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PREFACE
Public financing for education and an array of other children's services has become a topic of
significant interest and political concern. Growing skepticism among a critical mass of American'
voters and taicpayers has fueled doubts about the ability of government to solve probleMs and.
provide basic supports and services that enhance the quality of life in their communities. Many
believe government is too bigthat it's too expensive, and that it doesn't *ork very well.

Despite steadily increasing public expenditures for health, education, welfare, human-
servic6, and public safety over the past two decades, seemingly intractable problems persist.
Nearly a quarter of the children in the U.S. are poor and live in families and communities that are
unable to meet their basic needs. Schocils have become increasingly expensive, but student ,
achievement has not matched the rising costs and dropout rates- remain unacceptably high.
Health care costs continue to go up, yet many Americans can't get the services they need, and
with each , passing year their health care dollars buy less. Criminal justice demands a

' dramatically increasing share of public dollarsfor police officers, judges, and jailsbut
neighborhood streets don't seem any safer.

,Voters have spoken clearly'. They want more for their moneymore and better, services,
yes, but alsO balanced budgets and cuts in inCome and property taxes. After more than a decade
of chronic deficits, they want government at all levels to operate more effectively and efficiently.
They don't want to dismantle government, but rather they want government to meet vital public
needs and make a more visible difference in their lives.

Elected officials and other policy makers have responded, to public ' concern and
dissatisfaction by focusing more explicitly on the results of the programs and initiatives that they
develop and fund. Reformers have sought to redefine the missions of public programs. and
agencies, to modify flOw services are delivered, to measure how well government'programs and
agencies are performing, and to feed information about ,performance back into planning,
budgeting, management, and accountability systems. While the ,federal government's National
Performance Review and its 'initiatives to "reinvent government" may be the most prominent
exaMples of this focus on results, there are countless other efforts at the state and local levels that
span the divisions of ideology, political party, and the executive and legislative branches of
government.

Focusing on results is particularly important for programs and policies serving children and
their families. The future well-being of the nation is obviously tied to children's healthy
development. Yet policy makers and citizens alike may be inclined to reduce their commitment
tci critical supports and services without strOng evidence that these investments yield results that
society cares about, such as healthy children, children succeeding in school, strong families, and
safe homes and neighborhoods. ,

Unfortunately, many of the efforts to implement a results frameworkfor public programs
generally, as well as those targeted to children and their familieshave been marred by
confusion about terms and basic definitions, insufficient political understanding and support, the
difficulty of identifying appropriate results and performance measures, and the challenges of
overhauling existing planning, budgeting, and management systems. , Policy makers trying to
implement results-based systems have enthusiastically set out in many different directions, but
often without a particular destination or a map to help them get there.

The Finance Project, established by a consortium of national foUndations, conducts an
ambitious 'agenda of policy research and development activities to improve the effectiveness,
efficiency, and equity of public financing for education and other, children's services. Among
these efforts, is assisting with the important work of achieving and measuring .important
outComes.for children, their families, and the coinmunities in which they live. To guide its work
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in this area, The Finance Project created a Working Group on Results-Based Planning, Budgeting,
Management, and Accountability Systems.

Under the direction of the working group, a Strategy Map for Results-Based Budgeting was
designed as a road map for those desiring to incorporate results in their planning and budgeting
systems. The Strategy Map defines results, indicators, and performance measures and offers a
framework for choosing them. It describes the produas and competencies required for designing
and putting into place a results-oriented budgeting system and discusses lessons from existing
initiatives to define, meaSure, and achieve results. It suggests how to build political and
community support, how to reallocate resources and tie them to results, how to integrate results-
based budgeting into an existing budgeting process, and how to avoid common pitfalls. It serves
as a framework for a series of papers and tool kits for creating results-based planning and
budgeting systems that are undei development by The Finance Project: a guide to results and
indicators, a guide to performance measures, a tool kit on children's budgets, and a paper
presenting a cost-of-filure/cost-of-bad-results prototype and analysis.

This paper, A Guide to Developing and Using Pmformance Measures in Results-based Budgeting,
is one of the tools that the Strategy Map spawned. It is intended as a user-friendly guide for
taking steps to hold initiatives accountable for their performance by meeting reasonable targets
while maintaining a focus on overall desired results. It is a guide to creating performance
accountability' within a results framework. It presents characteristics of an effectiye performance
measurement system, examples of state and local performance measurement systems, and a
"four-quadrant approach" for developing performance measures that are useful, quantifiable,
and that fit into a more broad performance measurement framework.

The paper was prepared by Mark Friedman of the Fiscal Policy Studies Institute. He and I
would like to recognize Anna Danegger and Jason Juffras, who as Finance Project staff members
assisted in research, conceptualization, and production of this paper. And we would like to
thank John Barton, Trine Bech, Peggy O'Sullivan Kachel, John Dorman, Ginny McKay, Jo lie Bain
Pillsbury, Joan Reeves, Verne Skagerberg, and Mary Weidner for their significant assistance. The
information that they provided and their helpful and constructive comments are reflected in the
paper that follows.

Cheryl D. Hayes
Executive Director
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"Cheshire Cat," Alice began, "Would you tell me, please, which way I ought
to go from here?" "That depends a good deal on where you want to get to," ,

said the Cat.
- Lewis Carroll

Hoiirs after the last familiar sign, the driver kept up a steady pace. "We're
lost, arent we?" said the passenger. "Yes," said the driver, "But we're
making good time, dont you think?"

- Anon.

"Thank God we dont get the government we pay for."
Will Rogers

I. INTRODUCTION
Will Rogers cynicism about the performance of government still captures a, common, if not
always constructive, part of public life at the end of the 20th century. And as contract
"relationships blur the boundaries between the, publie and private sectors, confidence in
priVate-sector programs has eroded as well, sometimes as guilt by association. The toll is
arguably highest among programs that provide health, education, and social services for
families and children. If the public is right, if the performance of these programS is riot what
it should be, then how can we do better? .And before we answer that. question, how do we
know that we are doing badly? How do we know what "better" is? ThiS paper is about
answering, these common-sense questions. It addresses the, -art of knowing whether our
programs and agencies are succeeding or failing, and how, to use performance accountability
to improve performance.

The title of this paper contains a crucial distinction between two types of accountability:
accountability for results and accountability for performance. Results accountability, deals
with conditions of well-being for children, families, and communities that cut across agencies
and programs.' Performance accountability is that part of results accountability concerned
with how well agencies and programs perform. Taken together, these two levels of
accountability cover ,the whole range of questions from the broadest-level view, of community
accountability for' child and family well-being to the smallest increment-of performance by a
particular program (and even a particular individual)!

This papei is part of a series of,papers published by The Finance Project on the subject
of results accountability. A Strategy Map for Results-based Budgeting addresses what a results-
based budgeting systein might look like and how to begin to put it in place. This paper
addresses the challenge, embedded in the first, of how to hold programsaCcountable for the

' While this paper-uses examples primarily from the realm of child and family services,

the concepts can be applied to public and-private services of all types.

2 See From Outcomes to' Budgets, July 1995, from the Center for the Study of Social Policy,
Washington, D.C., and A Strategy Map for Results Based Budgeiing, September 1996, from ,The
Finance Project, WashingtOn, D.C., for a more complete discussion of results-based decision
making and budgeting:



best possible performance, while ensuring that their performance is aligned with, and
supports, overall efforts to improve resultsin other words, how to create performance
accountability within a results framework.

II. STARTING POINTS
We -start with a few conventions' that will help us work on performance measurement in a
clear and disciplined way.

A. First, Words about Language (again)
There is an astounding lack of discipline in the use of language in the current work on child
and family well-being. It is quite common to find people using the same terms in different,
sometimes contradictory, ways, and then wondering why they are not making progress.
Processes without a common language tend to be frustrating and unproductive.

The following definitions provide the conceptual starting point for our discussion of
results and performance accountability.

Result (or Outcome)4: A "result" is a bottom line condition of well-being for chikiren,
families, or communities. Results are matters of Common sense, above and beyond the
jargon of bureaucracy. They are about the fundamental interests of citizens and the
fundamental purposes of government. Results are, by definition, not "owned" by any
single agency or system. They cross over agency and program lines, and public and
private sectors. ExaMples of results include: children born healthy, children ready for
school, children succeeding in school, young people avoiding trouble, stable and self-
sufficient families, and safe and supportiVe communities.

Indicator (or Benchmark):5: An "indicator" is a measure, for which we have data, that
helps quantify the achievement of a desired result. Indicators help answer the question:
"How would we know a result if we achieved it?" Examples of indicators include: rates of
preventable disease among children; reading and math achievement scores; high school
graduation rates; rates of teen pregnancy and drug use; and crime rates.

Performance measure: A "performance measure" is a measure of how well public or
private agencies and programs are working. Typical performance measures address
matters of timeliness, cost-effectiveness, and compliance with standards. Examples of
performance measures include: percentage of child abuSe investigations initiated Within 24

hours of a report; amount of child support collected for each dollar ,expended on child
support enforcement; and police or fire response time.

Other conventions available in earlier papers: Shriners, Geneva, Blackwood.

, In some parts of the country, the term "outcome". has taken on a political meaning very
different from the way in which we use the term here. Our use of "outCome" to mean a
condition of well-being for children, families, or communities stands in contrast to its usage in
the outcome-based education debate, where the term describes new approaches to measuring a
student's knowledge and skills. For this reason, we will give preference to the term "result" in

the sections that follow.

5 Note the difference In the way in which the term "benchmark" is used in public- and
private-sector applications. The public sector often uses the term "benchmark" to mean an
indicator or performance measure. The private sector uses the term to mean a particular level of
(desired and achievable) performance. See the discussion that follows in Section V-E.
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Performance measures are absolutely essential for running programs well. But they are
very different from results and indicators. They have to do with our -Service Tesponse to
social problems, not the conditions that we are trying to improVe. It is possible, even
cominon, for individual progranis to,be successful, while overall conditions get worse.

The key distinction in this set of definitions is between endS and means. Results and
indicators have to do with ends. Performance measures and the programs they describe have
to .do with means. The end we seek 'is riot "better service"6 but :better results. These
distinctions will help us to describe budgeting processes built on clear,thinking about what
we wish to achieve and the strategies that we choose to get there,

B. The Change-Agent vs. Inchistrial Model of Services
Much of the tradition of performance measurement comes from the private sector and, in
particular, the industrial part of the private sector. Work measurementdating back to the
time and motion studies of the late 19th and earlY 20th centurieslooked at how to iniprove
production. 'Industrial processes turn raw materials into finished products. The raw
materials are the inputs; the finished products are the outputs.

