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SENATOR BROWNE: Good morning, 

everyone. We thank the members, everyone in 

attendance, f o r j o i n i n g u s today f o r the t h i r d 

in a s e r i e s of h e a r i n g s between the Senate and 

the House Finance committees, to c o n s i d e r 

t e s t i m o n y , s u g g e s t i o n s , i d e a s , c r i t i c i s m s 

r e g a r d i n g the language in A c t 50 of 2009 to 

c r e a t e a l e g i s l a t i v e f i s c a l o f f i c e i n the 

Commonwealth. 

And I j u s t b r i e f l y re-emphasize, 

the purpose o f the l e g i s l a t i v e f i s c a l o f f i c e 

i s t o g i v e the branches o f t h i s government, 

s i m i l a r t o e f f o r t s i n o t h e r s t a t e s , a means t o 

develop and adopt revenue e s t i m a t e s , pursuant 

t o our budget p r o c e s s i n a c o l l a b o r a t i v e 

b a s i s , as w e l l as a means t o improve our 

d e c i s i o n - m a k i n g p r o c e s s on spending, 

a p p r o p r i a t i o n s and t a x p o l i c y through the use 

o f independent n o n p a r t i s a n f a c t - f i n d i n g 

a n a l y s i s . 

D uring our l a s t h e a r i n g , the 

C o n g r e s s i o n a l Budget O f f i c e , an agency w i d e l y 

r e s p e c t e d i n s e r v i n g i t s r o l e o n f a c t - f i n d i n g 

a n a l y s i s f o r the f e d e r a l government, gave 

us a v a l u a b l e r e v i e w of how i t s h i s t o r y and 



c o m p o s i t i o n have been c o n t i n u i n g t o i n f l u e n c e 

i t s a b i l i t y t o p r o v i d e v a l u e t o the law and 

budget-making p r o c e s s i n Washington. 

I t was c l e a r from t h e i r t e s t i m o n y 

and d i s c u s s i o n w i t h members t h a t the v a l u e of 

t h e i r o f f i c e , and b y e x t e n s i o n the v a l u e o f a 

f i s c a l o f f i c e i n P e n n s y l v a n i a , i s c o n t i n u e d 

on, one, the l e v e l o f independence the o f f i c e 

i s a b l e t o m a i n t a i n from the c u r r e n t f i s c a l 

r o l e s e r v e d b y the a p p r o p r i a t i o n s committees 

and the Governor's Budget O f f i c e , and two, the 

q u a l i t y and e x p e r t i s e o f the s t a f f charged t o 

p e r f o r m the f u n c t i o n s s t i p u l a t e d f o r the 

o f f i c e . 

O f i n t e r e s t i n g note, g i v e n the 

v a l u e of the shared r e s o u r c e s and p e r s p e c t i v e s 

between the GBO and C o n g r e s s i o n a l Budget 

O f f i c e s and what t h i s can b r i n g t o a complete 

and a c c u r a t e f i s c a l a n a l y s i s , the s t a f f o f the 

CBO b e l i e v e t h a t p r o s p e c t i v e d u p l i c a t i o n o f 

e f f o r t between c u r r e n t a p p r o p r i a t i o n s t a f f and 

the l e g i s l a t i v e f i s c a l o f f i c e i s not a 

d e t r i m e n t but a b e n e f i t , s i n c e i t can 

u l t i m a t e l y l e a d t o b e t t e r d e c i s i o n - m a k i n g , 

which, o f course, i s the u l t i m a t e g o a l w e a l l 



are t r y i n g t o a c h i e v e . 

Today we welcome the p e r s p e c t i v e of 

the Governor's budget s e c r e t a r y , as to how we 

can improve our budget p r o c e s s in the wake of 

l a s t year's c h a l l e n g e s , and her o p i n i o n s on 

the language o f the l e g i s l a t i v e f i s c a l o f f i c e , 

a s w e l l as o t h e r e x p e r t s who w i l l p r o v i d e us 

t h e i r i n s i g h t on how to improve and b e s t 

implement the r e s p o n s i b i l i t i e s charged t o the 

l e g i s l a t i v e f i s c a l o f f i c e under A c t 50 of 

2009. 

Bef o r e I t u r n the mike over to 

R e p r e s e n t a t i v e Levdansky, Chairman of the 

House Finance Committee, I want to i n t r o d u c e 

the members of the Senate who are w i t h us 

today. We have Senator Wozniak, Senator 

E a r l l , Senator E i c h e l b e r g e r and Senator Vance. 

With t h a t , I w i l l t u r n the mike over t o 

Chairman Levdansky. 

CHAIRMAN LEVDANSKY: Thank you, 

Senator Browne. A l s o t o m y r i g h t i s 

R e p r e s e n t a t i v e Boyd, the R e p u b l i c a n c o - c h a i r 

of the committee; R e p r e s e n t a t i v e Sam Rohrer. 

On the v e r y f a r l e f t , R e p r e s e n t a t i v e B i l l 

K o r t z . Working the way towards me, 



R e p r e s e n t a t i v e F a b r i z i o ; R e p r e s e n t a t i v e 

F r a n k e l and R e p r e s e n t a t i v e S a i n a t o . I t h i n k 

t h a t ' s -- And R e p r e s e n t a t i v e M i r a b i t o from 

Lycoming County. S o r r y , R i c k . 

I j u s t want to welcome the budget 

s e c r e t a r y . And I don't have any p r e p a r e d 

remarks. T h i s i s the t h i r d and I t h i n k the 

f i n a l h e a r i n g of the j o i n t House and Senate 

Finance committees r e g a r d i n g the l e g i s l a t i o n 

t o c r e a t e a n independent f i s c a l o f f i c e . 

W e w i l l , a f t e r the h e a r i n g 

c oncludes today, Senator Browne and I w i l l , 

and our s t a f f s , w i l l s i t down t o b e g i n the 

p r o c e s s o f i s s u i n g a r e p o r t , which i s a l s o , I 

t h i n k , r e q u i r e d by the F i s c a l Code language 

c o n t a i n e d i n the budget l a s t y e a r . So we w i l l 

get t o work o n t h a t r e p o r t and i s s u e i t a s 

e x p e d i t i o u s l y as p o s s i b l e so t h a t we can move 

f o r w a r d i n a d d r e s s i n g the l e g i s l a t i o n t h a t was 

passed i n the c o n t e x t o f the budget l a s t y e a r . 

So w i t h t h a t , you know, I want to 

welcome the Budget S e c r e t a r y , Mary Soderberg. 

MS. SODERBERG: Thank you v e r y 

much. I t ' s a p l e a s u r e t o be here t h i s 

morning. I want to i n t r o d u c e , to my r i g h t , 



David Donley, who is the D i r e c t o r of the 

Governor's Budget O f f i c e , and has put in a l o t 

of hours over the l a s t few years on the budget 

p r o c e s s . 

I want to thank the C h a i r s f o r 

p u l l i n g t h i s s e s s i o n t o g e t h e r , Senator Browne, 

R e p r e s e n t a t i v e Levdansky and R e p r e s e n t a t i v e 

Rohrer. I t h i n k t h i s i s a good o p p o r t u n i t y t o 

t a l k about the budget p r o c e s s and t r y t o f i n d 

ways t h a t w e can improve i t . 

T h i s morning, I would l i k e t o t a l k 

j u s t f o r a l i t t l e b i t . I do have some 

handouts t h a t have been d i s t r i b u t e d and I w i l l 

r e f e r to them as I go a l o n g . 

But f i r s t I would l i k e t o j u s t t a l k 

a l i t t l e b i t about the budget p r o c e s s i n 

P e n n s y l v a n i a and the people who are i n t i m a t e l y 

i n v o l v e d in the budget on a day-to-day b a s i s . 

The Governor's Budget O f f i c e is a 

s t a f f of about 35 p e o p l e . We are engaged 

year-round. In the p a s t year, we were engaged 

year-round o n f i n a l i z i n g the budget, i t 

seemed. 

But n o r m a l l y we are a l s o i n v o l v e d 

i n p r e p a r i n g f i s c a l n o t e s , and t h a t i s a n 



a n a l y s i s o f the c o s t o f p i e c e s o f l e g i s l a t i o n 

t h a t are b e i n g d e a l t w i t h both i n the Senate 

and the House. We share those w i t h the 

a p p r o p r i a t i o n s committees. 

We a l s o p r o v i d e spending o v e r s i g h t 

over a l l o f the agencies a s w e l l a s working 

c l o s e l y w i t h them i n d e v e l o p i n g the Governor's 

proposed budget through the f a l l and 

c u l m i n a t i n g i n the Governor's proposed budget 

t h a t i s i n t r o d u c e d i n February o f each year o r 

i n the f i r s t year o f a new a d m i n i s t r a t i o n i n 

March. 

We work c l o s e l y w i t h the Department 

of Revenue. The Department of Revenue has 

seven o r e i g h t a n a l y s t s t h a t are r e s p o n s i b l e 

f o r m o n i t o r i n g the revenues and p r e p a r i n g the 

revenue f o r e c a s t s . 

I n a d d i t i o n , t h e r e are f o u r 

committees f o r the A p p r o p r i a t i o n s Committee. 

Each caucus has a v e r y p r o f e s s i o n a l s t a f f who 

i s p r e p a r i n g the f i s c a l notes o n b e h a l f o f the 

committee f o r each p i e c e o f l e g i s l a t i o n t h a t 

i s b e i n g addressed b y the committee, a s w e l l 

as m o n i t o r i n g what's going on in the a g e n c i e s . 

No r m a l l y each a n a l y s t has the 



r e s p o n s i b i l i t y f o r a s p e c i f i c number of 

a g e n c i e s , and my e x p e r i e n c e has been t h a t they 

are a c t i v e l y i n v o l v e d i n , you know, p a y i n g 

a t t e n t i o n t o what's happening i n those 

a g e n c i e s throughout the year; so t h a t when the 

budget season k i c k s o f f i n February, they are 

v e r y knowledgeable about the budget i s s u e s . 

P e n n s y l v a n i a ' s budget p r o c e s s i s 

not t h a t much d i f f e r e n t than o t h e r s t a t e s . 

And I have handed out a s m a l l t i m e l i n e t h a t 

j u s t shows the budget p r o c e s s . And i t 

t r a d i t i o n a l l y b e g i n s l a t e i n the summer when 

the Governor's Budget O f f i c e sends out 

g u i d e l i n e s to the agencies and then the 

agencies submit t h e i r budget r e q u e s t s i n e a r l y 

f a l l . 

For us, i n P e n n s y l v a n i a , they are 

r e q u i r e d to have them s u b m i t t e d by November 

1 s t , then t h a t ' s per the A d m i n i s t r a t i v e Code. 

We then work w i t h the a g e n c i e s , 

l o o k at revenue assumptions to determine what 

can be a f f o r d e d ; and a l s o work w i t h the 

Governor on what h i s or her i n i t i a t i v e s might 

be t o f o l d i n t o the number; and then t h a t i s 

a l l packaged t o g e t h e r and p r e s e n t e d t o the 



G e n e r a l Assembly on the f i r s t Tuesday of the 

f i r s t f u l l week of February or i n March. 

There are times when t h e r e are 

o p p o r t u n i t i e s s p e c i f i c a l l y f o r a d i a l o g u e 

between the G e n e r a l Assembly and the e x e c u t i v e 

s i d e . One o f the c r i t i c a l dates i s i n the 

b e g i n n i n g of December, the A d m i n i s t r a t i v e Code 

r e q u i r e s t h a t the Governor and the budget 

s e c r e t a r y g i v e a b r i e f i n g t o the l e a d e r s o f 

the House and Senate, on g i v i n g an update on 

what is happening w i t h revenues or what's 

happening w i t h the budget. And so, t h a t ' s 

done in December. 

In February, of course, the 

Governor i n t r o d u c e s h i s budget. And then, 

most s i g n i f i c a n t l y , f o l l o w i n g the Governor's 

budget address, we t r a d i t i o n a l l y have a s e r i e s 

o f h e a r i n g s . And p r i o r t o those h e a r i n g s , 

each agency submits v e r y d e t a i l e d i n f o r m a t i o n 

t o the f o u r caucuses, the f o u r a p p r o p r i a t i o n s 

committees. So they r e a l l y have a l o t of 

i n f o r m a t i o n . 

And I s h o u l d say, one of the t h i n g s 

t h a t Senate B i l l 1 mentions a number of times 

i s t h a t t h e r e needs t o b e access t o d a t a . And 



the f o u r a p p r o p r i a t i o n s -- the s t a f f s of the 

f o u r a p p r o p r i a t i o n s committees not o n l y have 

access to the more p u b l i c documents t h a t we 

produce, but they a c t u a l l y have access to our 

f i n a n c i a l management a c c o u n t i n g system, SAP. 

So they can p u l l out e x p e n d i t u r e d a t a , 

complement data from t h a t system on a d a i l y 

b a s i s . 

So anyway, so the budget p r o c e s s , 

i n P e n n s y l v a n i a , r e a l l y i s not t h a t d i f f e r e n t 

from o t h e r s t a t e s . And A c t 50, or Senate B i l l 

1, has a s i m i l a r p r o c e s s but t h e r e are a 

number o f d i f f e r e n c e s from what i s c u r r e n t l y 

in s t a t u t e f o r the budget p r o c e s s . And I have 

handed out a -- j u s t a s i d e by s i d e t h a t shows 

on the l e f t -- on the r i g h t hand -- On the 

l e f t - h a n d s i d e , excuse me, i t shows the 

proposed l e g i s l a t i v e f i s c a l o f f i c e , what i s 

proposed i n the law. And then next t o i t , the 

A d m i n i s t r a t i v e Code, which l a y s out the 

c u r r e n t budget p r o c e s s , and t h a t i s c u r r e n t 

law. 

So you can see, j u s t going through 

s e c t i o n b y s e c t i o n , what i s b e i n g proposed and 

what i s a l r e a d y i n p l a c e . And I t h i n k what 



you w i l l f i n d i s t h a t a l o t of what Senate 

B i l l 1 i s p r o p o s i n g i s a l r e a d y l a i d out t o 

happen. 

And i n f a c t t h e r e are some areas 

where t h e r e i s an odd l i t t l e mix-match w i t h 

r e g a r d to the t i m i n g of when t h i n g s would 

happen. You know, if you d e c i d e to move 

fo r w a r d , t h a t t h e s e are t h i n g s t h a t c o u l d b e 

c o r r e c t e d . 

But, you know, t h i s new o f f i c e 

would be r e q u i r e d to p r o v i d e revenue 

e s t i m a t e s . And r i g h t now the Department of 

Revenue, i n c o n j u n c t i o n w i t h the s e c r e t a r y o f 

the budget, p r o v i d e s the revenue e s t i m a t e . By 

January 1 s t , the new o f f i c e would p r o v i d e a 

b a s e l i n e budget. R i g h t now what happens is 

t h a t the Governor's Budget O f f i c e p r o v i d e s t o 

the Governor the d r a f t framework of 

c o s t - t o - c a r r y budget and then w e add i n t o i t 

the d i f f e r e n t i n i t i a t i v e s o n top o f i t . 

While we are d o i n g t h a t , the 

a p p r o p r i a t i o n s committees are a c t u a l l y d o i n g 

t h e i r own, what we c a l l , c o s t - t o - c a r r y budget. 

Under t h e i r r e s p o n s i b i l i t i e s o f u n d e r s t a n d i n g 

what the c o s t d r i v e r s are and what the 



budgetary s t r e s s e s a r e , i n any g i v e n year, 

they do a c o s t - t o - c a r r y budget. And they w i l l 

l o o k at t h i n g s l i k e C o r r e c t i o n s , what are the 

t r e n d l i n e s f o r the number of inmates, M e d i c a l 

A s s i s t a n c e , what's happening w i t h the case 

l o a d , what's happening w i t h revenue. So they 

are v e r y much engaged i n l o o k i n g at the budget 

b e f o r e the Governor's budget comes out. 

You know, so t h i s new o f f i c e would 

b e a n a l y z i n g a l l a s p e c t s o f the e x e c u t i v e 

budget. And, you know, as I have mentioned, 

in c u r r e n t p r a c t i c e s , w e have f o u r 

p r o f e s s i o n a l s t a f f s i n the G e n e r a l Assembly 

a l r e a d y d o i n g t h a t a s w e l l . 

Develop and use econometric models 

to f o r e c a s t s t a t e revenues. We have a j o i n t 

c o n t r a c t w i t h the f o u r a p p r o p r i a t i o n s 

committees to -- w i t h G l o b a l I n s i g h t . They 

are economic a d v i s e r to the Commonwealth. And 

the y p r o v i d e us updated i n f o r m a t i o n on the 

economy, p r o v i d e us i n f o r m a t i o n f o r our 

economic models. And the f o u r a p p r o p r i a t i o n s 

committees have access to t h a t i n f o r m a t i o n as 

w e l l . 

The revenue a n a l y s t s in the 



a p p r o p r i a t i o n s committees are a c t u a l l y d o i n g 

revenue f o r e c a s t s w i t h econometric models as 

we do in the Department of Revenue. 

Going down, by November 15th, 

assess the c u r r e n t f i s c a l c o n d i t i o n 

p r o j e c t i o n s f o r the next f i v e y e a r s . And as I 

mentioned, the Admin. Code r e q u i r e s t h a t i n 

December of each year t h a t the budget 

s e c r e t a r y and the Governor's O f f i c e do a 

b r i e f i n g f o r the l e a d e r s o f the G e n e r a l 

Assembly. 

Anyway, I am not g o i n g to go 

through t h i s whole p i e c e . But what we have 

t r i e d t o do i s j u s t l a y out, f o r the members 

of the committee, what's b e i n g proposed and 

what i s a l r e a d y i n c u r r e n t law. And I t h i n k 

the o v e r a l l theme, what you w i l l see, i s t h a t 

a l o t o f what i s b e i n g proposed i s a l r e a d y 

happening i n some format. The t i m i n g might be 

a l i t t l e b i t d i f f e r e n t and who i s r e s p o n s i b l e 

f o r what might be a l i t t l e b i t d i f f e r e n t , but 

f o r the most p a r t , i t , the p r o c e s s , i s a l r e a d y 

i n p l a c e . 

I would l i k e t o t a l k a l i t t l e b i t 

now about the revenue e s t i m a t e s , and I know 



t h a t t h a t ' s a s i g n i f i c a n t s h i f t t h a t i s b e i n g 

proposed b y t h i s l e g i s l a t i o n , i s t h a t the 

o f f i c i a l revenue e s t i m a t e would be done by 

t h i s f i s c a l o f f i c e . 

A l l s t a t e s d o i t d i f f e r e n t l y . W e 

are d i f f e r e n t from the f e d e r a l government, i n 

t h a t we are r e q u i r e d to have a b a l a n c e d 

budget. Not a l l s t a t e s are r e q u i r e d t o have a 

b a l a n c e d budget. A c c o r d i n g t o the N a t i o n a l 

A s s o c i a t i o n of S t a t e Budget O f f i c e r s , 44 

s t a t e s r e q u i r e t h a t the Governor submit a 

b a l a n c e d budget to the g e n e r a l -- to the 

l e g i s l a t i v e body. Forty-one s t a t e s r e q u i r e 

t h a t the l e g i s l a t i v e body pass a b a l a n c e d 

budget, and i t goes down t o 37 s t a t e s t h a t 

r e q u i r e t h a t the Governor must s i g n a b a l a n c e d 

budget. 

We are one of those s t a t e s where 

the Governor must s i g n a b a l a n c e d budget. And 

i f t h e r e i s spending t h a t i s above what i s i n 

the c e r t i f i e d revenues, then the Governor must 

move o n l y those p o r t i o n s of the budget t h a t 

are above t h a t spending l e v e l . 

In a d d i t i o n , if/when we do an 

update on our revenue numbers, l i k e l a s t year 



a t the mid-year b r i e f i n g i n December, and 

a g a i n t h i s year when we stepped back and we 

l o o k e d at our revenue numbers, we d i d what we 

c a l l -- we put funds i n t o budgetary r e s e r v e . 

Meaning t h a t , we are concerned t h a t if we 

spent e v e r y t h i n g t h a t had been a p p r o p r i a t e d , 

we might be spending more than what the f i n a l 

revenue numbers a r e . So we go through the 

d i f f e r e n t l i n e items i n the budget and put 

money i n t o budgetary r e s e r v e so t h a t those 

funds cannot be spent and j u s t to ensure t h a t 

we end the year w i t h a b a l a n c e d budget. 

You, Senator Browne, you had t a l k e d 

about the t e s t i m o n y by the C o n g r e s s i o n a l 

Budget O f f i c e a t one o f your e a r l i e r h e a r i n g s , 

and I was not a b l e to see t h a t h e a r i n g . 

But as a r e s u l t of t h a t , I want to 

go back and t a k e a l o o k at our revenue numbers 

and see what the v a r i a n c e has been year by 

year. And then I d i d t h a t over a 20-year 

p e r i o d . And then I went back and I took a 

l o o k a t the C o n g r e s s i o n a l Budget O f f i c e , 

because the C o n g r e s s i o n a l Budget O f f i c e a l s o 

does revenue p r o j e c t i o n s on b e h a l f of the 

f e d e r a l government, t o see what t h e i r 



v a r i a t i o n s a r e . And one o f the t h i n g s t h a t i s 

d i f f e r e n t is t h a t we do a p r o j e c t i o n f o r 12 

months. The C o n g r e s s i o n a l Budget O f f i c e does 

two p r o j e c t i o n s , one is f o r a nine-month 

p e r i o d and one is f o r a 21-month p e r i o d . 

