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. PREFACE C : : .
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 taxpayers 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 big, that it’s too expensive, and that it doesn’t work very well.
- " Despite steadily increasing public expenditures for health, education, -welfare, human-
service$, 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 famjlies and communities that are -
unable to meet their basic needs. Schools have become increasingly expensive, but student . -
achievement has not matched the rising costs and dropout rates. remain ‘unvacceptablyv 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 dollars—for police officers, judges, and jails—but’
neighborhood streets don’t seem any safer. g : _ c :
" Voters have spoken clearly. They want more for their money—more 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. o . :
" 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 -
dévelop and fund. . Reformers have sought to redefine the missions of public programs. and
agencies, to modify how 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 govefnment” 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. . o - : .
"~ 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 chiidren’s -healthy
development. Yet policy makers and citizens alike may be inclined to reduce their commitment
to 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... - ST . : )
Unfortunately, many of the efforts to implement a results framework—for public programs * "
- generally, as well as those targeted to children and their families—have 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. T
" 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
outéomes for children, their families, and the communities in which they live. To guide its work

I
¢

THE FINANCE PROJECT i

33




E

in this area, The Finance Pro]ect created a Working Group on Results-Based Planning, Budgetmg,
Management, and Accountablhty 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 products 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 under 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

- presentinga cost-of—faxlure / cost-of-bad-results prototype and analysis.

This paper, A Guide to Developing and Using Performance Measures in Results-based Budgetmg,
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 effective 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, Gmny McKay, Jolie Bain .

Pillsbury, Joan Reeves, Verne Skagerberg, and Marv Weidner for their significant assistance. The
information that they prov1ded and their helpful and constructlve 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. - DR . : “ o :

. : : o ' - Lewis.Carroll )

"Hours after the last familiar sign, the driver.kept up a steady pace. “We're
lost, aren't we?” said the passeriger. “Yes,” said the driver, “But we're-
- making good time, don't you think??- .~ ' : s
L : o - Anon.

“Thank God we don't get the government we pay for.” ..
S ' o - Will Rogers

1. INTRODUCTION AU o o |
* Will Rogers' cynicism about the performance of government still captures a common, if not . -

o ‘always constructive, part of public life at the end of the 20th century. And as contract -

‘'relationships blur ‘the boundaries between the publi¢c 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 not what

it should be, then how can we do better? And before we answer that question, how. do we B
- 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. - B ' . SRR T
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).’ L . _
. This paper 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 system 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 programs accountable for the -

. ! While this plaper-us.es examples' primarily from the reél.m of child and f.ar'nilyAse‘rv'i.ces,
the concepts can be applied to public and private services of all types. BERER

2 See From-Outconies to Budgets, Tuly 1995, from the Center for the Study of Social Policy,
-Washington, D.C., and A Strategy Map for Results Based Budgeting, 'September 1996, from .The
Finance Project, Washington, D.C., for .a more complete discussion of results-based decision

" making and budgeting. ' . : R ' -



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

Il. STARTING POINTS = - ‘ .
We start with a few convention,sj‘ that will help us work on performance measurement in a
clear and disciplined way. ‘ - ' E '

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): A “result” is a bottom line condition of well-being for children,
families, or communities. Results are matters of common sense, above and beyond the
jargon of bufeaucracy. 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.

Igdiéator (or Benchmark):”: 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. IR ‘ ~

* Other conventions available in earlier papers: th"iners, 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.

THE FINANCE PROJECT ’ . : 9
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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 response to '

- social problems, not the conditions that we are trying to improve. - It is possible, even
common, for individual programs 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 not “better service”® 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. L S

' -B.. The Change-Agent vs. Industrial Model of Services _ Co _
' ‘Much of the tradition of performance measurement comes from the private sector and, in
particular, the industrial part of the private sector. Work measurement—dating back to the
time and motion studies of the late 19th and early 20th centuries—looked at how to improve .
production. ‘Industrial processes turn raw ‘materials into finished products. - The raw
materials are the inputs; the finished products are the outputs. . P h
" This model does not translate very well into public or private sector enterprises that
provide services.”. It does not_ make muich sense to think of. cli_ehts, workers, and office
" equipment ‘as jnputs to the service sausage machine, churning out served, cured, or fixed
clients: Instead, we need .to begin thinking about services in terms of the change-agent
model. The agency or program provides services (inputs) that act upon the environment to -
produce dernonstrable changes ‘in the well-being of clients, families, or communities .
(outputs). . . . ' ‘ c R
' 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. B
("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 misapplication of industrial- -
performance concepts to services captures much of what is wrong with the way we measure
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 conditions—thie 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 are 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, and perhaps literal, bankruptcy. In this