This model does not translate very well into public Or private seetor enterprises that
provide services.' It doe§ not make much ,sense to think of clients, workers, and office
equipment as inputs tO the service sausage machine, churning out served, aired, or fixed
clients: Instead, we need to begin thinking about services in terms of the change-agent
model. The °agency or prograrn,provides serviCes (inputs) that act upon the environment to
produce demonstrable changes in the Well-being of clients, families, or ,communities
(outputs). .

One common situation illustrates the problems that arise when industrial-model
thinking is applied to services'. It is the belief that the number of clients served is an output.
("We have, assembled all theSe workers in all this office space, and we are in the business of
processing unserved clients into served clients.") This miSapplicatiori of industrial-
performance concepts to services captures much of what iS wrong with the way we meisure
human-service performance today. ,"Number of clients served" is not an output. It is an
input, an action that shoUld lead tO a change in client or social conditionsthe real output we
are looking for. [",We served 100 clients (input) and 50 of them got jobs (output) and 40 of
them still had jobs a year later (even more important output)."] This is a Whole different
frame of mind and a whole different approach tO performance measurement.

A. closely related industrial-model problem involves treating dollars spent as inputs,
and clients served as outputs. In this distorted view, dollars are raw materials, and whatever
the program happens to do with those dollars' ire outputs. It is easy to see why this
oversimplification fails to meet the public's need for accountability. In this construct, the
mere fact that the government spent all the money it received is a type of performance
measurement. This is surely a form of intellectual, andperhaps literal, bankruptcy': In this

6 Or even "integrated service." SerVice integration is a means, not an end initself.

7 It is important to note that performance, work in the private sector, including the
"industrial" sector, has gone beyond the simple model noted here. In particular, the growing
corporate service sector has many companies that have successfully addressed the challenges
discussed in this paper. The intent here is,not to set Up industTial models and measurements as
staw men, but to suggest that some public and privite agencies are still stuck with performance
models that do not work well for service organizations.
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perverse scheme, -almost all the agency's data are purportedly about outputs. This gives the
agency the appearance of being output-oriented and very progressive. It just doesn't happen
to mean anything.

Much of the confusion about performance measurement derives from the attempt to
impose industrial-model concepts on change-agent services. The best model would be one
that could span industrial and change-agent applications. Some government services still
involve industrial-type production (although these are often the best . candidates for
privatization and a diminishing breed.) In other" cases, the service itself (or components of the
service) has product-like characteristics, and industrial model concepts apply well. But most
government and private-sector human services fall into the change-agent category. We will

concentrate the following discussion on services that fit the change-agent model, but the
approach described in Section III can be used for either industrial or change-agent
applications.

C. Point of View
Finally, as you may have guessed by how, this is a paper with a point of view. It is not a
neutral summary of work in the field. It does not hold all performance measures or
measurement systems to be created equal. Rather, it proposes a way to approach
performance measurement in what we hope will be a clear, common-sense, and, most of all,
useful way. What may be seen as implied criticism of other approaches is not intended to
diminish the value of this other work, or to set up the approach offered here as inherently
superior. The business of public accountability is extraordinarily difficult and often thankless
work. The states, counties, and communities referenced here deserve great credit for their
efforts. Only by trying things and learning from each other will we have a chance to make,
measurable progress on performance accountability.

III. AN APPROACH TO PERFORMANCE MEASUREMENT
In this section, we offer an approach to performance measurement. While this is only one of
many possible approaches; we think that it is worth consideration for two reasons:

First, it aligns precisely with the results-based decision-making and budgeting
framework presented in earlier work. This means that these two pieces together provide an
approach to accountability that spans the distance from the highest-level view of ihe well-
being of children and families (across agencies and across communities) to the loWest-level
,view of how individual programs (and even individuals within organizations) perform.

Second, this approach to performance measurement can be used to assess other
performance measurement systems for completeness. We believe that the four-quadrant
approach to developing performance measures described below provides a framework that
accounts for the way that most, if not all, performance measurement systems fit together.

A. The Four-Quadrant Approach to Performance Measurement
A lens through which to view the field of perfonnance measurement
The heart of any performance measurement system is the way in which data are categbriied,
selected, and used. The various approaches to performance measurement have produced
different ways of doing this. In this section, we offer a scheme for categorizing and selecting
performance measures. In Section IV . we discuss the characteristics of an effective
performance measurement system. And in Section V we address the matter of how
performance measures can be used.

Let's cut this problem down to its bare essentials: how do we chOose data elemenislo
measure performance? If we can answer this question, much of the rest iollows suit.

4 THE FINANCE PROJECT 1



All work on performance measurement tries to answer two, sets of interlocking
questions:

o_

0

QUANTITY 6UAL1TY

k

How
Much

How
Well

(crossed with)

Effort
How hard did we try?

Effect
What did we produce?

12

FPS 1996
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We therefore ieach the f011owing bold...

Assertion: All performance measures can be sorted into four categories, represented
by the following four-quadrant matrix:

0_

0

Performance Measures

QUANTITY QUALITY

How Much
Service

Did We Deliver?

How Well
Did We Deliver

Service?

How Much
Did We

Produce?

How. Good
Were

Our Products?
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This sorting scheme allovis us to pose and answer some common sense queStions about
performance. These are shown in their most basic form in the chart on the previous page.

Upper-left quadrant: How much service did we deliver? How much effort did we
put into service delivery? How hard did we try?

Upper-right quadrant: How well did we deliver service? How well did.we treat
our customers? Was service courteous, timely, accessible, consistent, etc.?

Lower-left quadrant: How much did we produce? How many clients or
customers showed an improVement in well-being? How much do we have to show
for Our service?

,

Lower-right quadrant: How good were our products? What percentage of oUr
clients or customers showed improvement? What do we have to show for our
service in terms of output quality?

One of the immediate consequences of this sorting scheme is that not all of these
qUestions are equally important. We are (or we should be) far more interested in quality
than in quantity. And it is not enough to count effort; we must also measure effect.

Not' All Performance Measures
Are Created Equal

QUANTITY QUALITY

4th
(Least Important)

2nd

(Most.Important)

1 4

FPSI 1996
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Many performance measurement documents provide a great deal of information on
quantity of input (upper left), but very little on quality and output (the other three
quadrants). Performance measures tend to deal exclusively with how many clients were
Served, how many applications were processed,, etc. In some cases, these systems put
forward even less appropriate industrial-model quantity measures, such as "how many
workers do we have, how much space, how much money, etc.," not how much was
produced, and how well.

This matrix allows us to separate the wheat from the chaff in selecting performance
measures. Performance measurement should focus on the quality column measures and, in
particular, on the quality of output measures.. Therefore, we can actually assign an order of
importance to the four quadrants as shown above. We need to move from our preoccupation
with the upper-left quadrant, toward the upper- and lower-right quadrants.

B. "Get to the Point"8 Planning
Notice how we have skipped right past mission, vision, values, purpose, goals, and objectives
and gone directly to performance measures. Now, this goes against the orthodoxy of the
planning and budgeting profession, but it is possible and even desirable to do this. First, it
gets people into the work right away. Second, it gets us past the tyranny of planning systems
that decree that the work is linear and that program measurements must somehow be
derived from higher-level statements of purpose. Baloney.

There is no reason to start with agency mission. It can, in fact, be argued that, by
working down from results and up from programs, agency mission statements become a by-
product of this work. Mission statements and their attendants, retainers, and attorneys help
articulate why the agency existshow it contributes to improving resultsand generally
how it goes about doing this. But there is no reason to wait for the perfect articulation of
mission before getting about the business of selecting performance measures.

You can go back and do the mission(ary) stuff later if you want. It is probably a good
idea for agencies to be able to state in a few phrases what they are about. But it is
unnecessarily time-consuming and burdensome to try to develop performance measures
from these statements, as if it is a matter of mathematical derivation. Unless you are thinking
of creating a brand new agency,,most people who face performance measurement challenges
have programs that need performance measurement in practical forms right now.

Think about it this way: results accountability tells us whether a program should exist
(or.not) as part of our larger strategy to improve ("turn the curve") on child and family well-
being.9 Performance measurement picks up at this point, takes as given that the program
needs to be there, and moves to the next stepof answering whether it is working or not. .

"Traditional" planning systems spend an inordinate amount of time on preliminaries
before people actually get to talk about how to measure performance. By going straight to
the business of selecting performance measures, we ease the frustration and associated
cynicism that go with Complex planning processes. We also get to the heart of what may be
the benefit of performance measurement, namely, a disciplined way to use data in the day-to-
day management of programs.1'

For crying out loud.

9 See the disCussion of "turning the curve" in the "Strategy Map" paper, pages 5-7 and 41.

1" The Treasury Department survey of major corporations found that 90% of all measures
in actual use were "developed as part of some unit-initiated improvement effort." (Performance

Measurement: Report on A Survey of Private Sector 'Performance Measures, Department of the
Treasury, January 1993, page 11.)

1 5
THE FINANCE PROJECT



I.

Another benefit of this four-part system is its simplicity and (arguable) common sense.
Many performance measurement systems suffer from the 'creation of so many special terms

,
and variations on special terms that it is hard to keep them straight. (Ten or more types of
performance measures are not uncommon.) Some of this problem derives from the fact that

. these systems often do not distinguish between results, indicators, arid performance
-measures, and thus create 'unnecessary complexity trying to keep this straight Another
related problem comes from an attempt to strictly define how many "levels" there are 'to a
performance system. Some performance systems call performance measures by different.
names at different levels of the organization. This does not work well, because there are
-varying numbers of layers in different organizations. Iri the four-quadrant approach, we
have a single framework that is repeated, in more or less the same way, through as many
levels as exist in a given organization."

C. Examples of Program Performance Measures Using the Four-Quadrant Approach
Following are some examples of performance measures using the four-quadrant approach.
Tor purposes of illustration, we phrase each entry in terms of a question, but, in practice, the'
entries for each quadrant are data elements that answer the question.

Education
Quantity Quality

,

E How many students did we serve this

year?

,

0 What was our student/teacher ratio? '

0 What percent of our teaChers have

advanced degrees?

7.1 How "rich" is our extracurricular program?
.

,

= How many children graduated?

= How many children dropped out?

7 What percent graduated, on time?

0 What percent completed advanCed ,

placement courses? ,

E: What percent entered work or college

after graduation?

= What were average earnings for our

students 2 and 5 years later?

" For those interested in the parallel to fractal gethrietry, see Chaos, Making a Nero Science,
JaMes Gleick; 1987, page 98.

16
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C.

0.

0

Health
Quantity Quality

0 How many patients have we served?

0 How many clients are enrolled?

0 How long is the wait for an appointment?
0 How accessible are our offices (% of

patients within 20 minute trip from

home or school)?

0 How often do we see children at or near

their school? ,

0 What percent of children, receive well-

baby or preventive appointments?

,

For our client population:

C How many acute-care visits?

CI How many hospital days?

