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Moving forward

Governments are responsible for meeting the basic needs of their people, and creating
an environment that encourages productivity, personal advancement and the realization
of outcomes that benefit the broader society.

The needs of today’s citizens are increasingly diverse, shaped and dictated by powerful
forces such as geography, demographics, and economic and political development. For
example, the needs of the people of India or China are significantly different from the

needs of people in the United States or the United Kingdom — because these countries
are at very different stages of development.

There are also growing gaps between the wealthy and poor in both developed and
developing countries. This said, governments around the globe face an increasing need
to adopt tools that may help to bridge this gap — particularly in areas such as education
and health care.

The good news is that while governments face new and more complex challenges in
serving their citizens, rapid technological advances have unleashed a treasure chest of
tools to help governments meet the changing needs of their people. Distributed tech-
nologies empower citizens to solve problems that have traditionally fallen within the
domain of government. For example, when the City Council of Kalix (Sweden) invited
residents to review planning options for its new city center and vote on these options
online, more than 1,200 residents participated. This was a high participation level for a
municipal planning issue, and it helped the city build community support for the initia-
tive.

This report illustrates how some governments around the world have successfully em-
braced new technologies and some form of private-public-partnership to better deliver
a government service or empower citizen engagement. With increasing strains on finite
levels of government resources, citizens, businesses and governments are looking more
often to public-private partnerships to sustain government services and engage stake-
holders. Governments can draw a number of key lessons from these experiences.

S (e

Greg Pellegrino
Managing Director, Public Sector
Deloitte Touche Tohmatsu
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The tough challenges of
governments

Meeting the needs of citizens

Governments, by design, reflect the
diversity of our world’s nations. Whether
structured as parliamentary or congres-
sional systems or by proportional repre-
sentation, governments exist to serve the
unique needs of their people.

Those needs start at the most basic level
— clean water, food and shelter — and es-
calate to successively higher levels — such
as the opportunity to learn, and for artis-
tic expression and intellectual maturation.
If a person’s basic needs go unmet, he or
she loses the opportunity to move up the
hierarchy to further personal growth. This
“hierarchy of needs” - first proposed by
Abraham Maslow'- also serves as a use-
ful lens to view a government’s ability to
meet the needs of its constituents.

Just as a person must first address his or
her basic needs before seeking personal
and intellectual growth, a government
focuses on physical needs before turning
to the needs of the mind and spirit. Every
level of this hierarchy presents difficult
and unique challenges to governments,
and no government is immune. In many
developing nations, governments often
struggle to create even the most rudi-
mentary system to deliver clean water

to constituents. Governments of the
developed world struggle, too, though
with problems of greater scope, such as
sustaining economic growth or molding a
workforce capable of competing in an era
of globalization.

At the most elemental level, a govern-
ment’s business is providing the basic
infrastructure required to guarantee food,
clean water and shelter to meet its citi-
zens' minimum physiological needs. The
lack of that infrastructure jeopardizes the
health of a nation’s people and creates
far-reaching problems. A nation of people
forced into subsistence living by the lack
of food and clean water will be hard
pressed to advance.

A government also creates a second, ad-
vanced level of infrastructure — a transpor-
tation system, utilities to deliver electricity
and water, hospitals, law enforcement,
and public safety — to help ensure its
citizens’ safety and security. The ability

to meet these needs sets the stage for
cultural development by creating personal
freedom.

As a nation grows, its government turns
to fostering strong and sustainable politi-
cal and economic programs to meet its
people’s social needs. By doing so, a
government creates a sense of community
by forging political stability, orchestrat-
ing steady economic growth, and mak-
ing safety nets for those members of the
population unable to provide for them-
selves or their families.

To build on a nation’s growing sense of
being as a unified whole, a government
crafts policies and regulations that define

the nation and its relation to other nations
across the globe. At this stage, govern-
ment articulates a nation’s approach to
stimulating innovation in academia and
the private sector, conducting internation-
al trade, and participating in international
organizations.

Once a government meets those succes-
sive levels of need, it can prepare to de-
velop a vision for its people’s future—the
most important task in the process of ad-
vancing a nation. The vision accounts for
vagaries such as the pressures of global-
ization and how technological innovation
alters every aspect of society, including
government itself.

To move up this hierarchy, governments
must solve significant challenges at each
stage. Often, governments run into
trouble while attempting to execute strat-
egies targeted at a particular issue, and it's
at this juncture that governments can turn
to the private sector for important clues,
lessons learned and other solutions to
intractable problems. Over the last several
years, the private sector has focused its
energy on redesigning delivery methods
for services or products to take advantage
of the Internet and related technolo-

gies. Now, government is replicating this
strategy, adapting public sector services to
meet the changing needs of their con-
stituents at all levels.






Food. Water. Shelter. Electricity: The
simple things that developed nations take
for granted. But for untold millions in de-
veloping countries, obtaining these simple
necessities remains a daily struggle.

Governments of developing nations will
only be able to realize a better future for
their people by first delivering the infra-
structure that will deliver clean, potable
water, untainted food and permanent
shelter. These governments understand
that they must build this infrastructure,
but are often unable to realize this vision.

Often these governments struggle with
the sheer complexity of infrastructure
projects. But, when they tap the unseen
and unrealized power of their people,
sometimes the impossible becomes pos-
sible. Assisted by the right distributed
technology, the citizens are empowered
to participate in the building of their own
future.

One initiative, established by some of the
world’s leading philanthropists, led to the
creation of not-for-profit group the Safe
Water Network (SWN). The SWN will

Foundation of a nation

Constructing essential systems

develop and deploy new, economically
viable water purification technologies to
provide safe water to some of the 1 billion
people suffering from unsafe water sup-
plies. The SWN will mobilize alternatives
to large-scale centralized water purifica-
tion systems typical of government-fund-
ed approaches, and accomplish this goal
by creating a venture philanthropy fund
that advances the development of water
purification solutions for developing world
communities.

The objective is to develop an approach
that will impact the most people in the
shortest period of time. As such, the SWN
will leverage its technical, supply chain,
community programming and funding ca-
pabilities to provide cost-effective, broad-
scale deployment of distributed technol-
ogy solutions. The initiative will target
several developing country communities
— potentially Bangladesh, China, India,
Sub-Saharan Africa and Latin America.






