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Need for better budget

information is critical...now

* States are facing incredible fiscal pressures —
national budget gaps of $527 billion since start
of Great Recession

* State revenues are starting to grow, but costs
are growing much faster; over $30 billion in
gaps already estimated for next fiscal year

* States will suffer major cuts in federal funding
under any deficit reduction scenario

* Critical need for better way to triage spending
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The challenge

* Legislatures typically have very limited
information on programs in the appropriations
base, what they are accomplishing, and how
they compare

° Budgets are often incremental

— Assumes all current programs are working
and state will have about same amount of
money in future
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Performance budgeting can help

* Performance budgeting helps but is challenging
to implement

— Provides useful information on program
accomplishments

—But it can be hard to use measures to
compare programs

* Cost-benefit analysis can help by assessing
using a common metric that guides business
decisions — return on investment
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Results First

* Employs a cutting-edge cost-benefit
analysis model that analyzes key state
policy areas

* Enables states to analyze a wide range of
policy choices and identify those that can
maximize outcomes AND reduce costs

* Model can assess individual programs
and portfolios of related policies
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Approach in a nutshell

1. Aggregate best national research to identify
evidence-based programs that are effective

2. Estimate these programs’ impact if implemented
in Vermont, based on the state’s population
characteristics

3. Use Vermont fiscal data to estimate total costs
and benefits for each program

Result - Predicted state return on investment for
each program
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Road Map: Overview of Benefit-Cost Model

1. Compute 2. Compute 3. Apply 4. Compute
Effect Sizes Unit Changes Monetary Valuation (to Benefit-Cost
(from 2 literatures) (from “Base” Info) Unit Changes) Statistics

ions: Example: Additional Information
Program Evaluations: P Direct Monetization of
What Works? Obtain “base” crime Benefits, Example: 1.Cost of program
Method: probability for this ’ ' 2.Discount rates
Meta-analytic reviews population Effect of crime unit change 3.Dead-weight costs
C t it ch : on: 4.Tax rates
. ompute unit change in : - 5.Inflation index
Does £ EXE’;‘)PIei o erime probability: 1.Cr!m.e vnc'tlm.costs .
O€3 FUBCEional Falmily (via Dcox and RR) 2.Criminal justice system Convert all nominal dollars
Perform “trumping.”
- Arrange cash flows from
FFIC‘;;‘;”ATe' PV S investment year.
ES & SE * Compute:

1.Net Present Value,
2.Benefit-Cost Ratio

FFT on HSGrad:
= crimel X HSGradA

indirect Monetization

Linkages Between Two ZELE 3.Internal Rate of Return
Outcomes Crime on HSGrad: Effect of change in HSGrad
(HSGradA) probability: P_erform Mf)nte Carlo
Method: e Simulation:
) . 1.Lifetime labor market .
Meta-analytic reviews earnings 1.Vary all inputs randomly, run
Example: N the model many times

Compute unit change in 2.Compute risk: the odds that

HSGrad probability: an investment will not break-
(via Dcox and RR) even.
Obtain “base” HSGrad PVS .

probability for this
NPV S or IRR

Does juvenile crime cause
reduced high school
graduation rates?

A

ES & SE

population




Example: Functional Family Therapy
(Washington State - 2010 Dollars)

Benefits Per Family (PV) Main Source of Benefits
Reduced crime $31,745 Lower C) & victim costs
Increased high school graduation S5,686 Increased earnings
Reduced health care costs $307 Lower public costs

Total Benefits Per Family $37,739

Cost Per Family (PV) $3,190

Net Present Value »34,549

$11.86

Benefits Per Dollar of Cost

Addendum (distribution of benefits)

$3,599 Benefits to participant

$8,336 = Benefits to taxpayers
$21,636 = Benefits to others (crime victims)
S4,167 = Other benefits



Example: Nurse Family Partnership

(Washington State data and 2010 dollars)

Benefits Per Family

Main Source of Benefits

Reduced child abuse and neglect $1,031 Lower state / victim costs
Educational gains 519,590 Increased earnings
Reduced crime $5,580 Lower state / victim costs
Health care & mental health $5,246 Increased earnings
Public Assistance $637 Reduced payments
Increased K-12 costs -51,820 Special ed & grade rep.
Reduced substance abuse S61 Earnings, health care $

Total Benefits Per Family S30,325

Cost Per Family 59,421

Benefits Per Dollar of Cost S3.23
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Can then rank programs in a
“Consumer Reports” lists

Exhibit 4

Reducing Crime With Evidence-Based Options: What Works, and Beneﬂts & Costs

Washinglon State Ina
o as of Oclober,

Prograns lor Pecphs ) the Al Offender Sywtem
Voulonal ‘educabon n prison

General n prison
nvive-behavioral mmpy n prsson or oommml'y
Orug freatment = community
Correctional ndustnes in prison
Drug troatment m pnson
Aduit drug coun:

mployrmm nm: 10D traung n the

lectronsc monitoning to offset jai bme

Sex offender irsatment in pnson with atiercare
Intensive supervision. survediance-ongntod programs
‘Washington's Dangerously Mentaity it Offendar program
Drug treatment in jad
Adult boot camps