0 How many preventable illnesses?

0 How many heatthy births? :

For our client population: -

0 What percent of.children are fully

immunized .

0 What percent of births are healthy? (low

birthweight % or birth complications %)

0 What percent of children experience

preventable illneas?

.

Chiid Welfare
QuantitY Quality

C How many foster children dld we serve?

13 How'marty child abuse investigations

dicl we complete? ..

.

0 How often dld children change foster

care placement?

0 How many abuse investigations were

initiated within 24 hours?

0 What is the average length of stay in

foster care?

0 What is the average Wait for adoption?

0 How many foster children were reunified 0 What percent repeat abuse reports were

with their natural families? received on reunification cases?

0 How many foster children were.placed in 0 What percent of adoptive placements

permanent adoptive homes? . were stable one year. Pm years later?

C. Hovimany child abuse cases resulted in a What percent of foster children graduated

children able to stay safely at home? on time from high school? What percent

entered the wortforce?

Welfare "Reformed"
Quantity Quality

0 How many clientsftamilies did we serve?

.0 How many we placed in job (raining?

0 What percent of those served had

employment support-plan needs met?

(e.g. child care, transportation etc.)

0 What percent of those served were long-

term recipient cases?

0 How many clients succesifully completed 0 What percent of clients served were

employment training? ' . employed?

0 How many were employed in non- 0 What was the job retention rate at 6

subsidized employment? 12. and 24 months?

0 What percent of jobs had health

insurance? .

0 ' What waS the costfbeneftt ratio of the

employment program? (direct costs vs.
reduced/avoided welfare payments)

0 What was the welfare reentry rate?
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5
0

50

a.

0

Mental Health
Quantity Quality

0 How many service appointments

"(inpatient and outpatient) did we
,

complete?

_0 How many hours of treatment did we

provide?

0 What percent of service was in-home?

-0 How long is our waiting list for service?

0 How long until the next "opening in the

appointment schedule?

For our client population:
0 How many client's are living safely

at home?

0 How many of our clients are in school

or employed?

.

For our client pOpulation: ,

d What percent of our clients are riving

safely at home?'

0 What percent are in School or employed?

b What percent show demonstrable

improvement in functioning?

J,uvenile Justice
Quantity Quality

0 How many children are in custody (by

ege, offense and type of placement)?

,

,
0 What percent of children are in

coinmunity based.vs. institutionalcare?

0 What is the average caseload for juvenile

probation workers?

0 What percent of Children in custody are

in sChool or training? ,

0 How many children in custody are 0 What percent of children in custody are.

repeat offenders? repeat offenders?

0 How many showed an increase in the 0 What percent showed an increase in the ,

seriousness of offense? seriousness of offense?
0 How many children who leave the system 0 What percent of children who leave the

are in school or jobs?
, system are in School or jobs?

,

Child Care Licensing
Quantity Quality

0 How Many applications did we proceSs?

0 How Many inspections did we do?

0 l-low many recruitment sessions did

we Conduct?

0 What percent of applications were

processed On time?

b How many complaints did we reaive

about delays? What pertent of total

applicatioa?

0 How many new centers, new child care

slots were opened?

b What percent of licensed child care

providers met safety/quality standards?

0 Haw many child injuries in care were

reported?

' 0 What percent of child care is provided by

licensed vi. Unlicensed brOviders?

THE FINANCE PROJECT 11



D. Links to Other Perforinance Measurement Frameworks
One of the interesting features of the four-quadrant framework is its ready connection to
terms used in past work on performance measurement. This connection can help explain
how other uses of terminology address different dimensions of performance measurement.

Consider, for example:

1. Efficiency and effectiveness: This is the classic set of terms in performance
measurement, an age-old, time-honored, and generally usable approach. Efficiency

measures are upper-right-quadrant measures that typically take the form of ratios' of
activity to resources. For example, cost per client served; direct service as a percent of
total agency expenditures, or its inverse; administrative, overhead costs, percentage of
total expenditures, are all measures of service efficiency. Such statements can not
usually stand alone. A highly efficient service might not be a very good one. We must
look to other quality-of-service (upper-right quadrant) measures like customer
satisfaction. And measures of efficiency must be paired with the lower-left- and lower-
right-quadrant-statements about what is producedeffectiveness (e.g., number or
percentage of clients placed in jobs; number or perCentage Of students who graduate and
go on to employment). The efficiency and effectiveness construct accounts for portions
of 3 of the 4 quadrants.

Links to Other
Performance Measurement Terms

Process o---0-2

Product .-/

12 THE FINANCE PROJECT
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Efficiency, administrative overhead

+ Customer satisfaction
Staffing ratios:staff turnover
Access, waiting time, waiting lists

Cost/Benefit
Return on Investment

Effectiveness
Client "results or outcomes"
Value Added
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2. Cost-benefit and ,return-on-investment" measures are enormously important lower-
right-quadrant measures of output. Cost-benefit ratios Compare the quantity of benefit
(lower left) to the cost of that benefit (for exarnple, cost per job placement for an
employment program, or cost per dollar_ collected in a child support enforcement
program). This ratio goes beyond stating how much was produced and tells something
about the quality of the production process itself, or how much we are getting for our
expenditure. (Remember, the quadrants are measuring the service itself, as" well as the
service "products.") Taking cost-benefit measures a Step further, we have rates of return

, on investment, which are also loWer-right-quadrant measures. (By Some estimates, for
example, we reduce or aVoid ,$10 to $14 dollars in health care costs. for each dollar
expended on immunizatiOns.") When this information is availableor can be created
for human service programs, it can be of great value in choosing where best to invest
money to produce the optimal set of "client reSults.""

3. Customer satisfaction: Measures of customer satisfaction are permanent residents of
the quality-of-service-delivery (upper right) quadrant: Such measures almost always
capture important information about how- well service is delivered. Customer
satisfaction can tell us if the service is timely or accessible, or if the workers are
courteous and helpful. It is possible, however, to have cuStomers who are perfectly
satisfied with a *poor-quality service. We might find, for example, that drug-treatment
clients in a poorly performing addiction treatment program are very satisfied with the
service, in part because it does not push them very hard to change behavior. In this
case, customer satisfaction does not measure the quality of output

Customer satisfaction can be a measure of output quality in enterprises where
products are -Sold to customers (e.g., 'cars) or where the .service is the ',product (e.g.,
haircuts). In child-support enforcement, for example, customer satisfaction is probably a
good (lower-right) measure of the quality of outputs, since single-parent customers, who
do not receive required ,child-support payments are not likely. to ,be satisfied with the
Service. The fact that they may be treated` courteously (upper-right measure) will not
countfor much in comparison.

The point is that the decision about where to place customersatisfaction data, and
how to interpret and use the data, depends on the service itself. The "right place" for
each performance measure can be found by asking which of the four questions in the
chart in Section III-A is answered with the help of these data."

The chart in this section shows the link of other commonly-used performance measures .

to the four quadrants.

" "Report on Children Action Network," American Academy of Pediatrics News, 1991;

as_ referenced in Ready, Willing, and Able?, The National Association of Child Advocates, 1996,

page 27.

" See Deciding for Investment, Getting Returns on Tax Dollars, Affiance for ,Redesigning
Government, National Academy of Public Administration, Jack Brizius and The Design Team,

1994. Iowa's Department of Management and the Iowa Council on Human Investment have
made significant progress using this approach.

" This is an important lesson that has emerged from recent work using the four-quadrant
approach We do not need a complex'set of rules about how to sort performance measures. Use
of the questions as, a sorting guide is a way to keep the common-sense nature of this work in

focus.
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E. The Link between Community-wide Results and Client "Results"
An interesting and important connection emerges when we examine performance measures
from the quality/output quadrant. -Many of these measures sound like indicators of well-
being for children, families, and communities, exactly what we were measuring in the cross-
agency results-accountability system. The relationship is shown on the following chart.

Department of .(Health and Human Services)
Resutts and Indicators

Measures of Child, Family or Community Well-Being
for which we share responsibility with community partners

Healthy Births
- Rate of low birthweight babies

Stable 'Families
Rates of actual child abuse and neglect

Children Succeeding in School
- Percent graduating from high school on time

Community-Wide
Results

Performance Measures

Measures, of agency or program effectiveness

for which we are principal owners
Program or Subpmgram

Camay Quality

Customer
or Client
Results

21
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This alignment Of performance measures at the program level with results and'

111
indicators at- the community level is a highly desirable characteristic of the four-quadrant
framework, and is not surprisMg when you think about it. Often the difference between

111
what we are trying to accomplish at the program and community levels differs only in
matters of scale. Quality of output performance measures for programs will often be similar

111
to cOmmunity-wide indicators except for the scale differeike between a client population
and the total population. This may allow us to use the results/indicator framework adopted

111
,by a State, city, county, or community to' "test" the selection of performance measures by
various agencies to see if program-performanCe measurement aligns with what we are trying

II to accomplish at the community level. .

. A more important aspect of this alignment relates to the role of performance measures

li in funding what works A central challenge in results-based budgeting is the development of
cross-agency and cross-community strategies tO measurably improve child and family well-

111
beine Lower-right-quadrant performance measures can help identify the best programs 'to

- include in such strategies, by showing how candidate prograths improve, or fail to improve,

III the well-being of children and families in their client populations.
,

F. Results-based and Performance-based Budgeting Formats
These relationships also begin to suggest an approach to organizing and formatting a reSults-
based budget. Such a format would incorporate both the broad cross-agency strategies to
him the curve on indicators of well-being, and also the detailed .budgets for individual'
agencies -and their programs. In effect, such a budget would have two sections, comparable
to the top and bottom of the page in the chart above..

, Part I of this budget would be organized by result, presenting strategies that cross
agency, and program lines. Several pages would be devoted to the presentation of the
strategy for achieving a given result, such as "children succeeding in school." This

presentation would include the following sections:

Section't Baselines: The history of our past performance on the three .most important
indicators of "children succeeding in school." Also, a presentation of our best forecast
of where we are headed on these indicators if .we stay on our current course.. Usually,
this involves a range of forecast scenarios (best case, likely case, and worst case).

Section 2: The story behind each of these baselines: Why do the baselines look the way
they do? What got tis to where we are now? What are the forces at work? What is our
reasoning behind the forecasts?

Section 3: What Works: What does our experience tell us about what works in order to
do better than the baseline? What does research tell us (if anything)? What has worked

in other jurisdictions?-

Section 4: Strategy: What have we done and what do we propose to do to iMprove?
What is our cross-agency, cross-sect& strategy to do this over the next several years.

Part II of the budget would present budget information not by, result, but by agency,
program, and sub-program. This is the way most budgets are now organized. ThiS section of
the biidget would present performance measures in a way that parallels the use of indicators

in Part I. So, for each agency, program,and sub-program, the document would present

15 See the discussion of "what works" in A Strategy Map forResults-Based Budgeting, pages

33-35.