Protection and

Building the trust

prosperit

A nation that has established basic infra-
structure can turn more of its attention to
addressing the need for security. At the
most elemental level, people trust their gov-
ernment to establish the basic protection of
law enforcement agencies to establish order
in communities. But security is no longer so
narrowly defined.

But today, security is a multi-faceted chal-
lenge, forcing emerging nations to make
plans to react to a wide range of scenarios.
These may include electronic attacks that
cripple critical information systems, such as
systems that control physical infrastructure;
natural disasters that wreak large-scale
devastation; or physical attacks against cities
or transportation systems orchestrated by
terrorist groups using biological, chemical,
radiological, or other weapons or explosive
devices.

The danger that weapons could be
smuggled into a nation is greater than ever
before, especially because of the global na-
ture of commerce. According to a Deloitte
Research study, Prospering in the Secure
Economy, more than 15 million containers
move across the seas every day, and untold
millions more cross borders on trucks, rail-
road cars, or airplanes.

To guard against this security threat, some
governments have devised successful strate-

gies built on public-private partnerships,
such as Secure Trade in the APEC Region
(STAR). Now five years old, STAR is a public-
private partnership of Asia-Pacific Eco-
nomic Cooperation (APEC) countries, major
private-sector companies and international
organizations. STAR identifies and examines
high-risk shipping containers, secures them
during transport, and gives officials advance
information on those containers before they
arrive at a border.

Advance knowledge is key to security. To
provide government leaders with a full pic-
ture of the security landscape, public safety
agencies need to share information. But
many agencies struggle to do so. The cause
of the struggle often lies with public safety
information systems that capture and store
data but don't easily exchange it with other
agencies’ information systems.

To help tear down information silos, some
governments have created special public
safety bodies comprising different disci-
plines. In the United States, the State of
Colorado created the Colorado Informa-
tion Analysis Center (CIAC), a multi-agency
“fusion center” operated by law enforce-
ment agents and analysts from the local,
state and federal levels. The CIAC's website
allows concerned citizens to report any type
of suspicious activity and submit evidence
such as digital photos.






With fundamental security mechanisms in
place, an emerging nation may focus more
fully on the social needs of its citizens. Nowa-
days, when people turn to the government
for their social needs, they expect accessibility.
But governments find it difficult to adjust to
that dynamic. Historically, government bureau-
cracy has defined the relationship between
citizens and government services, and people
have had little choice but to accept the terms.

Over the last decade, though, distributed
technology has transformed the interac-

tion between people and their government.
Technological advancements such as creation
of the World Wide Web give people more
say in defining the terms of the relationship.
Now, people expect their government to offer
services through multiple channels, such as
the telephone and the Internet. They don't
necessarily want to travel to the capital city or
the county seat to interact with government
leadership.

To meet this need, governments have moved
to the Internet many transactions that for-
merly required in-person visits. At the most
basic level, this self-service option gives people
the convenient services they want. Yet there’s
more to it. By putting the power back into the
hands of the people, a government creates a
greater sense of social equality.

Over the last few years, governments have
radically altered the way some constituents
access social services by tapping distributed
technologies.

Connecting with citizens

Advancing accessibility

In the United States, some state governments
have built integrated, Internet-based systems
that citizens use to apply to multiple public
programs. Rather than visit four, five or six
agency offices, the user completes a standard-
ized form, and the system quickly determines
whether he or she is eligible for each service.

In 2004, Massachusetts launched its Virtual
Gateway, which allows state residents to apply
for more than a dozen social service programs
by filling out a single online application, rather
than plowing through duplicative sets of
paperwork.

The private sector, too, can play a role. Micro-
soft India and Canada’s International Develop-
ment Research Centre are working together
on Project Saksham, an initiative to set up
Internet-connected PC kiosks in rural Indian
villages. The project pilot-tested 300 kiosks
with approximately 4,000 users in villages
across six Indian states to determine the ideal
business model for engaging rural residents?.
The pilot revealed that combining an array of
electronic government services, such as instant
access to land records and certificates, with
commercial needs, such as banking, insur-
ance and other services, is the best strategy to
sustain use of the kiosks.






Policy

Responding to changing citizen needs

With mechanisms in place tending to
social needs, governments of emerging
nations give greater attention to craft-

ing policy that defines the nation to its
citizenry and to the outside world. The de-
cisions made at this juncture set the tone
for a nation’s inner workings, affecting
everything from educational systems to
the business world to government’s own
regulatory reach.

Effective policy creates a stable environ-
ment in which an emerging nation’s
citizens have the opportunity to flourish.
Policy defines how personal property and
liberties are protected; guides the evolu-
tion of the national economy; stimulates
growth in the public, private and nonprof-
it sectors; and nurtures the development
of institutions of higher learning.

Policy doesn’t get made in a vacuum. The
representative nature of democracies cre-
ates built-in accountability: policy makers
who fail to heed their constituents’ voices
risk being voted out of office. As a result,
governments craft policy that balances the
often-conflicting needs of a wide range

of interest groups. That isn't easy. It's

even harder to react appropriately when
constituents’ needs change.

Many governments across the world face
aging populations, with millions of people

retiring from the public and private

sector workforces. Governments will have
to scramble to replace retiring public
employees, while simultaneously respond-
ing to increased demands for government
services from the huge wave of retiring
workers.

The influx of people into a nation cre-
ates additional difficulties. New ideas,
perspectives and skill sets that arrive with
legal immigrants can invigorate a nation’s
development. Yet a shadow population
of illegal immigrants strains a nation’s re-
sources by accessing government services,
but not necessarily contributing taxes to
help fund public services.

Distributed technology can play a crucial
role in helping government solve these
challenges. Some governments are tap-
ping the efficiency of distributed technol-
ogy to improve service delivery across all
aspects of the public sector.

The Servicio de Administracion Tributaria
(SAT), Mexico's federal taxation and rev-
enue agency, is helping Mexico's citizens
manage their tax-related transactions by
creating personalized Web portals. These
portals will allow constituents to under-
stand their tax obligations and track their
individual accounts with the SAT.






Once it has advanced through these levels
of need, a government prepares for its
most pressing challenge — making its com-
munities better places.

