrong and an 
investigation is launched.)  The implementation process involves many actors and often 
occurs in multiple sites simultaneously.  Government professionals find it challenging to 
track implementation, so it is understandably harder for an outside observer to get the 
entire story.  Prepare for an involved investigatory process which may well conclude with 
informed speculation. 

Once again, in investigating policy implementation and the actions of those involved, it is 
essential to remember that—like all matters tied to human behavior—there are no 
absolute truths to be found, only probabilities. 
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Appendix A. General Literature Review 

Bad Policy Ideas 

by Jennifer Gorenstein and Ashlynn Holman 

MacDonald, Heather. The Burden of Bad Ideas. Chicago: Ivan R. Dee, 2000. 

The book The Burden of Bad Ideas: How Modern Intellectuals Misshape Our 
Society by Heather MacDonald provides insight into how good intentions can turn 
into bad policy ideas.  Throughout the course of the text, MacDonald presents 
twelve case studies that reflect the idea of good intentions gone badly during 
implementation.  These case studies include a look at the current versus historic 
foundation and its aims, the overall standard to which society holds the needy 
accountable, and a shift in public health outlook based on racism and sexism.  
Though none of the presented case studies directly relate to those being analyzed 
by the class, these studies provide a general framework for analysis of bad ideas. 

Naim, Moises. “Coping with Misguided Ideas in a Dangerous World.” The Financial 
Times (Nov 25, 2002), p. 25. 

The article “Coping with Dangerous Ideas in a Misguided World” focuses on the 
adoption of bad policy ideas.  While some ideas are inherently bad, others are not 
noticed until failed implementation.  With the modern quick-pace society, these 
bad ideas make their way into government due to the accelerated emergence–
adoption–rejection cycle that does not allow for proper evaluation.  Though this 
article presents an interesting perspective, it lacks detail that is relevant to this 
project. 

Wright, Robert. “The World’s Most Dangerous Ideas: Ideas Matter, and Sometimes they 
Can be Dangerous.” Foreign Policy, no. 144 (September/October 2004), p. 32. 

The article entitled “The World’s Most Dangerous Ideas: Ideas Matter, and 
Sometimes They Can Be Dangerous” discusses good and evil.  The author 
suggests that evil resides within everyone, but is represented by varying degree.  
He warns against policy making using a one-sided perspective determining either 
what is good or what is evil.  The article is not relevant other than showing that 
poor policy ideas may stem from viewing a problem in black and white. 

Schuck, Peter H. Targeting in Social Programs: Avoiding Bad Bets, Removing Bad 
Apples. Washington: Brookings Institution Press, 2007. 

The book entitled Targeting in Social Programs: Avoiding Bad Bets and 
Removing Bad Apples provides a framework to analyze how policymakers make 
tough choices in the context of social policy programs.  Bad bets are those 
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individuals that may benefit less than others may, and bad apples refers to those 
individuals that impose costs to other program recipients.  The underlying basis 
for the framework is that policy focusing on social programs would be better off 
with fewer bad bets and fewer bad apples.  

While these resources are not directly pertinent to our case studies, the notion of whether 
an idea is inherently poor is important, especially when it influences the development of 
policy.  Alternatively, ideas may be good, but the resulting policy does not translate into 
successful implementation. 

Business Strategy  

by Brian Larson and Lisa Wilson 

Eisenhardt, Kathleen and Donald Sull. “Strategy as Simple as Rules.” Harvard Business 
Review, vol. 79, no. 1(January 2001), pp. 107-116. 

This article emphasizes the establishment of flexible, yet disciplined rules in an 
organizational structure.  While the author focuses on privately owned companies, 
Simple Rules can also be useful in the public sector and policymaking.  It allows 
management teams to zero in on viable opportunities, provides a ranking system 
for these possible avenues of growth, keeps managers and the rest of the company 
in sync with each other, and provides a structure to pull out of opportunities that 
are no longer viable. 

Norton, David and Robert Kaplan. “Having Trouble with Your Strategy?  Then Map It.” 
Harvard Business Review, vol. 78, no. 5 (September/October 2000), pp. 167-176. 

This article gives examples on how to map an overall strategy to lead an 
organization toward an overall goal.  It contains an example from Mobil.  It may 
not be entirely relevant to the case studies, as we are not actually mapping out 
how an organization gets to its goals.  It is good to know that an organization with 
a strategy map like this has a higher chance of success. 

Drucker, Peter F. Management: Tasks, Responsibilities, Practices. New York: Harper 
Row, 1973. 

This is a very comprehensive book regarding management.  It touches on public 
management from time to time, but mainly focuses on the management profession 
specifically.  For business strategy, this is an amazing resource.  It is a 
comprehensive (over 800 pages) guide to many different management challenges 
and strategies.  For our case studies, it has some interesting insights, but its 
overall focus is elsewhere.  (Interesting sections: 12, 27). 

Raynor, Michael. The Strategy Paradox: Why Committing to Success Leads to Failure 
(and What to Do About It). New York: Currency, 2007. 
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This book addresses the theory that “strategies with the greatest possibility of success 
also have the greatest possibility of failure.” (1) Both the public and private sectors 
face uncertainties about the future and this book attempts to give a structure to facing 
the unknown.  An organization must be able to adapt to a changing environment and 
be aware of fast and slow changes in the “market” (in our case this could be the 
public). 

Case Studies 

by Lori Gabbert Charney and Greg Campion 

Pressman, Jeffrey and Aaron Wildavsky. Implementation: How Great Expectations in 
Washington Are Dashed in Oakland.  Berkeley: University of California Press, 1973.  

This book provides an overview of the 1965 Oakland, California federal program 
that intended to finance public works and business loans to create jobs for the 
unemployed.  The Economic Development Administration (EDA) of the 
Department of Commerce appropriated $23.3 million for the project, which was 
estimated to create 3,000 jobs for the city.  

By late 1960s, the Oakland project was labeled a disaster because of big promises 
and little action.  The optimistic view of the Oakland project stated that the 
program fostered alliances between minority groups, business groups, and labor to 
create new employment opportunities.  The pessimistic view of the Oakland 
project was that the urban experiment raised expectations, but delivered meager 
results.  The book reviews how and why the program implementation was not 
successful and what successful implementation should look like.  

This book is a recommended reading for our project because it provides a general 
formula for implementation of policy and programs.   The text goes on to describe 
how implementation should be structured and explain why implementation is 
difficult to understand and plan.  Included are two chapters that discuss common 
problems with program implementation and potential ways to address process 
roadblocks.  This book provides a program study example, dissects it, and uses 
the findings to provide a basis for implementation “best practices.”  This text is a 
great baseline for how we approach implementation success and failure. 

Moynihan, Daniel Patrick.  Maximum Feasible Misunderstanding: Community Action in 
the war on Poverty. New York: The Free Book Press, 1970. 

This book provides an analysis and discussion about the Johnson administration’s 
war on poverty initiative lead by newly formed community action programs 
established during the 1960s.  

The focus is to show how the poverty program launch was misunderstood, not 
explained, and brought about social losses that should not have occurred.  The last 
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two chapters discuss why the community action programs failed and why/how the 
federal government failed the program.  

This book is helpful to our project because it provides additional support for clear 
policy development (definitions of what the project is to accomplish and who is to 
provide the action).  The book also strengthens the argument that social and 
governmental policy shifts can drastically effect program implementation.  

Kelman, Steve. Unleashing Change: A Study of Organizational Renewal in Government.  
Washington, D.C.: Brookings, 2006. 

Unleashing Change is the story of a monumental shift in U.S. federal 
procurement processes.  We’ve probably all heard the story of Department of 
Defense’s $900 toilets… this is about fixing these federal black holes.  This is 
change management at the highest level.  The volume is dense for a management 
case, but it has elements that we can surely use in our work.  Particularly as the 
Methodology group works to synthesize best practices and seeks to incorporate 
some federal successes and failures.  This case speaks to the significance of 
putting an expert in charge of the change mission (the author was an expert at the 
time in procurement mishaps).  

This case challenges conventional thought that people inherently resist change.  
The author argues that for every drastic change in an organization, you have a 
constituency for change group and another that wants the status quo.  Kelman 
argues that the leader’s role is to unleash the constituency for change.  In practice, 
once put in charge of procurement change under the Clinton Administration, 
Kelman found those who were fed up with the current procurement practices and 
made them his allies.  Kelman then set out to unleash the discontented by 
empowering change from the bottom up.    

Kelman was always cognizant of where the “front lines” were, and stressed that 
change had to occur as much at the bottom as anywhere else in the system.  The 
intro chapter is a great overview of government’s successes and challenges.  
Methodology group should consider reading this more thoroughly.   

Mead, Lawrence M. Government Matters: Welfare Reform in Wisconsin. Princeton: 
Princeton University Press, 2004.  

This case outlines Wisconsin’s re-vamping of its welfare system during the 1990s.  
We definitely recommend that each team dig into this book further for lessons 
learned because of its success at the state and local level.  This case did a 
masterful job at describing why Wisconsin’s State government is unique in so 
many ways, from the work ethic of its founders to its present day ability to attack 
issues with incredible efficiency.  The complex linkages between Wisconsin’s 
political scene and its society were crucial to welfare reform success.  
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Wisconsin attacked the problem head on.  Wisconsin’s goal was work 
enforcement and less reliance on welfare systems.  Rather than direct an ad hoc 
reduction in funding, Wisconsin attacked their welfare system with better 
practices, strong leadership and developed a bureaucracy that was capable of 
handling the caseload while focusing on the end state.  In many cases that meant 
more money and better people to an end game that ultimately aimed for less 
welfare.  The bureaucracy grew in order to shrink, and employment became a 
tenant in the welfare system’s mission.   

The citizens of Wisconsin believe that their government is competent, which 
many consider an anomaly.  We recommend that each case look at this book.  
There are nuances in this case that may help us to understand the political and 
social mechanisms (oftentimes roadblocks) in Texas, California, and at the 
Federal level better.  

Comparing the Public and Private Sectors 

by Luke Brennan 

Nutt, Paul. “Comparing Public and Private Sector Decision-Making Practices.” Journal 
of Public Administration Research and Theory, vol. 16, no. 2 (April 2006), pp. 289-318. 

Nutt summarizes an experiment that examined the financial decision-making of 
public and private mid-level managers and concludes that public sector managers 
generally make budget decisions based on inter-agency bargaining, while those in 
the private sector favor budget decisions supported by analysis. 

Nutt begins the article with an informative summary of public-private research 
from different authors over the years.  He also includes a chart that breaks down 
the impact of various operational factors on decision-making in the two sectors, 
including cooperation vs. competition, data availability, constraints, transactional 
scrutiny, and organizational process goals. 

All case study teams evaluating public-private sector interaction should read the 
article’s introduction and sector difference descriptions to help inform their case 
framework.  The article’s references may also provide additional background 
reading sources. 

Cultural and Organizational Change 

by Andy Farmer 

Saffold, Guy S. “Culture Traits, Strength, and Organizational Performance: Moving 
Beyond ‘Strong’ Culture.” Academy of Management Review, vol. 13, no. 4 (1998), pp. 
546-558. 
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Strong Culture Hypothesis: a company’s culture increases productivity in the 
workplace.  The article “Moving Beyond Strong Culture” disagrees with the 
Strong Culture Hypothesis; it says instead that it is weak by itself.  

Bernick, Carol. “When Your Culture Needs a Makeover.” Harvard Business Review, vol. 
79, no. 6 (June 2001), pp. 53-61. 

“When Your Culture Change Needs a Makeover” however, agrees that culture is 
important to the workplace and concludes that culture and performance go 
together. 

Toffler, Alvin. Future Shock. New York: Bantam Books, 1955. 

Our culture is one that is deeply intertwined with change.  In the work place, it is 
vitally important that employees are capable of dealing with this change.  
Technology training, education concerning the world market, and an 
understanding of the company’s methods of dealing with change are more 
important than ever. 

A productive organizational culture 

An organization’s culture consists of artifacts, espoused goals, and underlying 
assumptions on feelings, thoughts, and beliefs.  These underlying assumptions for the 
ultimate bedrock of organizational culture  

An organization’s culture should encourage an environment of teamwork.  Focusing on 
group achievement rather than individual achievement helps to accomplish this goal. 

An organization’s culture should be one that encourages innovation and accepts change 
as a positive.  Due to rapid increases in technology over the past several decades, each 
day brings more efficient methods of conducting business.  It is important that a 
company’s workforce is intellectually mobile and prepared to deal with the fast-paced 
work environment that is more prevalent today. 

Financial Engineering 

by Frederick Thomas 

Tufano, Peter. “How Financial Engineering can Advance Corporate Strategy.” Harvard 
Business Review, vol. 74, no. 1 (January/February 1996), pp. 137-172. 

The article deals with how financial engineers can assess which financial risks a 
company should take and how to adjust it with its strategy and goals.  Most of the 
cases describe the private sector, except the Tennessee Valley Authority and the 
Rhône-Poulenc Case.  The only link with implementation is on how financial 
engineering helped in the implementation of an option purchase plan for the TVA 
and how it helped them manage the risks of an options portfolio. 
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Leadership 

by Julia Harvey and Jason Modglin 

Bossidy, Larry and Ram Charan. Execution: The Discipline of Getting Things Done. New 
York: Crown Publishing Group, 2002. 

Bossidy and Charan focus on execution in the private sector, defining the leader’s 
job as running three processes: personnel selection, strategy design, and 
operations management.  Although it might help uncover crucial differences 
between the constraints of public leaders and those of private, this book may be 
too simplistic in its prescription for the successful leader, and would probably not 
be appropriate to use as a rubric for public leadership. 

Hayward, Steven F.  Churchill on Leadership: Executive Success in the Face of 
Adversity. New York: Three Rivers Press, 1998. 

This book focuses on the qualities of an executive embodied by Winston 
Churchill.  Hayward emphasizes the values and character of a leader, citing 
Churchill’s candor, decisiveness, scope of attention, and historical imagination.  
Since as a leader Churchill constantly strove to redefine his office and instigate 
change (with great success), his style might illuminate shortcomings of less 
effective leaders.  While not exactly a must-read for the project, this book is an 
engaging read for anyone interested. 

Kotter, John. “Leading Change: Why Transformation Efforts Fail.” Harvard Business 
Review, vol. 85, no. 1 (January 2007), pp. 96-104. 

Change management is central to this book, and it tries to distill the essentials of 
why transformations fail in the private sector.  Of great importance to Kotter is 
looking at the big picture and not skipping steps.  He stresses urgency, coalitions, 
vision, and momentum.  This book’s focus on why reinvention fails will be 
helpful when looking at this project. 

Drucker, Peter. “Effective Leaders Follow These Eight Effective Practices.” The Wall 
Street Journal (June 2, 2004). 

Effective leadership: 1) determining need, 2) determining what is beneficial for 
the whole of the group, 3) developing action plans, 4) taking responsibility for 
decisions, 5) taking responsibility for communications, 6) focusing on 
opportunities, 7) making meetings productive, and 8) thinking and saying “we.” 

Following these eight steps, along with his bonus step (listen first, talk last), will 
help each project manager control and lead their group to an effective work 
product.  This rubric might also help when looking at the actors in each case study 
because a leadership failure might be lacking one of these key steps. 
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Fernandez-Araoz, Claudio. “Hiring Without Firing.” Harvard Business Review, vol. 77, 
no. 4 (July/August 1999), pp. 109-119. 

An executive recruiter outlines the recommended steps to take to avoid making 
bad hires.  He covers 10 common pitfalls that corporate boards often fall into 
when making hires.  Ultimately, the author recommends that companies seek 
outside help, most likely from his firm. 

This article is meant for private companies seeking to hire lavishly and prosper.  
Its application to government is limited though it does highlight a common pitfall 
that plagues government as much as it does the corporate world, cronyism.  The 
best way to get around it is to hire for what is needed not what is wanted but given 
the process for making executive appointments in government, it seems this is 
unavoidable. 

Kelman, Steve. Unleashing Change: A Study of Organizational Renewal in Government. 
Washington, D.C.: Brookings, 2006. 

Kelman, head of the Office of Federal Procurement Policy from 1994 to 1997, 
lead the charge for procurement reform resulting in the Federal Acquisition 
Streamlining Act of 1997.  Using the bill as a case study, Kelman argues that 
every organization has a change vanguard that is unhappy with the status quo, 
and that effective leaders can mobilize these members to effect change.  This 
bottom up approach suggests change is the product of a democratic process rather 
than leader driven. 

Within the case studies, it will be helpful to ask if there was there a change 
vanguard.  Was this change vanguard unhappy with the current agenda?  Was this 
group able to affect change from the bottom up? 

Policy Implementation: Classic Texts 

by Luke Brennan and Frederick Thomas 

Pressman, Jeffrey and Aaron Wildavsky. Implementation: How Great Expectations in 
Washington Are Dashed in Oakland. Berkeley: University of California Press, 1973. 

Implementation’s focus is on the Economic Development Administration’s efforts 
to reduce unemployment in Oakland.  From this case, it draws principles and 
lessons on why the implementation phase fails so often, even when the project is 
carefully planned.  We think teams can learn lessons on why projects fail so often 
and use them for case study analysis. 

In Implementation, Pressman and Wildavsky focus on the problems and 
frustrations that come with the implementation phase of a policy project.  They 
establish that the more “clearance points” in a project, the less likely it is to 
succeed.  Moreover, they say that people usually believe that the implementation 
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phase is just of technical nature, and will go smoothly as long as the project is 
carefully planned and funded, but an important lesson from this book is to not 
separate policy from implementation.  Finally, they urge never to underestimate 
the power of people, and always try to minimize conflicts with interest groups that 
could have disastrous effects on the implementation of the policy. 

Moynihan, Daniel Patrick. Maximum Feasible Misunderstanding: Community Action in 
the war on Poverty. New York: The Free Book Press, 1970. 

Daniel Moynihan’s Maximum Feasible Misunderstanding is an insider’s account 
of the brief rise and fall of the Mobilization for Youth and Community Action 
components of the War on Poverty, a cautionary tale of sloppy policy 
implementation and execution.   

Moynihan’s work is very much of its time and place, focusing on the role of 
social research and social activists in the planning and implementation of a 
doomed program.  While none of our project’s case studies are focused on social 
programs, Implementation offers some general lessons about government 
accountability, and the use (and misuse) of social research in policy development 
and implementation.  A program initially designed to combat juvenile 
delinquency wound up transforming into semi-radical, unaccountable urban 
interest groups who antagonized the government interests providing the funding.  
The book is perhaps useful as an example of an engaging, well-written narrative 
rather than an analytic model. 

Wilson, James. Bureaucracy: What Government Agencies Do and Why They Do It. New 
York: Basic Books, 1998. 

Bureaucracy is a dense, sprawling effort in which author James Q. Wilson 
attempts to dissect and analyze bureaucratic workings at different levels (and even 
from different cultures) to determine best practices for working within and with 
such organizations.  Each team should read Bureaucracy.  It is an extensive 
literature review of the subject with numerous case studies and it enunciates key 
factors that lead to successful and effective bureaucracies.  

On the other hand, Wilson’s Bureaucracy doesn’t have a very compelling 
narrative, and while packed with information and illustrative examples, it is too 
dense for easy case reference.  Bureaucracy may serve another need, however.  
By looking at the book as a whole and breaking out each topic and subtopic, case 
study teams can develop an analytic tool to judge the health of a particular 
bureaucracy involved in policy implementation.  Using Wilson’s framework, case 
groups could develop a checklist of the key characteristics of a successful agency: 
the ability to define and perform critical tasks, define a sense of mission, find a 
constituency and acquire freedom of action.  An understanding of the various 
constraints in public management is equally important in understanding a 
bureaucracy’s role in a policy’s success or failure. 
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Overview of the Policy Process 

by Lisa Wilson, Jennifer Gorenstein, and Ren Nance 

Hunter, David and Linda Marks. Decision-Making Processes for Effective Policy 
Implementation. London, England: National Institute for Health and Clinical Excellence, 
May 2002. 

Decision-Making Processes for Effective Policy Implementation discusses health 
care while also highlighting issues effecting policy failures.  According to the 
author, policy failures result from non-implementation (not carried out as 
intended) or unsuccessful implementation (given ideal circumstances, the 
favorable outcome is not produced).  The implementation of a policy will affect 
the outcome but it must be accepted that perfect implementation is not possible; it 
“involves trade-offs, compromises and operating with often poor or no 
information.”  Implementation involves structural, managerial, behavioral, and 
political approaches.  Each of these approaches should involve interaction 
between groups with various outlooks and priorities. 

Pulzl, Helga, and Oliver Treib. Handbook of Public Policy Analysis. New York: Dekker, 
2006. 

The chapter in The Handbook of Public Policy Analysis titled “Implementing 
Public Policy” discusses the history and evolution of policy implementation 
theories.  The author introduces the bottom up approach (the whole process of 
how policies are implemented) and the top down approach (higher ups and elected 
officials make the decisions).  The study examines how new methods are trying to 
bridge the gap between these two approaches, and how implementation theories 
have changed based on international approaches. 

Kingdon, John W. Agendas, Alternatives, and Public Policies. New York: Harper 
Collins, 1995. 

This book focuses largely on the policy players in the federal government.  Each 
of the players both inside and outside of the government bureaucracy are defined 
and discussed through detailed case studies.  The book shows how these players 
interact with each other, and how they are able to influence the public.  The 
author shows how the political policy game is played by examining how each 
player creates and attempts to implement their policy agendas. 

Brinkerhoff, Derick. Policy Implementation: What USAID has Learned. Washington, 
D.C: Center for Democracy and Governance, January 2001. 