111

111
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Section Three baselines with forecasts for the three primary performance measures
for a given program or sub-program;

Section 2: A description of the story behind these performance trends;

Section 3: An *explanation of "what works" to turn the curve toward improved
performance; and

Section 4: A presentation of the action agenda and the budget to achieve improved
performance.

This approach to displaying results and performance measures in budget documents
Will be addressed in more detail in future Finance Project papers on results and performance
accountability.

IV. CHARACTERISTICS OF AN EFFECTIVE PERFORMANCE MEASUREMENT SYSTEM
Before we address how to implement a performance measurement system, let's review some
of the characteristics of an effective system:6 These characteristics are not prerequisites, but
rather optimal qualities of a 'fully developed system, which may be usefill in guiding the
development process.

Six Characteristics
of an Effective Performance Measurement System

Credible Fair

Clear Practical

Adaptable Connected

A. Credible
The foremost requirement for a performance measurement system is credibility. Policy
makers and citizens must have confidence that the information produced is accurate and
relevant. Performance measures must be credible representations of the quahtity and quality
of the services provided by an agency or program.

Credibility is partly a matter of the objective accuracy of data, and partly a matter of the
beholder of those data. Perforritance measurement systems must stand the test of capturing
what is most important about a program's performance, both for those managing the
program and those judging its performance. Performance measures that reflect only inputs
or the quantity of goods, and services provided by an agency will usually fall short on this
criterion.

States such as Florida and Minnesota have bolstered the credibility of their indicator
and performance measurement systems by documenting their data systems in considerable
detail. Both states describe the reason each measure is important, what is being measured,
and the data source. External review of performance measures by an independent body is

'6 If your tolerance for largely rhetorical stuff is low at the moment, you may want to skip
ahead to Section V. and come back to this later.
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another important strategy for making 'the data' credible and,powerful. In Texas, the State
Auditor's- Office reviews performance- measures for accuracy.. The Texas State Auditor's
Office also issues guidelines for agencies about how to establish controls over data entry.
State agencies in Texas must explain, how they calculate performance measures, and retain
documentation to support the calculations.

B. Fair'
Performance systems, should, to-the greatest extent possible,.provide fair gauges of agency
'and program performance. This 'means that measures should generally reflect factors and

.
products that agency and program. managers can influence or control. But there is an
important litualification (perhaps trap) here.. There is arguably no prograin effect that is
totally within the control of program managers. Social progranis operate in complex-
environments where performance is affected by economic, demographic, and other forces_
outside the program's Control. This should not serve as an excuse to avoid performance
measurement and accountability, but should help in both choosing .and interpreting
performance data. If control (fairness) were the Overriding prerequisite for performance
measures, then there wouldbe no performance measures.

. .

While no manager controls all the -factors _that affect program performance, 'it is
legitimate for measurement systems to concentrate on bottom-line quality measures; and
stretch people to think of ways in which they can' partner with others fo leverage res6urces
that they do not control, 'in order to improve performance. Child welfare managers can
partner with poliCe and court officials to improve responses to child-abUse reports..
-Education managers_ can-partner with health and' human service providers to improve school
achievement for children in troubled families. Juvenile justice officials can partner with
community organizations to improve recidivism rates. Performance measurement can be
used both to account for what peOple do with what they have and how well they collaborate .

with others who control resources vital to the program's success.
Fairness iS as much a rnatter of how data are used as how they are selected. As

.- discussed below, performance measurement should not be used as a blunt instrument to
punish poor performance, but as a tnol to improve , performance. However, performance
measures that attempt to hold public officials accountable for matters 'wholly beyond their
control fail the fairness test (and will usually fail 'the utility and credibility tests as well). A
common mistake by many states and communities is to use indicators and performance
measures interchangeably, holding public agencies accountable for both. When performance
measures appear to be unfair, they ofteh turn out to be indicators of croSs-agency or -
community well-being, rather than measures of program performance.

C. Clear
1111

Performance measures should be clear and easy to understand and use. If performance
measures are too complicated, they will be of little use in helping decision makers and
citizens understand program performance or pointing out where, improvements are needed.
For example,, decision makers and the public may be able to understand data' on the
percentage of juvenile offenders who commit additional crimes, but they will be much less
able to understand or use a regression-based eight-part cornposite index that compares actual
rates of recidivism to projected rates.

Often, it is not the performance measure itself that lacks clarity, but rather the way that

111 the data are summarized and explained. ,If a school district reports that students who took
Advanced Placement (AP) courses averaged a score of 3 on the AP ,exam, 'it is hard to
interpret what this means. But if we are also informed that, 40 percent of students taking the
exam received college credit then the performance measure is clearer and more useful for

111 policy MakerS and ordinary citizens alike.

2 4
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D. Practical
The performance measurement system should be practical to administer and implement. The
way in which data are collected is a major factor in practicality. A good performance
measurement system requires a significant and sustained investment in data collection. Since
data collection is expensiVe (both in terms of dollars and agency-worker time), agencies must
carefully weigh the value of performance measures, the investment in collection, and
alternate ways to collect this data (e.g., 100% reporting vs. sampies and surveys):

A well-defined data collection strategy is one that does not simply overlay worker
functions with data collection requirements, but is built around line-workers' jobs in such a
way, that the data system becomes a tool to assist in performing those jobs.. Performance
measuiement requirements for an agency should be a natural by-product of such a system.
Consider the ways in which airline reservation systems have been designed to assist the poor
soul trying to check in a 747-worth of passengers. The needs of company executives f011ow
suit. Imagine trying to check in for a flight with a system designed primarily to meet
executive'needs.

. Another dimension of practicality involves the development, operation, and linkage of
data systems. Different agencies often collect information on the same people. While it is_
difficult to do, it makes sense for agencies to coordinate and, where possible, share data-
collection strategies and instruments. Presentation of performance data ,at the county, city,
and cominunity levels also makes the: information more useful. School system data on
educational performance, for example, may' be relevant to. county or school system policy
makers, but data on educational performance by school will more directly help principals and
parents attempting to increase student learning. Data collection and analysis should support
efforts to improve performance at all levels of the system.

E. Adaptable
As public goals and policies change, performance measurement systems must adapt to reflect
these changes. .When programs change, data requirements often change as well. And
performance systems need to keep pace with these changes. However, changes in data
collection create problems of comparability with prior-period data. And this requires an
increased measure of analytic sophistication in tracking performance across discontinuities in
policy.

The most important "adaptability" challenge may be the progressive development of
less categorical cross-agency service systems (including managed' care) for children and
families. These changes hold real promise for more effective and more responsive services.
But "less categoricar does not mean, and cannot mean, "less accountable." New cross-
agency and cross-community service structures will create demands for improved tracking of
service 'effects, even as the categories that underlie traditional. reporting are phased out
Performance systems must develop in parallel with service-system development, so that we
have and maintain the tools to manage and account for our performance.

F. Connected
Finally, performance measures must be connected to and integrated with other aspects of
public planning, budgeting, and management systems. Performance measures are designed
to provide feedback about the effectiveness of agencies, programs and policies. In order for
that feedback to make a difference, it must be integrated into management systems (so that
programs can be modified to perform better), budgeting systems (so dollars and other
resources can be focused on ,programs that work), and accountability' systems (so that
managers can be rewarded for outstanding performance and helped to improVe, when

18 THE FINANCE PROJECT



performance is poor). Some of the specifics of how to design and implement a performance
measurement system that is integrated with planning, budgeting, management, and
accountability systems are discussed in further detail in the,next section.

V. USING PERFORMANCE MEASURES TO IMPROVE PERFORMANCE
The principal Purpose of. performance measurement is, not surprisingly, to , improve
performance. So far, We have dealt only With how to select data, and the principles of
measurement systems, not how 'performance data ,might be used. In this section, we 'offer a
few ideas about how to use perforMance Measures.

A. Building a Performance Measurement System from, the Bottom Up .
Whatever else may be true of performance measurement systems, they almost always
dieplay toci much, not too little, data." Typitally; for each sub-program, 10 or mdre
performance measures are shown. AS we move from sub-program to program to agenCy

levels, the nuMber of displayed performance measures grows exponentially. This provides
executive andlegislatiYe branch decision makers With a sea of data," but no particular way to
sort out what is important from what is not.

. While it makes sense to build performance Measurement systems from the bottom up,
this does not mean that we muet adopt the undisciplined practice of using unlimited numbers
of performance, measures. The first and most important featfire of a good performance
measurement system is -the use of a common-sense approach to "seeing the .forest for the
trees". ,

The first, task is to contain the data .explosion .at each step in the construction process.
For each leyel of performance, we identify the 2, 3, or. 4 most important performance
measuies. Measures not selected here are still important, but do not need to be reported
outside of that. particular performance level. The four-quadrant' sorting bin displayed
previously can be used to help select these measures at each step in the process.

'Using this approach, each level of the performance document or budget has the same
arnount of performance information Organiied in roughlY the same .way. Agency X
monitors its performance on 3 to 4 primary measures. Program X monitors its performance
on 3 .to 4 primary measures. And so forth. More detail is found in eaCh successive level.

In an agency with three levels (agency, program, sub-program) it works like this:

1. For each sub-program:
Identify .the "candidate list" of performan'ce , measures available in the four
quadrants above.
Tick the most important 2, 3, or 4 primary measures: These should generally
come from the right-hand quality quadrants. (See Section-C below for additional
criteria for selecting primary measures.) -

Create baselines with forecasts for these measures.
For each program, repeat this process, using the performance measures of. the
Program's sub-programs as the candidate-measurement list.

3. For the agency as a whole, repeat this process using the agency's program-level
performance measures as the candidate list. .

" This does not mean that there is too much data from which to choose, only_ that too

much of what is available is displayed.

" From 15th-century navigational charts, the exponential monster in the Sea of Data
(Eighth of the Seven Seas).
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1111

111

In the course of this work, it is not uncommon tO find programs, and even whole
agencies, for which there is very little good data. In this case, the data selection process is not

1111about picking the best of good data candidates, but finding any good data candidates. There
are rarely any easy answers to this problem. But it is importanteven -with limited datato

INproceed with development of performance measures and to improve the system over time. It
is sometimes possible to create data, based on sampling techniques (by reading a limited

111number of case records, for example) as a short-term substitute for later data system
development.

.

111A related problem has to do with the relative scarcity of quality measures in daia-
system reports. Most agency data systems count quantity, not quality. Here, one relatively IIsimple solution involves the use of "composite" performance measures, that is, performance
Measures that are created by calculating the ratio of two existing quantity measures., For

IIIexample, many agencies count the number of safety or compliance violations among the
programs they supervise. By itself, the raw count of violation totals does not mean much.