But we took a l o o k at both of those 

p e r i o d s , and one of the handouts I have f o r 

you i s a l i n e c h a r t t h a t j u s t compares those 

revenue e s t i m a t e s and how they v a r y from year 

t o year. 

The b l u e l i n e is our own Department 

of Revenue and t h e i r e s t i m a t e s f o r -- on a 

y e a r - b y - y e a r b a s i s and how much over or below 

the e s t i m a t e s t h a t the revenues a c t u a l l y come 

i n . And the green l i n e i s the C o n g r e s s i o n a l 

Budget O f f i c e . The green l i n e r e p r e s e n t s 

t h e i r nine-month f o r e c a s t . And you w i l l 

n o t i c e , over the 20-year p e r i o d , the green and 

the b l u e l i n e are v e r y s i m i l a r . 

When I was h a v i n g the Department of 

Revenue p u l l t h i s i n f o r m a t i o n , I asked them t o 

d o a l i t t l e b i t f u r t h e r a n a l y s i s and j u s t 

determine what the s t a n d a r d d e v i a t i o n was f o r 

b o t h the C o n g r e s s i o n a l Budget O f f i c e and the 

Department of Revenue. And f o r the Department 



of Revenue, they determined t h a t the s t a n d a r d 

d e v i a t i o n over t h a t 20-year p e r i o d was 4 

p e r c e n t . C o n g r e s s i o n a l Budget O f f i c e was 3.9 

p e r c e n t . So v e r y , v e r y c l o s e . 

I n t e r e s t i n g l y enough, when you l o o k 

a t the r e d l i n e , those are the p r o j e c t i o n s 

t h a t are more l o n g term; and the d e v i a t i o n 

from what a c t u a l l y o c c u r s as to what was 

p r o j e c t e d i s much g r e a t e r ; and t h a t i s because 

i t ' s more d i f f i c u l t t o p r o j e c t l o n g - t e r m 

revenue e s t i m a t e s ; i t ' s d i f f i c u l t t o know -¬

f o r e c a s t out, i n the f u t u r e , e x a c t l y what the 

economy i s g o i n g t o b e d o i n g . 

But what you can see through t h i s , 

the v e r y f i r s t year o n t h i s c h a r t i s 

1989-1990, which of course was a p e r i o d of 

r e c e s s i o n t h a t we were i n , and you can see at 

t h a t p o i n t the revenues came i n below 

e s t i m a t e . An e s t i m a t e would be zero p e r c e n t 

l i n e o n t h i s c h a r t . 

And, once a g a i n , as you move 

f o r w a r d t o the year 2001-2002, t h a t p e r i o d o f 

t ime, once a g a i n , another r e c e s s i o n . Revenues 

f o r both C o n g r e s s i o n a l Budget O f f i c e and f o r 

the S t a t e of P e n n s y l v a n i a came in below what 



the o r i g i n a l e s t i m a t e was. 

And then a g a i n , the v e r y end of the 

c h a r t where you see 2007-2008 numbers, you can 

see, once a g a i n , the revenues coming in below, 

below e s t i m a t e . 

With r e g a r d s t o revenue e s t i m a t e s , 

I would l i k e t o p o i n t out a g a i n t h a t the 

Department of Revenue and the Budget O f f i c e , 

we p r e p a r e revenue e s t i m a t e s , but the revenue 

a n a l y s t s f o r each o f the f o u r a p p r o p r i a t i o n s 

committees are a l s o d o i n g revenue p r o j e c t i o n s 

as w e l l . And they l o o k at the v e r y same data 

t h a t we l o o k a t . 

And i n f a c t d u r i n g the n e g o t i a t i o n s 

p r o c e s s , w e w i l l b r i n g t o g e t h e r the f o u r 

revenue a n a l y s t s . They w i l l t a l k . Then, 

f r e q u e n t l y , i t ' s the f o u r e x e c u t i v e d i r e c t o r s 

of the f o u r a p p r o p r i a t i o n s . And then we may 

end up w i t h h a v i n g meetings w i t h the l e a d e r s 

and the Budget O f f i c e and the Governor's 

O f f i c e on revenues. 

Another area t h a t I t h i n k I r e f e r 

t o , but I r e a l l y d i d n ' t s p e c i f i c a l l y say when 

I was going through the c h a r t w i t h r e g a r d s to 

Senate B i l l 1, i s t h a t a l o t of what i s b e i n g 



proposed i n Senate B i l l 1 i s a l r e a d y o c c u r r i n g 

i n the c u r r e n t p r o c e s s . 

But more s i g n i f i c a n t l y i s t h a t i t 

would c r e a t e another l e v e l o f b u r e a u c r a c y . 

And Senator Browne mentioned t h a t when the 

C o n g r e s s i o n a l Budget O f f i c e was here, t h a t 

t h e y i n d i c a t e d t h a t i t was - - i t would 

p r o b a b l y be good to have more people l o o k i n g 

at the numbers. 

We c u r r e n t l y have s i x o f f i c e s 

w i t h i n s t a t e government t h a t are d e d i c a t e d t o 

l o o k i n g at the o v e r a l l Commonwealth budget. 

There's the Governor's Budget O f f i c e , 

Department of Revenue, and then the f o u r 

s t a f f s o f the a p p r o p r i a t i o n s committees. 

As I mentioned, we have got about 

35 people in the Governor's Budget O f f i c e . 

But the f o u r a p p r o p r i a t i o n s committees have 

about, combined, about 40 p r o f e s s i o n a l 

a n a l y s t s working f o r them. 

These are s t a f f -- l o n g - t e r m s t a f f 

i n the caucuses. They are each s p e c i a l i z e d i n 

d i f f e r e n t a r e a s . They have s p e c i a l t i e s such 

a s i n h e a l t h c a r e , c a p i t a l budget, e d u c a t i o n , 

revenue. And so, they have a g r e a t d e a l of 



e x p e r t i s e as they are l o o k i n g at the budget 

numbers on an annual and a d a i l y b a s i s . 

So Senate B i l l 1 would propose t h a t 

we c r e a t e a new o f f i c e , a new independent 

o f f i c e . And j u s t u s i n g as a proxy the annual 

c o s t o f what i t c o s t s f o r u s i n the - - t o 

manage the Governor's Budget O f f i c e , you know, 

I e s t i m a t e d t h a t , assuming t h a t t h e r e might be 

35 s t a f f , t h a t would be a c o s t of about -- an 

a d d i t i o n a l c o s t o f $4.2 m i l l i o n per year t o 

have t h i s a d d i t i o n a l o f f i c e working o n the 

budget. 

Another area o f d u p l i c a t i o n i n the 

b i l l i s t h a t i t r e q u i r e s the new o f f i c e t o 

c o l l e c t performance measures and performance 

a r e a s . T h i s i s something t h a t , i n the l a s t 

few y e a r s , we have been v e r y a g g r e s s i v e in 

expanding our e f f o r t s on performance measures. 

For many y e a r s , we have had a 

system in the Governor's budget book where we 

have a l o t of performance d a t a , a l o t o f , what 

I would l i k e t o c a l l , d i s c o u n t s , number of 

people s e r v e d , the c o s t o f p r o v i d i n g c e r t a i n 

s e r v i c e s . 

But we have been working w i t h the 



a g e n c i e s , f o r them t o r e a l l y f o c us on what 

t h e i r m i s s i o n s are and what t h e i r outcomes are 

and to what e x t e n t they are h a v i n g an impact 

as a r e s u l t of t h e i r e x p e n d i t u r e s . And f o r 

the -- i n the F a l l of 2007, we c r e a t e d an 

O f f i c e o f Performance Measures i n the O f f i c e 

of the Budget. And we have s i n c e produced two 

annual r e p o r t s and a t h i r d annual r e p o r t i s 

b e i n g f i n a l i z e d as we speak. 

F i n a l l y , b e f o r e I open up to 

q u e s t i o n s , you know, t h e r e is -- the Budget 

O f f i c e produces a l o t of numbers. A l o t of 

what w e t a l k about i n the budget p r o c e s s i s 

the G e n e r a l Fund budget. 

But the G e n e r a l Fund budget i s l e s s 

than h a l f o f the o v e r a l l budget. There i s a 

number of s p e c i a l funds--Motor L i c e n s e Fund, 

L o t t e r y Fund, Tobacco Fund, Gaming Fund--a 

v a r i e t y of s m a l l e r funds t h a t r o l l up i n t o the 

budget. 

We work on p r o v i d i n g d e t a i l e d 

p r o j e c t i o n s and models f o r a number of these 

funds. And a l o t of t h a t is put t o g e t h e r and 

f i n a l i z e d in the Governor's budget book. So 

t h i s is -- The Governor's budget book is not 



o n l y a g r e a t r e s o u r c e f o r i n f o r m a t i o n w i t h 

what the Governor i s p r o p o s i n g , but t h e r e i s 

j u s t a l o t o f e x c e l l e n t i n f o r m a t i o n o n s t a t e 

government i n t h i s book. 

And the c o n s t i t u t i o n r e q u i r e s t h a t 

we p r o v i d e i n f o r m a t i o n not o n l y f o r the 

c u r r e n t year, the proposed budget year, but i t 

a l s o r e q u i r e s t h a t w e i n c l u d e i n f o r m a t i o n i n 

f o u r p l a n i n g y e a r s , both o n the spending s i d e 

and o n the revenue s i d e . And a l l o f t h a t 

i n f o r m a t i o n i s i n t h i s book. And t h i s i s 

a v a i l a b l e on the w e b s i t e . 

We are one of the few s t a t e s in the 

c o u n t r y t h a t have been r o u t i n e l y r e c o g n i z e d by 

the Government Finance O f f i c e r s A s s o c i a t i o n 

f o r h a v i n g a comprehensive budget document 

t h a t meets a l l o f the requirements t h a t they 

b e l i e v e are n e c e s s a r y to have in a 

comprehensive budget book. 

In a d d i t i o n , we have a -- in our 

c o m p t r o l l e r s o p e r a t i o n s o f f i c e , we produce the 

comprehensive annual f i n a n c i a l r e p o r t on an 

annual b a s i s . T h i s i s a l s o a document t h a t 

f o r 23 years the S t a t e of P e n n s y l v a n i a has 

been r e c o g n i z e d by the Government Finance 



O f f i c e r s A s s o c i a t i o n f o r p r o d u c i n g a q u a l i t y , 

comprehensive r e p o r t t h a t meets the h i g h e s t 

standards i n government a c c o u n t i n g . T h i s a l s o 

i s o n our w e b s i t e f o r access t o anyone. 

I have mentioned our new r e p o r t on 

performance measures. T h i s i s a l s o o n the 

w e b s i t e , and we were j u s t r e c o g n i z e d l a s t year 

by the A s s o c i a t i o n of Government A c c o u n t a n t s 

f o r our performance measures r e p o r t . 

In a d d i t i o n , we have a l o t of o t h e r 

i n f o r m a t i o n t h a t i s j u s t r o u t i n e l y put out 

t h e r e . Whenever we do a bond i s s u e , we put 

t o g e t h e r what i s c a l l e d an o f f i c i a l statement 

f o r the r a t i n g agencies t o r e v i e w . And t h i s 

is an update on a number of economic f a c t o r s , 

spending i s s u e s . They l o o k at fund b a l a n c e s , 

our investment p r a c t i c e s , j u s t a number of 

d i f f e r e n t t h i n g s . T h i s i n f o r m a t i o n i s 

c o m p i l e d w i t h every bond i s s u e and i s a l s o o n 

the web. 

In a d d i t i o n , I had mentioned t h a t 

the a p p r o p r i a t i o n s committees have access to 

our i n t e g r a t e d f i n a n c i a l a c c o u n t i n g system. 

In a d d i t i o n to t h a t , we put up i n f o r m a t i o n f o r 

each a p p r o p r i a t i o n on the s t a t u s of 



a p p r o p r i a t i o n s as to the spending by month. 

And t h a t is a v a i l a b l e on the web as w e l l as 

the s t a t s o f a p p r o p r i a t i o n s f o r s p e c i a l funds 

throughout the budget. 

I n a d d i t i o n t o the spending s i d e , 

on the revenue s i d e , we have r e c e n t l y -- I 

guess it was two years ago, we c o n v e r t e d to 

u s i n g our i n t e g r a t e d a c c o u n t i n g system f o r 

revenue a c c o u n t i n g as w e l l . And as I 

mentioned, the f o u r a p p r o p r i a t i o n s committees 

have access to t h a t i n f o r m a t i o n on a d a i l y 

b a s i s o n the c o l l e c t i o n o f revenues. 

But on a monthly b a s i s , the 

Department of Revenue p o s t s a summary of t h e i r 

revenue c o l l e c t i o n s f o r the p r i o r month. And 

t h i s i n c l u d e s not o n l y the G e n e r a l Fund but 

a l s o Motor L i c e n s e Fund, t h e r e i s L o t t e r y 

i n f o r m a t i o n in here, some i n f o r m a t i o n on key 

economic i n d i c a t o r s , and t h a t i s a l l p o s t e d o n 

the w e b s i t e a s w e l l . S o t h e r e r e a l l y i s a l o t 

o f i n f o r m a t i o n out t h e r e . 

In a d d i t i o n , I mentioned t h a t each 

agency p r i o r t o the h e a r i n g s , the p u b l i c 

h e a r i n g s t h a t the a p p r o p r i a t i o n s committees 

h o l d every year, each agency compiles 



comprehensive i n f o r m a t i o n . And t h i s i s a t the 

s p e c i f i c d i r e c t i o n o f the a p p r o p r i a t i o n s 

committees. They, the committees, send us a 

l e t t e r , e very December, s a y i n g t h i s i s the 

k i n d of i n f o r m a t i o n t h a t we need to have p r i o r 

t o the h e a r i n g s . 

And f o r the Department of Revenue, 

they c a l l i t t h e i r bluebook. And i t i s a book 

t h a t i s a c t u a l l y t h i c k e r than the Governor's 

budget book. And f o r those of you who are on 

the a p p r o p r i a t i o n s committees, I know you are 

v e r y f a m i l i a r w i t h the mass of m a t e r i a l t h a t 

you r e v i e w every y e a r . 

So, you know, I r e a l l y want t o 

thank you f o r t a k i n g t h i s on. I know your 

u l t i m a t e g o a l i s t o improve the budget 

p r o c e s s . 

I thought about Senate B i l l 1 a 

l o t , and I h o n e s t l y - - I don't b e l i e v e t h a t i f 

Senate B i l l 1 would have been i n p l a c e l a s t 

y e ar, it would have had any impact as to what 

happened. 

In the end, we knew what the 

revenue s h o r t f a l l was. We knew i t was 3.25 

b i l l i o n . We knew t h a t we had t o be v e r y 



c o n s e r v a t i v e i n our revenue e s t i m a t e s . There 

wasn't any w i l l t o r a i s e t a x e s . We worked 

v e r y c l o s e l y w i t h the f o u r a p p r o p r i a t i o n s 

committees and the l e a d e r s to reduce spending. 

And in the end, we had a number 

t h a t we c a l l e d the s p i n number. And we knew 

what the revenue s i t u a t i o n was. It was, how 

do you f i l l t h a t gap? And a l o t of 

d i s c u s s i o n , l a s t summer and w e l l i n t o the 

f a l l , were what are the o p t i o n s , and are t h e r e 

one-time funds t h a t we can tap i n t o , are t h e r e 

r e c u r r i n g k i n d s o f revenues t h a t t h e r e i s a 

w i l l by the Ge n e r a l Assembly t o pass? 

I mean it was a l o t of debate on 

s a l e s t a x o n t h e a t e r t i c k e t s , f o r example. 

And t h a t d i d n ' t go any p l a c e . And then t h e r e 

was a l o t of debate on gaming. And as we were 

d i s c u s s i n g gaming, i t wasn't so much about 

what are the numbers, i t ' s , what's the t a x 

r a t e g o i n g t o be, when i s i t goi n g t o be 

e f f e c t i v e ? 

And as we d e l a y e d t h a t -- the 

n e g o t i a t i o n s p r o c e s s , we a c t u a l l y reduced some 

of our o p p o r t u n i t i e s . Because some of these 

revenue s o u r c e s , we were not a b l e to implement 



as soon as we would have l i k e d and so we ended 

u p g e t t i n g l e s s revenue i n the c u r r e n t year. 

So I don't know t h a t , you know, 

ha v i n g a n independent o f f i c e s a y i n g t h a t t h i s 

i s the revenue would have made a d i f f e r e n c e 

l a s t y e a r . I r e a l l y don't. 

I t h i n k t h e r e are -- I t h i n k the 

g o a l s of A c t 50 are good. I t h i n k the i n t e n t 

i s t h a t w e need t o r e s t o r e the c o n f i d e n c e o f 

the p u b l i c in what we do here in H a r r i s b u r g , 

and t h e r e is no q u e s t i o n t h a t we need to do 

t h a t . 

I t h i n k the way t h a t the b i l l i s 

c r a f t e d , i t ' s g e t t i n g t o the p o i n t t h a t w e 

need t o be more t r a n s p a r e n t , t a l k i n g about 

t h i s independent o f f i c e h a v i n g access t o d a t a . 

In f a c t , as I have mentioned e a r l i e r , the 

committees do have access to t h a t d a t a . But 

we need t o make c e r t a i n t h a t the p u b l i c has 

access t o as much data as p o s s i b l e . 

We have a l o t of data out t h e r e . I 

suspect a l o t o f people don't r e a l i z e i t ' s 

t h e r e . Or if they do, they don't know how to 

use i t . So, you know, we, c o l l e c t i v e l y , we 

need t o t h i n k about how we can make i t more 



t r a n s p a r e n t and more u s e f u l . 

S o w i t h t h a t , you know, I ' l l answer 

your q u e s t i o n s . 

SENATOR BROWNE: Thank you, Madam 

S e c r e t a r y , f o r your honest assessment on the 

language of the b i l l . 

MS. SODERBERG: Okay. 

SENATOR BROWNE: Members f o r 

q u e s t i o n s ? Senator Vance. 

SENATOR VANCE: Thank you, Mr. 

Chairman. 

Madam S e c r e t a r y , i n no way does 

t h i s l e g i s l a t i o n have a n y t h i n g t o say 

n e g a t i v e l y about your i n t e g r i t y . I want t o 

say t h a t . 

And I almost got the f e e l i n g , as 

you t a l k , t h a t you f e l t t h a t t h i s was a t h r e a t 

t o your o f f i c e . And any budget s e c r e t a r y , 

r e g a r d l e s s o f who i s governor--and t h i s i s 

n o n p o l i t i c a l - - t e n d s t o have some p o l i t i c a l 

t i n g e . And i t i s not a r i v a l o r a t h r e a t , nor 

s h o u l d it be to a budget s e c r e t a r y . And I do 

t h i n k we need to r e s t o r e the c o n f i d e n c e . 

So I am not s u r e , a l l of t h i s 

e f f o r t put i n t o s a y i n g , w e l l , w e don't need i t 



because w e d o a l l o f t h i s , i f i n f a c t everyone 

i s d o i n g a w o n d e r f u l j o b , i t s h o u l d not seem 

t o be such a r i v a l or a t h r e a t t o the Budget 

O f f i c e . And I j u s t want t o t e l l you, i t has 

n o t h i n g t o d o w i t h your i n t e g r i t y . 

MS. SODERBERG: I don't c o n s i d e r it 

a t h r e a t to the Budget O f f i c e . 

SENATOR VANCE: W e l l , i t c e r t a i n l y 

came a c r o s s t h a t way. 

MS. SODERBERG: I -- What I r e a l l y 

wanted to do was to show the amount of 

i n f o r m a t i o n t h a t i s out t h e r e and the q u a l i t y 

o f work t h a t i s b e i n g done by many 

p r o f e s s i o n a l s i n t h i s Commonwealth. 

I am concerned t h a t it is -- would 

be a redundant e f f o r t to have in p l a c e a 

Budget O f f i c e , t o have i n p l a c e f o u r 

a p p r o p r i a t i o n s o f f i c e s , and then t o c r e a t e 

another o f f i c e d o i n g the same budgetary 

a n a l y s i s , p r o v i d i n g documents and p r o v i d i n g 

i n f o r m a t i o n . 

SENATOR VANCE: I u n d e r s t a n d your 

f e e l i n g s . That was p r e t t y o b v i o u s . Thank you 

v e r y much. 

MS. SODERBERG: Okay. Thank you. 



SENATOR VANCE: Thank you, Mr. 

Chairman. 

SENATOR BROWNE: Thank you. 

Senator Wozniak. 

SENATOR WOZNIAK: Thank you, Mr. 

Chairman. 

I t h i n k the b i g i s s u e out t h e r e i s 

nobody t r u s t s anybody any more. We have f o u r 

caucuses, we have f o u r caucus numbers; and we 

have a Governor's number; and everybody is 

t r y i n g t o f i n d out which one i s the a c c u r a t e 

number. In the f i n a l a n a l y s i s of i t a l l , we 

knew t h e r e was a d e f i c i t . The i s s u e was, how 

l a r g e was the d e f i c i t and how do we f i l l the 

gaps? 