Policy Implementation: What USAID has Learned introduces the agency’s 
approach to policy implementation and identifies a series of challenges that affect 
successful implementation.  Implementation is difficult because policy mandates 
often lack the resources needed for success; reform efforts require the cooperation 
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of many agencies (not just program implementation/project management); 
policymaking and implementation is not a linear process, making it difficult to 
timeline and operationalize plans; and the impact may create positive benefits for 
some constituencies and costs/losses for others.  The framework outlines six tasks 
or stages needed for successful policy implementation, including legitimizing the 
importance of policy reform; getting the necessary buy-in to support reform 
efforts; accumulating adequate human and financial capital; organizing and 
planning through identification of responsible actors, procedures, systems and 
objectives; mobilizing actions; and assessing impact of reform efforts. 

Campbell, John. “Ideas, Politics, and Public Policy.” Annual Review of Sociology, vol. 28 
(August 2002), pp. 21-38.  

The article, “Ideas, Politics, and Public Policy,” provides a review of the literature 
analyzing how ideas affect the policy process.  Policy undergoes paradigm shifts 
when existing policies do not address newly arising issues or provide the 
necessary guidance to address issues effectively.  According to the normative 
framework, our beliefs, values, and attitudes affect the development of policy and 
may account for differences or similarities in cross-national or cross-party policy 
platforms.  Reframing policies based on a new context/frame may also contribute 
to shifts in policies or may also occur as the result of new empirical evidence (i.e., 
programmatic ideas) advocating a need for change (e.g., health reform develops 
based on new scientific research).  

Sabatier, Paul A. Theories of the Policy Process. Boulder, Colorado: Westview Press, 
2007. 

Paul Sabatier’s book entitled Theories of the Policy Process identifies seven 
theoretical frameworks to apply to the policy process.  He contends that it is 
important to apply more than one framework to an issue to uncover different 
perspectives, advocating for a “multiple lens strategy.”  The frameworks are 
organized thematically, including the policy process, how rationality influences 
policymaking (rational choice framework), policy change over time (equilibrium 
theory), and a comparative analysis of policy innovation and diffusion 
frameworks.  The reviewer states that it is a difficult read without prior theoretical 
background and knowledge on the topic. 

Stone, Deborah. Policy Paradox: The Art of Political Decision Making, 2nd Edition. New 
York: Norton, 2001. 

Deborah Stone’s book entitled Policy Paradox: The Art of Political Decision 
Making argues that the rationality project, the attempt to render policy making 
less political and more scientific, misses the point of politics.  Stone develops a 
model of political reasoning and compares it to the three rational models (model 
of reasoning, model of society, and the model of policymaking).  In Stone’s 
model, there are no fixed goals or fixed positions.  Ultimately, political reasoning 
is a process of creating, changing, and defending boundaries as opposed to 
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decision making by calculation.  One central theme is that problems are defined in 
politics and political actors use several methods or languages (numbers, symbols, 
stories, interests, etc.) of problem definition.  If you master these languages, you 
can accomplish an explicit and comprehensive understanding of problems that 
traditional models cannot achieve. 

Sutton, Rebecca. “The Policy Process: An Overview.” Working Paper 118.  Overseas 
Development Institute, August 1995. 

Similar to Stone’s above mentioned book, the working paper entitled “The Policy 
Process: An Overview” dismisses the widely-held view of how policy is made 
(the linear model), demonstrates that policy and policy implementation are best 
understood as a chaos of purpose and accidents, and provides tools from different 
disciplines that can be used to put order into the chaos.  This paper is an 
introduction to analysis of the policy process and reviews five crosscutting themes 
found in social sciences and management.   

Schofield, Jill. “A Model of Learned Implementation.” Public Administration, vol. 82, 
no. 2 (2004), pp. 283-308. 

The article, “A Model of Learned Implementation,” proposes that public 
managers have to learn new detailed techniques in order to implement ambiguous 
policy directives.  The article lays out six themes: 

• Public managers need to learn to implement new policy; 

• Learning is bounded by bureaucracy and enhanced by their role as 
bureaucrats; 

• The novelty of a new policy can be a motivating factor for learning; 

• The structure of project teams enhances learning; 

• Time allows knowledge and competence to be diffused among managers;  

• Detail provides the translation from policy to action but it could not occur 
without learning taking place first. 

McLaughlin, Milbrey. “Learning from Experience: Lessons from Policy 
Implementation.” Educational Evaluation and Policy Analysis, vol. 9, no. 2 (Summer 
1987), pp. 171-178. 

The article, “Learning from Experience: Lessons from Policy Implementation,” 
provides lessons learned from three generations of implementation analysis:  
implementation takes place in a fluid setting and problems are never resolved;  
success depends on local capacity and will; and balance of pressure and support 
are necessary because pressure focuses attention on a reform objective and 
support is needed to enable implementation.  In future analysis of implementation, 
note that the frame of analysis is the system and not the discrete program.  
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Measurement should include available resources, evidence of effort to learn new 
routines, and level of commitment and support. 

Public Choice Theory 

by Lawrence Crockett and Ren Nance 

Public choice theory is the use of modern economic tools to study problems that are 
traditionally in the realm of political science. 

Eggers, William. “The Incredible Shrinking State.” Reason Magazine, vol. 29, no. 1 
(May 1997), pp. 35-43. 

“The Incredible Shrinking State” takes an interesting look at New Zealand’s 
success in privatizing and streamlining its operations through a reform program 
that started in 1984.  The article explains why New Zealand was able to 
successfully reform, and why such reform would be more difficult in most 
western countries (due to, for instance, unicameral legislature, nonpartisan civil 
service, or no written constitution.)  Bill Eggers provides powerful lessons in 
accomplishing major government reform and outlines the key ingredients which 
may be applicable to our case studies.  

Dickey, Beth. “The Final Frontier.” Government Executive, vol. 29, no. 3 (March 1997), 
pp. 12-21.  

“The Final Frontier” explores the problems faced in the restructuring and 
downsizing of NASA in the 1990s.  Stresses and strains included suspected 
internal sabotage, poor communication of efforts, low morale, increased 
workload, and decreased safety.  

Burr, Michael. “Permanent Temps.” Government Executive, vol. 29, no. 3 (March 1997), 
pp. 41-43. 

The article, “Permanent Temps,” explains why temporary employment is 
increasingly attractive to professionals and people with high-level technical skills.  
An increasing number of agencies are hiring temp employees.  Benefits to 
employers include flexibility, cost control, and expertise that can be focused 
immediately and for only as long as necessary on specific tasks.  Hurdles include 
learning to deploy and manage such employees and the assumption that temp 
employees are less loyal. 

Bendor, Jonathan. “A Model of Muddling Through.”  The American Political Science 
Review, vol. 89, no. 4 (December 1995), pp. 819-840. 

In the article, “A Model of Muddling Through,” the author provides a 
mathematical model to test Lindblom’s informal theory of incrementalisim (that 
making small policy changes are often superior to making radical ones).  Overall, 
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Sutton finds that incrementalisim fares worse than originally conjectured and that 
while seriality (repeated attacks on the same policy problem) and redundancy 
(multiple decision makers) are often advantageous, they do more harm than good 
under specific conditions. 

Gibbons, Robert. “Incentives in Organizations.” The Journal of Economic Perspectives, 
vol. 12, no. 4 (Autumn 1998), pp. 115-132. 

The classic model in agency theory is a tradeoff between insurance and 
incentives:  wage = salary + bonus rate * output.  The agent is risk averse and a 
higher bonus creates stronger incentives, but more risk.  Many economists 
demonstrate how recent work has moved beyond this classic focus.  For example, 
outputs cannot be easily measured (what about mentoring, team productions, etc.).  
Robert Gibbons prefers a model that pays agents for their total contribution by 
using subjective performance assessments rather than objective measurements. 

Binder, Sarah. Stalemate: Causes and Consequences of Legislative Gridlock. 
Washington, D.C.: Brookings Institution Press, 2003. 

In the book, Stalemate: Causes and Consequences of Legislative Gridlock, Binder 
reviews 50 years of legislative history, measures the frequency of gridlock in that 
time, and proposes special procedures in committee and bicameral settings to 
assist negotiations.  She finds that party control is important, but that it alone 
cannot account for variation in Congress’s performance.  Bicameral differences 
and partisan polarization are the principle causes of gridlock.  

Cohen, Michael, James Marsh, and Johan Olsen. “A Garbage Can Model of 
Organizational Choice.” Administrative Science Quarterly, vol. 17, no. 1 (March 1972), 
pp. 1-25. 

Organized anarchies, as defined in this article, are characterized by three general 
properties:  problematic preferences (loose collection of ideas rather than coherent 
structure), unclear technology (reliant on trial-and-error procedures), and fluid 
participation (boundaries are uncertain and decision makers change capriciously).  
Problems, solutions, and participants move from one choice opportunity to 
another in such as way that the nature of the choice, the time it takes, and the 
problems it solves all depend on a relatively complicated intermeshing of 
elements. 

Public Management 

by Lori Gabbert Charney, Brian Larson, and Ashlynn Holman 

Childress, Stacey, Richard Elmore, and Allen Grossman. “How to Manage Urban School 
Districts.”  Harvard Business Review, vol. 83, no. 11 (November 2005), pp. 55-68. 
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This article discusses the status of urban school district performance and 
establishes what action to take to improve struggling districts.  The article states 
that a crucial part of low performing urban schools is the lack of district-wide 
strategies for improving classroom instruction and district organization.  The 
article states that adding funds for better teachers and small classroom alone will 
help student performance, but not district management.  The article suggests good 
management of urban school districts includes redefining the leadership role of 
the district office in order to create effective strategies for strong staff teaching 
and student learning skills, and building a school district organization that 
consistent with the established leadership strategy. 

This reading is important to our project because of the conclusion that 
management strategy planning required part of public management success.  
Strong management goals and strategies are required for any program to be 
successful.  This concept could be an overall recommendation on how to 
implement a good idea effectively. 

Cohen, Steven, and William Eimicke. Effective Public Manager. Jossey-Bass Publishers: 
San Francisco, Calif. 2002. 

This book focuses on how to rethink and reinvent government operations.  The 
text provides practical help to people entering, or aspiring to enter, the ranks of 
public management.  In general, government has a hard time delivering programs 
because of the established large-scale bureaucracy and overregulation of 
programs and policies.  The principals of quality management are at the root of 
every agency.  Issues faced by public managers continue to grow, but managers 
are ill equipped to deliver quality leadership (senior managers are either untrained 
or poorly trained). 

An analysis of crisis in contemporary public management is included (why a 
crisis has emerged, what has been done to address it, and what work still needs to 
be done).  The crisis in contemporary public management consists of: 

• Suffering government image from the public’s lack of perspective in an 
environment where accomplishments are rarely discussed, but failures are 
front page news; 

• The common view of government creating rather than solving problems 
and programs/policies detracting rather than adding to our overall quality 
of life;  

• A decline in the ethos of public service (community spirit).   

The text explains that public service is an honorable profession that requires 
skillful use of analytic techniques, management practices, creative thinking, and 
modern technology.  The 21st century effective public manager is described as 
creative, innovative, entrepreneurial, and a lifelong learner.  The future effective 
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public manager is active, aggressive, and shows innovative efforts to overcome 
obstacles and constraints largely due to a positive, can do attitude. 

This reading is important because it gives a general description of the human 
resource environment of bureaucratic management.  The text describes what skills 
are needed to support effective government management in the future.  Better 
understanding about who is working on these projects could help structure 
implementation management including addressing possible difficulties within the 
final recommendations. 

Wilson, James. Bureaucracy: What Government Agencies Do and Why They Do It. New 
York: Basic Books, 1998. 

This book explains why government agencies (bureaucracies) act the way they do.  
Bureaucracies are seen as monolith, a distinctive form of social organization that 
exists to increase the predictability of government action by applying general 
rules to a specific case.  In general, most agencies fail to apply general rules to 
specific cases and resist any effort to set forth policies in clear and general rules.  
The book stresses the need to look at bureaucracies from the bottom up to assess 
the extent their management systems and administrative arrangements are good or 
poorly suited to the tasks agencies actually perform.  The book mentions the 
importance of the political superiors (governor/mayors) who determine the 
freedom of bureaucrats by their decisions.  The point is made that studying the 
goals, resources, and structures of agencies does not always provide helpful clues 
to the actions agencies might take. 

The book explains why agency organization matters and gives definitions and 
roles for levels of workers within agencies (operators, managers, and executives).  
Rank-and-file employees (operators) depended on the situation they encounter 
(prior experiences, personal beliefs, expectations of their peers) whose factors 
combine to produce organizational culture.  Managers, if not connected with the 
day-to-day operators work, are focused on the constraints placed on the agency by 
its political environment.  Executives try to maintain their agency (including their 
own job) and retain control of their work turf.  There is a discussion on outside 
forces that influence agencies (Congress, Presidents, and the Courts).  

When government officials increase autonomy, the cost of organizational 
maintenance is lowered to outside stakeholders.  It is also important for 
executives to maintain and transform their agencies to give them value.  Two 
chief bureaucratic problems—inefficiency and arbitrariness—are identified.  The 
book concludes with a discussion on bureaucratic arbitrariness: acting without 
legal authority to decide why there are rules and what they are meant to do.  
Managerial problems arise because strongly motivated, talented workers are in the 
minority, and workers who cope with the rules are outnumbered by people who 
hide behind them.   
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This reading is important because it gives a general picture of the bureaucratic 
environment where project implementation takes place.  It is critical to understand 
the inner workings to agency bureaucracies to make sound, applicable 
recommendations in our project that can and will apply to the real working world.  
The book also gives examples of bureaucratic systems that are not run well and 
ideas on how to run them better.  

Posner, Bruce, and Lawrence Rothstein.  “Reinventing the Business of Government: An 
Interview with Change Catalyst David Osborne.”  Harvard Business Review, vol. 72, no. 
3 (May/June 1994), pp. 133-143. 

This is a very interesting interview with David Osborne that focuses on what is 
necessary for bureaucratic change to be efficient and effective.  It also examines 
the role of private practices in a public environment, as well as interaction 
between government and private businesses.  This is a very relevant article. 

Savoie, Donald. In Search of a New Bureaucracy. Pittsburgh: University of Pittsburgh 
Press, 1994. 

This book examines the development of new bureaucratic systems that were 
developed in the U.S., U.K., and Canada during the 1980s.  It begins by 
examining different bureaucratic theories, such as Woodrow Wilson’s goal of 
having public administration as a “science,” and Max Weber’s organizational 
model.  It then goes on to explore the settings in each country before the changes 
were put into place by the new administrations.  The next sections look at what 
exactly each leader wanted to change and how they aimed to do that by looking to 
the private sector.  Both their presence and attitudes led to the implementation of 
overall change in their respective societies, as well as how those societies interact 
globally.  Managers should focus on a specific goal and reevaluation to determine 
effectiveness.  This book provides a great resource in examining changes in 
bureaucracy.  

Moynihan, Daniel Patrick. Maximum Feasible Misunderstanding: Community Action in 
the war on Poverty. New York: The Free Book Press, 1970. 

This book investigates changes in governmental organizations aimed at social 
welfare and change that took place during the late 1950s and 1960s, such as the 
War on Poverty.  It highlights redundancies and contradictions in policies that we 
formed in an attempt to show how events could have been more streamlined.  One 
striking example is of a program (the Model Cities Program) that was created in 
direct competition with another organization, the OEO, instead of cutting funding 
for the OEO.  While interesting, given its limited scope it may not be directly 
relevant.  However, it would be very good to know some of the inefficiencies that 
already exist and that are portrayed in this book.  

Osborne, David. Reinventing Government: How the Entrepreneurial Spirit is 
Transforming the Public Sector. New York: Plume, 1993. 
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This book analyzes the implementation of a new governmental management 
strategy that mimics the private sector in many ways.  However the author does  
not advocate that government be run like a business because the two are 
inherently different.  Implementation of the entrepreneurial model allows the 
government to save money in budgets and become more effective through 
competition and reevaluation of usefulness.  The flexibility that is built into this 
model allows government to be efficient, while still being effective and proactive.  
Different case studies are presented that focus on the different drives of 
government (community, competition, mission, results, customers, and market).  
Overall, this book is useful in comparing the relationship between public and 
private management as it applies to government and is an interesting alternative 
view to In Search of a New Bureaucracy. 

Mintzberg, Henry. “Managing Government, Government Managing.” Harvard Business 
Review, vol. 74, no. 3 (May/June 1996), pp. 75-83. 

This article focuses on imbalance in government and the relationship between 
private ownership and state ownership.  Overall, the author argues against the 
common notion that government should be run like business.  Though many 
similarities exist between government and business enterprise, public 
management on the state level is different from management on the business 
level.  Additionally, the author points out that public management is not the sole 
responsibility of the manager, but rather that of everyone.  Five models are 
presented for the management of government:  Government-as-Machine Model, 
Government-as-Network Model, Performance-Control Model, Virtual 
Government Model, and Normative-Control Model.  Though there is no best 
model, the Normative-Control Model seems to fit best due to integration of 
people, values, and responsibility.  Overall this article is interesting. 

Operations-Six Sigma 

by Fritz Fitzpatrick and Greg Campion 

Cavanagh, Roland, Robert Neuman, and Peter Pande. The Six Sigma Way Team 
Fieldbook an Implementation Guide for Process Improvement Teams. Madison: McGraw 
Hill, 2002. 

Six Sigma is a set of data driven practices designed to produce near perfect 
outputs according to certain specifications.  Think of Six Sigma as reducing 
defects through the rigorous application of quality control measures.  Six Sigma is 
usually associated with large, often traditional manufacturing companies such as 
GE, Motorola, car companies, semiconductor, and chipmakers.  Sigma uses ± 
three standard deviations to attain near 100 percent efficiency.  This book 
concentrates on operations rather than supply chain management, though the book 
shows that linkages do exist and the general concepts are the same.  

Key aspects of Six Sigma: 
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• Nearly all aspects of the manufacturing process can be systemized, controlled, 
and measured. 

• Working continuously to reduce defects and variation leads to continuous 
improvements and efficiencies.  For instance, think about Moore’s Law and 
computer chips. 

• Top management and the whole of the organization must be committed to Six 
Sigma and the tenants of quality control in order to achieve results.  Think in 
terms of professionalizing of quality management functions. 

Stakeholder Management 

by Robert Young and Lawrence Crockett 

Jankelovich, Daniel. Coming to Public Judgment: Making Democracy Work in a 
Complex World. Syracuse: Syracuse University Press, 1991. 

Mind Tools. “Stakeholder Analysis: Winning Support for Your Projects.”Online. 
Available: http://www.mindtools.com/pages/article/newPPM_07.htm. Accessed: April 4, 
2008. 

Mather, Ogilvy. “Effective Communication.” Workshop presented at the United Nations 
Environment Programme GRID- Arendal Workshop on Communication of 
Environmental Information, Arendal, Norway, October 22-23, 2001. 

Stakeholder management is the process by which ideas and decisions are 
communicated to project stakeholders in the most effective manner.  The 
materials attempt to differentiate between informing and communicating.  
Informing is the one-way transfer of knowledge, while communicating involves a 
two-way transfer where the concerns of the audience are understood and relevant 
to those providing the information. 

Key Aspects of Stakeholder Management: 

• There is a linear process from learning about a problem to working 
through it to having coherent and responsible solution. (Jankelovich) 

• Stakeholder analysis involves identifying, prioritizing, and understanding 
stakeholder concerns, which allow one to understand how to win them 
over. (Mind Tools) 

• A communications framework requires one to know the core objective, 
identify the audience and the audience’s needs, determine what needs to 
be communicated, figure out how to best do this, and present the 
information in a way it is best understood by the audience. (Mather) 

An understanding of basic stakeholder management allows one to: 
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• Evaluate a project and identify all stakeholders involved from planning to 
implementation.  This will assist with interviewee identification and 
provide relevant questions to ask at that time. 

• Understand the thought process leaders of these projects went through to 
in order to implement their project.  This includes whom they needed to 
sell it to, why that group was important, and how they did/did not win that 
audience over. 

• Identify if a formal stakeholder management process was applied to the 
project, and if the presence (or lack thereof) had an impact on the success 
or failure of the project. 

Structure-Organization-Network Design 

by Colleen Kajfosz and Fritz Fitzpatrick 

Common themes that run through all the articles include: change is hard; change comes 
in planned stages; change is ongoing and is never finished; change requires organization-
wide buy in; change is measurable at every step; change is collaborative; change is 
expensive; change requires revised personal compacts with employees; change requires 
urgency; and change requires tiered forms of communication.  

Ashkenas, Ronald and Nadim Matta. “Why Good Projects Fail Anyway.” Harvard 
Business Review, vol. 81, no. 9 (September 2003), pp. 109-114. 

This article suggests that success hinges on rapid, measurable results.  There 
should be short-term initiatives, because results energize teams.  Managers should 
be humble and should not take complete responsibility for the project because 
complete buy-in from the participants is necessary. 

Conner, Daryl. Managing at the Speed of Change. New York: Random House, 1993. 

There are three stages of commitment process: preparations, acceptance, and 
commitment.  To help ensure success of major organizational change, it is 
necessary to realize the steps involved, allow time for people to become 
committed, recognize that change is always expensive and that you either “pay for 
achieving it or pay for not having it” (160).  Synergy in business relationships 
happens when “individuals or groups work together to produce a total effect that 
is greater than the sum of their separate efforts” (188).  This type of relationship 
requires willingness and ability and leads to highly productive relationships. 

Evans, Phillip and Bob Wolf. “Collaboration Rules.” Harvard Business Review, vol. 83, 
no. 7/8 (July/August 2005), pp. 96-103. 

Evans and Wolf use the examples of Toyota and Linux to illustrate the benefits of 
using collaboration to increase productivity and efficiency.  They suggest that to 
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build human networks, it is necessary to deploy collaborative technology, keep 
work visible, build communities of trust, think modularly, and encourage teaming. 

Gavin, David and Michael Roberto. “Change Through Persuasion.” Harvard Business 
Review, vol. 83, no. 2 (February 2005), pp. 105-112. 

Gavin and Roberto explain that making large changes in an organization is like 
running a political campaign, and should start well before the changes actually 
occur.  The strategy includes setting the stage, creating an open framework, 
managing the mood, and reinforcing good habits.  