IIIBut by calculating the ratio of program components with reported Violations to total program
components, a useful measure of quality can be created. Most good quality measures,

IIIwhether currently reported or proposed, take the form of composite measures.

111

B. Building a Performance Measurement System from the Top Down
(or a word about that rare occasion when a top-down approach makes sense) III
One of the most common mistakes in the use of performance measurement in management
and budgeting is the tendency, to implement performance measurement all at once, on a III
grand scale: "Starting next week,, every manager of every program and -sub-program must
begin reporting on performance." Mountains of paper are produced. Little of it is used for Ill
anything. People come quickly to resent the intrusion of these new, time-consuming, and
largely useless tasks. And the system is eventually abandoned. Ill

There is nothing wrong with having performance measures for every component of an
agency. But consider a different way of getting there. Imagine that the agency director asked III
each of the people who report directly to her or him 'to bring a few perforMance measures
with them to their next meeting. This could take the form of the four-quadrant chart filled in 1111

with one entry in each quadrant. They could discuss three things:

What do these data tell us about performance?
What more would we like to know? (For example, comparison to last year, last
month, 1-, 2-, or 5-year trends, maybe forecasts of performance.)
Are these the right/best performance measureS? The four-quadrant chart could be
used to add or drop performance measures in these first meetings.

This process could, over a few months, lead to the creation, of a regular performance
report to be reviewed at each meeting: Over time, the performance measures could become
the basis for agreeing on agency, or even personal, goals for performance (and, in the most
advanced scenario, could be used for performance "cOntracting" between the agency head
and the program manager).

By starting the process this way (or using this method to build' on an existing
performance measurement syStem), two very important messages are sent:

Performance measurement iS part of day-to-day management. It is not some back-
burner, humorless, tedious, and irrelevant exercise; and
Top management is modeling behavior for the rest of the organization.

. This is why the top-down approach makes sense in this case. This allows, even
encourages, the senior management to use this same process with the people who report to

111

111
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them, and to build down through the organization. (This is not the way most management

111
books tell you to do it, but it probably works better.)

Still another reason why working from the top down makes sense is that the

II performance measures of individual programs and sub-programs should be tied to the most
important performance measures for .the agency as a whole. If it is done right, working

111
top / down will giye people a sense of what top management sees as important, without
making this an inflexible and domineering perspective.

1 The best work on performance measurement will be, iterative, top/down and
bottom/up. But top-down work of any sort has taken such a beating in the management

1111
literature that we sOmetimes don't recOgnizethe times when it has a legitimate and important
place. This is one of those times.'

MI
. -

M
C. Selecting the Mint Important Performance Measures
Primary vs. Secondary vs. Tertiary Measures
As we have seen, not all performance measures are created equal, and very few performance
systems provide a disciplined focus on a small number of the most important measures. In

a the "Strategy Map" paper, we put forward the notion that not all indicators are equally
important. .

.

a This same principle, applies to performance measurement. We need a system in which
each program (and each agency) is required to select the most important measures of

111
performance and Use these as the foals of performance reporting and accountability. These ..
."primary" performance measures should be selected using the following criteria:

a 1. Measures should be given priorityas shown on' the chart in -Section lIas follows:

lst: Quality of outputs
2nd: Quality of inputs
3rd: Quantity of outputs
4th: Quantity of inputs

2. Primary measures should then nieet the same three tests applied to indicators:'9

Communication PoWer: Does the periormance measure communicate with both
internal and external/public constituencies about "how we are doing"? It is
possible to think of this in terms of a public-square test. If it were necessary to
stand in.a public square and explain the performance of your program with only
two or three pieces of data, what data would you Use? Obviously you could bring
a thick report to the square and begin a long .recitation, but the crowd would thin
quickly- No one will listen to, absorb, or understand more than a few pieces of
descriptive, data. They, must be powerful, common-senk, and compelling, not
arcane and bureaucratic measures. The point here is to develop performance
measures that have power and clarity with diverse audiences.

Proxy. Power: Another simple truth about performance measures, like indicators, is
that they tend to run in herds. If one is going in the right direction, chances are that
many of the,rest are as well: You do not need 20 performance measures telling you
the same thing. Pick the ones that have the greatest proxy power (i.e., those which
are most likely to match the direction of the other measures in the herd).

19 See the "Strategy Map" paper (pages 13-14) for a fuller discussion of these criteria and
their related application to the selection of indicators.

111
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Data Power: And last, but not least, it is important that the performance measures
we choose are ones for which we have quality data and which allow us to see
progressor the lack thereofon a regular and frequent basis. Performance
measures should be available on at least a monthly or quarterly basis. This allows
managers and others to plot the new point on the curve and assess how we are
doing in relation to the baseline.

Performance measures that are not selected as primary measures become part of the
secondary list of performance measures that can be used in agency management and
operations processes. The tertiary list consists of performance measures to be developed or
improved. It includes the data agenda for future development.

You may have trouble getting people to limit the number of performance measures to
3 or 4. The discussion of the "credit trap" in the next section explains why people feel the
need to see their particular performance data among the selected measures. In one county
budget, it was very important for the Economic Development unit to .communicate the
quantity of the work that they had done: how many requests for information had been
processed, how, many businesses had been assisted, and how many publications had been
distributed. Only after this information was presented did they get to the matter of outputs:
how much new business was developed, "cost per job created," and "cost per dollar of
nonresidential investment."

If you can't get to the 2, 3, or 4 mast important quality-output measures, the next best
thing may be to show all four types of performance measures, and use that display as the
basis for discussing what is really important. Is it the number of information requests
processed, or number of jobs created? If you are ,in the economic development business, it
will be obvious that "jobs created" data are more important. A reporting or presentation
format that uses this approach might have sections that separately present quantity and
quality measures, and then go on to analyze the more important quality measures.

D. The Matter of Baselines
afining peiformancesuccess as "turning the curve"
We often set ourselves up for failure in our work on performance measurement by creating
unrealistic expectations and impossible standards for success. A large part of this problem is
attributable to defining succeSs by "point to poinr improvement:

"Our rate of youth violating probation is x%. Success means decreasing this rate by 25%
over the next 2 years."

Agency performance conditions, just like the indicators of child and family well-being,
tend to be more complex than this. These conditions have direction and inertia. This is
reflected in a baseline, which is sometimes headed M the wrong direction. These directions
cannot always be changed quickly.

Sometimes the best we can do, in the short term, is to slow the rate at which things get
worse before we can turn the curve in the right direction. This is a more realistic way of
thinking about success (and failure). Success is turning away from the curve or beating the
baseline, not turning on a dime to achieve some arbitrary loWer target.

Each baseline, in turn, has two components: an historical component and a forecast
component. Forecasting is at best an inexact science, and forecasts should reflect a reasonable
range of possible future courses: high, medium, and low, or optimistic, best guess, and
pessimistic. While forecasting can be difficult and even risky, the forecast component is very
important. First, it communicates a powerful message about what we can expect to happen if
we stay on our current course. It can be used to frame the fundamental question in this work:
whether that expected course is an acceptable one. Second, it provides a reference against
which to look at data as they come in arid make judgments about how we are doing month to
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month, quarter to quarter, and year to year. These kind of processes can and, should be
dynamic, using data to test ourselves and our strategies on a regular basis!"

This' view is common in private-sector sales operations, where sales objectives are set
not in reiation to last year's absolute levelbut in relation to the "normal" expected growth
in sales. Some of this growth derives from such forces as population growth and inflation.
While the sales analogy may not translate :cleanly to, human services, the fact that similar
"market" and demographic changes affect the likely, future course of performance does

translate. Child-support' collections, for example, ,are affected by employment rates and,
changes in wages. Improving performance in this service should be geared to exceed

. expected changes related to these factors.
Baselines are therefore an essential component of performance measurement within

results-based decision making and budgeting systems. Without baselines, we are blind to the
reality of complex problems and complex performance' environments. We are lirnited by
systems that inaccurately measure progress and which skew decision making aWay froth
investments. Baselines allow us to think about problems in multi-year ,terms and avoid the
oversimplifications that accompany year-to-year or point-to-point comparisons.

In one city budget, performance data for the fire department 'showed very favorable
rates of fire incidence, injury rate, death rate, and property-loss rate compared to natiOnal
averages. While these ratios are significant theasures of fire department performance,, a more
important piCture might be the trends over the last several months or years. If, for 'example,
property loss rates doubled in the last year, this would constitute a serious performance
problem eaSily masked by a favorable point:in-time corttparison to national averages.

E. The Matter of Standards
Standards have an important place in work on performance measurement. And that place is
with the two'quality quadrants: We have a long history of developing and using standards to
gauge qualityfrom child care staffing ratios to automobile gas-mileage standards. The
four-quadrant approach prOvides a clear place to ground the use of existing standards and
the develOpment of new ones.2'

Let's look at some examples of standards in each quadrant:

Quality of Service Delivery (Upper-Right Quadrant): . .

Timeliness: Standards are often established for response to inquiiy, decisions on
.
applications; and, sometimes, waiting time for serVice. For example, child-weifare laWs
often require that the inirestigation of an abuse report be initiated within 24, hours. State
and local agencies sometimes establish minimum performance standards for these rates
in the 95% to 100%tange.

.' Accessibility: There are well-established standards with regard to handicap
accessibility. Other accessibility standards have to do with office netwOrk Coverage,
convenience of public transportation, and hours of operations.

2" There is a growing literature on self-evaluation. See "Improving Evaluability Through
Self-Evaluation," Charles L. Usher, Evaluation Practice, Vol. 16, No. 1, 1995, pp. 59-68, or,
Empowerment Evaluation: Knowledge and Tools for Self-assessment and Accountability, D. M.
Fetterman, S.'Kaftarian, and A. Wandersman (1995), ThoUsand OalcS; CA: Sage.

21 Note that standards are not performance measures, but desired values for performance
measures. Standards are therefore not "enhies" in the quality quadrants, but values assoCiated
with such entries.
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Staffing ratios: Among the best-known and sometimes most controversial standards
are those established for the ratio of staff to clients/customers in various Services. For
example, child-care laws set standards by type of child care and by the age of the
children in care. Similar standards often exist for group or institutional care for
children in foster care.

Quality of Service Product (Lower-Right Quadrant):
Lower-right-quadrant standards are much more rare, and, in some cases, necessarily

experimental.

Client condition standards: These are standards that address ra' tes of
improvement/deterioration in client conditions (e.g.,.recovery rates for routine surgery
at hospitals; juvenile justice escape or recidivism rates in privatized detention facilities;
or job placement and retention standards under welfare-to-work programs).

Environmental standards: Clean air and water standards for specific industries are
lower-right-quadrant standards. These are quality-of-output measures. (They illustrate
well how controversial lower-right standards can be.)

