





EVALUATION OF THE
DEPARTMENT OF

ECONOMIC SECURITY

PROGRAM EVALUATION DIVISION
OFFICE OF THE LEGISLATIVE AUDITOR

STATE OF MINNESOTA

March 31, 1980






PREFACE

This is the second report of the Program Evaluation
Division on the Department of Economic Security. The first report
was issued on May 14, 1979. It was prepared to give the Legisla-
tive Audit Commission a preliminary assessment of efforts to imple-
ment the 1977 legislation that created the department and achieve
the reorganization goals established by the department's first admin-
istration. Because of further interest the LAC directed us to
continue our study and issue a second report. However, it was
- understood that even a second report could not give a final assess-
ment of the reorganization because the department continues to be
in a period of transition. In fact, we wish to note that during the
course of our latest research the department's current management
began to reassess and modify some of the original reorganization
goals, a process that will undoubtedly continue.

To the degree that judgments can be made at this point
our assessment of the department's reorganization efforts is in many
respects favorable, though some specific findings are critical. We
were particularly encouraged by the willingness of the department
to cooperate in our evaluation. We wish to thank Commissioner
Middleton and his staff for their assistance. They reviewed a draft
of this report and made many helpful suggestions. We hope that
the report will contribute constructively to the department's efforts
to complete the reorganization.

Our study of the department was conducted by Roger
Brooks and Marie Scheer, who jointly researched and wrote this
report. They have also developed supporting documents, including
three staff papers, on special components of the study. These
materials are available from the Program Evaluation Division.

James Nobles
Deputy lLegislative Auditor
for Program Evaluation

March 31, 1980
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EXECUTIVE SUMMARY

This report presents our analysis of the creatijon and
structural reorganization of Minnesota's Department of Economic
Security. Our major findings and recommendations are summarized
below in each of the following areas:

] Reorganization Objectives: What progress has been made
in implementing the reorganization objectives set by the
department in 19777

] Field Office Colocation: What impact has colocation had
on field office rents and space utilization? Has colocation
led to a sharing of facilities .and better program coordi~

nation?

° Service Delivery: What has been the impact of reorgan-
ization on the efficiency of service delivery in the depart-
ment?

] Administrative Efficiency: What has been the impact of
reorganization on administrative costs, staff and space
utilization, and the efficiency of program service delivery?

] Staff Morale: What has been the impact of reorganization
on staff morale?

[ Client Program Use: What has been the impact of reor-
ganization on the patterns of client use of programs
administered by the department?

The Department of Economic Security was created in 1977,
bringing into a single administrative structure all of the state's
employment and job training programs. The purpose of the reorgan-
ization was to eliminate administrative duplication, improve consumer
access to services, and encourage policy coordination among human
service programs.

Programs administered by the department include Jaob
Service, Unemployment Insurance, Vocational Rehabilitation, Work
Incentive, Work Equity, Balance of State/CETA, and Statewide
CETA coordination. Approximately two-thirds of the department's
2,500 employees provide direct services to the public in field offices
located in 63 communities throughout the state. Nearly 90 percent
of the department's $98 million budget came from federal sources in
FY 1979. An additional $20Q million was collected from Minnesota
employers of which $160 million was paid out in unemployment bene-
fits.



A. REORGANIZATION OBJECTIVES

Recognizing that any organization periodically reassesses
its goals, as well as its strategies for achieving its goals, there was
legislative interest in ascertaining what actions the department has
taken relevant to its original reorganization plan. The department
has made progress, particularly over the past six months, in meet-
ing its original reorganization objectives. It has, for example,
created a Policy and Planning Office, begun to consolidate personnel
functions, and developed plans to decentralize and reorganize the
department's field operations. In addition, it has moved to stream-
line its administrative structure by transferring most program
support functions out the commissioner's office.

Nevertheless, the department is behind its original time-
table for reorganization. Out of 40 specific objectives scheduled to
be reached by mid-1979, the department has fully completed just 16
and partially completed 17. The department has made no progress
on seven objectives.

Among the objectives not accomplished or accomplished
only in part are:

° the consolidation of department research functions,

° the use of a uniform cost accounting system throughout
the department,

° the development of a consolidated staff training plan,

° the consolidation of the department's personnel functions,

° the development of a department-wide client information

system, and

(] the development of a procedure ensuring consumer input
in department decision making.

The department's inattention to specific objectives has
prolonged fragmentation in its administrative structure, precluded
an effective system of cost controls, and delayed the implementation
of steps to coordinate program policies. We recommend merging
those program support activities, such as research and personnel
functions, that are still fragmented. This will enable the depart-
ment to offer consistent support across all programs and to begin
providing the administrative links among units that are needed to
coordinate programs. In addition, we recommend that the depart-
ment conduct an overdue study of its cost accounting and devise a
means of linking the federal and state systems it now uses or adopt



a single system. Adopting a wuniform cost accounting system
throughout the department will make it easier for management to
assess department activities and exercise effective control.

In many respects, the department's programs continue to
operate independently of each other. Client information systems are
separate and rely on two different computer systems. Program
planning is not coordinated across units so that the department's
specialized missions, such as improving job placement for the handi-
capped, have received little attention. Client intake at field offices,
including application procedures and eligibility determination, is not
coordinated across programs. We recommend that the department
coordinate its client information systems, develop liasons among the
programs for planning, and devise common intake procedures at
field offices. These steps will enhance the department's capabilities
for serving the multiple needs of clients and move the department
beyond a mere collection of autonomous programs.

B. FIELD OFFICE COLOCATION

Out of 30 communities where field office colocation is
possible, only 14 have actually merged offices. Since 4 sites were
already colocated in 1977, only 10 new sites have been added since
the department's creation. Local planning, including coordinating
lease expiration dates and finding suitable space, has been more
difficult than originally anticipated. In addition, the department
has not adequately studied the colocation process and, aside from
issuing policy guidelines for colocation, has not demonstrated to
field office managers why colocation should receive high priority.

Our survey of colocated field offices has revealed that
relatively little sharing among programs has resulted from the
process so far. Only about half of all sites share lunch- rooms,
restrooms, supply areas, or equipment workspace, although the
department's guidelines require such sharing when offices colocate.
One reason why sharing is not more widespread is that colocation
has generally meant placing offices side-by-side under the same
roof rather than in a common suite of offices.

Our study of field office leases suggests that colocation
has resulted in little, if any, space savings. Moreover, offices
which have colocated now pay rental rates 40 percent higher than
in 1977, as opposed to a 24 percent increase in rates for offices
which have not become colocated.

We recommend that the department conduct further study
into the actual effects of colocation on service delivery, space
sharing, costs, and coordination among programs. A pilot project
should be conducted to experiment with more cooperative colocation
arrangements. The most successful results of this project could
then be applied to other sites.

Xi



C. SERVICE DELIVERY

Some people anticipated that reorganization would improve
the efficiency of service delivery in the department; others ex-
pected that reorganization would lead to a decline in services.
Although we lack the historical perspective to discern long-run
trends, there is no firm evidence that the department's reorganiza-
tion has significantly affected the performance of Economic Security
programs.

The Vocational Rehabilitation program, for example, still
ranks among the best in the nation in the number of cases served
and in the cost of its administrative overhead. Its overall standing
has not changed significantly since 1977.

Job Service productivity is highly dependent on local
labor market conditions and difficult to evaluate in a national con-
text. However, there is evidence of an increase in program pro-
ductivity. For example, the number of placements per staff year
has risen since the department's merger.

The performance of Balance of State/CETA has roughly
paralleled that for the other nine CETA prime sponsors in
Minnesota. However, the percentage of participants who entered
regular employment dropped somewhat more quickly between 1977
and 1979 for Balance of State clients than for those in other CETA
programs. On the other hand, administrative costs have risen less
sharply for the Balance of State unit than for the other prime
sponsors.

Unemployment |nsurance program funding and staffing are
directly tied to economic conditions, causing dramatic fluctuations in
workload and productivity over a period of years. However, De-
partment of Labor appraisals of Minnesota's program suggest that,
while some services are delivered more promptly than in 1976,
overall program performance has changed little in recent vyears.

The department's reorganization has not affected program
content, nor apparently, has it significantly affected program
performance. There is no evidence that reorganization has caused
a decline in services.

D. ADMINISTRATIVE EFFICIENCY

The department has apparently not achieved the five
percent reduction in administrative overhead required by the legis-
lation creating the department. The department's method of cost
accounting did not permit effective and reliable monitoring of admin-
istrative costs. But it does show that the proportion of all funds
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spent by the central administrative offices has risen since 1977
while that spent by field offices has declined. The department has
devised a new method of tracking expenditures by transaction
rather than locality and established a new baseline for future refer-
ence. We consider this a step forward.

Space and staff inventories conducted by the department
show that administrative offices now occupy two percent more space
than in 1977 while field offices occupy 12 percent more space than
in 1977. The total number of staff has remained unchanged since
1977, but the number of employees in technical and managerial
classes has increased while the number in service, office, and craft
classes has declined. The department has not trimmed its adminis-
trative staff by five percent as required by the Legislature.

We observe overall improvements in the time required to
deliver services satisfactorily to clients, but since the reorganiza-
tion has not directly affected program policies or procedures, it
seems likely that the observed changes owe more to the general
improvement in the labor market over the past three years than .to
benefits arising from the department's reorganization.

E. STAFF MORALE

There is evidence that low morale exists among a signifi-
cant minority of employees of the department. Our confidential
survey of nearly 300 employees revealed that personal job satisfac-
tion is fairly high, but three out of ten employees say they are
dissatisfied with their careers in the department. Moreover, when
asked directly how they would assess morale among co-workers,
more than four out of ten say it is low. In comparing our survey
results with those obtained from another independent study in 1976,
we conclude that morale has probably always been lower in the
Department of Economic Security than in most other state depart-
ments. However, negative job attitudes have apparently not in-
creased among Economic Security workers over the past three
years.

Although morale has not dropped since the merger, most
employees do not think the merger improved employee attitudes.
Only a third think the merger was "a good thing", while more than
half think it hurt morale. Many respondents made strongly nega-
tive comments about the merger, most mentionihg salary discrepan-
cies between the divisions, an expanding departmental bureaucracy,
or other factors which affected them personally. Relatively few re-
spondents volunteered comments indicating that client services had
suffered as a result of the merger.
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F. CLIENT PROGRAM USE

According to client program data supplied to us by the
department, the proportion of Economic Security clients who are
simultaneously enrolled in more than one departmental program did
not increase between 1977 and 1979. Over the past three years, a
constant proportion--about 19 percent--has been enrolled in more
than one program. This means that client sharing has not in-
creased among Economic Secuity programs since the merger, despite
the department's efforts to coordinate programs, colocate field
offices, and improve client referral systems.

Most surprisingly, cross-enroliments were low between Job
Service and Unemployment |nsurance programs. Some Ul claimants,
such as those temporarily laid off, are not required to register with
the Job Service. Only about 40 percent of all claimants actually
appear in the Job Service records.

We recommend that the department review its client intake
and referral procedures. Better information on programs and
eligibility requirements should be made available to clients and to
program staff. Finally, we recommend that the department conduct
‘validation studies to determine the accuracy of client data and to
improve the data collection process. In addition, the department
should refine the client sharing analysis we have done and monitor
cross~enrollments on a periodic basis.
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INTRODUCTION

In 1977 the Minnesota Legislature created the Department
of Economi¢ Security, merging the Governor's Manpower Office, the
Department of Vocational Rehabilitation, and the Department of
Employment Services. The purpose of the reorganization was to
bring the state's employment and job training programs into a
unitary structure to eliminate administrative duplication, improve
consumer services, and encourage policy coordination. According
to a reorganization plan developed by the department in January
1978, the transition to a consolidated administrative structure was
to be substantially completed by mid-1979.

This report is a follow-up to a study conducted by the
Program Evaluation Division in the spring of 1979. The earlier
study criticized the department for its failure to carry out its
reorganization plan in a timely fashion. It also found that,

There has been little real consolidation of policy-making au-
thority and, to a significant degree, theI department's divisions
continue to operate as separate entities.

While the report did not find evidence that service delivery had
suffered as a result of the reorganization, it did conclude that it
was too early to "judge the outcome of the reorganization and the
success of the new department.”

Continuing legislative interest in the progress of the
Department of Economic Security prompted a further investigation
into the department's reorganization. Although we still lack the
time perspective required to judge the ultimate success or failure of
the new department, we agree that monitoring the department's
progress is an important function. We had several objectives in
preparing this report:

] to recapitulate the events which led to the creation of the
department;
] to indicate the department's progress in carrying out its

own reorganization objectives;

1Pr‘ogr'am Evaluation Division, Office of the Legislative Au-
ditor, A Report on the Minnesota Department of Economic Security,
by Roger Brooks and Marie Scheer (May 14, 1979), p. 34.
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) to provide information on key aspects of the reorganiza-
tion which have been inadequately studied;

L] to determine what impact, if any, the reorganization has
had on program performance;

) to make recommendations for department action to improve
the outcome of reorganization; and

) to provide insights into the process of government reor-
ganization which might be useful in future reorganiza-
tions.

In the chapters that follow, and in our supplementary documents,
we hope to provide information which is useful to the Legislature
and to the management of the department.

In Chapter | we review the legislative and executive
branch actions which led to the creation of the department and
describe the department's current structure. Much of this material
is further developed in a separate document which places Minnesota's
experience in a national context.

Chapter |l presents our status report on the department's
progress in carrying out its original reorganization objectives. Our
discussion of many of the 45 objectives includes specific recom-
mendations for further administrative action.

We devote special attention to field office colocation, one

of the department's key objectives, in Chapter IlIl. We examine
whether colocation has resulfted in a sharing of facilities and a
reduction in costs. Our staff paper on colocation explores these

matters in detail.

Chapter [V analyzes the impact that reorganization has
had so far on client service delivery; Chapter V is an update of
our earlier analysis of the department's performance on certain
legislatively-designated criteria. We report on employee morale and
attitudes toward the reorganization in Chapter VI. A full report o%
employee attitudes can be found in a supplementary document.

1Pr‘ogr‘am Evaluation Division, Office of the Legislative Au-
ditor, State Human Services Reorganization: Comparing the Minnesota
Experience, by Marie Scheer (March 31, 1980).

2Pr‘ogr‘am Evaluation Division, Office of the Legislative
Auditor, Colocation of Field Offices, by Marie Scheer (March 31,
1980).

3Pr‘ogr'am Evaluation Division, Office of the Legislative Au-
ditor, Staff Morale and Attitudes Toward Reorganization: A Survey
of Employees of the Department of Economic Security, by Roger
Brooks (February 29, 1980).




Finally, Chapter VIl examines evidence relating to the
patterns of cross-enroliment among clients of Economic Security
programs.



I. HUMAN SERVICE REORGANIZATION IN MINNESOTA

On December 1, 1977, the newly created Minnesota De-
partment of Economic Security began full operation. The date
marked the culmination of a long and sometimes rancorous struggle
to reorganize the human service delivery system in the state. It
also marked the opening of a new chapter in the effort to improve
and coordinate the operation of those programs.

The general impetus for this type of reorganization stems,
in part, from an increase in the number of government programs--
some initiated by the states, others by the federal government for
the states to administer. As a result of this proliferation of pro-
grams, many states have found the old structure for administering
programs inadequate. Similar programs have often been adminis-
tered by different agencies, resulting in fragmentation, duplication,
and public confusion. This is particularly true of human service
programs--those designed to alleviate social ills in the areas of
employment, training, health, poverty, and corrections. Govern-
ment programs in these areas have multiplied since the mid-1960s.

For many states, the response to this situation has been
to reorganize human service programs into a structure that would
promote coordinated planning, budgeting, service delivery, and
reporting. The general assumption has been that consolidation and
improved management practices will result in more efficient service
delivery and less bureaucracy.

As many as half of the states have undertaken some form
of human service reorganization. Many, like Minnesota, have
merged similar programs into consolidated agencies. The outcome of
these efforts is only now coming into clear focus. As one indepen-
dent study has emphasized, structural changes '"cannot be measured
in terms of how they have automatically changed the entire system
or 'achieved service integration,' but in terms of the integrative
steps they have taken."1” In all probability, there are short-term
and long-term costs and benefits with any reorganization. A full
assessment of such efforts requires a perspective lengthened by the
passage of time and broadened to include the many layers of gov-
ernment affected.

A. PROPOSALS FOR CHANGE

Major reorganization of human services in Minnesota first
occurred in 1977, but the concept had been studied for nearly 10
years:

1Laur'ence E. Lynn, Jr. with the assistance of Timothy C.
Mack, The State and Human Services: Organizational Change in a
Political Context, (Cambridge: The M.I.T. Press, 1980), p. 173.
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° In 1968, a study of government in Minnesota reported
that confusion in the overall structure of state agencies
caused []ar'oblems for the consumer in Ilocating needed

services.

° In 1969, a legislative subcommittee found a striking lack
of integr‘a1’2ion in the welfare service delivery system in
Minnesota.

o in 1972, the Governor set up the Office of Program

Development to study the delivery of human services in
the state and the Human Services Council_to advise him
on policy issues concerning human services.

° In 1975, reports issued by the Office of Program Develop
ment and the Human Services Council called for service
integration. Both drew attention to unevenness in the
allocation of administrative responsiblity across govern-
mental boundaries, fragmented planning, and the absence
of central direction for policy and management.

Finally, in 1975, the Office of Human Services (OHS) was
established to develop a specific proposal for the "reorganization of
the delivery of state and local human services."S The OHS con-
ducted a functional analysis of the state's human service programs.
Figure 1 shows the human service agencies included in the OHS
study. Three criteria were dsed to determine which programs
might benefit from being clustered together:

Modernizing State Executive Organization Government of
Minnesota, 1968, Public Administration Service, Chicago, lllinois, p.
51.

2Lynn, State and Human Services, p. 190.

Office of the Governor of Minnesota, A Proposal for an
Office of Program Development, by Duane C. Scribner (April 25,
1972), p. 7; Office of the Governor of Minnesota, Executive Order
No. 45, "Providing for the Establishment of the Human Services
Council," October 6, 1972.