Now, Senate B i l l 1, w i t h t h a t b e i n g 

s a i d , i s p r o b a b l y out t h e r e because people 

s a i d t h a t ' s a good i d e a . L e t ' s have an 

independent agency t h a t makes up a number t h a t 

w e can a l l agree w i t h . 

And I don't have a problem w i t h 

t h a t e i t h e r , except f o r the f a c t t h a t t h i s i s 

g o ing to c o s t us money. And you came up w i t h 

a number. What was t h a t number t h a t you came 

up w i t h , about how much you t h i n k i t would 



c o s t ? 

MS. SODERBERG: About 4.2 m i l l i o n . 

SENATOR WOZNIAK: I t h i n k what we 

ought t o do i s we move f o r w a r d w i t h t h i s . I f 

we agree, by both the Senate and the House, 

and the f o u r caucuses, and, you know, v o t e s , 

26 v o t e s in the Senate and 102 in the House 

and the Governor's s i g n a t u r e , t h a t we f i n d 

t h a t money. We p u l l i t out of the o t h e r f o u r 

caucuses so t h a t we have a net zero impact on 

the budget, so t h a t we are p u l l i n g t h a t money 

from some p l a c e e l s e , not c r e a t i n g another -¬

How much money was t h a t again? 

MS. SODERBERG: 4.2 m i l l i o n . 

SENATOR WOZNIAK: $4.2 m i l l i o n . 

And t h a t ' s when I say, if we want to c r e a t e 

t h i s , a l l f i v e , but make sure i t ' s r u n n i n g 

(phonetic) i n n e u t r a l . 

Thank you, Mr. Chairman. 

SENATOR BROWNE: Thank you. 

Senator E i c h e l b e r g e r . 

SENATOR EICHELBERGER: Thank you, 

Mr. Chairman. 

Madam S e c r e t a r y , I am a l i t t l e 

s u r p r i s e d at your t e s t i m o n y t h i s morning. I 



r e a l l y thought t h a t you handled the 

fundamentals o f the p r o p o s a l v e r y w e l l , but 

you missed the i n t e n t o f the l e g i s l a t i o n . 

The i n t e n t r e a l l y i s t h a t w e don't 

t r u s t the i n f o r m a t i o n we get from o t h e r 

s o u r c e s . And I t h i n k t h a t ' s been e v i d e n t in 

the l e g i s l a t u r e and t h a t ' s why t h e r e are f o u r 

s e p a r a t e a p p r o p r i a t i o n s s t a f f s f o r each o f f i c e 

because we don't n e c e s s a r i l y b e l i e v e anybody 

e l s e ' s i n f o r m a t i o n . I don't t h i n k t h e r e i s 

a n y t h i n g wrong w i t h t h a t . I t ' s u n f o r t u n a t e , 

but t h a t ' s the w o r l d w e l i v e i n today. 

T h i s is a model t h a t works at the 

f e d e r a l l e v e l . T h i s i s n ' t a n y t h i n g new. 

That's why we brought in the C o n g r e s s i o n a l 

Budget O f f i c e , t o hear from those f o l k s . 

C e r t a i n l y , the P r e s i d e n t o f the 

U n i t e d S t a t e s has the O f f i c e of Management and 

Budget. They do t h e i r own p r o j e c t i o n s . They 

do t h e i r own t r a c k i n g . And the l e g i s l a t i v e 

branch has t h e i r own source f o r i n f o r m a t i o n . 

And they don't always agree. 

And o f t e n t i m e s , we have seen in the 

news r e c e n t l y where h e a l t h care p r o p o s a l s and 

o t h e r t h i n g s , where the P r e s i d e n t makes 



s t a t e m e n t s , and then the CBO comes out, and 

says, w e l l , t h a t i s n ' t e x a c t l y the way w e d e a l 

w i t h i t . And I t h i n k t h a t ' s good f o r America. 

I t h i n k t h i s o f f i c e w i l l be good f o r 

P e n n s y l v a n i a . 

We can -- One t h i n g you s a i d - - i t 

had some m e r i t , i n my view--was t h a t maybe we 

can cut back. And we have had some 

d i s c u s s i o n s about t h a t . And maybe we can cut 

back on some caucus a p p r o p r i a t i o n s s t a f f . I f 

we are going to have an o f f i c e here, t h a t ' s a 

j o i n t o f f i c e t h a t maybe we have some f a i t h i n , 

maybe we don't have t o have q u i t e the s t a f f i n 

each f o u r caucuses. 

But a g a i n , as Senator Vance says, 

t h i s i s n o p e r s o n a l a f f r o n t t o you, but 

g o v e r n o r s , h i s t o r i c a l l y , have w i t h h e l d 

i n f o r m a t i o n . There i s not a l o t o f 

t r a n s p a r e n c y . 

We have had -- I have been here f o r 

a l i t t l e over t h r e e y e a r s . And I am not on 

the A p p r o p r i a t i o n s Committee, so I don't see 

t h i n g s as u p f r o n t as some of the members t h a t 

are here t h i s morning. But I can r e c a l l many 

examples o f people t e s t i f y i n g i n v a r i o u s 



h e a r i n g s where they don't have the 

i n f o r m a t i o n , they promise to get back to us 

w i t h i n f o r m a t i o n , they don't. We have 

c o n s i d e r e d subpoenas to get i n f o r m a t i o n . We 

don't know what are i n c e r t a i n accounts t h a t 

we have l o o k e d at in the budget p r o c e s s . I 

mean the l i s t goes on and on. 

We need to have -- We are d e a l i n g 

w i t h a 27, 28, 29 b i l l i o n d o l l a r budget. To 

spend $4 m i l l i o n so t h a t we have a p p r o p r i a t e 

t r a c k i n g mechanisms i n p l a c e , I t h i n k i s a 

v e r y s m a l l p r i c e to pay. And I c o n s i d e r 

$4 m i l l i o n a l o t of money. 

But I t h i n k t h i s is one of the b e s t 

i d e a s I have seen s i n c e I have been in the 

l e g i s l a t u r e . And I t h i n k t h a t you get the 

fundamentals, but you miss the i n t e n t . And 

the i n t e n t i s v e r y c l e a r , t h a t w e need good 

i n f o r m a t i o n we can t r u s t . 

Thank you. 

SENATOR BROWNE: Thank you. 

Chairman Rohrer. 

REPRESENTATIVE ROHRER: Thank you, 

Mr. Chairman. 

Mary --



MS. SODERBERG: Um-hum. 

REPRESENTATIVE ROHRER: -- thank 

you f o r your t e s t i m o n y t h i s morning. 

A couple of thoughts as w e l l . I 

t h i n k e v e r y t h i n g i s - - e v e r y t h i n g people are 

s a y i n g are k i n d o f adding t o g e t h e r here, 

somewhat. 

MS. SODERBERG: Um-hum. 

REPRESENTATIVE ROHRER: I 

a p p r e c i a t e v e r y much the amount of data t h a t 

comes out. And I don't t h i n k anybody 

p e r c e i v e s or b e l i e v e s t h a t the data -- t h a t 

t h e r e i s not s u f f i c i e n t d a t a , because t h e r e 

r e a l l y i s n ' t . 

I n most cases, the r e a l c h a l l e n g e 

is f i g u r i n g out how to use the d a t a . And 

o f t e n t i m e s , t h e r e i s s o much t h a t i t ' s v e r y 

d i f f i c u l t , o f t e n , f o r many f o l k s t o und e r s t a n d 

what i t i s and t o i n t e r p r e t i t . I t h i n k w e 

have more of a problem w i t h i n t e r p r e t a t i o n of 

the data t h a t we have than perhaps the f a c t 

t h a t we don't have s u f f i c i e n t i n f o r m a t i o n . 

Now, in my case, I have been on the 

A p p r o p r i a t i o n s f o r 14 years and on Finance f o r 

s i x , or whatever my t i m e . So I have seen it 



on both s i d e s of the e q u a t i o n . 

I t h i n k Senator E i c h e l b e r g e r was 

c o r r e c t . I t h i n k the problem i s , i s t h a t the 

p r o c e s s has been so -- over a number of 

gov e r n o r s , has become f a r more p o l i t i c a l than 

i t has been f i s c a l and f i s c a l l y sound. Yet i n 

the p r e p a r a t i o n of the budget, as we have come 

b e f o r e us, I mean we have got to be a b l e to 

b e l i e v e the numbers and not have them spun or 

t w i s t e d . 

That's my background. That's the 

way I come at i t . I t h i n k numbers ought t o 

speak f o r themselves. And we make our p o l i c y 

based on the numbers, not have p o l i c y d i r e c t 

what the numbers say. 

And I t h i n k the l a s t few years have 

been -- have r e a l l y brought a l o t of t h i s 

f o r w a r d . Or, i n f a c t , i n m y o p i n i o n , the 

revenue e s t i m a t e s have been g r o s s l y o v e r s t a t e d 

and expense numbers g r o s s l y u n d e r s t a t e d i n 

o r d e r t o produce b a l a n c e d budgets. 

And I don't -- You know, my 

p e r s o n a l o p i n i o n i s , i s t h a t the l a s t s e v e r a l 

budgets have not been b a l a n c e d . And I t h i n k a 

number of f o l k s have employed t h a t as w e l l . 



And the revenue numbers I have put t o g e t h e r 

m y s e l f would i n d i c a t e t h a t the revenues were 

v e r y -- v e r y u n i d e n t i f i e d , t h a t they were not 

going to be where they a r e . 

And I have o f t e n wondered, over the 

p a s t , you know, where the i n f o r m a t i o n is 

coming from. I s t h a t G l o b a l I n s i g h t t h a t i s 

f a i l i n g t o p r o v i d e a c c u r a t e data o r i s t h a t 

the r e s u l t o f f o l k s i n s i d e t h i s b u i l d i n g who 

t a k e data and t a k e a d i f f e r e n t d i r e c t i o n ? 

Now, I have a -- That's j u s t my 

p e r c e p t i o n here, as I go f o r w a r d . I t h i n k the 

whole g o a l here i s , perhaps, i s t o get data 

t h a t we can b e l i e v e . And as much as p o s s i b l e , 

s e p a r a t e i t from the p o l i t i c a l i n f l u e n c e s t h a t 

t e n d t o s p i n data r a t h e r than t o l e t data 

d r i v e . 

Now, in t h a t r e g a r d , I j u s t have a 

q u e s t i o n f o r you, j u s t t o get your p e r s p e c t i v e 

o n i t . Because both o f the p r o p o s a l s here, 

A c t 50 and the c u r r e n t law, a c t u a l l y the 

c u r r e n t c o n s t i t u t i o n , i t says t h a t when 

budgets are p r o j e c t e d o r p r e s e n t e d , t h e r e i s 

to be a c u r r e n t year. There is the next year 

and then the f o u r s u c c e e d i n g y e a r s . 



MS. SODERBERG: Um-hum. 

REPRESENTATIVE ROHRER: What -- Can 

you speak to me on the what you t h i n k the 

reason f o r t h a t i s ? Why do we do t h a t ? 

MS. SODERBERG: Oh, t h a t ' s v e r y 

c l e a r t o me. I t i s - - A l t h o u g h i t i s v e r y 

d i f f i c u l t t o p r o j e c t what the out years might 

be, you need to have a sense of what are the 

one-time e x p e n d i t u r e s or the one-time sources 

of revenue. And when you t a k e a l o o k at the 

out y e a r s , you see how t h a t a l l f o l d s 

t o g e t h e r . 

When we put t o g e t h e r the o u t - y e a r 

numbers, i t i s q u i t e c l e a r what the c o s t 

d r i v e r s a r e . Things l i k e Department of 

C o r r e c t i o n s , we s t a r t l o o k i n g at the 

p r o j e c t i o n s i n the out years i n the Department 

of C o r r e c t i o n s . We l o o k at h e a l t h care c o s t s . 

You know, we l o o k at the c o s t 

d r i v e r s and then we l o o k at the areas where 

t h e r e is more d i s c r e t i o n a r y and where we can 

l e v e l funds i n some areas i n the out y e a r s . 

So i t r e a l l y h e l p s t o have a more 

comprehensive p i c t u r e so t h a t you are not j u s t 

l o o k i n g at one year in a vacuum. Because 



whatever you propose t h i s year, you are going 

t o have t o pay f o r i n the next year. 

But I would a l s o l i k e to f o l l o w up 

on a p o i n t t h a t you made about revenues. 

REPRESENTATIVE ROHRER: Um-hum. 

MS. SODERBERG: Nobody was 

p r o j e c t i n g the economic downturn, the 

f i n a n c i a l t u r m o i l t h a t happened o n W a l l S t r e e t 

i n 2008, i n the F a l l of 2008. You know, 

nobody was p r o j e c t i n g t h a t . 

REPRESENTATIVE ROHRER: And I would 

agree t h a t the p r o j e c t i o n of 2008, b e i n g as 

f a r down as i t was, was not f u l l y known at 

t h a t p o i n t , but i t was p r o j e c t e d by many, many 

people f o r many, many months b e f o r e then. 

And I know our s t a t e revenue, month 

to month, year to year, has been going down 

f o r a year and a h a l f b e f o r e we ever got to 

the F a l l of September '08. So the t r e n d l i n e 

hasn't been down, but we weren't making 

adjustments so -¬

MS. SODERBERG: That year, the 

2008-2009 budget, we a c t u a l l y -- The budget 

t h a t was passed was a c t u a l l y l e s s than what 

the Governor had proposed. W e d i d p u l l i t 



back t h a t year. 

N o r mally, in an average year, the 

budget gets i n c r e a s e d through the l e g i s l a t i v e 

p r o c e s s . But t h a t year, we a c t u a l l y 

c o n s c i o u s l y brought i t down. 

REPRESENTATIVE ROHRER: A l l r i g h t . 

I a p p r e c i a t e t h a t . Those are j u s t a couple 

t h a t when I l o o k e d at t h a t f o u r - y e a r budget 

t h i n g , back t o t h a t i s s u e , i n a l l o f m y years 

t h a t I have been here, I have not ever found 

or heard, at l e a s t as I can r e c a l l , f o r 

i n s t a n c e , t h a t d u r i n g the budget p r e s e n t a t i o n s 

i n February, o r even through the p r o c e s s , t h a t 

t h e r e has ever been any r e f e r e n c e of t h a t to 

say, w e l l , t h i s i s what we thought. You know, 

t h i s i s what a c t u a l l y i s . How d i d we do? How 

d i d w e compare? O r and a c t u a l l y l a y i t out, 

and say, now in t h i s budget, we a n t i c i p a t e 

t h r e e years out, everybody, t h a t t h i s t h i n g i s 

coming due. 

MS. SODERBERG: Um-hum. 

REPRESENTATIVE ROHRER: And so, 

t h i s i s what we say. 

I never remember, o t h e r than 

r e a d i n g in the budget book, I don't remember 



of ever any k i n d of a c t u a l b e n e f i t of compare, 

c o n t r a s t , how we d i d , how we t h i n k . Look back 

and say, w e l l , we were o f f . We were o f f the 

year b e f o r e , so we are g o i n g to have to 

r e a d j u s t t h i s , o r whatever. 

And t h a t ' s why I wanted t h i s from 

the s t a n d p o i n t of, we can put a n y t h i n g i n t o 

law t h a t we can, i t ' s o f t e n t i m e s how we 

a c t u a l l y t a k e and use i t t h a t i s the i s s u e . 

And t h e r e , I t h i n k , t h a t ' s been something 

t h a t ' s been t h e r e f o r a l o n g t i m e . 

Yet from a p r a c t i c a l sense, as f a r 

as t h i s on the l e g i s l a t i v e s i d e , I have not 

ever seen a n y t h i n g t h a t had been developed 

( p h o n e t i c ) . A l t h o u g h I would b e l i e v e t h a t f o r 

i n s t a n c e a b e n e f i t o f t h a t would be, i n f a c t , 

almost p r o d u c i n g a f i v e - y e a r budget, w i t h a 

focus on one, t h a t then you t a k e and then you 

r o l l i t f o r w a r d . And a c t u a l l y i f you l o o k 

back, and say, w e l l , how d i d we contend we do, 

where d i d we miss, d i d we o v e r s h o o t , why, and 

then you make adjustments as you go f o r w a r d . 

But I haven't seen t h a t so t h a t ' s 

why I ask you what the r e a l p r a c t i c a l b e n e f i t 

o f t h a t i s , a s you see i t . 



MS. SODERBERG: I t h i n k -- Numbers 

are always changing in the budget on the 

spending s i d e and on the revenue s i d e . The 

revenue s i d e , the economy has an impact on 

what you might t h i n k s a l e s t a x c o l l e c t i o n s 

w i l l be t h i s month compared t o what you 

thought t h e y ' d be f o r t h i s month a year ago. 

I t ' s always going t o b e s l i g h t l y d i f f e r e n t . 

The spending s i d e i s the same t h i n g . 

Your p o i n t about not -- nobody 

not -- nobody r e a l l y has f o c u s e d on the out 

y e a r s , I t h i n k you are r i g h t i n many cases. 

But I t h i n k t h i s i s the year t h a t people are 

f o c u s i n g i n o n the out y e a r s . 

When we put t h i s budget t o g e t h e r , 

we v e r y c a r e f u l l y l o o k e d at what's happening 

t h i s year, what's happening i n areas such a s 

the p e n s i o n s p i k e , what's happening w i t h the 

f e d e r a l s t i m u l u s funds t h a t w e are u s i n g , l i k e 

a l l o t h e r s t a t e s , t o h e l p meet our budgetary 

r e q u i r e m e n t s . 

And when you put those numbers 

t o g e t h e r , you can see t h a t we have a budget 

t h a t works i n 2010-2011. I t works. There 

a r e n ' t a l o t o f b e l l s and w h i s t l e s here, but 



i t works. I n 2011-2012, i t i s n ' t going t o 

work. We are l o o k i n g at a s h o r t f a l l of 2.4 

b i l l i o n . 

Now, t h a t ' s our e s t i m a t e , as of 

when we put the budget t o g e t h e r in January of 

2010. When we step back and the budget i s 

f i n a l i z e d , h o p e f u l l y t h i s June, you know, 

those assumptions w i l l a l l change. 

But I have no doubt t h a t t h e r e is 

going t o be, s t i l l , a v e r y s i g n i f i c a n t gap. 

And i t ' s going to be a huge c h a l l e n g e f o r the 

next a d m i n i s t r a t i o n . S o i t i s v e r y i m p o r t a n t 

t h a t we are l o o k i n g at those numbers and t h a t 

the gentlemen t h a t are r u n n i n g f o r governor 

are a l s o l o o k i n g a t those numbers. 

REPRESENTATIVE ROHRER: Mr. 

Chairman, I j u s t have one comment on t h i s . 

J u s t b r i e f l y , t o f i n i s h up--I d i d n ' t want t o 

go any f u r t h e r on t h a t - - b e c a u s e it f o c u s e s on 

t h i s independent group here. 

MS. SODERBERG: Um-hum. 

REPRESENTATIVE ROHRER: I am 

wondering if the -- t h a t the -¬

You know, as you are s a y i n g , you 

are now l o o k i n g towards -- Not you. I am not 



t a l k i n g to you. The a d m i n i s t r a t i o n -¬

MS. SODERBERG: Um-hum. 

REPRESENTATIVE ROHRER: -- is now 

l o o k i n g f o r w a r d to the out y e a r s . That's a 

good t h i n g . 

But these t h i n g s have been i n p l a c e 

f o r a l o n g t i m e . The o u t l o o k , the out y e a r s , 

the c o n s i d e r a t i o n t h a t you are t a l k i n g about 

were known t h r e e or f o u r years ago. Yet they 

seemed not to have been f a c t o r e d i n . And so, 

I would put t h a t f o r t h , the p o t e n t i a l t h a t an 

independent o f f i c e , i n f a c t , may have c a l l e d 

some of those out y e a r s . Because the s t i m u l u s 

fund i s r u n n i n g out. I t was known b e f o r e 

then. 

MS. SODERBERG: No, they weren't 

known t h r e e or f o u r years ago. 

REPRESENTATIVE ROHRER: W e l l , the 

s t i m u l u s fund i s r u n n i n g out. I t was known 

b e f o r e then. 

MS. SODERBERG: W e l l , we o n l y 

r e c e i v e d the s t i m u l u s funds, i t was o n l y 

passed a year ago. 

REPRESENTATIVE ROHRER: I know. 

MS. SODERBERG: Three or f o u r years 



ago, we had a v e r y r o b u s t economy. We were 

s e e i n g i n c r e a s e s in our revenues. So, no, we 

-- our numbers -- our numbers -¬

REPRESENTATIVE ROHRER: I 

understand. I u n d e r s t a n d what you're s a y i n g . 

I don't want to go any f u r t h e r on t h a t . 

MS. SODERBERG: Okay. 

REPRESENTATIVE ROHRER: I j u s t want 

t o , o n t h i s i s s u e , the independents, perhaps, 

I t h i n k , as was r e f e r e n c e d e a r l i e r , you know, 

t h a t i s one v a l u e . And i n l o o k i n g a t what i s 

b e i n g p r o j e c t e d here i s t h a t , perhaps, t h a t 

c o u l d have. I don't t h i n k i t i s the s o l e 

s o l u t i o n . 

MS. SODERBERG: Um-hum. 

