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 December 31, 2009 

The Honorable Jim Gibbons 

Office of the Governor 

101 North Carson Street 

Carson City, NV 89701 

 

Dear Governor Gibbons, 

 

In this sixth report of the SAGE Commission we offer nine new recommendations 

for your consideration. All of the attached recommendations were backed by the 

affirmative votes of all members present at the two meetings held during the 

quarter. This marks 44 recommendations that the Commission has now forwarded 

to you. 

 

While all of these recommendations are important, we particularly call your atten-

tion to the two concerning the state budgeting process which our members feel is 

in dire need of revamping. The first suggests a move to program budgeting which 

we envision would allow your office and the Legislature to focus more on Depart-

ment and program outputs, giving managers more operating flexibility while hold-

ing them accountable for results. The second recommends a better way of fiscal 

management during each biennium by ordering the state’s funding priorities, mak-

ing it easier and less contentious to adjust funding during periods of fluctuating 

revenues. In other words, rather than make across-the-board revisions to budgets, 

programs would be funded based on the priorities agreed to in advance by the 

Executive and the Legislature. Our research shows that states which have adopted 

similar budgeting processes have done so with great success. 

 

Please let us know if we can assist in any way in interpreting or implementing any 

of our recommendations, 

 Sincerely, 

                 

  

 Bruce R. James 

 Chairman 
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Recommendation #36 
 

Explore the possibility of an exchange of Ely State Prison and Lovelock Correc-

tional Center to companies that specialize in private corrections in return for 

construction of similar facilities located within existing large population centers 

to be determined by the Board of Prison Commissioners. 
 

Issue:  
Currently, Ely State Prison and Lovelock Correctional Center are located in rural areas of the State which 

results in much higher operational costs than the other major corrections facilities in Nevada.  While aban-

donment of these existing facilities could prove to be an economic hardship for the communities and the 

staff involved, their exchange would guarantee ongoing economic benefits to the rural communities, while 

simultaneously allowing the State to reduce Department of Corrections (DOC) operational costs and to pro-

vide more efficient and effective facilities. 

 

Start-Up Cost Estimate:  None Identified 
 

Savings/Enhanced Revenue Estimate:  No estimates are available at this time.  
 

Explanation: 
Nevada experiences significantly higher Department of Corrections operational costs in the rural communi-

ties of Ely and Lovelock.  There are inadequate hospitals in the communities and the offenders are far away 

from the courts that will evaluate their appeals and petitions.  Thus, medical care, legal costs, transportation 

and personnel costs are higher than similarly sized facilities located near the major population centers.  Ad-

ditionally, the Department experiences a “boom, bust” cycle of employment, depending on how well the 

mining industry is doing in those rural locations.  Consequently, there are greater costs associated with com-

muting, overtime and staffing of vacant positions.  In addition, visiting opportunities are lower and there is a 

great amount of literature that suggests family support and ongoing ties reduce future recidivism. 

 

This proposal it to explore the possibility that private correctional companies might be interested in obtain-

ing these prisons in Nevada.  In exchange, Nevada would request that the private company construct similar 

prison space in more centralized locations in the State that would be more cost effective for the DOC.  Pri-

vate companies have demonstrated an ability to construct facilities more rapidly, at lower costs while using 

the latest technology.  In addition to the simple exchange, it is recommended that if such an agreement 

could be reached, Nevada would have the first right of refusal for any available private bed space should 

any unexpected DOC population crisis occur, which has happened before. 

 

There are a number of advantages to a private company that further support this course of action.  Privatiza-

tion of prisons continues to expand in the United States and this proposal could result in an economic diver-

sion that would benefit both State government as well as the rural communities in question.  This proposal 

could also allow the State to modernize facilities at minimal or no cost to the General Fund. 
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Recommendation #37 
 

The Department of Corrections (DOC) should issue a request for proposals (RFP) 

to evaluate the costs and benefits of privatization of inmate medical and mental 

health care and the provision of pharmaceutical services. 
 

Issue:  
The cost of incarceration is in Nevada prisons is approximately $22,000 per year per inmate.  One of the largest com-

ponents of that inmate cost is providing medical care.  DOC is responsible for investigating alternatives to provide a 

sufficient minimal level of inmate care to meet constitutional standards at a reduced cost to the State.  