4Office of the Governor of Minnesota, Human Services Re-
form: A Model for Chief Executive Intervention (Final Report of the
Office of Program Development), August 1975; and Office of the
Governor of Minnesota, Governor's Human Service Council Task
Force Report on the Need for Integration of Human Services, 1974.

5Minnesota Laws (1975), Chapter 434, Section 2, Subdi-
vision 24; and Office of the Governor of Minnesota, Executive Order
No. 114, July 9, 1975.
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] What programs shared a common purpose or mission?
e What programs shared common work activities?

° What programs had common personnel systems or shared
employees?

The OHS examined whether these clusters made sense given the
experiences of other states and given the various program and
funding ties to different agencies in the federal government. As
shown in Figure 2, the OHS recommended "the consolidation of the
human services agencies and their programs into the management
structure of two new state departments~-Economic Security and
Health and Social Services."

The chief goal of this reorganization was to improve
overall services to clients and to eliminate administrative duplication.
The OHS argued that agencies created according to the functional
dynamics among human service programs could better achieve that
goal than the old agencies. In its report, the OHS recommended
the adoption of specific objectives by the new agencies in order to
ensure that the reorganization achieved its purposes. Among the
objectives relevant to the proposed Economic Security agency were:

] To facilitate client access by moving toward a unified local
delivery system--common client intake and colocation of
program staff in a '"one-stop service" setting for state-
administered programs.

] To improve the provision of services to persons with
multiple problems.

] To develop a single organizational focus for identifying
and addressing policy Issues; staff activities should
include long-range planning and analysis, research and
evaluation, operational analysis, and inter-governmental
liaison.

] To integrate the administrative support functions of each
program unit into a common administrative support unit.

) To integrate computer systems.

e To integfate and simplify the client intake and eligibility
process.

1Office of Human Services, Human Services in Minnesota:
Economic Security and Health and Social Services, A Strategy for
Change in State Government, December 1976.
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According to the OHS report, achievement of these objec-
tives would produce more than simple structural change. It would
also foster a 'redirection of resources toward those areas which
deserve priority," improve 'client application and eligibility intake,"
strengthen "the state-county human services partnership," and
facilitate the "participation, of advisory and consumer groups in
broad state policy-making.'"

Late in 1976, after 18 months of study, the OHS report
was submitted to the Legislature. Providing a specific outline for a
major restructuring of human service programs in the state, it
quickly became the focus of legislative action.

B. LEGISLATIVE ACTION

The proposal of the Office of Human Services would have
merged nine state agencies into two new departments: the Depart-
ment of Health and Social Services and the Department of Economic
Security. A bill to create the former department failed to win
preliminary legislative support and died in committee. However, the
proposal for a Department of Economic Security was introduced,
debated, and finally passed by the full Legislature on June 2, 1977.
An important amendment, requiring the department to collect certain
baseline data on costs, space used, staffing patterns, and other
criteria which could be used to monitor the department' progress,
was added to the bill before final passage.2 In addition, the pro-
posal to include Welfare's Income Maintenance programs was dropped.

The merits of the bill, as well as the basic concept of
reorganization, had been vigorously debated. Opponents included
those who supported an autonomous Department of Vocational Reha-

bilitation. Previous legislative action had transferred Vocational
Rehabilitation programs from the Department of Education and
created a separate department. It was scheduled for full imple-

mentation in mid-1977. Now those plans had been superceded and
Vocational Rehabilitation was again to be incorporated in a larger
administrative structure. Some questioned whether the emphasis on
jobs of the Economic Security agency would subsume the rehabilita-
tive focus of the Vocational Rehabilitation programs. Supporters of
the bill, however, were attracted by the prospect for greater
administrative efficiencies and program coordination.

Some legislators saw cost containment as one of the vir-
tues of the bill they had passed. However, OHS had not promoted
reorganization as a method of saving money. From the start, it was
envisioned as a means of reallocating resources and improving
program planning and service delivery.

T\bid., pp. 15-16.

2See Appendix B.



The new department merged three separate agencies:
The Governor's Manpower Office, which included the state's CETA
and OEO programs; the Department of Employment Services, which
had administered the Job Service and Unemployment Insurance
programs; and the Department of Vocational Rehabilitation. The
legislative process had limited the scope of human service reorgan-
ization in the state since it left intact all of the existing agencies
which administered health and social service programs. But the
Department of Economic Security was a reality and it was to present
an ample challenge to the skills of government managers.

C. ORGANIZING THE NEW DEPARTMENT

Between July and December 1977 the foundation was laid
for the new department. The funding provided by the Legislature
enabled the new commissioner to hire several of the Office of Human
Services staff, giving a sense of continuity to the initial planning
stages of the reorganization. These people were instrumental in
developing an agenda for the transition period and organizing task
forces and field visits to build consensus for the reorganization.

There were three separate federal funding sources for the
new department: the Department of Labor, the Community Services
Administration, and the Department of Health, Education, and
Welfare. Up to this time there had been little state intervention in
program management, so agreements had to be established between

state and federal agencies. In addition, federal agencies had to
reach agreements among themselves on several fiscal and organiza-
tional issues involved in the merger. In many instances these

agreements were new ventures and was no precedent existed to
guide the participants.

One problem was to work within the guidelines established
by federal agencies. HEW, for example, has developed specific
requirements preventing a total integration of Vocational Rehabilita-
tion programs in a state umbrella agency:

The law requires that there be an organizational unit devoted
solely to Vocational Rehabilitation..., with responsibility and
authority for carrying out the vocational rehabilitation program
of the state.... Further, all decisions affecting eligibility, the
nature and scope of, and the provision of vocatiqnal rehabilita-
tion services must be made through the VR unit.

1U. S. Department of Health, Education, and Welfare

Instruction Memorandum, #RSA-PI-75-31, June 3, 1975.
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However, these requirements do not preclude the "centralization at
the state agency level of certain routine administrative functions,
often described as staff or support functions. These include house-
keeping, bill paying,, data processing, accounting, and routine
personnel processing." Potential conflicts with federal regulations
arise when Kkey policy decisions are made by units other than the
state VR unit.

From the beginning, the department's management consid-
ered it advisable to move through the early stages of reorganization
at a slow and deliberate pace. Some staff feared that job status
and seniority would be lost, that relocation would mean more
cramped quarters, and that individual program missions would be
engulfed by general department goals. The strategy chosen for
managing these concerns was to establish task forces to concentrate
on each transition issue. Six task forces were created: (1) com-
munication, (2) space and facilities, (3) fiscal, (4) personnel, (5)
organization and management, and (6) information systems. These
task forces were comprised of persons from the affected agencies
and from other areas of state government. Participation, however,
was limited to a relative handful of department employees.

In its first report to the Legislature, the Department
presented a plan for reorganization, detailing 45 specific depart-
mental objectives whose accomplishment would, in effect, bring
about the reorganization. These objectives drew heavily from the
departmental reorganization objectives recommended by the OHS. It
is important to recoghize that although the department became
formally operational in December 1977, the full transition to a func-
tionally merged entity would not be complete until these depart-
mental objectives were achieved. Most of the objectives were sched-
uled for completion by mid-1979, but it soon became apparent that
the original timetable would be difficult to meet. Figure 3 shows
the structure of the department in December 1977.

In Chapter |l, we evaluate the success of the department
in meeting its reorganization objectives.

D. PRESENT STRUCTURE OF THE
DEPARTMENT OF ECONOMIC SECURITY

The Department of Economic Security is currently one of
the state's largest governmental units. Among state agencies, it
employs more full-time workers than all except Public Welfare and
Transportation. Further, only Public Welfare, Transportation, and
Education expend more public funds. The many programs adminis-
tered by the department are complex and varied. But according to
the department, all are linked by "one prime objective which serves

Tibid.
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both job seekers and employers: self-sufficiency for Minnesotans.“1

The department is the state's principal jobs, training,
and unemployment relief agency. It administers several programs
funded by the U.S. Departments of Labor and Health, Education
and Welfare, including the Job Service, Unemployment Insurance,
Vocational Rehabilitation, and Comprehensive Employment and Train-
ing Act (CETA) programs. In addition, it now administers U.S.
Department of Energy Weatherization and Fuel Assistance programs.
Two-thirds of its 2,500 employees provide direct services to the

public in field offices located in 63 communities throughout the
state.

In FY 1979,2 the department had an overall budget of

nearly $98 million. |In the current fiscal year, with the addition of
weatherization and fuel assistance funds, that budget is expected to
exceed $180 million. In 1979 approximately 89 percent of these
funds were received from federal sources while the remainder came
from the state--most in the form of matching funds. An additional
$160 million was collected by the department from Minnesota em-
ployers and paid to Minnesota workers in the form of unemployment
insurance benefits.

The original organizational structure of the department
was shown in Figure 3. Subsequently, several units in the Commis-
sioner's Office were reassigned to the Management Support Division.
In addition, the Deputy Commissioner's post has been eliminated,
leaving four Assistant Commissioners, each heading a separate
division, directly under the Commissioner. The department's cur-
rent structure is illustrated in Figure 4; its programs are summa-
rized in Figure 5.

1. EMPLOYMENT AND TRAINING DIVISION

The department's Employment and Training Division em-
ploys just under 1,000 workers and spent just over $58 million in
FY 1979. Since approximately 95 percent of its funding comes from
the U.S. Department of Labor, the major activities of the division
are determined at the federal level.

This division administers a variety of job-related pro-
grams offering assistance to individuals and employers: job refer-
ral, job training, selection of qualified individuals for employers,
and vocational counseling. These programs include the Job Service,
Balance of State/CETA, Work Incentive Program (WIN), and the
Work Equity Project (WEP).

1Depar‘tment of Economic Security, Report to the Legis-
lature, January 1980, p. 4.

2Refer‘ences are to federal fiscal years, October 1 through
September 30.
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2. UNEMPLOYMENT INSURANCE DIVISION

The department's Unemployment Insurance Division em-
ploys nearly 675 workers and spent nearly $7 million in FY 1979 to
provide almost $160 million in benefits to unemployed Minnesotans.
Outside the Twin Cities metropolitan area, Unemployment tnsurance
services are offered through Job Service field offices.

Funds to administer the programs are supplied by the
federal government. Money used to pay out benefits comes from
payroll taxes on more than 82,000 private and public employers in
the state. About 92 percent of all employees in the state are
eligible for unemployment insurance benefits.

3. VOCATIONAL REHABILITATION

The Vocational Rehabilitation Division administers pro-
grams designed to help disabled persons acquire gainful employ-
ment. Employing more than 450 workers, most in 33 full-time field
offices, the division spent nearly $21 million in FY 1979. Approx-
imately 75 percent of these funds are supplied by the U.S. Depart-
ment of Health, Education and Welfare; the rest comes from the
state general fund.

Vocational Rehabilitation programs include Basic Client
Services, Interagency Rehabilitation Services, Rehabilitation Serv-
ices for Social Security Recipients, Long-term Sheltered Employment
and Work Activity, Disability Determination, and Comprehensive
Services for Independent Living.

4. MANAGEMENT SUPPORT DIVISION

The department's Management Support Division employs
approximately 400 workers and spent just under $12 million in FY
1979. The addition of the Weatherization and Fuel Assistance pro-
grams will increase the division's budget this year to more than $81
million. All of these funds are from federal sources.

The division's major function is to provide direction and
support to all operating units and programs within the department.
Major subunits include offices with responsibilities for research and
statistics, policy and planning, personnel, financial affairs, and
computer services. In addition, Statewide CETA coordination is
managed in this division.
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IT. IMPLEMENTING THE REORGANIZATION PLAN

In its first report to the Legislature, the Department of
Economic Security outlined a comprehensive plan for implementing
the merger. Drawing inspiration from the December 1976 report of
_the Office of Human Services, the plan sought to divide the process
of reorganization into discrete tasks. Each task was scheduled for
completion by a specific target date, moving the department toward
its ultimate goal.

Presented in January. 1978, the plan consists of 8 initial
reorganization objectives slated for completion by June 30, 1978 and
37 subsequent departmental objectives to be achieved by the end of
a three-phase period in mid-1981. Although the department came
into existence as a legal entity at the end of 1977, it cannot be
considered a fully reorganized and consolidated structure until the
major objectives are completed. In the meantime, the department
carries on jts work as a transitional structure, something more than
the sum of its parts, but not yet the entity that was envisioned by
the Office of Human Services and, perhaps, the Legislature.

in this chapter we review the department's progress in
meeting its objectives. This updates the analysis we began last
year..3 Where appropriate, we comment on the department's suc-
cesses or failures in achieving its objectives and make recommenda-
tions for further action. Although it is difficult to summarize a
department's activities on so many fronts, we think that significant
progress has been made in many areas. Table 1 summarizes our
assessment of the department's 45 reorganization objectives. Of
those scheduled for completion to date, 16 have been successfully
completed, 17 have been completed in part, and 7 have not been
completed. Five additional objectives are slated for future comple-
tion. The department is behind its original timetable for reorgan-
ization, but there is evidence that the department is well on its way
to achieving most of its central reorganization objectives.

A. INITIAL REORGANIZATION OBJECTIVES

The first group of objectives set by the department are,
in some ways, the most central. Scheduled for completion by June

1Depar'tment of Economic Security, Report to the Legisla-
ture, January 1978, pp. 15-23.

2

See pp. 7-9.

3Pr‘ogr'am Evaluation Division Report on the Minnesota De-
partment of Economic Security (May 14, 1979), pp. 11-20.
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TABLE 1

PROGRESS OF THE DEPARTMENT OF ECONOMIC SECURITY
IN ACHIEVING ITS REORGANIZATION OBJECTIVES

PHASE

initial | I i1
Target for June 30, June 30, June 30, June 30,
Completion: 1978 1978 1979 1981
Status:
Completed 3 11 2 0
Completed
in Part 4 7 6 0
Not Completed 1 2 4 5
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30, 1978, they address the problems of creating integrated support
services and planning department-wide functions. Of the eight
objectives in this group, six involve merging previously separate
support service offices or creating new ones. As the following
detailed analysis shows, three objectives have been satisfactorily
completed, and four others are in progress or have been partially
completed. No progress has been made on the eighth objective,
that of integrating the department's research function.

1. INTEGRATE THE EXISTING PERSONNEL ACTIVITIES FOR THE
DEPARTMENT AND ORGANIZE INTO A PERSONNEL OFFICE.
LABOR RELATIONS IS A NEW FUNCTION TO BE ADDED IN
THE ORGANIZATION, AND AFFIRMATIVE ACTION AND STAFF
TRAINING WILL BE STRENGTHENED.

a. Findings

This objective is currently being implemented. The office
has been formally consolidated but is not yet functionally integrated.
The department reports that it will hire a personnel director and
move the three sections to a central personnel office by late spring
1980. Merger of the three sections is expected to accomplish the
following:

. establish uniform policies and procedures so that person-
nel activities are conducted in a consistent and routine
manner;

° introduce a "generalist approach" to office management in

order to provide rural areas with a contact person for
personnel matters;

. reduce duplication of forms and record keeping, and
possible savings in total office space needs; and

. maintain an office ratio of 1 staff person per 100 em-
ployees.

It is also expected that affirmative action and third-level union
grievance hearings will be assigned to this office. Specific activi-
ties such as this will be managed on a functional basis.

19



b. Discussion

This objective was to have been completed by June 1978.
Until recently, management reluctance to appoint a director delayed
the effective merger of these functions. Meanwhile, the three
personnel offices have operated independently of one another,
performing essentially the same functions in different locations. We
recommend that the department integrate the offices and work to
resolve the inefficiencies caused by the delay.

2. INTEGRATE THE EXISTING FISCAL AND BUSINESS MANAGE-
MENT ACTIVITIES FOR THE DEPARTMENT AND ORGANIZE
INTO A BUSINESS AND FINANCIAL MANAGEMENT OFFICE.
SPECIAL ATTENTION WILL BE GIVEN TO AN ORGANIZATION
DESIGN THAT SUPPORTS THE DEVELOPMENT OF AN INTE-
GRATED DEPARTMENT BUDGET.

a. Findings

A new Business and Financial Services Office was created
in February 1979, merging most of the business and financial func-
tions of the department. The new office represents an integration
of the Administrative and Fiscal Services Divisions from the GMO,
the Fiscal and Office Services from the Department of Employment
Services and the Fiscal Office from the Department of Vocational
Rehabilitation. The Administrative Services Office from DVR was
not transferred, reflecting the concern of DVR staff and adminis-
tration that the procurement function should be kept closely linked
to client services. Figure 6 shows the current organization of the
integrated office.

The merger was implemented in four stages, beginning
during the department's transition period in the summer of 1977:

1. Fiscal Task Force (July 1977 - October 1977). This task
force, set up by the commissioner to begin planning for
the integration of the separate business offices, included
representatives from each division and from the transition
staff. The main problem was determining how best to
fund the department's overhead while keeping within the
guidelines mandated by each federal funding source.
Working with federal personnel, the task force produced
an "indirect cost plan" which received formal approval
from the department's lead funding agency, the Depart-
ment of Labor.

2. Business and Financial Subcommittee of the Organization
and Management Task Force (January 1978 - June 1978).
This group conducted a functional analysis of the tasks
then performed by the separate business offices to deter-
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mine the best organizational structure for the new, inte-
grated office. No formal proposal emerged from this
subcommittee, but their work identified key personnel and
potential problem areas.

3. Consolidation of Financial and Business Management Offices
(August 1978 - January 1979). In August 1978 the
separate business offices were formally consolidated. A
management team was established and a process for func-
tional integration was devised.

4. Integration of the Business and Financial Services Office
(February 1979). The newly integrated office became
fully operational in February 1979. It is located on the
first and second floors of the department's main building
at 390 N. Robert in St. Paul.

Except for VR procurement, the new office performs all of
the functions of the previously separate offices. In addition, it
prepares a consolidated budget for the department. Moreover, a
new management analysis unit has been created to work toward
standardization of the department's internal procedures. A sub-
grant technical assistance unit has been established to provide
financial training and technical assistance to subgrantees and con-
tractors under CETA, Community Services Administration, and the
Department of Energy.