By nurturing healthy, productive and
enlightened communities, government
does its part to improve the world. Just
as Fortune 100 firms gladly accept their
opportunity to advance the world by
making enlightened corporate responsi-
bility a high priority, governments seize
their chance to make equally significant
contributions.

The corporate world and the public sector
have long worked side by side to solve
intractable dilemmas, but the power of
modern technology can profoundly alter
the nature and reach of public-private
partnerships.

The public and private sectors clearly real-
ize that a burgeoning global population is
taxing the world’s resources, demanding
more food and clean water, using more
raw materials to build cities and gener-
ating more, and more harmful, waste.
Climate change is creating puzzling
environmental happenings — record heat
in winter in some places and record cold
in others.

From good to great

Building a global community

Though the modern world is a marvel,
every advance in technology creates an
unintended consequence. As countless
millions of people keep replacing older
products with the latest technologies,
ever-growing mountains of electronic
waste pose a serious threat to the envi-
ronment.

Because of the enlightened global
awareness punctuating the Information
Age, the private and public sector ac-
knowledge their responsibility and take
action. Manufacturers voluntarily create
and fund electronic waste recycling
programs. Different levels of govern-
ment work together to craft a seamless
regulatory environment, making it easier
for electronics manufacturers to carry out
their recycling campaigns.

In the UK, Transport for London (TfL),
which manages public transportation
services across the city, announced in
early 2006 that London Buses would
add six new, environmentally friendly
hybrid vehicles to its fleet. The hybrid
buses consume less fuel than a standard
diesel bus; substantially reducing carbon
dioxide emissions in the City.






As technology and changing attitudes
combine to fundamentally change the
way countries interact, both economically
and socially, citizens are expecting more
from their governments. Governing bod-
ies are striving to address these changing
needs, but are often hindered by out-
dated organizational hierarchies with a
lack of formal information sharing; public
policy designed for a previous generation’s
needs; budgeting systems without ef-
fective measurement tools; and service
delivery models that don’t incorporate the
latest technological advancements.

Applying technological and ideological
innovation at the many levels of govern-
ment is necessary to meet the changing

Executing change

Lessons learned from solving tough issues

needs of a global economy with a more
advanced and demanding population.
However, change is often met with oppo-
sition, and more and more often, govern-
ment structures, practices, and systems
require complete transformations that are
filled with myriad issues and challenges.

Many governments have already executed
innovative approaches to deliver basic
needs to citizens, overcome decades-old
public-policy challenges, and harnessed
technology in new and exciting ways.

The following case studies bring some of
these transformations to light, demon-
strating lessons that can now be applied
around the world to further the evolution
of government.
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Bringing safe water to the

developing world

Worldwide, one person in
six lacks access to uncon-
taminated water. The Safe
Water Network approach-
es the problem not with
unwieldy public works

programs, but with easy-

to-deliver community-
based solutions.
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Water is a basic human need. Most of us
take for granted that when we turn on
the tap, it will always be there. But around
the world, about 1.1 billion people lack
access to safe drinking water. That's one
person out of every six.

Behind that statistic lies tremendous
suffering and lost opportunity. Each day,
about 2,900 children die for lack of clean
water. More than 90 percent of deaths
from diseases related to diarrhea in the
developing world occur in children under
five years of age.

Millions of adults can't work because
they're too weak from diseases carried in
polluted water, or they're too busy caring
for sick relatives. Lack of safe drinking wa-
ter and sanitation prevents many children,
especially girls in Africa and Asia, from
attending school. All this keeps families
trapped in poverty from one generation to
the next.

Efforts to provide safe drinking water usu-
ally focus on constructing large-scale de-
livery and treatment facilities to serve an
entire city, region or country. In the long
term, these facilities are exactly what the
population needs. Unfortunately, plans to
build them don’t always work out. Even

when a government can raise enough
money to create this infrastructure, politi-
cal and ideological debates may drag the
project out for years, or kill it altogether.

While governments labor to effect major
change, millions of people continue to
languish. But sometimes starting small
and tackling the easiest parts of a prob-
lem first can bring remarkable results.

As a partner of the not-for-profit Safe
Water Network, Deloitte member firms
are helping develop innovative,
community-based solutions that deliver
clean water to neglected populations. By
bridging private-sector, philanthropic and
public resources, the Safe Water Network
is pursuing market-based solutions that
will accelerate the availability of distrib-
uted water solutions for underserved
populations. Deloitte member firms are
preparing an analysis within select target
regions, providing a more granular defini-
tion of the market needs and related op-
portunities. This will provide the basis for
aligning market needs and opportunities
with alternative solutions. Pilot regions are
still being selected, but may serve com-
munities in India, Sub-Saharan Africa and
Latin America.



Part of the program’s goal is to demon-
strate alternative models for implement-
ing water purification solutions at the
community level. Two examples might be
setting up micro-enterprises to distribute
clean water and programs to supply water
purification technologies to local health
clinics.

“With the help of Deloitte member firms,
we will assess how water purification
solutions perform under various local con-
ditions, and gather critical data to develop
sustainable and scaleable implementation
plans,” said Kurt Soderland, Chief Operat-
ing Officer of the Safe Water Network.

Deployed in one community after another,
an innovative and scalable solution could
eventually change millions of lives for the
better.

Kurt Soderlund, COO, Safe Water Network, and Bill Parrett, Deloitte Global CEO discuss
Deloitte’s commitment to the Safe Water Initiative at the World Economic Forum in Davos



Pooling stakeholders to

ease economic flow

Experts agree that con-
gestion pricing offers a
sure solution to hideously
costly urban gridlock. But
most congestion pricing
programs have failed. To
help beat the odds, Trans-
port for London worked
hard to gain buy-in from

all expected stakeholder

groups.
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Around the world, economic development
is fueling an explosion of activity. New
businesses arise, new construction fills the
skyline, workers swarm into industrial cen-
ters and consumers crowd the stores. For
all the good it brings, this new prosperity
also bears the seeds of its own undoing:

a crisis of traffic congestion. In cities from
Paris to Jakarta, residents and commut-
ers face almost unbearable crowding on
their roads. Conditions will only get worse
as growing economic strength puts new
drivers behind the wheel at a much faster
rate than their governments can build
new capacity.

