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Baumol's cost disease is used to describe the lack of 
growth in productivity in public services.

This lack of growth occurs because productivity gains 
come from a better capital technology which 
governments are slow to adopt. 

The Baumol 
Effect 

The Baumol 
Effect

Presenter�
Presentation Notes�
The Baumol Effect is a phenomenon described by William J. Baumol and William G. Bowen in the 1960s.

It is a theory that compares a rise of salaries in jobs that have experienced no increase in labor productivity in response to rising salaries, to other jobs which did experience such labor productivity growth. The rise of wages in jobs without productivity gains is caused by the necessity to compete for employees with jobs that did experience productivity gains.

Since many public administration activities are heavily labor-intensive there is little growth in productivity over time. As a result, growth in the GDP will generate little more resources to be spent in public sector.  Public sector productivity is more dependent on taxation level than growth in the GDP.


�
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This borne out when we look at the impact of information in 
driving better decision-making and better outcomes

1 in 3
Business leaders frequently make 
decisions based on information 
they don’t trust, or don’t have

1 in 2
Business leaders say they don’t 
have access to the information 
they need to do their jobs

Predict and prepare for the future 
by evaluating trade-offs proactively

15X

Industry Top performers
Industry Under performers

Top Performers 
Demonstrate Expertise

Source: IBM: Break Away with Business Analytics and Optimization Study 

Presenter�
Presentation Notes�
When we went out and met face to face with over 2,300 CIOs around the world – the largest such study every undertaken, we heard back time and time again that business analytics was the top priority for CIOs in enabling their organizations to differentiate themselves from their competitors. This hold true for governments as well. In recent surveys of CEOs, CIOs and CFOs, all listed managing business performance as the number one priority for governments.

From a study conducted early this year:
 
More than one-third of business leaders frequently make major decisions with information they don’t trust.
 
And one-half of business leaders say they don’t have access to sufficient information to do their jobs.
 
Every week, the average information worker spends 14.5 hours reading & answering e-mail, 13.3 hours creating documents,  9.6 hours searching for information, 9.5 hours analyzing information 

This means that for every 1,000 knowledge workers, $5.7 million is lost annually in time wasted reformatting information between applications.
Not finding the right information costs an additional $5.3 million per year 

But they are also presenting opportunities…


Another more recent study highlights strong differences between the top-performing organizations and those who aren’t keeping up with their peers.
 
Top performers were 15 times more likely to excel at predicting the future… evaluating the consequences and trade-offs of their actions
�
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“[Organizations] that adopted “data-driven decision making” 
achieved productivity that was 5 to 6 percent higher than 
could be explained by other factors, including how much the companies 
invested in technology.”

Erik Brynjolfsson, economist, Sloan School of Management,
Massachusetts Institute of Technology, 

Presenter�
Presentation Notes�
It is essential that Government leaders employ the strategies and objectives behind performance management to manage their day-to-day activities and ensure they are delivering the highest quality service to citizens at the highest value. 

Even before the current economic crisis thrust governments around the world into chaos, government leaders struggled with an enormous amount of data that often time was not decision quality information. Today, performance management through data-driven decision-making is even more critical.�
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That means looking at the factors that drive 
performance and productivity…

…and bringing them together for a full picture of 
performance and productivity.

Presenter�
Presentation Notes�
We achieve this deeper insight by ensuring that we look at the three critical areas that impact all government agencies: mission goals, financial objectives and operational requirements. Each of these three areas impact how a government as a whole or an agency, department and workgroup within government measures their performance.

Every government and each agency, department and workgroup within that government has specific mission goals that they achieve. That could be better delivery of social benefits, repairing roadways, preparing for the nation’s defence or ensuring that government workers are paid on time. Every mission comes with specific financial objectives and operational requirements to help achieve that mission, that taken together give government leaders the deep insight they need to become smarter.�
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Data-driven decision-making, improved productivity and 
better outcomes begins with analytics

How are we doing?How are we doing? Why?Why? What should we 
be doing? 

What should we 
be doing?

Presenter�
Presentation Notes�
In these analytics driven organizations, like all organizations everyone across the organizations is looking for ways to optimize their performance at the individual, team and organizational level. The people in these roles are faced with 4 common questions no matter what their role.

What is happening?
Why are we off track?
What is likely to happen?
What should we do next?

The analytics driven organizations have the insight to quickly and accurately answer these questions and lead to smarter decision-making, better outcomes and Smarter Government.

�
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Analytics drives smarter decision-making, improved 
productivity and better outcomes through

• A holistic view of programs, 
budgets and costs

• Forecasting and predicting 
trends

• Managing and reducing risk
• Improving operational 

efficiency and productivity
• Increasing transparency 

and accountability

Presenter�
Presentation Notes�
Taken together, these three imperatives deliver comprehensive performance management capabilities to government that enables a seamless, integrated exchange of decision-quality information between all levels of government.