In December 1977 the total staff of the separate offices
was 100; in August 1979 the staff of the new office was 98,
although no claim is made by department staff that the two person
reduction has resulted from the reorganization. The old offices
used approximately 10,314 square feet of space; the new office uses
9,863 square feet, a savings of 451 square feet.

a. Discussion

On the whole, this office appears to be functioning effi-
ciently as a merged unit. However, an examination of the office's
procedures and practices was beyond the scope of our study and
we are, therefore, unable to comment on them. The merger of this
unit proceeded relatively smoothly and it might well serve as a
model for merging other functional units within the department.

3. INTEGRATE THE EXISTING PUBLIC INFORMATION AND PUB~
LICATIONS FUNCTIONS FOR THE DEPARTMENT AND ORGAN-
IZE AN INFORMATION AND EDUCATION OFFICE.
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a. Findings

This objective has been accomplished. A central office
for Public Information and Education was established in July 1978.
Each division appoints a liaison to work with the office on matters
specific to their programs, and this group meets for larger projects
such as the annual reports. The office consists of five staff per-
sons.

The responsibility of the office is to produce informational
materials which are intended for the general public. Other more
specific materials, such as labor market information, are produced
elsewhere. The amount and scope of the work has expanded and
now includes annual reports, updating informational materials for
the divisions, preparing news releases, and contracting for audio
visual presentations. In addition, the office publishes a bi-weekly
department newsletter, the ECHO.

b. Discussion

Because of its responsibility for informing the public of
available services, this office is an essential component of the
Department of Economic Security. We recommend that the work of
this office continue to] have a high priority. In addition, as we
recommend elsewhere, ' this office should prepare a brochure for
clients explaining the services and eligibility requirements for all
Economic Security programs.

4. DEFINE AND STRUCTURE THE POLICY AND PLANNING FUNC-
TION FOR THE DEPARTMENT. ACTIVITIES TO BE STUDIED
FOR POSSIBLE INCORPORATION INCLUDE: A) POLICY DE-
VELOPMENT; B) FISCAL AND BUDGET PLANNING; C) RE-
SEARCH AND LABOR MARKET ANALYSIS; D) PROGRAM
EVALUATION; E) SPECIAL PROJECTS; AND F) ORGANIZA-
TIONAL DEVELOPMENT.

a. Findings

This objective has been achieved. The Office of Policy
and Planning was established in July 1979. The staff of four
professionals and one secretary is funded through a variety of
sources: one staff member is on loan from Vocational Rehabilitation
Division and one is funded through the Intergovernmental Personnel
Act. Other support is received from CETA four percent discretion-
ary funds. The unit was not in existence at the time of the last
budget request, but is expected to be a line item for the next
biennium. The staff is centrally located and reports to the Assis-
tant Commissioner for Management Support.

1

See below, p. 94.
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The unit's present responsibilities, as reported by the
department, are consistent with the original objective. The de-
partment reports that the Office of Policy and Planning:

] develops policy on issues that concern the entire depart-
ment, and coordinates policy when it varies between
divisions;

] helps organize the budget document and writes supporting
narrative which is consistant with department goals and
policies;

] uses data from the Research and Statistics Division in

recommending changes in service delivery;

° conducts evaluations on how programs within the depart-
ment are functioning as a unit. Most programs are feder-
ally funded and have requirements for fiscal accountabil-
ity;

° carries out studies of special projects as assigned.
Examples are: Data Privacy Act, Welfare Reform, Legis-
lative Liaison, Department Seminars, and Manpower Plan-
ning; and

° determines needs for resources and technical assistance
necessary to implement the department's long range organ-
izational goals.

b. Discussion

Formation of the Office of Policy and Planning fulfills the
department's objective. This unit is fairly new and its responsibili-
ties are ambitious. More time is needed to determine how effective
it will be. We endorse department plans to have this office assess
the progress of reorganization and determine its impact on the
department as a whole. In addition, we think that federal program
reviews should be monitored by this office to obtain a comprehen-
sive assessment of department strengths and weaknesses. However,
since the review function may involve assessments of the Manage-
ment Support Division, we recommend transferring this unit to the
Commissioner's Office to maximize its objectivi’cy.1

5. DEFINE AND STRUCTURE THE CONSUMER ADVOCACY FUNC-
TION FOR THE DEPARTMENT.

1See also, pp. 44-45.
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a. Findings

This objective has been accomplished in part. In April
1978 the Office of Client and Employee Advocacy was established.
It was conceived as a complaint office which would also handle the
department's affirmative action program. Over the past year and a
half it has handled approximately fifty complaints per quarter,
about two-thirds of which have been client complaints and the
remainder employee complaints. Consumer problems encountered in
the Vocational Rehabilitation program have been handled separately
by an independent ombudsman project.

Originally designed to monitor client interests, the office
has fulfilled only part of its mission. It has not developed and
promoted "a system of feedback from clients in the areas of service
delivery and program development," nor has it, coordinated "all
existing consumer operations" in the depar‘tment.] Instead, much
of the office's activities have focused on developing an affirmative
action program, training new employees, and conducting EEO com-
pliance reviews.

Reflecting this shift in its original focus, the office has
been renamed the Office of Equal Opportunity Programs. Its con-
cern with other problems has left the department without a cen-
tralized consumer advocacy function.

b. Discussion

We recommend that the department reassess its consumer
advocacy services and develop a procedure by which consumer com-
plaints may be effectively processed and consumer interests repre-
sented in department decision making.

6. STUDY THE NEED FOR A DEPARTMENT-WIDE INFORMATION
SYSTEMS FUNCTION AND ORGANIZATION. ACTIVITIES TO
BE INCLUDED IN THE REVIEW ARE DATA PROCESSING,
METHODS AND PROCEDURES, SYSTEMS DEVELOPMENT, AND
LIBRARY SERVICES.

a. Findings

This objective has been completed in part. Beginning
with the creation of a task force in 1975, the Department of Em-
ployment Services developed a long-range plan for Electronic Data
Processing (EDP). Central to this plan was the Employment Secur-
ity Automation Plan (ESAP) which would provide centralized hard

1Minnesota Department of Economic Security, Report to
the Legislature, (January 1978), p. 33.
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and software, a statewide network of several hundred remote video
display devices, and a capability to store and retrieve on-line Job
Service and Unemployment Insurance client information.

In August 1979 a formal agreement for implementing ESAP
was signed by the Department of Economic Security and the Employ-
ment and Training Administration of the U.S. Department of Labor.
The agreement included provisions for a Job Service Matching
System designed to directly improve client services and an Unem-
ployment Insurance System which would provide a central office tax
accounting system and a statewide system for processing benefits.
On August 6, 1979 supplemental budget requests totalling $4,633,799
were approved for these systems by the Department of Labor.

ESAP was scheduled to begin operations at the beginning
of 1980, with full installation completed by August 1980. The
department holds out the possibility that CETA and Vocational
Rehabilitation programs which currently purchase computer services
from the Department of Administration Information Systems Bureau,
may be eventually integrated into this statewide system, but no
planning to accomplish this has occurred.

Library services are presently unconsolidated. Major
collections of reference volumes, research reports, and documents
exist in the Research and Statistical Services Office at 390 N.
Robert, in the OEO Offices at 160 E. Kellogg, and in the Capitol
Square Building at 550 Cedar. At the Capitol Square facility the
Vocational Rehabilitation program rents library services from the
Department of Education. The department's space allocation plan
includes a merging of all but the Vocational Rehabilitation library,
which it will leave at its present location.

b. Discussion

Implementing the department's ESAP system is expected to
significantly improve the coordination of client data for the Job
Service and Unemployment Iinsurance programs. it also should
reduce the time needed for applicant processing in the field offices
and reduce the chance for errors. We recommend that the depart-
ment further study the possibility of linking all programs into this
new central computer system and take steps necessary to minimize
the current fragmentation of data processing services.

In addition, we endorse the department's plans to merge
its library holdings. The department should continue to purchase
library services for Vocational Rehabilitation from the Department of
Education since its services are far more sophisticated than those
which could be provided by the Department of Economic Security in
the near future.
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7. STUDY THE NEED FOR A DEPARTMENT-WIDE RESEARCH AND
STATISTICAL REPORTING FUNCTION AND ORGANIZATION.

a. Findings

Although a detailed proposal for reorganizing and consol-
idating the research units in the department was completed in
January 1978, no action has been taken to bring together or coord-
inate the activities of those units. The largest research unit in the
department is the Research and Statistical Services Office, which
serves the Job Service and Unemployment Insurance programs.
With a current staff of 65, this office develops labor force statis-
tics, compiles labor market information in six field offices (Duluth,
Moorhead, New Ulm, Rochester, St. Cloud, and St. Paul), and
reports on benefit payments and the status of the Unemployment
Insurance Fund. In addition, this office is responsible for supply-
ing data on Job Service and Unemployment Insurance program
statistics to the U.S. Department of Labor. Data compiled by the
Office are used by business, industry, labor, and government in
Minnesota to monitor economic conditions in the state. Several
publications, including the Review of Labor and Economic Conditions
(circulation: 5000), are produced regularly by the office.

Smaller units in the Vocational Rehabilitation, Statewide
CETA, and Balance of State/CETA offices compile statistics on
program performance as required by federal agencies. There is
little, if any, duplication of function among these separate offices.

b. Discussion

It is unlikely that there would be a significant financial
savings were these functional units consolidated. Nevertheless,
consolidation would facilitate more cooperative discretionary research
strategies within the department as a whole. We think it is advis-
able to link the question of research office consolidation to the
issue of computer system capabilities. |If and when the CETA and
Vocational Rehabilitation programs are included in, or linked with, a
department-wide computer system, serious consideration should be
given to research office consolidation.

8. STUDY THE NEED FOR A REVISED FIELD OPERATIONS AD-
MINISTRATIVE STRUCTURE BASED ON STANDARD ADMINIS-
TRATIVE BOUNDARIES, CHANGES IN FIELD SUPERVISION,
COLOCATION OF OFFICES AND DECENTRALIZATION OF
DECISION-MAKING.
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a. Findings

This objective is still unattained although significant
progress is evident. The department reports recent developments
in revising the field operations administrative structure:

° plans for standard administrative boundaries are being
made and will probably result in 7 Job Service districts
and 5 Vocational Rehabilitation districts (2 will overlap);

° colocation of field offices continues to be a department
goal and several new sites are anticipated in the near
future; and

e decentralization of decision making and changes in field
supervision are components of the "area service team"
approach. Administrative responsibility increasingly will
be delegated to the district and office managers. The
line of accountability remains from the office manager to
the district manager to the assistant commissioner.

b. Discussion

We recommend that the department conduct further study
into the actual effects of colocation on service delivery, space
sharing, and coordination among programs. The costs and benefits
of colocation are still largely unknown. Our project paper on
colocation of field offices notes that while colocation is an important
component of the reorganization, there has been little study of its
actual effects. We recommend a pilot colocation project to determine
what combinations of services are most effective and how the pro-
blems associated with colocation can be overcome. We think such a
project is needed to determine what efforts might be taken to im-
prove service delivery and increase field office efficiencies.

B. PHASE ONE OBJECTIVES

The following 20 objectives constitute the first of three
phases in the department's reorganization plan. Although all were
scheduled for completion prior to June 30, 1978, only half have
been fully completed to date. No progress has been made on two
objectives--studying whether Vocational Rehabilitation can be incor-
porated into the SESA cost accounting system and developing a
consolidated staff training plan.
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1. FINALIZE AN AFFIRMATIVE ACTION PLAN AND SUBMIT TO
THE DEPARTMENT OF PERSONNMNEL - BY JANUARY 27, 1978.

a. Findings

This objective was accomplished on schedule. An Affirma-
tive Action Plan was submitted to the Department of Personnel in
January 1978. The Department of Economic Security was the first
state agency to have an approved affirmative action plan. A second
plan, required by the Department of Personnel, is in draft form.

b. Discussion

No recommendation.

2. DEVELOP A SPACE UTILIZATION PLAN FOR THE DEPART-
MENT'S ADMINISTRATIVE OFFICES AT 390 NORTH ROBERT
STREET--BY MARCH 1, 1978.

a. Findings

After considerable delay, some significant action has been
taken on this objective. The location of various offices in the
department is basically the same today as it was when the depart-
ment's merger took place at the end of 1977: the programs repre-
senting the old Department of Employment Services (Job Service and
Unemployment Insurance) are still at 390 N. Robert, Vocational
Rehabilitation is still two miles away at 444 Lafayette, and Balance
of State/CETA is still several blocks away at 160 E. Kellogg. Some
unit personnel have expressed concern that this dispersion of units
is an obstacle to effective management and coordination, while
others welcome the relative autonomy that this permits.

In 1979, a Space Planning Task Force was established to
study the problem. In December 1979 the task force issued a
preliminary plan for consolidating virtually all of the department's
administrative offices at 390 N. Robert and at the adjacent Farm
Credit Bank Building (now under construction). Only the weather-
ization and fuel assistance programs would remain at the E. Kellogg
site. The plan would increase the average space per employee to
an amount close to the 150 square feet recommended by the Depart-
ment of Administration. This would result in an overall increase in
net useable space from the current 110,000 square feet to nearly
132,000 square feet. |If approved by the U.S. Department of Labor,
the department's chief funding agency, the plan would be completed
by the end of 1980.
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b. Discussion

Although overall costs would Increase if this plan is
implemented--the department is requesting nearly $500,000 from the
Legislature for remodeling alone--it would allow the department to
consolidate its offices as originally envisioned. The department's
space utilization plan is still incomplete, but we strongly endorse
the department's intention to colocate and consolidate its offices.
This action will improve intra-agency communication, reduce unnec-
essary duplication, and enhance the opportunities for program
coordination.

3. DEVELOP A DEPARTMENT OF ECONOMIC SECURITY POLICY
AND MISSION STATEMENT - BY MARCH 1, 1978.

This objective was completed on schedule.

4. BEGIN CLIENT ENROLLMENT INTO THE WORK EQUITY PRO-
GRAM DEMONSTRATION PROJECT AT ONE PiLOT SITE--BY
MARCH 1, 1978.

a. Findings

This objective has been achieved. The Work Equity
Project (WEP) demonstration began enrollment at its first site, St.
Cloud, four months later than anticipated because of delays in the
adoption of Department of Public Welfare Rule 63. Subsequently,
project offices have been established in Mora, Montevideo, and St.
Paul. At each site the WEP office is colocated with the CETA prime
sponsor which runs the program. By September 1979, the program
had served a total of 3,170 clients at all sites combined.

Service operations are scheduled for completion by March
1981; a final report will be submitted to the U.S. Department of
Labor by June 1981. The program is being closely monitored for
the Department of Labor by a private consulting firm, Abt Asso-
ciates, whose first interim report was issued in July 1979.1

1Char‘|es S. Rogers and Ernst W. Stromerdorfer, Minne-
sota Work Equity Project: First Interim Report, Report to the Em-
ployment and Training Administration, U. §. Department of Labor,
July 1979 (Cambridge, Mass., Abt Associates, 1979).
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b. Discussion

Reaction to the WEP demonstration has been generally
positive, but the preliminary findings of the Abt evaluation de-
scribed problems as well as successes. For example, the Abt
report noted that,

. WEP '"has been able to create sufficient numbers of public
jobs for its clients thus far. In fact, public jobs are
going unfilled."

. "Only 17 percent of Work Equity clients have participated

in the Community Work Projects (the major job creation
component) as opposed to the project goal of 50 percent.”

° "The several agencies involved in the Work Equity Project
have not been merged into a consolidated administrative
structure. The administration of the project is effectively
in the control of the CETA prime sponsors who operate
the project locally."

° "Only some twenty percent of the client sample knew that
Work Equity guarantees a job."

Abt Associates is continuing the evaluation of this pro-
gram and should provide helpful direction for future action at the
federal level.

5. DEVELOP A DEPARTMENT COMMUNICATIONS POLICY AND
PROCEDURES--BY APRIL 1, 1978.

This objective has been achieved. The department's
communication policy is included in the Policy and Procedures Man-
ual developed by the department at the end of 1979. The policy
sets forth responsibilities of individual employees and outlines

proper procedures for presenting public information about the
department.

6. DEVELOP GOALS AND GUIDELINES FOR COORDINATED AND
POSSIBLE JOINT SYSTEMS DEVELOPMENT WITHIN THE DE-
PARTMENT, INCLUDING SUPPORT OF FIELD OFFICES--BY
APRIL 1, 1978.
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a. Findings

The department has acquired a new and larger computer
capability from the U.S. Department of Labor and has begun to
implement the Employment Security Automation Plan (ESAP). This
system will eventually provide centralized hard and software, estab-
lish a field office network linked by remote terminals, and permit
statewide storage and retrieval of Job Service and Unemployment
Insurance client information. Installation of hardware at selected
field offices has already begun.

However, ESAP is designed to include only the Job Serv-
ice and Unemployment Insurance programs. Vocational Rehabilitation
and Balance of State/CETA currently purchase all of their computer
services from the Information Services Bureau (ISB) of the Depart-
ment of Administration. Little attention has been devoted to the
possibility of extending the department's EDP system to include
these additional programs, although a Vocational Rehabilitation user
committee has been established to study whether such incorporation
is desirable.

b. Discussion

As we have suggested elsewhere, the resolution of this
issue affects the ability of the department to carry on an efficiently
coordinated discretionary research program. We recommend that the
department develop a plan to coordinate the department's informa-
tion systems in a way that is cost-effective and that provides a
uniform means of gathering, processing, and analyzing data.

7. DETERMINE WHETHER COMPUTER SERVICES OWNERSHIP OR
PURCHASE FROM THE DEPARTMENT OF ADMINISTRATION iS
MORE COST EFFECTIVE FOR DESIRABLE IMPROVED SYSTEMS
CAPABILITY--BY APRIL 1, 1978.

a. Findings

This objective has been achieved. On March 21, 1977 the
Department of Administration submitted a plan to consolidate and
centralize the department's automated data processing functions in

the Information Services Bureau (ISB). This plan would have
transferred all computer processing services and all application
development and maintenance services to ISB. The department

would have retained key entry and production control, as well as
its electronic accounting machines and application review functions.
ISB's cost projections reflected the assumption that the department
would have to acquire a larger and more expensive computer if the
functions were retained within the department.

32



The department reacted coolly to this proposal, claiming
that timely attention to client needs required an efficient in-house
operation. In addition, the department felt that it was important to
retain the capability of responding quickly to frequent federal
software modifications.