Gridlock hurts the economy, bringing
unpredictable travel times, environmen-
tal damage, increased property damage,
longer delays and lost productivity. Today,
in OECD countries, the cost of gridlock
equals nearly three percent of GDP, or
about US$810 billion.

Transportation economists have agreed
for decades that one sure cure for crip-
pling traffic is congestion pricing. The
concept is simple: charge motorists to use
the most crowded roadways, reasonably
matching up supply and demand.

Governments have talked endlessly about
congestion pricing. Some courageous
leaders have tried to put programs in
place. But until recently, such initiatives
have failed to get beyond the design
phase. The reasons varied. There was no
bold political champion to rally support.
The needs of all stakeholders weren’t
taken into account. No one paid enough
attention to selling the idea to groups
who saw it as another tax.

In 2003, London broke the mold: it
launched a charging initiative that has
cut congestion in the central city by 30
percent. It's the largest such program in
the world.



How did London succeed where so many
have failed? One key was that Transport
for London (TfL), the body responsible for
the city’s transportation systems, waged
an all-out campaign to bring every pos-
sible stakeholder on board. That meant
identifying every group that congestion
charging could conceivably affect—the
33 London Boroughs, emergency services
organizations, disabled commuters, the
business communities, the arts commu-
nity, the general public and many more. It
meant TfL talking with those stakeholders,
mapping out their concerns and reach-
ing the best possible understanding with
each.

“This is important because those people
have the ability to disrupt or prevent your
progress,” said Brian Green, Deloitte UK's
project manager for the Central London
Congestion Charging program. “In some
cases, TfL was able to accommodate their
concerns. In other cases, they were not.

If you're not, you have to manage the
consequences.”

TfL tailored a separate strategy for each
group, using written communications, pri-
vate or public meetings, media campaigns
and other means to get at the heart of
stakeholders’ concerns. It also advertised
widely to make sure motorists understood
when charging would start, exactly how it
would affect them and how to participate
in the program.

In February 2003, the program took off
with minimal problems. It now handles
about 125,000 vehicles a day, after the
western extension to the charging zone
went live in February 2007 with no disrup-
tion to the original service. This extension
saw the near doubling of the size of the
original scheme with improved technology
and a new set of stakeholders

Make no mistake—stakeholder manage-
ment is a meticulous, time consuming
process. But done correctly, it helps ensure
that a congestion charging program will
meet its goal: restoring the free flow of
traffic.
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Preserving the security

of health

To better manage spiraling

costs, Ontario’s Ministry
of Health and Long Term
Care is adopting private
sector techniques that will
help it invest health care
dollars where they’ll pro-
vide the greatest value.

In much of the developed world, the cost
of health care is growing at an unsus-
tainable rate. In Ontario, Canada, the
Ministry of Health and Long-Term Care
(MOHLTC) has seen costs rise by 8 percent
on average over the past five years*. If this
continues, within the next two decades
health care will swallow the province’s
entire budget.

When government costs rise faster than
revenues, the standard response is to cut
expenses. In health care, that can mean
making painful decisions—to ration care,
reduce staff, forego innovative therapies.
Cut too much, though, and you betray
your mission to keep citizens healthy and
deliver good care when they're ill.

Corporate leaders know that simply
spending less across the board isnt a long
term answer to rising costs. You have to
understand what you gain for every dollar
you spend and how that payoff promotes
your strategic objectives. When you
measure the results of your investment
decisions, you stop wasting money on
activities that don’t produce value, have
more money to put into programs that
deliver and you spend less overall.

The MOHLTC is in the early stages of
major transformation that is designed to
improve the quality of the Ontario system
while helping ensure its sustainability

for future generations. At the heart of
this new approach, is the notion that
MOHLTC is the steward of the system
whereby MOHLTC’s primary role is to set
strategy, policy and funding direction for
the system as a whole. MOHLTC is now
breaking new ground in the public sector
by applying private sector value-based
management and portfolio management
techniques to inform resource allocation
decisions.

As a starting point, the Ministry has de-
fined its long term strategic objectives and
reorganized to better reflect those goals,
creating divisions in charge of informa-
tion, strategy, finance, and accountability
and performance. “This gets us away
from the old world of thinking about hos-
pitals, about doctors, about community
labs, to a new world where our structure
encourages us to think about how value is
created by different parts of the system,”
said Adalsteinn ‘Steini’ Brown, Assistant
Deputy Minister, Health Systems Strategy
Division, MOHLTC.



Ministry officials have also defined the
health care outcomes they consider
valuable. And they’re creating tools to
challenge every dollar the Ontario health
care system spends, determining which
investments deliver worthwhile results and
which ones don't.

Portfolio Management techniques force
MOHLTC to define what it considers to
be most important from a “Value” and
“Risk” perspective which allows it to
guantify and assess trade-offs between
competing investment decisions. For
example, when completed, MOHLTC will
be able to assess the trade-off between
investing in prevention and health pro-
motion activities relative to investing in
productivity improvement initiatives such
as the development of electronic patient
records.

“This program is innovative because it's
starting to apply tried and tested private
sector techniques, but in a public sec-
tor setting,” said Andy Potter, Deloitte
Canada’s project manager for MOHLTC's
portfolio management implementation
project.

Potter makes a vital distinction. In gov-
ernment, success doesn’t mean higher
profits. It means better services delivered
cost-effectively. “Traditional metrics such
as economic value-add don't apply here,”
said Tai Huynh, the Ministry's portfolio
management implementation project
leader.

After a year of startup activity, “we've got
chunks of indicators and scorecards for
different areas of our work,” said Brown.
“We even have a way to wrap all these
indicators into an aggregate measure of
public sector value.” MOHLTC will pilot
these tools with early adopters and then
implement them throughout the Ministry.

Said Brown, “We've made a huge

amount of progress in starting to capture
what's meant by value and educate peo-
ple on what it means within the system.”
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Removing barriers for a

collective formal economy

For years, a complex, frag-
mented revenue system
has made it difficult for
Mexico to collect taxes,
robbing the government of
hundreds of billions of
pesos a year and

stifling economic growth.
Through an integrated
campaign to improve
organization, processes and
technology, Mexico’s Ser-
vicio de Administracion

Tributaria expects to see

collections soar.