Hirschhorn, Larry.  Campaigning for Change.” Harvard Business Review, vol. 80, no. 7 
(July 2002), pp. 99-104. 

Hirshhorn talks about change in the context of a political campaign.  He explains 
that it is necessary to build coalitions, pay attention, develop a theme, launch pilot 
programs, change structures as necessary, and create a war room (dedicated space 
for the project). 

Kotter, John. “Leading Change: Why Transformation Efforts Fail.” Harvard Business 
Review, vol. 85, no. 1 (January 2007), pp. 96-104. 

Kotter argues, “Leading change is absolutely essential and incredibly difficult.”  
Based on Kotter’s well-known book, this is a useful.  Change takes considerable 
time.  Implement change in eight sequential phases:  create extraordinary urgency; 
establish a powerful guiding leadership coalition; communicable vision; 
successfully broadcast the vision; remove obstacles to new vision; systematically 
create short-term wins; do not declare victory too soon; and anchor changes into 
corporate culture. 

Strebel, Paul.  Why Do Employees Resist Change?” Harvard Business Review, vol. 74, 
no. 3 (May/June 1996), pp. 86-93. 

Strebel argues that most efforts to change will continue to fail unless 
organizations revise their personal compacts (formal, psychological, social) with 
employees.  Organizational change is impossible without employee buy-in. 

Sull, Donald. “Why Good Companies Go Bad.” Harvard Business Review, vol. 77, no. 4 
(July/August 1999), pp. 42-52. 

Good companies fail because of active inertia or an “organization’s tendency to 
persist in established patterns of behavior.”  According to Sull, “Four things 
happen: strategic frames become binders; processes harden into routines; 
relationships become shackles; values turn into dogmas.”  Past successful 
approaches may not result in success when applied to the present. 
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Systems Design 

by Julia Harvey 

Senge, Peter. The Fifth Discipline: The Art and Practice of Learning the Organization.  
New York: Currency Doubleday, 1990. 

Peter Senge’s book approaches the concept of systems design from a holistic 
perspective, viewing a company as a learning organization composed of a group 
of people who continuality challenge their assumptions.  At the foundation of the 
learning organization is the individual’s capacity for thinking critically and 
evaluating personal assumptions about the way things should work.  This learning 
depends on the mastery of five basic disciplines, including: 

• Systems Thinking.  This is the central tenet of his theory.  Focus on the 
dynamic whole of an organization rather than its parts (not oversimplifying), 
emphasizing long-term results, not short-term.  

• Personal Mastery.  Develop a personal vision, and be honest about reality. 

• Mental Models.  Identify and transcend assumptions, generalizations, and 
biases. 

• Building Shared Vision.  Vision should be organic rather than prescriptive.  
An organization needs open communication. 

• Team Learning.  Build on dialogue, focus, and genuine thinking together, not 
personality-driven.  

Senge emphasizes the role of a leader as a designer, steward, and teacher.  
Although insightful, reading Senge’s book has limited utility for our project.  Due 
to the nature of the bureaucracy of state agencies, any holistic approach or 
recommendation would not carry much weight.  However, it could help us 
identify some shortcomings in leadership. 
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Appendix C.  Human Resource Outsourcing Literature Review 

What is Human Resources 

Human resources is “the philosophy, policies, procedures and practices related to 
management of people within an organization” (Kosnik, p. 671).  

Activities comprised of (Kosnik): 

1. Employee life cycle (recruitment to termination). 

2. Planning for staffing needs. 

3. Improving organizational effectiveness.  

Functions include (Fowler):  

• Personnel planning. 

• Strategic planning. 

• Organizational development. 

• Organizational design. 

• Employee training/development. 

• Management development. 

• Record keeping. 

• Performance appraisal/evaluation. 

• Recruitment. 

• Selection. 

• Career planning. 

• Metrics. 

• Benefits. 

• Compensation. 

• Legal affairs. 

• Affirmative Action. 

• Employee assistance. 

• Union relations.  

• Compliance. 

• Retirement (pension, 401(k), etc).  
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• Awards and incentives. 

• Compensation. 

• Payroll . 

• Relocation. 

The role of HR has changed in recent years, with more emphasis placed on the strategic 
rather than administrative aspects.  Only 23 percent of companies believe HR is currently 
playing a crucial role in strategy and operational results (Deloitte).   

Areas where HR needs to move in the future include: 

• Talent management. 

• Workforce productivity. 

• Leadership development. 

• Creating a high-performance culture. 

• Training. 

• Retention. 

• Identifying and developing critical workforce segments. 

According to a recent Deloitte survey, there is consensus on the most critical areas for 
HR: “All executives in this year’s survey viewed leadership development as their top 
priority, rating it far more critical than traditional HR issues such as compensation, 
benefits, and HR operational efficiency.”   

In sum, HR is moving away from administering human resources to having “impact on 
company growth, competitiveness, and profitability” (Deloitte).  

What is Human Resource Outsourcing 

HR Outsourcing (HRO) involves taking functions typically associated with HR and 
giving those functions to a private vendor.   

HRO occurs more often in some areas than others.  According to consultant Len 
Marinaccio, “In assessing which, if any, HR services should be outsourced, the 
management team should retain those activities that shape and form organizational 
strategy and policy.  Activities that are operational or administrative in nature are natural 
candidates for outsourcing” (Marinaccio).   

The most likely candidate for outsourcing include those areas that need a large amount of 
expertise (i.e., legal), or those areas that are low-level and transactional (i.e., benefits and 
keeping track of employee information) (Fowler).  Those areas that focus on human 
capital, strategy, or involve detailed knowledge of the organization are not good 
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candidates for outsourcing (Fowler).  Typically, outsourcing is used to “minimize the 
amount of time spent on lower-level, repetitive tasks” (Deloitte).  

According to a recent survey by Fowler, the following are the areas with at least 50% of 
companies surveyed doing partial or complete outsourcing: 

1. Employee assistance. 

2. Legal affairs. 

3. Benefits. 

4. Recruitment. 

5. Training. 

HR outsourcing is not an easy task.  Making the decision to outsource and choosing a 
vendor typically takes three to six months, whereas implementation may take three to 24 
months once a contract is signed (Deloitte).  

Research indicates no correlation between size and outsourcing levels.  Organizations of 
all sizes and complexity may benefit from outsourcing (Lever).  

HRO Pricing 

Hodges and Sak provide a good overview of HRO Pricing.  Outsourcing can be 
expensive, and may not always be a cost saver.  Through until 2005, HRO was steadily 
declining in price.  However, vendors are showing increasing capacity constraints.  As 
such, pricings are starting to rise. 

Major price factors include:  

• Risk profile/premium of the buyer. 

• Scope of services. 

• How many processes are standardized vs. how many need to be customized. 

• Volumetrics. 

• Ability to offshore service. 

• Use of standard  software, customized software or legacy systems.  

• If technology platforms are housed in the buyer or the vendor’s offices. 

• Employees that will be terminated due to HRO. 

• “[Policies and Practices] may be the single biggest determinant in HRO pricing. A 
lack of consistent policies and enforcement drives your HRO price higher. A 
buyer’s desire to customize and tailor its HRO solution—instead of relying on 
established best practices—drives the HRO provider’s delivery costs higher” 
(Hodges and Sak).  
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Hodges and Sak note that price drivers are not binary, but rather interact with each other.  
Thus small changes in several price drivers may significant lower the costs of HRO.  

Pricing models include: 

• Fully fixed pricing:  Paying a flat, pre-negotiated rate.  Involves a lot of risk for 
buyer and vendor. 

• Cost plus:  Paying per service and adding it all up.  Usually a sucker’s deal for the 
buyer. 

• Fixed base plus variable adjustment:  Flat, pre-negotiated rate with overcharges 
for additional resource charges (ARCs) and deductions for reduced resource 
credits (RRCs).  This is the most popular option today.  

Krell indicates that may companies fail to take total cost of outsourcing (TOC) into 
account when they choose to outsource.  In addition to vendor payments, other items such 
as “severance payouts, hardware and software expenses, consulting and legal fees, the 
outlay required to migrate service to providers” are all components of the cost which may 
reduce price savings by over half (Krell).  

Types of HR Outsourcing 

BPOs 

Within the scope of the project, we will typically be looking at BPO, or Business Process 
Outsourcing.  BPO involves comprehensive outsourcing of several administrative HR 
functions such as recruiting, training, payroll and data administration.   

PEOs 

PEOs, or Professional Employer Organizations, are designed for smaller scale employers 
than the  PRP will look at.  In this arrangement, the buyer literally hands control of 
employment over to a PEO and leases the employees back.  This allows smaller 
operations without a HR department to reap the benefits of professional HR providers.  

Less Substantive outsourcing 

Kosnik discusses five-series model indicating outsourcing in a smaller scale.  

1. Local contracting: Units contract with outsourcing agencies as needed.  

2. HR centralizing: Units go through organizational HR to contract outsourcing 
agencies as needed.  

3. Purchasing HR: Units go through purchasing to contract outsourcing agencies as 
needed.  

4. Non-staffing vendors: Contract with a company that will manage relationships 
with temporary agencies.  
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5. Staffing firm: One vendor provides all services.  

Why Outsource 

Recent decades have seen ways to reduce the amount of time and resources spent on core 
functions.  Such tools have included business process re-engineering, total quality 
management, downsizing, etc.  However, these tools rarely address the non-core 
functions.  That’s where HRO comes into play (Marinaccio).  

Overwhelmingly, HRO is used to spend less time and money on the non-core aspect of 
HRO, with the goal of delivering cheaper and better HR processes.  As the CEO of a 
mortgage firm that recently went through HRO said, “Our core competency is not human 
resources” (HROT Staff).  

To be successful, outsourcing must seek both qualitative and quantitative benefits.  As 
one outsourcing provider put it, “[HRO] is a really good tool for doing what it does—
delivering employees and employers better service for less cost” (Whitehead).  However, 
seeking to outsource for cost savings only is likely to fail (Deloitte). 

Qualitative Benefits 

• Better quality.  Vendors have highly developed HR processes that are typically 
better than the buyer’s (Fowler). 

• Saving time.  HRO frees up management to deal with strategic questions 
(Kosnik).  According to one recent survey, “More than a third of those surveyed 
said that the time they’d save was their firstmost consideration in making the 
decision to outsource” (Laabs). 

• Flexible structure allows the buyer to meet changing needs (i.e. seasonal demand, 
restructuring, layoffs, mergers and acquisitions, etc.)  (Fowler). 

• Personnel laws and compliance structures are constantly changing.  HRO makes 
sure the buyer is 100% compliant without spending needless time keeping up with 
the changing issues. (Kosnik).  

• Full-scale BPO can reduce number of vendor relationships (Deloitte).  

• By going through the HRO outsourcing, the buyer systemically evaluates all areas 
of HR.  This assists the buyer in doing better even for those strategic processes 
that are retained (Adler).  

Quantitative 

• Cost savings are typically realized.  They major cost savings include: 

o Vendors have better, more efficient processes developed (Fowler).  

o Vendors can leverage economies of scale as they typically have many 
clients (Fowler). 
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o Buyers spend less on technological infrastructure and technology upkeep 
(Deloitte).  

o Buyers can often reduce the number of HR employees necessary 
(Deloitte).  

o Increased use of employee self-service modules (Deloitte).  

• Ability to control and accurately predict cost through a defined contract 
(Deloitte).  

Outsourcing has been on the rise in recent decades for five major reasons identified by 
Adler: 

1. The dichotomous pressures of having to compete for top talent while cutting HR 
costs.   

2. HR is typically seen as a revenue sink, not a value-adding revenue source.  

3. Legal and compliance issues are becoming more complex. 

4. Lots of mergers and acquisitions.  

5. Advances in technology is making HRO easier and cheaper.     

Outsourcing Limitations: 

Outsourcing is on the rise and a variety of organizations are adopting HRO.  Because of 
this, several articles stressed that outsourcing is not a cure-all that will turn around any 
organization.  As Laabs indicated, “Outsourcing should be viewed as a tool that 
facilitates the flow of business operations and not as a panacea for existing personnel 
management problems” (Laabs).  

Some of the benefits of HRO are described above.  However, below are some specific 
areas where buyers have found HRO limitations: 

• HRO has little effect in increasing employee engagement (Whitehead). 

• Vendors may competently perform administrative tasks, but will not offer 
strategic advice to a company (Taylor).  

• There are limits to how much a company can outsource.  Those tasks that are 
business defining (for instance, clothing design for Liz Claiborne) can never be 
outsourced (Weisman).  

• Large and complex companies may have greater needs that one HRO vendor can 
provide. Because of this, buyers use an average of 4.5 HRO vendors which 
reduces the amount of simplicity gained through HRO (Adler).  

• Companies think once a processed is outsourced, they will never have to think 
about it again.  This simply isn’t correct.  An important part of the HRO process is 
governance and oversight.  As Laabs explains, “If your goal is to completely walk 
away from a function once you outsource it, you might want to think again. 
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Because companies typically downsize a staff function once it's outsourced, 
someone still will have to spend time overseeing the overall process, even if a 
manager is no longer overseeing it on a day-to-day basis” (Laabs). 

Outsourcing Implementation 

Lever identifies four phases to strategic outsourcing: 

1. Discovery:  “Benchmarking internal service levels, identifying future 
requirements and issuing a request for proposals.” 

2. Negotiation:  Evaluating and selecting a vendor.  

3. Transition:  “The ease of transition is dependent upon the amount of planning and 
preparation done beforehand.” 

4. Assessment:  Is the vendor meeting requirements?  This phase is often done when 
contracts are up and being renegotiated.   

How Successful Is Outsourcing? 

Despite the continual rise in HRO, in general, there are mixed results in regards to buyer 
satisfaction:   

• Says Glenn Nevill, a principal at Towers Perrin, “If you look at three-year trends 
of satisfaction levels such as benefits administration, payroll, defined contribution 
and such, those have stayed fairly even. The highest levels of dissatisfaction are 
seen in newer areas of outsourcing such as recruiting and training” (Cope).  

• A recent surveyed shoed that “Less than 50 percent of those surveyed said they 
were satisfied with outsourcing BPO” (Fortier).  

• The keynote speaker for the 2007 HRO convention remarked she would “score 
the industry a solid three out of five….I would say that the model has met but is 
not yet exceeding all of our expectations (O’Brien).  

Outsourcing Challenges 

Of course, there are many challenges when undertaking something as large ad HRO.  
However, the literature suggests some recurrent themes, including: 

Transition: 

• Difficulty understanding why to move toward HRO.  Rising expectations and 
hype make it difficult for buyers to understand what HRO can really do (Cope).  

• Difficulty finding a vendor.  Indeed, some vendors have reached capacity and 
may not even allow you to bid (Hodges & Sak).  Explains Krell, “You may not be 
able to find an outsourcer” (Krell). 

• Making the transition is logistically difficult (Fowler). 
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• Vendor has little knowledge of the host company and have processes/outcomes 
that are incompatible (Fowler). 

• Lack of employee preparation (Kosnik).  

• Lack of buy-in or negative reaction from company employees (Fowler).  Some 
employees feel outsourcing will mean they lose their jobs (Krell).  Lever explains, 
“At even the mention of outsourcing, employees suspect their employment is 
jeopardized, often correctly.”  

• Buyers resisting giving up control and allowing the vendor to do their job 
(Fortier).  Buyer loses “tangible signs of power and status as direct control over 
staff, budgets and functions” (Lever).  

On-Going: 

• More expensive than initially thought (Fowler). 

• Quality not as good as anticipated (Fowler).  Often vendors may promise 
solutions they cannot deliver (Cope).   

• More effort/resources needed to manage the relationship on an on-going basis 
than initially anticipated (Kosnik).  

• Sensitive/confidential information may be breached (Kosnik).  

• Poor relationship, trust and communication with vendor (Taylor).  

• The outsourcing industry is in constant flux. After the deal your vendor might get 
sold to another company which isn’t a good fit (Krell).   

Tips for Successful Outsourcing 

Preparation:  

• The number one piece of advice in the literature is preparation, preparation, 
preparation.   

o Know why you are outsourcing.  

� “Any company considering outsourcing should first be clear about 
their short and long-term goals…Companies need to be very sure 
about what they’re outsourcing and why. … Don’t just outsource 
because it’s popular or seems easier to do” (Laabs).  

� Are you ready for outsourcing?  “To support outsourcing, a 
corporate culture must be open to change” (Laabs).  

� Analyze the need for and compatibility with outsourcing before 
deciding to outsource (Deloitte).  

� Develop a “service delivery model” before identifying scope of 
project (Deloitte).  
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� Define objectives of the outsourcing to include costs and benefits, 
scope of service, impact on people inside and outside the 
organization, impact on general business strategy (Deloitte).  

• Know what you are outsourcing.  

• Develop a set of competencies that you want the new HR firm to handle (Kosnik).   

• Before beginning the outsourcing process, the buyer should identify all possible 
functions and processes that exist.  The buyer should then identify which ones 
should be outsourced and why (Ricci).   

• Buyers must understand what current service levels are before outsourcing.  “The 
first thing that clients need to do is have specific service-level metrics 
contemplated” (Krell).  

• Whatever outsourcing, the buyer must know what it is currently doing, how it is 
doing it, how much it costs and what customer expectations are.  The buyer 
should have volumetric data for those processes being outsourced.  The buyer 
should know what the “key drivers” are.  Further, the buyer must share all this 
with the vendor (Cope).   

• Have realistic expectations. 

• Not a “simple procurement transaction.” You are developing an ongoing 
relationship (Deloitte).   

• As Ricci explains, “Expect issues to arise.”  You vendor may have a wealth of 
experience, but every engagement is different.  This will not be perfect the first 
time around.  

• Develop a contingency plan.  What happens if the transition fails to make it?  
What happens if after the transition the vendor fails?  How will we get around 
this?  Have an “exit strategy” (Adler). 

• Know what you will do once you have completed HRO.  

• “Most organizations tend to continue implementing HR outsourcing to primarily 
cut cost and maintain the status quo of their economic business model rather than 
seeking to derive strategic value by using HR outsourcing as an opportunity to 
engage in revolutionary change in their organization” (Kosnik). 

Selecting a Vendor: 

• Check references before selecting a vendor (Deloitte).  

• Ask to meet not just the vendor’s sales people, but also the people that will 
actually work with the organization once the sale is complete (Deloitte).  

• Make a complete contract.   

o “Build quality into the contract through improvement clauses and metrics.  
Do not give quality a backseat to financial measures” (Cope).  
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o “Make sure that there are safeguards, such as being able to opt out of the 
contract for noncompliance. It's important to define, for example, what 
you mean by noncompliance” (Laabs).  

• Start your relationship right away. 

o The vendor should be a good “cultural fit” with the buyer (HROT Staff).  

o “Buyer negotiation teams that use a more collaborative style marked by 
respect of the HRO provider’s commercial needs realize that HRO 
providers are not substitutable, understand that providers are assuming 
substantial risk, and are much better equipped to secure a lower price than 
buyers with a classical procurement mindset” (Hodges and Sak). 

o “ In many outsourcing deals, the client simply presents the overall process 
cost and asks potential suppliers if they can beat that cost. … By contrast, 
[the buyer] had an open book approach to [the vendor] – we called it the 
‘crystal barrel.’ Our view was that the partnership had to begin on Day 
One. We needed to show them our detailed cost data , and they needed to 
show us how they would improve on them and the margins they would 
earn in the process” (Adler). 

Working With a Vendor: 

• Develop trust.  This is a relationship, not a hierarchical  arrangement relationship. 
(Kosnik, Deloitte).  

o Outsourcing is not a mere procurement decision. Between buyer and 
vendor “there needs to be a close fit – like a marriage or a long-term 
engagement” (Taylor).   

o “An HRO relationship has two bosses and feels more like a merger or 
joint venture than a procurement relationship” (Hodges and Sak).    

• Let the vendor do it their way.  The whole reason you are hiring a vendor is 
because they will do things different and better.  Focus on outcomes instead of 
processes  (Deloitte).  

• HRO requires significant stakeholder buy-in. 

o Must have buy-in and significant involvement form senior executives, not 
just the HR department (Deloitte).  

o “An outsourcing initiative probably will affect every employee in the 
company.” Develop a communications strategy to help all employees 
understand why this is happening, how they will be treated throughout the 
process, and what they can expect throughout the process and once the 
project is completed (Deloitte).  

• HRO requires constant governance.  
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o “Experts and practitioners agree that the most common route to 
outsourcing failure begins with a flawed governance structure.  … Failure 
to lay out a detailed road map with milestones and deadlines is one of the  
most common outsourcing pitfalls” (Krell).  

o Know and plan for the implementation up-front. “Do not assume the 
vendor will manage all elements of implementation.”  Create a team to 
implement with the vendor (Deloitte). 

o Make the vendor part of your team.  Play to devote resources to managing 
that relationship over the entire contract (Deloitte).  

o Maintain a level of control over your vendors to ensure that they are 
meeting the competencies.  “Just because you’re handing the stuff off 
doesn’t mean you need to measure it any less” (Krell). 

o “Organizations that invest more in governance of the outsourcing 
arrangement tend to be more satisfied with their results” (Cope). 

• Don’t implement all at once.  Start with those less critical, more standardized 
functions (Ricci).  

Florida Human Resource Outsourcing  

Initializing the Concept (Service First Initiative): 

In 1997, research efforts began to see what Florida Government functions could be 
outsourced to private entities.  Jeb Bush, Governor of Florida, was a known advocate for 
privatization in increase governmental efficiency and effectiveness.  Governor Bush was 
looking for Florida to be the first state to contract large portions of government functions 
to private corporations. 

In 2000, the Florida Department of Management Services (DMS) began to research the 
possibility of replacing the current statewide personnel information system, Cooperative 
Personnel Employment System (COPES).  The COPES system was 20 years old with 
estimated replacement modernization costs of $80 million.  The Executive Office of the 
Governor highlighted human resource functions as the first possible private outsourcing 
opportunities.  

