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E&P recommends that the Judicial Council direct the Administrative Director
JUDICIAL COUNCIL | of the Courts to develop a procedure to accurately report and make

DIRECTIVE available information on potential costs of projects and impacts to the
courts.
SEC The AOC must accurately report and make available information on

RECOMMENDATION | potential costs of projects and impacts to the courts.

RESPONSE (check applicable boxes)

[ This directive has been completed and implemented:

W File Attachment

| This directive is forwarded to the Judicial Council with options for consideration:

1] File Attachment

v Other:

EXTENSION BEING REQUESTED TO OCTOBER 2013

Directives 7-13, 21, 40, 91, and 145 have been combined as part of a broader review and policy
discussion relating to the development of a cost-benefit analysis proposal for the AOC, which will be
provided at a later date.

Staff will utilize the state Department of Finance’s “Budget Analyst Guide” (see attached or access
the full site here: http://www.dof.ca.gov/fisa/bag/bagtoc.htm) as an initial framework for developing
related processes and procedures for the Administrative Office of the Courts. Specifically, the
following sections Types of Analysis (see attached or access online here:
http://www.dof.ca.gov/fisa/bag/typesof.htm) and Analysis of Budget Items (see attached or access
online here: http://www.dof.ca.gov/fisa/bag/The%20analysis%200f%20Budget%20lssues.htm) will
serve as the basis of training for appropriate staff from the offices and divisions to ensure that the
fiscal and programmatic analyses are completed when issues require them. Since the training




material is general in nature, each office and division will be able to use these resources to meet the
individual needs of the program, whether it be completing a grant request for federal funds or a
budget change proposal, to name a few.

CS Added Narrative:
The following narrative represents excerpts from the budget guide referenced above:

"Types of Analysis: The Key Element in a BCP (or other Proposal) is Data to justify the resource level
being proposed. Most proposals request specific amounts of staff and funds. These requests should
be supported by equally specific calculations. To the extent that specificity is lacking, the analyst may
be required to fill in the gaps in order to develop a recommendation. Usually, this kind of analysis
starts with a zero-augmentation assumption and builds in components as they are specifically
justified on an individual basis. For example, a particular solution may involve several different types
of staff in field offices, headquarters management, and in the Administration Division, each
developed on a different basis. In summary, in this type of situation we start with zero and add in
resources as they are justified by specific calculations. As a general rule, if you cannot understand
were the number comes from, do not add it in."

"Analysis of Budget Items: Finance uses the analytic process to develop recommendations on
budget proposals, legislation, and other initiatives and issues that may financially impact the
State. Preparing solid recommendations is the foundation for our advisory role to the Governor's
Office and our role in representing the Administration.

Fiscal - Finance's primary role is to provide analyses of fiscal issues or problems. To that end, we
review budget change proposals, legislation, initiatives, regulations, and reports to analyze fiscal
impacts. Fiscal analyses answer such questions as: How much will (or should) this proposal or
program cost (or save) the State? How much revenue will it generate?

Policy — While not our main role, Finance staff may also perform policy analysis such as when
reviewing legislative proposals. Policy analysis is intended to help decision-makers make choices
about governmental programs and governmental regulation of individuals and organizations. Policy
analysis focuses on such questions as: What is the likely impact of this policy on the public in
general, and on specific groups or organizations? Policy analysis can be done from the perspective
of known priorities and policies, or without such political preconditions.

Policy combined with fiscal—Most often Finance’s analyses include a combination of fiscal and policy
issues. For example, Finance analysts review a Budget Change Proposal to assess the
reasonableness of the estimated fiscal impacts but also assess the proposed policy objective in
relation to the Administration’s priorities. The resulting recommendation thus may indicate that the
proposed funding augmentation (or reduction) should be modified depending on whether the policy
objective is deemed to be of high or low priority by the Administration. The recommendation may
also suggest an option that provides a lower (or higher) level of attainment of the policy objective,
including arguments supporting that level."

In addition, the Fiscal Services Office will confer with other state entities on their respective reporting
procedures in an effort to develop the most effective method for the AOC and the branch.