One Complete View – Analytics gives governments the ability to have one, complete view of all activities, programs and budgets, to show how those programs and budgets are linked together. IBM Cognos delivers this complete view by giving all government agencies and departments the ability to measure and monitor their activities, the ability to drill down and analyze trends to identify risks and root causes, and the ability to make the right decisions to modify programs, re-deploy resources and re-allocate funds. 

Manage & Reduce Risk – By offering one, complete view of information and activities, Analytics helps governments effectively manage and reduce risk by eliminating uncertainty in data and information, by ensuring that all stakeholders see one version of the information and the truth, by effectively complying with public policy requirements, and by demonstrating transparent processes and good governance.

Improve Operational Efficiency – Analytics helps to improve the operational efficiency of government by aligning the strategic goals of the programs to the desired outcomes and ensuring that programs, budgets and requests for funds align with those strategic goals.  By ensuring this alignment, IBM Cognos can assist in redeploying resources to meet objectives over time, in increasing the predictability of program outcomes through deeper analysis, in helping to avoid surprises, and in increasing accountability in all government activities. 

Ensure transparency in Government – Analytics helps governments achieve the highest level of transparency and clarity in all programs and budgets by eliminating silos of information on programs and budgets, opening up information to all stakeholders.
�
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Mission Performance

• Tying the long-term goals to strategy at 
the government-level down to the 
workgroup level

• Translating goals to specific objectives to 
ensure the best outcomes

• Tying long-term goals to specific 
programs and program outcomes

Presenter�
Presentation Notes�
Managing the mission of government is a key imperative. The mission of a government and the agencies and departments that are part of that government sets the stage for how government leaders determine their strategies and objectives, how they fund those objectives and how they measure whether or not the activities executed by the government have been successful. Managing the mission of government is critical as it sets the public direction of the political leadership of government and determines the kinds of services delivered. IBM Business Analytics helps government leaders helps government leaders tie programs and objectives to strategy and ensure they are delivering against their promised political agenda.

The Canadian Food Inspection Agency’s primary mission is to minimize and manage public health risks associated with the food supply and transmission of animal disease to humans. The IBM Business Analytics BI system enables more in-depth analysis of operations and increased insight into mission-critical data, through continuous access to key data; rich integration with multiple data sources; flexibility in slicing and dicing information for analysis; and quick and easy access to a variety reports.�
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Clark County Department of Family Services 
Increased visibility and productivity of targeted case management activities

• Identified new federal revenue sources 
- $10 million to date

• Decreased reporting time, freeing up 
social workers for critical tasks

• Helped to monitor case worker 
compliance with state policies

• Identified bottlenecks and improved 
business processes, improving 
productivity

Presenter�
Presentation Notes�
Clark County Family Services Department is the local public agency whose role is to help keep children safe, as required by the federal Adoption and Safe Families Act. The department runs numerous services – from child protective services to foster care services to adoption services – all of which require a large amount of data input and access via a case management system. Executive management, Business Intelligence analysts and child welfare staff all use the system frequently to run ad hoc and daily reports. �
The Department implemented a BI solution from IBM Cognos that not only streamlines reporting, but also help Clark County’s Family Services Department comply with new state regulations. Today, IBM Cognos BI works with the statewide system to improve the department’s reporting process, benchmark new services and measure business performance and productivity.�
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• Executing specific programs to attain the 
long-term strategic goals

• Linking programs to resources such as 
budgets, headcount and other resources

• Improving the efficiency of program 
execution for maximum outcomes

Operational Performance

Presenter�
Presentation Notes�
Managing the day-to-day operations of government is critical. Knowing how to execute against the mission to achieve the highest level of services to citizens and doing it on budget is critical. IBM Cognos helps government leaders achieve the highest level of operational efficiency by ensuring government decision-makes, programs managers and service delivery organizations have the most complete view of the status of key performance indicators, goals, objectives and budgets and can confidently execute their programs.

With IBM Business Analytics solutions, the Edmonton Police Service can make more informed decisions, improving performance, accountability and strategy leading to increased accountability; increased effectiveness and efficiency; strategic and tactical reporting that supports decision making and problem solving; greater insight into response time issues and other performance indicators; and improved communication with the public.�
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U.S. Coast Guard 
Real-time supply chain management for improved operational efficiency

• One cohesive data system for supply 
chain and logistics management

• $500,000 saved in the first year due to 
improved visibility into the status of part 
orders

• Better maintenance productivity 
through intelligent parts management

Presenter�
Presentation Notes�
The U.S. Coast Guard Asset Logistic Management Information System (ALMIS) was burdened with two legacy systems that didn’t communicate with each other. Because the legacy systems offered limited functionality, users constantly resorted to their help desk and IT support to develop required custom reports. This was extremely labor intensive and led to unnecessary delays. ��Another critical problem area was the inability to track the precise location of parts in the supply chain through the ALMIS system. If a part was needed quickly and hadn’t arrived, fleet wide authorized maintenance personnel would re-order the item on a high-priority basis because there was no way of knowing where the part was in the supply chain. Ultimately, ALC ended up paying more for unnecessary parts that would sit in a warehouse, tying up valuable space and resources. 