An analysis of this centralization proposal, including a
cost determination review, was conducted by the U.S. Department
of Labor. In its report, issued in June 1978, the Department of
Labor concluded that it was more cost beneficial for the department
to retain its own computer functions. The report estimated a
savings of almost $5 million over a five year period if the depart-

ment could acquire a larger computer from another state employment
services agency.

In February 1979 the department succeeded in acquiring a
larger computer (an IBM 370-155) from another state, sending its
old computer (an IBM 360-50) to a third state. Funds for transpor-
tation and installation of these machines were provided by the
Department of Labor, which retains title to both computers.

Nearly all employment service agencies in other states
have computer arrangements similar to those worked out by the
Minnesota Department of Economic Security. However, these in-
house arrangements exclude the Balance of State/CETA and Voca-
tional Rehabilitation programs, whose computer services are pro-
vided largely by ISB.

b. Discussion

Since the department has been able to acquire data pro-
cessing equipment as needed from the U.S. Department of Labor at
no direct cost to the state, the decision to retain a computer system
within the department seems preferable to proposed alternatives.
We recommend that the department take steps to include Vocational
Rehabilitation and CETA within this in-house system or find alterna-
tive means. of coordinating the gathering, processing, and analysis
of data.

8. DESIGN A MANAGEMENT AND OPERATIONS REPORTING SYS-
TEM FOR THE COMMISSIONER--BY APRIL 1, 1978.

a. Findings

The Research and Statistical Services Office prepares a
monthly statistical synopsis of the department's activities. This
summary includes indicators of job openings filted, CETA enroll-
ments, Vocational Rehabilitation caseloads, Unemployment Insurance
benefits paid out, and other relevant data. So that the depart-
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ment's progress can be determined, statistics for the previous year
are included.

In addition, the Budget and Financial Analysis Office
supplies the commissioner with a monthly status report on the
department's funding sources. Although this practice antedates the
department's merger, the monthly report now provides comprehen-
sive financial information on all of the programs administered by the
department.

b. Discussion

No recommendation.

9. ESTABLISH THE PROCEDURAL GUIDELINES FOR DEVELOPING
THE DEPARTMENT'S STATE SPENDING PLAN, FEDERAL
ANNUAL PLANS, AND THE STATE BIENNIAL BUDGET--BY
MAY 1, 1978.

This objective has been achieved. The Business and
Financial Services Office has responsibility for developing the
department's budget and spending plans.

10. DEVELOP AN EXTERNAL AFFIRMATIVE ACTION PLAN FOR
THE DEPARTMENT'S VENDORS AND SUB-GRANTEES--BY MAY
1, 1978.

a. Finding‘ S

This objective has been achieved in part. Two policies
pertaining to this goal are incorporated in the draft of the depart-
ment's revised Affirmative Action Plan:

1. "A policy statement will be provided to recruitment
sources and organizations working with protected classes
with a letter encouraging referrals and applications.
Further effort will be made to encourage other state
departments to ensure that all vendors and contractors
who may be doing business with the Department be
advised of the policy."

2. "It shall be the responsibility of the Managers and Super-
visors to inform persons or organizations doing business
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with the Department that this Department only will do
business with those who agree to comply with the Equal
Opportunity Policy."

The Office of Federal Contract Compliance in the U.S.
Department of Labor evaluates certain federal contracts, with an
emphasis on large, usually private, contracts. The Department of
Economic Security has not been included in these evaluations to
date, and, according to the contract compliance office, will not be
in the future except in response to specific complaints.

b. Discussion

Beyond the general policy statements quoted above, the
department has no affirmative action plan for dealing with vendors
and sub-grantees. Moreover, while the department may not have
the responsibility to monitor and enforce affirmative action plans,
neither does it have a clear understanding of who does. We recom-
mend that the department pursue this objective.

11. DETERMINE WHETHER VOCATIONAL REHABILITATION AND
DEPARTMENT OF HEALTH, EDUCATION AND WELFARE FINAN-
CIAL REPORTING CAN BE INCORPORATED IN THE DEPART-
MENT OF LABOR SESA COST ACCOUNTING SYSTEM AND
OBTAIN FINANCE DEPARTMENT APPROVAL FOR THE STUDY
OUTCOME--BY MAY 1, 1978.

a. Findings

This objective has not been achieved. The department
has not conducted the formal study this objective calls for.

Two cost accounting systems are available to the depart-
ment. The State Employment Service Agency (SESA) cost account-
ing system is provided through the Department of Labor. Before
the department was established, both Job Service and Unemployment
Insurance were on this system. CETA and Community Services
Administration programs have been incorporated into the SESA
system since the merger. Vocational Rehabilitation has remained on
the Statewide Accounting System (SWAS) which is provided through
the Minnesota Department of Finance.

b. Discussion

Maintaining two cost accounting systems within the de-
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partment tends to perpetuate program autonomy. SWAS is based on
client activity or workload, while SESA is based on a time charge.
Aggregating these data is difficult at best, rendering department-
wide reports, audits, and evaluation studies complex and hard to
interpret.

Administrative efficiency suffers when multiple cost ac-
counting systems are used in an organization. Since most Economic
Security programs report to the U.S. Department of Labor, the
SESA system seems a logical cost accounting system for the whole
department. Many details, however, would have to be worked out,
including devising a way of making SESA compatible with the State-
wide Accounting System for state reporting. In addition, such an
arrangement would have to be approved by HEW and the state
Department of Finance.

We recommend that the department fulfill its objective and
conduct a formal study of this issue to determine the cost of main-
taining two systems and the possibilities of using a single cost
accounting system or linking state and federal systems. The study
should compare the relative costs and efficiencies of each system.
This study should be completed by September 1980, after which a
final resolution of this issue should be made.

I2. PROVIDE AN EFFECTIVE PROCESS FOR CONSUMER INPUT
INTO DEPARTMENT POLICY AND PROCEDURE DECISION
MAKING, AND FACILITATE APPROPRIATE ADDITIONAL
LEVELS OF CITIZEN INVOLVEMENT--BY JUNE 1, 1978.

a. Findings

This objective has been achieved in part. As noted
earlier, the department has established an Office of Client and
Employee Advocacy and there is a separately funded ombudsman
project for Vocational Rehabilitation clients. But both of these have
served as complaint offices instead of vehicles for consumer input
into department decision making. Moreover, the former unit has
been transformed into an Office of Equal Employment Opportunities
which focuses on affirmative action rather than consumer input.

In addition to several special purpose advisory groups,
three statutory citizen advisory councils act as sounding boards for
policy decisions within the department: the Governor's Council on
Employment and Training, the Advisory Council to the Department
of Economic Security, and the Division of Vocational Rehabilitation
Consumer Advisory Council. All three councils existed prior to the
merger in 1977, but none is designed or equipped to provide input
from current recipients of program services.
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b. Discussion

We recommend that the department reassess its consumer
advocacy services and develop a centralized procedure by which
consumer complaints may be effectively processed and the interests
of those currently receiving services represented in department
decision making.

13. DEVELOP A DEPARTMENT STATE SPENDING PLAN FOR FY
1979--BY JUNE 1, 1978.

This objective was completed.

4. COMPLETE A SURVEY AND PREPARE GOAL RECOMMENDA-
TIONS FOR FIELD OPERATIONS CHANGES. AREAS TO BE
INCLUDED ARE ADMINISTRATIVE BOUNDARIES, FIELD
STRUCTURE AND SUPERVISION, ACCESSIBILITY OF SERV-
ICES, COLOCATION, AND POSSIBLE JOINT ACTIVITIES--BY
JUNE 1, 1978.

a. Findings

This objective was partially completed by the scheduled
date. Developed by a task force, the department's Colocation
Policy Guidelines established policies and procedures for colocating
field offices. The guidelines do not address the other issues speci-
fied in the objective. However, the department has developed a
plan for standardizing administrative boundaries and for establishing
"area service teams" to coordinate local service delivery.

b. Discussion

This important objective has been neglected until recently.
The department has made some progress in colocating field offices
during the past two vyears. Out of 30 potential sites, at least
partial colocation has occurred at 14, Still lacking are efforts to
determine how the process of colocation can be facilitated and the
resulting arrangements made more successful. As suggested else-
where in this report, a pilot project should be conducted to experi-
ment with more cooperative colocation arrangements. The more
successful aspects of these experiments could then be applied to
other sites.

1See Appendix A.
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15. ASSESS THE NEED FOR AND FEASIBILITY OF ALTERNATIVE
SCHEDULES OF WORK TO BETTER SERVE CLIENTS AND TO
ASSIST EMPLOYEES IN MEETING BOTH WORK AND HOME
DEMANDS--BY JUNE 1, 1978.

a. Findings

This objective was accomplished on August 15, 1978. The
department initiated a pilot program making the state's "flex-time"
policy available to most of its employees through December 1978.

A "Summary Report on Flex-Time Evaluation," based on a
survey of almost 1,400 employees, was issued in January 1979.
According to the survey, 82 percent of the respondents recom-
mended, or strongly recommended, that flex-time be continued.
Only eight percent opposed flex-time. Accordingly, the policy has
remained in effect.

b. Discussion

The survey showed that flex-time had little effect on the
amount of supervision, coordination of schedules, and work quality.
We recommend a follow-up study to determine the extent of employee
support for this policy after a longer trial period.

16. FORMULATE A NEW CONSOLIDATED STAFF TRAINING PLAN
FOR THE DEPARTMENT--BY JUNE 30, 1978.

a. Findings

This objective has not been accomplished. For FY 1980
two separate staff training plans were submitted as required to the
Minnesota Department of Personnel. One covered employees of the
Vocational Rehabilitation Division and the other covered employees
in the Job Service, Unemployment Insurance, and Management
Support units. No plan was submitted for Balance of State/CETA.

A consolidated training plan has not yet been developed
for the department, resulting in some duplication in the kinds of
training programs offered by the various programs in the depart-
ment. A common training policy was adopted for the department,
however, in September 1978, bringing the department into line with
state policy on rules for training and reimbursement rates for
outside training. The adoption of this common policy, advocated by
the Department of Personnel, resulted in fewer unrestricted training
opportunities for Vocational Rehabilitation employees. Although it
did not come about directly as a result of the merger, many Voca-
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tional Rehabilitation employees blame restricted training opportuni-
ties on the merger.

The department indicates its intention to develop a consol-
idated annual training plan for FY 1981. To accomplish this, con-
sultation among the department's training officers must occur before
federal grant application deadlines on April 1, 1980.

b. Discussion

We endorse the department's intention to accomplish this
objective soon.

17. DEFINE GUIDELINES AND A PROCESS FOR DEVELOPING
COORDINATED STATEWIDE EMPLOYMENT, TRAINING, AND
VOCATIONAL REHABILITATION POLICIES--BY JUNE 30, 1978.

a. Findings

This objective was achieved as of October 5, 1979. On
that date the department established a Policy and Procedures Manual
which is intended to communicate information of department-wide
significance. The divisions still retain responsibility for developing
and communicating specific program policies. The manual requires
an ongoing process for developing new policies, updating old ones,
and eliminating those which are obsolete.

b. Discussion

We find the manual to be a valuable source of information
for employees and a useful means of integrating department policies.
We recommend continuation of this effort, with wide distribution of
the document to ensure employee awareness.

18. ASSIST THE DEPARTMENT OF PERSONNEL IN DETERMINING
THE DESIRABILITY OF COMBINING AND REVISING DEPART-
MENT OF ECONOMIC SECURITY PERSONNEL CLASSIFICA-
TIONS--BY JUNE 30, 1978.

a. Findings

A classification study is presently being conducted which
will fulfill this objective. The study, based on a procedure devel-
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oped by Hay Associates, includes seven phases designed to obtain
maximum participation of department employees. The phases are:

1. re-write of position descriptions by all employees,

2. clarification of position descriptions by other employees
who have been selected and trained for this task,

3. evaluation of 30 percent of the position descriptions for
standardization and rating purposes,

4, review by the commissioner,

5. recommendation to the Department of Personnel,

6. implementation by the department, and

7. an appeals process, if requested by the employees.
b. Discussion

We commend this ambitious effort. When completed, the
study is expected to resolve some of the long-standing employee
concerns about classification levels and salary inequities. Extensive
employee participation is expected to contribute toward acceptance
of change.

19. REDEFINE RESPONSIBILITIES AND REPORTING PROCEDURES
OF FIELD PERSONNEL TO ENHANCE DECENTRALIZATION OF
OPERATIONAL DECISION MAKING; DEVELQOP ACCQUNTING
PROCEDURES TO FACILITATE DECENTRALIZATION~-BY JUNE
30, 1978.

a. Findings

This objective was not accomplished on schedule, but
efforts are currently underway to decentralize budgeting. The
department established a task force which found that the SESA cost
accounting system could accomodate decentralized budgeting.
Accordingly, the department is implementing a plan to increase local
office control over budgeting. When this plan is fully implemented,
reimbursement for non-personnel items, such as supplies and rent,
will be made from local office budgets.
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b. Discussion

We commend this effort and anticipate that decentralized
budgeting will strengthen local office management.

20. INCLUDE THE BALANCE OF STATE CETA, STATEWIDE CETA
COORDINATION, AND OFFICE OF ECONOMIC OPPORTUNITY
OPERATIONS IN THE STATE EMPLOYMENT SECURITY AGENCY
(SESA) TIME REPORTING AND COST ACCOUNTING SYSTEMS
FOR INTERNAL MANAGEMENT CONTROL--BY JULY 1, 1978.

This objective has been accomplished.

C. PHASE TWO OBJECTIVES

Twelve additional objectives constitute the second phase
of the department's reorganization plan. Scheduled for completion
prior to June 30, 1979, relatively few of these objectives have been
fully and satisfactorily achieved. For example, the department has
not set up joint executive meetings, developed a cost improvement
program, developed a procedure for job placement for the handi-
capped, nor prepared a state employability policy statement. Only
two of the original twelve objectives have been fully implemented.

1. SET UP QUARTERLY JOINT EXECUTIVE MEETINGS WITH
OTHER DEPARTMENTS WITH WHICH ECONOMIC SECURITY
SHARES POLICY AND OPERATIONS RESPONSIBILITY IN
EMPLOYMENT, TRAINING, VOCATIONAL REHABILITATION,
AND FINANCIAL ASSISTANCE AREAS, IN ORDER TO COOR-
DINATE POLICY AND PROGRAM PLANNING--BY JUNE 1978.

a. Findings

This objective has not been achieved, although a limited
number of meetings have been held among assistant commissioners of
Economic Security and the Department of Public Welfare. In addi-
tion, middle-level managers have met frequently on joint concerns
such as welfare reform and fuel assistance. So far, these meetings
have not resulted in a formal coordination of inter-agency policy or
program planning.
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b. Discussion

Particularly in light of the department's aim to establish
"area service teams" of field personnel--eventually including local
staff from welfare, vocational education, and health programs--we
recommend pursuit of this objective, including meetings among the
Departments of Economic Security, Public Welfare, Education,
Health, and Energy.

2. DEVELOP TENTATIVE LEGISLATIVE PROPOSALS IN ALL
PROGRAM AREAS--BY SEPTEMBER 1978.

This was accomplished in time for the 1979 legislative
session.

3. INITIATE A COST IMPROVEMENT PROGRAM THROUGHOUT
THE DEPARTMENT--BY OCTOBER 1978.

a. Findings

Although the department has participated in cost reduc-
tion programs initiated by the Governor's Office and by the Depart-
ment of Administration, it has not developed its own cost improve-
ment program.

b. Discussion

We think there may be opportunities for cost reductions
when administrative and field offices are colocated. These oppor-
tunities include the possibility of sharing space and office equip-
ment and reducing support staff through consolidation. As we
discuss in Chapter I|Il, there is little evidence that the department
has taken advantage of these opportunities when they have arisen.
We therefore recommend that the department study the implications
of administrative and field office colocation, establish a set of
guidelines for cost improvement, and monitor their implementation.

1See also pp. 28, 37, and 43-44.
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4. DEVELOP A FORMAL PROCEDURE, WHICH CAN BE SUBMITTED
TO THE GOVERNOR FOR ISSUANCE AS A STATEWIDE DIREC-
TIVE OR EXECUTIVE ORDER, FOR COOPERATION ACROSS
PROGRAMS AND AGENCIES TO FACILITATE JOB PLACEMENT
FOR HANDICAPPED PERSONS--BY OCTOBER 1978.

a. Findings

No progress has been made in achieving this objective.
A liaison between Vocational Rehabilitation programs and CETA has
been established to improve the department's employment services to
the handicapped, but more comprehensive plans have not been
developed.

b. Discussion

We recommend that the department set up a task force
including participants from Vocational Rehabilitation, the Society for
the Blind, CETA, Job Service, and other relevant programs to
develop a plan for achieving this objective.

5. PREPARE AN INTEGRATED DEPARTMENT BUDGET FOR THE
NEXT BIENNIUM--BY OCTOBER 1978.

This objective was completed.

6. PREPARE A STATEWIDE SITE PLAN AND STRATEGY FOR
COLOCATION OF FIELD OFFICES--BY OCTOBER 1978.

a. Findings

This objective is partially completed. The department's
"Colocation Policy Guidelines," July 1978, set forth a strategy for
implementing colocation policy, part of which included the goal that
"by July 1980, all outstate leases in any one community will expire
on the same date." The department can give no assurance that this
goal will be met in the near future.

The guidelines also state that "these negotiations will be

guided by a statewide colocation site plan that is to be developed
by October 1978." The site plan has not yet been developed.
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b. Discussion

We recommend that the department conduct further study
into the actual effects of colocation on service delivery, space shar-
ing, and coordination among pr‘ogr'ams.1 We further recommend that
the department prepare a detailed site plan and strategy for colocat-
ing the remaining field offices and for modifying those sites already
colocated.

1. ESTABLISH CRITERIA AND TECHNIQUES FOR MONITORING
AND EVALUATING PROGRAMS ON AN ON-GOING BASIS, AND
ESTABLISH A PLAN FOR PERIODIC EVALUATION OF ECO-
NOMIC SECURITY PROGRAMS AND FUNCTIONS--BY OCTOBER
1978.

a. Findings

This objective has not been carried out as originally
envisioned. The department established an Office of Policy and
Planning in the Program and Management Support Division in July
1979. An important function of this office is to conduct periodic
assessments of the department's progress in developing a smooth
working relationship among the organization's various units¢ No
assessments have yet been conducted, but the office anticipates
that they will consist primarily of subjective analyses based on
sample surveys of department employees. The office has produced
a year-end review of department activities for presentation to the
Legislature.