REPRESENTATIVE ROHRER: Because I 

t h i n k , a g a i n , a s w e s a i d e a r l i e r , the data i s 

t h e r e . I t h i n k i t ' s how - - I t ' s the q u a l i t y 

o f the i n t e r p r e t a t i o n of the data when i t 

comes, r e g a r d l e s s of who does i t . So I t h i n k 

t h a t p r o b a b l y i s the h e a r t o f i t . 

Mr. Chairman, thank you. 

SENATOR BROWNE: Thank you. 

Senator E a r l l . 

SENATOR EARLL: Thank you, Mr. 



Chairman. 

Madam S e c r e t a r y , I r e a l l y do 

a p p r e c i a t e what is o b v i o u s , t h a t you have 

g i v e n r e a l l y s i n c e r e c o n s i d e r a t i o n t o t h i s 

p r o p o s a l . And I do share your concern t h a t in 

a time where our r e s o u r c e s are so l i m i t e d , is 

i t wise t o b e spending l i m i t e d r e s o u r c e s , 

c r e a t i n g a new b u r e a u c r a t i c s t r u c t u r e t h a t may 

or may not be value-added to the p r o c e s s . 

So, on t h a t , I do a p p r e c i a t e your 

s i n c e r e concern about t h a t . And I am not on 

A p p r o p r i a t i o n s . A l t h o u g h , I have been here 

f o r a w h i l e , so I t h i n k I u n d e r s t a n d a l o t 

about what goes on. 

But I do have a q u e s t i o n . In your 

comparison c h a r t , i t says, c u r r e n t p r a c t i c e , 

a p p r o p r i a t i o n s committees have d i r e c t access 

t o revenue c o l l e c t i o n and budget e x p e n d i t u r e 

i n f o r m a t i o n due t o i n t e g r a t e d f i n a n c i a l and 

a c c o u n t i n g system. Can you e x p l a i n to me a 

l i t t l e b i t more, i n d e t a i l , what t h a t i s ? 

MS. SODERBERG: That's a -- I t ' s a 

IAT system t h a t -¬

I t ' s an SAP a c c o u n t i n g system. It 

was implemented in -- at the end of the l a s t 



a d m i n i s t r a t i o n , 2002-2003. And so, we, by 

i n t e g r a t i n g the system, we are t a l k i n g about 

our p a y r o l l data i s i n t h e r e , our e x p e n d i t u r e 

d a t a . I t r e a l l y r o l l s u p from a l o t o f 

d i f f e r e n t agencies and sources o f i n f o r m a t i o n , 

our e x p e n d i t u r e i n f o r m a t i o n . 

SENATOR EARLL: But in o t h e r words, 

t h i s i s raw data t h a t every a p p r o p r i a t i o n s 

committee has access to? 

MS. SODERBERG: Um-hum. 

SENATOR EARLL: They can 

e x t r a p o l a t e from t h a t data -¬

MS. SODERBERG: Sure. 

SENATOR EARLL: -- and form t h e i r 

own o p i n i o n s ? 

MS. SODERBERG: Sure. 

SENATOR EARLL: And then t h a t forms 

the b a s i s o f the n e g o t i a t i o n t h a t o c c u r s f o r 

the a d m i n i s t r a t i o n . 

MS. SODERBERG: Yeah. For example, 

the Department of C o r r e c t i o n s , u s i n g t h a t as 

an example, they would have i n f o r m a t i o n on 

what the Department o f C o r r e c t i o n s i s spending 

on p a y r o l l . They would have i n f o r m a t i o n on 

what they are spending in o p e r a t i n g . And they 



can l o o k i n t o o p e r a t i n g , a t the d e t a i l , o f 

what's b e i n g spent. 

SENATOR EARLL: And l i k e w i s e , you, 

the Commonwealth, has as an a d v i s e r , you s a i d 

G l o b a l I n s i g h t -¬

MS. SODERBERG: Um-hum, yes. 

SENATOR EARLL: -- t h a t h e l p s you 

determine a revenue p r o j e c t i o n ? 

MS. SODERBERG: C o r r e c t . 

SENATOR EARLL: That the 

a p p r o p r i a t i o n s committees a l r e a d y have the 

a b i l i t y t o have t h e i r own a d v i s e r s , i n terms 

of a d v i s i n g on the revenue p r o j e c t i o n s . And 

a g a i n , t h a t s t i l l i s u l t i m a t e l y g o i n g t o be a 

n e g o t i a t e d p r o d u c t . 

MS. SODERBERG: Most l i k e l y . 

SENATOR EARLL: But we a l r e a d y have 

access t o independent i n f o r m a t i o n , i f w e s o 

choose -¬

MS. SODERBERG: Um-hum. 

SENATOR EARLL: -- as does every 

a p p r o p r i a t i o n committee. 

MS. SODERBERG: The f a c t t h a t we 

have t h i s j o i n t c o n t r a c t w i t h G l o b a l I n s i g h t , 

we a l l have access to the same economic d a t a . 



And G l o b a l I n s i g h t updates i t every month f o r 

us. 

SENATOR EARLL: I mean I am 

concerned t h a t t h e r e i s t h i s p e r c e p t i o n b e i n g 

c r e a t e d t h a t a l l o f the i n f o r m a t i o n t h a t w e 

d e a l w i t h i n the caucuses i s f o r c e f e d through 

o n l y one s i n g l e c o n d u i t o f the a d m i n i s t r a t i o n 

and t h a t ' s r e a l l y not t r u e . 

MS. SODERBERG: I t i s a b s o l u t e l y 

not. I have -- And I'm -- In P e n n s y l v a n i a 

government, I s t a r t e d out on the 

A p p r o p r i a t i o n s Committee. I was an a n a l y s t . 

And I j u s t have a b s o l u t e r e s p e c t f o r the 

s t a f f s of those committees. They are v e r y 

b r i g h t p e o p l e , work v e r y hard. And they 

c h a l l e n g e u s a l l the time, they r e a l l y do. 

As soon as the Governor's budget 

comes out on t h a t Tuesday, the phones s t a r t 

r i n g i n g o f f the w a l l . They want to have -¬

You know, w i t h a l l o f the i n f o r m a t i o n t h a t ' s 

i n t h i s book, they want t o have the d e t a i l e d 

assumptions f o r the tobacco model. They want 

t o know a l l the assumptions f o r M e d i c a l 

A s s i s t a n c e o r A d u l t B a s i c o r whatever the 

i s s u e i s . And they are r e a l l y d i g g i n g i n t o 



the numbers i n g r e a t d e t a i l , i n g r e a t d e t a i l . 

SENATOR EARLL: W e l l , thank you. 

And a g a i n , I do a p p r e c i a t e your -- what I 

t h i n k i s a v e r y s i n c e r e c o n s i d e r a t i o n o f t h i s 

and s h a r i n g your o p i n i o n s w i t h us. 

MS. SODERBERG: Okay. Thank you. 

SENATOR BROWNE: Thank you. 

R e p r e s e n t a t i v e Boyd. 

REPRESENTATIVE BOYD: Thank you, 

Mr. Chairman. 

And, Madam S e c r e t a r y , t h a n k s . I t ' s 

good. I a p p r e c i a t e your f o r t h r i g h t n e s s in 

your p r e s e n t a t i o n . 

I t h i n k one of the t h i n g s t h a t when 

we had f o l k s come i n from the C o n g r e s s i o n a l 

Budget O f f i c e , t h e r e was a -- e v e r y t h i n g 

worked on how the House f o c u s e d on the budget 

p r o c e s s and t h a t one element. But one of the 

t h i n g s t h a t the CBO emphasized was they 

p r o v i d e d a n a d d i t i o n a l r o l e , i n t h a t they d o 

a n a l y s i s o n proposed l e g i s l a t i o n . And I f i n d 

t h a t the b e n e f i t o f t h i s o f f i c e may b e l e s s 

o r i e n t e d towards the budget p r o c e s s and more 

towards some of the t h i n g s t h a t are proposed. 

We have had tremendous debates in 



the House over v a r i o u s p r o p o s a l s . I t h i n k i t 

was House B i l l 1. But a h e a l t h care p r o p o s a l 

b e f o r e the n a t i o n a l model i s out t h e r e . 

R e p r e s e n t a t i v e Eachus, Leader Eachus, had a 

b i l l out. And t h a t became v e r y p o l i t i c i z e d as 

to what adding 300,000 people to a new program 

t h a t the s t a t e would develop, what the c o s t s 

of t h a t would be and what the t a x i m p l i c a t i o n s 

and where the money would come from. 

And I see one of the b e n e f i t s of an 

independent f i n a n c i a l o f f i c e t o b e t h a t i t 

would b e - - t r y , h o p e f u l l y - - a n o n - p o l i t i c i z e d 

agency where we c o u l d get s o r t of independent 

d a t a as opposed to my spin--because I was one 

o f the l e a d q u e s t i o n e r s f o r R e p r e s e n t a t i v e 

Eachus--my s p i n on what those numbers would 

be. And I use t h a t term s p e c i f i c a l l y to 

i n d i c t m y s e l f because I b e l i e v e he had h i s 

debate. 

MS. SODERBERG: Um-hum. 

REPRESENTATIVE BOYD: And I b e l i e v e 

the debate p o l i t i c a l l y was, what's the c o s t of 

t h a t ? 

I t h i n k we see t h a t in Washington 

r i g h t now, t h a t same p r o c e s s . So the q u e s t i o n 



i s , w i l l t h i s o f f i c e - ¬

And I guess my q u e s t i o n f o r you i s , 

do you see b e n e f i t of an o f f i c e l i k e t h a t on 

areas l i k e - - And I w i l l g i v e you one l a s t , 

q u i c k example. We are d e b a t i n g a b i l l i n the 

House r i g h t now on r e q u i r i n g CO2 d e t e c t o r s , 

and we have had t e s t i m o n y -- we have had 

people o n the F l o o r say i t ' s g o i n g t o c o s t u p 

t o f i v e hundred m i l l i o n and somebody s a i d 

s e v e n t y - f i v e m i l l i o n . Wow, what's t h a t , a 

f o u r hundred and t w e n t y - f i v e m i l l i o n d o l l a r 

d i f f e r e n c e . 

So i s t h e r e room f o r an agency l i k e 

t h i s t o t r y and a c t u a l l y p r o v i d e independent 

d a t a t h a t would g i v e l e g i s l a t o r s the t o o l s t o 

make p o l i c y d e c i s i o n s w i t h more f u n d a m e n t a l l y 

- - o r l e t m e j u s t put i t t h i s way, l e s s 

p o l i t i c a l i n f o r m a t i o n ? D o you t h i n k t h a t 

t h a t ' s p o s s i b l e i n t h i s c r a z y b u s i n e s s t h a t w e 

are i n ? 

MS. SODERBERG: I h o n e s t l y don't 

know. 

I mean I l o o k -- As you were 

t a l k i n g , I was t r y i n g to t h i n k of the 

d i f f e r e n t e n t i t i e s t h a t w e a l r e a d y have i n 



p l a c e . You know, the L e g i s l a t i v e Budget and 

Fina n c e , the S t a n d i n g Committees, the H e a l t h 

and W e l f a r e Committee. I mean the 

a p p r o p r i a t i o n s committees, the Budget O f f i c e , 

the a g e n c i e s . I mean t h e r e is -- You are 

r i g h t , t h e r e i s a l o t o f i n f o r m a t i o n out t h e r e 

and a l o t o f i t ' s good i n f o r m a t i o n . 

And u s i n g your term s p i n , you are 

r i g h t , a l o t of the i n f o r m a t i o n becomes 

p o l i t i c i z e d . And I h o n e s t l y don't know i f by 

h a v i n g a s e p a r a t e e n t i t y t h a t comes up w i t h 

some numbers f o r a p r o p o s a l , i f t h a t 

e l i m i n a t e s some of the p a r t i s a n s h i p . I r e a l l y 

don't know. 

REPRESENTATIVE BOYD: Thanks. 

That's i t . Thank you, Mr. 

Chairman. 

SENATOR BROWNE: Thank you. 

Chairman Levdansky. 

CHAIRMIAN LEVDANSKY: Thank you. 

S e c r e t a r y Soderberg, j u s t a few 

q u e s t i o n s in a couple of a r e a s . 

MS. SODERBERG: Sure. 

CHAIRMAN LEVDANSKY: You mentioned 

t h a t the Governor's Budget O f f i c e , you have a 



s t a f f of about 35 p e o p l e . 

MS. SODERBERG: Um-hum. 

CHAIRMIAN LEVDANSKY: What's the 

t o t a l annual budget c o s t f o r the Governor's 

Budget O f f i c e ? 

MS. SODERBERG: For j u s t the 

Governor's Budget O f f i c e , i t ' s about 4.2 

m i l l i o n . 

CHAIRMAN LEVDANSKY: Four p o i n t -¬

MS. SODERBERG: -- two m i l l i o n . 

CHAIRMIAN LEVDANSKY: Okay. 

MS. SODERBERG: And t h a t r e a l l y was 

the b a s i s f o r p r o j e c t i n g what i t r e a l l y would 

c o s t f o r t h i s independent o f f i c e . 

CHAIRMIAN LEVDANSKY: Okay. I have 

a q u e s t i o n about f i s c a l n o t e s . You mentioned 

I t h i n k e a r l i e r t h a t i t ' s the Governor's 

Budget O f f i c e t h a t p r o v i d e s the f i s c a l n o t e s . 

But my u n d e r s t a n d i n g was, h i s t o r i c a l l y , t h a t 

the f i s c a l a n a l y s i s and the f i s c a l notes f o r 

b i l l s , at l e a s t under the House r u l e s f o r 

b i l l s i n the House and amendments t o b i l l s i n 

the House, t h a t the f i s c a l notes were a c t u a l l y 

done by the revenue department. That 

Department of Revenue p e r s o n n e l a c t u a l l y do 



the c o s t i n g - o u t of a f i s c a l note f o r any b i l l 

or amendment. And then t h a t , e s s e n t i a l l y , 

then t h a t i n f o r m a t i o n from the revenue 

department f l o w s through the Governor's Budget 

O f f i c e t o the f o u r a p p r o p r i a t i o n s committees. 

Am I c o r r e c t in my u n d e r s t a n d i n g of t h a t 

p r o c e s s ? 

MS. SODERBERG: The Department of 

Revenue -¬

When we get -- When we are aware 

t h a t a b i l l i s coming up f o r a v o t e , or 

sometimes the a p p r o p r i a t i o n s committees w i l l 

a c t u a l l y ask us, they say, you know, would you 

p u l l t o g e t h e r some numbers f o r us on t h i s , 

t h i s p i e c e o f l e g i s l a t i o n , our o f f i c e , w e 

c o o r d i n a t e w i t h a l l o f the a g e n c i e s . S o 

Department of Revenue, we work w i t h the 

Department of Revenue on revenue numbers f o r 

t a x l e g i s l a t i o n . But i f i t ' s a b i l l d e a l i n g 

w i t h the Department of H e a l t h i n c r e a s e -¬

CHAIRMAN LEVDANSKY: Mandatory 

minimum s e n t e n c i n g , you would have to -¬

MS. SODERBERG: R i g h t . 

CHAIRMAN LEVDANSKY: -- t a l k t o 

people i n the Department o f C o r r e c t i o n s ? 



MS. SODERBERG: We would -- R i g h t . 

A b s o l u t e l y , we do. 

And so, we work w i t h a l l of the 

a g e n c i e s , p u l l i n g the i n f o r m a t i o n t o g e t h e r . 

And some p i e c e s of l e g i s l a t i o n , we are t a l k i n g 

about m u l t i p l e a g e n c i e s . So we c o o r d i n a t e 

w i t h a l l o f the n e c e s s a r y a g e n c i e s , p u l l i n g 

the i n f o r m a t i o n t o g e t h e r , p r e p a r i n g the 

o f f i c i a l f i s c a l note o n b e h a l f o f the 

a d m i n i s t r a t i o n and then we share t h a t w i t h the 

a p p r o p r i a t i o n s committees. 

I n t e r e s t i n g l y enough, one of the 

f i r s t t h i n g s t h a t I was t r a i n e d on when I was 

a n a n a l y s t was t h a t d o i n g a f i s c a l note i s 

p r o b a b l y one of the b e s t ways of l e a r n i n g 

about p u b l i c p o l i c y and l e a r n i n g about the 

a g e n c i e s . And I can remember my boss at the 

time s a y i n g , you know, I want you to l o o k at 

t h a t f i s c a l note from the Budget O f f i c e , but I 

want you t o do your own f i s c a l note. Meaning 

t h a t , he wanted me to be v e r y f a m i l i a r w i t h 

what the Department of C o r r e c t i o n s was d o i n g 

or what the Department of H e a l t h was d o i n g , 

whatever the agency a s s o c i a t e d w i t h t h a t p i e c e 

of l e g i s l a t i o n was, so t h a t I c o u l d do my own 



assumptions. 

CHAIRMIAN LEVDANSKY: Okay. And -¬

But go, f o r example, to the t a x code changes 

MS. SODERBERG: Um-hum. 

CHAIRMAN LEVDANSKY: -- l i k e 

expanding the s a l e s t a x t o d i f f e r e n t p r o d u c t s 

o r s e r v i c e s t h a t u p t o t h i s p o i n t haven't been 

t a x e d . That e s t i m a t e on what expanding the 

s a l e s t a x t o i n c l u d e d i f f e r e n t p r o d u c t s and 

s e r v i c e s , t h a t would e s s e n t i a l l y b e c o s t e d - o u t 

( p h o n e t i c ) , t h a t a n a l y s i s would be done by the 

Department of Revenue? 

MS. SODERBERG: R i g h t , yes. 

CHAIRMIAN LEVDANSKY: Okay. So most 

of the t a x code changes -¬

MS. SODERBERG: Yes. 

CHAIRMAN LEVDANSKY: -- come 

through. But, you know. So e s s e n t i a l l y the 

m a j o r i t y o f a p p r o p r i a t i o n s i n both the House 

and the Senate are r e a l l y dependent upon the 

Governor's Budget O f f i c e to do the revenue 

e s t i m a t e -- to do the f i s c a l notes on 

d i f f e r e n t p r o p o s a l s t h a t ' s under c o n s i d e r a t i o n 

i n both chambers? 



MS. SODERBERG: We work v e r y 

c l o s e l y w i t h the F l o o r a p p r o p r i a t i o n s 

committees. And, yes, we have -- Yeah, we are 

r o u t i n e l y s ending over f i s c a l notes f o r them 

t o use. 

CHAIRMAN LEVDANSKY: And I am not 

making t h i s -- I j u s t want t o put t h i s 

s c e n a r i o out t h e r e but not because I t h i n k 

t h a t i t has happened under your watch o r under 

t h i s Governor. 

MS. SODERBERG: Um-hum. 

CHAIRMAN LEVDANSKY: But it would 

seem to me t h a t under t h a t f l o w of i n f o r m a t i o n 

t h a t i f a governor l i k e d a p a r t i c u l a r i d e a i n 

the l e g i s l a t u r e , o r say h e d i d n ' t l i k e i t , 

t h e r e may be -- t h e r e i s an i n c e n t i v e t o maybe 

o v e r i n f l a t e the c o s t o f i t , o r u n d e r e s t i m a t e 

the t r u e c o s t , based on whether or not you 

l i k e the i d e a . And the r e a l i t y i s then t h a t 

b o t h a p p r o p r i a t i o n s -- the m a j o r i t y of 

a p p r o p r i a t i o n s i n e i t h e r chamber w i l l be 

g e t t i n g the same i n f o r m a t i o n from the 

Governor, from the Governor's Budget O f f i c e . 

MS. SODERBERG: I t i s n ' t j u s t the 

m a j o r i t y . I t ' s the m i n o r i t y a p p r o p r i a t i o n s a s 



w e l l . They do the f i s c a l notes as w e l l . They 

are j u s t not the o f f i c i a l f i s c a l note t h a t 

gets a t t a c h e d t o the b i l l . 

We t r y to p r o v i d e honest 

i n f o r m a t i o n o n what the c o s t i s . Whether o r 

not the committees use t h a t i n f o r m a t i o n or how 

they might a d j u s t i t i s up t o them. I mean 

t h e i r f i s c a l notes are not n e c e s s a r i l y a 

d u p l i c a t e of what we p r o v i d e them. 

CHAIRMAN LEVDANSKY: But a l l of the 

a p p r o p r i a t i o n s committees then are dependent 

upon the Governor's Budget O f f i c e f o r the 

i n f o r m a t i o n on which t o base t h e i r f i s c a l 

notes t h a t they i s s u e ; and so, i t would seem 

t o m e i f they are a l l - - i f they a l l - - i f 

t h e y a l l get - ¬

MS. SODERBERG: They -¬

CHAIRMAN LEVDANSKY: -- get the 

same data from the Governor's Budget O f f i c e , 

why s h o u l d t h e r e ever be a v a r i a n c e between a 

m i n o r i t y and a m a j o r i t y f i s c a l note? 

MS. SODERBERG: But t h e r e is 

because we w i l l i n c l u d e our assumptions. For 

example, Senate B i l l 1, we used the assumption 

t h a t i t would b e a n o f f i c e s i m i l a r t o the 



Budget O f f i c e , and we l a i d t h a t out i n our 

f i s c a l note. 

Somebody in the Senate, who is 

p r e p a r i n g a f i s c a l note, might say, w e l l , 

t h a t ' s i n t e r e s t i n g , the Budget O f f i c e t h i n k s 

i t ' s g o i n g t o be more l i k e the Budget O f f i c e . 