It should be recognized that the administration and maintenance of policies and procedures is an
ongoing process of continuous improvement, and although milestones can be achieved, this is an
ongoing process.
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IFERMIA DEFARTHMENT OF FiINARKDE

TYPES OF ANALYSIS
BCPs or other issues involving a proposed augmentation

1. Have the department or group proposing the augmentation clarify
what the problem is. All too frequently problem statements are
either missing, too brief or too general to be sufficiently clear and
guantifiable, discuss symptoms rather than real problems, or are
stated in terms of the solution (e.g., "the problem is we don't have
the 14 additional staff we need"). The analyst's role is to find out if
there is a public need which is not being addressed, i.e., what is
the problem outside of building? Things like crime, pollution, and
poverty are possibilities; the lack of staff, microcomputers, and
travel funds are not. Moreover, the problem should be quantified
as much as possible so that a quantifiable solution can be arrived
at. This should address:

the extent of the problem

how this varies from a "normal” or acceptable situation
how many individuals are experiencing the problem
where this problem is located geographically

need statements should answer the question "why?"

S N

2. Consider Alternatives for Solving the Problem. Most BCPs
provide two: (1) do nothing and (2) accept our proposal. Do not be
deterred by the apparent lack of creativity on the part of some.
There is more than one way to solve a problem, especially in an
era of constantly changing technology. You might consider:

automation

program restructuring

restructuring systems and procedures
consolidation of functions

Qoo

3. The Key Element in a BCP (or other Proposal) is Data to justify
the resource level being proposed. Most proposals request
specific amounts of staff and funds. These requests should be
supported by equally specific calculations. To the extent that
specificity is lacking, the analyst may be required to fill in the gaps
in order to develop a recommendation. Usually, this kind of
analysis starts with a zero-augmentation assumption and builds in
components as they are specifically justified on an individual basis.

http://www.dof.ca.gov/fisa/bag/typesof.htm 6/3/2013
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For example, a particular solution may involve several different
types of staff in field offices, headquarters management, and in the
Administration Division, each developed on a different basis. In
summary, in this type of situation we start with zero and add in
resources as they are justified by specific calculations. As a
general rule, if you cannot understand were the number comes
from, do not add it in.

. If they lowballed the bill analysis, they should live with it in the
BCP.

Workload Issues

In past years, departments were usually funded for agreed to
workload increases. More often than not, in recent years with
severe budget restraints and no or insufficient funds available
to meet mandatory requirements, workload often is not
funded. Departments are required to redirect resources or
find other alternatives. Despite that, workload analysis is an
important Finance activity.

. The key variables in workload issues are:

a. the volume of work to be accomplished, generally
referred to as workload

b. the current staffing level

c. the workload completed with current staff

. The ratio of workload being currently completed to current staff will
usually provide a good estimate of the productivity rate. The ratio
of the workload to be accomplished to the productivity rate is the
number of staff required to complete that workload. Example—
CAL/OSHA elevator inspectors will inspect about 27,500 elevators
this year for safety requirements. Next year the number will
increase to 28,500. Currently there are 40 inspectors. How many
are needed for next year?

Answer 27,500 = (Number of
687.5 elevators
40 (1 inspector
can
inspect)

http://www.dof.ca.gov/fisa/bag/typesof.htm 6/3/2013
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28,500 _ 415 _(Number of
Inspectors)
687.5 (needed )

Therefore, 1.5 additional inspectors would be justified on a
workload basis. Further, there is one clerical staff for every 4
inspectors in the program, so the addition of 1.5 inspectors
would justify 1.5 X .25 or 0.4 of a clerical position, for a total
of 1.9 PYs.

3. Sometimes it is necessary to pursue additional justification for the
volume of workload projected, depending on historical patterns.
Also there may be ways to increase current productivity rates
without adding staff by changing procedures or by automating
certain functions. The workload calculations should be performed
only after the analyst is satisfied with the data that goes into those
calculations.

4. Never accept a duty statement as workload justification. Anyone
can fill up 40 hours per week with activities. This has no
relationship to the external workload, how it is changing, and what
staffing implications it has.