 

Start-Up Cost Estimate:  $25,000 

Savings/Enhanced Revenue Estimates: 1 Year $4.5 million 

 5 Year $24.1 million 

Explanation: 
In 1995, DOC privatized medical/mental health care at the Ely State Prison and Conservation Camp, which repre-

sented 15% of the total inmate population in Nevada.  This privatized care was provided at a lower per inmate cost 

than for the rest of the system.  During the period 1995-2000, prison medical care costs were reduced at Ely while no 

litigation costs for the State were incurred there.  Currently, Clark and Washoe Counties, Las Vegas, North Las Vegas 

and Henderson outsource private medical care for their jails from four different providers.  Prison medical care should 

involve economies of scale, since the Nevada prison system is so much larger than these county and city jails. 

 

Nineteen states have entirely privatized inmate health care, with the two largest providers currently serving over 375 

sites and 350,000 inmates.  These companies indemnify their state clients for all litigation and losses.  This does not 

mean that there will be no litigation naming the state or its DOC.  It means that the contracted company will defend 

such suits and pay the prevailing party for any losses incurred.  There are currently significant litigations involving 

Nevada DOC medical care, exposing the State to over a million dollars in losses and possible mandates for care from 

federal courts. 

 

Medical cost containment is critical in every medical delivery system, but it is particularly important in corrections.  

In the face of dwindling resources, Nevada has the following choices:  1) continue to run the operation itself; 2) De-

velop a relationship with other public services like the State Department of Health and Human Services (DHHS) to 

run the system for DOC; 3) contract with a private company that has particular experience in correctional healthcare; 

4) allow existing State employees to match private provider contract terms.   

 

This proposal is for the DOC to issue an RFP or an RFI to compare these three choices so that a rational and cost ef-

fective method of health care delivery can be selected.  Some of the benefits to look for in the comparison of costs 

between private medical and government operated medical are:  1) an immediate reduction in State personnel costs; 

2) a reduction in the future liability of the PERS retirement system; 3) an immediate reduction in the State cost for 

PEBP benefits; 4) a reduction in personnel supervision workload by the agency;  5) a reduction in the cost of litiga-

tion for the DOC and the Attorney General, as well as reductions in the legal liability exposure to staff; 6) a reduction 

in the cost of contract nurses; 7) a reduction in the cost of pharmaceutical expenses;  8) an increase in the professional 

experience in the medical staff on site;  9) an increased level of care to inmates at a reduced cost;  10) Accreditations 

from the American Correctional Association and the National Commission on Correctional Health Care at no cost to 

the State, which are not currently awarded under the State operated system.    

 

The State is not bound to accept a bid based on any RFI or RFP, but the information provided should be ready for 

inclusion in 2011 DOC medical budget preparations. 
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Recommendation #38 
 

Require directors of cabinet level departments to establish and implement cross train-

ing programs for their employees where feasible and practical, within a reasonable 

time.  The goals of any such program should be to 1) help meet peak workloads and 

improve operational efficiency; 2) offer job enrichment opportunities; and 3) reduce 

costs by reducing use of outside contracts and/or overtime.   
 

 

Issue:  
Open-ended responses to the SAGE survey of State employees indicated a widespread desire to participate 

in cross training programs.  With budget and other fiscal constraints requiring employee furloughs and in-

creasing use of alternative work schedules, management at all levels has considerable incentive to accom-

modate this desire. 

 

Start-Up Cost Estimate:    Unknown 
 

Savings/Enhanced Revenue Estimate:    Unknown  
 

 

Explanation: 
Cross training is integral to effective succession planning and allows others to fill in when someone is ill or 

on vacation and during peak workload periods.  Cross training is occurring in a sporadic, informal manner 

across State government thanks to the initiative and professionalism of State employees.  It should be for-

malized. 

 

There is no cookie cutter approach to cross training since it often is peculiar to the specific functional area 

or job involved.  Each department director should be encouraged to adapt cross training programs which do 

not violate existing job description or classification restrictions to the nature of the work or services pro-

vided by the subordinate work units of the department involved. 