Citing the costs of modernization of COPES and executive interest in privatization, in 
2001 Governor Bush wrote a letter to state employees describing the possibility and need 
for career service reform and asked for employee suggestions.  The reform, known as 
Service First, included setting classifications of job duties, pay levels, vacation and sick 
time accrual, standardizing hiring, promotion, and retirement benefits, and the 
privatization of human resource administration.  The intent of Service First was to 
balance state worker needs and responsibilities with tax payer accountability.  In May 
2001, Service First legislation (Senate Bill 466) was signed into law to modernize 
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Florida’s civil personnel system. Included in the bill text was the requirement that DMS 
contract out implementation of a modern human resources administration process. 

(Source: The Florida Department of Management Services, Florida Senate Bill 466, The 
Florida Office of Program Policy Analysis and Government Accountability, Patton.)  

Florida Human Resource Outsourcing Plan:  

In September 2001, DMS contracted with Mevatec Corporation to develop both a 
business case and business plan to measure the feasibility of outsourcing human 
resources and to measure potential cost savings.  The business case reviewed the benefits 
of outsourcing including cost avoidance of rebuilding COPES, limit capital outlay dollars 
for the new computer system, overall lower privation costs to outsource than to run on-
house and more efficient customer service.  The business plan developed detailed cost 
saving estimates, estimating a potential cost savings of $173 million over seven years 
(comparing the costs of keeping the COPES system verses private contracting).  

The savings were based on an estimated 73% reduction in the human resource workforce 
and affected over 400,000 current and retired state employees.  The business plan 
included objectives and scope directives to reduce overall costs of providing human 
resource services, to utilize private sector investment in state-of-the-art human resource 
technology and provide state employees with improved customer service.  Mevatec 
recommended Convergys Customer Management Group for as a vendor.  

(Source: MEVATEC Corporation, The Florida Office of Program Policy Analysis and 
Government Accountability.)  

Florida People First Human Resource Outsourcing Contract (People First): 

In August 2002, DMS signed a seven-year, $279 million contact with Convergys 
Customer Management Group (Convergys) for management of the human resources 
outsourcing program deemed People First.  People First’s focus was to outsource state 
employee human resource management including four major components: staffing 
administration, human resource administration, payroll and benefits.  Included in the 
contract text were many provisions including a discussion of scope of work, contract 
administration, and financial management.  Starting in July 2003 the contract was 
amended nine times, including a two-year contract extension and increased budget of 
$350 million.  

(Source: MEVATEC Corporation, The Florida Office of Program Policy Analysis and 
Government Accountability.)  

Florida People First Contract Implementation: 

As was mentioned above, four major components make up the People First system: 
staffing administration, human resource administration, payroll and benefits.  The 
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contract called for implementing the four phases starting in May 2003 and ending in 
January 2004.  Implementation started on time, but was one year (January 2005) late in 
finishing.  Three of the four components were implemented late, ranging from three to 
fourteen month behind schedule.  In addition to component delays, state agencies 
reported major problems with the operational components including overpayment or 
underpayment of employees and retirees, and the temporary loss of benefits.  As of today, 
all components have technically been implemented, are operational and used by all 33 
government agencies.  

(Source: The Florida Office of Program Policy Analysis and Government 
Accountability.)  

Florida Audit of People First Contract Implementation: 

Based on an April 2006 Office of Program Policy Analysis & Government 
Accountability (OPPAGA) audit of the People First project, all People First components 
have technically been implemented, are operational and used by all of Florida’s 33 
government agencies.  However, many agencies have been experiencing major 
implementation problems.  Some key components (for example employee personnel 
files) are not fully operational or not working as intended; for example, various state 
employees cannot access the self service web site or call center.  Other problem areas 
include payroll processing, time sheet processing and call center employees who are not 
educated in Florida state human resources policies.  Finally, the state is unable to track 
actual savings verses projected program saving due to limited customer service by 
Convergys.  Despite initial problems, with more time and with additional contract work, 
the People First project seems to be working efficiently and effectively for most clients. 

(Source: The Florida Office of Program Policy Analysis and Government 
Accountability.)  

Florida People First Implementation “Lessons Learned”   

The most important lesson learned with People First implementation is that the project 
had too large of a scope with an implementation schedule that was too short; i.e., People 
First attempted too much, too fast.  People First affected more than 400,000 people 
including employees, retirees and dependants, and affected a wide variety of human 
resource services from hiring, firing and labor relations.  Another lesson learned is 
making sure all ideas are feasible before they are included in the contract.  For example, 
People First is still not able to provide personnel records files for state human resource, 
agency employees, and retirees to view; and the state is still unable to compare projected 
and actual cost savings.  Developing a business plan that includes both short and long 
term planning is critical to efficient implementation. For Florida, not enough time was 
spent developing the long-term implementation plan of People First.  Florida also did not 
streamline human resource processes before transferring operations to the private vendor.   
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(Sources: The Florida Department of Management Services, The Florida Office of 
Program Policy Analysis and Government Accountability, Hirschman.)  

Texas Human Resources Outsourcing  

May – September 2003 HB 2292 Filed and Signed into Law 

On March 11, 2003, Rep. Arlene Wohlgemut and Rep. Joe Heflin filed HB 2292 during 
the 78th Regular Session.  The Senate sponsor was Sen. Jane Nelson.  This bill primarily 
addressed the reorganization of the State of Texas Health and Human Services agencies.  
The bill consolidated 12 agencies into a network of 4 new departments under the 
leadership of the Texas Health and Human Services Commission (HHSC).  The bill 
established Albert Hawkins as the executive commissioner of the Health and Human 
Services Commission, and gave Hawkins the authority to adopt rules and policies for the 
operation of, and provision of services by, the health and human services agencies; and to 
appoint agency directors, with the approval of the governor.   

Gov. Rick Perry signed HB 2292 into law on June 10, 2003.  In September 2003, the 
Transition Legislative Oversight Committee (TLOC) was created with two senators, two 
members of the House, and three public members appointed by the governor.  The 
purpose of the TLOC was to facilitate the transfer of powers, duties, functions, programs 
and activities of the affected agencies without interrupting the delivery of services; and to 
advise the executive commissioner regarding those transfers. 

February 2004 – May 2005 Outsource HR for HHSC  

The Executive Commissioner, Albert Hawkins decided to outsource HR so that all HHSC 
agencies would operate under the same human resources policies.   

On February 20, 2004, RFP No. 529-04-270, Request for Proposals for Human Resource 
and Payroll Services, was released.  This RFP sought a vendor to provide all HR and 
payroll functions for approximately 46,000 employees. These functions included, but 
were not limited to:  

• Payroll. 

• Recruitment and selection. 

• Employee in- and out-processing. 

• Compensation and classification administration. 

• Benefits processing. 

• Time and leave processing. 

• Safety and health compliance. 

• Administrative training and staff development. 
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On October 18, 2004, HHSC officially awarded the contract to provide human resources 
and payroll services to Convergys.  Through the consolidation and outsourcing of human 
services and payroll, HHSC was expected to save $22.6 million in revenue between fiscal 
years 2006 and fiscal year 2009. 

Upon receiving the outsourcing contract, Convergys completed the following milestones: 

• System Design Phase (also known as blueprinting) completed in December 2004; 

• Access HR Website went live in January 2005; 

• Access HR Service Center  to handle employee benefits and unemployment 
insurance went live in April 2005; 

• Recruiting, Staffing, and Learning Administration went live in May 2005. 

January 6, 2006 Audit of Outsourcing HR to Convergys 

On January 6, 2006, The State Auditor’s Office released Report No. 06-018, An Audit 
Report on The Health and Human Services Commission’s Consolidation of 
Administrative Support Services.  This report included 6 major findings regarding the 
outsourcing of HR.  

1. The Commission gave all its responsibility to plan the contractor’s steps in 
transferring HR and Payroll services to the contractor and did not adequately 
monitor the contractor’s activities. 

2. The Commission approved Convergys’ proposed budget for the cost of 
transferring the services without getting adequate documentation that explained 
the types and amounts of services and costs involved with the transfer. 

3. The Commission had no type of monitoring policy or procedure in place to verify 
the reasonableness and necessity of costs reported by Convergys.  There were no 
inquiries when Convergys reported costs were significantly higher than its 
approved transition budget. 

4. The Commission relied on Convergys to develop, test, and validate their own 
Web-based applications (HR Access) that were to interface with the state-owned 
Human Resources and Management System (HRMS).  

5. The Commission did not hire a contract manager to monitor the performance and 
compliance of Convergys until 11 months after the execution of the contract and 
after already paying Convergys $7.5 million.  The Commission also did not 
develop adequate policies and procedures to monitor Convergys’ performance 
and compliance with the terms of the executed contract. 

6. The Commission did not document contract changes through formal amendments 
to its executed contract when changes were made to: 

a. The contractor’s scope of work; 
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b. The time period the contractor could incur and report costs for transferring 
services; 

c. The contractor’s payment rate. 

February 6, 2007 HHS Guidance for Outsourcing Decisions 

In response to the State Auditor’s Office report, HHS distributed a circular for 
outsourcing decisions.  The purpose of the circular was to strengthen the process through 
which Health and Human Services (HHS) agencies determine when the state’s interests 
are best served by contracting for the provision of certain services or functions as 
opposed to providing the services directly using state employees.  The guidance primarily 
focused on the process for determining whether and how to outsource a function after a 
decision has already been reached that a service or function is appropriate for outsourcing 
consideration.   

Key Points of the circular:  

• Not all activities should be outsourced. 

• The service or function to be outsourced must be precisely defined. 

• Must establish performance standards that a contractor must meet. 

• Must conduct the “Make or Buy” comparison (the most complex aspect of 
outsourcing). 

• Utilize 5 reference documents when making outsourcing decisions: 

o Guide to Cost Based Decision Making, (published by the State Auditor’s 
Office). 

o HHSC Contract Manual, the State of Texas Contracting Guide (published 
by the Texas Building and Procurement Commission). 

o Cost Methodology (published by the Council on Competitive 
Government). 

o Procurement Manual C (prepared by Enterprise Contract and Procurement 
Services). 

o State of Texas Contracting Guide (published by the Texas Building and 
Procurement Commission). 

Glossary/Terms 

Additional Resource Charges (ARCs):  In a HRO contract, these are fees for services 
above and beyond an agreed upon service level.  For instance, if the contract is for 20,000 
payroll transactions a month and one month the buyer does 23,000 payroll transaction, an 
additional resource charge would kick in. 
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Business Process Outsourcing (BPO): The most comprehensive type of human resource 
outsourcing, when a company vends out a large amount of transactional HR to a single 
vendor.  

Client: In a human resource outsourcing relationship, the party that is purchasing HR 
services and doing the outsourcing.  

Human Resource Outsourcing (HRO):  A generic term for taking human resource 
functions previously provided by a company and paying a vendor to take over some or all 
of those functions.  

Professional Employer Organization (PEO): A form of outsourcing often used by smaller 
(<150 employees) companies.  In this arrangement, the company’s employees officially 
work for the PEO and are leased back to the buyer.  Allows small companies to access 
big-company benefits and professional HR management.  

Reduced Resource Credits (RRCs):  In a HRO contract, these are fee reductions for 
service levels below an agreed upon contract level.  For instance, if the contract is for 
20,000 payroll transactions a month and one month the buyer does 17,000 payroll 
transaction, reduced resource credits would lower the monthly bill. 

Total Cost of Outsourcing (TCO): A comprehensive approach that looks at all possible 
cost occurrences and savings levers in human resource outsourcing.  Included here 
include costs of infrastructure, technology, migration, legal and consulting fees, savings 
from employee terminations, termination buy-outs, etc.  Often higher than the cost a 
vendor will quote.  

Vendor: In a human resource outsourcing relationship, the party that will provide HR 
services.  

Additional Resources: 

• Journals: 

o Personnel Journal 

o Human Resource Planning 

o HR Magazine 

o Personnel and Human Resources Management 

o Human Resources Management Review 

o Personnel Review 

o Personnel Psychology 

o Human Resource Outsourcing Today  

o HRM outsourcing news digest  
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o Academy of Management Review 

o Workforce 

o Employee Benefits Journal 

• Associations: 

o Human Resource Outsourcing Association 

o Society of Human Resource Professionals 

o National Academy of Human Resources 

o Human Resource Planning Society 

o National Association of Professional Employer Organizations 

o Employer Services Assurance Corporation 

o Center for Outsourcing Research and Education 

o Florida Human Resource Planning Society 

• Major Vendors: 

o Florida Human Resource Planning Society 

o Towers Perrin 

o Hewitt Associates 

o EquaTerra 

o EDS Corp 

o Capgemeni 

o Accenture 

o Exult 

o Coopers and Lybrand 

o Watson Wyatt 
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Appendix F.  Sunset Case Study Specific Memos/Resources 

Sunset in the United States 

 
Table F1. 

Current Sunset Legislation in the United States 

Broad Scope Narrow Scope Repealed Suspended No Sunset to Date 

Alabama Alaska Arkansas Connecticut Idaho 

Arizona California Georgia Illinois Iowa 

Delaware Colorado Kansas Minnesota Massachusetts 

Florida Hawaii Kentucky Oklahoma Michigan 

Louisiana Indiana Mississippi Pennsylvania Missouri 

Tennessee Maine Montana Rhode Island North Dakota 

Texas Maryland Nebraska South Dakota  

Utah Nevada New Hampshire   

Washington New Jersey North Carolina   

 New Mexico Oregon   

 New York South Carolina   

 Ohio Wyoming   

 Vermont    

 Virginia    

 West Virginia    

 Wisconsin    

 

State Sunset References 

 
Table F2. 

Web Links for Sunset Legislation 

State Type of Sunset Process Reference 

Alabama Broad Scope http://www.legislature.state.al.us/CodeofAlabama/1975/coa
toc.htm 

Alaska Narrow Scope http://touchngo.com/lglcntr/akstats/STATUTES/Title44/Ch
apter66/Section050.htm 

Arizona Broad Scope http://www.azleg.state.az.us/Sunset_Review.pdf 

Arkansas Repealed  

California Narrow Scope http://www.sen.ca.gov/ftp/SEN/COMMITTEE/JOINT/SUN
SET_REVIEW/_home/senate.htp 

Colorado Narrow Scope http://www.dora.state.co.us/opr/statutes.htm 

Connecticut Suspended  

Delaware Broad Scope http://delcode.delaware.gov/title29/c102/index.shtml 

Florida Broad Scope http://www.floridasunsetreviews.gov/index.cfm 

Georgia Repealed  
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Hawaii Narrow Scope http://www.capitol.hawaii.gov/session2008/bills/HB270_.ht
m 

Idaho None  

Illinois Suspended  

Indiana Narrow Scope http://www.state.in.us/legislative/ 

Iowa None  

Kansas Repealed  

Kentucky Repealed  

Louisiana Broad Scope http://www.legis.state.la.us/lss/lss.asp?doc=103583 

Maine Narrow Scope http://www.maine.gov/legis/opega/index.shtml 

Maryland Narrow Scope http://dls.state.md.us/side_pgs/sunset/sunset.html 

Massachusetts None  

Michigan None  

Minnesota Suspended  

Mississippi Repealed  

Missouri None  

Montana Repealed  

Nebraska Repealed  

Nevada Narrow Scope http://www.leg.state.nv.us/lcb/audit/audit.cfm 

New 
Hampshire 

Repealed  

New Jersey Narrow Scope http://www.njleg.state.nj.us/legislativepub/auditreports.asp 

New Mexico Narrow Scope http://legis.state.nm.us/lcs/lfc/lfcperfaudit.asp 

New York Narrow Scope http://www.osc.state.ny.us/audits/ 

North Carolina Repealed  

North Dakota None  

Ohio Narrow Scope http://lsc.state.oh.us/coderev/anh122.nsf/e77dc78db8ad9b2
b85256598004e3f1a/0d4b90a9001dfb888525654d00496fd4
?OpenDocument 

Oklahoma Suspended  

Oregon Repealed  

Pennsylvania Suspended  

Rhode Island Suspended  

South Carolina Repealed  

South Dakota Suspended  

Tennessee Broad Scope http://www.comptroller1.state.tn.us/RA_SA/ 

Texas Broad Scope http://www.sunset.state.tx.us/ 

Utah Broad Scope http://www.le.utah.gov/interim/2005/pdf/00000308.pdf 

Vermont Narrow Scope http://auditor.vermont.gov/ 

Virginia Narrow Scope http://www.dpb.virginia.gov/eo/faq.pdf 

Washington Broad Scope http://leg.wa.gov/reports/Summaries_OnePagers/WhatisaSu
nsetReview.pdf 

West Virginia Narrow Scope http://www.legis.state.wv.us/Joint/PERD/reports.cfm 

Wisconsin Narrow Scope http://www.legis.state.wi.us/lab/windex.htm 

Wyoming Repealed  

Source:  Created by authors based on Council on Licensure, Enforcement, and Regulation. Sunset, Sunrise, 

and Agency Audits. Online. Available: http://www.clearhq.org/sunset.htm. Accessed: March 3, 2008. 
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Appendix H.  Five Factor Framework 

While the paths to launching a successful performance review are as numerous as the 
processes that govern them, the underlying impetus is almost always a budgetary crisis 
requiring a reduction in spending and/or an increase in revenues.  A performance review 
may require a specific environment for change to occur.  Before conducting a line-by-line 
audit or ambitiously seeking to reorganize all of government, it is important for 
executives to take stock of the fiscal and political environments, define a vision, seek and 
support strong leaders, and invest in process development and stakeholder management 
(see Figure H.1). 

 

Figure H.1 

Five Factor Framework 

 

 

 

 

 

 

 

 

 

Source:  Data from authors from Texas and California interviews, November 5, 2007-March 17, 2008 (The 

LBJ School of Public Affairs, The University of Texas at Austin). 

Fiscal and Political Environments.  The idea that business can no longer be conducted 
as usual can make a strong case for reorganizing government and/or conducting a 
rigorous line-by-line budget audit.  A fiscal crisis creates a sense of urgency that, in turn, 
spawns the consensus needed to pursue a PR rather than simpler, but less palatable 
choices like increasing taxes.  It is critical for government leaders to assess the fiscal and 
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political environments in which they are operating, to determine what is financially 
needed and what is politically feasible.  However, if the need for change is not 
communicated effectively, different stakeholders may not understand why change is 
necessary.  The impetus for change must be articulated as a need, not an overly ambitious 
and lofty goal heralding forth a better government model.  In partisan politics, the latter is 
almost always a quick way to kill an initiative.   

Seeing and understanding the “need” allows people to embrace change and builds 
momentum to effectively launch a PR initiative.  Underselling the “need” and how 
change will benefit or impact government may almost certainly create roadblocks and 
opposition, dooming a PR.   

Vision.  Getting started requires a clear, fully articulated vision, including evidence of a 
rationale, whether pragmatic or idealistic.  Assessing the fiscal barriers and observing 
political constraints are also important components of a strong vision.  That being said, 
setting smaller goals can be smart—early successes can facilitate momentum.  Early 
losses can appease opposition (Hartman interview). 

Establishing a vision also involves defining and limiting the scope of the project.  PRs are 
complex and government managers must distinguish whether the aim is to improve 
government efficiency through a line-by-line budget audit and/or through government 
reorganization (see Figure 5.1, Reform Continuum).  PRs can assess an entire 
government system, or can have a singular focus (consolidating cross-functional 
processes into one entity).  Regardless of where the PR is on a continuum, overly 
ambitious goals, without a legacy of prior success, is a poor model for a PR. 

Leadership.  It is important that the right leaders are selected to champion the process 
and advocate the PR throughout implementation.  Leadership is critical––it can foster or 
block change.  Leaders require a dynamic, innovative, and politically savvy staff 
members to shepherd the project through its various phases.  Governors or top executives 
must maintain their support of project leaders and the initiative. 

Stakeholder Management.  In the case of a PR, leaders must possess flexibility, but 
ultimately, need to recognize the political environments where they are working and 
communicate effectively with stakeholders.  All stakeholders––voters, interest groups, 
government agencies and their workers, and the legislature––must be “sold” on the idea 
and be involved in the process.   Stakeholders can either serve as opposition or facilitator 
in supporting reform efforts.  Poor stakeholder management in combination with overly 
ambitious goals will result in the “crash and burn” of a PR.  Getting and maintaining buy-
in takes leadership, and perseverance to ensure a PR’s successful implementation. 

Process Development and Management.  A PR is emblematic of finding smarter and 
better ways for government to do things, which requires a complete assessment of current 
processes.  As such, PRs require internal process development and management. Strong 
leaders, capable and skilled staff, necessary infrastructure, and stakeholders must be 
identified in advance.  Processes for hiring personnel must be developed and swiftly 
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executed as time is always of the essence.  Strategies for communicating, ensuring 
stakeholder buy-in, vetting recommendations, should be assessed and corresponding 
processes implemented, like a “Tollgate” process to evaluate recommendations.  Without 
coherence in direction and process, PR progress will be thwarted.  
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Appendix I.  California Government Structure 

Source: Office of the Governor, California, Prescription for Change: A Report of the California 

Performance Review, Volume 1 (Sacramento, Ca., August 2004), Exhibit 13, p. 98. 
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Appendix J.  “Citizen’s Budget” Proposed Reorganization Plan 

 

Source:  Carl DeMaio, Adrian Moore, Adam Summers, Geoffrey Segal, Lisa Snell, Vincent Badolato, and 

George Pasantino, Citizens’ Budget 2003-05: A 10-Point Plan to Balance the California Budget and 

Protect Quality-of-Life Priorities (Los Angeles, Ca.: Reason Foundation, April 2003), Figure 12, p. 49. 
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Appendix K.  CPR Proposed Reorganization Plan 

Source:  Office of the Governor, California, Prescription for Change: A Report of the California 

Performance Review, Volume 1 (Sacramento, Ca., August 2004), Exhibit 14, p. 100. 
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Appendix M.  Hoover Commission Case Study 

The Hoover Commission 

Results vs. Purpose 

Late 1947 was theoretically the ideal time for a government-wide reform effort.  The sod 
for big government had just been laid by Roosevelt’s New Deal initiatives, and with 
various administrative functions horizontally distributed across nascent departments and 
agencies, the bureaucracy almost cried out for reorganization and rationalization.1  

Representative Clarence Brown and Senator Henry Cabot Lodge initiated proceedings for 
a bill authorizing the Commission on Organization of the Executive Branch of the 
Government, later known as the Hoover Commission.  After being approved by House 
and Senate committees, the bill passed unanimously in both houses.  The rhetoric used by 
the Senate committee was grand and idealistic, where the committee “in recommending 
the enactment of this bill, recognizes that any steps taken to increase the operational 
efficiency of our Government is not only a step toward economy, but is also a step 
toward peace.”2  Promoting harmony in the world through federal reform was an 
optimistic, non-threatening goal, which may have led to the bill’s universal acceptance in 
the House and Senate, despite its potentially politically motivated aims, which appeared 
after the Commission was formed and staffed. 