5. Workload may fluctuate throughout the year. Our policy is usually
not to staff a unit for peak workload demands (with the possible
exception of temporary help funds where warranted, such as the
Franchise Tax Board), but rather to support staffing to process the
average workload level.

6. Workload standards are useful if they have been validated and we
have agreed to them. Departments should be encouraged to
develop them. Even if this hasn't been done prior to writing the
BCP, it may be possible to use time sheet and other activity data
to put together some useful standards. But be careful, before
proceeding, apply the workload standards to last year's work.

Does the analysis show it would require 20 PYs to do the work that
you know they did with 10 PYs?

7. Be careful of backlog statistics. There is a difference between and
backlog and a working inventory. A backlog measurement should
exclude:

a. workload which is currently being processed

http://www.dof.ca.gov/fisa/bag/typesof.htm 6/3/2013
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b. workload which can be processed in a reasonable or
statutorily required length of time

c. workload which has been set aside because it is
incomplete, waiting for additional information, or
otherwise cannot be processed.

National Association of State Budget Officers (NASBO)

For other types of analyses, see the NASBO training Series
Program, Module 6: Analytical Methods for Budget Analysts.

(March 3, 2011) (Analytic/BOS/PBM/APBM)

http://www.dof.ca.gov/fisa/bag/typesof.htm 6/3/2013



THE ANALYSIS OF BUDGET ISSUES Page 1 of 7

A.

ML FORNA DEPARTMENT OF FINANGE

ANALYSIS: Principles and Practices for DOF Analysts
What is Analysis?

Analysis is the process by which issues are separated into their component parts and each part
and the interaction among the parts are systematically investigated. Later the components of an
issue are put back together in a logical way to support a conclusion and recommendation.

You can also think of analysis as the process by which we attempt to answer such questions as
follows, regarding a proposal, activity, program or process.

e Who or what is affected?

e What is/are the effects?

e How and when does/will it operate?

e How much does/will it cost?

e Who is raising the issue or making the proposal, and why?

e How might the problem/issue be resolved?
And the final question upon completing an analysis should always be: "Does this make sense?"
Typical Types of Finance Analyses

Finance uses the analytic process to develop recommendations on budget proposals,
legislation, and other initiatives and issues that may financially impact the State. Preparing solid
recommendations is the foundation for our advisory role to the Governor's Office and our role in
representing the Administration.

1. Fiscal - Finance's primary role is to provide analyses of fiscal issues or problems. To that
end, we review budget change proposals, legislation, initiatives, regulations, and reports to
analyze fiscal impacts. Fiscal analyses answer such questions as: How much will (or
should) this proposal or program cost (or save) the State? How much revenue will it
generate?

2. Policy — While not our main role, Finance staff may also perform policy analysis such as
when reviewing legislative proposals. Policy analysis is intended to help decision-makers
make choices about governmental programs and governmental regulation of individuals and
organizations. Policy analysis focuses on such questions as: What is the likely impact of
this policy on the public in general, and on specific groups or organizations? Policy analysis
can be done from the perspective of known priorities and policies, or without such political
preconditions.

3. Policy combined with fiscal—Most often Finance’s analyses include a combination of
fiscal and policy issues. For example, Finance analysts review a Budget Change Proposal
to assess the reasonableness of the estimated fiscal impacts but also assess the proposed
policy objective in relation to the Administration’s priorities. The resulting recommendation
thus may indicate that the proposed funding augmentation (or reduction) should be modified

http://www.dof.ca.gov/fisa/bag/The%?20analysis%200f%20Budget%20lssues... 6/3/2013



THE ANALYSIS OF BUDGET ISSUES Page 2 of 7

depending on whether the policy objective is deemed to be of high or low priority by the
Administration. The recommendation may also suggest an option that provides a lower (or
higher) level of attainment of the policy objective, including arguments supporting that level.

Sometimes the deadline for an analysis is so short that the analysis must be “quick and dirty”
and largely based on assumptions since time is not available to gather more information. In
these cases it is helpful if the assumptions can be based on historical information or on data
from a similar program or activities. In other cases (such as when asked to prepare “Issue
Memos”), Finance may have time to prepare a more expansive analysis.