The Coast Guard Asset Logistics Management Information System (ALMIS) has migrated more than 300 reports and 60 cubes to their IBM Cognos Business Intelligence system. This has enhanced the users ability to produce financial reports, as well as manage procurement, contractors, aviation and naval stations and depot supplies. It also improves the data driven management of operations for aviation and naval asset maintenance.�
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Linking budgets, expenses revenues together to 
programs

Delivering against budget goals and financial 
objectives

Tying budgets to specific programs and 
program outcomes

Financial Performance

Presenter�
Presentation Notes�
Managing the mission of government is a key imperative. The mission of a government and the agencies and departments that are part of that government sets the stage for how government leaders determine their strategies and objectives, how they fund those objectives and how they measure whether or not the activities executed by the government have been successful. Managing the mission of government is critical as it sets the public direction of the political leadership of government and determines the kinds of services delivered. IBM Business Analytics helps government leaders helps government leaders tie programs and objectives to strategy and ensure they are delivering against their promised political agenda.

The IBM Business Analytics solution helps the City of Coquitlam within the budgeting cycle — labor planning and fleet maintenance costs, with the City’s labor planning module by calculating head count, benefit costs, and total labor costs and to run all of its financial and operational reports.�
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U.S. Department of Justice 
Real-time financial management facilitates smarter government spending

• Available funding is quickly identified, 
analyzed and directed toward time- 
sensitive initiatives

• Real-time, centralized financial 
management oversight, for more accurate 
and timely responses to Congressional and 
White House requests 

• Tailored reports on specific spending items 
for instantaneous access to information, 
which improves decision making

Presenter�
Presentation Notes�
The US Department of Justice’s lack of central visibility into its financials makes it difficult to find and allocate funds for critical needs. For instance, in 2005, it took almost two months to identify available funding needed to support Hurricane Katrina–related initiatives. 

The Unified Financial Management System (UFMS), implemented by IBM Global Business Services with IBM Cognos 8 Business Intelligence and IBM Cognos TM1 and is the core standard financial and acquisitions solution for the USDOJ. IBM is helping USDOJ components build upon the UFMS core to develop component-specific workflows, reports, interfaces, processes and reference data to meet their governance needs. As part of the UFMS solution suite, the UFMS dashboard provides near-real-time data and analytics and at-a-glance information to department managers. �
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IBM Business Analytics delivers 
actionable insights for 

decision makers at all levels of your organization, 
enabling them to optimize performance

Presenter�
Presentation Notes�
Thousands of public sector organizations worldwide rely on IBM Business Analytics software and services to deliver smarter government. Business intelligence software lets you consolidate, track, analyze and report on all relevant data. Financial performance and strategy management software provides planning, budgeting and consolidation for linking strategy to dynamic plans and targets. Advanced analytics software gives you the insight you need to predict trends and respond at the point of impact. And analytic applications give you a quick start with a particular issue or domain.�
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IBM Investment in Business Analytics & Optimization

Presenter�
Presentation Notes�
IBM is committed to delivering the most robust, integrated business analytics and optimization solutions to government. Since 2006, we have invested over $14 billion in acquiring best of breed software and hardware companies to build our BAO portfolio, including Cognos in 2007, SPSS in 2009, and Clarity Systems and OpenPages in 2010. �
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IBM Business Analytics in government today

Presenter�
Presentation Notes�
Today, we are seeing IBM Business Analytics in use in any number of government organizations, helping government leaders like you manage to your mission goals, operational requirements and financial objectives, while delivering the best government as efficiently and productively as possible.�
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Governments who invest in technology like analytics, 
mitigate the Baumol Effect

Presenter�
Presentation Notes�
Governments who invest in technology like business analytics, are mitigating the Baumol Effect in their organizations. Because they have access to decision-quality information, they can confidently make data-driven decisions and achieve better outcomes.

IBM Business Analytics solutions help governments to manage unexpected challenges like the global recession, deliver productive government by giving everyone in the organization access to information to make daily decisions on performance, manage to deliver more services for less cost under tighter budget pressures, the actions of these governments are more transparent and everyone in the organization is held accountable to reasonable measures of productivity and performance, and they are using decision-quality information to build a culture of performance and productivity in their organizations.

Are you ready to mitigate the Baumol Effect in your organization? �
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