* Or even “integrated service.” Service integration is a means, not an end in itself.
: ’ 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 industrial models and measurements as -
straw men, but to suggest that some public and private agencies are still stuck with performance
models that do not work well for service organizations. - - S
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per\/erse scheme, almost all the agency's data are purportedly about outputs. This gives the

agency the appearance of being output-oriented and very progresslve 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 dirninishing 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
apphcatrons '

C. Pomt of View

Finally, as you may have guessed by now, thrs is a paper with a pomt 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 accountabrhty

. 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 conslderatron 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 distancé from the highest-level view of the 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 performance measurement

The heart of any performance measurement system is the way in which data are categonzed o

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 charactenstrcs 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 essent1als how do we choose data elements 'to
measure performance? If we can answer this question, much of the rest follows suit.

s
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_All work on performance measurement tries to. answer two, sets -of interlocking

v - questions: .

QUANTITY'  QUALITY

N

- _How..l ‘ﬁ How Ik
| ]MU‘?h,: | Well

L _(c'r,'o_ss'ed. with) -

wNeUT

OUTPUT

" How hard did we try? -

What did we produce?

Effect

12

©FPSi 1996
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We therefore reach the following bold...
- - Assertion: All performance measures can be sorted into four categories, -represented
by the following four-quadrant matrix: ' '
Performance Measures
QUANTITY ©~ QUALITY.
_ How Much | = How Well
) ~ Service | Did We Deliver
| % Did We Deliver?: Service?
- How Much | How Good
5 Did We Were
o Produce? | Our Products?
@
@r—‘#sn 1996
- 13
6 THE FINANCE PROJECT
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This sortxng scheme allows us to pose and answer some COmmon sense quéstions about
performance These are shown in their most basic form in the chart on the previous page.

‘ Upper-nght quadrant: How well did we deliver serv1ce"' How well d1d we treat

our customers? Was service courteous, timely, access:ble, cons1stent etc.? ?

) Lower-left quadrant: How much ‘did. we produce" ‘How many clients or
_ customers showed an unprovement in well bemg" How much do we have to show

for our service? . - _ . -

“

'Upper-left quadrant 'How much service did we dehver" How much effort dxd we.
~ put into service dehvery" How hard did we try?’

Lower-nght quadrant:: How good were our products" What percentage of our

clients or.customers showed unprovement" What do we have to show for our

_service in terms of output quahty" '

'One of the immediate consequences of this sorting scheme is' that not all of these °
questxons are équally important. . We are (or we should be) far more interested in quahty
than i in quantxty And itis not enough to count effort; we must also measure effect

Not AII Performance Measures
Are Created Equal

QUANTITY o QUALITY
5| 4th | 2nd
T ] (Least mportan) | . _
= ' ,(Most-l‘mportant)

©FPS1 1996

',',',1'4
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Many performance measurement documents provide a great deal of information on
quantity of input (upper left), but very litle 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” Planmng :
Notice how we have skipped right past mission, vision, values, purpose, goals, and ob]ectxves
and gone duectly 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 exists—how it contributes to improving results—and generally
how it goes about doing this. But there is no reason to wait for the perfect articulation of
mission before getting about the businéss 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.’ Performance measurement picks up at this point, takes as given that the program
" needs to be there, and moves to the next step of 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."

* For crying out loud.
’ See the diSCussion of “turning the curve” in the “Strategy Map” paper, pages 5-7 and 41.

"' The Treasury Department Survey of major- corporatxons 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 anate Sector Performance Measures Department of the
Treasury January 1993, page 11) : . .