 

Discussions with certain agency directors indicate that there are opportunities both within and between de-

partments for cross training.  Potential interagency cross training opportunities include the eligibility staffs 

in Health and Human Services (DHHS) and in the Employment Security Division of the Department of 

Employment Training and Rehabilitation (DETR), as well as collaboration between the Department of 

Transportation’s Right of Way staff and personnel in the divisions of State Lands and Water Resources of 

the Department of Conservation and Natural Resources. 

 

These discussions also identified a number of obstacles to cross training.  These include restrictions on 

“out of class” work (16 hours) without compensation, the current employee evaluation system, the current 

position control number system, and the lack of communication and coordination of sharing opportunities 

within and between departments.  These obstacles should be addressed and mitigated where possible. 
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Recommendation #39 
 

The Nevada Department of Transportation (NDOT) should perform a detailed analy-

sis and review of all of the existing NDOT maintenance stations throughout the State 

with a view to eliminating some stations and consolidating others.  

 

Issue:  
There are 45 NDOT maintenance stations across the State, an average of one every 56 miles along Inter-

state 80 and US Highways 50 and 95.  Most of these stations were established before these roads became 

the modern systems they are today. There are thirty-five rural maintenance stations with only six of these 

employing over eight persons each.  Just to maintain these smaller stations costs an average of $63,000 per 

year, not counting salaries and benefits. 

 

Start-Up Cost Estimate:  $100,000 

 

Savings/Enhanced Revenue Estimates: 1 Year $650,000 
 

 5  Year $4,400,000 

 

Explanation: 
This proposal envisions that a study of existing maintenance stations statewide would allow for the elimi-

nation or consolidation of at least twenty-five percent of the smaller, rural stations.  Maintenance budgets 

in most states have been cut.  Although states are attempting to maintain adequate response times for 

weather-related road maintenance issues, particularly snow removal, they are also trying to do so with 

fewer employees.  They are also dropping levels of service in aesthetic areas of service like litter removal 

and mowing. 

 

NDOT needs to review its rural area road maintenance practices, particularly the placement and manning 

of maintenance stations in view of ongoing fiscal realities, the enhanced capabilities of the equipment used, 

the nature of the roadways being maintained and the seasonal nature of the need for smaller, outlying sta-

tions.  Perhaps temporary seasonal maintenance outposts could be created using equipment and personnel 

from the larger remaining stations whose mowing and litter removal requirements would be curtailed dur-

ing the winter months, anyway. 
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Recommendation #40 
 

The Nevada Department of Transportation (NDOT) should commission a study of the 

costs and benefits associated with providing roadway maintenance by NDOT mainte-

nance crews compared to outsourcing the same maintenance activities and develop de-

cision factors for outsourcing such maintenance. 

 

Issue:  
NDOT currently owns large amounts of construction equipment to accomplish roadway maintenance 

which it has historically performed.  In order to amortize the costs of owning and maintaining this equip-

ment inventory and because it allows the Department to perform other construction and maintenance tasks 

at nominally lower costs, it seeks to put available equipment and personnel to work on projects which 

could be cost effectively outsourced.  Such outsourcing would allow NDOT to reduce its equipment inven-

tory and some personnel, thereby saving the costs of acquiring and maintaining unnecessary equipment 

along with significant personnel expenses. 

 

Start-Up Cost Estimate:  Not available 
 

Savings/Enhanced Revenue Estimates:  Not available 

 

Explanation: 
NDOT owns and maintains thousands of pieces of equipment.  It has 1464 small vehicles and trucks for 

1750 employees.  It owns large motor graders, medium to large dozers, grinders, milling machines, dis-

tributor trucks, radial stackers and conveyers, all of which are more associated with road construction than 

with road maintenance.  This proposal is to help NDOT develop decision factors for determining whether 

and when to outsource maintenance projects which would allow it to divest itself of large amounts of this 

expensive and problematic equipment.  It seeks to allow NDOT to avoid costly competition with Nevada’s 

large, diverse and cost effective private sector road construction industry. 

 

Some of the decision factors such a study should address are: 

-- emergency and immediate maintenance responses, like snow removal. 

-- short term repairs of limited scope like damaged guard rails, potholes and drainage. 

-- large scale rehabilitations like chip sealing, or large scale contracts like district wide culvert cleaning. 