Standards for (upper right) service delivery are easier to define than (lower right)
quality of client conditions achieved. For many services, we do not know enough about what
level of quality/output performance is achievable to set standards. And different service
systems often do not provide a level playing field to compare provider performance to a
given set of standards. This does not mean that we should not move to test and eventually
adopt such standards in both quadrants.

In the meantime, we have two Usable substitutes for standards: the creation of
baselines for prior performance and the use of "benchmarking"n against other similar
programs and agencies. In the case of baselines, we can test our performance against our
past record and try to do better than the baseline. This approach can serve many of the same
management purposes as standards, and is a much more fair test of performance in the
absence of good data on what is, in fact, achievable.

The term "benchmark" is used in the private sector to describe a level of achievement
of a (successful) competitor. This is a powerful point of reference; and the performance
levels of the most successful companies _in a given industry often constitute a set of de facto
standards for that industry. The counterpart in family and children's service programs is the
comparison to performance in other states, ,counties, cities, and communities. When using
these types of comparisons as a substitute for standards, it is important to consider
differences in the socio-economic "operating" environments, just as industries (sometimes)
adjust benchmarks/standards for differing market conditions.

n Note the difference in the way in which the term "benchmark" is used in public- and
private-sector applications. The public sector often uses the term "benchmark" to mean an
indicator or performance measure. The private sector uses the term to mean a particular level of
(desired, and achievable) performance. (And, yes, this is the same footnote that appeared in
Section IL)
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VI. EXAMPLES OF STATE AND LOCAL PERFORMANCE MEASUREMENT SYSTEMS

Looking at state and local peiformance measurement through the four-quadrant lens.

In this section, we examine several states that have well-developed performance
measurement systems. The descriptions that follow are not intended as either critiques or full
summaries of these states'. systems, but rather a view of the state's framework through the
lens of the approach presented in this paper. In eaCh case, these states have put enormous
thought and energy into the development of these systems, and each has many features
worth studying and replicating. The bibliography provides references to the budget source
documents from each state and tO a number of reports summarizing these efforts. Note that
these are generally examples of performance measurement systems, not results-based
systems. As noted in previous sections, these are connected, but separate, areas in widch to
excel. For the best examples of results-based decision making and budgeting systems, see ,the
papers referenced under that heading in the bibliography. Note that the following sections
generally use terms and definitions as they appear in the states'. documents, and language
usage has not been edited to conform to the definitions offered in Section II.

A. TexaS: Strategic Planning and Budgeting System
Texas has one of the most advanced -.performance .measurement systems among state
gOvernments.* Established by legislation in 1991, the State's Strategic Planning and Budgeting
System has- a four-part Structure (Planning, Budgeting, Implementation, Evaluation) and six
stated objectives, paraphrased as follows:

..-Focus the appropriations process on oUtcomes.
Strength-en the Monitoringof budgets and perfOrmance..
Establish standardized unit-cost measures.
Simplify the budget process'.
Provide rewards andpenalties for success and failure.
Assure the accuracy of measurement data (using a review and ceriification process by

the State Auditor's Office): .

Texas's strategic planning framework is built around statements of mission, goal, .
priority goal, result, performance measures, and objectives. The, system sets but 'Workload

; vs. Performance" as competing approaches.to budgetdevelopment, with the state choosing to
take the performance road.. Use of these terms in'Texas cloSely.parallels. the distinction in this

paper between, effort (workload) and effect (performance). The TeXas syStem focuses
primarily on performance Measures of quality and thereby avoids the most common mistake.
of performance measurement systems, a preoccupation with how much is done, not how well

it is done..
The' system airrently uses four principle types of performance measures.

A
Outcome measure: a quantifiable indicator of the public'benefits from a state entity's

actions., ,

Output measure: a quantifiable indicator of a state entity's, goods or services

produced.
Explanatory/Input measure: an indicator that shows the resources used'to produce
services or a factor that affects agency perforrnance.
Efficiency measure: a,quantified indicator' of productivity expressed in unit costs,
units of time or otherratio-based unit.
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These terms describe the types of measurement used in an over-arching system that
moves in a structured process:

From Statements of Purpose: statewide vision, mission, philosophy, functional goals
and benchmarks and agency mission and philosophy,
to Statements of Direction: agency goals, objectives, strategies, and, action plans,
to Statements of Impact: including outcome measures, output measures, efficiency
measures, and explanatory measures.

State agencies set five-year_ goals through a strategic planning process and establish
unit-cost measures for important activities. As part of their budget requests, agencies list
each goal and the objectives and the strategies associated with it, along with the budgetary
resources needed to achieve each goal. Agencies also list the performance measures
,associated with each goal, along with an estimate for the coming year. Agencies rank their
acfivities and the funding needed for those activities in descending-priority order.

Every state agency is linked by computer to the Legislative Budget Board through the
Automated Budget and Evaluation System, which integrates planning and policy goals,
funding sources, spending-line items, and performance measuresincluding the definition of
each measure, targeted and actual performance, and explanations of any variances. Agency
performance is reported on a quarterly and an annual basis to the state auditor's office, the
Legislative Budget Board, and the Governor's OffiCe of Budget and Planning.

B. Arizona: Program Authorization Reviews
Arizona's budget offers an excellent example of the use of performance measurement to
improve the performance of state programs, and the overall management of the state budget.
Arizona makes use of scheduled Program Authorization Reviews (PAR's), which
systematically assess program performance. This system links strategic planning,
performance measures, program evaluation, and budgeting.

The Fiscal Year (FY) 1998 and 1999 Executive budget includes key performance
measures for each budget unit. Agencies were instructed to provide a one-page or less
summary of their most important performance measures with their budget requests. Those
key performance measures were published as submitted by the agencies without
modification.

During the FY 1998-1999 budgeting cycle, the (1997) Program, Authorization RevieW
process also reviewed the performance of 30 selected programs and sub-prOgrams in 14
different state agencies. The PAR process addressed four key questions:

How does the mission (of the program) fit with the Agency's mission and prograM's
enabling authority?
Does the program meet its mission and goals efficiently, and effectively, including
comparison with other jurisdictions?
Do the program's performance measures and performance targets adequately capture
these results?
Are there" other cost-effective alternative methods of accomplishing the program's
mission?

One of the 1996 PAR findings, referenced in the FY 1997 budget, addresses the
DepartMent of Corrections and gives some insight into the type of performance measures
being used. For each of the prison complexes, the following information was requested on a
quarterly basis. These measures principally address how much service was delivered and
how well service was delivered. The Department reported on:

Average daily population' Cost per inmate
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Percentage of corrections policies complied with
Ratio Of administrative to institutional staff
Escapes per 1,000 inmates

The Executive Summary of the 1997 Program Authorization Reviews identified a
number of key issues and conclusions from the second year of the PAR process, including the
importance of customer-satisfaction measurement the need, to develop better historical data;
the need to "benchmark" agency performance'with other similar organizations; and the wide
variation in the quality of agency self-assessment.

Two other conclusions bear on the Matter of program and agency control of performance.
The reviewers recognized the fact that many different programs within an agency contribute to
the achievement of a particular agency mission. And some measures involVe factors beyond the

agency's cbntrol. In particular, the use of recidivism to measure the performance of the
corrections system is cOmplicated by the fact that such rates are dependent upon many outside
factors.' In spite of these difficulties, the PAR reviewers, to their credit, reasserted their belief
that "recidivism is a key measure in evaluating overall program performance" even though they
recognize the agency ,cannot be held solely respOnsible for this result. And while the
Department cannot fully control recidivism, they do provide opportunities for inmate
rehabilitation.

Arizona offers an example of how performance measurement can be used in budget
decision making without necessarily overloading .the budget document with data.' And
experience to date suggests that the' PAR process is an effective way to use program
performance data in order to improve program performance. .

C. North Carolina: Performance Budgeting System
Beginning in 1991, North Carolina imi)lemented a budgetary process that .focuses upon
performance measures, for all state agencies. The process involves 'developing and using
program performance measures for the more than 3,000 state-funded "activities" included in
the departmental budgets. The North Carolina General Assembly has supported the
movement away front 'a traditional line-item "input-focused" budget to an "outcome-
focused"25.analysis of how state dollars are expended, and the effects of such spending on the
well-being of the state and the citizens served by the state's programs. This performance
perspective is reflected in the FY 19974998 arid FY 1998-1999 budget' recommendations that
employ a format designed to demonstrate the 'relationships and ultimate effects of similar
services funded at the state level.'
. North 'CarOlina's PerformanCe /Program Budgeting (P/PB) system cOvers all state and
federal funded activities and allows for a complete classificatiOn for, every component of state

. See the discussiOn of the alignment of client results and community-wide results .

(Section III-E),and the discussion of credibility and control issues (Section IV-B):
.

2,4 Arizona uses an interesting "safety ,valve" for the data-overload problem, with the
'publication of a "Master List of State Government Programs," which provides a "more
comprehensive listing of performance measures for every agency, program, and sub-program."

25 Note that North Carolina uses the term "outcome" todescribe the effectiveness of state

'programs. This generally corresponds to the use of "output" measures as described in Section
III.

26 These budget documents are available on the North Carolina Office of State Planning's

electronic world wide web site at http:/ /ospl.state.nc.us.

3 4
TkE FINANCE PROJECT. 27



government.' This approach to budgeting involves grouping government services that share a
common purpose, have common clientele, di common programmatic outcome measures.

IMThere are ten "program areas": general government, human services; corrections, justice and
public safety, environment, health services, transportation, education, commerce, and
cultural resources. Funds for these areas are grouped together regardless of _where they fit
within the organizational structure. This budgeting approach is particularly useful for
identifying instances where similar services are administered by different parts of state
government and how these efforts could be better coordinated across organizational
boundaries. _

For accounting purposes, each "element" of state government is assigned a four digit
code which allows ready identification of its alignment by program area, program and sub-
program. For example, "elements" of the Ground Water Quality "sub-program," fit within
the Preserve and Enhance Water Quality "program," which fits within the Environment
'prograrn area."27 Another important feature of the North Carolina system is its use of multi-

1111
year baselines for key performance measures. In the Ground Water Quality section, for
example, .the budget presents a 10 year history of the number of contaminated wells by
source of contamination.

North Carolina's Performance/Program Budgeting integrates planning, budgeting, and
111

evaluation decisions by agencies. By linking measurable objectives to specific agency
expenditures and performance measures, the consequences of budgetary decisions are made

1111more explicit. This provides agencies, the legislature, and the general public with a better
understanding of what can and' should be accomplished by a particular level of program
funding.