The Commission’s make-up was intentionally bipartisan, with 12 members, four 
appointed by the president, four by the president pro tempore, and four by the speaker of 
the house, half being Democrat and half Republican, and equally divided between private 
citizens and government staff.3  Yet several witnesses and scholars have implied that 
initially its goals were politically charged, with status quo commissioners and staff facing 
anti-New Deal opposition on the other side of the aisle.  

The Commission had complete authority to recommend discontinuation of New Deal 
programs, and from the beginning its recommendations seemed intended for post 
November 1948, in preparation for a presumably conservative president to enact them.  
One of the Commission’s creators, Clarence Brown, actually managed the campaign for a 

                                                 
1 William E. Pemberton, Bureaucratic Politics: Executive Reorganization During the Truman Commission, 

(Columbia: University of Missouri Press, 1979), pp. 94-95. 

2 U.S. Congress, Senate Committee on Expenditures in the Executive Departments, Commission on 

Organization of the Executive Branch of the Government, S. Rept. No. 344, 80th Cong. 1st sess., 1947, p. 

4. 

3 Ronald C. Moe, The Hoover Commissions Revisited (Boulder: Westview Press, Inc., 1982), p. 25. 
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Republican presidential hopeful, Robert A. Taft, up until he lost the nomination to 
Thomas Dewey.4  Sidney A. Marshall, the executive director of the Commission, 
determined that it would complete its recommendations “by the end of 1948. Then we 
would make these the first order of business in the Eighty-first Congress in January 
1949,” after the election.5 

The Senate Republican Conference characterized the Commission as “a major operation 
on the sprawling, tax-eating patchwork bureaucracy bequeathed to us by the New Deal,”6 
and after its creation many believed that, despite its six Democrats, its anti-big 
government staff would attempt to dismantle Roosevelt’s New Deal structure.  One 
scholar remarks that Hoover and his associates sought staff “who were free of the ‘taint’ 
of the New Deal and the Roosevelt Democracy.”7  During the staffing process, Hoover 
himself requested that their chief attorney was “surely not a New Dealer.”8 

Yet despite this genesis, the Hoover Commission was widely regarded as successful, 
laying the foundation for the Departments of Health, Transportation, Labor, Welfare, 
Housing and Urban Development, consolidating the CIA, and notably concentrating 
responsibility up through agency heads and department secretaries to the president.9  
What caused such success from a commission that could have been dominated by 
partisan maneuvering?  Much like evolution in the natural world, governmental evolution 
can be driven by environmental change, and the political environment drastically changed 
in November 1948. 

                                                 
4 Patterson, James T., Mr. Republican: A Biography of Robert A. Taft, p. 400. 

5 Joe Martin, My First Fifty Years in Politics. Robert J. Donovan (New York: The McGraw-Hill Book 

Company, Inc., 1960), p. 191. 

6 Senate Republican Conference, “Pick up the Challenge: II,” Senate Majority News, October 22, 1948. 

7 Peri E. Arnold, “The First Hoover Commission and the Managerial Presidency,” The Journal of Politics, 

vol. 38, no. 1 (Feb. 1976), p. 51. 

8 Hoover to Walter Hope, Commission on Organization of the Executive Branch papers, Hoover Library, 

August 18, 1947, 

9 Arnold, “The First Hoover Commission and the Managerial Presidency,” pp. 46-70. 
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Table M1. 

Hoover Commission Basics 

Timeline 

Date Milestone 

1933-1938 FDR institutionalized the “New Deal.” 

1947 The 80th Republican Congress creates Hoover Commission (Commission on 
Organization of the Executive Branch of the Government). 

1947-1948 Commission members and task forces are selected.  Rumblings of partisan purposes are 
felt, Truman administration becomes wary of commission.  

November 
1948 

Truman reelected, pledges support to Commission to unite parties and build popularity.  
Democratic majority in Congress. 

December 
1948 

Hoover changes goals to “make every government activity that now exists work      
efficiently” instead of eliminating New Deal programs.  Friendship between Truman and 
Hoover develops. 

1949 Commission reports released to public acclaim.  Protected New Deal reforms while 
streamlining executive branch, consolidating agencies. 

1953 Second Hoover Commission created by Congress under Eisenhower. 

1955 Study confirms that of 273 recommendations, 116 fully implemented, 80 partially 
implemented for both commissions. 

Chair: Former President Herbert Hoover 
Founders: Representative Clarence J. Brown, Senator Henry Cabot Lodge 
Members: Attorney James Rowe, Representative Clarence Brown, Representative Carter Manasco, 
Ambassador Joseph Kennedy, Political Scientist James K. Pollock, Senator John McClellan, Senator 
George Aiken, Secretary of State Dean Acheson, Industrialist George Mead, Civil Service Commissioner 
Arthur Flemming, Secretary of Defense James Forrestal. 

 

Focal Shift in 1948 

The surprise reelection of Harry Truman in 1948 catalyzed this environmental change, 
resulting in increased administration support, involvement, and the subsequent friendship 
of Truman and Hoover.  Because the GOP expected a fellow conservative in office, 
Truman’s surprise victory in 1948 shifted the focus of the Commission, forcing it to yield 
to a balance of power that included the president, executive officials, and a chairman who 
was fast developing a friendship with the president.10  Because the more conservative 
members of the Commission realized that they had to temper their goals and moderate 
their recommendations in order to accomplish anything, Truman’s reelection resulted in a 
bipartisanship that allowed for less divisive, more realistic proposals.11 

Truman’s election changed the mandate of the commission from curtailment or 
elimination of programs to investigations of their effectiveness in an effort to improve 

                                                 
10 Ferrel Heady, “The Operation of a Mixed Commission” The American Political Science Review, vol. 43, 

no. 5 (Oct. 1949), pp. 940-952. 

11 Frank Gervasi, Big Government: The Meaning and Purpose of the Hoover Commission Report (New 

York: The McGraw-Hill Book Company, Inc., 1949, pp. 37-243. 
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them.  This shift appeased defenders of the status quo.  Contrary to the initial focus on 
program elimination, in November 1948 Hoover stated that “our job is to make every 
government activity that now exists work efficiently ... It is not our function to say 
whether it should exist or not, but it is our function to see if we cannot make it work 
better.”  Rather than attempting to change what government does, the Commission 
targeted how it functions, and thus appealed to a broader support base. 

While he was initially in favor of the bill, when the commission actually formed and staff 
were selected, Truman viewed it with some suspicion, only softening his opinion and 
strengthening executive involvement after his reelection in November 1948.  This new 
commitment, and the subsequent shift of mission, allowed for inclusion of both ends of 
the political spectrum, highlighting the importance of navigating potentially hostile 
political waters and crucial stakeholder management.12  Although, as one observer stated, 
“Old Dealers and Republicans” dominated the Commission, with staffers “largely drawn 
from the more conservative elements of our society,”13 the leadership commitment helped 
redirect its focus. 

Leadership Alignment Transcends Partisanship 

Moving beyond the metaphor of natural selection, the Hoover Commission benefited 
from a distinctly human trait:  friendship.  This unlikely friendship between Hoover and 
Truman strengthened the commission through the leadership alignment that is crucial to 
any reform effort.  

Why would strikingly different presidents, with conflicting political views and little in 
common strike up such an accord?  Truman once even referred to “that product of 
ingenuity and hard times, of personal despair and political mockery—the Hoover cart,” 
described as “the remains of the old tin lizzie being pulled by a mule because you 
couldn’t afford to buy a new car...I don't think you want to take another chance on the 
Hoover brand of Republicanism.”  Yet later in life, Truman said to Hoover that their 
friendship “reached deeper into my life than you know.”  In truth, the two men never 
reconciled their political differences, but they respected one another, and the public jabs 
often issued by Truman were usually more campaign rhetoric than personal attack.14 

Brought together in 1945 by a shared commitment to post-war European reconstruction, a 
friendship eventually emerged, as friendships often do, despite conflicting politics.  Both 
born west of the Mississippi into economic hardship, they lived in the shadow of Franklin 

                                                 
12 Charles Aikin and Louis W. Koenig, “The Hoover Commission: A Symposium,” The American Political 

Science Review, vol. 43, no. 5 (Oct. 1949), pp. 933-939. 

13 Gervasi, Big Government: The Meaning and Purpose of the Hoover Commission Report, p. ix. 

14 William E. Pemberton, “Truman and the Hoover Commission,” Whistle Stop, vol. 19, no. 3, 1991. 

Online. Available: http://www.trumanlibrary.org/hoover/commission.htm. Accessed February 2, 2008. 
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Roosevelt and knew the devastation of World War I, so perhaps their alliance was not so 
strange after all.  

After 12 years of being largely ignored by subsequent presidents, when Truman sent 
Hoover on foreign affairs initiatives (notably sending him to Europe during the famine of 
1945), consulted him, and publicly complemented him, Hoover succumbed to another 
distinctly human trait: flattery.  In an effort to prove his competence, both to his new 
friend Truman and to the country, Hoover worked hard to make the Commission 
successful, working tirelessly on its recommendations.  Despite their differences, the 
mutual respect they shared eclipsed partisan concerns, and exemplifies the collaborative 
style of leadership essential to a major government change initiative. 

Clear Mission and Coherent Intellectual Framework 

Although Hoover and Truman represented almost opposing political positions, their 
shared belief in the theory of scientific management helped to guide their reform effort 
and transcend political constraints.15  Based on the philosophy of the engineer Frederick 
Winslow Taylor, the idea of scientific management or managerial government, which 
formalized the notion of bringing organizational and administrative techniques of the 
private sector to the public sector, built on the Progressive Era method of applying 
technical solutions to social problems.16 

Both men viewed an organization like a factory, with clear lines of authority and 
accountability.  They used this idea as a guiding principle that allowed unification of two 
competing ideals in government with regard to the Commission—economy and cost 
savings on the congressional side, and effectiveness on the administration side.  Hoover 
believed that “the manager of the executive branch, like any other manager, had to be 
given authority to carry out his responsibilities.”17  By stressing the fundamental 
relationship of structure and control, Hoover and Truman could both achieve an increase 
in presidential authority while cutting costs.  They fused these two competing ideals 
using the foundational philosophy of scientific management, satisfying both parties while 
appealing to the public.18 

                                                 
15 Moe, The Hoover Commissions Revisited, pp. 2-15, 126-8, 33-6. 

16 Pemberton, Bureaucratic Politics, pp. 3-20. 

17 Ibid., p. 95. 

18 Peri E. Arnold, “Reorganizations and Politics: A Reflection on the Adequacy of Administrative Theory,” 

Public Administration Review, vol. 34, no. 3 (May-June 1974), pp. 205-211. 
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Public Buy-in 

As mentioned above, environmental constraints drive natural selection, and public 
opinion is one of the most influential factors in the public sector milieu.  Along with 
leadership and legislative/executive alignment, bipartisan commitment, and a clear 
mission, public involvement was critical to success of the Commission.  The Commission 
organized a massive public relations effort that included numerous print advertisements, 
50,000 bus cards, radio spots, and articles, making the Commission a national fad.19 

As businesses court clients and consumers to survive in their competitive environment, 
the commission influenced their operating environment for optimal success.  This effort 
was orchestrated by the Citizens Committee for the Hoover Report (CCHR), which was 
created by the Hoover Commission to inform the public of its significance.  At one point 
the committee claimed that support of national organizations accounted for a membership 
of over 25 million (although this way probably a gross exaggeration in terms of actual 
individual citizen support).20  The CCHR made big promises, often citing a potential 
savings of $4 billion if all the recommendations were adopted.21  Media relations and 
public involvement were maintained throughout the process, and even though the CCHR 
perhaps often exaggerated its estimates, with an enthusiastic public focusing on dollar 
savings, potentially more controversial recommendations encountered little opposition.22 

This massive involvement begs the question as to why the public jumped on the 
reorganization bandwagon so readily.  In a masterful public relations campaign, the 
Commission took advantage of public anxiety over big government, the fear of 
communism coinciding with the Cold War and the general apprehension of the 
government behemoth.23  In June of 1947, the Senate committee evaluating the bill 
authorizing reorganization stated that “the only force left in the world to counteract these 

                                                 
19 Citizens Committee for the Hoover Report, Digests and Analyses of the Nineteen Hoover Commission 

Reports, Washington, D.C., February 1955. 

20 Pemberton, Bureaucratic Politics, pp. 109-16. 

21 “How to Save Four Billion a Year: Interview with Herbert Hoover,” U.S. News and World Report, June 

3, 1949, p. 24. 

22 Memorandum from Elmer Staats to John Steelman, regarding coordinating lobbying for reorganization 

with the Citizens’ Committee for the Hoover Reports. Papers of Harry S. Truman: Official Files. Online. 

Available: http://www.trumanlibrary.org/hoover/internaltemplate.php?tldate=1951-10-18&groupid= 

5188&collectionid=hoover. Accessed: February 10, 2008. 

23 Herbert Emmerich, Essays on Federal Reorganization (Tuscaloosa: University of Alabama Press, 1950), 

pp. vii-viii. 
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deadly trends is the United States, acting through its government.”24  The Soviets had just 
exploded their first atomic weapon, the Korean conflict was on the horizon, and the 
faltering wartime economy was just recovering.  The mindset was that if we can win 
these reorganization battles, at least we are somewhat in control of our destinies in the 
face of so many external threats.  

Ironically, the Hoover Commission reforms actually helped people transition to a big 
government that was not going away.  By striving to make government programs more 
efficient, they essentially ratified the New Deal structure and institutionalized the big 
government that many feared.25 

Enough cannot be said about the importance of the public stakeholder as an 
environmental element crucial to government reform.  Managing this public trust, 
building enthusiasm, and capitalizing on the prominent issues of the time means devoting 
real capital to public relations.  After all, the government isn’t an isolated entity, but 
represents the interests of its diverse constituents, truly as interconnected as the natural 
world. 

 
Table M2. 

Hoover Report Key Recommendations 

General Management of the Executive Branch:  Establish hierarchical structure of responsibility, from 
agency heads to departmental secretaries to the president.  The primary success of the Commission. 

Personnel Management:  Improve mobility, recruitment processes, and compensation for federal 
employees. 

National Security:  Strengthen Secretary of Defense internal departmental authority, streamline the CIA. 

Foreign Affairs:  Enhance State Department Secretary’s authority, ultimately concentrating power with the 
executive. 

Department of the Labor:  Increase number of agencies under its umbrella, compartmentalizing functions 
provided by the Bureau of Employee’s Compensation, Employee’s Appeal Board, Bureau of Employment 
Security, etc. 

Post Office:  Maintain an independent postmaster general, viewing the post office more like a self-
sufficient business. 

Regulatory Commissions:  Improve internal administration and enhance independent status. 

Department of Commerce:  Implement a performance-based budget, enhance secretarial authority. 

Source:  “Summary of Reports of the Hoover Commission,” Public Administration Review, vol. 9 (Spring 

1949), pp. 73-99. 

                                                 
24 U.S. Congress, Senate Committee on Expenditures in the Executive Departments, Commission on 

Organization of the Executive Branch of the Government, S. Rept. No. 344, 80th Cong. 1st sess. (1947), p. 

4. 

25 Gervasi, Big Government, pp. 5-7. 
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From Hoover to the 21st Century 

The Hoover Commission is just one example of a government reform effort, successful, 
whether by chance or design, in its attempts to remake the bureaucracy.  The Commission 
had potential to fall victim to partisan maneuvering, but its leaders greatly increased its 
chances for success by developing strong legislative cohesion, a clear, powerful mission, 
bipartisan involvement, and public stakeholder support.  

Additionally, by moving from a risky focus on changing what services government 
provides to a more politically acceptable targeting of how it does business, the 
Commission made significant steps toward efficiency in the public sector.  Any 
government-wide change initiative should consider its framework in light of the how vs. 
what dynamic.  A major question considered later in this chapter is exactly how 
government should go about examining, not only how it functions, but what it does, 
given that the political environment would let such reform take place. 

Even though it occurred nearly 60 years ago, we can take lessons learned from the 
Commission and integrate them into that next great reform effort, modified for our 
modern age.  Change is not innate to government, but it can be consciously chosen 
through a reform initiative, designed to incorporate lessons learned from history.  Just as 
animals, businesses and (hopefully) governments evolve, so do reform efforts, and a 
synthesis of best practices represents the beginnings of a new model for intelligent 
government redesign, with the hope of initiating the process that’s inherent in the natural 
world and in the free market economy, moving toward an efficient, customer friendly, 
and innovative public sector. 
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Appendix N.  Grace Commission Case Study 

CEOs to the Rescue: Reforming Government the Private Sector Way 

If 1947 and the Hoover Commission represented the ideal time for a government-wide 
redesign, with its bureaucracy crying out for reorganization and rationalization, the early 
1980s represented the second ideal window for implementing the natural selection of big 
government reform.  The table was set with nearly a decade of stagflation, two oil crises, 
and Fed Chairman Volker’s full-on assault to curb inflation.  The dawn of a new decade 
brought conservative leadership into the head office of Great Britain, Canada and the 
United States.  Thatcher, Mulroney, and Reagan all stumped on a platform of flawed 
central government, inefficient programs, and a stodgy, change-resistant, and completely 
over-sized government.  President Reagan sought to “come to Washington to drain the 
swamp.”26  With no threat of bankruptcy or death, the federal government was again 
failing to adapt to a changing world.  Acting with the same focus and intensity as he did 
in his campaign, President Reagan launched the Grace Commission. 

On March 10, 1982, Ronald Reagan spoke to a group of 161 senior business executives, 
many of them CEO’s from America’s largest private companies.  This powerful group of 
corporate leaders assembled in the State Dining Room of the White House were all 
members of the “The President’s Private Sector Survey on Cost Control.”  Its mission: 
“to identify and suggest remedies for waste and abuse in the Federal Government.”  
Specifically, the president directed the group to:  

• Identify opportunities for increased efficiency and reduced costs achievable by 
Executive action or legislation. 

• Determine areas where managerial accountability can be enhanced and 
administrative controls improved. 

• Suggest short- and long-term managerial operating improvements. 

• Specify areas where further study can be justified by potential savings. 

• Provide information and data relating to governmental expenditures, 
indebtedness, and personnel management.27 

                                                 
26 B. Guy Peters and Donald J. Savoie, “Civil Service Reform: misdiagnosing the patient,” Public 

Administration Review, vol. 54 (1994), pp. 418. 

27 C. Lowell Harriss, “Organization and Operation of the Grace Commission,” Proceedings of the Academy 

of Political Science, vol. 35, no. 4, Control of Federal Spending (1985), pp. 27. Online. Available: 

http://www.jstor.org. Accessed: February 17, 2008.   
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The commission was a pet initiative of Reagan’s.  Similar to the body he formed while 
governor of California, which developed more than 2,000 cost savings recommendations 
(all but 400 of which were subsequently implemented by the governor), now President 
Reagan was hoping to duplicate this magic at the federal level by engineering a grand 
new reform effort.  At the luncheon, Reagan exhorted these titans of industry to: “Be 
bold. Work like tireless bloodhounds. Don’t leave any stone unturned in your search for 
inefficiency.”28 

Waste was undeniable, and his method, similar to the effort in California, was to import 
management techniques from the private sector, simulating the “survival of the fittest” 
effect of the free market.  To emphasize his point, Regan had a favorite story about 
government waste from his efforts to reform the California government.  He told the 
story of a businessman on one of the task forces who was observing state employees 
folding manila folders before putting them in the filing cabinet.  “Obviously, if you have 
to double them to get them in, you have cut the file capacity in half.”  And when he asked 
the state employee why they had such a process the employee replied “the state forms are 
printed in this size, and it’s bigger than the file case.” “Why’s that?” he asked.  The 
employee said, “they’ve always been printed that way.”  So he picked up the phone and 
called the state printer, read the number off the top of the paper, and said, “From now 
on”—and he measured the filing cabinet—he said, “print those forms on…” and he gave 
them the proper dimension.  And that year, we bought 4,200 fewer file cabinets in 
California.”29 

While the economic conditions were ripe and ready for a federal government adaptation, 
the political landscape was similarly ready for change.  With the new Republican 
president came a new Republican majority in the senate for the first time in 30 years.  
Though they would lose the senate again in 1986, the deep fiscal conservatism of Reagan 
and congressional Republicans acted as a catalyst for reformation in the Democratic Party 
as well.  Congressional Democrats found themselves transitioning from the old-style 
New-Deal Democrats to the “New” more fiscally-conservative Democrats.  While the 
Democrats continued to hold the House as they had since the Korean War, economic 
troubles and pressure from concerned citizens benefited Reagan’s supply-side economic 
platform. 

The Lead Bloodhound 

Reagan recruited J. Peter Grace, the chairman and chief executive of W.R. Grace and 
Company, to chair the commission.  Grace soon became the public face and the driving 
force of the commission, which would come to bear his name.  