-- paving and striping where contractors generally have equipment and expertise. 

-- contractor availability, depending on the geographic area involved and mobilization requirements. 

-- time sensitivity.  Except for emergencies, NDOT contracts take 6-9 months to develop, timelines which 

should be thoroughly analyzed in any study. 

-- cost factors. 
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Recommendation #41 
 

Create a communication structure, managed by a Nevada State Grants Coordinator, 

to facilitate dissemination of grant application opportunities and collaborative appli-

cation efforts between agencies, county and local governments and non-profits, and 

identify a resource pool of experts and grant writers to support agencies in preparing 

applications. Create Grant Writer positions in selected state departments based on 

availability of grant opportunities. 
 

Issue:    
On a per capita basis by Federal Agency, Nevada is ranked 50th in the U.S. Census Bureau report on Fed-

eral Aid to States for Fiscal Year 2008. Another Census report shows Nevada’s per capita return on each 

federal tax dollar, as a percent of U.S. per capita levels, at .75 compared with .95 for states in the West Re-

gion. For grants alone, Nevada’s return is .65 compared with 1.06 for the West Region. To ensure that Ne-

vada is getting its share of federal funding, the state should create a structure to assist personnel in various 

agencies in this process.  Currently, a significant number of opportunities for federal funding are not pur-

sued because of inadequate availability of grants writers and a lack of communication structure among 

state agencies and with county, local and non-profit entities.  The creation of a communication structure, 

the addition of a state Grants Coordinator and as many as four grant writer positions will strengthen the 

state’s ability to pursue funding and increase the ability of agencies to partner with each other and with 

outside entities. The return on this investment is estimated at a 3% increase in federal grant funding in year 

one and a 10% increase by year five. 
 

Start-Up Cost Estimate:  $450,000 

Savings/Enhanced Revenue Estimates:  1-Year: $93 million 

 5-Year: $310 million 

Explanation: 
The key to success of central Grants offices in other states is communication. This works in three ways:  1) 

Having designated personnel who track and distribute information on funding opportunities that match 

state programs; 2) Coordinating application efforts among state departments, agencies, and non-profit or-

ganizations; 3) Developing and maintaining communication channels for personnel in the state who are 

responsible for writing applications. 
 

The communication structure to be developed would include the following:  1) Creation of a State Grants 

Coordinator position, likely in the Budget Office; 2) Each state department, agency and division designates 

a key contact for grant information and establishes a communication network to the key contact within the 

agency; 3) A resource pool of existing and retired state workers is identified for subject-specific consulta-

tion and assistance with grant applications; 4) A public grants information website listing contacts, re-

sources, grants that have been awarded to the state, grant opportunity notifications, and research data links; 

5) Grant Writer positions should be added in the Department of Human Services and other state depart-

ments based on availability of grant opportunities; 6) Master Service Agreements (MSAs) should be estab-

lished with outside grant writing contractors for access by agencies on a needs basis with a fund estab-

lished for payments; 7) Agreements with Nevada’s Higher Education System should be established to pro-

vide grant writer interns to state agencies; 8) Opportunities for free training from federal entities should be 

pursued; 9) Interim Finance Committee thresholds for accepting governmental grants should be raised, per 

SAGE Commission Recommendation #33. 
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Recommendation #42 
 

Undertake a pilot project at one or more agencies to implement changes in Ne-

vada’s budget system.  The pilot project should present, in the agencies selected, 

a program budget with clear performance evaluation criteria.  The program 

budget should include funding in broad expenditure categories, as opposed to the 

three-part line item objects of expenditure, and measurable expected results at 

that level of funding should be included. The program budget can be presented 

with, or instead of, the traditional line item budget.  
 

Issue: 
Nevada’s current budget system is flawed in several important respects: 1) The incremental funding ap-

proach (base + maintenance + enhancements) offers no practical way within a short legislative session to 

critically review basic expenditures. The majority of the time is spent considering add-ons. 2) The perform-

ance measures included are, for the most part, ignored for purposes of making funding decisions. 3) Line 

item budgeting focuses attention on the details of the budget instead of the anticipated results of the pro-

gram 

 

Start-up Cost Estimate:    Unknown  
  (minimal) 

Savings/Enhanced Revenue Projection:    None  
  (will improve effectiveness) 

 

Explanation: 
A program budget would be structured in a results-oriented way with funding based on tasks to be accom-

plished provided in flexible categories instead of inflexible, object-of-expenditure line items. Performance 

evaluation criteria must be developed for all programs. 