111

D. Other. Notable State and Local Performance Measurement Systems
Many other states and communities have developed Systems that link performance data to 111

planning and budgeting decisions. While it is impossible to fully summarize or give credit to
all such state arid local efforts, some noteworthy systems are referenced below. 111

Communities such as St. Petersburg Beach, Florida, and Phoenix, Arizona, report
performance data monthly arid annually in order to Compare performance to targets; Phoenix III
also conducts a customer-satisfaction survey every two years. Indianapolis, Indiana
conducts regular citizen surveys; publishes a public budget document explaining resource ili
allocations, as well as departmental goals and accomplishments in clear language; and uses
performance data as a factor in determining pay increases. Virginia Beach, Virginia uses a III
performance measurement system as part of a Total QUality Management initiative covering
all _city programs. San Mateo County, California provides one of the best examples of 111

performance-trend information in budget documentation and decision making. Each major
program in the budget presents performance-trend data for two or three of the most II
important performance measures. The selection and presentation of these data make the
information more relevant and useful in the budget decision-making process. Iowa is using 111

performance measures to estimate the benefits from state expenditures, compare rates of
return on program investments, and use these data in the review of agency budgets. In II
Milwaukee, Wisconsin, city departments must justify their annual funding requests in the '
context of a city-wide strategic plan, identifying objectives for the year 2000. Departments 1111

al
27 This coding structure is useful for planning within program areas, but does not fully

address planning for results across program areas. The state's strategy for "children ready for 111

school," for example, draws on sub-programs in the education, human services, and health
program areas. See the discussion of the link between results and performance budgeting in 1111

Sections IB-E and 111-F.
111

111
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-must specify the dollars allocated for important activities.and the impacts that they will have

U on Milwaukee residents. This process of activity-based costing, combined with performance
measures, gives policy makers more comparable information about the costs of different

111 serviceS.

VII. LESSONS AND ISSUES
Performance measurement has a lbng hiStory and 'a short meinory. A number of lessons and
issues from this work are summarized below..

A. The Language Trap
The language trap is the most common problem in building performanee-accountability
systenis. Words matter. And our ability to communicate about complex subjectssuch ,aS

111
agency, program, and community accountabilityrequires that we adopt understandable .

langUage conventions.

111
The discussion of "results, indicators, and performance measures" in Section H provides

some essential distinctions for this workmost importantly, the distinction between crOss-

11111.
community accountability for results; and agency/program accountability for performance.
When the vocabulary that we use fails to provide a ready means to keep this distinction clear,
it is easy to confuse these two coneepts and end up wrapped around an axle.

Language conventions should also be as simple and easy to understand as possible. It
should not be necessary to become an expert in the language of a .performance
,measurement system in order to uie it. Frequent references to a glossary, or frequent

111
debates aboUt whether a measure fits into one category or, another, may be Signs that
.language conventionsand possibly the underlying frameworkare too complicated.

1111,

111

111

B. The Bookshelf Trap
After language problems, the bookshelf trap is the next most common trap in performance
measurement. Thousands of person hours May go into the production of a multi-volume
performance measurement ,data set, which, when finished, is placed on the bookshelf and
never used. Thii is the experience of more ,than one jurisdiction where performance
'documents have had limited utility in the executive branch budget procesS and are hardly
used at.all by the legislative branch.

What causes the bookshelf trap and how 'can it be avoided? First, it is important to
remember that the challenge in this work is not to produce more paper, but useful paper. A
one-page decision document that gets used is 'better than a hundred-page review of program
performance that does not. The problem, of course, is that government is made up of layer
after layer of organizational components. Any document that attempts to show even a small
number of performance measures for all these:levels would necessarily be long and complex.

There are.several ways to ayoid the bookshelf trap:

Make sure that the performance measures chosen are the ones used in day4o-day
management of programs. This means that the program director and agency director

..must share responsibility for choosing these measures. And they must be part of their
management relationship. The test of "utility" will force the number into the
reasonable range.

Keep the list of performance measures per program short. And, of course, pick the
most important measures presUmably from the quality column discussed above.

At each leyel of 'summation, drop all but the top three measures from the
organizational level ,below. At the agency level, the performance measurement
(budget) document would show only three measures drawn from the program
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measures below. At the program level, the document would show only three measures
drawn from the sub-program level below, and so forth. If this discipline is too tough,
then consider it an ideal toward which to aim. The point is to see the forest for the trees
and to focus on the most important measures. This means that more detail is available
on request. But not all detail is provided to all of the people all of the time.

Imagine that we are reporting to the stockholders of a large corporation. What do they
need to knowbottom lineabout the health and performance of this organization? This
way of thinking about data presentation may help focus and simplify the work and avoid the
bookshelf trap.

C. The Credit Trap
(or, why people are so insistent on quantity measures)
People want credit for what they do. They want management to understand how, tough their
jobs are. If they do more of something, they want it recognized. If the programs in which
they work are understaffed, then they want management to acknowledge it and maybe do
something about it. In this scheme of things, the overriding interest is in how much was
done.

These are very common and Understandable ways for people to think about and react to
performance measurement. This reaction only becomes a trap if this view comes to dominate
the process of developing performance systems and halts or overwhelms the development
and use of .other types of performance measures.

'There are several ways to deal with this.

First, performance systems and budgets should have a place for information about
"how much was done"the quantity of service delivered. It is useful. to know if
caseloads are going up or down. And programs should have a place to describe how
many people they serve, as well as the size of the problems they face and the programs
they administer. In some cases, this is important information in its own right, as in the
case of the number of children enrolled in the school system or the number of families
with children served by shelters for the homeless.

Second, it is important not to stop there. Programs should be expected to go beyond
"how much service was delivered" to "how well service was delivered." Caseload
ratios, timeliness of service, and customer satisfaction are legitimate measures among
others.

Third;and most importantly, don't allow inputs (quantity or quality) to beCome the
primary measures of agency or program performance. Program managers may be
comfortable stopping here. Do not let this view prevail.

Remember that, in the industrial model, the number of client cases processed is an
output. We now know that this is not an output in a change-agent-model service
environment. We must look for real outputs for services delivered. And we must look
beyond how much output is produced to how good these outputs are. In other words, let
program managers get credit for how much they do. But force the issue of what is produced,
and how well, beyond the old stock answers of cases, clients, and people served.

The credit trap is actually one of the causes of the bookshelf trap. If the purpose of the
performance measurement system becomes "giving credit for work done," then the
document will become a monster. People need to see their work measured and recognized in
a public way. There is nothing Wrong with this. But this means that organizations need other
ways to recognize performance beyond the performance measurement system itself. Other
reward and recognition methods are needed as part of the management mix. This makes it
easier to resist the temptation to, load so much onto the performance system that it lists
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seriously to one side and eventually capsizes, sending all the little perform'ance measures and
their adherents to the bottom.

D. Pay for Performance
(and other matters of conseqUence)
Pay for performance is a growing practice ofcorporate America. A recent survey of 694 firms
with over 5 million employees found that "29 percent of those firms are now. using [pay for
performance] types of incentive pay plans for, hourly, workers and non-management
"professionals...about three times what it was a decade ago."' At the executive level, the
practice is even more widespread. In a 1992 survey by the Department of the Treasury, 38 of
41' 'major American corporations" responding "use Measures to link senior management
appraisal and compensation to organizationalperformance."'

There are differing views about the extent to which individual or contract performance'
in services, and in particular public services, should be tied to rewards and punishments.
The views range frorn the benevolent to -the Machiavellian. the test should be the' same,
simple "what works" test used in the results-accountability framework Does pay for

.
performance work to improve performance? This may vary somewhat from place to place.
But some simple principles seem to carry over.

There should be consequences for both good and bad performance. Most job-
satisfattion surveys show that money is not at the top of the list for job satisfaction. A
sense of accoinplishment and recognition is. Once you get past the survival and growth
imperatives that go with organizations, the same is true.

Consequences should advance the overall performance of the organization.' This
means that rewards and penalties should tie individual and unit behavior to the good'
of the enterprise. A. performance-reward system, used by Mobil Oil' weights the
company's overall financial perfOrmance, the performance of a particular business unit,
and the performance of the individual's work team. (Note that this did not inclUde the

individual's. performance.)

People (and organizations) need to be treated with respect. Most people (and Most
organizations) want to do a good job, and systems geared to treat everyone as if they

are suspects in a job-performance scamwill harm morale and performance.

Crafting money consequences to go with performance is a tricky business. Pay for
performance is an appealing concept, but hard to implement when the products are ch'anges
in human conditions; when, performance is often tied to the severity of client problems, not
the quality of service delivery; and, when there, are often ready means to game the system.
This Means that we should not rush to implement pay for performance (or other rewards
and penalty policies) before we know what good perfoimance is. We need to build
perforniance histories, and begin to measure and reward improvements on past performance.

28 The survey by Watson and Wyatt & Co. was reported in The Washington Post,

November 21, 1996, page Dl.

29 Pe?formance Measurement: Report on a Survey of Private Sector Peiformance Measures,

Department of the Treasury, Financial Management Service, January 1993, page 10.

3') The Washington Post, November 21, 1996.
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Over time, we can create performance standards that are fair and achievable. If we build
systems and standards that people (individuals and contractors) consider fair, then we have a
chance to improve performance, while minimizing gamesmanship.

E. Performance Anxiety
(and the link to Organizational Development)
Agencies are organic entities.3' And how data are developed, distributed, and used are
organic systems. Such systems can be healthy, or not. As a result, there is an important link
between performance measurement and organizational development.

For many people, the Only experience they have with performance measurement
involves punishment. Data are used to distribute blame and, in some cases, pink slips. Why
would anyone voluntarily produce data to feed this kind of monster? When organizations
are operating in the blame mode, or feel that they are under siege, then the natural response
is to make data-based accountability difficult. This is not difficult to do. When data are hard
to get and of poor quality, it is hard to blame anyone for poor performance and still harder to
prove the blame is deserved. Problems with data can always serve as the first line Of defense.
In business, this would be a formula for bankruptcy. In government, it can be standard
practice.. ,

-How to get past the blame game is beyond the scope of this paper. But leadership and
organizational development have a lot to do with it. The best-designed performance
measurement system in the world will not work in a sick organization. And trying to put an
ambitious'system in place in such an environment will create resistance (often in the form of
passive-aggressive behavior) and simply won't work. The necessary ingredient here is trust,
and specifically, trust in the (reasonably) fair use of information. This is easy to say, but hard,
even in good organizations, to practice.

If your organization is in this kind of "performance measurement equals punishment"
trouble, or if you are operating in a hostile environment, then you need to be deliberate and
strategic about putting such systems in place. And you need to think about how to use
organizational-development "technology" to improve comniunication, trust, morale, and the
other characteristics of successful and healthy organizations. While you are waiting for the
ambulance to arrive, consider building performance measurement systems in a way that does
not make matters worse. Rather than ask for a visible monthly performance report, develop
the report in a private and confidential way until all players are reasonably comfortable with
the data and how such data are being used. And work with the public-relations professionals
in your organization to think about how to portray the good news, not just the bad news, that
your organization produces.