Of the 45 million people working in Mexico,
the government collects income taxes from
only about 12 million. Tax revenues amount
to less than 10 percent of the country’s
gross domestic product, making Mexico one
of the least-successful at collecting taxes

in all of Latin America. More than half the
country’s workers earn their living outside
the formal economy;, a practice that deprives
the government of more than 300 billion
pesos ($30 billion) in tax revenues every
year®.

Tax evasion hurts citizens in the short term,
because without adequate revenues, the
government can’t provide important public
services. It also hurts the country’s long term
prospects for economic development.
Entrepreneurs who don't pay taxes don't
have tax identification numbers, so they
can't hire many people, apply for permits,
acquire new property or expand their
businesses in any way that might draw the
attention of public officials.

Mexico’s failure to bring more businesses
and workers into the formal economy lies
largely with the country’s tax infrastructure,
which has made it hard to enforce the tax
laws or to help taxpayers meet their obliga-
tions.

For one thing, there is no single database to
identify taxpayers. When a person registers
to vote, or conducts business with a bank,
for example, there is no way to cross-refer-
ence that person’s identity with a central
database so the Servicio de Administracion

Tributaria (SAT), the federal tax and revenue
agency, knows of his or her existence. Even
within SAT, the department that helps Mexi-
cans with questions about how to file taxes
and the department in charge of collecting
unpaid revenues traditionally have operated
separate taxpayer databases, with no way
to exchange information.

In the past, SAT itself was badly fragmented.
Each department within the organization
operated as a separate business, backed by
its own information systems. As of three
years ago, SAT had three IT departments,
each working independently, and many
legacy computer systems.

SAT tried to address these issues by integrating
data across the enterprise. Its main strategy
was to implement PeopleSoft's Enterprise
Resource Planning software. After several
false starts, though, agency executives
realized that an approach based purely on
technology would never solve their prob-
lems. They needed to consider the human
factor—in particular, how to remove the
barriers that keep people from paying taxes.

“The biggest problem is not a technol-

ogy problem,” said Alonso Yanez, Deloitte
Mexico’s lead partner in its work with the
SAT. Mexico's complex tax laws, in them-
selves, pose a formidable obstacle. “The big
problem is that you need to be or have an
accountant to pay your taxes. It's a process
problem for the SAT that keeps people out
of the formal economy.”



SAT's leadership needed to restructure the
organization to deliver better service and
develop better, simpler ways for constitu-
ents to do business with the government.
So SAT started an initiative to completely
re-engineer itself, streamlining its processes
and services and making it easier for citizens
to meet their obligations. The program to
develop the Integrated Business Solution
for Revenue Management is the largest
technology-based, enterprise-wide transfor-
mation of a government organization ever
to be conducted in Latin America'®.

SAT has consolidated redundant depart-
ments and moved hundreds of employees
to positions where they provide greater
value. It has implemented technology to
ensure that different departments can easily
share the information they need to get their
jobs done. And it has started a multi-year
effort to create a single identification
number for each taxpayer, with all records
housed in a single database.

SAT is also preparing to launch a Web-based
portal to give each taxpayer a simple, per-
sonalized method for transacting business.
Instead of making taxpayers wrestle with
confusing instructions, hire experts or spend
hours calling from office to office for assis-
tance, SAT will deliver the information they
need to meet their obligations without fuss.
By integrating improvements in organiza-
tion, process and technology, SAT is poised
to deliver better service to constituents and
vastly improve tax collection. That means
more money to fund government activities
and greater opportunity for the Mexican
economy to grow.

Challenges facing Servicio de Administracion Tributaria
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Low percentage of citizens paying taxes, cumbersome regulations, and inefficiencies in
Mexico's tax agency together led to one of the least-successful tax collection practices in all
of Latin America.
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Granting access to

inform

Governments have spent
years, and billions of
dollars, trying to make
stovepiped institutions
share knowledge that’s
crucial to citizens’ health

and safety. For one U.S.

security agency, the key to
breaking down the walls
lies in new policies and
structures that make
universal information
access the everyday norm.

24

decisions

It's no secret that many U.S. government
organizations suffer from a crucial flaw:
they fail to share information.

So when a guard ejects an intruder from
a rail yard in Omaha, and a port inspector
questions a truck driver with inadequate
ID at a cargo terminal in Savannah, no
one discovers that the two incidents are
linked. No one assembles disparate facts
to reveal the big picture.

Governments have spent years, and
billions of dollars, trying to correct this.
They've tried deploying the latest tech-
nology. They've tried refining the orga-
nizational structure. But their employees
continue holding on to what they know.
As they forge ahead in their missions, it
doesn’t occur to them that another team
working on a parallel track might des-
perately need a piece of knowledge they
pOSSess.

Today, we talk about the need for in-
formation sharing. But in the long run,
that might not even be the right term,
because it implies that an individual has a

choice whether to grant access to certain
facts—or not.

“Some people think, 'l own this informa-
tion, and | will share with you if | have
good reason to share. Or | will share what
| feel you need to know. That can be very
dangerous,” said former Lieutenant General
Harry Raduege, Chairman of Deloitte Cen-
ter for Network Innovation and a Deloitte
& Touche LLP United States Director. The
real goal is a culture of universal informa-
tion access, based on the principle that
any authorized person can reach out and
grab any information he or she needs, at
any time.

The key to universal access doesn't lie

in the technology or the organizational
chart. It lies in the behaviors that govern-
ment leaders encourage and reward, and
in the policies and structures that make
information sharing the everyday norm. In
short, it lies in governance.

Today, government organizations fail to
share information because they're con-
structed in stovepipes. They lack policies



to require universal access. Their IT groups
don’t fully understand how to support the
organization’s information needs, and the
mission-oriented groups don't fully under-
stand what IT can offer. Most importantly,
their leaders haven't put information shar-
ing at the top of their personal agendas.

At one U.S. security agency, top ex-
ecutives are holding regular meetings to
figure out how to make universal informa-
tion access a way of life throughout the
enterprise. As part of this effort, they have
instituted a series of “scans” to parse out
information, services and systems that the
agency's mission- focused organizations
already have at their disposal and define
what they need in addition.