I t h i n k and a n a l y s t s t h i n k i t ' s g o i n g t o b e 

more l i k e the C o n g r e s s i o n a l Budget O f f i c e . Or 

I t h i n k i t ' s going t o be more l i k e the Senate 

A p p r o p r i a t i o n s Committee and when I l o o k at 

the s t a f f i n g of t h a t o f f i c e and what the 

s a l a r i e s a r e , t h i s i s what I t h i n k the c o s t s 

w i l l be. 

CHAIRMIAN LEVDANSKY: So a g a i n , i t ' s 

based on what assumptions you b u i l d i n t o the 

models? 

MS. SODERBERG: Um-hum. 

CHAIRMAN LEVDANSKY: Which is 

always the -¬

MS. SODERBERG: A b s o l u t e l y . 

CHAIRMAN LEVDANSKY: Let me t u r n 

f o r a second to the revenue e s t i m a t e s . At the 

b e g i n n i n g of the budget p r o c e s s , the 

a d m i n i s t r a t i o n , you know, the Governor, 

whatever governor, my u n d e r s t a n d i n g is when 



t h e y produce t h e i r budget, they have a l r e a d y 

-- and i t ' s not the Governor's Budget O f f i c e 

t h a t you are t e l l i n g me t h a t i t does the 

revenue -¬

W e l l , you i s s u e the revenue 

e s t i m a t e but e s s e n t i a l l y the data c o l l e c t i o n 

i s , we use G l o b a l I n s i g h t s . Years back, we 

used Work E c o n o m e t r i c s . So the o u t s i d e 

c o n s u l t a n t t h a t does the econometric 

f o r e c a s t i n g then, the Governor's Budget O f f i c e 

reviews t h a t . And based on the n a t i o n a l 

t r e n d s , the n a t i o n a l economy, f o r maybe 

b u s i n e s s investment or consumer spending o r , 

you know, you know, d u r a b l e p r o d u c t s , and 

p e r k s , or whatever -¬

MS. SODERBERG: I t ' s always a 

dynamic p r o c e s s . I mean u s i n g t h i s year as an 

example, i t ' s p r e t t y amazing. I n the l a s t 

q u a r t e r of 2009, gross domestic p r o d u c t grew 

by 5.9 p e r c e n t . I mean j u s t much h i g h e r than 

anybody a n t i c i p a t e d . And everybody knew -¬

know t h a t t h a t wasn't s t a i n a b l e . 

But at the time t h a t t h a t was 

happening, G l o b a l I n s i g h t was t e l l i n g u s t h a t 

t h e y were p r o j e c t i n g t h a t gross domestic 



p r o d u c t was going to grow by about 2.2 p e r c e n t 

in 2010. Then, in January, as we were 

f i n a l i z i n g the budget, they upped t h e i r 

e s t i m a t e to 2.6 p e r c e n t . Then, w i t h i n days of 

u s r e l e a s i n g the budget, they upped i t a g a i n 

to 3 p e r c e n t . So t h e r e is -¬

You know, i t ' s a v e r y dynamic 

p r o c e s s . When we are p u t t i n g the budget 

t o g e t h e r , we are l o o k i n g at what's hap -- what 

are G l o b a l I n s i g h t ' s p r o j e c t i o n s , what are 

t h e i r economic f a c t o r s , and they update t h o s e , 

you know, on a monthly b a s i s ; but a l s o what's 

the a c t u a l revenue c o l l e c t i o n t h a t i s 

o c c u r r i n g and what are the i n d i c a t i o n s t h e r e 

t h a t might g i v e us an i n d i c a t i o n of something 

about to change. 

And Dan H a s s e l and I--Dan H a s s e l is 

the A c t i n g S e c r e t a r y of Revenue--and I 

p r o b a b l y are on the phone, I don't know, maybe 

f i v e times a week. We meet r e g u l a r l y and we 

work v e r y c l o s e l y . 

CHAIRMAN LEVDANSKY: So you get the 

econometric f o r e c a s t s from G l o b a l I n s i g h t s -¬

MS. SODERBERG: Um-hum. 

CHAIRMAN LEVDANSKY: -- and then 



you i s s u e a revenue e s t i m a t e upon which the 

Governor bases h i s proposed budget -¬

MS. SODERBERG: R i g h t . 

CHAIRMAN LEVDANSKY: -- t h a t he 

d e l i v e r s t o the G e n e r a l Assembly i n February, 

c o r r e c t ? 

MS. SODERBERG: Um-hum. 

CHAIRMIAN LEVDANSKY: Then when's 

the next time? So you c e r t i f y a revenue 

e s t i m a t e at the b e g i n n i n g of the budget 

p r o c e s s ? 

MS. SODERBERG: No. No, t h a t i s 

j u s t a revenue e s t i m a t e . I t ' s not a 

c e r t i f i c a t i o n i n February. 

CHAIRMIAN LEVDANSKY: Okay. 

MS. SODERBERG: Most -- The 

m a j o r i t y of our revenues i n P e n n s y l v a n i a come 

i n i n the l a s t f o u r months of the year; most 

s i g n i f i c a n t l y , March and A p r i l . Those are the 

b i g months, a l o t of key t a x -- b u s i n e s s t a x e s 

come in in March and, of course, we have 

p e r s o n a l income t a x e s i n A p r i l . 

We are l o o k i n g at a l o t of 

d i f f e r e n t touch p o i n t s on a monthly b a s i s . 

The 20th of the month, s a l e s t a x c o l l e c t i o n s 



come i n . That's a v e r y i m p o r t a n t i n d i c a t o r , 

e s p e c i a l l y i n t h i s economy i s , what's 

happening w i t h t h a t . B u s i n e s s t a x payments. 

T h i s month, you know, we have got a l l eyes on 

c o r p o r a t e t a x e s . 

T h i s year i s a v e r y unique year, i n 

t h a t we have got the amnesty program. Those 

payments a r e n ' t going i n u n t i l June 18th. So 

at the v e r y , v e r y end of the p r o c e s s , we have 

got some s i g n i f i c a n t d o l l a r s coming i n . 

CHAIRMAN LEVDANSKY: So you i s s u e 

revenue e s t i m a t e s and revenue f o r e c a s t s at the 

b e g i n n i n g of the budget -¬

MS. SODERBERG: And then -¬

CHAIRMAN LEVDANSKY: -- which the 

Governor bases h i s - - j u s t l e t m e f i n i s h - - w h i c h 

the Governor bases h i s proposed budget on; and 

then, on a monthly b a s i s , you make adjustments 

to the e s t i m a t e s based on what a c t u a l 

c o l l e c t i o n s a r e . At some p o i n t , at some p o i n t 

in the budget p r o c e s s , r i g h t b e f o r e we adopt 

the budget, the budget s e c r e t a r y i s r e q u i r e d 

t o c e r t i f y - ¬

MS. SODERBERG: Um-hum. 

CHAIRMAN LEVDANSKY: -- the 



o f f i c i a l revenue e s t i m a t e . Under e x i s t i n g 

law, when are you r e q u i r e d t o c e r t i f y the 

revenue e s t i m a t e ? 

MS. SODERBERG: That happens at a 

p o i n t i n time when the Governor i s a c t u a l l y 

s i g n i n g the budget. And i t i s - - i t ' s almost 

a t h r e e - s t e p p r o c e s s because you have the 

e x p e n d i t u r e document but you a l s o might have 

some revenue documents. So the c e r t i f i c a t i o n 

i s o n l y f o r those revenues t h a t are i n law. 

S o i f t h e r e i s a t a x change t h a t i s o c c u r r i n g 

i n c o n j u n c t i o n w i t h the budget, w e ' l l h o l d o f f 

and do the c e r t i f i c a t i o n once t h a t t a x b i l l i s 

a l s o s i g n e d and i s i n law. 

T h i s l a s t year, we d i d two 

c e r t i f i c a t i o n s . We d i d a c e r t i f i c a t i o n when 

the b r i d g e b i l l was s i g n e d because we had t o 

c e r t i f y the revenues t h a t were a v a i l a b l e at 

t h a t p o i n t in t i m e . And then October 9th -¬

I s i t the 9th? 

MR. DONLEY: Yeah. 

MS. SODERBERG: -- when the f i n a l 

b i l l , the budget b i l l was f i n a l i z e d and t h e r e 

were some revenue changes a s s o c i a t e d w i t h 

t h a t , we d i d a second c e r t i f i c a t i o n . And then 



a g a i n , I have j u s t been reminded of a t h i r d 

c e r t i f i c a t i o n i n January, when the t a b l e games 

b i l l was passed, we c e r t i f i e d the revenues f o r 

t h a t p i e c e o f l e g i s l a t i o n . 

CHAIRMAN LEVDANSKY: So you do the 

c e r t i f i c a t i o n s a f t e r l e g i s l a t i o n i s passed? 

MS. SODERBERG: Yes, yes. 

CHAIRMAN LEVDANSKY: And a f t e r a l l 

the f i s c a l and t a x code -¬

MS. SODERBERG: Yes. 

CHAIRMAN LEVDANSKY: -- the b i l l s 

and amendments are c o n s i d e r e d -¬

MS. SODERBERG: Yes. 

CHAIRMAN LEVDANSKY: -- then at 

t h a t p o i n t you d o the c e r t i f i c a t i o n o f those 

items? 

MS. SODERBERG: We don't do a 

c e r t i f i c a t i o n assuming t h i n g s w i l l happen. We 

c e r t i f y what has happened, what we know at 

t h a t p o i n t i n t i m e . 

CHAIRMIAN LEVDANSKY: Okay. Okay. 

Thank you. 

SENATOR BROWNE: We've imposed on 

you a l o t l o n g e r than we o r i g i n a l l y s a i d t h a t 

we would. So I j u s t would have a couple of 



b r i e f thoughts i n r e l a t i o n t o your t e s t i m o n y , 

and comments by the members, on your notes 

about the o v e r a l l i n t e n t o f t h a t . 

MS. SODERBERG: Um-hum. 

SENATOR BROWNE: You know, the 

chairman of t h i s committee when I s t a r t e d i n 

1994, Chairman B o r t ( p h o n e t i c ) , from E r i e , 

used t o have us -- used t o say many times t h a t 

sometimes where you s t a n d depends on where you 

s i t . And I t h i n k i n r e g a r d s t o the 

n e g o t i a t i o n p r o c e s s and your r e l a t i v e 

r e s p o n s i b i l i t i e s and your powers i n t h a t 

p r o c e s s , you are g o i n g t o s t a n d i n a d i f f e r e n t 

p l a c e . 

I t ' s m y b e l i e f t h a t our 

c o n s t i t u t i o n s t i p u l a t e s equal 

r e s p o n s i b i l i t i e s , o n b e h a l f o f the Governor 

and the l e g i s l a t u r e , to pass a b a l a n c e d 

budget. S o i n o r d e r f o r u s t o engage i n those 

and execute on those r e s p o n s i b i l i t i e s , i t ' s my 

b e l i e f t h a t both s i d e s need t o b e i n equal 

f o o t i n g . I t h i n k anyone i n the l e g i s l a t u r e 

would b e l i e v e t h a t , and I would hope t h a t 

those who are n e g o t i a t i n g on the o t h e r s i d e 

would a t l e a s t i n p r i n c i p l e b e l i e v e t h a t . 



Now, the c u r r e n t p r o c e s s , which you 

had done v e r y w e l l on e x p l a i n i n g how i t t r i e s 

t o a c c o m p l i s h t h a t , i s b u i l t i n a way t h a t i t 

c a n ' t . Because what we are t a l k i n g about is 

u l t i m a t e l y a n accommodation o f the l e g i s l a t u r e 

on i n f o r m a t i o n a v a i l a b l e to one s i d e and 

produced by one s i d e . 

We have a l l been here f o r a w h i l e 

and we get d i r e c t l y engaged in the p r o c e s s 

t h a t w e get c o m f o r t a b l e w i t h . But i f you s t e p 

o u t s i d e t h i s p r o c e s s and you l o o k at any o t h e r 

l a r g e n e g o t i a t i o n p r o c e s s where two d i f f e r e n t 

p a r t i e s have equal r e s p o n s i b i l i t i e s , one p a r t y 

i s not going t o b e i n equal f o o t i n g , w i l l not 

be a b l e t o make a d e c i s i o n t h a t ' s b e s t f o r 

them and t o meet t h e i r r e s p o n s i b i l i t i e s when 

a l l o f the i n f o r m a t i o n a v a i l a b l e , i n o r d e r t o 

make t h a t d e c i s i o n , u l t i m a t e l y comes and i s 

v e r i f i e d b y one s i d e . 

And what happens in those 

s i t u a t i o n s i s those s i d e s are accommodated and 

t h e i r r e s p o n s i b i l i t i e s are accommodated 

through independent v e r i f i c a t i o n . So when you 

have a n e g o t i a t i o n on a d e a l , say a l a r g e 

d e a l , a b i l l i o n d o l l a r s , and one o f the s i d e s 



has to r e l y on i n f o r m a t i o n from the o t h e r 

s i d e , i n o r d e r t o make sure t h a t i t ' s c o r r e c t , 

what i s common p r a c t i c e i s some s o r t of 

independent v e r i f i c a t i o n and, i n most r e g a r d s , 

an a u d i t . So you have a t h i r d p a r t y , t h a t ' s 

not connected w i t h any o f t h e s e p a r t i e s , 

s a y i n g t h a t t h a t i n f o r m a t i o n i s good s o t h a t 

b o t h p a r t i e s are c o m f o r t a b l e t h a t the 

i n f o r m a t i o n t h a t they are r e l y i n g o n i s a s 

c r e d i b l e and as a c c u r a t e as p o s s i b l e . 

That's the p a r t of our p r o c e s s t h a t 

i s m i s s i n g , Madam S e c r e t a r y . There i s none of 

t h a t g o i n g on. Because e i t h e r s i d e has 

i n f o r m a t i o n t h a t they develop, and they o f f e r 

i n the p r o c e s s , w i t h o u t t h a t independent p a r t y 

t h a t can say, yes, the i n f o r m a t i o n i s good. 

Now, on revenue e s t i m a t i n g , you had 

s t a t e d t h a t we both have access t o the same 

i n f o r m a t i o n . But u l t i m a t e l y , r e g a r d l e s s o f 

t h a t , the d e c i s i o n l i e s w i t h one p a r t y , and 

the power of t h a t cannot be u n d e r e s t i m a t e d . 

And i t has been used t o d r i v e the spending. 

I w i l l note one c i r c u m s t a n c e t h a t 

we have both been through, back when the 

economy was booming and revenue was coming 



i n t o the assembly, v e r y c o m f o r t a b l y . When we 

f i n i s h e d a budget i n A p r i l , i t was the r e q u e s t 

o f the a d m i n i s t r a t i o n a t t h a t time t o c e r t i f y 

the revenue e s t i m a t e i n A p r i l . Because they 

were a f r a i d t h a t , g i v e n the revenue run-ups 

t h a t were going to happen in May and June, 

t h e r e would have been too much money to spend. 

S o w e c e r t i f i e d i t e q u a l l y and got 

i t out o f the p l a c e . That was the d e c i s i o n o n 

one s i d e of the a i s l e . Maybe i t wasn't the 

b e s t d e c i s i o n , but i t was s t i l l a d e c i s i o n 

t h a t was d r i v e n by one p a r t y in the 

n e g o t i a t i o n s , not b o t h . That u l t i m a t e l y i s 

the d e c i s i o n t h a t , under our law, t h a t 

unbalances the e q u a t i o n . And t h e r e ' s many 

o t h e r p a r t s t o i t , t o o . 

Your performance measurements and 

your performance e v a l u a t i o n p r o c e s s i s 

l a u d a b l e . However, i t i s s t i l l something t h a t 

is engaged and produced by a p a r t y t h a t has a 

v e r y i m p o r t a n t s t a k e i n the p r o c e s s . I t ' s not 

done by someone who can say t h a t t h i s 

i n f o r m a t i o n i s independent and i t i s v e r i f i e d 

r e g a r d l e s s o f the i n t e n t o f the p a r t i e s t o 

make open n e g o t i a t i o n s . 



A performance measurement system 

cannot b e c r e d i b l e and r e l i a b l e u n l e s s i t i s 

produced by an independent p a r t y . You know, 

j u s t from a s t a n d p o i n t o f f i n a n c i a l 

management, you can't have the p a r t y spending 

money b e i n g the o n l y p a r t y who has the a b i l i t y 

and the charge to e v a l u a t e performance 

e v a l u a t i o n ; and t h a t ' s what t h i s o f f i c e i s 

engaged to do. 

And l a s t l y , what we are l o o k i n g t o 

do i s have, as much as p o s s i b l e , a p r o c e s s of 

mutual accommodation. And you put the budget 

t i m e l i n e on the t a b l e -¬

MS. SODERBERG: Um-hum. 

SENATOR BROWNE: -- and noted t h a t 

the p r o c e s s o f one o f the p a r t i e s i n 

n e g o t i a t i o n s o n l y s t a r t s more than h a l f w a y 

through the p r o c e s s under our s t a t u t o r y budget 

p r o c e s s . 

You can't have a p r o c e s s of mutual 

accommodation w i t h equal r i g h t s and 

r e s p o n s i b i l i t i e s when t h e r e i s n ' t a mechanism 

t o engage both s i d e s throughout the e n t i r e 

year, a s t a t u t o r y mechanism to do t h a t . J u s t 

g e t t i n g the i n f o r m a t i o n b e f o r e the 



A p p r o p r i a t i o n s h e a r i n g s , g e t t i n g them a f t e r 

t h e y are developed i n t o the budget p r o p o s a l , 

is not enough when everyone b a l a n c e s the 

e q u a t i o n . 

So the s h o r t p o i n t t h a t I would 

l i k e t o make i s , what our g o a l i s t o do i s t o 

make sure t h a t both s i d e s have equal a b i l i t y 

t o make the d e c i s i o n s they are 

c o n s t i t u t i o n a l l y o b l i g a t e d t o do, and even, 

and w i t h the b e s t i n t e n t i o n s o f t h i s 

a d m i n i s t r a t i o n , p r o v i d e i n f o r m a t i o n t o us. 

The p r o c e s s i n and o f i t s e l f i s not a b l e t o d o 

t h a t . 

And i t w i l l r e s u l t i n e f f i c i e n c y . 

And i t w i l l r e s u l t i n a l a c k of accommodation, 

which i s i n our b e s t i n t e r e s t s t o get our 

budget done. And t h a t ' s the fundamental 

reason why t h i s i s d i f f e r e n t than the c u r r e n t 

p r o c e s s and why i t ' s b e t t e r than the c u r r e n t 

p r o c e s s . 

And I a p p r e c i a t e your o p i n i o n s 

today. Thank you v e r y much. 

MS. SODERBERG: Thank you v e r y much 

f o r i n v i t i n g me today. As I s a i d , I commend 

the two committees f o r coming t o g e t h e r , t o t r y 



t o f i n d some good s o l u t i o n s f o r i m p r o v i n g t h i s 

p r o c e s s . None of us want a r e p e a t of what 

happened l a s t y e a r . 

I have to c o n t i n u e to say t h a t I 

t h i n k t h a t we have a l o t of knowledgeable 

people o n both s i d e s o f the a i s l e , i n the 

G e n e r a l Assembly, i n the a d m i n i s t r a t i o n . 

As you were t a l k i n g about h a v i n g 

access to d a t a , and I was h a v i n g a f l a s h b a c k 

t o l a s t summer, where we had a n a l y s t s f o r 

d i s c u s s i n g - - f r o m the G e n e r a l 

A s s e m b l y - - d i s c u s s i n g M e d i c a l A s s i s t a n c e . And 

t h e y have a w e a l t h of i n f o r m a t i o n and a w e a l t h 

of knowledge. And they don't j u s t p i c k up the 

g a u n t l e t and go to work when the Governor's 

budget comes out. They are working year 

round, v e r y knowledgeable about t h i s budget. 

Thank you f o r your remarks on 

performance measures. I t h i n k we have done a 

g r e a t j o b . And you're r i g h t , i t ' s v e r y 

i m p o r t a n t , when you're l o o k i n g at performance 

measures, to measure a g a i n s t what's happening 

in the r e s t of the c o u n t r y . And we have 

worked v e r y h a r d t o i d e n t i f y benchmarks t o 

r e p r e s e n t s t a n d a r d s throughout the c o u n t r y i n 



a number of our a g e n c i e s . 

You know, in the end, it may come 

down t o j u s t the l e a d e r s h i p t h a t i s r e q u i r e d 

t o make the tough d e c i s i o n s and move the 

pro c e s s a l o n g . 

SENATOR BROWNE: And you have been 

t h e r e f o r t h a t . I a p p r e c i a t e your h a r d work. 

It was a tough year, l a s t y e a r . We got 

through i t . I t was h a r d . And again--as you 

p o i n t out--my o n l y i n t e n t i o n w i t h t h i s and 

h o p e f u l l y t h i s j o i n t committee, i f we move 

t h i s f o r w a r d , i s t o improve t h a t . S o I 

a p p r e c i a t e i t . 

MS. SODERBERG: Thank you. 

SENATOR BROWNE: Thank you v e r y 

much. We are s u f f i c i e n t l y b e h i n d . 

