Management
Issues
Partl
Chapter 1
Chapter 2
Chapter 3
Chapter4
Chapter 5

Introduction
Savings
Energy Conservation
Administration of Benefits
Finance Techniques
Telecommunications
Procurement Practices

u
Ii

!

!'I

1,,

1,r

l"

I"t,

ti

1,1

)t
1,1

l:1,
r

111

Partll
�

Cha ter 6
Ch�pter 7

Partill
Chapter8
Chapter9
Chapter 10
Chapter 11
Chapter 12
Chapter 13

Revenues
Revenue Enforcement and Com Hance
REVENUE INCREASES

Administration
Payment Processes
Customer Services
Municipal Services
Human Resources Management
Equality of Opportunity
Employee Benefits

I•
II

:i

:i

,�
!,i

:r.

futroduction
To the Citizens of the Commonwealth:
In many ways, the Massachusetts economic success story is a national model. One
important part of this story deserves more attention: the improved management
of our state government.
Over the past three years, all state managers, under the Governor 's leadership, have
made a determined effort to use the state's resources wisely and carefully, to deliver
services more efficiently, and to pursue new and innovative ways to meet public
needs. As a result, we have saved money, improved services, and increased pro
ductivity. Because of these efforts, we have generated more than $3 50 million in
additional resources-through savings and the more aggressive collection of
federal reimbursements-which have made it possible for us to provide both better
services and tax relief. For example:
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• By making the most of the opportunity presented by the deregulated
telephone industry, Massachusetts has both gained better telephone service
and saved more than $3 million annually;
• By remembering the lessons of the energy crises of the 1970s and planning
more energy efficient operations, the state has saved more than $7.6 million
annually;
• By increasing the number of businesses bidding on state jobs and acting as a
more attractive client for contractors to do business with, the state created a
more competitive purchasing environment and saved more than $26 million
since 1983; and
• By demonstrating that services the state provides to human service clients are
eligible for federal reimbursements, the state has increased revenues by nearly
$170 million since 1983.
These are only a few of the Massachusetts managerial successes that are part of our
larger effort to create opportunity for every citizen in the Commonwealth. We in
state government are proud of these efforts; they are an important yardstick of how
well we are doing the job of delivering quality, cost-effective services.
There is clearly more that can be done. We will continue to be challenged by the
scale and complexity of Massachusetts state government, an enterprise that in
cludes over 200 agencies that spend over $9 billion annually in the delivery of
public services ranging from day care for children and home care for the elderly
ii

to the enforcement of drunk driving laws and the disposal of hazardous wastes.
Despite the work that we still need to do, it is nonetheless valuable to pause and
measure our progress. Therefore, we have prepared this set of reports to document
our success to date and specify where we plan to make further improvements in
the management of state government.
Those who take the time to read these reports will find much useful information,
much to be proud of , and much to praise. For all that remains to be done,
Massachusetts is today at the vanguard of the nation in innovative management.
The men and women who have done such an outstanding job of meeting the day
to-day responsibility of delivering timely, efficient , effective, and compassionate
services deserve the continued encouragement of all the people of Massachusetts.
State government's strides are due to them; the progress that will come in the years
ahead will be the result of their continued efforts. Together we are building a Com
monwealth where there truly is opportunity for all.

Frank T. Keefe, Secretary
Executive Office for
Administration and Finance
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Executive
Summary
More than 20 % of the revenues that the Commonwealth collects are from non
tax sources such as user fees, federal reimbursements, and licenses and charges.
Federal reimbursements for human service programs account for half of these
revenues, and reimbursements for just two programs- Medicaid and Aid to
Families with Dependent Children (AFDC)- account for more than 35% ofall the
nontax revenues that the state collects. In recent years, the state has found several
ways to increase its collection of these revenues. These efforts, summarized here,
have alleviated pressure on tax revenues and made it possible to fund program ex
pansion at no expense to the taxpayers.
Federal Reimbursements: Human service agencies have shown that certain ex
penditures previously unreimbursed by the federal government meet federal
eligibility requirements. As a result, the state receives federal support for services
it had previously provided at its own expense. Since 1984, these efforts have in
creased revenues by nearly $170 million.
Enhanced Collections and Recoveries: The Department of Public Welfare is the
payer of last resort for many human service programs. Other parties, however, such
as insurance companies or estates, are often responsible for covering medical ser
vices or financial relief provided by the Department. Therefore, the Department
has taken action to compel these parties to meet their obligations. These efforts
have yielded revenue increases of more than $21 million since FY 1982.
Facility Fees: State agencies are using state property more efficiently by renting
it during nonbusiness hours. In addition, agencies providing direct services to par
ticular users have improved the enforcement of revenue collection. These efforts
have yielded annual revenue increases of more than $425,000.
Business Registration and Licensing: The Division of Registration, which is
responsible for licensing professionals in several businesses and trades, has
automated its license renewal procedures. The process provides more reliable and
up-to-date records and has restored the Division's credibility with licensees. The
new system has enabled the Division to increase annual revenue collections by
more than $870,000.