                                                 
28 Ronald Reagan, Remarks at a White House Luncheon With the Chairman and Executive Committee of 

the Private Sector Survey on cost Control, March 10, 1982. 

29 Ibid. 
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Grace cut a charismatic figure.  He first assumed the reins of W.R. Grace during World 
War II after his father suffered a stroke.  Not a lot was expected of the young playboy 
who had previously been too busy playing polo and chasing women to worry much about 
the family business.  But Grace surprised everyone, growing the $200 million family 
business into a $3.9 billion conglomerate with more than 180 product lines.  By the time 
he was asked by Reagan to chair his waste commission, Grace was the longest-serving 
CEO of a public company in the country.  At the age of 70, the crusty and energetic CEO 
still Indian-wrestled fellow board members at his desk and wore a Beretta pistol as self-
defense against terrorists.30  In addition to the family business W.R. Grace and Co., this 
lifelong Democrat was passionate about two other subjects:  his deep Catholic faith and 
the need to reduce the huge federal deficit.  

Bring on the Private Sector 

Grace and his cavalry of businessman brought a distinct mental map with them to 
Washington, based on personal and professional perceptions of how things work.  
Government was bloated, wasteful and light years behind the private sector in applying 
modern business management practices.  Tens of billions of cost savings could be wrung 
out simply from eliminating the waste and applying standard business practices, 
regardless of political conditions.  In short, these business leaders came to Washington 
expecting to find waste, fraud, and abuse—and they found it, more than $424 billion 
worth of it to be precise.  Enough savings, said Grace, to eliminate over time the entire 
federal budget deficit. 

The Commission produced a voluminous amount of material:  47 reports totaling more 
than 23,000 pages and 2,500 cost cutting recommendations.  Reagan asked the 
businessmen to analyze the agencies as if they were considering “a merger or takeover.”   
Predictably, many if not all of the agencies failed this test.  “We identified management 
policies, practices and routines we would change if the Air Force were to ‘merge’ with 
our company,” wrote the Air Force task force.  Their conclusion: the federal 
government’s financial reporting and accounting systems were so bad they couldn’t even 
make a determination as to whether or not they’d wish to make the acquisition.31  “The 
government is run horribly,” said Grace.32 

Established by Executive Order on 30 June, 1982, the methodology was unlike anything 
ever executed at the Federal level.  The effort was void of both congressional 
                                                 
30 Edward Meadows, “Peter Grace Knows 2,478 Ways to Cut the Deficit,” National Review, March 9, 

1984. 

31 Charles T. Goodsell, The Grace Commission: Seeking Efficiency for the Whole People? p.198. Online.  

Available: http://www.jstor.org. Accessed: 15 October, 2007. 

32 Robert D. Hershey Jr., “Panel Says U.S. Can Trim Costs by $424 Billion,” The New York Times, January 

13, 1984, p. A1. 
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participation and government financing.33  President Reagan, along with the trend of the 
time, wanted to see private initiative and efficiency planted in the public sector.  The 
Commission, therefore, was made up entirely of private sector participants, over 2,000 all 
on loan from corporate America.  They, along with $76 million to fund the venture and 
161 top executives, set off to assess government from their point of view. 

Methodology of the Grace Task Forces 

The methodology of the study was also new to federal reform efforts.  The study 
consisted of 36 task forces.  Four examined defense, 18 examined other individual 
agencies, and the final 14 examined cross-cutting functions that overlapped several 
agencies.34  The task forces ranged in size from 20 to 90 and divided their review of 
programs and agencies into four phases:  organization and start-up, diagnostic survey, in-
depth survey, and report preparation.35 

The Survey Management Office monitored and coordinated the task forces and consisted 
of a director, a deputy director who was the only government employee designated as the 
government liaison by the White House, a chief operating officer and a staff of 
approximately 50 personnel.36  Of particular interest were the 12 “desk officers” 
responsible for the orientation of three to four task forces each.  These 12 were generally 
senior Washington-based executives with long-time experience working with the federal 
government.37 

The Grace Commission’s task forces balanced themselves near the fulcrum on the how-
what continuum.  The principal purpose of the commission was not to examine basic 
public policy, such as whether the government should concentrate resources on defense, 
education, highways, health and welfare, etc.  Instead, the Grace Commission 
concentrated on overall operations as distinguished from policy but included an 
examination of the execution of policy.  It looked largely at the degree of efficiency in 
the expenditure of tax resources and whether or not those expenditures achieved the 
desired public purpose through organizations and programs equipped with the proper 
tools.38 
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34 Ibid., p. 28. 

35 Ibid., p. 29. 

36 Ibid.   

37 Ibid. 
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The Trouble with Managing Stakeholders 

With its solid mission statement and flexible approach to analysis of departments and 
agencies, the commission failed to bring about the wholesale change to efficient 
management that Reagan and Grace had envisioned.  Some of this had to do with what so 
frustrated Reagan’s Budget Director, David Stockman: the narrow parochial interests 
dominating Congress.  Perhaps just as responsible for the Commission’s inability to bring 
about the downsizing was the make-up of the task forces.  Federal bureaucrats—the 
people who really knew where all the bodies were buried—were largely excluded from 
the private-sector dominated effort (other than for interviews and a lone deputy within the 
Survey Management Office).  There were no institutional participants to serve as a 
sounding board for the Grace Commission, advise it throughout, or support its findings 
once released.  

In a hearing before the House Committee on Post Office and Civil Service, the Chairman, 
Congressman William Ford, stated: “The work of these people has been shrouded in 
secrecy, perhaps to the detriment of the many civic-minded corporate officials who 
served on the various task forces.  For the record, I feel compelled to say that never in 
more than 18 years in Congress have I encountered such mystery concerning a 
presidential blue ribbon panel ostensibly pursuing legitimate objectives.”39 

Predictably, the lifelong civil servants were immediately skeptical and critical.  
Understandably, congressional support also waned as stakeholder management and buy-
in were not of critical concern to the business-minded task forces.  To compound the 
problem, the task forces were highly criticized for largely misunderstanding the 
budgetary components of the federal government, and it is no surprise that scores of 
recommendations were deemed infeasible and many cost-saving numbers found to be 
unrealistic. 

A perfect example of poor analysis by the Commission was the comparison of GSA’s 
(U.S. General Services Administration) property management to that of a civilian 
property management division of a large life insurance company.  A classic case of Grace 
Commission task forces comparing apples to oranges, this recommendation failed to 
account for the “diversity, complexity, and ceremonial aspects of government buildings 
around the world.”40  From a financial comparison perspective, a GAO-CBO report 
simply stated that many of the recommendations were too vague to actually assess 
financial gains or burden to the government. 

The report writing also betrayed some of the preconceptions the commissioners brought 
to the task.  The question-and-answer format used in the reports was written in such a 
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320 

 

way that the question often contained its own answer.41  “Is the ACTION Agency 
overstaffed?”  “Can the excessive costs associated with the Federal Position 
Classification system that are due to over-grading and administration be reduced?”  As 
for the sheer magnitude of the recommendations the Washington Post noted that the 
Commission, “for all its private-sector efficiency, has produced a report that may well set 
a record for verbosity and impenetrability.”42 

Moreover, much of what the Commission identified as waste was actually the result of 
very conscious policy decisions, whether such decisions were originally misguided or 
not.  “Sometimes the Commission’s recommendations suggest that the recommenders 
believe government as it exists is some sort of hideous accident, or imposed on the nation 
in the dead of the night by a few conspirators,” wrote columnist George Will.  Initially 
intending to stay away from making policy decisions as to what government should be 
doing, the Grace Commission stumbled on the near impossibility of separating policy and 
its implementation.  The recommendations ran into this very issue.  The GAO-CBO post-
report study indicated that many of the recommendations made actually require some 
level of legislative policy action, adding to the complexity of implementation and ignored 
by the task forces.  This need for legislative action is not necessarily a bad thing.  
However, with 73-85 percent of the estimated dollar reductions requiring direct 
congressional approval,43 the decision not to include members of congress in the staffing 
of the commission might be the primary reason why so many recommendations did not 
pass through the commitment point and reach implementation.  

Implementation Poor … Results Unknown 

One of the most difficult things to do in government is provide a simple list of results 
directly attributable to the actions of a reform commission.  Such is the case with Grace. 
Just as the change in the natural world happens incrementally, major government reform 
requires patience and realistic proposals.  The 2,478 recommendations, 47 volumes, and 
21,000 pages proved simply too much for the bureaucracy to dissect and adapt to all at 
once.  However, as with most commissions, while many of the recommendations were 
controversial enough to immediately sour any potential for compromise, the documents 
included many recommendations that would ultimately result in government adoption 
and adaptation.   

                                                 
41 Ibid, p. 198. 

42 Ibid. 

43 Harriss, p. 36. 



321 

 

Hints of Good Change 

The verbose Grace Commission recommendations were full of good management and 
reorganization ideas.  As we now look back in hindsight, Grace may well have been the 
trigger for many of the reforms that are not associated with the Grace Commission today. 

Take for example the Department of Defense Base Realignment and Closure (BRAC) 
process.  The Commission specifically called for further study of the closing of military 
bases, something the department also recognized as a necessity.  Accepted as a need for 
further study, DoD examined base realignment further and in 1989 the first BRAC round 
commenced to systematically and repetitively determine how better to realign DoD 
facilities to match mission and need, and close underutilized bases and forts.  Peter 
Drucker noted, “many of the recommendations made in the NPR [National Performance 
Review] were made in the Grace Commission’s report a decade previously.” 

Similarly, procurement reform for the whole of government was right around the corner 
in the early 1990s, as were other recommendations such as government charge cards, 
paralegals in the Department of Justice, and Medicare fees negotiated in advance.  

Other examples include reform in the student loan process to save interest payments by 
paying loans in increments rather than lump sums, which was later incorporated into a 
series of reforms by the Department of Education.  Grace also made strong 
recommendations to NASA that they incorporate private companies into their efforts to 
out-duel and out-bid Europe and Japan in the race to put satellites in space.  Today we 
can hardly imagine a NASA that isn’t run largely in cooperation with contracted workers. 

Social programs were also a target of the Grace Commission.  Addressed alone, social 
programs require meticulous attention to stakeholder buy-in and front-line delivery.  But 
as a bundled set of recommendations accompanied with a hand slap, they were fodder for 
congressmen and women eager to pounce on the “unrealistic” recommendations of 
Grace.  The Grace report thrashed the welfare system as unchecked, unfulfilling in its 
intended mission, and wasteful.  Yet, welfare reform of the 1990s proved to be a success 
in many eyes.  While this was greatly due to Wisconsin State initiative, the issues 
addressed in Wisconsin and later nationally were listed in the Grace Commission Reports 
nearly a decade earlier. 

Yet again, there were good principles within the mounds of paper that later proved to 
positively limit waste and increase efficiency.  These are but a few of many good ideas, 
poorly packaged, that stalled prior to implementation. 

Lessons Learned from the Grace Commission 

The Grace Commission, as one approach to comprehensive reform efforts, sits firmly at 
one end of the spectrum of major government reform efforts.  In the least, the Grace 
Commission serves us now as an example of the limits of private sector practices in the 
public world of government.  That isn’t to say that private sector best practices can’t be 
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applied in the public world.  But there must be an understanding of the differences in 
incentives, roles, missions, and operating environment of government.  Different realities 
exist in the public sector, and Grace was a defining event in that realization.   

Significant steps were, however, made toward management efficiency, and the intentions 
were undoubtedly good.  Yet, the Grace Commission made three decisions that quite 
possibly limited its probability of success from the beginning.  The first was acting under 
the assumption that government could be analyzed by chief executives as if it were an 
acquisition or merger target.  Second, rather than reaching for the “low-hanging fruit” of 
government reform, by tackling so many major issues at once the entire report was 
suspect from the beginning.  And third, the effort was largely partisan, run exclusively by 
the executive branch, and completely disregarded crucial legislative stakeholder 
management. 

There were some factors that worked in its favor.  The commission objectives fit nicely 
within the goals and vision of President Reagan’s administration.  In the same vein, the 
president was clear in his intent and the Commission was comfortable and allowed to 
operate relatively unhindered under that intent.  The Commission also succeeded in 
stating up front that it wanted to concentrate on how government operated, though the 
difficulty in strictly sticking to that mission became apparent immediately.  And in 
general it fared well by launching during a period of economic hardship.   

But there were other areas where the Grace Commission may have been better executed.  
The deliverables were so voluminous they worked as a detriment to the implementation 
process.  The completely private nature of the task forces placed the civil servants on the 
defensive from the beginning.  And while the loaned executives oftentimes bring fresh, 
out-of-the-box ideas, the lack of understanding of the constraints on public servants was a  
flaw in the approach.  It also resulted in no government components working as a cross-
check for correct facts, figures, and budgetary realities.  As one expert noted “in the end, 
the Grace Commission has been heavily criticized for demonstrating little understanding 
of the legal, organizational, and political dynamics of the federal government.”44 

As with the Hoover Commission, the lessons learned from the Grace Commission will 
help public sector leader adapt the methods of government reform for the modern age.  
The lessons learned from this very pro-private sector initiative, including an appreciation 
of the delicate political environment at play during the reform, working toward achieving 
incremental gains, and a reasonable scope, will help governments evolve to a system of 
reform that increases the probability of success, with the ultimate goals of redesigning an 
efficient, customer-oriented public sector. 
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Appendix O.  Program Comparison Matrix 

See Table 6.1 for a detailed definition of each category. 

 National Programs 

Category 

Grace Commission 

(President’s Private Sector 

Survey on Cost Control, 

PPSSCC) 

Hoover Commission 
National Performance 

Review (NPR) 

Political 

Leader 

President Reagan Chaired by Ex-president 
Hoover, vice-chaired by 
Secretary of State Dean 
Acheson, and presided over 
by President Truman 

Vice President Al Gore was 
the political sponsor 

Economic 

Conditions 

The commission emerged in a 
time of growing national debt, 
fiscal deficit, Cold War fears, 
stagflation of the 1970s and 
rising inflation (at 11.83%) and 
unemployment (at 7.1%).  
Federal Reserve Chairman 
Volker's initiatives to calm 
inflationary pressures were 
tough on the economy in the 
late-‘70s through mid-‘80s 

The late 1940s were 
characterized by a post-war 
inflationary period due to 
massive demands for goods 
that were sent overseas. 
However, the economy soon 
recovered due to the Marshall 
Plan. 

Budget deficit was high and 
examples of government 
failure were everywhere. 
The NPR’s goal was not 
only to attempt to reduce 
the budget deficit, but to 
tackle the confidence deficit 
as well: opinion polls were 
showing that citizens had 
lost confidence and faith in 
government, especially 
federal government. 

Political 

Environment 

Taking office after the Oil Crisis 
of 1979, Reagan’s platform was 
based on strength against the 
communists, government as the 
problem, state’s rights,  and 
fiscal responsibility in the White 
House.  President Reagan’s win 
helped Republicans regain the 
Senate but the House remained 
majority Democrat.  Zero 
attempt by the GC to include 
Congress or long time civil 
servants in the process review 
process. 

The political environment of 
1947 was tumultuous.  After 
Roosevelt’s New Deal 
foundation was 
institutionalized, many 
conservatives fought against 
the new larger government 
apparatus.  On top of those 
concerns, the world was still 
reeling from WWII, the Cold 
War was beginning, and the 
first tests of nuclear weapons 
occurred. 

President Clinton’s electoral 
margin had been modest 
and his support in Congress 
was slim.  Political 
strategists suggested to 
reach out to the 19% of 
American who had voted 
for Ross Perot—voters 
worried about balancing the 
budget and improving 
government.  Just six weeks 
after taking office, President 
Clinton put Vice President 
Gore in charge of the 
project, and they scored 
early victories: by the end 
of 1994 Congress had 
passed procurement reform 
and federal workforce 
downsizing had started.  
But in 1994 the Republicans 
took over both houses of 
Congress and promoted the 
“Contract with America,” 
which was a plan for deeper 
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Category 

Grace Commission 

(President’s Private Sector 

Survey on Cost Control, 

PPSSCC) 

Hoover Commission 
National Performance 

Review (NPR) 

government transformation. 
NPR then had to adapt and 
start focusing on the What. 
But as the Clinton 
Administration was able to 
maneuver its way out of the 
political crisis in Congress 
and “Contract with 
America” faded, NPR itself 
began to lose traction. 

Mission and 

Legal Basis 

The Executive Order for the 
Grace Commission was signed 
June 30, 1982.  Its aim: “Work 
like tireless bloodhounds to root 
out government inefficiency and 
waste of tax dollars.  Get the 
government off people’s backs.” 
   -President Reagan to Grace 
and 161 Senior Executives on 
March 10, 1982.  Directive: “to 
identify and suggest remedies 
for waste and abuse in the 
Federal Government.” 

The bill for the Hoover 
Commission was authorized 
by Congress in 1947, 
sponsored by Sen. Henry 
Cabot Lodge and Rep. 
Clarence Brown.  It’s mission 
was to apply the techniques of 
scientific management in 
order to strengthen the 
president’s authority, enhance 
the government’s hierarchical 
structure, and decrease waste. 

The mission of the NPR 
was to reinvent a 
government that “works 
better and costs less.” The 
government was under 
pressure to achieve more, 
using less resources, thus 
improving productivity was 
one of the key objectives 
for NPR.  The procurement 
reform act and the 
Government  Performance 
and Results act preceded the 
release of the first NPR 
report.  But other than that, 
the NPR wasn’t really 
popular at the Capitol and 
therefore relied on 
administrative action 
wherever possible. 

Scope Government-wide scope in one 
shot over a 2-3 year period.  
Initially Grace wanted to 
remove waste by looking at 
HOW government did business.  
Realistically, the commission 
dove into WHAT more often 
than it’s initial scope intended.  
Each executive staffer was 
given the mission to analyze an 
agency/department as if they 
were considering it for an 
acquisition.   

Hoover maintained a 
government-wide scope, with 
a primarily how-oriented 
focus.  It main objective was 
decreasing government waste 
and strengthening executive 
authority, and change mostly 
occurred at the organizational 
and personnel level. 

Originally NPR focused on 
HOW government did 
business.  Later its focus 
shifted toward WHAT 
services government offers, 
but this aspect of the review 
achieved little success. 

Project 

Leadership 

J. Peter Grace, Chairman and 
CEO of W.R. Grace and Co., 
directed the Grace Commission. 
He was a Democrat but staunch 
fiscal conservative with a 
demonstrative hate toward 

Herbert Hoover was elected 
chairman of this commission.  
While he commanded respect 
and authority as an ex-
president, he was also deeply 
involved in research and 

Billy Hamilton was leading 
the team focusing on 
specific Agencies.  John 
Kamensky was leading the 
team looking at 
government-wide reforms. 
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(President’s Private Sector 

Survey on Cost Control, 

PPSSCC) 

Hoover Commission 
National Performance 

Review (NPR) 

deficits.  This commission took 
a distinct private-sector 
approach. 

recommendation 
development. 

Both were public sector 
career civil servants. 

Staffing Comprised of a completely 
private sector staff.  Grace, 161 
private top executives, and more 
than 2,000 private citizen 
volunteers, and 36 task forces 
funded with private-sector 
money. 

Comprised of 12 members, 4 
appointed by president, 4 by 
president pro tem, and 4 by 
speaker of the house.  Half 
were Democrat, half 
Republican, with equal  
numbers of government 
officials and private citizens. 
Its 24 expert task forces were 
appointed by the commission, 
and consisted of private sector 
academics, businesspeople, 
and other experts. 

Staffed by a mix of 250 
civil servants, state and 
local government 
employees, and consultants. 

Funding $76 million privately funded 
from various organizations. 
However, the commission 
undoubtedly incurred public 
sector costs:  in the form of time 
spent in interviews, providing 
documents for review, etc.   

$750,000 earmarked by 
Congress. 

Public money was used to 
fund NPR. 

Methodology The Grace Commission’s 
methodology was to examine 
programs and agencies as if you 
were “considering them for 
acquisition or merger.”  36 task 
forces were used, with 4 looking 
at defense, 18 at other agencies, 
and 14 on cross-cutting 
processes.   

Based on Chairman Hoover’s 
direction, 24 task forces 
selected federal departments 
and agencies to focus on.  
They basically applied the 
same analytical framework to 
each entity they examined:  
could the managerial structure 
be altered to increase the 
authority of the secretary or 
agency head?  Could the 
organization be streamlined in 
any way to increase efficiency 
and create a more defined 
hierarchy? 

Two teams were used in 
NPR: one was agency 
focused, and one examined 
agency-wide issues such as 
procurement reform and 
information technology. 

Public 

Access 

The PR strategy of the Grace 
Commission was not extensive.  
Generally the commission made 
recommendations without much 
attention to public opinion or 
internal opinion, though 
hearings and limited 
Congressional input did occur.  
In July 1984 President Reagan 
announced the 
recommendations at a White 

The Hoover Commission 
implemented a large public 
relations effort and garnered a 
very high level of public 
support.  Massive ad 
campaign created by Citizens 
Committee for the Hoover 
Report. 

Communication was poorly 
managed from the start.  
Not much coverage from 
the national media and the 
White House.  It improved 
later and most coverage was 
from local media when 
trying to present the people 
who actually wanted to 
improve government as 
heroes.  Positive 
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Grace Commission 

(President’s Private Sector 

Survey on Cost Control, 

PPSSCC) 

Hoover Commission 
National Performance 

Review (NPR) 

House reception for 1,500 
participants and public media.  
They also founded the 
Foundation for the President’s 
Private Sector Survey on Cost 
Control, Inc., intended as a non-
political, non-partisan group to 
raise funds and to finance 
speakers and publicity to carry 
out PR during implementation 
of recommendations.   

communication includes:  
E-Gov;  Hammer Awards; 
Plain language effort; high-
impacts agencies.  Poor 
communication examples: 
announcing the targets 
initially, and adding “and 
costs less” to the title of the 
program:  employees took it 
like a betrayal. 