In addition to the department's efforts, the federal agen-
cies which fund Economic Security programs conduct regular pro-
gram reviews based on program and financial data supplied to them
by the department. These reviews, sometimes conducted as often
as monthly, are required as part of the funding procedure and are
often standardized across the country. However, they are designed
primarily to ensure fiscal accountability rather than to provide
thorough evaluations which measure the impact of program services
on client needs. Moreover, they do not include assessments of the
impact of one program on others.

b. Discussion

Since the department's funding is largely federal, it is
appropriate that reviews and evaluations of the department's pro-
grams should be initiated by, and addressed to, the appropriate

1See also pp. 28, 37, and Chapter IIl.
2See p. 23-24.
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federal agency. However, the structural organization of the
department--in this case the merging of like programs into a single
unit--is a state responsibility, and the analysis of the success or
failure of those arrangements ought to be the concern of the de-
partment and the Legislature.

For these reasons, we think that an in-house evaluation
unit which focuses on studying the impact of reorganization and the
functioning of the department as an organizational unit is a proper
use of department resources. We endorse the department's plans to
assign this function to the Office of Policy and Planning. However,
since the function may involve assessments of activities of the
Management Support Division itself, we recommend placing this unit
in the commissioner's office to maximize its objectivity.

8. PREPARE A STATE EMPLOYABILITY POLICY STATEMENT
THAT ENCOMPASSES JOB OPPORTUNITY AND STABILITY,
EMPLOYMENT AND TRAINING, VOCATIONAL REHABILITATION
AND OTHER JOBS PROGRAMS--BY DECEMBER 1978.

a. Findings

This objective has been deferred by the department. The
original intent of this objective was to develop formal linkages
among state agencies so that available services could be provided to
unemployed workers.

b. Discussion

We encourage pursuit of this objective through executive
meetings among relevant state agencies as well as through the "area
service team" approach proposed by the department.

9. ORGANIZE THE DEPARTMENT'S DELIVERY SYSTEM TO EN-
SURE THAT CLIENTS WHO ARE NOT JOB READY ARE AF-
FORDED THE OPPORTUNITY TO RECEIVE NECESSARY EM-
PLOYABILITY SERVICES (TRAINING/RE-TRAINING) WITHIN
BUDGETARY LIMITS--BY JANUARY 1979.

a. Findings

This objective has been achieved in part. Specific pro-
grams within the department, such as CETA, the Work Incentive
Program (WIN), the Work Equity Project (WEP), and Vocational
Rehabilitation, provide training services to eligible applicants.
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b. Discussion

We recommend a more careful look at the pool of appli-
cants to ensure that all, not just those who fit into specific pro-
grams, have the opportunity for training or re-training.

10. ARRANGE FOR BARRIER-FREE ACCESS FOR PERSONS WITH
HANDICAPS TO ALL STATE FACILITIES AND RENTAL PROP-
ERTIES UNDER THE DEPARTMENT'S JURISDICTION.

a. Findings

This objective is scheduled for completion by June 30,
1980. Accessibility standards are enforced when new field office
leases are negotiated. Current state policy requires that if rental
space is not accessible to the handicapped, provisions must be made
for modification within a specified period of time. The department
reports that 80 percent of its field offices are currently accessible
or scheduled for the necessary modifications.

b. Discussion

We recommend continuation of this effort.

11. MAINTAIN AND IMPROVE THE AFFIRMATIVE ACTION PRO-
GRAM SO THAT THE DEPARTMENT BECOMES A "MODEL
EMPLOYER"--BY JUNE 1979.

a. Findings
This objective is being implemented. The department
organized an Affirmative Action Committee in 1978 to develop the

state's first department-level affirmative action plan. A revised

plan, required by the Department of Personnel, is currently in
draft form.

The committee has also worked to study protected-class
recruitment, job retention, and EEO training.

b. Discussion

We recommend that the department continue these efforts.
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12. COMPLETE THE WORK EQUITY PROGRAM DEMONSTRATION,
PHASE DOWN OPERATIONS, COMPLETE FINAL REPORTS,
DEVELOP OPERATIONAL RECOMMENDATIONS FOR PHASE 3
IMPLEMENTATION--BY JUNE 1979.

This objective is now due for completion by June 30,
1981. As a result of additional funding, the WEP demonstration was
extended for an additional year.

D. PHASE THREE OBJECTIVES

The department's third reorganization phase is less speci-
fic than the first two. Scheduled for completion by the end of the
department's first full biennium on June 30, 1981 and in "succeeding
bienniums", the phase consists of five broadly stated objectives to
accomplish "improved service delivery" at lower costs (after adjust-
ing for inflation).

Since these objectives are not slated for completion until
next year, we only list them here.

1. THE DEPARTMENT SHALL DEVELOP AND ESTABLISH A
STATEWIDE COHESIVE DELIVERY SYSTEM WHICH AD-
DRESSES THE NEEDS OF EMPLOYERS AND JOB-SEEKERS
FOR THE STATE OF MINNESOTA.

2. DEVELOP A PROCEDURE FOR COOPERATION AMONG
STATE AGENCIES AND ACROSS PROGRAMS FOR THE
EFFECTIVE COORDINATION OF JOB-TRAINING AND
PLACEMENT ACTIVITIES FOR ALL CLIENTS.

3. INCREASE COORDINATION OF BENEFIT PAYMENTS AND
JOB-TRAINING AND PLACEMENT PROGRAMS WITH VET-
ERANS PROGRAMS, WORKERS COMPENSATION, VOCA-
TIONAL AND POST SECONDARY TRAINING, FEDERAL
INCOME INSURANCE PROGRAMS AND ECONOMIC DEVEL-
OPMENT PROGRAMS.

4. THE COLOCATION AND FIELD OPERATIONS CHANGES
PLANNED AND INITIATED IN PHASES 1 AND 2 WILL BE
COMPLETED.

5. DECENTRALIZE DECISIONS, INSTALL COMPUTER TER-
MINALS IN THE FIELD, AND STABILIZE ORGANIZATION-
AL UNITS TO RESULT IN BUDGET ALLOCATIONS BASED
ON UNIT COSTING OF FIELD BUDGETS AND STAFF,
EQUITABLE DISTRIBUTION OF CLIENT SERVICE ALLO-
CATIONS BASED ON CLIENT NEEDS, AND FASTER
RESPONSE TO THOSE NEEDS.
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I11. FIELD OFFICE COLOCATION

Colocation means ptacing "two or mfre units in close
proximity so as to share common facilities." Historically, the
concept of coclocation was a practical solution for best use of space
and resources long before it was known by that name. There are
mutual benefits to be derived from shared occupancy, whether the
occupants compliment each other or not. Economies of scale can be
found in reduced heating and cooling costs, shared hallways and
entryways, and combhined maintenance and upkeep expenses,

Most industrial parks and office buildings are based on
the idea of shared locations to reduce overhead expenses. In
addition, convenience to the consumer is increased by clustering
services. Neighborhood shopping malls which house a variety of
shops are known to draw more customers than one store standing
alone.

Colocation of human services has developed from this
philosophy. The rationale is that since services offered are similar,
and consumers of one human service typically use others as well,
colocation of these services should decrease administrative costs and
increase consumer convenience.

While colocation appears to be a natural arrangement, it
must be remembered that there are many barriers that prevent it
from just happening. Facilities which are suitable for every pro-
gram's needs may be difficult to find. Even then, staff of different
programs may have trouble agreeing on a specific location. For
example, Job Service may want a location in the downtown area in
the belief that the number of walk-in clients would increase, while
other programs may be less enthusiastic about such a site. Be-
cause different agencies have different preferences and needs,
voluntary colocation can be fraught with complications.

The 1976 Office of Human Services study proposing a
Department of Economic Security recommended that programs offer-
ing job training and placement should evolve toward a unified
delivery system, and that this should be achieved by colocating
services in "one-stop" settings. These centers would include the
job training and placement programs offered by Job Service,
Balance of State/CETA, and Vocational Rehabilitation.

The study offered two major reasons for recommending
colocation to create one-stop service centers:

1Webster"s New Collegiate Dictionary, 1977. However, the
spelling of this term is not, at present, full standardized. As you
will see in portions of this paper, Department of Economic Security
literature spells the work with a hyphen: "co-location." Others
prefer "collocation,"
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First of all, this kind of local delivery system will improve
client access to services as a result of the colocation of job
training and placement services in a single local office. Sec-
ondly, colocation will foster the development of strong inter-
program staff relationships as the necessary steps are taken to
develop the mechanisms and procedures for the unified
delivery appr‘oach.1

The Office of Human Services proposal for colocation of
field offices envisioned a high degree of integration between the
various programs. Under its plan, individual programs would be
combined to offer a common reception and intake point for con-
sumers, who would then be referred to the appropriate program.
The rationale for this approach was that the client would be less
concerned about the title of the program which is funding - the
service than the opportunity it offers for achieving the goal of
economic self-sufficiency.

The recommendation for full coordination of Department of
Economic Security programs was based on two assumptions. One is
that many clients are multiple users of the services. This was not
actually substantiated, so it was unknown whether this group
comprises a large or small percentage of all clients. The second is
that there was a lack of interaction between programs, preventing
easy client referrals between programs. This assumption was not
substantiated either, so it was not known how much improvement
could be expected or how 1o measure changes in referrals. We
address these questions in Chapter VII.

Legislation establishing the department did not mention
colocation. Any colocation activities undertaken by the department
are a matter of department policy and are not in response to any
legal mandate, although colocation is compatible with the broad
legislative intent in setting up the department.

A. COLOCATION POLICY

Colocating Economic Security field offices has been a
slow, complex process. Out of 30 communities where field office
colocation is possible, only 14 have actually merged offices? Since
4 sites were colocated at the time of the merger, the department's

1Office of Human Services, A Strategy for Change, p.
49. The original proposal would also have included the Income
Maintenance Division, Department of Public Welfare.

2See Appendix A for a list of all field offices.
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record since 1977 consists of 10 sites. Table 2 shows the 14 colo-
cated field office sites.

Field office colocation requires arranging for concurrent
lease expriation dates, finding suitable space for new offices, and
ensuring that all facilities comply with state and federal standards
for handicapped accessibility. Local planning can be a complex and
politically sensitive task because of concerns about program integ-
rity and loss of identity in the community. All of these tasks have
proved to be more difficult and time-consuming than originally
anticipated by the department.

The depar‘tmént's commitment to colocation was formalized
in its report to the Legislature in 1978. As we saw in Chapter I,
the following objectives relating to colocation were stated in that
report:

° Reorganization objective for completion by June 30, 1978.
Study the need for a revised field operations administra-
tive structure based on standard administrative bound-
aries, changes in field supervision, colocation of offices,
and decentralization of decision making.

° Departmental objectives for completion by June 1, 1978.
Complete a survey and prepare goal recommendations for
field operations changes. Areas to be included are colo-
cation and possible joint activities.

® Departmental objective for completion by October, 1978.
Prepare a statewide site plan and strategy for colocation
of field offices.

® Department objective for completion by July 1, 1979; June
30, 1981 and succeeding bienniums. The colocation and
field operations changes planned and intiated in Phase 1
and 2 (above) will be completed.

As stated, these objectives call for written products-~--a
Ustudy" of the need for reorganization, a *"survey" of goals; and a
"statewide site plan" for colocation. These documents have not
been produced. Instead, a memo from the commissioner on July 10,
1978 presented "Colocation Policy Guidelines" whose objectives were:

. Easier and more efficient client access to services, and

° Efficient administrative support of services by elimination
of duplication.
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TABLE 2

DEPARTMENT OF ECONOMIC SECURITY
FIELD OFFICE COLOCATION SITES

MARCH 1980

Year
Location Colocated JS/UH DVR CETA
Marshall 1972 X X 1
Minneapolis (Pilot City) 1972 2 X
Mankato 1975 X 3 X
Owatonna 1975 X X
Fairmont 1977 X X
Bemidji 1978 X X
Hutchinson 1978 X X
Meorhead 1978 X X
St. Paul (Metro Square) 1978 X X
Wadena 1979 X X
Brainerd 1979 X X
Winona 1979 X X X
Fergus Falls 1979 X X
New Uim 1979 X X
JS/UI = Job Service/Unemployment Insurance
CETA = Comprehensive Employment Training Act
DVR = Department of Vocational Rehabilitation

1. Also has CETA office, not colocated.
2. Job Service only.
3. Also has DVR office, not colocated.
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The memo defined colocation as:

the physical consolidation of separate offices and programs into
a single facility. Colocation provides the potential opportunity
for utilization of common space (e.g., lobby or reception area,
testing and conference rooms, supply rooms, employee rooms,
restrooms, etc.). Colocation does not require integration of
staffs, altough in a colocated situation common staff for certain
office adminsitrative activities could be an advantage and the
feasibility of such a change may be explored. Colocation does
not imply the use of program generalists, and should not
diminish program integrity and visibility. Current lines of
program authority for Job Service, WIN, Vocational Rehabilita-
tion, and Balance of State CETA programs will be retained.
Unemployment Insurance claims service will continue to be
provided outstate through selected Job Service Offices.

The guidelines make it clear that colocation entails a
requirement that certain space be shared among participating pro-
grams, Other space is supposed to be shared where possible. We
conducted a survey of field offices that were colocated as of July 1,
1979 to determine how space is currently used and how much shar-
ing of space actually occurs. The results of our survey are sum-
marized in Table 3.

The survey indicates that the department's colocation
projects have not resulted in the kind or degree of sharing that
was originally anticipated. In discussions with individuals at the
sites, several points emerge as critical to successful colocation:

] Whether the colocation site was a move for all programs or
merely an expansion of one office to make room Tfor the
others. This is a matter of "turf' and is important in
the day-to-day decision process. The idea that some
staff "belongs" in a building, while others are "new-
comers," may be eliminated by selecting a totally new
site. It may be more costly to move all programs, but
the long range effect may be worth the extra expense.

° The leadership qualities and general attitudes of individ-
uals in _charge of the local offices is a critical ingredient.
While these individuals are basically within the same
salary range, there are still perceived differences based
on education and experience. There were indications that
it was difficult for these individuals to meet together and
work out conflicts--in part, because of these perceived
differences.
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. The assistance available from the main office in _working
through management decisions is important for individuals
in each program to feel fairly treated. When an impasse
is reached at the local level, there should be an objective
resource available to negotiate a mutually satisfactory

decision. Some situations require a neutral party to
interpret policy and intent which was not clear at the
local level.

While the field offices often have valid reasons, such as
physical layout, for not followihg the guidelines, it is clear that the
-main office has been unsuccessful in ensuring compliance with its
guidelines policy.

B. THE IMPACT OF COLOCATION ON FIELD OFFICE
COSTS AND SPACE

We collected data from the department's lease files to
determine the effects that the department's colocation policy has had
on rental rates paid and space used by field offices.

The information collected from each lease file included
cost per square foot, total square footage, and total rental cost for
July 1 of 1976, 1977, 1978, and 1979. It was necessary to gather
some of the information through interviews with the Manager of
Field Support Services, especially regarding colocation sites where
there were separate leases. We received assurance that lease files

would be more complete in the future due to staff and organizational
changes.

Some field offices do not have formal leases with a fixed
charge for a certain amount of space. Instead they are based on
agreements of exchange between the central program office and
schools, hospitals, institutions, and vocational technical centers.
In addition to the 121 leased field offices, the department maintains
approximately 48 such non-leased offices. Only field offices with
formal leases are included in our cost and space analysis, primarily
because there is no instance of colocation between [eased and non-
leased field offices.

Table 4 shows the changes which occurred between 1976
and 1979 in the average space used and rental rates paid by Eco-
nomic Security field offices. Overall, space used by field offices
has increased on the average by nearly 13 percent over the four
year period; the average cost of that space has risen by more than
35 percent.

In Table 5 we show how area and cost have changed for
field offices in each program area. Vocational Rehabilitation offices
used, on the average, slightly less space in 1979 than in 1976.
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TABLE 4

ECONOMIC SECURITY FIELD OFFICES: AVERAGE
SPACE AND COST PER SQUARE FOOT, 1976-1979.

Percent

Increase
1976 1977 1978 1979 1976~1979

Average
Area (S5q. Ft.) 2,319 2,367 2,526 2,619 +12.9%

Average Cost

Per Sq. Foot $4.35 $4.67 $5.21 $5.89 +35.4%
Number of ‘
Field Offices 97 109 113 121
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TABLE 5

ECONOMIC SECURITY FIELD OFFICES:
AVERAGE SPACE AND COST PER SQUARE FOOT,
1976-1979, BY PROGRAM

AREA COST/SQ.FT,
JS/UI VR CETA JS/Ul VR CETA
1976 2,787 2,074 1,251 $4.36 $4.46 $4.17
1979 2,987 1,995 2,384 $5.79 $6.00 $6.08
Percent
Increase +7.2% -3.8% +90.6% +32.8% +34.5% +45.8%
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On the other hand, taken as a group, CETA offices almost doubled
in size during the same period. This increase reflects, in part,
the overall expansion of CETA programs in the Balance of State
region. In addition, Table 5 shows that average rental rates have
increased slightly more for the CETA offices than for those of the
Job Service/U! and Vocational Rehabilitation programs.

In order to determine the influence that colocation might
have had on field offices area and costs, we separated all field
office leases into three groups:

1. offices that were already colocated in 1977 and remained
so in 1979,

2. offices that were not colocated in 1977 nor in 1979, and

3. offices that became colcated some time between 1977 and
1979.

Groups 1 and 2 were field offices whose colocation status remained
unchanged between the two dates. Field offices in Group 3
changed their colocation status. All field offices that were discon-
tinued or came into existence between these dates were eliminated
from our analysis.

We examined the changes in office space and rental costs
for each of these groups of field offices. Table 6 shows that the
group experiencing the greatest increase in costs per square foot
was the group whose colocation status had changed. The group
with the least increase in costs was that which included field offices
already colocated at the time of the merger. The groups differed
little in the amount of space used by each.