Federal
Reimbursements
Executive Office of Human Services (EOHS) agencies provide medical care, income
support, and social services to thousands of low-income residents of the Com
monwealth. The agencies also run the state's mental and public health hospitals.
Because most of the medical and income support programs operate under federal
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Federal Reimbursements

guidelines, the federal government reimburses the state for a portion of its expenditures on these programs. In recent years, as demand for services and expenses
have gone up, these agencies have looked toward increasing federal reimbursements as one way to offset rising costs.

I I

i
I

1!

!I

I. /'I![
,,,,11111
1

11

· ::: 111 ::
,

,,

II 11'
/!1

State Action

11,111

1,,,1 jt

1 1 11111
1

I I 'I'
I 1
11111

11,1111
l11r!ll1

I
,ti
ii! \1111

-- - I

1!'•11

Ill I

I'

'

I;
I

Department of Public Welfare: During FY 1985, the Department of Public
ii
Welfare's Federal Revenue Unit (FRU) increased the proportion of reimbursable state expenditures from 4 7% to 50%. This means for each dollar the
Department spent, the federal government reimbursed 50 cents, or three cents
more than it had at the start of FY 1985. The FY 1986 reimbursement is expected
to reach 51% . These increases have yielded additional reimbursements of roughly
$50 million in revenue which the state otherwise would not have received. The
higher reimbursements are especially significant in view of federal program
changes that have reduced the Federal Financial Participation rate by as much as
,,F
3.56% since 1984.

:-

The FRU achieved the increase by identifying eligible but previously unreimbursed
expenditures. Using special computer programs, it culled out eligible Emergen
cy Assistance expenditures that had been denied by federal reviewers since 1980.
FRU employees demonstrated how the expenditures were, in fact, eligible for reim
bursement , thereby producing $9.5 million in unanticipated revenue and conti
nuing reimbursements worth more than $1 million per year. In addition, two
Department lawyers successfully appealed adverse decisions in cases by disputing
the timeliness of claims; their efforts produced $15 million in unanticipated
revenue.
The FRU also uncovered changes in federal regulations that allow the state to be
reimbursed for certain job search and job training activities by AFDC clients, such
as the Employment and Training (ET) Program. This effort produced $2.5 million
in unanticipated revenue during FY 1985 and an estimated $5 million in FY 1986
funding for the Employment and Training Choices Program.

Department of Mental Health: The Department of Mental Health (DMH)
obtained a special Medicaid waiver, called the Omnibus Waiver, to avoid
a "Catch-22" situation when securing reimbursements. Under the terms of
a consent decree mandating client care in community-based facilities, DMH is in i C
i
the process of reducing the number of clients in state facilities. However, federal
guidelines do not permit reimbursements for care in community-based settings.
During FY 1985, the state petitioned the federal government to secure such reim
bursements and demonstrated that it provides the same quality and level of care