Results 

Monitoring 

and Follow-

Up 

2,478 “Cost-Cutting” 
recommendations, with a 
proposed savings of $424.4 
billion over 3 years (but no 
definitive start date).  47 
volumes and more than 23,000 
pages of paper.  Quality across 
volumes was uneven, 
accounting principles were 
approximated, and audit wasn’t 
conducted prior to release.  
Review process after release 
was extensive and it is difficult 
to judge the ultimate outcome of 
the recommendations.  
Certainly, most of the 
recommendations dealing with 
obvious inefficiencies were 
exercised most immediately, 
while the preponderance of 
more politically charged issues 
needing legislative adjustments 
either were shelved or adjusted 
over the following presidencies.  
The GAO says $152.4B saved 
as of 1990. 

Of 273 recommendations, 116 
were fully implemented and 
80 were mostly or party 
implemented, a 72% success 
rate. 

$136 billion in savings 
announced.  300,000 to 
400,000 job cuts, but no 
independent review 
occurred to confirm these 
savings.  Savings were 
obtained from old recipes in 
financial management, debt 
collection, procurement 
reform, and job cuts mainly 
from the downsizing of the 
DOD. The cross-
government team looking at 
areas such as procurement 
reform and customer 
satisfaction.  Usually seen 
as the more successful of 
the two teams. 

Inspiration  Scientific Management: 
Frederick Taylor, Luther 
Gullick 

David Osborne, Reinventing 
Government 
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 State Programs 

Category Texas Sunset 

Texas 

Performance 

Review (TPR) 

California 

Performance 

Review (CPR) 

Empower 

Kentucky 

Missouri 

Commission on 

Management 

and Productivity 

(COMAP) 

Political 

Leader 

Lloyd Doggett 
advocated for 
Texas Sunset for 
years in congress 
without success. 
The bill finally 
passed when he 
was serving as a 
state senator. 

John Sharp, 
Comptroller, State 
of Texas; Bob 
Bullock, Lt. 
Governor, State of 
Texas; Billy 
Hamilton, Deputy 
Comptroller 

Instigated by 
Governor Arnold 
Schwarzenegger. 

Governor Paul 
Patton and 
Margaret 
Greene, the 
former 
Corporate 
Chief and 
Secretary of 
Gov. Patton’s 
Executive 
Cabinet. 

Then-Governor 
Mel Carnahan 

Economic 

Conditions 

No state budget 
crisis at 
inception.  Later, 
in the 1990s, 
Texas had a 
serious budget 
shortfall, but 
Sunset was not 
well-positioned 
to do anything 
about it (had 
already 
eliminated the 
“low hanging 
fruit”).  Instead, 
Texas started the 
PR, which 
incidentally, used 
a lot of previous 
Sunset recom-
mendations that 
had failed to pass 
the legislature. 

Texas experienced a 
major fiscal crisis in 
the late 1980s and 
early 1990s (oil bust 
and S&L; threat of 
income tax). 

During CPR, 
California was in 
the midst of a 
major fiscal crisis 
due to economic 
conditions, 
deregulation and 
ballot initiative 
structure. 

Kentucky’s 
economy in 
1996 was 
struggling, 
with the state 
achieving very 
poor national 
standings in 
terms of 
economic 
opportunity 
and 
employment 
opportunities. 

At the time 
COMAP was 
launched, 
Missouri was 
experiencing 
stable but 
unremarkable 
economic 
conditions. 

Political 

Environment 

At inception, the 
political mood 
was one of 
eliminating 
government 
waste and 
making 
government more 
responsive to the 
people.  Texas, 
like the rest of 
the nation, took 

The executive 
relationship with the 
legislature was 
workable and not 
overly contentious, 
with the majority of 
power in hands of 
Democrats. 

The executive 
relationship with 
the legislature in 
California was 
rancorous, with a 
fundamental 
divide between a 
Republican 
executive and 
Democratic 
legislature. 

The political 
environment 
seemed fairly 
open to 
reorganization, 
with 
legislators 
working 
together to 
produce 
change, 
propelled by 

Governor 
Carnahan 
represented a 
strong executive, 
winning almost 
60% of the vote in 
1992.  He was the 
state’s first 
democratic 
governor in 12 
years.  During his 
Campaign. 
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Category Texas Sunset 

Texas 

Performance 

Review (TPR) 

California 

Performance 

Review (CPR) 

Empower 

Kentucky 

Missouri 

Commission on 

Management 

and Productivity 

(COMAP) 

up the zero-based 
budgeting tool 
popularized by 
the Carter 
Admin. and had a 
form of sunset 
(self-destruct 
clause) as a 
constitutional 
provision in the 
1974 Texas 
Constitutional 
Convention.  The 
Open Records 
Act was passed 
in the late 1970s- 
people wanted 
more government 
accountability. 

Kentucky's 
very low 
national 
ratings for 
quality of 
education, 
ability to lure 
talented 
professionals 
and business 
growth 
potential. 

Carnahan 
committed to 
establishing a 
government 
review 
commission to 
evaluate the 
state’s strengths 
and weaknesses. 

Mission and 

Legal Basis 

Legal basis is set 
in Texas Statute 
through the 
Texas Sunset Act 
(established in 
1976).  The 
process is guided 
by a 12-member 
body of 
legislators and 
public members 
appointed by the 
Lt. Governor and 
the Speaker of 
the House of 
Representatives. 
The Sunset 
Director 
(appointed by 
Commission 
members) acts as 
the liaison 
between staff and 
the legislative 
leadership.   

Texas Senate Bill 
111, sponsored by 
Lt. Gov. Bob 
Bullock, authorized 
the TPR.  Its aim is 
“To conduct a 
review of state 
agencies, programs, 
services and 
activities.  Bill 
involves Auditor, 
Sunset, Legislative 
Budget Office, 
Governor’s Budget 
Office and 
Comptroller.” 

CPR’s mission of 
complete 
government 
reorganization is 
embodied in 
Governor 
Schwarzenegger's 
statement: “I don't 
want to move 
boxes around.  I 
want to blow 
them up.” 

Authorized in 
1996 by 
Governor 
Patton, 
Empower 
Kentucky had 
the ultimate 
goals of 
cutting costs, 
increasing 
revenue, and 
improving the 
way the state 
meets its 
public service 
commitment 
to citizens via 
simplified 
administrative 
services. 

Governor 
Carnahan created 
COMAP by 
executive order, 
stating “It’s time 
to turn the Show 
Me State into the 
Can Do State.” Its 
aim was to 
identify cost 
savings, improve 
management, and 
enhance customer 
service.  

Scope Sunset has 
authority to 
review all state 
agencies (approx. 

TPR was a 
government-wide 
initiative that began 
with a line-by-line 

CPR had a 
government-wide 
How-oriented 
scope, with the 

Governor 
Patton’s scope 
was defined 
after 

Task forces 
identified cross-
cutting agency 
issues to examine, 
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Performance 

Review (TPR) 

California 

Performance 

Review (CPR) 

Empower 

Kentucky 

Missouri 

Commission on 

Management 

and Productivity 

(COMAP) 

130), as well as 
regulatory and 
licensing boards.  
There are a few 
exceptions such 
as universities, 
school boards, 
school districts, 
etc.  Regarding 
sunset in other 
states, the scope 
varies (broad, 
narrow, repealed, 
suspended, etc.), 
see map in 
Chapter 4 for 
more detailed 
explanation of 
other states. 

budget audit and 
grew as it gained 
momentum.  The 
TPR identified areas 
to improve efficient 
of government 
service delivery. 

aim of 
restructuring most 
of the executive 
branch to save 
money and make 
necessary 
changes. 

conducting a 
“business 
process 
model” at the 
enterprise state 
level.  This 
first consisted 
of laying out 
the governor’s 
strategic goals, 
looking at 
where there 
was 
duplication 
and 
redundancies 
to combine 
those efforts, 
then 
determining 
what to do 
with large 
groupings of 
money in 
functions that 
were outside 
those strategic 
objectives.  
That laid the 
groundwork 
for which 
entities to look 
at, then Gov. 
Patton took 
into account 
political 
realities and 
personally 
determined 
which 
programs were 
out of bounds.' 

which included 
both How and 
What aspects.  
Using a standard 
methodology, 
each task force 
developed 
recommendations 
that presented the 
problem, solution, 
and 
implementation 
strategies. 

Project 

Leadership 

The original 
Director was Bill 
Wells.  After 17 
years of service, 
he was forced to 
resign and John 

Led by the 
Comptroller’s 
Office, staffed by all 
experienced state 
government people  
who had 

CPR was led by 
appointed 
officials with 
government 
experience, but 
with a distinct 

Ron Bingham 
was the 
Project 
Manager of 
Empower 
Kentucky. 

COMAP was 
chaired by a 
private sector 
executive.  The 
Lt. Gov and 
Commissioner of 
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Moore, the 
Interim Director, 
took over for 16 
months.  Joey 
Longley was 
appointed as 
Director in 1994 
and remains the 
organization’s 
director as of 
2008.  

institutional 
knowledge of the 
system they were 
examining. 

loyalty to the new 
governor and his 
views. 

Bingham had 
experience in 
re-engineering 
in the private 
sector for 
Lexmark 
International. 

Administration 
served as vice-
chairs; 2 senators, 
2 representatives,  
6 senior state 
executives, and 6 
consultants served 
on the 
commission. 

Staffing Sunset staff is 
comprised of 
highly educated 
and motivated 
individuals 
(about 30 staff).  
Most of the staff 
have graduate 
degrees  and are 
well respected by 
legislators for 
their field 
knowledge.  Due 
to the nature of 
the sunset 
mission, they are 
committed to 
keeping a “lean 
and mean” 
staffing ratio.  
Each agency up 
for review has a 
“sunset team” 
analyzing it and 
each team has a 
project director. 

PR is staffed by 
public sector 
people, primarily 
staff from the 
Comptroller and 
State Auditor’s 
Offices and a 
variety of staff from 
other agencies.  
Comptroller had 
authority/permission 
to obtain any staff 
he wanted from 
state government. 

CPR staff was a 
mix of public and 
private sector 
people (workers 
were primarily 
from the state 
agencies with 
some loaned 
executives). 

Led by a team 
of private 
consultants 
who worked 
together with 
state cabinet 
members. 

One consultant 
served as project 
director of 
COMAP; 107 
private and public 
loaned executives, 
and 40 
administrative 
staff made up the 
commission.  This 
mix also included 
a GM executive 
and public union 
representation. 

Funding $3.6 million two-
year budget 
appropriated 
from the Texas 
General 
Appropriations 
Act.  Sunset can 
be sunseted every 
two years, 
because the 
legislature can 

All public funds 
(from Comptroller’s 
budget). 

All public funds 
(from executive 
branch budget). 

Initial $103 
million from 
General 
Assembly. 

$150,000 in FY04 
for project 
management and 
mileage 
reimbursement. 
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Commission on 
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choose to cut its 
funding. 

Methodology Agencies go 
through a review 
process every 12 
years. Approx. 
20 to 30 agencies 
are up for review 
every round (1.5 
year review 
process during 
legislative 
interim). First, 
agencies submit a 
self-evaluation 
and sunset staff 
research the 
agency for 
several months.  
Recom-
mendations are 
made and 
presented to the 
Commission.  
Members hear 
public testimony 
on recom-
mendations and 
develop the final 
set of recs 
through a 
standard voting 
procedure.  
Based on adopted 
recs, legislation 
is filed to 
continue or 
modify the 
agency, which is 
terminated unless 
continued by the 
legislature.  
Amendments to 
the bill can be 
made at almost 
anytime during 
the actual 
legislative 

TPR attempted to 
improve 
government.  Team 
was not anti-
government, many 
of recommendations 
already existed and 
were awaiting an 
opportunity to be 
implemented. 

CPR focused on 
government 
reorganization as 
a way to drive 
savings. 

Consultants 
used the 
business case 
approach, 
searching for 
redundancies 
and overlap at 
the enterprise 
level. 

COMAP used a 3-
part methodology: 
1) Task forces 
examine a 
potential reform 
target by 
describing it, 
identifying 
problems, 
determining how 
topic relates to 
mission, and why 
it should even be 
considered.  
These issues were 
presented to the 
Steering 
Committee for 
approval or 
rejection. 
2) Task forces 
then analyzed 
solutions to the 
issue being 
investigated, 
including 
costs/savings, 
effectiveness of 
solutions and 
feasibility of 
implementation.  
3) Developing 
recommendations, 
including the 
rationale for how 
a rec would 
address the issue 
and describing 
strategies for its 
implementation 
(see list of 
requirements in 
chapter). The 
Committee then 
drafted a report 
and presented an 
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process and of 
course funding 
changes are made 
in the Approp-
riations Bill. 

executive 
summary to the 
governor (pp. 88-
90 in Paolinelli  
COMAP book). 

Public 

Access 

Members of the 
public can meet 
with sunset staff 
at anytime during 
the review.  They 
are also given the 
opportunity to 
testify publicly at 
commission 
hearings or 
submit opinions 
online through a 
feedback form.  
All sunset 
documents are in 
the public record.  
Additionally, 
once a sunset bill 
is introduced in 
the legislature, 
the public has the 
same 
opportunities to 
provide 
testimony and 
input as they do 
for all legislation 
in the process.   

Savings targets were 
leaked to press.  
TPR held many 
public hearings, and 
got a lot of publicity 
through public 
interaction 
(including public 1-
800 line for 
tips/advice).   

CPR had very 
little public 
access to 
information, 
which was not 
revealed until 
release of report.  
Groups (from 
Microsoft to the 
Sierra Club) 
could come speak 
to report writers , 
but no public 
hearings were 
held until after the 
report’s release. 

Empower 
Kentucky 
made big 
promises to 
the public up 
front, 
announcing a 
goal of saving 
$50 million a 
year. 

A press release 
backfired in 
Missouri, as 
people thought the 
project was too 
ambitious. 
Following this 
negative 
reception, Gov. 
Carnahan cut off 
press access, and 
closed public 
access to 
commission until 
recommendations 
were developed. 

Results 

Monitoring 

and Follow-

Up 

To date, Texas 
Sunset has 
abolished 52 
agencies and has 
saved the state an 
estimated $800 
million. Other 
accomplishments 
are difficult to 
quantify (many 
government 
efficiency and 
transparency 
recommendations 
have been 

The first TPR 
produced over $4 
billion in savings.  
A series of PRs 
occurred until 2004, 
when the PR was 
moved to the 
Legislative Budget 
Board. 

Almost nothing 
officially enacted.  
Agencies reported 
that, by 2005, 
they were 
enacting some 
recommendations. 
An estimate of 
approximately 
30% of 
recommendations 
enacted; the only 
large change 
occurred in the 
prison system. 

$700 million 
cumulative 
savings over 7 
years, with 
$300 million 
earmarked for 
public 
education 
improvements. 

Recommendations 
cut across 
departmental 
lines, and 
included 
workforce, 
automation, 
strategic planning, 
customer service, 
fiscal policy and 
efficiency; 121 of 
143 
recommendations 
were 
implemented. 
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adopted 
throughout its 30 
year existence).  
The fact that 
such a broad-
scope sunset 
organization has 
continued to exist 
in a state for 30 
years is viewed 
by some as a 
“success.” 

Inspiration Colorado sunset 
legislation and 
related political 
ideals. 

TPR was inspired 
by the fiscal crisis 
and its leaders’ “can 
do” attitudes, and it 
is unclear whether 
any book or theory 
inspired them. 

The primary 
inspiration came 
from a Reason 
Foundation 
(libertarian free 
market think 
tank) report on 
how to restructure 
the California 
budget. 

The Empower 
Kentucky 
basic 
philosophy 
was built on a 
business case 
model 
approach 
employed by 
Deloitte 
Consulting 
LLP. 

Based on a 
seminar given at 
the National 
Governor’s 
Association 
conference, with 
much of its 
guiding 
philosophy taken 
from David 
Osborne’s 
Reinventing 
Government. 
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Appendix P.  Critical Questions 

Mission: 

• What is your strategic mission and desired endstate? 

• Does the strategic mission conform with the stated mission and vision of your 
administration? 

• Does your initiative have a clear, concise, and realistic mission statement? 

• Are specific objectives defined? 

• Is the objective to make this program (itself) permanent, or is it a one-time effort 
(e.g., last through your administration)? 

• Is it modeled after another effort?  Which one (Grace, NPR, TPR, etc.)? 

• What will you do if your results fall short of your mission? Do you have a 
strategy for damage control? 

• Have you established a clear Commander’s Intent (CI) to deal with ambiguity? 

Sponsorship: 

• Are you willing to expend the political capital necessary to see this through? 

• Does the political sponsor have the power to carry the effort  and overcome 
political infighting? 

• Do you have a plan to "share the credit" with legislators?  Will you share credit 
with those on the other 'side of the aisle?' 

• Is the risk exposure worth the benefits? 

Economic Conditions: 

• Is there a fiscal crisis?  What is the state/federal fiscal situation?  Can it be 
leveraged as a catalyst for this program? 

• Are we doing this just to show the people that the governor is doing his or her part 
to cut spending?  

• Is saving money the main goal or do we want to increase efficiency and customer 
service? 

Political Environment: 

• What is the relationship between the executive branch and the legislature in 
conducting the review?  Is there legislative support? 

• Have you identified all critical stakeholders in the effort, and game-planned their 
potential motives relative to the initiative? 
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• What level of public involvement do you expect with your program?  Will you 
regularly publish your progress and solicit dialogue, or will your efforts be kept 
internal? 

• What would your strategy be if the public rejected your program, or if there was 
strong opposition to it? 

• How will you keep lawmakers, staff, and the public interested down the road? 

• What mechanism do you have to get past initial passivity or resistance to this 
program? 

• Have you outlined a specific change management plan? 

• Is continuous risk mitigation built into your plan? 

• Do you intend to include unions, private business, taxpayer groups, academics 
(for example) in the stakeholder buy-in process? 

• Are stakeholders aligned to ensure passage through the commitment point? 

Scope: 

• Is it government-wide, department specific, and/or cross-cutting?  One shot or 
cyclical? Single or multiple purpose?  

• Are we trying to analyze HOW a government does business or WHAT a 
government does? 

• What is the timeframe for your program? Is it flexible? 

• If you intend for your program to recur, how do you plan on institutionalizing it 
so that it lasts beyond administration changes? 

• Have you defined initial quick wins to gain momentum? 

• What are the major constraints?  (No layoffs, outsourcing, pay and benefits, etc.) 

• Are you first looking for quick wins, select targets, or trying to tackle every issue 
at once? 

• Are there legislative/congressional authorizing statutes for this effort?  Do they 
have a say in how the process works and its timeline? 

• Have you balanced risk and reward against full or incremental roll-out of the 
recommendations? 

Methodology: 

• Is there a requirement that the GAO, CBO, comptroller/auditor, or similar 
organizations conduct parallel assessments on proposed recommendations to 
ensure the integrity of the data/recommendations? 

• Is implementation built into the process beyond issuance of the report? 

• How will you measure performance and results? 
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• What will the government do with the saved revenue or freed-up manpower?  
How do you plan to capitalize on efficiencies realized? 

• Is a public relations campaign built into your workplan? 

• Have you built in a system to ensure the integrity of your data/recommendations? 

• How do you change gears/modify your methodology to address possible failures? 

• Will you establish a capital fund specifically for investments required by the 
reform effort? 

• How will you measure performance and results? 

• How are you selecting the departments, functions, programs for initial review and 
analysis?   

• Is the system of evaluation flexible and adaptive to different 
agencies/cabinets/organizations? (a.k.a can we look at a DoT differently than we 
look at a DoE or DoD?) 

Leadership: 

• Is the lead a public or private sector figure? What is his/her relationship to the 
political scene (understanding, conflicts of interest, etc.)? 

• What kind of commitment and priority has the senior executive (president, 
governor, mayor) given to the project director and the program/process? 

• Do you have an advisory or oversight board?  What is its public/private 
composition? 

• How will you organize the management structure of your program? Who will be 
accountable to whom? 

• Is there buy-in and powerful leadership in the executive AND legislative branch? 

Staffing: 

• What is the composition?  From where will you recruit your staff?  Will this 
include public employees, private citizens, consultants, experts, and academics?  
What about compensation? 

• Do you have a plan to “vet” both public and private staff members to match 
mission to need and ensure quality people? 

• Will the use of insiders, public servants affect the scope of the project? 

• If staff is from the private sector, do they understand the differences and 
complexities of how government is run?  If not, how do you plan to 
integrate/teach them? 



338 

 

Funding: 

• Is the source of the money public or private?  Is the request based on a detailed 
budget analysis of projected project cost? 

• How will you sell your program to the central budget /comptroller office, 
executive branch, and legislature in order to get discretionary funding? 

• Will you hire consultants? Do you have funding to do so? 

Public Access: 

• Targets announced publicly?  Any  public hearings?  What is the public access 
strategy? 

• How much input do you accept?  In what form? (hearings, town halls, internet, 
etc.) 

• What mechanisms do you plan to create to connect this effort to the public?  Does 
it facilitate maintaining interest for the long-haul? 

• How will you evaluate public sentiment? 

• How will you make the connection between this effort and the public 
constituency? 

• Are you prepared to leverage technological advances to access the public?  Online 
suggestion box?  Web 2.0?  Use of technology consultants? 

Results: 

• Will you define success?  When and how will we know the effort has been 
successful? 

• What is the method for measuring results and performance? 

• How do we measure the subjective aspects?  (e.g., quality of service, public 
confidence) 

• Which figures can be used to monitor results? (Percent of recommendations 
enacted into law?  Money saved compared to money spent for the project?) 

• Have we incorporated best practices and lessons learned into the implementation 
process? 

• Is there flexibility to acquire more resources (capital and people), and is that 
planned for in the budget? 

• Are the goals being realized?  