U n d e r s t a n d i n g the -- That was a v e r y v a l u a b l e 

time p e r i o d f o r a l l o f us. S o thank you f o r 

t h a t . 

The next t e s t i f i e r i s Robert 

P o w e l l , S e n i o r A d v i s o r from Government P o l i c y 

i n the C a n s l e r Fuquay--is i t - - S o l u t i o n s , I n c . 

Robert, thank you. 

MR. POWELL: Good morning, Mr. 

Chairman. I r e c o g n i z e you are r u n n i n g b e h i n d . 



I w i l l t a k e guidance from you i n terms of how 

to approach my p r e s e n t a t i o n to you. 

SENATOR BROWNE: I f you c o u l d make 

i t as -- w i t h o u t s a c r i f i c i n g substance, make 

i t a s b r i e f a s you can. 

MR. POWELL: W e l l , then I w i l l cut 

to the chase -¬

SENATOR BROWNE: Okay. 

MR. POWELL: -- and g i v e you what I 

t h i n k are the most i m p o r t a n t p a r t s . I do have 

a n a r r a t i v e t h a t has been s u b m i t t e d f o r the 

r e c o r d , and I hope you w i l l have an 

o p p o r t u n i t y t o rea d t h a t . That w i l l g i v e you 

a l i t t l e b i t of background on the h i s t o r y of 

the l e g i s l a t i v e f i s c a l o f f i c e i n North 

C a r o l i n a . 

Very q u i c k l y . While I am now a 

y e a r - a n d - a - h a l f r e t i r e d , I spent my e n t i r e 

c a r e e r i n North C a r o l i n a s t a t e government, 3 7 

y e a r s ; 25 years in the S t a t e Budget O f f i c e ; 12 

of those years as Deputy S t a t e Budget O f f i c e r ; 

one year as S t a t e Budget O f f i c e r ; and the 

f i n a l seven years as S t a t e C o n t r o l l e r . And I 

have a r e a l a p p r e c i a t i o n f o r the c o n v e r s a t i o n 

t h a t you j u s t had w i t h your s e c r e t a r y o f the 



budget. So I t h i n k I have an u n d e r s t a n d i n g of 

the i s s u e s t h a t you are f a c i n g . 

As I s a i d , two p o i n t s . North 

C a r o l i n a has had a l e g i s l a t i v e budget o f f i c e 

- - w e l l , l e g i s l a t i v e f i s c a l o f f i c e , a s w e c a l l 

i t , f o r 3 9 y e a r s . I t s t a r t e d i n 1971. 

And the reason they s t a r t e d i t was 

t h e y f e l t l i k e t hey needed t o have t h e i r own 

independent s t a f f , and a d v i c e , guidance and 

a n a l y s i s f o r the budget i s s u e s . Not 

n e c e s s a r i l y because t h e r e was any k i n d of 

c o n f l i c t between the l e g i s l a t i v e and e x e c u t i v e 

branch, but I t h i n k they had some l e g i s l a t o r s 

at the time who c o u l d see w e l l in advance and 

u n d e r s t a n d t h a t the f u t u r e was going to be 

n e c e s s a r y to have t h a t k i n d of a p l u s and 

minus d i s c u s s i o n over a p e r i o d of t i m e . 

The funny -- In 1971 when it was 

e s t a b l i s h e d , o n l y two years l a t e r we had the 

f i r s t R e p u b l i c a n governor i n No r t h C a r o l i n a i n 

100 y e a r s . So I guess those people s o r t of 

had an i d e a of what they were going to be 

l o o k i n g a t i n the f u t u r e . 

The c u r r e n t o r g a n i z a t i o n has grown 

d r a m a t i c a l l y from the o r i g i n a l concept. I t 



s t a r t e d out w i t h l e s s than 10 p e o p l e . The 

s t a f f now has grown to 38 p e o p l e , 36 of those 

are p r o f e s s i o n a l people who are i n v o l v e d i n 

budget r e v i e w and budget a c t i v i t y of some 

n a t u r e . 

The budget f o r t h a t o r g a n i z a t i o n i s 

$4.5 m i l l i o n . They are -- They m i r r o r the 

s t a t e budget o f f i c e i n many ways. They are 

d i v i d e d i n t o 11 f u n c t i o n a l teams, such as 

t r a n s p o r t a t i o n , n a t u r a l and economic 

r e s o u r c e s , h e a l t h and human s e r v i c e s , g e n e r a l 

government. And each team has t h r e e to f o u r 

members and they are i n v o l v e d w i t h a n a l y z i n g , 

year round, the a c t i v i t i e s o f those agencies 

a s w e l l a s t h e i r budgets. 

The d i r e c t o r of the commission -- I 

a m s o r r y , the d i r e c t o r o f the d i v i s i o n i s 

h i r e d b y the L e g i s l a t i v e S e r v i c e s Commission. 

The L e g i s l a t i v e S e r v i c e s Commission is a group 

of l e g i s l a t o r s - - e q u a l House, e q u a l Senate, 

Democrats and R e p u b l i c a n s - - a n d they are 

r e s p o n s i b l e f o r h i r i n g t h a t p e r s o n . That 

p erson i s r e s p o n s i b l e f o r making 

recommendations t o the commission f o r s t a f f . 

The s t a f f has to be approved by the 



commission, but they spend a l o t of -- w e l l , 

t h e y put a l o t of emphasis and a l o t of 

support i n the recommendation o f the d i r e c t o r . 

As you move ahead w i t h t h i s 

p r o c e s s , I would encourage you to g i v e s e r i o u s 

thought t o the d i r e c t o r , the importance o f 

t h a t p o s i t i o n , and how t h a t p o s i t i o n i s 

u l t i m a t e l y g o i n g t o i n t e r a c t between the 

e l e c t e d body and the s t a f f o f the 

l e g i s l a t i v e - - o f the l e g i s l a t i v e s t a f f . 

The p r i m a r y f u n c t i o n s o f the s t a f f . 

When the Governor submits t h e i r budget, they 

are r e s p o n s i b l e f o r s t a f f i n g the v a r i o u s 

l e g i s l a t i v e d i v i s i o n s , o r committees, w i t h i n 

those f u n c t i o n a l a r e a s . 

They r e v i e w , a n a l y z e , s u p p o r t , make 

p r e s e n t a t i o n s , and g e n e r a l l y r e p r e s e n t t h a t 

budget t o t h e i r v a r i o u s committees. That 

i n c l u d e s the c o n t i n u a t i o n , expansion, c a p i t a l 

improvements, i n f o r m a t i o n t e c h n o l o g y , and the 

revenue e s t i m a t i o n component of the Governor's 

budget. 

They a i d i n the development o f 

l e g i s l a t i o n t h a t has a budget impact. 

They do f i s c a l n o t e s . Those f i s c a l 



notes have to be r e a d a b l e and u n d e r s t a n d a b l e , 

and they are r e s p o n s i b l e f o r d o i n g t h a t f i v e 

years out. You l o o k at the c u r r e n t year 

spending and you p r o j e c t i t out f i v e y e a r s . 

They are r e s p o n s i b l e f o r t r a c k i n g 

f e d e r a l spending and the impact t h a t might 

have on s t a t e spending in the l o n g term. 

When the s e s s i o n i s not i n -- And 

by the way, we have a b i a n n u a l budget, updated 

each odd year -- each even year. Our budget 

i s adopted i n the odd year. We are a f u l l 

s e s s i o n . By t h a t , I mean January t o about 

J u l y . A budget is adopted. And then the next 

year, they come i n , around May, m i d d l e of May, 

and s t a y u n t i l about the end o f J u l y t o update 

t h a t budget. 

So when the s e s s i o n is not i n - - o u r s 

i s not a f u l l - t i m e l e g i s l a t u r e - - t h e s t a f f i s 

r e q u i r e d to be out m o n i t o r i n g a g e n c i e s , 

m o n i t o r i n g spending, r e v i e w i n g impact on 

programs, and s t a f f i n g the s t a n d i n g committees 

and the ad hoc committees t h a t are w i t h i n the 

l e g i s l a t u r e . So they have a f u l l - t i m e job and 

they are f u l l time i n t h a t environment. 

They are a l s o m o n i t o r i n g economic 



c o n d i t i o n s , revenue c o l l e c t i o n s , and they are 

d e v e l o p i n g t h e i r own e s t i m a t e s o f revenue f o r 

the c u r r e n t year, s h o r t f a l l s f o r the c u r r e n t 

year, and e s t i m a t e s o f revenue i n the l o n g 

term. 

Now, t h a t o r g a n i z a t i o n , as I s a i d , 

has been in e x i s t e n c e f o r 39 y e a r s . I have 

had the o p p o r t u n i t y to observe them f o r 33 of 

those 39 y e a r s , and I can t e l l you t h a t they 

have t r u l y grown and become a v i a b l e p a r t of 

the budget p r o c e s s i n North C a r o l i n a . 

In 2007, we c r e a t e d , or the 

l e g i s l a t u r e c r e a t e d , what's known as the 

Program E v a l u a t i o n D i v i s i o n . And I s h o u l d say 

t h a t when they o r i g i n a l l y c o n c e i v e d a 

l e g i s l a t i v e s t a f f , they wanted t o have a n 

e v a l u a t i o n component. I n f a c t , they even 

c o n s i d e r e d b r i n g i n g the s t a t e a u d i t o r ' s o f f i c e 

i n t o t h a t environment. But the s t a t e a u d i t o r 

was a c o n s t i t u t i o n a l o f f i c e r , and they d i d n ' t 

want t o f i g h t t h a t f i g h t , so they a v o i d e d i t . 

But in 2007, they d i d develop a 

Program E v a l u a t i o n D i v i s i o n . And I t h i n k they 

f e e l l i k e t h a t t h a t f u l f i l l e d the o r i g i n a l 

i n t e n t o f the l e g i s l a t i v e f i s c a l o f f i c e . That 



o f f i c e has -- i s b a s i c a l l y the same framework 

of the f i s c a l r e s o u r c e o f f i c e . They have 

e l e v e n employees, $1.6 m i l l i o n budget, and 

they have a d i r e c t o r . The d i r e c t o r i s h i r e d 

by the L e g i s l a t i v e S e r v i c e s Commission, and he 

recommends the s t a f f f o r t h a t commission -¬

f o r t h a t the d i v i s i o n . 

Very q u i c k l y . What t h a t Program 

E v a l u a t i o n D i v i s i o n i s r e s p o n s i b l e f o r i s t o 

e v a l u a t e the m e r i t s of programs and the 

e f f e c t i v e n e s s t h a t a n agency has i n c a r r y i n g 

out t h a t a c t i v i t y . 

They are r e q u i r e d to develop 

q u a n t i t a t i v e i n d i c a t o r s f o r measuring 

a c t i v i t i e s and the e x t e n t t o which those are 

a c h i e v e d . They develop c o s t measures where 

measures d o not e x i s t f o r p r o v i d i n g s e r v i c e s . 

They determine compliance w i t h law. They 

recommend improvements to the program. They 

determine compliance w i t h those improvements 

t h a t are adopted, and they p r o v i d e w r i t t e n 

r e p o r t s to the G e n e r a l Assembly on a p e r i o d i c 

b a s i s d u r i n g the course o f the year. 

I am k i n d of r u n n i n g through t h i s , 

Mr. Chairman, so bear w i t h me, i f you w i l l . 



SENATOR BROWNE: Okay. 

MR. POWELL: Let me j u s t mention t o 

you the key i s s u e s t h a t our l e g i s l a t u r e was 

f a c e d w i t h back in 1971. I wasn't t h e r e y e t , 

but I have done some i n t e r v i e w s on t h i s , so I 

am p r o v i d i n g you what I was t o l d . 

They wanted to ensure -- to a s s u r e 

themselves t h a t t h i s s t a f f was p r o f e s s i o n a l , 

n o n p a r t i s a n , working w i t h o u t the i n f l u e n c e o f 

p o l i t i c s . Now, somebody may be l a u g h i n g up 

t h e r e , but l e t me t e l l you, when you go from 

100-percent i n f l u e n c e and you're a b l e to 

reduce i t down t o about 30-percent i n f l u e n c e , 

t h a t ' s p r e t t y good on a b u s i n e s s . You know, 

when you are i n the p o l i t i c a l environment, 

i t ' s h a r d not to have some impact on what you 

say and are d o i n g . 

But, b y and l a r g e , t h a t s t a f f i s 

n o n p a r t i s a n . They f e l t l i k e t h a t t h i s was the 

way they wanted to o p e r a t e . They p a r t i c u l a r l y 

wanted t o a v o i d h a v i n g m a j o r i t y and m i n o r i t y 

s t a f f s . They wanted t o have one s t a f f s e r v i n g 

R e p u b l i c a n s , Democrats, House and Senate. 

They a l s o f e l t l i k e t h a t would be a 

b i g b e n e f i t i n the r e c r u i t m e n t p r o c e s s , the 



r e t e n t i o n o f employees, and the s e l e c t i o n o f 

people who c o u l d come to work f o r them. And I 

t h i n k t h a t has proven to be a smart t h i n g to 

do, over the y e a r s . 

They were r e q u i r e d and they d i d 

adopt l e g i s l a t i o n t h a t r e q u i r e s a g e n c i e s t o 

p r o v i d e any and a l l i n f o r m a t i o n t h a t they 

have, whatever data bases they may be -- t h a t 

the y c o n t a i n -- or they may be m a i n t a i n i n g , to 

a l l f i s c a l s t a f f . And t h a t would i n c l u d e 

e v e r y t h i n g from programmatic d a t a , to revenue 

d a t a , t o c o l l e c t i o n s . A n y t h i n g a t a l l t h a t 

they asked f o r , they had to be p r o v i d e d . 

And the s t a f f o f the l e g i s l a t i v e 

o f f i c e i s not r e q u i r e d t o say why they are 

a s k i n g f o r t h a t i n f o r m a t i o n or who wants t h a t 

i n f o r m a t i o n . I t ' s s i m p l y a m a t t e r o f , t h i s i s 

what we want and you g i v e it to us. And 

e x e c u t i v e agencies u n d e r s t a n d t h a t mandate and 

they comply w i t h t h a t 100 p e r c e n t . 

They d i d not want the s t a f f t o be 

i n a p o s i t i o n t o make recommendations t o the 

l e g i s l a t o r s . They wanted them t o p r o v i d e 

o p t i o n s , what i f s c e n a r i o s . And they d i d n ' t 

want the s t a f f and they do not want the s t a f f 



to own an i s s u e . They want them to be 

independent a n a l y s t s , who p r o v i d e u n b i a s e d and 

a c c u r a t e i n f o r m a t i o n , and the d e c i s i o n s t h a t 

were made are made by the l e g i s l a t o r s . 

I mentioned f i s c a l n o t e s , and they 

wanted those f i s c a l notes -- We have a c i t i z e n 

l e g i s l a t u r e . And so, you know, we have a 

v a r i e t y of people i n d i f f e r e n t walks of l i f e 

who are in our l e g i s l a t u r e . They wanted those 

f i s c a l notes t o b e r e a d a b l e , u n d e r s t a n d a b l e . 

They don't want a l o t of economic i n d i c a t o r s 

t h a t t a k e people through a b i g s c e n a r i o of how 

you get to where you are going t o . We want to 

know, what are you spending, how much is it 

c o s t i n g , who i s i t s e r v i n g , what's the s t a f f 

requirement? E a s i l y u n d e r s t o o d b y every 

l e g i s l a t o r , and they do a good j o b w i t h t h a t . 

A s they developed the l e g i s l a t i v e 

s t a f f , they wanted t o know what k i n d of impact 

was going to be on a g e n c i e s . In o t h e r words, 

are you g o i n g to have to improve your data 

bases, are you going to have to improve your 

i n t e r f a c e s , what i s i t you are going t o have 

t o do. And they d i d a l o t o f work i n t r y i n g 

to c o n s i d e r how t h a t was going to a f f e c t the 



agency. 

F i n a l l y - - a n d I t h i n k t h i s i s r e a l l y 

i m p o r t a n t f o r us--we have i n N o r t h C a r o l i n a 

what's known as a consensus revenue f o r e c a s t , 

and i t goes somewhat l i k e what Mary was j u s t 

d e s c r i b i n g t o you. 

In February when the Governor 

s u b m i t s - - i n our case, she is a l a d y 

now--submits her budget, the Governor has to 

submit an e s t i m a t e of the revenue f o r e c a s t . 

The l e g i s l a t u r e r e c e i v e s t h a t budget. They 

are d o i n g t h e i r own a n a l y t i c s on the revenue 

f o r e c a s t . 

A t t h a t time a d i s c u s s i o n i s h e l d 

between the s t a t e budget o f f i c e and the 

l e g i s l a t i v e f i s c a l o f f i c e , t a l k i n g about what 

are the revenues g o i n g to be f o r the next 

f i s c a l y ear. They t r y t o come t o some 

d e c i s i o n on t h a t . They are not always in 

agreement. But they move f o r w a r d w i t h the 

budget r e v i e w p r o c e s s . 

Now, when we get i n t o A p r i l , we get 

through w i t h our c o r p o r a t e c o l l e c t i o n s , our 

i n d i v i d u a l c o l l e c t i o n s , our s a l e s t a x f o r the 

y ear. They do another r e v i e w in May. The 



budget o f f i c e , the l e g i s l a t i v e f i s c a l o f f i c e 

s i t down and they hammer out what's known as a 

consensus revenue f o r e c a s t . 

If they cannot agree, then the law 

r e q u i r e s t h a t you t a k e the lower of the two 

f o r e c a s t s . That's the revenue f o r e c a s t t h a t 

the G e n e r a l Assembly adopts t h e i r budget based 

upon. And our budget is r e q u i r e d to be 

adopted by June 30th, every f i s c a l y e a r . I t 

doesn't always make i t , but t h a t ' s what the 

law r e q u i r e s . 

So the budget is based upon the 

lower of the two revenue f o r e c a s t s . Most of 

the time, we come t o g e t h e r w i t h those 

f o r e c a s t s . And once the Governor -- once the 

budget i s adopted, i t ' s u p t o the Governor t o 

execute t h a t budget. I f the revenues come i n 

lower than t h a t , the Governor has to f i n d a 

way t o make i t b a l a n c e . 

And I am going t o , v e r y q u i c k l y , 

g i v e you my f i n a l -- my thoughts on the 

l e g i s l a t i v e f i s c a l o f f i c e . I have seen the 

good, the bad and the u g l y . I have been in 

the e x e c u t i v e branch, most of my c a r e e r , in 

the budget o f f i c e . And you can imagine what 



k i n d of head b u t t i n g t h a t can go on w i t h the 

l e g i s l a t i v e s t a f f . 

But i t ' s p r o d u c t i v e . I have to be 

honest w i t h you, you l e a r n to have a g r e a t 

d e a l of r e s p e c t f o r each o t h e r . You l e a r n how 

t o t a l k t o each o t h e r o u t s i d e o f the p r o c e s s . 

More o f t e n than not, we'd get t o g e t h e r 

p r i v a t e l y , t a l k about i s s u e s and f i g u r e out 

what's the b e s t approach to t r y and make, 

p r o v i d e o p t i o n s , r e p r e s e n t i n g the Governor and 

r e p r e s e n t i n g the l e g i s l a t u r e a s w e l l . I t 

worked out. I t worked v e r y w e l l . 

If you don't have t h a t , you have a 

l o t a whole l o t of dependency on the e x e c u t i v e 

branch. And t h a t was what was, you know, in 

the minds of the l e g i s l a t u r e back i n 1971 when 

they adopted t h a t , t h a t approach. 

Secondly, i t has l e d t o a g r e a t 

d e a l of t r a n s p a r e n c y in government. The 

l e g i s l a t u r e , over the y e a r s , t h e i r s t a f f has 

developed t h e i r own databases. They have 

developed t h e i r own r e l a t i o n s h i p s w i t h media 

o u t l e t s , w i t h s t a k e h o l d e r s . You don't have t o 

j u s t depend on the e x e c u t i v e branch now to 

p r o v i d e i n f o r m a t i o n . There i s i n f o r m a t i o n t o 



be had everywhere, in every system, and they 

are open t o everyone i n North C a r o l i n a . 

So t r a n s p a r e n c y has been a b i g 

t h i n g t h a t has e v o l v e d from t h a t . I t d i d n ' t 

happen i n a year. Remember, t h i s i s a 39-year 

e v o l u t i o n t h a t we have had. 

P e r s o n a l l y , a s s t a t e c o n t r o l l e r , 

the s t a t e c o n t r o l l e r o f North C a r o l i n a i s 

nominated by the Governor and approved by the 

G e n e r a l Assembly. While i t ' s under the 

e x e c u t i v e u m b r e l l a , i t ' s a n independent 

o f f i c e . 

When I was c o n t r o l l e r , I needed 

moneys f o r a n i n f o r m a t i o n t e c h n o l o g y p r o j e c t 

we were d o i n g in the ERP. Our Governor had no 

i n t e r e s t i n t h a t . H e d i d n ' t oppose i t , h e 

j u s t d i d n ' t have any i n t e r e s t i n i t . H e 

d i d n ' t want t o spend h i s c a p i t a l o n i t . S o I 

used the l e g i s l a t i v e f i s c a l o f f i c e a s m y 

sounding board. And they proved to be of 

extreme b e n e f i t to me, as a department head in 

the e x e c u t i v e branch, where I c o u l d n ' t get the 

ear of the Governor. 