2

in the community settings. Because the care is comparable, the state argued, it
should qualify for comparable federal support. The state received its first reim
bursements during the last quarter of FY 1985.
In addition, DMH established a Client Trust Fund to increase the number
of its clients eligible for Medicaid coverage. Previously, hospitalized DMH
clients eligible for state or federal benefits such as Supplemental Security Income
became ineligible for Medicaid coverage after the other benefits they are receiv
ing accrue to more than $2,000. Because these patients were hospitalized they
were effectively incapable of spending the benefits. However, because their net
worth was more than $2,000, they lost Medicaid coverage and the state lost reim
bursements. The Commonwealth therefore established a trust fund for each client
eligible for these secondary benefits; these benefits accrue to the trust fund instead
of the patient, so the patient can still receive Medicaid coverage. The client trust
fund has increased the percentage of DMH clients eligible for Medicaid from 74%
to 92%.
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Financial Benefits
The following table details the new federal revenues human service agencies have
identified since 1984.
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New Federal Revenues
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FY 1984/
FY 1985
Department of Public Welfare
ET Funding
Emergency Assistance
Legal Appeals
Total
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Department of Mental Health
Omnibus Waiver
Client Trust Fund
Total
Agency Totals
*projected
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$

2.500
9.500
15.000
27.000

-

85.348
85.348
$112.348

FY 1986*
$ 5.000
1.000

TOTAL
$

6.000

7.500
10.500
15.000
33.000

4.531
46.406
50.937
$56.937

4.531
131.754
136.285
$169.285
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Contact
For more information on federal reimbursements, contact Thomas Sellers, Assis
tant Commissioner for Finance, Department of Public Welfare (617)547-0207 or
William Kilmartin, Assistant Commissioner for Fiscal Affairs, Department of Men
tal Health (617)727-9568.
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Enhanced Collections
and Recoveries
1

--

By law the Department of Public Welfare is the payer of last resort for many
medical and income support programs. In cases where other parties are obligated
to reimburse the Department, its Finance Unit tracks them down. Sources for these
revenues are Medicaid providers receiving retroactive rate decreases; casualty in- · 1
surers representing the estates of clients over age 65 who received benefits; clients
receiving retroactive federal Supplemental Security Income benefits after being ·1
fu
maintained by state-funded General Relief; and clients who are making restitution
for welfare fraud. Fraud accounts for only 10% to 15% of collections. Providers
and third-party payers provide the real target for revenue growth.
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The Department has focused on automating operations, identifying un- :
tapped revenue sources, reducing back-logs, and improving productivity. I
This effort has involved considerable interagency cooperation, made easier by
automation.
From FY 1982 to FY 1985, collections nearly doubled, jumping from $19 million
to $36.7 million. They are expected to be as high as $42 million in FY 1986 and
to reach more than $50 million in FY 1987. Monthly retroactive rate recoveries
from Medicaid providers have led the way, increasing five-fold since FY 1983.
These increased recoveries are attributable to new and more timely procedures for
updating provider rates. In FY 1986, deductions from current payments were in- ,i
creased from 10% to 15%, resulting in an additional $1.5 million in revenue.
i
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From FY 1983 to FY 1985, recoveries from insurers and estates have increased by
nearly 200%. To achieve these gains, the Assignme,nt Collection Unit (ACU) ,1;
paralegals eliminated a backlog of old cases, and intake staff increased the number
of new cases. By separating case intake from the settlement and collection process,
the ACU has been able to work both ends of the pipeline without producing a bulge
in the middle. The ACU also targeted higher yield estate case�, where the average
recovery is more than $13,000. By contrast, an accident case yields about $2,300.
'.!

The implementation of new billing systems and the automation of systems
for collecting food stamp overpayments has nearly doubled restitution
of client fraud since 1983. In 1984, the Department's Central Recoupment Unit
(CRU) developed and implemented a billing system that sends clients a monthly
statement, much like a credit card bill. If payment is not received, the client receives
a delinquency notice; ultimately the case may be referred to the Bureau of Special
Investigations or to the courts. The billing system has increased the percentage of
paying cases from 41% in FY 1983 to nearly 50% in FY 1986 and yielded additional collections of more than $2 million.

I
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In August 1985, the CRU implemented an automated collection system for food
stamp overpayments. Previously, some 15,000 cases had been backlogged, and the
federal government mandated development of a new system. Collections have
since increased annually by $480,000, and the federal government now regards
the Massachusetts system as a model for other states.
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Contact
For more information on collections and recoveries, contact Thomas Sellers, Assis
tant Commissioner for Finance, Department of Public Welfare (617)574-0207.

Facility
Fees
When the state provides a service to a particular group, it collects a rental or user
fee to cover its expenses. The state has increased its revenues from these fees
through the more effective collection of existing fees and through lease agreements
with private concerns for the use of state facilities.