For more details on some of the specific types of items analyzed at Finance, see Bill Analysis,
and BCPs, Writing Effective.

C. Steps in Analysis

Academicians identify various analytical approaches, which can generally be
summarized into six basic steps. (See Analysis, Policy, and Problem Solving for a
detailed summary of various analytical approaches.)

1. Define the Problem

Clearly identify the stated issue/problem. Is there really a problem? Sift through

extraneous material to identify the real, underlying problem or need (which may not be

the same as the stated issue or problem).

¢ How big is the problem? Quantify, if possible.

e How did the problem arise? When? What perpetuates it? Outline the history of the
issue/problem.

e Who and/or what does the problem impact? When? What are the current laws,

regulations and/or programs addressing the problem?

2. Gather Information

e Consider: What do you need to know to define and analyze the issue/problem, and to
recommend a solution? How much time do you have?

e Ask questions (repeatedly if necessary) to get the information needed. Also be
conscious of and respect others’ time and workload constraints, however.

e Be skeptical. Challenge the sources; don’'t assume the information is correct. Try to
verify it or test it against other information to determine its accuracy or reasonableness.

e Think through varied viewpoints on the issue (not just the Administration’s current
perspective). Talk to both proponents and opponents to gain additional political and
programmatic insights.

e Ask follow up questions.

e If you cannot get the information you want in the time (or from the sources) available,
can you make assumptions to work around it or develop rough estimates? Document
the basis for your assumptions.

e Look at other previous analyses/studies of the issue.

e Note that if the time is late (after 5 p.m.) or short (“quick and dirty” analyses) you still
may be able to contact the Legislative Analysts’ staff, legislative committee staff, (or for
bills, the author's or sponsor’s office, too) for some information, even if the department
staff are not available.

3. Consider Alternatives

e What are all the feasible options? Consider for example, taking no action; altering an

http://www.dof.ca.gov/fisa/bag/The%?20analysis%200f%20Budget%20lssues... 6/3/2013
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existing law, regulation, process, or program; creating a new law or program, etc.

What can government do (e.g., mandate, regulate, subsidize, create incentives, tax,
provide information, privatize), and what might be effective in this situation?

What other programs (public or private) or laws (state or federal) address this problem?
What have other states done to address this problem?

What has Finance recommended on this type of issue in the past?

Should the State be involved at all?

Determine Criteria for Evaluating Alternatives

Examples of criteria:

Efficiency - Cost-benefit, cost effectiveness, productivity

Equity - Is it fair? Who gains, who loses? By how much?

Effectiveness - Will it solve the problem? How much will it solve?

Feasibility - Legal, administrative, political (e.g., the current political environment)
Uncertainty and risk - What could go wrong? How costly? How likely?

Priority for funding given current state fiscal constraints and Administration policies
Consistency with Administration goals and policies and expectations

Evaluate Alternatives

Measure each alternative against the criteria.
Weigh the trade-offs (e.g., better service vs. higher cost; lower cost vs. higher risk)

Make Recommendation

Pull the information together to form conclusions, and then make recommendations.

Be creative. Policy analysis affords opportunities to develop creative compromises and
unique solutions to address problems. Although Finance is not a "think tank," we can
occasionally be the source of new policy ideas.

Anticipate the Administration. Try to recommend at least one option likely to be
preferred by the Administration (based on what you know of the current policies and
priorities).

Recommend more than one feasible alternative for the decision-makers to consider
(e.g., in times of limited funds recommend the preferred activity and funding level, and
some feasible lower level).

Review your analysis and ask if it all “makes sense.” Can a reader follow the logic from
the problem identification through the alternatives to the recommendation?

Check to see how critical any information (both included and omitted) is to the
recommendation.

Critique and supplement (or pare down) the information as needed.

D. Communicating Your Analysis
To be effective, an analysis must be clearly communicated to the decision-makers and other
interested parties.

1.