These data suggest that colocation has resuited in little,
if any, space savings. This is not surprising in view of our
earlier finding that colocated offices, on the average, share very
few common facilities. Our data also suggest that colocation is more
costly in this initial phase, but that over the long-run those costs
may diminish. Changing rental status is, not surprisingly, an
expensive proposition at the outset. A new landlord may ask for a
higher rental rate than one who has rented facilities to a field
office for a long time. Moreover, the need for colocating offices to
find sufficiently commodious offices, especially in small communities,
may limit the number of potential sites and may signal landlords
that field office managers have little room for bargaining over
price.

Our data suggest that colocation has not saved the de-
partment space or money. However, there is evidence that in the
long-run colocation may result in economies. In Chapter || we have
recommended a pilot colocation study to determine the best ways of
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TABLE 6

PERCENT CHANGE IN AREA
AND COST PER SQUARE FOOT FOR
DEPARTMENT OF ECONOMIC SECURITY
FIELD OFFICES 1977 - 1979

Field Office Groups Area Cost/Square Foot
(Percent Increase) (Percent Increase)

Group 1: Colocated both
1977 and 1979 9.6% 1%

Group 2: Never
Colocated 12.2% 24%

Group 3: Colocated 1979,
but not 1977 11.9% 40%
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saving space and money. In any case, the long-range financial
effects of colocation will not be known for several years.
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IV. SERVICE DELIVERY

Our inventory of reorganization objectives in Chapter ||
shows that nearly all of the reorganization activity originally
planned for the department was limited to program support services.
The program delivery systems themselves, funded by and answer-
able to federal authority, were not a target of reorganization.

Nevertheless, just as home remodeling may affect a home-
owner's quality of life, government reorganization may influence the
quality and character of client services. In some states which have
undergone human services reorganization, structural change may
have adversely affected the delivery of services to the public. In
a separate staff paper we have detailed some of the difficulties
encountered in states such as Florida and Arizona, where the
creation of a human services "super-agency" may have been respon-
sible for a decline in the quality of client services. In other states,
reorganization may well have contributed to an improvement in
services, while in still others no impact at all is discernable.

The goals of reorganization in Minnesota were to improve
the accessibility and responsiveness of services, ensure planning
and procedural coordination among programs, and develop a fully
integrated administrative and management structure while maintain-
ing existing levels of service.2 In this section we seek to address
the last of these goals. Although the measurement of service
"levels" or "quality" is elusive, we have collected data on service
delivery which may bear on this question.

There are several major problems in drawing conclusions
about the effect of the department's reorganization on service
delivery. The first concerns the matter of causality. Many vari-
ables may influence the performance of a government program over
time. Since it is impossible to sort out these variables and isolate
the influence of structural change, our conclusions about the impact
of the reorganization on program performance must remain specula-
tive.

Second, we lack the historical perspective required to
discern long-run trends in the performance of Minnesota's Economic
Security programs since the merger. The legislation creating the
new department was enacted in the summer of 1977; the department
became fully operational in December 1977. Since federal FY 1978
began in October 1977, the first full fiscal year under the new
department was FY 1979. Given that program statistics are common-
ly reported on a fiscal year basis and that there is a significant lag
time in reporting such data, this gives us, at best, only one year

1See our paper on State Human Services Reorganization,
Chapter Il11.

2See Department of Economic Security, Report to the Leg-

islature, January 1978, p. 18.
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of program statistics for the reorganized department. These prob-
lems, in addition to the fact that much of the planned reorganiza-
tion has not yet been implemented, render any analysis of the
impact of reorganization tentative.

Finally, we found that comparative program data useful
for our purposes were difficult to obtain. Some data are collected
in response to federal reporting requirements, but even these data
are frequently unsuitable for meaningful tracking of program per-
‘formance over time. Data are sometimes compiled differently from
one year to the next. In 1976 the federal fiscal year was shifted
from a July 1 starting date to October 1, so that FY 1976 data
cover five quarters of program activities. Finally, data from other
states are often unavailable or not in a form enabling comparisons
with. Minnesota.

Care should be taken, therefore, in interpreting the
indicators of Minnesota Economic Security program performance
presented below.

A. VOCATIONAL REHABILITATION

The program for which the most useful performance data
are available is Vocational Rehabilitation. The U.S. Department of
Health, Education, and Welfare publishes annual statistical reports
on program performance for all states and territories. An analysis
of these data does not support a conclusion that the performance of
Minnesota's Vocational Rehabilitation programs has declined since the
reorganization. In saome respects, these data suggest that Minne-
sota's relative performance has improved. Table 7, for example,
shows that while the total caseload per 100,000 population has
declined nationally and in the state, Minnesota's national caseload
ranking ‘has actually increased since 1976. By 1978 the state's
program ranked 12th nationally and 1st in the region.

In addition, administrative overhead for Minnesota's
Vocational Rehabilitation program is much lower than that for other
states' programs. Direct administrative expenditures as a propor-
tion of all program expenditures were 6.4 percent in 1974 and just
4.4 percent in 1978. Table 8 shows that Minnesota's national and
regional ranking has dropped significantly since 1974. A low rank-
ing indicates that overhead is relatively low.

On the other hand, Minnesota's standing has declined in
the number of cases and successful rehabilitations per counselor.
On these measures of productivity, Minnesota's ranking has slipped
since 1974, but a close examination of Table 9 suggests that the
decline began long before the department's 1977 reorganization.

Tables 7 and 9 both provide evidence that Vocational
Rehabilitation productivity has declined in the nation as a whole as
well as in Minnesota. - One common explanation for the drop is that
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TABLE 7

DIVISION OF VOCATIONAL REHABILITATION
NUMBER OF CASES SERVED PER 100,000
POPULATION--1974-1978

USA Minnesota Minnesota Minnesota
Cases Per Cases Per National.I Regional
100,000 100,000 Ranking Ranking
Federal
FY
1974 565 775 16 1
1975 537 723 18 1
1976 522 693 17 1
1977 498 708 13 1
1978 470 677 12 1

1Minnesota's ranking out of 54 states and territories in 1974, 55 in
other years.

2Minnesota's ranking out of the six states in Region V (Wisconsin,
Illinois, Indiana, Ohio, Michigan, Minnesota).

Source: Department of Health, Education, and Welfare, State
Vocational Rehabilitation_Agency, Program Data (1974-
1978).

62



*(8LET-VL6T) ®aed weaboxd ?AdousbHY UOTIRITTTHRYSW TBUOTIBOOA 33235 ‘oIejTaM pue ‘uoTjzeonpd ‘yjresag jo jusunpxedaq

$EDMN0S

* (e30SSUUTH ‘UBSTUDTW ‘OTYO ‘BUBTPUI ‘STOUTTTI ‘UTSUODSTM) A UOTBSY UT solels XTS sy3 JO 3O HuTuer s,eIOSOUUTH ,

*saeek I9Y30 UT 6§ ‘pL6T UT SOTIOITIISY PUR S93B3S G JO INO HUTHURX S,BIOSSOUUTH

9 47 $8°9% $%G°GS 1 8 $8°8% %2°9¢€ 9 15 s %€°8 606'7TS 8L6T
€ o€ $7°TS %0°9S T 0T $9°F¥ %6°S¢E 9 0s $0°% 3T°8 TL9'VTS LLET
17 o€ $6°TS %L°9G T €T $6°Tv $T°SE 9 147 " 329 3z°8 8T8/ETS 9L6T
(4 TT %9°09 %0°09 (4 €€ $8°2¢ %8°2¢ € 9¢ 29°9  32°L 6€9°€TS SL6T
€ ST 37 °99 %2°29 17 8¢ $2°LZ %8°0€ 5 (43 3%"9  %0°L LSZ'¥T1S L6T
ued Tiuey *UUTH ¥sn zyuey iued *UUTH ¥sn ziued iued *UUTH ¥sn (s000) A3
*boy T.3eN % $ - -bay T,38N - % % *bay T.3eN % 2 ‘puadxyg Texspad
. UUTKW "UUTH "UUTH "UUT "UUTW * Gﬂ._.”E Tel305L
*UUTKH
HAHLO INAWIOYId ¥ ONITISNNOD NOILVYLS ININAY

8L6T-PL6T —- SHIYODILVYD A€ SHINLIANIIXE
NOILILVLITIGYHIEY TYNOILLYDOA 40 NOISIAIQ

8 HI49YL

63



TABLE 9

DIVISION OF VOCATIONAL REHABILITATION
CASES AND SUCCESSFUL REHABILITATIONS PER COUNSELOR
1974 - 1978

Successful Rehabilitations
Cases per Counselor per Counselor
#in # in Minn. Minn. #in #in Minn. Minn.
Minn. USA Nat'l1 Regiaé'x Minn. USA Nat'l1 Regicy'\
Rank’ Rank Rank’ Rank
Fed. FY
1974 247 136 3 1 57 1 6 1
1975 154 116 6 2 33 31 17 2
1976 149 110 7 1 28 28 19 3
1977 140 107 9 1 28 27 17 3
1978 133 109 11 2 23 29 32 5

1Minnesota's ranking out of 54 states and territories in 1974, 55 in
other vyears.

2Minnesota's ranking out of six states in Region V (Wisconsin,
Illinois, Indiana, Ohio, Michigan, Minnesota).

SOURCE: Department of Health, Education, and Welfare, State
Vocational Rehabilitation Agency, Program Data, (1974-1978).
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severely handicapped clients comprise an increasingly significant
proportion of the total caseload handled by these programs. Since
severely handicapped clients require a more intensive commitment of
program resources, overall productivity has declined. However,
that explanation does not account for Minnesota's declining rank in
cases and successful rehabilitation per counselor, since the number
of severely handicapped served dropped by 19 percent from 1977 to
1978 iq Minnesota while it increased 10 percent in the nation as a
whole.

Finally, Table 10 indicates that the average cost per
successful rehabilitation has increased substantially since 1974 in
Minnesota. But Minnesota's national and regional cost rankings
were about the same in 1978 as in 1974, indicating that Minnesota's
relative position has changed little.

Taken together, these data suggest that Minnesota's
Vocational Rehabilitation program performance ranks above average
in the region and in the nation as a whole. Given the nature of
these data and the lack of a significant time perspective, we cannot
conclude that the reorganization of the Department of Economic
Security had a discernable effect on program performance as we
have measured it.

B. JOB SERVICE

Job Service productivity is difficult to evaluate. The
program's effectiveness in making placements, one measure of pro-
ductivity, is largely dependent on labor market conditions which
vary monthly and by location. In addition, different methods of
keeping client records and compiling data make state to state com-
parisons over time somewhat risky.

However, data supplied to us by the U.S. Department of
Labor suggests that Minnesota's overall productivity by staff year
worked has increased significantly since the 1977 reorganization.
Table 11 shows that the state rose from 17th in the nation in 1977
in the number of individuals placed per staff year worked to 5th in
1979. Table 11 also indicates that Minnesota's ranking in the num-
ber of placement transactions per staff year worked has risen from
20th in 1977 to 8th in 1979. On both measures, the state has
consistently ranked first or second in the region. Although these
data do not take into account the changing labor market conditions
in the state or nation, we may conclude that if reorganization had
any effect on Job Service productivity, it was not dramatically
negative.

1Out of 5,247 successful rehabilitations in Minnesota in
1977, 2,465 were severely handicapped; out of 4,250 in 1978, 1,990
were severely handicapped.
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TABLE 10

DIVISION OF VOCATIONAL REHABILITATION
AVERAGE COST PER SUCCESSFUL REHABILITATION

. 1974 - 1978
Successful Minnesota Minnesota

Total Rehabili- Average National Regional

Caseload tations Cost1 Ranking Ranking
Federal
FY
1974 28,693 6,204 $2,298 34 5
1975 27,130 5,775 $2,361 41 6
1976 26,007 4,743 $2,913 34 6
1977 26,681 5,247 $2,796 42 6
1978 25,254 4,250 $3,508 29 5

1Rehabilitation costs based on Sec. 110 (Rehabilitation Act) expendi-
tures.

2Minnesota's ranking out of 54 states and territories in 1974, 55 in
other years.

3Minnescta's ranking out of the six states in Region V.

SOURCE: Department of Health, Education, and Welfare, State
Vocational Rehabilitation Agency, Program Data (1974 - 1978).
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TABLE 11

JOB SERVICE PRODUCTIVITY BY INDIVIDUALS PLACED
AND PLACEMENT TRANSACTIONS PER STAFF YEAR WORKED
FY 1975 - 1979

Individuals Placed per SYW1 Placement Transactions /SYW2
Minn. Minn. Minn. Minn.
Nat'l 3 Reg., Nat'l 3 Reg.4
USA Minn. Rank™ Rank USA Minn. Rank Rank
Federal
FY
1975 129 136 35 1 192 194 30 1
1976 149 162 26 1 217 219 28 1
1977 172 200 17 2 244 271 20 2
1978 197 251 9 1 281 361 11 1
1979 199 263 5 1 296 380 8 1

1Number' of individuals placed per year of staff time worked.

2Number‘ of placement transactions per year of staff time worked.
3Minnesota's ranking out of 53 states and territories.

4Minnesota's ranking out of the six states in Region V (Wisconsin,
IHlinois, Indiana, Ohio, Michigan, Minnesota).

SOURCE: U.S. Department of Labor.
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Reliable cost data over a long period are not available.
Nevertheless, data for 1978 and 1979 suggest that Minnesota's
average cost per individual placed and per placement transaction
ranks among the lowest in the region and in the nation. Table 12
shows that Minnesota's average costs increased between 1978 and
1979 at about the same rate as those for the nation as a whole.

C. BALANCE OF STATE/CETA

To indicate the relative performance of the Balance of
State/CETA program, we have obtained program data from the
department on all ten Title | CETA prime sponsors in Minnesota.
As we have noted earlier, the Balance of State unit is the only
prime sponsorship administered by the Department of Economic
Security. Although labor conditions vary significantly from one
area of the state to another, producing a variable effect on CETA
productivity, statewide CETA data provide perhaps the most useful
basis for marking the progress of the Balance of State unit.

Table 13 presents statewide/CETA prime sponsor program
data; Table 14 presents Balance of State program data. A compari-
son of these tables suggests that from 1975 through 1979 Balance of
State program performance has roughly paralleled that for the ten
Minnesota prime sponsors taken as a whole. However, between 1977
and 1979, the percentage of terminated participants who entered
regular employment dropped from 36.9 percent to 26.5 percent. |In
the same period all of the state's prime sponsors combined experi-
enced a lesser drop from 31.4 percent to 28.2 percent. In addi-
tion, the average cost per participant was about the same for
Balance of State as it was for the combined prime sponsors in 1977.
But by 1979 the average cost had increased to $1,909 for the Bal-

ance of State unit but only to $1,739 for all prime sponsors com-
bined.

On the other hand, administrative costs as a percent of
all program costs have risen somewhat less sharply since 1977 for
the Balance of State unit than for the ten prime sponsors. As with
the other program components these data taken together present a
mixed picture. However, based exclusively on these measures of
performance, it is not possible to conclude that the department's
reorganization has had an adverse effect on Balance of State costs
or performance.

D. UNEMPLOYMENT INSURANCE
Unemployment Insurance program funding and staffing are
directly tied to economic conditions, causing dramatic fluctuations in
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TABLE 12

JOB SERVICE
AVERAGE COST PER INDIVIDUAL PLACED AND PER
PLACEMENT TRANSACTION FY 1977 - 1979

Cost per Individual Placed1 Cost /Placement Tr‘ansaction2
Minn. Minn. Minn. Minn.
Nat'l 3 Reg. 4 Nat'l3 Reg.4
USA Minn. Rank™ Rank | USA Minn. Rank™ Rank
Federal
FY
1978 $127.36 $99.44 39 5 $89.20 $68.99 38 6
1979 $135.43 $104.49 38 5 $91.22 $72.36 39 6
1

Cost calculated by dividing number of individuals placed (ES grants
only) into total ES costs including allocated AS-T and NPS costs but
excluding costs for special projects, Labor Market Information (LMI),
and immigration.

2Calculated in same manner as Cost per Individual Placed, but by

dividing placement transaction.
3Minnesota's ranking out of 53 states and territories.

Minnesota's ranking out of the six states in Region V (Wisconsin,
lllinois, Indiana, Ohio, Michigan, Minnesota).

SOURCE: U.S. Department of Labor.
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workload and productivity over a period of years and making it
difficult to evaluate the relative efficiency of a program's service
delivery. Nevertheless, the U. S. Department of Labor has devel-
oped an Unemployment Insurance quality appraisal system, utilizing
several specific measures of service delivery accuracy and prompt-
ness, which can be used to compare over time Minnesota's perfor-
mance with that of other states. Table 15 shows how Minnesota's
program has fared over the past four years. There are certain
inconsistencies in the manner of compiling data from one year to the
next and the 1976 and 1977 reporting periods overlap somewhat, but
these data suggest that service delivery efficiency has changed only
slightly in most areas. In each of three areas, however, services
are delivered more promptly than before the merger.

The data in Table 16 are drawn from the department's
cost model system. They show that the average time spent by
Unemployment Insurance employees on selected key activities has
not changed in a consistent pattern over the past few years.
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TABLE 16

AVERAGE TIME SPENT ON SELECTED

UNEMPLOYMENT INSURANCE ACTIVITIES

© Mar.
1976 1978
Initial Claims
(minutes per claim) 61.0 73.2
Weeks Claimed
(minutes per week
claimed) 8.4 8.4
Non-Monetary Activities
(minutes per non-
monetary issue) 66.8 43.5

Appeals
(minutes per appeal) 347.3 371.6

SOURCE: Department of Economic Security
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V. LEGISLATIVE BASELINE CRITERIA

As noted in Chapter |, the legislation creating the De-
partment of Economic Security requires the commissioner to prepare
an annual report_indicating the department's performance on certain
baseline criteria.! In January of each of the last three years the
department has prepared a "Report to the Legislature" which,
among other things, has responded to the legislative requirement.
In this chapter, we review the department's account of its progress
on these baseline criteria and, where appropriate, supplement
departmental data with our own.