State Action
State Transportation Building: The new State Transportation Building in Park
Square, Boston is the first government facility in Massachusetts to include com
mercial retail space. CityPlace, the building's first floor retail center, houses a variety of restaurants, convenience stores, banks, and other services.
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The Division of Capital Planning and Operations (DCPO) is the landlord of the
Transportation Building. DCPO and the independent building management
organization responsible for the daily management of the facilit y have
made an agreement with a private developer to manage the development
and leasing of the Cit yPlace space. Under the terms of the agreement, the
developer guarantees the state minimum revenues of$50,000 during the
first five years of Cit yPlace's operation, $100,000 each year thereafter,
and a portion of the developer 's profits. The state expects its income to ex
ceed these minimum payments as developer's profits grow. DCPO estimates
revenues will grow from $175,000 in FY 1986 to $1 million by FY 1996.
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State Parking Facilities: DCPO operates two parking facilities near state office
buildings for state employees' use during regular office hours. While the lots are
usually filled during business hours, they are empty on evenings and weekends.
DCPO decided to operate the facilities on evenings and weekends; it
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competitively selected a private operator to manage the New Chardon
Street Parking Lot in Boston and chose the Springfield Parking Authority
to manage the Springfield State Office Building Parking Lot. The state will
receive annual revenues of at least $66,700 from these lease arrangements. These
revenues may increase if the lot operators' profits exceed minimum expectations.

Recreational Facilities: In recent years, the Metropolitan District Commission, �U
(MDC) has taken actions to increase its revenue collections and ensure that facility
patrons pay for the services they use. In FY 1984, to reduce the incidence of
delinquent payments, the MDC implemented a prepayment system for the
use of its ice skating rinks. U oder the new system, the district office processes
payments before the rental date. It then notifies individual rinks of scheduled
usage. Rink rental revenues have increased by more than $117,000, or 13% , since
the system began. In FY 1985, revenues from rink rentals totaled more than $1
million; these revenues came to $880,000 in FY 1983.
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Furthermore, the MDC has increased revenues by improving the securi
ty and maintenance of its golf courses. To ensure that only fee-paying
customers used the courses, the MDC increased spot-checking done by course
rangers and issued new membership cards and corresponding bag tags. The follow
ing table shows the results.

Fu

Golf Course Revenues
Income
Annual Increase

1983
Season
$478,395

1984
Season
$507,497
$ 29,102
6.1%

1985
Season
$574,803 j
$ 67,306 1
13.3%

1

Contact
-------------------------------Co
For more information on the Transportation Building and parking facilities, contact
Linda Whitlock, Director, Office of Real Property, DCPO (617)727-0407. For more
information on Recreational facilities, contact Michael Byrne, Executive Assistant,
Metropolitan District Commission (617)727-5114.
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Registration and
Licensing
The Division of Registration presides over 28 boards that license more than
535,000 professionals, including real estate agents, funeral directors, plumbers,
and electricians. During the past two years, the Division has automated its licen
sing activities to ensure the timely issue and renewal of all professionals' licenses
and improve the Division's collection of licensing fees.

tateAction
The Division's activities require extensive record keeping. Yet as recently as 1984
it had only eight computer terminals shared by 128 employees for data retrieval
work. In 1985, the Division purchased and installed a new computer
system with expanded data storage and analysis capacity. It also purchas
ed 14 additional terminals.
The new equipment has enabled the Division to develop a license renewal produc
tion schedule that automates each professional board's licensing process. During
the course of a year, the automated system issues license renewal notices and
automatically delivers expiration notices to licensees who fail to renew within a
specified period. In addition, the system identifies inactive licenses and holds
license renewals if the licensee is delinquent in tax payments or if a consumer com
plaint is being resolved.

8'inancial Benefits
The Division's ability to update and maintain its data-base and to produce and mail
renewal applications reliably has raised its credibility with licensees. In turn, they
have good reason to renew and pay for their licenses on time because if they allow
their licenses to lapse, the Division can suspend them. This improved effectiveness
has encouraged the timely renewal of licenses and yielded a revenue increase of
more than $870,000 in 1985.

Contact
For more information on registration and licensing, contact James F. French, Direc
tor, Division of Registration (617)727-3074.
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