So they g i v e you an a l t e r n a t i v e , as 

an e x e c u t i v e agency, t h a t ' s o u t s i d e of the 



Governor's purview. Remember now, we have 

C o u n c i l of S t a t e O f f i c e s . We have 10 C o u n c i l 

o f S t a t e O f f i c e s . S o i t g i v e s you a n 

a l t e r n a t i v e approach t o e n t e r i n g the 

l e g i s l a t i v e budget p r o c e s s . So I found t h a t 

t o b e e x t r e m e l y h e l p f u l . 

Now t h a t the Performance E v a l u a t i o n 

D i v i s i o n and F i s c a l Research D i v i s i o n are both 

t o g e t h e r , they are a s t r o n g f o r c e i n North 

C a r o l i n a budget development and e x e c u t i o n . 

They work w e l l t o g e t h e r , they complement each 

o t h e r , and they are p u t t i n g a l o t of p r e s s u r e 

on the e x e c u t i v e branch t o come up w i t h b e t t e r 

performance measures and b e t t e r b u d g e t i n g 

t e c h n i q u e s . 

The f i n a l t h i n g I want t o mention 

t o you i s i t b r i n g s - - a l e g i s l a t i v e s t a f f 

b r i n g s c o n t i n u i t y of t r a n s i t i o n . When the 

l e g i s l a t i v e l e a d e r s h i p changes, when 

a p p r o p r i a t i o n s c h a i r s change, when the 

membership changes, the s t a b i l i t y of a 

l e g i s l a t i v e o f f i c e b r i n g s c o n t i n u i t y through 

t h a t t r a n s i t i o n s o t h a t h i s t o r i c a l 

i n s t i t u t i o n a l knowledge, i n s t i t u t i o n a l 

i n f o r m a t i o n can a l l b e shared w i t h whoever 



happens t o r i s e t o the t o p . 

My f i n a l note i s t h a t you want t o 

b e r e a l l y , r e a l l y c a r e f u l o f the l e g i s l a t i v e 

f i s c a l o f f i c e . Because t h e r e have been t i m e s , 

and t h i s can e a s i l y happen, when the s t a f f 

becomes a l i t t l e b i t -- or f e e l s themselves t o 

be a l i t t l e b i t more im p o r t a n t than they a r e . 

You don't want to get them in a p o s i t i o n where 

they are d i c t a t i n g p o l i c y o r they are t e l l i n g 

you what you s h o u l d be d o i n g . Remember, and 

remind them at a l l t i m e s , t h a t they are s t a f f , 

and don't l e t them develop t h e i r p e r s o n a l 

agendas. 

Mr. Chairman, I have g i v e n you a 

40-minute p r e s e n t a t i o n in about 15 minutes. 

SENATOR BROWNE: Thank you. 

MR. POWELL: And I w i l l t e l l you 

t h i s . I f o r g o t t o t e l l you a t the b e g i n n i n g . 

I have no p r e f e r e n c e , one way or the o t h e r , on 

the i s s u e . I am j u s t g i v i n g you my 

o b s e r v a t i o n o f the l e g i s l a t i v e s t a f f i n North 

C a r o l i n a . 

I have a w o r l d of r e s p e c t f o r Mary 

and her s t a f f , and I have worked w i t h her 

through NASBO, d u r i n g my years at NASBO. So I 



don't know how my p r e s e n t a t i o n comes a c r o s s , 

but i t ' s supposed t o b e u n b i a s e d . 

SENATOR BROWNE: Thank you. I 

a p p r e c i a t e t h a t . And t h a t ' s one of the t h i n g s 

w e are h o p e f u l l y l o o k i n g f o r i n t h i s 

l e g i s l a t i v e change. And we have never had any 

c i r c u m s t a n c e s i n P e n n s y l v a n i a where s t a f f 

b e l i e v e they are b i g g e r than the -- We have no 

e x p e r i e n c e w i t h t h a t one. 

MR. POWELL: Okay. 

SENATOR BROWNE: Members, 

q u e s t i o n s ? Yes, Senator W i l l i a m s . 

SENATOR WILLIAMS: Thank you. 

Thank you, Mr. Chairman, both chairmen. 

I have a few q u e s t i o n s . And I came 

l a t e and I a p o l o g i z e . So I guess I missed 

something, I t h i n k . I walked in and I saw a 

number in here where the c u r r e n t s e c r e t a r y of 

the O f f i c e o f the Budget suggested t h a t the 

independent o f f i c e would c o s t , I guess, 

$4.2 m i l l i o n t o o p e r a t e . How much i s your 

o f f i c e ? 

MR. POWELL: I t ' s not my o f f i c e . 

SENATOR WILLIAMS: W e l l , not your 

o f f i c e . 



MR. POWELL: I t ' s the l e g i s l a t i v e 

f i s c a l o f f i c e has a s t a f f of 38 people at 4.5 

m i l l i o n . And t h e r e i s a complementary o f f i c e 

t h a t was e s t a b l i s h e d i n 2007, which i s the 

Performance E v a l u a t i o n D i v i s i o n , which has 11 

s t a f f members at 1.6 m i l l i o n . 

SENATOR WILLIAMS: Okay. How b i g 

i s your budget? 

MR. POWELL: The l e g i s l a t u r e ' s 

budget? 

SENATOR WILLIAMS: Yes. 

MR. POWELL: W e l l , you are t e s t i n g 

my memory now. I t h i n k i t ' s about 11 m i l l i o n . 

SENATOR WILLIAMS: E l e v e n m i l l i o n ? 

MR. POWELL: Yes, s i r . 

SENATOR WILLIAMS: Okay. As 

opposed to -- or compared to ours at 28 

b i l l i o n ? 

MR. POWELL: Oh, you mean i t ' s the 

s t a t e budget? 

SENATOR WILLIAMS: For the c o s t t o 

do it ( p h o n e t i c ) . Which one are you r e v i e w i n g 

now? No, I am s o r r y . What's your o p i n i o n ? 

MR. POWELL: Oh, the s t a t e budget 

i s about 19 b i l l i o n g e n e r a l fund. And, i n 



t o t a l , i t ' s about 38 b i l l i o n and f a l l i n g . 

SENATOR WILLIAMS: Okay. Thank 

you. H o p e f u l l y ours i s , t o o . 

And you t o l d m e the l i s t o f the 

s i z e , s o i t ' s comparable t o y o u r s . Has t h a t 

o f f i c e e i t h e r -- W e l l , the Governor has 

s i m i l a r c o n s t r u c t t h e r e a s compared t o ours 

and then t h i s would be s i m i l a r t o what we 

would u l t i m a t e l y have happen i n t h a t o f f i c e . 

Does t h a t body, does t h a t o f f i c e , t h a t 

independent o f f i c e , r e v i e w not o n l y the budget 

c o n s i d e r a t i o n s o f the l e g i s l a t u r e but the 

e f f i c i e n c y o f the l e g i s l a t u r e , a t a l l ? O r 

have they ever been r e q u e s t e d to say, f o r 

i n s t a n c e , s h o u l d we do -- or s h o u l d we 

downsize the l e g i s l a t u r e or be o p e r a t i n g more 

than one d i v i s i o n ? 

MR. POWELL: I am assuming you are 

t a l k i n g about the Performance E v a l u a t i o n 

D i v i s i o n . 

SENATOR WILLIAMS: E x a c t l y . 

MR. POWELL: I t ' s been i n e x i s t e n c e 

s i n c e 2007. And I haven't seen t h e i r l i s t of 

p r i o r i t i e s t o r e v i e w , but a t t h i s p o i n t I 

don't t h i n k the l e g i s l a t u r e i s r i g h t t h e r e a t 



the t o p . So I have not reviewed the 

l e g i s l a t u r e a t t h i s p o i n t . 

SENATOR WILLIAMS: Okay. Thank you 

you. 

MR. POWELL: Yes, s i r . 

SENATOR BROWNE: Yes, Chairman 

Levdansky. 

CHAIRMIAN LEVDANSKY: I j u s t 

a p p r e c i a t e your t e s t i m o n y . 

MR. POWELL: Sure. 

CHAIRMAN LEVDANSKY: Now it comes 

ac r o s s p r e t t y s t r a i g h t f o r w a r d and about a s 

o b j e c t i v e as you c o u l d be. 

J u s t one q u e s t i o n , in terms of when 

t h e y s e t up, you know, the F i s c a l Research 

D i v i s i o n of the l e g i s l a t u r e , when i t was 

e s t a b l i s h e d . I t h i n k , o b v i o u s l y , I mean 

b e s i d e s the q u a l i f i c a t i o n s f o r the i n d i v i d u a l 

s t a f f e r s , f o r the a n a l y s t s , p r o b a b l y the most 

im p o r t a n t d e c i s i o n i s the appointment i n 

h i r i n g the d i r e c t o r . How, i n North C a r o l i n a , 

how i s t h a t a r r i v e d a t ? 

O b v i o u s l y the -- O b v i o u s l y , t h a t 

the caucus l e a d e r s , i n both chambers, had 

i n p u t i n t o t h a t . But assuming t h a t , you know, 



you have, you know, two on each s i d e of the 

a i s l e , to an appointment s t r u c t u r e , how do you 

a r r i v e at a p p o i n t i n g a c h a i r p e r s o n or a 

d i r e c t o r ? 

MR. POWELL: W e l l , I w i l l answer i t 

two ways. The f i r s t way. The f i r s t d i r e c t o r 

o f t h a t d i v i s i o n was a c t u a l l y the former s t a t e 

budget d i r e c t o r . The l e g i s l a t u r e had a g r e a t 

d e a l o f r e s p e c t f o r t h a t person, o n both s i d e s 

of the a i s l e . I am t a l k i n g about the House, 

Senate, R e p u b l i c a n , Democrat. They engaged 

t h a t person t o b e g i n the p r o c e s s o f 

i n s t i t u t i n g a c u l t u r e i n t h a t o r g a n i z a t i o n . 

That c u l t u r e took almost 10 years to r e a l l y 

get e n g r a i n e d . 

Now, if you ask me t h a t q u e s t i o n 

today, what are they l o o k i n g f o r , f i r s t of 

a l l , they are l o o k i n g f o r somebody who has the 

r i g h t q u a l i f i c a t i o n s , somebody who i s capable 

and competent. Secondly, they are l o o k i n g f o r 

somebody t h a t people w i t h i n the power 

s t r u c t u r e know and t r u s t and b e l i e v e t o be 

h o n o r a b l e , i n t e g r i t y , have the u n d e r s t a n d i n g 

of the p r o c e s s , and has an a p p r e c i a t i o n f o r 

the c u l t u r e o f the o r g a n i z a t i o n t h a t would 



m a i n t a i n t h a t n o n p a r t i s a n environment. And 

f i n a l l y , I t h i n k they are l o o k i n g f o r somebody 

-- T r u s t is a b i g f a c t o r on t h a t . 

CHAIRMAN LEVDANSKY: Let me put 

t h i s a l i t t l e b i t o f a d i f f e r e n t way. L e t ' s 

say, you know, you have Democrats and 

R e p u b l i c a n l e a d e r s i n both chambers. Say they 

b o t h have -- a l l of them have equal a p p o i n t e e s 

to a committee t h a t ' s going to s e l e c t the 

d i r e c t o r or the c h a i r p e r s o n . So say t h e r e ' s 

equal v o t e s on equal s i d e s and they can't 

r each a consensus. You know, t h a t magic 

person -¬

MR. POWELL: R i g h t . 

CHAIRMAN LEVDANSKY: -- t h a t 

p e r f e c t person doesn't e x i s t . How then do 

t h e y r e c o n c i l e t h e i r d i f f e r e n c e s and come up 

w i t h a n a p p o i n t e d c h a i r p e r s o n o r d i r e c t o r ? 

MR. POWELL: W e l l , t o b e g i n w i t h , 

the body t h a t ' s making t h a t s e l e c t i o n i s not 

e q u a l l y Democrat, R e p u b l i c a n . While they are 

a l l members o n t h a t body, a t the c u r r e n t time 

the Democrats have more members so they can 

c o n t r o l who i s going t o get t h a t o f f i c e . 

But I can t e l l you, over the y e a r s , 



t h a t the person who has h e l d t h a t o f f i c e has 

come up through the Democratic ranks some time 

and up through the R e p u b l i c a n ranks at o t h e r 

t i m e s , s o i t hasn't e x c l u s i v e l y been one p a r t y 

or the o t h e r who has c o n t r o l l e d t h a t 

environment. And every person t h a t has h e l d 

t h a t j o b has m a i n t a i n e d t h a t c u l t u r e o f 

n o n p a r t i s a n s h i p . 

CHAIRMIAN LEVDANSKY: Okay. So the 

committee -- The a p p o i n t i n g p r o c e s s i s n ' t 

e q u a l f o r a l l caucuses? 

MR. POWELL: No. 

CHAIRMIAN LEVDANSKY: I t ' s based on 

who has a m a j o r i t y ? 

MR. POWELL: Yeah. There is a 

L e g i s l a t i v e S e r v i c e s Commission t h a t ' s a body 

of about 20 l e g i s l a t o r s who are made up of 

House members and Senate members, of 

R e p u b l i c a n s and Democrats. 

CHAIRMAN LEVDANSKY: But not equal? 

MR. POWELL: But not e q u a l , t h a t ' s 

c o r r e c t . And t h a t ' s because a t the p r e s e n t 

time the House Speaker is a Democrat, the 

p r e s i d e n t pro tem, who is in charge on t h a t 

s i d e , is a Democrat. There have been times 



when the House member was a R e p u b l i c a n . I 

can't remember ever a time when a p r e s i d e n t 

pro tem was a R e p u b l i c a n . 

But at t h a t p o i n t , they were a b l e 

to come t o g e t h e r . The speaker and the Senate 

pro tem came t o g e t h e r w i t h a s o l u t i o n . Now, 

was I in the back room of whenever t h a t 

d e c i s i o n was made? I was not. I t h i n k i t ' s 

j u s t a m a t t e r of two b o d i e s coming t o g e t h e r , 

and s a y i n g , you know, we want to do what's 

r i g h t f o r the l e g i s l a t u r e . 

CHAIRMAN LEVDANSKY: I t h i n k once 

you get the c u l t u r e o f b i p a r t i s a n s h i p 

e s t a b l i s h e d , i t ' s a l o t e a s i e r t o keep i t 

g o i n g . But I am j u s t a n t i c i p a t i n g the 

p o t e n t i a l s t r u g g l e o f g e t t i n g i t e s t a b l i s h e d . 

MR. POWELL: R i g h t . W e l l , I would 

say, i t ' s 3 9 years o l d , so, you know, s o i t ' s 

been around a w h i l e . 

CHAIRMIAN LEVDANSKY: Yeah. Okay. 

Thank you. 

MR. POWELL: Yes, s i r . 

SENATOR BROWNE: We are b u t t i n g 

a g a i n s t an 11:00 Senate s e s s i o n t h a t s t a r t s 

up. I wanted to thank you, Robert, f o r your 



t e s t i m o n y . 

MR. POWELL: Yes, s i r . 

SENATOR BROWNE: And h o p e f u l l y we 

w i l l have a chance t o t a l k l a t e r about 

s u g g e s t i o n s f o r i m p r o v i n g i t . 

We can move on t o our f i n a l 

t e s t i f i e r , John Wheatley. John, thank you 

v e r y much. Thank you f o r your p a t i e n c e . He 

i s the P r e s i d e n t o f the American I n t e r n a t i o n a l 

C o n s u l t i n g S e r v i c e s . 

MR. WHEATLEY: Thank you, Senator 

Browne, members of the committee. O b v i o u s l y , 

we have about t h r e e - a n d - a - h a l f minutes l e f t . 

SENATOR BROWNE: I t h i n k we are 

okay w i t h going to about 11:15. 

MR. WHEATLEY: About 11:15? 

SENATOR BROWNE: Yes. 

MR. WHEATLEY: Okay. You s h o u l d 

have a copy of the p r e s e n t a t i o n . I wanted to 

do t h i s one t h i n g in f r o n t of you, so I am 

g o i n g t o s k i p r i g h t i n t o the m i d d l e o f i t and 

t r y t o b e prudent w i t h your time and see i f w e 

can get t o the p i e c e s t h a t you r e a l l y need t o 

hear. 

S o i f you c o u l d s k i p f o r w a r d t o - -



P r o b a b l y on your copy, i t w i l l be s l i d e n i n e . 

And it s h o u l d be headed up, PA 

Recommendations. 

And the premise of why I am here 

t h i s morning, r e a l l y , i s I was here back i n 

August w i t h Jane K u s i a k , the E x e c u t i v e 

D i r e c t o r , Counsel on V i r g i n i a ' s F u t u r e , where 

we had, I t h i n k , a much l o n g e r p e r i o d of time 

to be a b l e to address the committee. 

And t h a t p r e s e n t a t i o n s h o u l d have 

been d i s t r i b u t e d t o you, a s w e l l , p r i o r t o 

today's meeting. So t h e r e f o r e you w i l l have 

t h a t as backdrop, as to where V i r g i n i a is as a 

whole i n t h e i r approach t o performance 

management. Which i s , a g a i n , the p i e c e I am 

r e a l l y going t o focus i n on, which i n s i d e your 

l e g i s l a t i o n i s S e c t i o n 504 ( a ) , D u t i e s o f the 

O f f i c e , and s p e c i f i c a l l y s e c t i o n -- or i t e m 7. 

C u t t i n g to the chase, what was 

p r i o r t o t h i s , i s some of the t h i n g s t h a t have 

been a c h i e v e d i n s i d e V i r g i n i a and the i s s u e o f 

do you measure performance, do you not measure 

performance, how do you do i t , et c e t e r a , et 

c e t e r a , so. And t h a t r e a l l y , t o a c e r t a i n 

e x t e n t , is a n o - b r a i n e r . Yes, you have got to 



measure performance, is my o p i n i o n , so. 

So coming back to l o o k i n g at the 

l e g i s l a t i o n s p e c i f i c a l l y t h a t you have o f m y 

recommendations f o r P e n n s y l v a n i a , t h a t ' s 

b a s i c a l l y what I am g o i n g to go through, as 

q u i c k l y as I can, at the moment. 

So the f i r s t recommendation I would 

have i s you need t o p r o v i d e o v e r a l l d i r e c t i o n . 

Without an o v e r a l l s t r a t e g i c d i r e c t i o n at some 

l e v e l , we don't know what we are t y i n g t h i n g s 

to when we are l o o k i n g at performance 

measurement, when we are l o o k i n g at money, et 

c e t e r a , et c e t e r a . And I w i l l go i n t o some of 

t h a t i n more d e t a i l i n a moment. 

What I would say you need to do is 

to e s t a b l i s h an a u t h o r i t y , or a board, t h a t ' s 

going t o d o t h a t s t r a t e g i c d i r e c t i o n . I t may 

be the independent f i s c a l o f f i c e , i t may hang 

o f f o f the independent f i s c a l o f f i c e . One way 

or another, I b e l i e v e you need to do t h a t . 

You need to develop a v i s i o n and a 

s e t o f g o a l s f o r P e n n s y l v a n i a . And a g a i n , i f 

you g o t o V i r g i n i a ' s w e b s i t e , V i r g i n i a ' s 

performance, you w i l l see t h a t a r t i c u l a t e d 

v e r y c l e a r l y , where the l e g i s l a t u r e and the 



a d m i n i s t r a t i v e branch have come t o g e t h e r , and 

the change of each a d m i n i s t r a t i o n , they 

r e i t e r a t e what those g o a l s a r e . 

You need to e s t a b l i s h , I b e l i e v e at 

the upper l e v e l , a g a i n a t t h i s committee 

l e v e l , you need t o e s t a b l i s h s o c i e t a l 

outcomes. And I am g o i n g to t a l k to t h a t in a 

moment, a g a i n s o c i e t a l measures, which are 

goin g t o d r i v e and h e l p you t h i n k about t h a t , 

t h a t v i s i o n , and the g o a l s , and are you 

a c h i e v i n g where you need to be going in t h a t 

a r e a . 

And a g a i n w i t h i n t h e r e , I t h i n k 

when we t a l k about, oh, when I say the 

l e g i s l a t i o n t a l k i n g about e s t a b l i s h i n g g o a l s 

f o r the e x e c u t i v e branch, I would c a u t i o n you 

away from t h a t . And I w i l l t a l k about t h a t a 

l i t t l e b i t l a t e r . Because a g a i n , I t h i n k you 

can d r i v e q u i t e e a s i l y from the s o c i e t a l s i d e 

and l o o k at alignment coming back out i n t o 

t h e r e from the e x e c u t i v e s i d e . But a g a i n , 

w e ' l l get i n t o t h a t . I have a model f o r you, 

in a moment. 

And a g a i n , what you need to ensure, 

o b v i o u s l y , i s t r a n s p a r e n c y i n the system. 



A g a i n , i f you l o o k a t V i r g i n i a ' s model--and 

i t ' s not j u s t unique t o V i r g i n i a - - y o u can g o 

to V i r g i n i a ' s performance and from t h e r e you 

can d i v e down from a s o c i e t a l l e v e l , a l l the 

way down t o a programmatic l e v e l . And of which 

time you are l o o k i n g at outcome, you are 

l o o k i n g a t p r o d u c t i v i t y , you are l o o k i n g a t 

the number of d i f f e r e n t i n d i c a t o r s . So a g a i n , 

you can make t h a t t i e i n r e a l easy. 