These scans reveal that the missions of
certain units of the agency would benefit
greatly from information that other units
have collected and retained. Once that's
known, you put mechanisms in place to
turn these isolated data repositories into
resources for the entire organization. Of
course, since an organization is a living
entity, the evolution toward universal in-

formation access is never really complete.
An information sharing enterprise is a way
of doing business—the way the govern-
ment “bakes” the information sharing
ethos into its processes, people, culture
and technology.
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Clearing the path for

government Service

Many government agen-
cies are working on inte-
grated, Web-based cus-
tomer service platforms.
But these ambitious proj-
ects often drag on for years
with nothing to show.
Building its Virtual Gate-
way 10 increments, in just
18 months Massachusetts’
Executive Office of Health
and Human Services start-

ed making it easier for citi-

Zens to access services.

When citizens come to government for
services, too often the interaction creates
confusion and frustration.

A low-income family with children might
be eligible for food stamps, Medicaid,
subsidized housing and other assistance.
But to get enrolled, family members

must travel all over town visiting different
agencies. They sit in waiting rooms, fill
out forms and answer the same questions
over and over so employees can enter the
data in each agency’s information system.
If someone misplaces a form, the client
might need to start from scratch. If some-
one makes a data entry error, the family
might be deemed ineligible, incorrectly. If
the client doesn’t know a service exists, he
or she might miss out on much-needed
help.

While this is exasperating for citizens,
it's also expensive for government. A
stovepiped service organization breeds
inefficiency and extra expense. And by
failing to solve problems while they're
small—perhaps by enrolling clients in
public health plans that pay for primary
care—government gets saddled with
much bigger costs—such as emergency
care.

In 2003, Massachusetts’ Executive Office
of Health and Human Services (EOHHS)
launched a plan to eliminate the stove-
pipes. Unlike many other similar initiatives,
this one has so far seen great success. A
key feature of EOHHS's transformation
into a streamlined, integrated operation

is the HHS Virtual Gateway, a Web-based
service delivery tool organized around
citizen needs.

Clients who use the Virtual Gateway don't
need to know which agencies offer which
services. Staff at HHS agencies, medical
centers and other business and not-for-
profit partners help connect clients with
the assistance they need. Non-govern-
ment partners such as homeless shelters
and independent living centers gain
password-protected access to the system;
partners that EOHHS pays for services also
use the Gateway for electronic invoicing
and reporting.

Once the Gateway captures informa-
tion about a client, it routes that data to
information systems operated by one or
more HHS organizations, which quickly
determine eligibility. That eliminates re-
dundant labor, reduces errors and makes
it much easier to enroll clients for multiple
services.



Although many governments have tried
for this kind of integrated service delivery,
many have failed, simply because they bit
off too much. “Often, states try to write
RFPs that document their six-year vision,
and it takes them two years to write it,”
said Michael Marino, Deloitte Consulting
LLP, United States, lead consulting partner
for the Commonwealth of Massachusetts.
While plans inch toward completion,
without any successes to show in the
meantime, political support wanes, and
technology outpaces the original specifi-
cations.

EOHHS, by contrast, deployed a first
release of the Virtual Gateway in just 18
months, at a cost of only $7 million. It has
expanded the system piece by piece, add-
ing new processes and services every few
months, as resources allow.

Today, Massachusetts receives 4,000 pro-
gram applications per week through the
Virtual Gateway®. A report by the state’s
inspector general points to one example
of its accomplishments: the Gateway has
fueled greater enrollment in MassHealth,

the state health care program for eligible
low-income residents, and slowed admis-
sions to the Uncompensated Care Pool,
the costlier program that subsidizes health
care for the uninsured.

By taking an incremental approach—but
one based on a broader vision-- EOHHS
managed quickly to improve service to
citizens and, at the same time, better con-
trol costs. Since then, it has built steadily
on that early success.
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Table of services

Audit and Enterprise Risk Services External audits

Internal audit

Business process and IT risk and control

Governance services

Enterprise risk services

Financial program accountability

Consulting Strategy and operations

Human capital

Technology integration

Enterprise applications

Financial Advisory Services (FAS) Forensic consulting

Dispute consulting

Valuation

Reorganization services

Sales and use tax analysis

Tax process IT services

Transaction tax analysis

Employee benefits

Property tax analysis

Tax-aligned supply chain services

Litigation support



External audit audits
Internal control attestation
Assurance services

Outsourcing

Co-sourcing, including IT
Assessment reviews
Enterprise risk assessment

Data quality and integrity

Identity management security
Infrastructure security

Security strategy and management
Enterprise application security
Business process controls assessments

Governance structures and procedures
Ethics and compliance
Risk management and controls

Integrated risk and performance measurement
ERP security and controls

Improper payments

Internal control compliance

Accounting services
Risk-based compliance program
Program analysis and review

Program management office
Government transformation
CFO services

Business process redesign
Shared services

Change management
Actuarial and insurance services
Change leadership and learning

Architecture and network services

ClO services

Custom application development services
Web-enabled constituent integration
Financial systems integration

SAP
Oracle
Peoplesoft

Insurance claims consulting

Technology transfer consulting, including licensing
Construction advisory services

Economic consulting

Historical and forensic accounting analysis

Analytic and forensic technology
Business intelligence services
D&Tect (Fraud detection and prevention)

Intangible asset valuation

Strategic decision support and transaction advisory
Leasing services

Dispute resolution support

Loan portfolio analysis

Tangible asset services

Business and operations review

Asset disposition

Assistance capital markets

Assistance accounting and tax strategies

P-card analysis
Tax internal controls

IT process analysis and remediation
Tax process optimization

Procurement tax recover and remediation analyze and recover: state fuel

excise tax and aviation transport
Tax and value-added tax

Benefits employment tax pension funding analysis worker classification analysis

Regulatory services

Leased real property
Accurate asset revaluation

Procurement and supply chain analysis
Optimize purchasing

Factual analysis and calculation
Expert testimony

Auditability assessment
Financial audit
Agreed-upon procedures

IT internal audit co-sourcing
Loaned staff

Royalty inspections

Data quality and analysis

Information technology control
Systems project control assurance
Business continuity management
Citizen and constituent privacy
SAS 70

A-123 readiness
IT security, accreditation and remediation
Asset quality solutions

Constituent and channel strategy
Enterprise cost reduction

Merger integration

Supply chain strategy
Government strategy

HR operations and technology
Organization and people performance
Total rewards

Enterprise connection services

Enterprise systems management
Information dynamics, including business
Intelligence and data warehousing

Customer relationship management packages
Supply chain management package

Environmental intellectual property
Litigation/arbitration services
Purchase price disputes

Asset tracing and monitoring

Forensic audit assistance
Health care fraud analysis

Cost segregation

Construction advisory

Asset (real and personal property) management
Due diligence services

Debt restructuring/refinancing
Liquidity management bankruptcy services
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Serving the Public Sector

Deloitte member firms have led many
complex government transformation ef-
forts throughout the world. They provide
a broad portfolio of services and inte-
grated solutions to support virtually all
areas of government including health and
human services, tax and revenue manage-
ment, financial management, defense,
law and justice, transportation, security,
education and not-for-profit. They provide
the expertise and tools to help clients
address a full spectrum of challenges—
from accrual accounting and security to
developing systems for specialized areas
such as inventory management, asset and
fleet management, and water resource
management.