• Would the program look the same if you built it today?  What are the alternatives? 

Monitoring Process: 

• Have we assigned a proponent to every recommendation for follow up? 
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• What mechanism will incentivize implementation of the recommendations?   

• Will you require periodic checkups or monitoring of the project?  What metric 
will you use? 

• Does the methodology for implementation allow us to audit and report 
effectively? 

• How are potential cost savings treated/ assessed for accuracy/validity?  (budget 
staff, auditors, etc.) 

• Are partnerships still aligned?  What is the current state of stakeholder buy-in 
with respect to re-evaluation of this program?  Is the market receptive? 

• Have technological developments rendered this obsolete?  What tech environment 
do you want to operate in? 

• What new statutes (local/state/federal) can be leveraged to improve the 
program/agency? 

• What elements of the program/department would benefit from increased 
competition? 

• Have you balanced financial objectives with customer service objectives? 
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Appendix Q. LifeCycle Gates- Phases/Questions/Checklists 

Element / Phase Elements of the Policy Design to Execution Life Cycle 

Idea/Strategy • Idea trigger 

• Strong executive leadership 

• Initial policy options 

• Risk management (scope creep) 

Design • Stakeholder analysis/plan 

• Business/policy/political case 

• Policy option appraisal 

• Risk management (scope creep, loss of key support(ers), scandal, 
leak, change in economic environment, legislative politics) 

Commitment Point and 
Launch 

• Communication design 

• Bill, executive order, directive 

• Program/policy launch 

• Ownership / champion 

• Risk management (scope creep, loss of key support(ers), scandal, 
leak, change in economic environment, legislative politics) 

Implementation/Results • Strategic plan 

• Communications 

• Program management 

• Technology 

• Go live plan 

• Change management 

• Skill sets and training 

• Network management 

• Risk management (leadership change, scope creep, loss of key 
support(ers), scandal, cost escalation, change in economic 
environment, legislative politics) 

Re-Evaluation • Monitor ongoing results  

• Measurement and ongoing refinement 

• Risk management (leadership change, loss of key support(ers), 
change in economic environment, legislative politics) 

 

Element / Phase 
Critical Questions to Frame the Effort 

 (See Appendix P for the complete questions by category) 

Idea/Strategy • What is your strategic mission, goal, and desired endstate? 

• Does this mission conform with the mission and vision of your 
administration? 

• Are you willing to expend political capital through to 
implementation? 

• Are you trying to analyze HOW a government does business or 
WHAT a government does? 

• Have you established a clear Commander’s Intent (CI) to deal with 
ambiguity?  (CI is the process of ensuring that the intent, 
task/purpose, mission, and endstate are known throughout the 
organization.) 

Design • How will you organize the management structure?  Is this modeled 
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after a previous effort? 

• Have you identified critical stakeholders in the effort and game-
planned their potential motives and responses relative to the 
initiative? 

• Is your effort analyzing the entire government, individual programs 
and agencies, merely looking at cross-cutting functions (budgeting, 
procurement, HR)?  Is it a one shot analysis or cyclical and 
recurring? 

• What is the timeframe for the program through implementation?  Is 
it flexible? 

• Will your audit/comptroller/budget entities conduct parallel 
assessments to ensure integrity of the data/recommendations? 

• Have you built implementation beyond issuance of the report into 
the workplan? 

• How will you measure performance and results? 

• Is a public relations campaign built into your workplan? 

• What are the major constraints (no layoffs, no outsourcing, no 
change to pay and benefits)? 

• Does the legislature have a say in how the process works and its 
timeline? 

• Will you establish a capital fund specifically for investments 
required by the reform effort? 

• Will you staff the effort with public or private sector employees, 
consultants, or a mix of some/all? 

• How will you ensure a quality staff? 

• Have you conducted a detailed cost assessment of how much the 
review effort will cost? 

Commitment Point and 
Launch 

• Is there a fiscal crisis?  Can it be leveraged as a catalyst for this 
effort? 

• How will you make the connection between this effort and the public 
constituency? 

• Are stakeholders aligned to ensure passage through the commitment 
point? 

• Is the risk exposure worth the benefits? 

• Are you comfortable with the political alignment (key stakeholder 
support) at launch? 

• Are you willing to share credit with the legislature, other elected 
officials, etc.? 

• What is your strategy to counter public rejection or strong 
stakeholder opposition? 

• Will you announce targets publicly?  

• What is your public access strategy?  Will you hold public hearings? 

Implementation/Results • Do you have a series of quick wins to gain momentum? 

• How will you keep stakeholders interested during implementation? 

• Do you intend to include unions, businesses, taxpayer groups in the 
stakeholder buy-in process? 

• How will you measure performance and results?  How will you 
define success? 

• What kind of commitment has the political sponsor given the project 
director and staff? 

• How much input will you accept from stakeholders/public? 

• Have you assigned a proponent to every recommendation for follow 
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up? 

• What mechanisms will incentivize implementation of the 
recommendations? 

• Does the methodology for implementation allow us to audit and 
report effectively? 

• How are cost savings assessed for accuracy and validity?  
(budget/comptroller/audit staff) 

• Is there flexibility to acquire more resources (capital and people), 
and is that planned for in the budget? 

• Have we incorporated best practices and lessons learned into the 
implementation process? 

• Have you balanced risk and reward against full or incremental roll-
out of the recommendations? 

Re-Evaluation • What is the goal of the program?  Is it critical to the 
agency/department’s mission? 

• Are these goals being realized? [Why are you re-examining this 
program?] 

• What would you do with a clean slate? 

• Would the program look the same if you built it today?  What are the 
alternatives? 

• Are partnerships still aligned?  What is the current state of 
stakeholder buy-in with respect to re-evaluation of this program?  Is 
the market receptive? 

• Have technological developments rendered this obsolete?  What tech 
environment do you want to operate in? 

• What new statutes (local/state/federal) can be leveraged to improve 
the program/agency? 

• How will you evaluate the effectiveness of this program?  Have the 
performance measures changed to reflect the current environment?  

• How will you alter implementation based on the results of the re-
evaluation? 

• What elements of the program/department would benefit from 
increased competition? 

• Can changes be implemented given the current state of program 
technology or will it require a new tech roll out? 

• Have you balanced financial objectives with customer service 
objectives? 

• Do stakeholders have the ability/means to ‘weigh-in’ on the re-
evaluation process? 

• What outside help is needed to make program change?  Can this be 
done in house with re-training? 

 

Element / Phase Readiness Checklist before Moving on to Next Phase 

Idea/Strategy • Clearly defined mission 

• Mission alignment with administrative vision 

• Smart goal (feasible) 

• Commander’s Intent to handle ambiguity 

• Understand where the effort sits on the how-what continuum 

Design • Strong evidence base 

• Sufficient resources 

• Sufficient skills- staff composition 
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• Sufficient funds 

• Clear owner 

• Limited scope and cost 

• Failure mode analysis (analysis of potential failures [and effects] on 
a system) 

• Ability to adapt 

• Gameplan stakeholder motives and buy-in 

• Clear timeframe 

• Design through implementation 

• Clear performance measurement 

• Clear definition of success 

• Public access strategy  

Commitment Point and 
Launch 

• Capitalize on economic environment 

• Public access:  announcement-launch 

• Clear understanding of stakeholder positions 

• Political alignment firm 

• Risk-benefit analysis 

• Funding in place 

• Methodology for implementation prepared 

• Public relations strategy for launch 

• Credit sharing plan with stakeholders 

• Staffing decisions in place 

Implementation/Results • Quick wins identified 

• Continuous stakeholder involvement 

• Roll-out decision: full or incremental 

• Incentives for implementation 

• Cost savings/ recommendations audit 

• Actionable and accurate recommendations 

• Established team/methodology for re-evaluation 

Re-Evaluation • Program serves the mission / redefine mission statement 

• Alternative assessments/ comparisons 

• Stakeholder and market receptive to change 

• Leverage/harness new technology 

• Common evaluation methods /performance measures 

• Balance financial and customer objectives 

• Establish clear timeline 

• Public access / relations plan set 

• ** Incorporate critical components of all previous checklists 
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Appendix R.  Sample Methodologies Used by Reviews 

Texas Sunset Commission 

From the Sunset Review Process 

• Agency submits Self-Evaluation Report (SER) 

• Staff evaluates SER and develops review plan 

• Agency educates staff about its operations through overview meetings 

• Staff meets with interest groups, affected agencies, and other interested persons 
 
SER questions: 

• Agency Information 

• Key Functions and Performance 
o Provide an overview of your agency’s mission, objectives, and key 

functions 
o Do each of your key functions continue to serve a clear and ongoing 

objective?  Explain why each of these functions is still needed.  What 
harm would come from no longer performing these functions?  

o What evidence can your agency provide to show your overall 
effectiveness and efficiency in meeting your objectives? 

o Does your agency’s enabling law continue to correctly reflect your 
mission, objectives, and approach to performing your functions?  Have 
you recommended changes to the Legislature in the past to improve our 
agency’s operations?  If so explain.  Were the changes adopted? 

o Do any of your agency’s functions overlap or duplicate those of another 
state or federal agency? Explain if, and why, each of your key functions is 
most appropriately placed within your agency. How do you ensure against 
duplication with other related agencies? 

o In general, how do other states carry our similar functions? 
o What key obstacles impair your agency’s ability to achieve its objectives? 
o Discuss any changes that could impact your agency’s key functions in the 

future (e.g., changes in federal law or outstanding court cases). 
o What are your agency’s biggest opportunities for improvement in the 

future? 
o In the following chart, provide information regarding your agency’s key 

performance measures included in your appropriations bill pattern, 
including outcome, input, efficiency, and explanatory measures. 

• History and Major Events 

o Provide a timeline of your agency’s history and key events 

• Policymaking Structure 
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o Complete the following chart providing information on your policymaking 
body members.  (Member Name, Term/Appointment Dates/Appointed by, 
Qualifications, City) 

o Describe the primary role and responsibilities of your policymaking body. 
o How is the chair selected? 
o List any special circumstances or unique features about your policymaking 

body or its responsibilities. 
o In general, how often does your policymaking body meet?  How many 

times did it meet in FY 2006? In FY 2007? 
o What type of training do members of your agency’s policymaking body 

receive? 
o Does your agency have policies that describe the respective roles of the 

policymaking body and agency staff in running the agency? If so, describe 
these policies. 

o What information is regularly presented to your policymaking body to 
keep them informed of your agency’s performance? 

o How does your policymaking body obtain input from the public regarding 
issues under the jurisdiction of the agency?  How is this input incorporated 
into the operations of your agency? 

o If your policymaking body uses subcommittees or advisory committees to 
carry out its duties, fill in the following chart. (Name of subcommittee or 
advisory committee, Size/Composition/How are members appointed, 
Purpose/duties, Legal basis for committee) 

• Funding 
o Provide a brief description of your agency’s funding 
o List all riders that significantly impact your agency’s budget. 
o Show your agency’s expenditure by strategy 
o Show your agency’s objectives of expense for each category of expense 

listed for your agency in the General Appropriations Act FY 2007-2008. 
o Show your agency’s sources of revenue.  Include all local, state, and 

federal appropriations, all professional and operating fees, and all other 
sources of revenue collected by the agency, including taxes and fines. 

o If you receive funds from multiple federal programs, show the types of the 
federal funding sources. 

o If applicable, provide detailed information on fees collected by your 
agency. 

• Organization 
o Provide an organizational chart that includes major programs and 

divisions, and shows the number of FTEs in each program or division. 
o If applicable, fill in the chart below listing field or regional offices. 
o What are your agency’s FTE caps for FY 2006-2009? 
o How many temporary contract employees did your agency have as of 

August 31, 2006? 
o List each of your agency’s key programs or functions, along with 

expenditures and FTEs by program 
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• Guide to Agency Programs 
o Provide the following information at the beginning of each program 

description: 
� Name of program or function 
� Location/division 
� Contact Name 
� Actual Expenditures, FY 2006 
� Number of FTEs as of August 31, 2006 

o What is the objective of this program or function? Describe the major 
activities performed under this program 

o What evidence can you provide that shows the effectiveness and 
efficiency of this program or function?  Provide a summary of key 
statistics and performance measures that best convey the effectiveness and 
efficiency of this function or program 

o Describe any important history regarding this program not included in the 
general agency history section, including how the services or functions 
have changed from the original intent. 

o Describe who or what this program or function affects. List any 
qualifications or eligibility requirements for persons or entities affected. 
Provide a statistical breakdown of persons or entities affected. 

o Describe how your program or function is administered. Include 
flowcharts, timelines, or other illustrations as necessary to describe agency 
policies and procedures. List any field or regional services. 

o Identify all funding sources and amounts for the program or function, 
including federal grants and pass-through monies. Describe any funding 
formulas or funding conventions. For state funding sources, please specify 
(e.g., general revenue, appropriations rider, budget strategy, fees/dues). 

o Identify any programs, internal or external to your agency, that provide 
identical or similar services or functions. Describe the similarities and 
differences. 

o Discuss how the program or function is coordinating its activities to avoid 
duplication or conflict with the other programs listed in Question H and 
with the agency’s customers. If applicable, briefly discuss any 
memorandums of understanding (MOUs), interagency agreements, or 
interagency contracts. 

o If the program or function works with local, regional, or federal units of 
government include a brief description of these entities and their 
relationship to the agency. 

o If contracted expenditures are made through this program please provide: 
� The amount of those expenditures in fiscal year 2006 
� The number of contracts accounting for those expenditures 
� A short summary of the general purpose of those contracts overall 
� The methods used to ensure accountability for funding and 

performance 
� A short description of any current contracting problems 
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o What statutory changes could be made to assist this program in 
performing its functions? Explain.  

o Provide any additional information needed to gain a preliminary 
understanding of the program or function. 

o Regulatory programs relate to the licensing, registration, certification, or 
permitting of a person, business, or other entity.  For each regulatory 
program, if applicable, describe : 

� Why the regulation is needed 
� The scope of, and procedures for, inspections or audits or regulated 

entities 
� Follow-up activities conducted when non-compliance is identified 
� Sanctions available to the agency to ensure compliance 
� Procedures for handling consumer/public complaints against 

regulated entities.    
o For each regulatory program, if applicable, provide the following 

complaint information. The chart headings may be changed if needed to 
better reflect your agency’s practices.  

� Total number of regulated persons 
� Total number of regulated entities 
� Total number of entities inspected 
� Total number of complaints received from the public 
� Total number of complaints initiated by agency 
� Number of complaints pending from prior years 
� Number of jurisdictional complaints found to be without merit 
� Number of complaints resolved 
� Average number of days for complaint resolution 
� Complaints resulting in disciplinary action: 

• Administrative penalty 

• Reprimand 

• Probation 

• Suspension 

• Revocation 

• Other 

• Statutory Authority and Recent Legislation 
o Fill in the following chart, listing citations for all state and federal statutes 

that grant authority to or otherwise significantly impact your agency. Do 
not include general state statutes that apply to all agencies, such as the 
Public Information Act, the Open Meetings Act, or the Administrative 
Procedure Act. Provide information on Attorney General opinions from 
FY 2003 - 2007, or earlier significant Attorney General opinions, that 
affect your agency’s operations. 

o Provide a summary of recent legislation regarding your agency by filling 
in the chart below or attaching information already available in an agency-
developed format. Briefly summarize the key provisions. For bills that did 
not pass, briefly explain the key provisions and issues that resulted in 
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failure of the bill to pass (e.g., opposition to a new fee, or high cost of 
implementation). 

• Policy Issues 
o The purpose of this section is to briefly describe any potential issues raised 

by your agency, the Legislature, or stakeholders that Sunset could help 
address through changes in statute to improve your agency's operations 
and service delivery. This section is intended to give the Sunset 
Commission a basic understanding of the issues so staff can collect more 
information during our detailed research on your agency. Some questions 
to ask in preparing this section may include: (1) How can your agency do 
a better job in meeting the needs of customers or in achieving agency 
goals? (2) What barriers exist that limit your agency=s ability to get the 
job done? 

o Emphasis should be given to issues appropriate for resolution through 
changes in state law. Issues related to funding or actions by other 
governmental entities (federal, local, quasi-governmental, etc.) may be 
included, but the Sunset Commission has no authority in the 
appropriations process or with other units of government. If these types of 
issues are included, the focus should be on solutions which can be enacted 
in state law. This section contains three components: 

� Background – Including enough information to give context for the 
issue.  Information helpful in building context includes: 

• What specific problems or concerns are involved in this 
issues? 

• Who does this issue affect 

• What is the agency’s role related to the issues? 

• Any previous legislative action related to the issue? 
� Possible Solutions and Impact – Provide potential 

recommendations to solve the problem.  Feel free to add a more 
detailed discussion of each proposed solution including: 

• How will the proposed solution fix the problem or issue? 

• How will the proposed change impact any entities or 
interest groups? 

• How will your agency’s performance be impacted by the 
proposed change? 

• What are the benefits of the recommended change? 

• What are the possible drawbacks of the recommended 
change? 

• What is the fiscal impact of the proposed change? 
o Brief Description of Issues 
o Discussion 
o Possible Solutions and Impact 

• Other Contacts 
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o Fill in the following chart with updated information on people with an 
interest in your agency, and be sure to include the most recent e-mail 
address. 

� Interest Groups 
� Interagency, State, or National Associations 
� Liaisons at other State Agencies 

• Additional Information 
o Fill in the following chart detailing information on complaints regarding 

your agency. Do not include complaints received against people or entities 
you regulate. The chart headings may be changed if needed to better 
reflect your agency’s practices. 

� Number of complaints received 
� Number of complaints resolved 
� Number of complaints dropped/found to be without merit 
� Number of complaints pending from prior years 
� Average time period for resolution of complaint 

o Fill in the following chart detailing your agency’s Historically 
Underutilized Business (HUB) purchases. 

� Heavy Construction 
� Building Construction 
� Special Trade 
� Professional Services 
� Other services 
� Commodities 

o Does your agency have a HUB policy? How does your agency address 
performance shortfalls related to the policy? 

o For agencies with contracts valued at $100,000 or more: Does your agency 
follow a HUB subcontracting plan to solicit bids, proposals, offers, or 
other applicable expressions of interest for subcontracting opportunities 
available for contracts of $100,000 or more? 

o For agencies with biennial appropriations exceeding $10 million, answer 
the following HUB questions: 

� Do you have a HUB coordinator? 
� Has y agency designed a program of HUB forums in which 

businesses are invited to deliver presentations that demonstrate 
their capability to do business with your agency? 

� Has your agency developed a mentor-protégé program to foster 
long-term relationships between prime contractors and HUBs and 
to increase the ability of HUBs to contract with the state or to 
receive subcontracts under a state contract? 

o Fill in the chart below detailing your agency's Equal Employment 
Opportunity (EEO) statistics 

� Job Category 
� Total positions 
� Minority Workforce Percentages 
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o Does your agency have an equal employment opportunity policy? How 
does your agency address performance shortfalls related to the policy? 

• Agency Comments 
o Provide any additional information needed to gain a preliminary 

understanding of your agency. 
 

 National Performance Review 
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Missouri Commission on Management and Productivity (COMAP) 

In Missouri, the project manager, an IBM Consulting hire, was responsible for 
developing the methodology for the Commission.  She did this by interviewing the 
commissioner and selected members of the planning committee to fully grasp the state’s 
needs.   

She based her methodology on four criteria:  

1. Simplicity and ease of understanding. 

2. Promotes consistency across recommendations and in presentation. 

3. Facilitates ease of comparison to establish priorities for implementation. 

4. Helps provide guidelines to assist the State in implementation. 

The methodology has three phases: 

PHASE 1 �  Task Forces identify and select issues for consideration. 

1. Task forces take three weeks to define, select, and prioritize issues using the 
following guidelines: 

a. Define the topic. 

b. Describe the current problem or issues the study of this topic would 
address. 

c. Determine how this topic relates to the mission statement. 

d. Decide why the topic would merit the subsequent attention of the task 
force given the limited amount of time available for analysis. 

2. The chairs of the task forces then present the topics to the steering committee for 
direction and approval. 

PHASE 2 �  Analyzing issues and identifying alternative solutions. 

1. Task forces meet for ten weeks to analyze issues, identify alternatives, and 
determine the merits of possible solutions including the anticipated costs and/or 
savings, the probably effectiveness of the alternative and the feasibility of 
implementation 

2. Prepare an interim status report describing the issues, the possible alternatives 
available to address the issues, and the selected preferred alternatives. 

3. Task force chair present the preliminary findings to the steering committee for 
direction and guidance prior to Phase 3.   

PHASE 3 �  Developing recommendations  (NOTE: 5 of the 8 sections in each 
recommendation are specifically focused on implementation) 

1. Develop and present recommendations in the following form: 
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i. State the recommendation in one brief sentence.  The recommendation 
should be action oriented and begin with a verb. 

ii. Describe the issue or problem. 

iii. Provide the rationale as to how this recommendation is expected to resolve 
the issue or problem. 

iv. Identify the potential savings achieved by this recommendation and/or the 
overall costs for implementation and the likely source of funds. 

v. Identify the mechanisms for implementation, such as, new legislation, 
revisions to regulations, budget proposal, management decision, or other 
means. 

vi. Identify who or what agency should be accountable for implementation. 

vii. Provide an expected timeline for implementation. 

viii. Identify any other strategies that would foster successful implementation. 

2. The Task forces had six weeks to conduct comprehensive analyses and prepare 
these findings and recommendations for the draft final report.   

3. Task force chairs would present the draft to the steering committee. 

4. Task forces would spend two more weeks making final revisions and submit the 
final report. 

5. Project manager and steering committee would develop an executive summary 
and present it and the six task force reports to the governor at their final meeting. 

 

 

Source:  Marcie Paolinelli, Toward a Theory of Large-Scale Organizational Change: Administrative 

Reform in the State of Missouri  (University of Southern California, 1996), pp. 87-90. 
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Empower Kentucky 

 

 