Types of Presentations

Oral presentations in meetings

Budget change proposal (BCP) write-ups
Bill analyses

Legislative testimony

http://www.dof.ca.gov/fisa/bag/The%?20analysis%200f%20Budget%20lssues... 6/3/2013
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e Press packets or contacts

e Governor’s Budget Summary ("A-pages”) and other public reports

e Issue Memos

e One-on-one discussion/negotiation with LAO and departmental staff

2. Presentation Style

e« Narrow focus. Finance does not typically produce lengthy study reports that thoroughly
analyze all aspects of major policy issues. Finance's analyses tend to focus in on the
fiscal impacts to state government and, in particular, to the General Fund.

o Related to specific decisions. Our analyses tend to focus on information needed to
make a specific decision, and normally will recommend a specific action on an issue.

e Brief and clear. Finance does not get much time to speak its piece; often one or two
lead sentences have to carry the presentation.

¢ Unbiased/nonpartisan, but politically informed. Although we work for the Governor and
do analysis in the context of known Administration policy and perspective, Finance staff
should be prepared to argue all sides of an issue (e.g., in Administration decision-
making meetings). Recommendations on issues should reflect a balance between what
might be acceptable to the Administration, and other considerations, including other
viewpoints relevant to a decision. (Finance staff should not expect to promote personal
political views, however.)

e Original and active. Use active (not passive) voice as much as possible, and state your
thoughts without plagiarizing others’ analyses (e.g., departments’ analyses or
documents).

o Professional. Both oral and written presentations should be made keeping in mind our
professional staff role.

3. Traditional Biases of Finance

e Low cost/high benefit

e Proven effectiveness

e High priority

¢ Fundable by redirection of existing resources
e Consistent with Administration goals

4, Other Considerations

e Preparation. Finance staff are some of the main spokespersons for the Administration,
and as such are expected to be able to explain and defend the Administration’s position
(e.g., on budget proposals) before the Legislature and in answering press calls. Be sure
your analysis is adequate to support and defend the recommendations.

e Audience. Be aware of who reads and/or needs the information, and focus the
presentation to address their level(s) of knowledge. Give adequate information to
understand the issue and recommendation.

¢ Timing. Be sensitive to whether a decision maker can be receptive to a proposed policy
and whether the issue's time has come. Often we are not the best organization to raise
an issue; it may be better raised by agency/department staff or others with policy-making
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E.

authority.

Respect for hierarchies. Finance staff should understand and respect the hierarchy of
Finance and of other departments and agencies we work with. It is important to
differentiate the positions that may be taken by various levels in a department and the
degree to which top management has (or has not) approved a particular position.
Flexibility. The Administration may decide on a different option that you recommend.
Be ready and willing to revise your analysis to further detail the selected option, and/or
reframe the issue, if necessary.

Disassociation. Although it can be hard to do, Finance staff should not let themselves
get too personally committed to policy recommendations they make or view
nonacceptance as a "personal defeat."

Developing Policy Analysis Skills/Knowledge

The foundation for any analysis is a thorough working knowledge of your program/subject
areas; the issues; and State processes, priorities, and fiscal constraints. The following are
some tips on the sources and types of information you should gather (an ongoing process), and
how to manage your time to complete analyses.

1.

o

Sources of Information.

Following are some suggested sources and methods for developing your policy
understanding and analytical skills. You will be engaged in many of these activities in
the course of your work, but take advantage of slow moments for further research and
discussion of policy issues in your area.

Read texts, articles, books, and analyses done by others (e.g., scholars,
advocates, the Legislative Analyst, Bureau of State Audits)

Learn the history (e.g., talk to or review written work of your predecessors on the
assignment)

Listen to others who already know the programs and issues well (e.qg., talk with
department staff when reviewing various documents)

Discuss issues with advocates and constituents

Take field trips to visit program staff and projects in the field
Learn by doing (jump into your assignment!)

Areas of Knowledge

Program Knowledge. The foundation for any analysis is a thorough working
knowledge of the program being addressed. No analytical technique can replace
basic information about how the program works. Such knowledge typically
includes: the program'’s purpose, who and how many it serves, what it provides,
how services are delivered, the current costs, criteria for expending the funds,
how the program evolved (e.g., what were key decision points in program’s
history), and the trends in terms of revenues, expenditures, staffing, and
workload data.