Performance measurement is not a clean mechanical process. It is messy. It touches
things that are important and it will generate strong reactions. The view that "information is
power" is not an idle cliche. But if leaders and managers are in fact committed to doing
better, then performance measurement is part of getting there. Think about how this part fits
with other organic parts of your organization or system.

F. Auditing the Performance of Performance Measurement Systems
Looking at the many different performance sYstems now in use in state and local budget and
strategic planning systems, one recurring impression is that they are very uneven in their
implementation. One department does a good job identifying and reporting on performance
measures. Another misinterprets the instructions and produces mush. Even where
instructions are clear, there is wide variation in the quality of the work.

3' Say that fast five times.
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It may make sense to "audit", the performance measurement system. Such an audit
would address both' problems of implementation and problems in the system itself. By
assessing the:performance measurement system using the four-quadrant lens, it may be
possible to see where the system could be improved. It would identify where individual
departments could do a better job of identifying, and using strong measures of performance.
And it Could also help define the link to reSults and indicators.

Texas has established an important role for its audit agency in verifying and certifying
the performance measures used.by state agencies. The Multnomah County, Oregon, auditor
checks on how agencies are doing, and how the-city is doing, in relation to its benchmarksa
role well above and beyond the traditional function .of auditors. These may be models of
what auditing agencies can become in the future when they move beyond.narrow roles.

G. The Sole Ownership Trap' .

The distinction between results accountability and performance accountability helps explain
one of the classic difficulties in budget- reform efforts: the inability to make ,a one-to-one
correspondenCe between results and departments. Most past approaches. to budget reform
put forward an uneasy compromise. Safety clearly depends on more'titan an effective police
department, but we list all safety indicators only in the police budget. Success of children in
school clearly depends on more than an effective school system, but we: list education
indicators only in the education department.

This need td have a single straight-line progressibn from result to department to
program to perforrnance measure is the hobgoblin of these reform efforts. There is a better
answer. No department is, can be, or should be the ,sole oWner of any result. Measuring
success on results and measuring success on performance are- two different (though
interrelated) things. Departinents can be principal owners, but they are not ever sale owners.
This sounds like common sense. But it is rarely, if ever, seen' in practice. People have, been
trying to reinvent the "straight progression" system for the last 50 years. This is a failure. It
doesn't and can't work.

It may be neat accounting, but it is a poor representation of the way the world, let alone
government, works. In results-based budgeting, each program can relate to as many results
and indicators as make sense. It would be rare to find a program or sub-program that did not
have multiple roles to play. Results-based budgeting allows these relationships to be used in'
addition to functional categorizations provided by traditional agency program descriptions.

H. Buyer Beware
Beware of reports (or consultants) who tell you that they have the answer about how 'to do
performance measurement. Leaders in government need to lie, good consumers of advice,
whether about performanCe' measurement or anything else. This means looking at lots of
*Models before you drive one home-. The prOblem, of course, is that leaders are very busy
people. So there is a temptation to take the firSt model that seems to work and leave it at that.

Buying, advice is like buying' a'car. Look under the hood. Kick the tires.. Take the time
to cornpare models. Many in government feel that they dO not have the tirrie to be good
consumers when it corneS fo planning and budgeting frameworks.. This is not true, of course,
with' other forms of Procurement, where we obsessively require competition against
predetermined specifications. This paPer is one Of many tO consider. The bibliography is a
partial list cif other documents.and other.approaches to read and consider.

You do not have to become an authority before you can choose. liut the same principles
Of buying anything else apply: What do you need? How well does the approach that is
offered meet your needs? We have all seen the frustration that comes with lengthy planning .
processes that are all process and no result. Taking the time at the beginning to chart a sound.
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course is the best answer. Take the best of what different people have to offer and then craft
an approach that best meets your needs.

I. The Myth of Sisyphus
For some reason, almost all performance measurement systems use circular charts to depict
the planning process. Just when you think you're finished, the damn thing starts over again.
Here, we want people to have a sense of accomplishment and ownership, and what we give
them instead is a version of hell of literally mythic proportions. We want to promote the idea
of continuous improvement in the use of performance measuresand all of these processes
are necessarily iterativebut, as you translate this work into'your own environment, think of
the poor soul rolling the performance measurement forms up the hill one more time, and find
something other than circular imagery to describe the work.

VIII. CONCLUSION .

Accountability systemswhether results or performanceare not ends in themselves, but
means to the ends of improved conditions of well-being for children, families, and
communities.- The technology of accountability will always be developmental and
controversial. If accountability is real, then it affects things that matter. It provides
consequences for success and failure. Without such systems, we will fuel cynicism about
government and private-sector performance, and, worse, 'we will deserve such cynicism.
Performance measurement, as part of a results-based accountability system, can help build
public confidence in government and community institutions, and, more importantly, help Us
create improved results for children, families, and communities.
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About The Finance Project

The Finance Project is a national initiative to improve the effectiveness,'
efficiency, and equity of publiC- and private-sector financing for education, other
children's services, and Community building and development. With leadership and
sUpPort torn a consortium of private foundations, The Finance Project was established
in 1994 'as an independent, nonprofit organization. It Undertakes an ambitious array of
policy research and development activities, policy maker forums and public education,
activities, and support andlechnical assistance activities.

The work of The Finance. Project is aimed at increasing knowledge and
strengthening the capability of communities; states, the federal gOvernment; non-
governmental entities, and the private sector to imPlement promising strategies for
.generating necessary fiscal resources and improving the return oh investMenta in
children and their families: Its aCtivities are intended tO:

-

ExaMine the ways in which governments at all levels, and the private sector,
finance education and other supports and services for children (age 0-18)
and their fartilies;

Identify and highlight structural and regulatory barriers that impede the
effectiveness of programs, institutionS, and service's,' as well as other public
investments, aimed at ptoMoting children's grovirth and development;

Outline the characteristics of financing strategies and related structural and
administrative an'angements that support improvements in education, other
children's services, and community building and deVelopment;

Identify promising approaches for implementing these financing strategies at
the federal, state, and local leVelS ahd asSess their costs, benefiti, and
feasibility;

Highlight the necessary steps and cost requirements of converting to new
financing strategies; and

Strengthen intellectual, tachnical, and, political capabilitY to initiate majorlong-
term reform arid restructuring of finanCing systems, as well as interim steps to
ovetcome inefficiencies and inequities within current systems:

The Finance Project's work is organized within three broad areas. Activities in
each area build upon and inforM the Others:
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I. , Review and analysis of federal, state, and local financing strategies for
education, other children's services, and community building and development.

Through a series of working papers and other studies, The Finance Project
examines key issues and trends in federal, state, and local fiscal capacity and public
expenditures on behalf of children and their families and assesses strategies and
challenges for generating fiscal resour'ces, planning and budgeting public expenditures,
and measuring the impact of public investments. It also examines the implications of
relevant statutes, regulatory provisions, and judicial decisions for patterns of
expenditure. Approximately 40 studies have been conducted and published to date.

II. Development of ideas, options, and policy tools.

The Finance Project organizes and cOnvenes interdisciplinary working groups to
serve as development and design teams for policy-relevant ideas, options, and tools for
financing reforms. Additiohally, it initiates and participates in collaborative efforts to
mobilize the intellectual and technical resources needed to bring about positive change.

The working groups bring together individuals and ideas from many domains to
identify and asSess alternative approaches for generating necessary fiscal resources

111
and improving the return on public investments; to develop options for more effective
fiscal policies and streamlined administrative practices; and to design prototypes,
models, tools, and materials to support their implementation in the years ahead. Three
working groups are developing tools and options in the following areas: 111

Strategies for Generating Revenue for Education and Other Children's
Services;

Results-based Planning, Budgeting, and Accountability Systerns;'and

Financing Comprehensive, Community-based Support' Systems.

Additional working groups formed as needed:

Led by the Finance Project, the Collaborative Initiative to Improve-Financing for,
Young Children and Their Families, a group of national organizations, as well as
selected state and local leaders who are involved in efforts to improve early childhood
financing. They have undertaken a series of related activities to build a responsive
-support and technical assistance'capacity to help "reform-ready" states and communities
to advance their agendas:

ClarifY issues that-are unidue to financing community supports and services
for young children and their families;

Identify and assess promising reform strategies;
111

Develop and distribute relevant policy tools.
1111



S.

III. Promotion of iMprovements in financing systems and strategies.
111 .

,

The Finance PiOject reaches out to anarraY of audienceS that are critical players
IIII

,

.in the change processincluding federal, state, and local officials; educators, human
service providers, and Comenunity organizers in non-profit and quasi-governmental.

III organizations; business and union sleaders; academic schOlas Ind foundation
execUtives; and the media. The. Finance Project has created a yaluable ceniral
intelligence capability on financing issOes and strategies, 'as well as a rich support and
technical assistance resource for "reform ready" states and communities. Drawing on

III the knowledge and tools that aee being produced, the 'project's staff, consultants, and
working group members work diredtly with stata and community leaders in severalmays:- .

'Facilitating direCt connections with peers and expertavYho have releyant

IIII knowledge, expertise, and experience,

Providing on-site learning- opPortunities.

ProdUcing tailored "how to" materials.II
Creating learning clusters,'

In September 1997, The Finance Project was awarded a contract frorn the Child
Care Bureau of the U.S. Department of Health and Human Services to work with the

Ill Families and Work Institute and the National Governor's Association to provide
information and technical assistance to state child care administrators as they

III work With businesses, philanthropic organizations, and other groups to build and sustain
partnerships. Initial activities will

IIII identify and track existing practices for promating public-private partnerships
at both the state and community levels;

.

.

Develop a series-of written technical assistance materials to guide the
formation and implementation of successful public--private partnerships; and

III Provide periodic updates to state child care grantees about information
collected and produced. .

The Finance Project extends the.work of many, other organizations and blue-
ribbOn groups that have presented bold agendas for imProving supports and services foe

children and families. It is creating the vision for a more-rational approach to generating
and investing resources in education, other supports and serVices for children and
families, and communities. It is deveioping ideas, options, and policy tools to actively
foster positive change through broad-based systemic reform, as well as through more
incremental steps to improve the effectiveness, efficiericy, and eqUity of current systems.
It also provides support and technical assistance to "reform ready" states, communities,
and initiatives engaged in efforts to align their finanding systems with their policy and
prograni reform agendas.



For more information about The Finance Project and its activities, please contact:

Cheryl D. Hayes, Executive Director
The Finance Project
1000 Vermont Avenue, NW, Suite 600
Washington, DC 20005
202/628-4200
202/628-4205 (Fax)
infofinancebroiect.org (E-mail)
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