GRADING THE STATES

Strength @ Mid-level Weakness

Auditors haven’t issued Rhode Island’s fi-
nancial reports a clean bill of health in more
than 30 years. You don'tneed a formal audit,
however, toknow that the state’s finances are
in shaky condition. Long-standing fiscal prob-
lems persist, and the situation seems to be get-
ting worse—or at least that’s what Rhode Is-
land’s bond ratings suggest. Dependence on
one-time revenues to balance ongoing ex-
penditures has led one official in the budget
office tolament that the budget requires “solv-
ingina painful way every year and then com-
ing back and doing it all over again.”
Alast-minute securitization of tobacco-set-
tlement funds plugged $124 million into the
budget hole for fiscal 2008. But 2009 now
looks to be about $380 million light; that’s ap-
proximately 12 percent of state revenues.
Rhode Island is accustomed to trimming—a

Consolidation of
building management
is a bright spot, but
inadequate funding
stifles upkeep.

Fiscal Fitness initiative has cut $2775 million
sinceits 2004 inception—but the state may fi-
nally have reached the realization that whole-
sale restructuring is in order. It is hard to
imagine where more areas could be found to
cut. The Department of Children, Youth and
Families haslostthree human resources man-
agement positions without replacing them.
Thereis one maintenance worker for every 75
state bridges, which Namvar Moghadam, the
administrator for highway and bridge main-
tenance, admits “isn’ta whole lot.”

Atthe same time, there areissues over the
use of contract workers to keep staffing lev-
els down. An $11 million-a-year no-bid con-
tract for temporary staff services created a
battle in the legislature in 2007 and high-
lighted just how difficult workforce choices
will be in heavily unionized Rhode Island. In
this case, the state paid a salary premium of
more than 22 percent to a staffing company
rather than take on full-time employees with
expensive health benefits and pensions.

Moreover, without state or agency strate-
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gic plans—much less workforce planning—
itwill be difficult to link personnel reductions
to management goals. In order to set things
right, the state will need better human-capi-
tal planning than it currently has.

The state has performance measures
but they do not drive budgeting or manage-
ment decisions. Technology should be help-
ing the state get a handle on expenditures
but it usually doesn’t. Rhode Island tried to
create an integrated financial information
system in 2002. Because of a lack of re-
sources, however, it was never fully imple-
mented. Several modules of a new enter-
prise system were launched in 20006, giving
managers a better handle on financial data.
Butuntil the personnel and payroll modules
come on line, the state still will need to pe-
riodically reconcile files from the old main-
frame—a chore that in some cases requires
one office tofill out a form using a typewriter
and send it to another office for entry.

One bright spot in Rhode Island has
been the consolidation of building man-
agement. Agencies dedicated to capital proj-
ects and facilities management now coordi-
nate buildings statewide, aleap forward ina
state that until recently didn’t even have a
complete inventory of fixed assets. Unfor-
tunately, inadequate funding stifles neces-
sary upkeep; most facilities are well past
their life expectancy by the time the state
comes up with money for repairs or re-
placement. The same holds true for trans-
portation infrastructure: One-fifth of Rhode
Island’s National Highway System bridges
are structurally deficient, by far the highest
proportion in the nation.

Amid all its cuts, the state has added at
least one important position, filling the di-
rectorship of the new Department of Rev-
enue—a long-overdue position in a high-tax
state with numerous tax expenditures. An
Office of Tax Research and Analysis, now
housed within the Department of Revenue,
had been created in 2005, but hasn’t been
fully utilized until now—a situation em-
blematic of Rhode Island’s all-too-frequent
hand-to-mouth approach to the future.

For additional data and analysis, go to
pewcenteronthestates.org/gpp
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Population (rank): 1,067,610 (43)

Average per capita income (rank):
$25,937 (17)

Total state spending (rank):
$6,955,860,000 (42)

Spending per capita (rank):
$6,515 (8)

Governor: Don Carcieri (R)

First elected: 11/2002

Senate: 38 members: 33D,5R
Term Limits: None

House: 75 members: 61D, 13 R,
1Vacant

Term Limits: None