Deloitte member firm services work
together seamlessly, allowing them to pro-
vide public sector clients with complete
solutions.

Audit and Enterprise Risk Services
Government agencies are under more
intense scrutiny than ever before. To
accomplish the mission, leaders need
information that is accurate, reliable and

timely. They also need rigorous controls
and accountability that can stand up to
the toughest audit. Deloitte member firms
understand the unique requirements of
government accounting and financial
reporting—and the complexity of the
government audit process. The global
network of Deloitte member firm audit
professionals helps governments around
the world achieve their objectives, im-
prove performance and manage risk.

Consulting

Deloitte member firms offer a range of
consulting services—strategy and op-
erations, human capital, technology,
enterprise applications and outsourc-
ing—to help government clients tackle
today’s most pressing challenges. Deloitte
member firm consultants combine deep
knowledge of the public sector with
world-class experience in business and
technology. Working with a worldwide
network of alliance partners, member
firms have helped clients develop award-
winning solutions that make government
more accessible, efficient and effective.

Financial Advisory Services

Finance specialists in Deloitte member
firms provide financial, economic and stra-
tegic advice for clients in one or more of
the following key areas: dispute consult-
ing and forensic investigations, reorgani-
zation services, valuation and finance. In
some member firms, legal practitioners
provide a full range of legal services, span-
ning everything from environmental requ-
lations and employment law to intellectual
property rights and international trade.
Each of these areas work seamlessly to-
gether to provide Deloitte member firms’
clients with a complete service offering.

Tax

Most operating decisions have tax implica-
tions—even in the public sector. Deloitte
member firms provide trusted, valued
advice on the most pressing tax issues,
while delivering practical, well-crafted tax
solutions specifically tuned to the unique
requirements of government.
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Thought Leadership

Through thought-provoking publications,
surveys and reports as well as insightful
commentary, Deloitte member firms deliver
innovative, practical knowledge government
entities can use to improve their overall
business performance. Deloitte member firm
research professionals and senior consul-
tants, headed by Director of Public Sector
Research, Bill Eggers, can identify, analyze
and help explain the issues critical to busi-
nesses across a variety of industries. Learn
more by reading here about some various
member firms’ most recent public sector
research.

e Serving the Aging Citizen
¢ (losing the Infrastructure Gap: The
role of public private partnerships

e States of Transition: Tackling States’
Toughest Policy and Management
Challenges

® Practical Strategies for the Public Pen-
sion Crisis

e Governing Forward: New directions for
public leadership

e eCitizenship for All European Bench-
mark Report 2006

e Governing by Network: The New
Shape of the Public Sector

e Medicaid Makeover: Six Tough (and
Unavoidable) Choices on the Road to
Reform

* A Roadmap for Integrating Health and
Human Service Delivery

Our commitment to
excellence

e Pushing the boundaries: Making a
success of local government reorgani-
zation

e A Category of One: Serving the federal
government

Awards

Deloitte member firms believe govern-
ment leaders are best measured by the
true advantages they create for the
citizens, communities, and industries they
serve. Deloitte member firms have been
recognized for excellence, and helped
their public sector clients garner a wide
variety of awards and accolades. Here are
some recent examples:

e Commonwealth Citation for Outstand-
ing Performance — Massachusetts’ Divi-
sion of Career Services’ TAARRNEG

e Honorary NCSEA Life Membership
award - Patti Spear

e 2005 Digital Government Integrator
Innovation Award

¢ (Innovative State Implementation)
- California Department of Health
Services

e (State Implementation that Has Pro-
duced Results) — WV/PA INROADS

e |ouis Brownlow Book Award (National
Academy of Public Administration)
- Governing by Network. Bill Eggers,
Deloitte Research United States

e 2005 Best of California (Best applica-
tion serving department/agency busi-
ness needs) — California Department of
Health Services



e 2006 Washington Technology
Channel Leaders Award — Greg
Pellegrino, Deloitte Touche Tohmatsu

e 2006 American Council for Technol-
ogy Intergovernmental Solution Award
— California Department of Health
Services

e 2006 Computerworld Honors Pro-
gram, 21st Century Achievement
Award
» Centers for Disease Control and Preven-

tion (U.S. Department of Health and
Human Services) AIDS Control and
Prevention project — Laureate

Florida Department of Revenue SUNTAX
Laureate

X

» State of Minnesota Drive to Excellence
Laureate

» District of Columbia Child & Family Ser-
vices Agency (FACES.NET) — Laureate

» California Dept. of Health Services'
Screening Information System — Laure-
ate

» Commonwealth of Pennsylvania Busi-
ness Solutions Center of Excellence
- Laureate

In the press

Deloitte member firms' research, client
service partners, and thought leadership
are frequently cited in dozens of leading
publications around the world, including

The New York Times, The Financial Times,
The Washington Post, The Australian
Financial Review, Global and Mail, Der
Staandard, The Chicago Sun, Singapore
Business Nightly, Chief Executive, National
Journal, Canberra Times, CNN, CNBC and
Bloomberg News.