Budgeting decisions would be based on a review of performance evaluation data from the previous budget 

cycle instead of just starting with the last cycle’s budget and adding on for increased workload, inflation, 

etc.  The “base” budget would be subject to a review each cycle at the program level, not the line item or 

category level. 
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Recommendation #43 
 

A method of establishing budget funding priorities based on different levels of  

expected revenues should be adopted. 
 

 

Issue:  
Lack of funding priorities developed during the construction of the budget leads to across-the-board type 

cuts when revenues come in below forecasts.  This results in critical programs being reduced to the same 

extent as non-critical programs. Reductions in critical programs may become necessary eventually but non-

critical programs should be reduced or eliminated first. 

 

 

Start-Up Cost Estimate:  Unknown 
   (minimal) 

Savings/Enhanced Revenue Estimate  None 
  (directly) 

 

Explanation: 
Priority funding budgeting would require the Governor and then the Legislature to establish program fund-

ing priorities each budget cycle.  The priorities would be grouped into broad bands (or “buckets”), for ex-

ample, A, B and C.  Band A priorities would include critical services that should be funded if at all possi-

ble.  Band B would include services that the Governor and Legislature would like to fund if revenues are 

available. Band C would include programs to be funded if revenues exceed expectations. 

 

The State must collect enough revenue to fund all programs in Band A before Band B can be funded.  All 

of Band B must be funded before the Band C items.  Since the A Band is a conservative level of funding, it 

has a very high chance of being reached.  The B Band has a lesser chance, and so on, with the last Band 

usually not being funded unless the economy well outperforms forecasts. 

 

This process allows priority setting each biennium and provides an orderly process for cutting if the econ-

omy experiences a downturn.  The State of Arkansas has successfully used such a priority funding system 

since 1945. 
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Recommendation #44 
 

Increase efforts to reduce costs for prescription drugs in the departments of Health 

and Human Services and Corrections by continuing ongoing programs and investi-

gating new initiatives.   
 

Issue: 
The State of Nevada spends over $126 million per year on prescription drugs through its Medicaid, Mental 

Health, Corrections and other programs.  The costs of these drugs have increased historically at a rate sig-

nificantly higher than inflation.  If these costs could be better controlled then significant savings could be 

realized.   

 

Start-up Cost Estimate:    Unknown 

Savings/Enhanced Revenue Projection:   1 Year $5.1 million* 
 *Based on increased usage, to 50%, of generic anti-psychotic drugs only.  

 Estimates are not possible on other elements of this proposal. 

 5 Year $27.8 million* 
 

 

Explanation: 
Reductions in drug costs are possible by pursuing initiatives in several areas as indicated below: 

1) Continue efforts by Department of Health and Human Services to qualify for special pricing available 

under The 340B Drug Pricing Program of Public Law 102-585, the Veterans Health Care Act of 1992. 

Indications are that Medicaid, Mental Health, and Corrections are excluded from this pricing.  How-

ever, mental health patients, and perhaps others, may become eligible through federally qualified health 

centers. 

2) Expand efforts, including review of NRS restrictions, to maximize use of generic drugs.  The percent of 

generic drugs used is very high for most kinds of drugs. The exceptions are anti-psychotic and some 

anti-depressants. Since the cost of generics can be 20% to 40% of the cost of brand name drugs, efforts 

should be made to use generics where appropriate. 

3) Although State Purchasing has been able to hold down Nevada’s costs with very advantageous pricing 

it obtained through a multi-state purchasing consortium, the other consortia in existence, and there are 

several, should be reviewed periodically to ensure best pricing. 

4) Ensure that both quantity and dosage limits are in place to minimize waste. 

5) Investigate the effect on drugs costs overall if other governmental entities within the state such as pub-

lic hospitals and the Public Employee Benefits Program combined their purchasing power with the 

state. 

6) Ensure that care coordination (case management and prescription management) is maximized to in-

crease effectiveness of treatment and minimize waste. 

 
 