The legislation requires baseline data on six broad mea-

sures; four of these are discussed below. |n one area, ensuring "a
procedure for consumer input into the department," _we think im=
provements can be made, as we have already shown. In another

area, providing ratios of clients served to "the total staffing of the
department and the department's annual budget," we have con-
cluded that useful information can be gathered only by considering

each program separately. As we nhoted in our status report on the
department in 1979,

meaningful ratios are difficult to calculate by department or by
division since programs are not consistent from year to year
and the proportion of general administrative overhead which
ought to be assigned to each division is speculative. Deter-
mining the best measure of "clients annually served" presents
additional difficulties. 3

Accordingly, we have provided ratios of clients to staff and clients

to money spent in a program by program format earlier in Chapter
V.

A. ADMINISTRATIVE COSTS

The department has had difficulty in calculating the total
"cost of administration versus funds directly expended towards
client services" as required by legislation. As we have suggested,

1See Appendix B.

2See pp. 24-25 and 36-37.

3Pr‘ogr‘am Evaluation Division, Report on the Minnesota
Department of Economic Security, p. 27.
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this difficulty stems largely from the department's use of two cost
accounting systems, the U. S. Department of Labor's SESA system
and _the state Department of Finance's Statewide Accounting Sys-
tem.! The use of these two systems makes it difficult to aggregate
departmental costs and to identify with accuracy and consistency
"administrative" versus '"client" costs. The crux of the problem
has been the department's inability to reduce its accounting to
functional tasks. The department could ascertain where employees
spent time but not what specific tasks were being performed.

Accordingly, in its first two reports to the Legislature,
the department had to consider all central office expenditures as
"administrative" costs and all field office expenditures as "client"
costs. This procedure meant that Ul employer services offered
from the central offices were counted as "administrative" functions
while field office management services were counted as '"client"
functions. Table 17 shows the department's reporting based on
these criteria. By this accounting method, it appears that "admin-
istrative" expenditures have increased somewhat since 1977.

For FY 1979 the department made adjustments in its cost
accounting systems which enabled it to uniformly track expenditures
by function. This was not done before 1979 so comparisons with
previous years are not possible. But this new system does allow
the department to better monitor expenditures on administrative line
items and should permit better cost controls. Using these modified
accounting procedures, the department estimates that its "adminis-
trative" costs amounted to 6.3 percent of all department expendi-
tures in FY 1979.

Legislation requires the department to reduce administra-
tive costs by five percent by January 1980. The department con-
cedes that it did not meet this goal, but it cannot accurately deter-
mine how administrative costs have fluctuated. In any case, the
pressures of inflation over the past three years have made this a
difficult goal.

B. SPACE AND STAFF INVENTORY

The department has conducted a detailed space inventory
as required. This inventory shows that the department's adminis-
trative offices occupy 129,744 square feet, up 2.6 percent from
1977. According to the department, field offices occupy a total of
402,137 square feet, up 12.0 percent from 1977. Our own study of
field office leaseés, shows that space rented for field offices total
316,872 square feet, an increase of 23 percent since 1977. Reflect-
ing inflationary influences common to the economy as a whole,
overall cost per square foot for office space has increased approx-

1See pp. 35-36.
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TABLE 17

ADMINISTRATIVE EXPENDITURES, 1977-1979

FY 1977 FY 1978 FY 1979

Total Departmental
Expenditures (including
Ui and CETA benefit

payments) $294,017,800 $253,025,600 $252,340,500

Administrative
Expenditures $ 16,280,100 ¢ 18,137,600 $ 20,597,055

Administrative
Expenditures as
a Percent of Total
Departmental
Expenditures 5.5% 7.2% 8.2%
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approximately 22 percent since 1977.1 Our analysis of the effects
of colocation on field office costs appears in Chapter |lI.

According to the state Department of Personnel, the total
number of staff has remained virtually unchanged since 1977.
However, the numbers of employees in the technical and managerial
classes have significantly increased during this period while those
in service, office, and craft classes have declined. Table 18 sum-
marizes the department's staffing by occupational group. It is
readily apparent that the department has failed to trim its adminis-
trative staff complement by the five percent required by the Ledis-
lature by January 1980.

C. TIME REQUIRED FOR CLIENT SERVICES

The department's methods of reporting on client service
activities are determined by federal agency reporting requirements.
Since each agency defines its reporting requirements differently,
there is no uniform reporting format. Still, state law requires the
department to identify "the average lapse time clients experience
from their initial contact with the department until they are satis-
factorily enrolled in a program, referred, or discharged." The Job
Service and WIN programs report the average time spent by staff
with clients. In 1977 it took an average of 9.74 hours for Job
Service staff to counsel, test, and place clients. In 1978 it took an
average of 7.67 hours. WMost of the observed reduction occurred in
counseling time. WIN clients were also served more quickly in 1978
than in 1977. Staff spent an average of 26.30 hours in counseling,
testing, and placing clients in 1977 and 25.07 hours in 1978, Most
of the reduction was in the time required for client placement.
However, the department does not report the total elapsed time
spent, on the average, from initial contact with clients to final
placement.

For the Unemployment Insurance program, the department
reports significant progress in serving clients quickly. In 1977,
82.0 percent of its claimants received their first benefit payments
within 14 days. In 1978 the proportion increased to 87.8 percent,
and in 1979 it rose to 90.8 percent. In addition, a greater propor-
tion of appeals are now decided within 30 days. Only 30.0 percent
were decided this quickly in 1977, while 55.0 percent were decided
within 30 days in 1978. U.S. Department of Labor standards call
for a 60 percent decision rate within 30 days.

1About 10 percent for administrative offices and 27 per-

cent for field offices.

25ee Table 15.
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DEPARTMENT OF ECONOMIC SECURITY

TABLE 18

EMPLOYEE OCCUPATIONAL GROUPS, 1977-1979'I

Percent
Occupational Change
Group July 1977 July 1978  July 1979 1977 - 1979
Manager 21 33 32 + 52.4%
Supervisor 320 327 348 + 8.7%
Professional 968 991 993 + 2.6%
Technical 61 120 136 +122.9%
Office/Craft 766 658 641 - 16.3%
Service 61 31 36 - 41.0%
TOTAL 2,197 2,160 2,186 - .5%

1Exc|uding part-time and seasonal employees.

SOURCE: Department of Personnel, as reported in Department of
Economic Security, Report to the Legislature, 1980.
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For the Balance of State/CETA program, elapsed time
from initial client contact to enroliment declined sharply from 1977
to 1979. In 1977 an average of 27 days elapsed, dropping to 25
days in 1978 and to just 19 days in 1979.

Finally, the department reports that Vocational Rehabilita-
tion clients are served only slightly more quickly than they were in
1977. The average time spent by clients from their initial contact
with the department to enrollment in a satisfactory program dropped
from 3.7 months in 1977 to 3.5 months in 1979.

We observe overall improvements in the time required to
deliver services satisfactorily to clients. But the reasons for these
improvements are unclear. The department makes no claim that the
1977 reorganization had a direct effect on service delivery. It
seems likely that the observed changes owe more to the general
improvement in the labor market over the past three years than to
any administrative benefits resuiting from the department's reor-
ganization.

D. TIME REQUIRED FOR CLIENTS
TO ACHIEVE SELF-SUFFICIENCY

The average time that it "takes each department to enable
clients to obtain economic self-support through competitive employ-
ment" is a relevant consideration for measuring the efficiency of all
programs within the department except the Unemployment Insurance
program. Nevertheless, the department supplies data on this
variable only for the Balance of State/CETA and Vocational Rehabili-
tation programs. The average time required for clients in the
former program to attain economic self-sufficiency declined from 108
days in 1977 to 86 days in 1979. But in the Vocational Rehabilita~-
tion program the average time increased from 30.9 months in 1977 to
33.3 months in 1979.
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VI. STAFF ATTITUDES AND MORALE

In October 1979 we conducted a survey of employees of
the Department of Economic Security in order to determine the level
of employee morale in the department as well as to discover what
employees think about the merger that created the depar‘tment.1
This survey was prompted, in part, by our finding in April 1979
that more than half of the members of the department's citizen
advisory councils that we contacted said that the merger had hurt
morale in the department. Council members singled out morale as
the item most negatively influenced by the reorganization.? In
addition we anticipated that a survey of department employees could
provide insight into the changes brought about by the merger from
the perspective of those who have tried to implement it and make it
work.

Our sample was selected from the computerized files of
the Minnesota Department of Personnel, using a random sampling
technique. Of the 401 empioyees who were mailed gquestionnaires to
their home address, 299 (about 75 percent) responded. With this
sample size, our results are subject to a sampling error of plus or
minus 6 percent.

A. EMPLOYEE MORALE

Our survey was designed to permit comparisons with an
independent study of state employee attitudes conducted in 1976 by
Professor George Milkovich of the Industrial Relations Center at the
University of Minnesota.3 Milkovich surveyed employees in 15 state
agencies, including the Department of Employment Services, one of
the agencies which was merged in 1977 to create the Department of
Economic Security. An analysis of this previous study shows that
employees in the Department of Employment Services consistently
ranked lower in self-expressed worker satisfaction and job commit-
ment than employees in most other state agencies. For example,
just 54 percent of Employment Services workers said that they were
satisfied with their jobs, while 61 percent of all state employees

1Our' Staff Paper, Staff Morale and Attitudes Toward Reor-

ganization: A Survey of Employees of the Department of Economic
Security, reports on the results of our survey in much greater de-
tail than is possible here.

2See our Report on the Minnesota Department of Economic
Security (May 14, 1979), pp. 30-33.

1Geor‘ge T. Milkovich and Gwen Palmer, Report of Em-
ployee Attitudes Toward Careers: Preliminary Analysis, (Minneapolis:
University of Minnesota Industrial Relations Center, 1976), mimeo-
graphed.
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were satisfied. In addition, only 38 percent of Employment Services
workers were satisfied with their government careers, compared
with 52 percent for all state employees.

In our study we find that, although there are still many
dissatisfied employees, both job and career satisfaction have risen
slightly among Economic Security employees since 1976. Figure 7
shows that satisfaction is higher today, even when we limit our
comparisons to those current employees who work in divisions of the
department equivalent to the old Employment Services department.
Of all employees in our sample, 66 percent express high job satis-
faction, and 43 percent express high career satisfaction.

Job and career satisfaction is highest today among em-
ployees of the Vocational Rehabilitation program. It is lowest among
workers in the Management Suppeort Division and those who work in
the central administrative structure of the department.

While many more employees profess personal job satisfac-
tion than dissatisfaction, Economic Security workers tend to de-
scribe morale as low in the department. More than 42 percent think
that morale is low among their co-workers, compared with just 25
percent who think it is high. Employees most frequently describing
co-worker morale as low include those in the Balance of State/CETA
and Job Service units; employees less frequently describing morale
as low include Vocational Rehabilitation and Unemployment Insurance
workers.

Taking these data in their entirety, we conclude that low
morale exists among a significant minority of employees in the
Department of Economic Security. Based on a limited comparison
with earlier data, we think that low morale may be a persistent
problem among many Economic Security employees. However, em-
ployee attitudes toward their jobs and tareers have improved over
the past three years.

B. ATTITUDES TOWARD THE MERGER

ITf no further evidence were available, we might be
tempted to conclude that the merger has improved employee atti-
tudes in the department. But many events over the past three
years might have affected employee attitudes toward their jobs: a
new state administration, departmental and program changes unre-
lated to the merger, and the general effects of the economy, to
name a few. In our survey, we tried to find out what employees
think about the merger and how it affected their jobs.

Relatively few employees Iin our sample say that the
merger has changed much in the department. For example, fewer
than 20 percent of those who had been at their job for at least two
years report that the merger increased their day-to-day contact
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FIGURE 7

JOB AND CAREER SATISFACTION AMONG EMPLOYEES
OF THE DEPARTMENT OF ECONOMIC SECURITY, 1976 AND 1979

SELF-DESCRIBED JOB SATISFACTION

HIGH MEDIUM LOW

1976 [ Department of Employment
} Services

N=178

1979 | Department of Economic
i : a - Security (parts equivalent
63% 21% 16% +to 1976 Department of Em-
ployment Services)

N=211

1979 Department of Economic

S it
66% 197 15% nooog |

SELF-DESCRIBED CAREER SATISFACTION

HIGH MEDIUM LOW

1976 [ Department of Employment
L Services’

N=178

1979 | Department of Economic

| Security (parts equivalent
to 1976 Department of Em-
ployment Services)

N=211

1979 | | Department of Economic

43 266 307 neoay

1Data from Milkovich.

83



with employees in the other programs brought together in the
department. Many respondents volunteered the observation that the
formal merger of the department has not resulted in much real
reorganization.

Even so, sentiment against the merger is often expressed
by many employees. Most employees are unconvinced that the
merger was a step forward for the department as a whole. Only 32
percent think that the merger was "a good thing," while 39 percent
disagree. Negative comments focused primarily on what were per-
ceived to be inequities between the divisions in salaries, job classi-
fications, and working conditions. Others, especially those in the
Vocational Rehabilitation Division, believe that the merger makes
their program less visible to the public. Relatively few respond-
ents, however, offered comments indicating that client services have
suffered as a result of the merger.

More than 52 percent agreed that the merger hurt morale
in the department; only 28 percent disagree. Many of the same
persons expressing the opinion that morale is low think that the
merger was harmful to morale. This is particularly true of Balance
of State/CETA and Management Support workers. About a quarter
of all respondents say the merger reduced their opportunities for
promotion or professional training. Only 9 percent think that the
merger helped their division reach its overall objectives. Figure 8
illustrates employee attitudes toward the merger.

The merger was cited by many respondents in explaining
the department's relatively low morale. However, it is difficult to
determine whether these comments are evidence that the merger
hurt morale or whether the merger is simply a "scapegoat" for
broader, more general job dissatisfaction. In other words, had the
merger never occurred, these or similar grievances might be cited
just as frequently by department employees. What we can say,
however, is that many morale problems are blamed on the merger--
rightly or wrongly--by employees in the department. When asked
about the general impact of the merger, no one volunteered the
opinion that the merger helped morale.

Overall job and career satisfaction may be higher today
than in 1976, but it seems clear from our survey that the merger
does not account for the increase. Without the merger, the rise in
worker satisfaction might have been even higher.

C. ACCEPTANCE OF ORGANIZATIONAL CHANGE

In its 1976 report which recommended the creation of the
Department of Economic Security, the Office of Human Services
predicted that as a result of reorganization,
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FIGURE 8

EMPLOYEE ATTITUDES TOWARD THE REORGANIZATION
OF THE DEPARTMENT OF ECONOMIC SECURITY

Merger "“was probably
a good thing"

Merger "hurt morale"

Merger hurt "opportunities
for in-service or profes-
sional training"

Merger "made it easier
for my division to reach
its overall objectives"

50%

DISAGREE

1Exc|uding those employees not with the Department of Economic
Security at the time of the merger. Adjusted sample size was 260.
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there will no doubt be apprehension, confusion, and concern
on the part of many of the affected departmental employees.
There will need to be a great deal of attention and effort
spent to orient all employees to the new department, keep them
informed, and maintain or boost morale. This effort is critical
in ensuring that employee pr'oductivfty and therefore client
service levels are at least maintained.

Some studies of organizational change have suggested that
employee acceptance of change hinges on the sense of personal
participation felt by employees in making decisions related to the
organization. According to these studies, two kinds of employee
involvement can increase worker acceptance of organizational innova-
tion:

° early and continuing participation in group discussions
focusing on the goals that are sought through change and
the alternative ways of reaching those goals, and

° genuine input in the process of deciding what changeéa
are to take place and how they are to be implemented.

Especially in large organizations, it is often difficult for management
to provide these Kkinds of opportunities for involvement to all em-
ployees. In addition, particularly with reference to governmental
organizations, decisions about what changes are to take place are
frequently made outside the department. Nevertheless, these kinds
of employee involvement in the process of change are always possi-
ble to some degree.

Although the management of the Department of Economic
Security did set up several task forces in mid-1977 to give advice
on various aspects of the reorganization, the total number of em-
ployees involved was small. Moreover, task force participation was
limited to supervisory or professional staff. The vast majority of
department personnel did not have an opportunity to select repre-
sentatives for decision-making committees since the management
itself selected task force participants.

1Oﬁ’ice of Human Services, Minnesota Department of Ad-

ministration, Economic Security and Health and Social Services: A
Strategy for Change in State Government. (December 1976), p. 58.
2

See Howard L. Fromkin and John J. Sherwood, Integrat-
ing the Organization, (New York: Free Press, 1974), p. 3T; and
E.B. Bennett "Discussion, Decisions, Commitment, and Concensus in
Group Decisions," Human Relations, Vol. 8 (1955), pp. 251-273.

86



In addition, the department management did obtain em-
ployee opinions on physical plant changes and office decorating
ideas, but made no further attempt to solicit employee attitudes
concerning the merger. Hence, the management had no systematic
means of knowing about employee concerns or grievances. This
amounts to a missed opportunity to involve employees in planning
and implementing organizational changes which affected them. |f
many employees profess low satisfaction with the department today,
and if Economic Security employees have a low opinion of the
merger which created their department, this lack of involvement
undoubtedly was--and continues to be--a contributing factor.
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VIII, PATTERNS OF CLIENT PROGRAM USE

Underlying the Office of Human Services' propasal to
create a Department of Econhomic Security was the assumption that
Economic Security programs were functionally interrelated. The
OHS asserted that there were many '"clients with multiple problems
needing more than one service." Placing the administration of
those services under one roof, both at the central management level
and the field office level, was designed to help coordinate program
planning and make it easier to refer clients from one program to
another. Colocating field offices was proposed to increase conven-
ience for clients requiring the services of more than one program.

But the OHS did not actually measure the number of
clients who used the services of more than one program. Based on
an analysis of eligibility requirements for human services programs,
it concluded that there was a significant potential for client sharing
among the programs:

Virtually all clients eligible for VR (Vocational Rehabilitation)
and WIN (Work Incentive) program services are CETA-eligible.
There are a significant number of WIN clients who are eligibie
for VR services. Almost all IM (Income Maintenanhce) and all
Ul (Unemployment Insurance) clients are eligible for CETA
services. Since employment services are available to all clients
at their request, these services are therefore available to all
program clients.é

Yet there was no evidence marshalled to support the assumption
that there were, in fact, large numbers of clients who used the
services of more than one program. If there were few such clients,
the rationale for merging economic security programs would be
somewhat weakened since the increment in convenience to clients
would be minimal.