Podcasts

Deloitte Insights is an audio business news
podcast that delves into the business
strategies that address the issues affecting
your industry. The Deloitte member firm
Public Sector practices regularly produce
podcasts on key market issues featuring
discussions with some of the industry’s
most experienced minds at the Deloitte
Touche Tohmatsu member firms.

e The Transformation of State Govern-
ments: Putting Performance Above
Partisanship

e Taking the Health Care System Off Life
Support: A New Alternative for Insur-
ing More Americans

* Reinventing Government: Deliver-
ing Infrastructure Through Innovative
Partnerships

e Governing Forward: New Directions
for Public Leadership

e The Blizzard Ahead: Preparing Your
Business For the Coming Pandemic

e The Great Grey Wave: Strategies to
Rejuvenate an Aging Nation

DBriefs web casts

Staying on top of the latest issues and
strategies can be challenging. Deloitte
offers Dbriefs, a series of web casts that
offer valuable insights on important
developments affecting governments
today. Executives hear from speakers
who share real experiences and proven
methodologies for managing change.
Some examples of Deloitte member firm
Dbriefs are:

e Building an Internal Control Frame-
work That’s Right for Governmental
Entities

* Integrated Service Delivery for
Government Agencies: Are We
There Yet?

e Public Sector CIO: How-To’s for
Leveraging Change

® Public Sector Strategies for Serving the
Aging Citizen

e [dentity Authentication: Trends in
Legislation and Technology

e [dentity theft: How Vulnerable is Your
Organization?

e Netcentric Leadership: The Path to a
Networked World

e Paying for Tomorrow: Tackling the
Public Pension Crisis

e (losing the Infrastructure Gap: The
Role of Public-Private Partnerships

* Driving More Money into the Class-
room: The Promise of Shared Services
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The Deloitte Center for Health Solutions
(the “Center”), located in Washington,
D.C., is part of Deloitte & Touche USA
LLP and was formed to further research
on and develop solutions to some of the
most pressing health care and public
health-related challenges. Tommy G.
Thompson, former Secretary of Health
and Human Services and former Governor
of Wisconsin, is the Independent Chair-
man of the Center.

The Deloitte Center for Health Solutions is
committed to developing answers to the
most difficult challenges facing U.S. health
care by bringing all sides together to find
common-ground solutions to shared prob-
lems: patients and families, health care
providers, health plans and other payors,
life sciences companies, employers and
employees, and the government.

The Center is examining what works in
health care and why. It is developing inno-
vative ideas and programs to make health
care more efficient, more affordable and
more accessible, with an emphasis on pre-
vention, Medicare and Medicaid, health
information technology, consumerism,
quality outcomes, and the uninsured. The
Center is focused on developing solutions
with the following characteristics:

Centers of excellence

The Center for Health Solutions

The solutions must be practicall

— whether they are technical,
operational or policy-oriented.

¢ The solutions must be developed by
bringing together various stakehold-
ers to address health care and public
health issues.

The solutions make extensive use of
leading practices from organizations,
businesses, and governments that
have taken innovative steps to face
health care challenges.

¢ The solutions must have a real impact
on the issues facing patients, em-
ployers, the health care industry, and
government.

The Deloitte Center for Health Solutions
plans to develop workable solutions by
undertaking independent and shared
research, bringing together relevant
stakeholders through roundtables and
other forms of engagement, and applying
a deep knowledge of health care — both
in practice and policy — to the analysis.
To that end, the Center sponsors and
publishes research projects, innovative
solutions to health care technology chal-
lenges, and public policy position devel-
opment related to public health and the
health care industry.
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The Deloitte Center for Network Innova-
tion works with government and industry
to improve mission performance by help-
ing organizations become more net-cen-
tric. A net-centric approach improves

the effectiveness and efficiency of an
organization’s integrated business opera-
tions. This approach also gives people the
information and authority to make better
decisions and take action faster.

Lieutenant General Harry D. Raduege Jr.,
former Director of the Defense Informa-
tion Systems Agency, serves as Chairman.
The Center provides a focal point for the
U.S. Firm’s activities around net-centric
operations and collaborates with sub-
ject-matter experts from Deloitte Touche
Tohmatsu's 70 member firms around the
world. The Center staff conducts research
and combines our findings with experi-
ence to generate tangible advice; devel-
ops industry and client-specific technol-
ogy solutions; and hosts workshops and
executive seminars.

The Center’s approach to network-centric
operations is grounded in five core “pil-
lars” that an organization must optimize
in order to improve business and mission
performance. The pillars are:

Communications Infrastructure
¢ Bandwidth (fast and effective speed of
exchange)

e Coverage (global and seamless)

Deloitte Center for Network Innovation

¢ Interoperability (enabling technologies
based on standards)

e No artificial limits on access to infor-
mation

¢ Information distribution through ‘pull’
not ‘push’

Information Risk
e |dentity management

e Data marking, control and protection
¢ Document retention and security
e Risk and vulnerability management

Information Management
¢ Information sharing

e Collaboration
e Data integrity
e Enterprise Resource Planning

Organization & Governance
e Flatter, less hierarchical organizational
structures

e Policies and procedures that foster
information sharing

¢ Network governance

e Configuration management and
control

e Communities-of-interest
e Cultural Intelligence



People & Leadership
e Strong, committed leadership

e Collaborative, open culture that em-
phasizes sharing

e The 'human terrain’- the right people
in the right jobs

e Responsibility, authority and account-
ability

When the five core areas are operating
effectively, employees in a network-centric
environment are empowered to make
better decisions faster. They experience
improved coordination within and across
the organization, improved performance
measurement, and better situational
awareness.
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Deloitte Public

Leadership Institute

The Deloitte Public Leadership Institute, a
part of Deloitte Touche Tomatsu’s global
public sector industry program, identifies,
analyzes and explains the major issues
facing governments today. The Institute,
with offices in Washington, DC, London,
the Hague and Sydney, delivers practical
insights governments can use to improve
their operations and deliver better value
to taxpayers. The Institute realizes these
objectives via three major programs:

e Thought leadership. In conjunc-
tion with Deloitte Research, a part of
Deloitte Services LLP, Institute scholars
produce provocative books, studies
and commentaries on public sector
issues of the day.

e Public leaders’ forums. The Institute
brings together on a regular basis in
capitals around the world selected
present and former senior public of-
ficials, policy and management experts
and academics to discuss pressing
issues and share best practices.

¢ Academic partnerships. The Institute
works closely with some of the world’s
leading graduate schools of public
policy and administration to co-spon-
sor forums and co-produce books and
studies.

The primary focus of the research and fo-
rums is to help public leaders tackle their
most complex policy and management
challenges.
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