Knowledge of the State’s current fiscal situation and constitutional
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constraints. Less than ten percent of the budget is discretionary. Some of the key
factors limiting State expenditures are: the State Appropriations Limit (SAL),
Proposition 98, other Constitutional requirements, entitlement programs,
statutory COLAs, and legal obligations. Other constraints not set in the
Constitution or statute but which are as, or nearly as, restraining, include:
General Fund revenues, General Fund reserves, federal budget actions directly
affecting the State’s budget, tax expenditures, public safety expenditures,
revenue-producing activities, and budget agreements.

In analyzing budget issues, it is important to keep these factors in mind and know where
we are relative to the major constraints. This will tell you whether we have some
flexibility and can entertain discretionary proposals, or whether we’re going to have to
recommend reductions.

c. Knowledge of other Administration and Department of Finance Priorities. Current
State policies and priorities (such as those outlined in the Governor’'s Budget Summary
or Budget Highlights, or the State of the State Address) need to be taken into account
when analyzing an issue. Examples of recent State priorities include: (1) reducing
personnel years (PYs); (2) reducing General Fund expenditures; (3) attempting to help
the federal government reduce the federal deficit; (4) reforming welfare; and (5) making
the State more competitive.

Awareness of these policies helps analysts to frame questions and recommendations.

d. Knowledge of the Issue. Besides general program knowledge, specific information
about the issue being addressed is important to understanding proposed changes. For
example, analysts may prepare by researching the history of issues in their program
area, why the issues are (re)emerging, views of proponents and opponents, and what
this and other states are doing to address the issues.

3. Managing Your Analytical Time and Effort

e Get started early. Size things up. Decide when you need to start each task in order
to meet your deadline. Set a mental schedule (allowing for slippage).

Tell the department what information you need right away. Put requests in writing
(e.g., by email) when possible to confirm conversations and avoid misunderstandings
later. Set a deadline for receipt of this information which is early enough so that you
can ask for clarification, or request other information if this raises additional
questions.

e Follow up. Think about the information as it's being presented to you. Is it filling in
the gaps? What gaps remain? Take the initiative to ask follow-up questions and
probe when talking to department staff. It is relatively rare that your first set of
questions will elicit all of the information necessary for an analysis. Keep thinking of
what you need to resolve the issue.

e Stay on Course. Don't lose sight of your objective and deadline, or get sidetracked.
Make sure you understand what's central to the issue, and that you're getting the
information you need from department staff (i.e., what's relevant, not what's easy for
them to give you).

Periodically, review where you are relative to your objectives and schedule. Make
mid-course corrections as necessary. Raise problems to a higher level in DOF or the
line department, as appropriate.

e Stop when you have what you need or you have all you can get in the time
available. In the latter case, qualify your analysis by indicating the conclusions are

http://www.dof.ca.gov/fisa/bag/The%?20analysis%200f%20Budget%20lssues... 6/3/2013



THE ANALYSIS OF BUDGET ISSUES Page 7 of 7

based on the limited information available and noting any assumptions made.

e Getfeedback. Brainstorm ideas with your supervisor and peers. Discuss your
findings and conclusions with your managers and with the department. Run drafts of
your analysis and recommendations by your managers in advance of the deadline to
get their input early.

e  Critique your own work. Check and double check your calculations. Review your
analysis to see if there are further logical gaps that need to be filled in. See if your
factual information is correct, and if your argument holds up to criticism. Revise your
analysis if necessary.

e Keep records. Keep your notes, supporting data obtained, and calculations made in
a file for reference. (You'd be surprised how quickly people forget how they arrived
at certain numbers!)

e Be sensitive to other workload demands on staff with whom you are working. You
will likely need their assistance and cooperation in the future. Nevertheless, if they
won't give you the information for any of the following reasons:

- Because they've been appointed by the Governor

- They told the last analyst they had

- The last analyst they had didn't ask for this type of information
- It's not Finance's role

- They wouldn't ask for funding if they didn't need it

- They're stalling

- The Governor wants this done

- You don't have the professional qualifications

- The Director already agreed to this

you'll have to recommend disapproval of their request for lack of justification. Tell your
supervisor of the situation and discuss how to resolve it.
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