I f w e d i r e c t e n t i t i e s t o e s t a b l i s h 

t h e i r own p l a n s and e s t a b l i s h t h e i r own 

measures and a l i g n them w i t h where 

P e n n s y l v a n i a is going as a whole, one of the 

t h i n g s you w i l l get out o f t h a t , I b e l i e v e , i s 

ownership. If you t u r n around and you d i c t a t e 

to people what's g o i n g to be measured and how 

i t ' s g o i n g t o b e measured, you are s e t t i n g 

y o u r s e l f up, I b e l i e v e , f o r f a i l u r e . Because 

we know how t h a t game i s p l a y e d and we know 

people can make the data l o o k however they 

need i t t o l o o k . 

At the end of the day, what we are 

l o o k i n g f o r i s a l e v e l of m a t u r i t y t h a t comes 

t o the t a b l e where t h a t ownership i s t h e r e , 

and a l l l e v e l s w i t h i n a n o r g a n i z a t i o n , they 



are u s i n g performance management as a t o o l t o 

do b u s i n e s s on a day-to-day b a s i s . That's the 

p o i n t where we need to be w i t h any performance 

management system, okay? 

And then we need t o , from the 

revenue s i d e , or the b u d g e t i n g s i d e as you 

have been t a l k i n g about, i s u n d e r s t a n d i n g 

where are we i n v e s t i n g as f a r as our s t r a t e g i c 

v i s i o n and g o a l s are concerned. And where do 

we put t h a t money? Based upon performance, 

maybe, et c e t e r a , et c e t e r a . And a g a i n , I am 

going t o t a l k t o t h a t a g a i n i n a second. 

Moving o n r e a l q u i c k l y t o the next 

s l i d e , u n d e r s t a n d how the data i s t o b e used. 

You t a l k e d t h i s morning a l i t t l e b i t about 

t h a t . But the use of the data on both s i d e s 

o f the f e n c e , e x e c u t i v e and l e g i s l a t i v e , i t i s 

v e r y key. 

When we s e t up V i r g i n i a ' s 

performance management system t h e r e , the one 

t h i n g we were v e r y c a u t i o u s about, e s p e c i a l l y 

-- w e l l , not e s p e c i a l l y . But w i t h the 

l e g i s l a t u r e , w i t h the s e c r e t a r i a t s , w i t h 

everybody, i s i f you use t h i s by, w i t h , a s a 

f o r t i t u d e t o beat the agencies around the head 



and the program areas around the head, you 

w i l l l o s e the v a l i d i t y o f t h a t data and the 

a b i l i t y t o have the data t h a t you need t o work 

w i t h because people w i l l shy away from i t . 

Okay. So, so you j u s t be aware of i t . 

A g a i n , make the measures 

t r a n s p a r e n t - - i n V i r g i n i a , i t ' s t r a n s p a r e n t a l l 

the way down, out to the p u b l i c - - s o t h a t the 

a g e n c i e s are v e r y c a u t i o u s about e x a c t l y what 

l e v e l o f i n t e g r i t y those measures a r e . 

And remember, t h e r e is g o i n g to be 

a l o t o f work i n v o l v e d i n m a t u r i n g t h a t 

system. The p r i o r speaker t a l k e d about a 

10-year p e r i o d i n North C a r o l i n a . 

The system does mature over t i m e . 

When the f i r s t s e t of performance measures are 

put i n p l a c e , don't expect something t h a t i s 

t o b e a l l and end a l l . Because people r e a l l y 

s t a r t t h i n k i n g about performance measurement 

and w i l l come back, and say, no, t h a t ' s not 

q u i t e r i g h t . We need to change t h a t . You 

know, i f i t was tweaked t h i s way, i t would be 

b e t t e r . S o you get, e s p e c i a l l y i n the e a r l y 

days, you get a number of f i t s and s t a r t s , i f 

you l i k e , t h a t happen b e f o r e you get t o t h a t 



t r u e v a l u e performance measure. 

Moving onto the next page, s o c i e t a l 

measure examples. If I l o o k -- And I d i d a 

l i t t l e b i t , q u i c k l y , a l i t t l e of r e s e a r c h 

where I went out t o the web and p u l l e d down 

some s t a t i s t i c s t o do w i t h e d u c a t i o n a l 

a t t a i n m e n t f o r P e n n s y l v a n i a . And as you can 

see on the s l i d e t h e r e , t h i s comes from census 

da t a from the o r g a n i z a t i o n t h a t I have l i s t e d 

as the source on t h e r e . 

But if you l o o k at an age group, 

i n s i d e P e n n s y l v a n i a , ages 25 t o 34, you w i l l 

see in t h e r e t h a t o n l y 33 p e r c e n t of those 

i n d i v i d u a l s has a h i g h s c h o o l diploma; o n l y 

8.4 p e r c e n t have an a s s o c i a t e ' s degree; and 

o n l y 2 p o i n t -- s o r r y , o n l y 21.4 p e r c e n t have 

a b a c h e l o r ' s degree. 

Now, I am o n l y p o i n t i n g t h i s out 

p u r e l y as an example. I am not t r y i n g to p i c k 

on P e n n s y l v a n i a in any way, shape, or form. I 

am s a y i n g t h i s as an example. 

And i f w e are l o o k i n g a t the 

s o c i e t a l i n d i c a t o r , okay, and l o o k i n g a t our 

v i s i o n and g o a l s of where we are going, we can 

move t o the next s l i d e . And on the next 



s l i d e , you w i l l see a p r e s e n t a t i o n t h a t was 

done. T h i s is a s l i d e I e x t r a c t e d from a 

p r e s e n t a t i o n t h a t was done l a s t December, t o 

the C o u n c i l on V i r g i n i a ' s F u t u r e , about 

e d u c a t i o n a l a t t a i n m e n t . 

The i n t e r e s t i n g t h i n g o n t h i s 

s l i d e , more than a n y t h i n g , i s the f o u r 

quadrants t h a t r e l a t e e d u c a t i o n a l a t t a i n m e n t 

to income and w e a l t h w i t h i n a s t a t e . And as 

you can see on t h e r e -- You know, o b v i o u s l y , 

t h i s was made f o r V i r g i n i a , so V i r g i n i a i s i n 

the top r i g h t quadrant. Where would you 

expect t o see i t ? P e n n s y l v a n i a i s l i s t e d o n 

t h e r e . And i n the c e n t e r , i t i s the U.S. i n 

g e n e r a l . But I wanted you to get a f e e l f o r 

t h a t because, a g a i n , t h a t i s a s o c i e t a l 

i n d i c a t o r t h a t you can m i t e r . 

Now, if we move to the next page, 

where you have got s o c i e t a l measures 

c o n t i n u e d , and I i n v e n t e d , f o r l a c k of a 

b e t t e r word, a g o a l f o r P e n n s y l v a n i a t h a t says 

t h a t P e n n s y l v a n i a wants t o i n c r e a s e 

e d u c a t i o n a l a t t a i n m e n t and c i t i z e n s w i t h 

a s s o c i a t e ' s and b a c h e l o r ' s degrees. 

Now, what is the b e n e f i t of d o i n g 



t h a t ? W e l l , i f we d r i l l i t down--and a g a i n 

and o b v i o u s l y I have made t h i s as s i m p l e as I 

p o s s i b l y c o u l d - - i f we have a w o r k f o r c e w i t h i n 

a s t a t e t h a t i s h i g h l y s k i l l e d , t h a t ' s going 

to be v e r y a t t r a c t i v e . That's going to be 

v e r y a t t r a c t i v e t o p o t e n t i a l employers, 

i n d u s t r y , e t c e t e r a , e t c e t e r a . There are 

o t h e r t h i n g s t h a t a t t r a c t them, o b v i o u s l y , 

such as t a x b r e a k s , when they s e t t h e i r 

o r g a n i z a t i o n up. But t h a t would be one of the 

t h i n g s t h a t they would b e l o o k i n g f o r . 

So i f we have a h i g h l y s k i l l e d 

w o r k f o r c e and we can a t t r a c t i n d u s t r y i n t o 

P e n n s y l v a n i a , o r any o t h e r s t a t e , per c a p i t a 

income i s going t o i n c r e a s e . A s per c a p i t a 

income i n c r e a s e s so does d i s p o s a b l e income at 

the same time, which p r o b a b l y means t h a t t h e r e 

i s going t o b e more j o b s i n the lower p a r t o f 

the j o b s e c t o r which i s r e t a i l and s e r v i c e 

i n d u s t r i e s , which a g a i n i t p r o b a b l y would mean 

more t a x revenue which w i l l g i v e us more money 

to spend on e d u c a t i o n . 

So as you l o o k at those s o c i e t a l 

g o a l s and you s t a r t to measure what's g o i n g on 

t h e r e from independent s o u r c e s , you can s t a r t 



t o see, where do we need t o i n v e s t our money 

as a s t a t e ? 

If you t a k e t h a t f o r w a r d one more 

page, a g a i n , what we get down to at the end of 

the day i s , can s t a t e government be 

r e s p o n s i b l e f o r e d u c a t i o n a l a t t a i n m e n t ? W e l l , 

u l t i m a t e l y the answer i s n o because t h e r e are 

so many f a c t o r s i n v o l v e d , but they can 

c o n t r i b u t e s i g n i f i c a n t l y t o what happens i n 

t h i s a r e a . 

So as we l o o k at e d u c a t i o n a l 

a t t a i n m e n t , most people t u r n around and 

i m m e d i a t e l y t h i n k of the Department of 

E d u c a t i o n . W e l l , a c t u a l l y , i t ' s not j u s t the 

Department o f E d u c a t i o n i s s u e . I t ' s a l s o a 

s o c i a l s e r v i c e i s s u e , i t ' s a f a m i l y u n i t and 

f a m i l y w e l l - b e i n g i s s u e ; so, the Department o f 

H e a l t h would p r o b a b l y come t o the t a b l e . 

So if you have a g o a l where you are 

l o o k i n g t o a c h i e v e b e t t e r e d u c a t i o n a l 

a t t a i n m e n t , you can s t a r t t o l o o k , i n v e s t i n 

those areas t h a t are going to p r o v i d e a f a m i l y 

u n i t o f , r e a l l y , i n the r i g h t p l a c e , t o 

a c t u a l l y a c h i e v e t h a t and get through the 

e d u c a t i o n a l p r o c e s s , i f you l i k e , a l l the way 



up through to the c o l l e g e s , et c e t e r a , et 

c e t e r a . 

And t h e r e is a c t u a l -- I d i d n ' t 

b r i n g i t w i t h m e today, but t h e r e are a c t u a l 

proven s t a t i s t i c s t h a t a c t u a l l y t a l k about the 

l e v e l of e d u c a t i o n a l a t t a i n m e n t based upon the 

e x i s t i n g e d u c a t i o n a l l e v e l w i t h i n the f a m i l y 

u n i t s a s w e l l . S o these t h i n g s o b v i o u s l y t i e 

t o g e t h e r , r e a l h e a v i l y . 

On the next page, on the next 

s l i d e , I put up t h e r e a s l i d e to do w i t h 

o r g a n i z a t i o n a l s t r u c t u r e , o v e r a l l , on what 

c o u l d i t l o o k l i k e w i t h i n P e n n s y l v a n i a . 

A g a i n , i f w e have a n o r g a n i z a t i o n t h a t i s 

e s t a b l i s h i n g t h a t s t r a t e g i c d i r e c t i o n - - w h e r e 

does P e n n s y l v a n i a need to go and where does it 

want t o b e - - t h a t i s m o n i t o r i n g those s o c i e t a l 

outcomes and o v e r s e e i n g the performance 

management p r o c e s s as a whole, a l l the way 

down i n t o the e x e c u t i v e branch, and not 

d i c t a t i n g but o v e r s e e i n g , and then making 

recommendations, I t h i n k you are going to get 

a l o t more bang f o r the buck. 

Hanging o f f the l e f t - h a n d s i d e 

t h e r e i s the a b i l i t y t o enact l e g i s l a t i o n 



t h a t ' s going t o support the s t r a t e g i c 

d i r e c t i o n and a l i g n budget a l l o c a t i o n s . 

And on the r i g h t - h a n d s i d e , which 

i s r e a l l y the e x e c u t i v e branch, i s the 

alignment o f a c t i v i t i e s t o those s o c i e t a l 

outcomes. So t h a t when the agency comes in 

and says i t wants a n i n c r e a s e i n i t s budget, 

i t has something t o hook i t t o and say t h i s i s 

why we are d o i n g t h i s and what i t ' s going t o 

do f o r P e n n s y l v a n i a . 

Moving onto the next one, my f i n a l 

recommendations to you. Is t h a t , a g a i n , I 

b e l i e v e i t would b e c o n s i d e r a b l e u n d e r t a k i n g 

f o r the IFO to s t a r t l o o k i n g at programmatic -¬

e x e c u t i v e branch programmatic performance 

measures. 

In V i r g i n i a a l o n e , we have in 

excess o f t h i r t e e n hundred performance 

measures. That is a l o t of performance 

measures, one, to dream up and, two, to 

a c t u a l l y m a i n t a i n and go f o r w a r d . But they 

are v e r y i m p o r t a n t . They are v e r y i m p o r t a n t 

to the a g e n c i e s . They are v e r y i m p o r t a n t to 

the agency heads. They are v e r y i m p o r t a n t to 

the managers w i t h i n the a g e n c i e s , and they are 



v e r y i m p o r t a n t t o the l e g i s l a t o r s . And a g a i n , 

t h e y have j u s t l a i d out, at v a r i o u s d i f f e r e n t 

l e v e l s , w i t h i n the o r g a n i z a t i o n as a whole. 

So I t h i n k my a d v i c e would be to t h i n k about 

how t h a t whole a l l comes t o g e t h e r f o r you. 

A g a i n , if we do t u r n around and say 

t h i s is how you are g o i n g to be measured, 

t h e r e i s l i k e l y not g o i n g t o b e t h a t l e v e l o f 

ownership so we are g o i n g to go miss the 

o p p o r t u n i t y t o change the c u l t u r e o f the 

o r g a n i z a t i o n to a t r u e performance management 

o r g a n i z a t i o n . 

So my f i n a l recommendations would 

be: s e t the d i r e c t i o n ; i d e n t i f y and m o n i t o r 

t hose s o c i e t a l outcomes and a l i g n what you are 

d o i n g to t h a t ; a l l o c a t e f u n d i n g upon a 

s t r a t e g i c alignment and upon performance; have 

a program a l i g n t h e i r a c t i v i t i e s and r e p o r t 

t h e i r performance back t o whichever e n t i t i e s 

they need t o . 

A g a i n , t h e r e i s n o t h i n g i n h i b i t i n g 

you from d o i n g a u d i t s or d o i n g IVV, 

Independent V e r i f i c a t i o n and V a l i d a t i o n , o n 

the e x e c u t i v e branch, to say, are they 

r e a l l y -- i s t h i s d ata r e a l l y good, where i t 



needs to be? You don't have to t a k e on the 

job t o d o i t y o u r s e l f , I b e l i e v e . 

M o n i t o r - - a n d t h i s i s r e a l l y 

i m p o r t a n t - - m o n i t o r and mature the performance 

management system. That is most i m p o r t a n t as 

you go f o r w a r d . I t ' s not, what I would c a l l , 

and i f you excuse the e x p r e s s i o n , a 

l a u n c h - a n d - f o r g e t m i s s i l e . You have to be 

t h e r e w i t h i t . You have t o n u r t u r e i t . W e d o 

i t c o n t i n u o u s l y w i t h i n V i r g i n i a . I would have 

t a l k e d about t h a t e a r l i e r , however time i s not 

on my s i d e . 

The o t h e r t h i n g a l o t o f t h i s 

c o n t r i b u t e s t o , as we have seen w i t h i n 

V i r g i n i a as w e l l , i t h e l p s immense -- w e l l , 

not immensely, but c o n t r i b u t e s to t h i n g s such 

as t r i p l e AAA bond r a t i n g , and t h a t ' s t a k e n 

i n t o account when the s t a t e i s l o o k e d a t . 

A l s o , the b e s t s t a t e w i t h i n which 

to s t a r t a b u s i n e s s was r a t e d -- V i r g i n i a was 

r a t e d t h a t b y Forbes Magazine s e v e r a l years 

now in a row, and a l s o the b e s t managed s t a t e , 

b y the Pew F o u n d a t i o n . A l l o f these t h i n g s 

h e l p the s t a t e , as the s t a t e moves f o r w a r d on 

not o n l y a performance p e r s p e c t i v e but on the 



f i s c a l p e r s p e c t i v e a s w e l l . 

O n the l a s t s l i d e , you w i l l see 

t h a t I have l i s t e d some web s i t e s t h e r e , i f 

you would l i k e to go out and t a k e a l o o k at 

those at some p o i n t in t i m e . I t ' s a huge 

amount of i n f o r m a t i o n t h e r e t h a t you can l o o k 

a t and a l s o l o o k a t e x a c t l y what V i r g i n i a i s 

d o i n g a s w e l l . 

The l a s t t h i n g t h a t V i r g i n i a i s 

d o i n g a t t h i s p o i n t i n t i m e , t h e r e i s a 

p r o j e c t r u n n i n g . To b r i n g you up to date, 

t h e r e i s a p r o j e c t r u n n i n g to b r i n g in a new 

performance management system t h a t w i l l 

a c t u a l l y t i e i n performance- and p r o g r a m - l e v e l 

fund a l l o c a t i o n t o what i s going on, and w i l l 

a l s o g i v e u s the a b i l i t y t o , a c e r t a i n l e v e l , 

b e a b l e t o model i t . Okay, i f w e i n v e s t more 

money i n t h i s program, what i s the outcome we 

are e x p e c t i n g t o see from t h a t ? S o i t ' s based 

upon the way the performance m a t r i x w i t h i n 

V i r g i n i a i s s e t up. 

That concludes my p r e s e n t a t i o n as 

q u i c k l y a s I c o u l d d o i t . 

SENATOR BROWNE: Thank you. You 

d i d tremendous. Thank you f o r f o c u s i n g your 



p r e s e n t a t i o n . And s o r r y f o r the r u s h . 

I t ' s -- The one p o i n t j u s t 

r e m a i n i n g , r e g a r d i n g the u n d e r t a k i n g . No 

doubt, the 3800 (phonetic) performance 

measurement system i s a s i g n i f i c a n t 

u n d e r t a k i n g . One t h i n g t h a t I t h i n k needs to 

b e r e i n f o r c e d i s t h a t e x p e n d i t u r e o f 

r e s o u r c e s . I t i s - - I t has e x t r a o r d i n a r y 

v a l u e i n terms o f making the r i g h t d e c i s i o n s 

and a l s o s a v i n g money. 

MR. WHEATLEY: A b s o l u t e l y . 

SENATOR BROWNE: Because any 

p r i v a t e e n t e r p r i s e t h a t puts the same system 

t o g e t h e r , they don't d o i t j u s t t o d o i t . 

They d o i t i n o r d e r t o make sure they are 

meeting t h e i r g o a l . And u l t i m a t e l y , money 

t h a t ' s not b e i n g spent w i s e l y , i s taken o f f 

the books. 

MR. WHEATLEY: A b s o l u t e l y . 

SENATOR BROWNE: So w i t h o u t t h a t 

d i r e c t i o n , I would t h i n k t h a t P e n n s y l v a n i a ' s 

o v e r a l l e x p e n d i t u r e s c o u l d o n l y go up 

i n a p p r o p r i a t e l y and not be p r o p e r l y f o c u s e d on 

the t h i n g s we r e a l l y want t o a c c o m p l i s h . 

So I am h o p e f u l t h a t we w i l l a l l 



see the wisdom i n f o l l o w i n g V i r g i n i a ' s l e a d i n 

t h i s . Because i n the end, I t h i n k i t w i l l be 

b e s t , c o n s i d e r i n g our tremendous f i s c a l 

c h a l l e n g e s r i g h t now, the be s t we can t o make 

sure w e are s e t t i n g our p r i o r i t i e s i n the 

r i g h t d i r e c t i o n . 

B e f o r e we f i n i s h , any q u e s t i o n s of 

my members? 

(No response.) 

SENATOR BROWNE: Thank you v e r y 

much, Mr. Wheatley. We l o o k f o r w a r d to 

c o u n s e l i n g w i t h you i n the f u t u r e a s f a r a s 

what we can do t o make sure t h i s b i l l i s 

d r a f t e d in the b e s t way to meet our g o a l s . 

But thank you. 

MR. WHEATLEY: Thank you, Senator. 

Thank you. 

SENATOR BROWNE: Th i s concludes our 

f i n a l h e a r i n g o n the l e g i s l a t i v e f i s c a l 

o f f i c e . W e p l a n t o c o o r d i n a t e w i t h s t a f f o n 

b o t h committees, m y s e l f , R e p r e s e n t a t i v e 

Rohrer, R e p r e s e n t a t i v e Levdansky and Senator 

F e r l o , i n p u t t i n g t o g e t h e r recommendations f o r 

changes, improvements t o the b i l l , so t h a t i t 

can be c o n s i d e r e d in f i n a l form as p a r t of --



as p a r t of the i s s u e s . 

But I want to thank everyone f o r 

p a r t i c i p a t i n g . Thank you v e r y much. 

(At 11:15 a.m., the h e a r i n g was 

concluded.) 

* * * * 