415,116
$2,656

$0
SUC ‘educatorvcogrtive-behavioral treatment { $0
Jad devarsion for mentatly & oftenders

0% {11 $0 $0 we ne
Lite Shulls education pmglams for adutts 0% (4] $0 0 ne ne
P (| neanile DI tom
sional Treatment Fusuu Care (v mmnv group care) -22.0% (3) $51.828 $32,915 $6,945 $77.708
Adolescant Diversion P (lor tower nsk offenders) -19.9% (6} $24.328 $18,208 $.913 $40,023
Farmy integrated Transitions -13.0% (l) $30,708 $19,502 $9,685 840,
Funceonal Famity Therapy on probation 15.9% $19,529 $14,817 $2,326 331,821
Mutasystemc Therapy -10.5% (!u) $12,856 9. $4,264 $10.213
onmssbn Replacement Trasmwng -1.3% (49) 897 $6,859 $897 514,600
Teen cout SLI% (5) $5,807 $4,238 $936 50,208
Juvervle bool camp to offset msmmon e 0% (14) $0 $0 -$8,077 $8,077
Sex offender ral treatment ~10.2% (5) 332,515 $8,377 $33,064 87,820
Rgstorative justce for lcm—nsk oftenders 8.7% (21) $4,628 $3,320 $880 57,087
Intaragency coorunalon programs -2.5% (15) X $2,308 $205 85,188
dnsg cou 5% (15) $4,232 $3,167 $2,777 84,077
Regutar su:veilanm-oncnm parole (v. no paroie supervision) 0% (2) $0 $0 $1.201 -$1,201
Juverule intensive pfnbl\loﬂ supervision programs. 0% (3) $0 $0 $1,588 -$1,808
wiideme: ienge 0% (9) $0 $0 $3.085 -$3,085
Juvendo mnm pavole supemsion 0% (10) $0 $0 $6.460 -50,460
Scared Straight +8.8% (10) -$8,355 -$6,263 $58 -s14,667
Counsebng/osychotharapy fof juvende oftenders 18.9% (8) $23,128 $17,309 ne e
Juvenila education programs. -17.5% (3) $41,181 $26,153 nle
Othor tamdy-basad therapy programs -12.2% (12) $15,008 $11.2n ne ne
Team Cheic -10.9% (2) $5,759 $4,121 ne ne
Juvende behawor modification |82% (4) $19.271 $12,238 we ne
Lite skills educabon programs for juvenile ofifenders 27% (3) $8,441 $4,091 ne ne
Diversion progs. with sesvices (v. regutar juvenile courty -2.7% (20) $1.441 $1,034 ne ne
Juvensa cogrutive-bohavioral treatment -2.5% (8) $3,123 $2,337 e ne
Court supandsm vs simple release without senvices 0% (8) e e
Diversion programs with sarvices {v. simple release) % M $0 $0 e e
Juvense intensive probation (as altemative to incarceration) o% (5} $0 $0 n'e ne
Guidea Group Interaction % $0

-.!hgumsgn.mmm- ime rediclion sifecis ante
rsa Family Partnership-Mothers

Nurse Family Partnershep-Chédion

Pre-K gducation for low income 3 & 4 year olds
Seatve Soctal Dovelopment Project

High school qmouauon

Guiding Good Choices
Paront-Child Intoraction Thecapy
Program types in need of sidRtion
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Comment
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What Works Best?
What Doesn’t?

What Can Give Taxpayers a Good
Return on Their Money?

Given the Current Level of
Rigorous Research, What
Don’t We Know?




Example Criminal Justice Program Ranking PEV\

HE STATES

Based on Washington State data Benefits less costs,

Change In per-person, life cycle

Adult Offenders Crime

Supervision with treatment -18% $15,079
Prison Education -8% $13,555
Cognitive-Behavioral Treatment -7% $12,037
Drug Treatment in Prison -6% $9,588
Adult Drug Courts -9% $6,264
Supervision only -2% -$2,174
Juvenile Offenders

Functional Family Therapy -18% $32,021
Multi-Systemic Therapy -13% $18,120
Aggression Replacement -9% $15,257
Family Transitions -10% $29,721
Therapeutic Foster Care -18% $64,486
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Policy areas in model

° Criminal Justice
*K-12 Education

* Child Welfare
*Substance Abuse
* Mental Health

* Public Assistance
°*Housing

*Teen Birth
Prevention

* Public Health




Model successfully used in

Washington State

* Developed by Washington State Institute for
Public Policy

* Washington has used models for many years to
help achieve better outcomes at lower costs in
many policy areas

— Example - criminal justice: Washington State
has avoided $1.3 billion per biennium AND
achieved a lower crime rate
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Keeping Track of Results: Juvenile Arrest Rates
Change since 1990 in the United States and in Washington (WA) State
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Pew’s Results First initiative

* Provides model to state
* Trains staff in the approach

* Provides technical assistance in getting the
model up and running

* Helps interpret results for policy makers

* Compiles and shares lessons learned with
other participating states

* Periodically updates models

www.pewcentero nthestates.com




For more information

Pewcenteronthestates.org - Results First

Gary VanLandingham

Director, Results First
202.540.6207

gvanlandingham@pewtrusts.org
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