Of course, it would still be true that coordinating pro-
grams, improving the referral system, and colocating field offices
would make it easier for those clients who were eligible for the
services of more than one program to find out about other programs
and to benefit from them. Merging the administration of programs,
then, might be expected to increase the incidence of c¢lients using
the services of more than one program.

1Office of Human Services, A Strategy for Change, p. 21.

2\bid., p. 46.
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Nevertheless, the Office of Human. Services did not exam-
ine the patterns of client program use or provide any statistical
baseline which might have been used to measure the impact of the
reorganization on client program use. In addition, although inter-
est in the issue has been expressed by department managers, the
department itself has not taken steps to determine whether program
coordination and colocation have improved the client referral system.

We judge this an important evaluation issue, worthy of
careful analysis. Accordingly, we have tried to determine the
extent to which programs within the department share clients. In
doing so, we sought to establish:

° whether the pattern of client program use, per se, Justi-

fies the merging of those programs currently within the
department, and

® whether the department's reorganization and subsequent
program coordination has led to an increase in the num-
bers of clients who use the services of more than one
program.

The potential for client use of more than one program is not the
same as actual client cross-enrollments. It seems reasonable to
assess the success of the department in making its programs more
widely available to eligible participants.

To accomplish our aim, we sought access to the official
client records for each of the department's major programs: Job
Service, Umemployment Insurance, Balance of State/CETA, and
Vocational Rehabilitation. In addition, we wanted c¢lient data from
Rural Minnesota CEP, a CETA prime sponsor not administered by
the department, in order to compare the extent of direct cross-
enrollment. Our method was to conduct a computer-assisted match
of clients in each of the programs, using social security numbers as
the unique means of identifying individuals. This method enabled
us to count the number of programs in which specific individuals
were enrolled. We requested access to program records for three
federal fiscal years: 1977, 1978, and 1979.

The department, however, felt constrained to protect the
confidentiality of its clients and declined to grant us direct access.
After some negotiations, we were able to reach a compromise agree-
ment. The department agreed to conduct the analysis according to
our specifications. The responsibility for all computer manipula-
tions, including the actual matching of clients across programs, was
left with the department. The department then provided us with
summary counts on computer tape. These tapes did not include
information identifying program clients. Although this arrangement
did not permit us direct control over the research, we felt it could
still produce valuable information.
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We had hoped to include in the analysis all individuals
who had received Econhomic Security program services during each
of the three years. However, the method of selection used by the
department counted Unemployment lnsurance clients in the year in
which their applications were filed, even though they might have
received services from the program during part of the next year.
In addition, because of the method of recording intake dates, all Ul
clients who made claims in the first week of FY 1979 appear on the
1978 summary tape. There are other minor variations in the ways
that the data were collected and compiled, but in all cases the
variations applied equally to the three years under analysis.

Table 19 summarizes the data on client enrollments as
supplied to us by the department. Data for Job Service, Unem-
ployment Insurance, and Vocational Rehabilitation are statewide;
those for Balance of State/CETA and Rural Minnesota CEP are
limited to the areas served by each respective prime sponsor. |
These data, which the department estimates are subject to a four
percent "human error," show the humber of clients who appeared in
the client records of one or more programs. By totalling the num-
bers for all cross-enrollment combinations, we can obtain a grand
total representing all individuals who received any service from any
DES program in 1977.

The data in Table 19 show that in 1977 more than 85,000
different individuals received services from more than one Economic
Security program. This represented 19 percent of all Economic
Security clients. It is apparent that there was some program
interaction and client sharing in 1977, but whether it was enough to
justify the Office of Human Services recommendation to merge pro-
gram administrations is difficult to say.

Particularly interesting in these data is the number of
Unemployment Insurance claimants who were simultaneously regis-
tered for the Job Service. In 1977 this number represented just 41
percent of Unemployment Insurance clients. Some persons who
receive Ul benefits, such as laid off workers and those who use
trade union placement services, are not required to register with
the Job Service. But the department estimates that these individ-
uals probably account for only 30 to 40 percent of those who
receive Unemployment Insurance benefits.

It is not clear why more Unemployment Insurance claim-
ants do not appear in the Job Service client files. One possible
explanation is that for one reason or another not all Job Service
clients are entered into the computer record system. A feature of
the method of keeping track of clients before 1978 resulted in an

1The region covered by Balance of State/CETA includes
the non-metro southern half of the state, plus the northwest. That
covered by Rural Minnesota CEP is the north central part of the
state.
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TABLE 19

CLIENT ENROLLMENT PATTERNS AMONG ECONOMIC
SECURITY PROGRAMS, FY 1977-1979

1977 1978 1979
Job Service only 236,816 253,151 242,265
Unemp. Insurance only 97,556 88,124 88,218
Voc. Rehabilitation only 27,245 26,636 24,234
BOS/CETA only — e 3,657 2,698
Minn. CEP only 109 724 1,301
JS-Ul 71,165 64,959 60,160
JS-VR 10,259 10,213 8,899
Js-Bos  mmmee-- 6,088 5,209
JS-CEP 106 967 2,853
Ul-VR 1,317 1,071 938
ul-eos - mmeeme- 166 113
UI-CEP 15 55 77
VR-BOS memee-- 180 161
VR~-CEP 8 56 71
BOS-CEP  meeeee- 2 1
JS-UI-VR 2,847 2,570 2,147
Js-ul-pos = =eee=--- 1,141 805
JS-UI-CEP 20 226 359
JS-VR-BOS mmmme-- 482 452
JS-VR-CEP 13 75 191
JS-BOS-CEP = memme-- 8 11
ul-vrR-Bos = mm=e--- 13 7
Ul-VR-CEP 1 1 4
UI-BOS-CEP mmmmmme mmmmmee s
VR-BOS-CEP = =m=mmmem mmemeeo 1
JS-Ul-vR-BOS =me---- 119 109
JS-Ut-VR-CEP 2 17 30
J5-UI-BOS-CEP = —=m-se- 1 1
JS-VR-BOS-CEP ===---- 2 1
Ul-vR-BOS-CEP = ===w---  mmemmes meeeeee
JS-UI-VR-BOS-CEP = ===-=--- 1 =meee—-
TOTAL 447,479 460,705 441,316
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underreporting of some groups of Job Service cIients.1 If this was
a widespread phenomenon, it might, in part, account for the unex-
pectedly low level of client sharing we observe between Unemploy-
ment Insurance and Job Service at least in 1977.

Our evidence indicates the proportion of cross-enrollments
among all programs did not increase over the three-year period we
studied. Figure 9 shows that the proportion of all Economic Secur-
ity clients enrolled in more than one program had actually declined
slightly by 1979. This suggests that client sharing has not in-
creased among Economic Security programs since the merger, de-
spite the department's attempts to coordinate programs, colocate
field offices, and improve client referral systems.

Ironically, the program in our study which was not a part
of the Department of Economic Security--Rural Minnesota CEP--had
the ‘highest level of client interaction with Economic Security pro-
grams. Moreover, it has steadily risen over the years since the
merger. By 1979, 74 percent of all Minnesota CEP clients were
simultaneously enrolled in one or more Economic Security programs.
Part of the reason for this high rate of interaction may be the fact
that all CEP field offices are colocated with Department of Economic
Security field offices.

Taken as a whole, we find these data perplexing. One
rationale for the creation of the Department of Economic Security
was that a signhificant number of persons were shared as clients of
Economic Security programs. We have found that only one out of
five clients in 1977 was enrolled in more than one Economic Security
program. Among the goals of the new department were increased
coordination among Economic Security programs and improved client
referral systems. The department has no reliable data on how many
of its clients are actually eligible for more than one Economic Secur-
ity program. But if the referral systems had improved in the first
two years of departmental operations, we might expect client shar-
ing to have increased. In fact, it has declined slightly.

One explanation for the relatively low rate of client shar-
ing is that client referral systems have remained largely unchanged
since the merger. Each program has its own application form and
intake procedure. Devising a common application form may present
some problems. For example, to accomodate all program require-
ments, more data would have to be collected than is now necessary.
This would be cumbersome and a waste of time for those clients not
eligible for more than one program. But program eligibility deter-
mination always requires gathering information which may later
prove unnecessary. Moreover, for clients who are eligible for more

1A validation survey conducted by the department, includ-

ing a hand count of application forms, revealed that in one Job
Service field office in 1977, 38 percent of all veteran applicants
were not entered into the computer record system at the time of the
survey. In a letter to the Department of Labor regional office, the
department explained that the "applicants in question were being
withheld until they had reportable activity other than registration."
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FIGURE 9

CLIENT ENROLLMENT PATTERNS AMONG ECONOMIC
SECURITY PROGRAMS, FY 1977-1979%

1977 1978 1979
Proportion of all clients who were
enrolled in only one Economic
Security Program. 80.9% 81.0% 81.9%

Proportion of all clients who were
enrolled in two or more Economic
Security Programs.

b 3
Not including Rural Minnesota CEP clients.
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than one program, the current system requires that the same basic
information be compiled separately at the point of intake for each
program. This, too, is time-consuming.

We think the department should thoroughly review its
client intake and referral procedures. Such a review should con-
sider better means of screening clients for multiple program eligibil-
ity and coordinating or consolidating application procedures. We
recommend that the department publish a short brochure informing
clients about Economic Security programs and helping them deter-
mine their eligibility. Where possible, colocated offices should
provide common reception facilities for all programs. Non-colocated
offices should provide information, including maps, directing clients
to the locations of other Economic Security offices.

In addition, the department can do more to ensure that
program staff are fully knowledgeable about the services of all
Economic Security programs and the requirements for client eligibil-
ity. Vocational Rehabilitation and Balance of State/CETA have
established a liaison to study how their mutual client referral pro-
cedures can be improved. We think that similar liaisons should be
established between each of the programs to study ways of increas-
ing program and procedural coordination. Periodic workshops for
program staff might help to increase mutual understanding of pro-
gram goals and joint problems.

Finally, we recommend that the department conduct valida-
tion studies to determine the accuracy of ciient data and to improve
the data collection process. We think the department should refine
the client sharing analysis we have done and monitor cress-
enrollments on a periodic basis.
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VIII. CONCLUSIONS

Generally, the results of this study re-confirm the find-
ings of our preliminary report of last year. Many of the depart-
ment's principal reorganization objectives, scheduled for completion
by mid-1979, remain to be achieved. The department has not
altered its commitment to reorganize, but the process of change has
been slow and fitful.

Progress has been made in centralizing many support
services, but joint program planning and coordination remains an
elusive goal. Some program independence is desirable. In any
case, it is inevitable, because the primary direction and funding for
Economic Security programs originates from different agencies at the
federal level. Still, inter-program rivalries should not deflect the
energies of program staff from their goals of service to the public.
Moreover, finding creative ways of serving the public should take
precedence over the preservation of program isolation for its own
sake.

Reorganization has altered some of the lines of authority
within the department and modified the structure of program sup-
port services. It has not affected program content, nor, appar-
ently, has it affected program performance. There is no evidence
that reorganization has caused a decline in services.

At the same time, reorganization has not increased the
rate of client referrals from one program to another. In part, this
may be due to the fact that field office intake procedures remain
largely as they were prior to the organization.

Colocation of Economic Security field offices has occurred
at 14 of 30 potential sites. But colocation has meant placing offices

side-by-side; it has not resulted -in functional coordination. In
most instances, colocation has involved Ilittle actual sharing of
facilities or space. In addition, field offices that colocate generally

require more space and pay more rent, at least in the short-run,
than those which have not colocated.

Restructuring a large organization is a complex task,
requiring skilled management and teamwork. The Department of
Econpmic Security has experienced some unavoidable difficulties in
reorganizing, such as the lengthy leadership transition resulting
from the 1978 election. But we are concerned that the department's
rearganization, which should have been largely complete nearly a
year ago, still occupies such a significant portion of the depart-
ment's agenda. No organization, if it wishes to fulfill its mission
successfully and efficiently, should remain in a state of organiza-
tional flux for more than two years.

The department has made progress in recent months. We
urge the department to rededicate itself to its remaining agenda for
change so that its full energies can be applied to serving the
public.
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APPENDIX A

DEPARTMENT OF ECONOMIC SECURITY
COLOCATION STATUS OF LEASED FIELD OFFICES
JANUARY 1980

City

Albert Lea
Alexandria
Anoka
Austin
Bemidji
Bloomington
Brainerd
Buffalo
Brooklyn Center
Burnsville
Cambridge
Cloquet
Coon Rapids
Crookston
Crystal
Duiuth

East Grand Forks
Ely
Fairmont
Faribault
Fergus Falls
Forest Lake
Fridley
Grand Rapids
Hastings
Hibbing
Hollendale
Hopkins
Hutchinson
International Falls
Litchfield
Little Falls
Mahtomedi
Mankato
Maplewood
Marshall
Minneapolis
Montevideo
Moorhead
Mora

New Ulm
Owatonna
Plymouth
Princeton

JS/Ul

VR _CETA

Colocation Status

T N N L N N L S S R o e e O N e R WU W WU W UL WU, Q. ¥

- T~ T W LS P e Y

1

99

Possible

Colocated

Colocated

Possible

In Process

Colocated
Possible

Colocated (10/1/79)

Possible

Colocated
Possible

Possible

Colocated (not DVR)

Colocated (not CETA)

Colocation (1)
Passible
Colocated

Possible
Colocated (10/1/79)

Colocated



APPENDIX A (continued)

DEPARTMENT OF ECONOMIC SECURITY
COLOCATION STATUS OF LEASED FIELD OFFICES

City

Red Wing
Rochester
Rosemont
Roseville

St. Ciloud

St. Paul

St. Peter
Shakopee

South St. Paul
Stillwater
Staples

Thief River Falls
Virginia

Waseca

Wadena

White Bear Lake
Willmar

Winona
Waorthington

JS/Ul
VR
CETA

in o

JANUARY 1980

Leased
JS/UI VR CETA

Colocation Status

1 1
1 1 1
1
1
1 1 1
7 3

1
1
1
1
1
1 1 1
1 1
1
1 1
1
1 1 1
1 1 1
1 1 1

100

Possible
Possible

Passible
Colocation (1)

In Process
Possible

Colocated
Passible

Colocated
Possible

Job Service/Unemployment Insurance
Vocational Rehabilitation
Comprehensive Education and Training Program



APPENDIX B

LAWS of MINNESOTA for 1977 Ch. 430

Subd. 2. The remaining sections are effective upon appointment of the
commissioner, provided that former departments, or agencies shall continue to exercise

economic security is ready to commence operation. A joint conference of three house
governmental operations committee members appointed by the speaker and three senate

on or before January 1, 1978. The report shall clearly define all existing operating
conditions and specific improvement objectives in terms of guantative, gualitative and
time factors. It shall further set forth a reorzanization plan utilizing the L.E.A.P. report

(a) Budget ficures from each department affected identifving the cost of
administration versus funds directly expended towards client services. :

(b) An inventory of each department to determine:
(1) Total floor space utilized, categorized by;

(ii) Specific location and number of square feet.

(i) Specific assigned locations per each employee, identified by code, assigned to
the department.

(c) ldentification, by department. of the average lapse time clients experience from

referred or discharged.

(d) Identification of the average time it currently takes each department to enable

{e) ldentification, by department, of the ratio of the total number of clients

annually served by the department as compared to the total staffing of the department
and the department’s annual budeet.

() Develop a procedure for consumer input into the department. The
commissioner of economic security shall submit similar formated progress reports to the
house and senate governmental gperations committees each January | thereafter.

permit the progress reports to identify and compare the operating effectiveness before and
after reorganization.

The report shall clearly identify each pre-reorganization element, with
comparison to the current budget and activity survev. In addition, each cost an
functional item listed must identify the commissioner’s goal for the item, together with t
time expected to achieve the goal,

. (o

=
n

l

Approved June 2, 1977,
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LIST OF PROJECT DOCUMENTS

The following documents constitute the work products of
our study of the Minnesota Department of Economic Security. They
are available to the public and can be obtained from the Program
Evaluation Division, Office of the Legislative Auditor, 122 Veterans
Service Building, Saint Paul, Minnesota, 55155, 612/296-8315.

1. A Report on the Minnesota Department of Economic Security by
Roger Brooks and Marie Scheer (May 14, 1979).

2. Evaluation Report on the Minnesota Department of Economic
Security by Roger Brooks and Marie Scheer (March 31, 1980).

3. State Human Services Reorganization: Comparing the Minnesota
Experience by Marie Scheer (March 31, 1980).

4. Staff Morale and Attitudes Toward Reorganization: A Survey
of Employees of the Department of Economic Security by Roger
Brooks (February 29, 1980).

5. Colocation of Field Offices by WMarie Scheer (March 31, 1980).
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STUDIES OF THE PROGRAM EVALUATION DIVISION

Final reports and staff papers from the following studies

can be obtained from the Program Evaluation Division, 122 Veterans
Service Building, Saint Paul, Minnesota, 55155, 612/296-8315.

g s~ W N

10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.

21.

Regulation and Control of Human Service Facilities, February
1977.

Minnesota Housing Finance Agency, April 1977.
Federal Aids Coordination, September 1977.
Unemployment Compensation, February 1978.

State Board of Investment: Investment Performance, February
1978.

Department of Revenue: Assessment/Sales Ratio Studies,
February 1978.

Department of Personnel, August 1978.
State Sponsored Chemical Dependency Programs, February 1979.

Minnesota's Agricultural Commodity Promotion Councils, March
1979.

Liquor Control, April 1979.

Department of Public Service, April 1979.

Department of Economic Security (Preliminary Report), May 1979.
Nursing Home Rates, May 1979.

Department of Personnel (Follow-up Study), June 1979.

Board of Electricity, January 1980,

Twin Cities Metropolitan Transit Commission, March 1980.
Information Services Bureau, March 1980.

Department of Economic Security, March 1980.

State Bicycle Registration Program, in progress.

Department of Revenue Income Tax Auditing Policies and Proced-
ures, in progress.

State Architect's Office, in progress.
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