15
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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 stratght (Ten or more types of:.
- performance measures are not uncommeon.) Some of this problem derives from the fact that'
_these systems often do not distinguish between results, indicators, ‘and 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 lévels of the organization. This does not work. well, because there are
“varying numbers of - layers in different orgaruzatxons In the four-quadrant approach, we
" have a single framework that is repeated in more or less- the same way, through as many
levels as ex1st in a given orgaruzatlon :
"C. Examples of Program Performance Measures Usmg the Four-Quadrant Approach
Followmg are some examples of performance measures using the four-quadrant approach.
For 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 questlon -

4

 Education = -
Quantity . .. Quality

= How many students did weservethis | © What was our studentt/teacher ratio? -
'.yeaf? ‘ L T :WhatpercentofoUrtea‘chershave

: advanced degrees? oo
1 3 How "nch" is our extracumcular program7 :

= How many children dropped out?. \

~ What percent graduated on time?
What percent completed advanced
placement courses?
— What percent entered work or college |
after graduatlon'7 S
‘= What were average eamings for our
students 2 and 5 years later?

= How many children graduated?

" For those interested in the parallel to fractal geometry, see Chaos, Makmg a New Science,

Iames Gleick, 1987, page 98.
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—_— Health .
Quantity Quality .
0 How many patients have we served? O How long is the watt for an appoimment?
‘UHowmanycﬁernsareenmﬂed? UHowawess:bieatewoﬂices(%of .
- : pauents within 20 minute trip from .
§. home or sdiool)? ) .
- O How often do we see children at or near
their school? + . o .
O Wnat percent of children. receive well-
 baby or preventive appaintments? -
For our client population: For our client popuiation: -
C How many acute-care visits? © What percent of -children are fully .
= T How many hospital days? immunized
-g' GHovymanyprevemabieillnesses? Dwxatpercemo!bmhsareheanhy?(low .
~ O | o How many heathy births? . birthweight % or birth complications %) :
' . O What percent of children expeneme B
. preventable iness?’ )
Child Welfare
Quantity ‘Quality i n
O How many foster chiidren did we serve? | O How often did chidren change foster : .
3 0 How many child abuse investigations care placement?
= did we compiete? ’ 0 How many abuse investigations were , .
a nitisted within 24 hours? :
- menstheaveragelengthofstaym .
foster care?
O Wnat is the average wait for adoption? : -
3 How many foster children were reunified GWhatperwﬁrepw(abuserepoﬁswere
‘with their natural tamilies? received on reunification cases? .
5 | o How many foster children were piaced in O Wnat percent of adoptive placements
-g' permanent adoptive homes? _ were stable one year, two years later? :
O | n.Howmany child abuse cases resutted in | - 0 What percent of foster children graduated .
children able to stay safely at home? on time from high school? What percent o
‘ L "entered the workforce? . -
1" - ”
Welfare "Reformed” -
Quantity Quality .
0 How many clients/families did we serve? G What percent of those ser.ved had .
0 How many were placed in job training? ' emptoyment support -plan needs met? :
. a_ (e.g. child care, transportation etc.) . " .
= ﬁWhatpercemathosesetvedwerelong-
term recipient cases? .
A How many clients successfully completed a What‘percem of clients served were .
employment training? L emptloyed? : . :
c 'UHaw_manyweempbyedhnon- UWhatwasthejobretemionrateats -
= subsidized employment? 12. and 24 months?
.g.- ' ' 0 What percent of ;obs had heatth .
o ~ insurance?
U‘Nhatwasthecost/benemmmo!the ) _
employment program? (direct costs vs, .
' reduced/avoided weffare payments)
- 1 What was the welfare reentry rate? .
10 THE FINANCE PROJECT : 1 o
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. MentalHealth = -

|

: Outp_ut :

O How many new centers, new child care B

~ slots were opened?

"0 What percent of ficensed child care

providers met safetquualtty standards? '
0 How many chlld injuries in care were
reported?

’D\M\atpercentofdﬂdcarelsprowdedby

Ticensed vs. unficensed providefs’7

18
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_
_
m ‘ Quantity Quality
, ‘ O How many service appoim'nients O What percent of service was in-home? _
| (inpatient and outpaﬂeni) dld we -0 How long is our waiting list for service?
- ‘g_ complete’7 o o . -0 How long until the next opening in the -
| = O How many hours of treatment did we " appointment schedule? :
-. : o ) provide? } R
: . ' E <"} For our clientpopulation: For our client pbpulaiion' I
. . ' - ~ - | O Howmany ciients are living safely | @ what percent of our chents are lving - ‘
o 2 at home? " . safely at home?’ ‘
.. : g u} How many of our chents are in school . D What percent arein school or employed’7
L " or ‘employed? O What percent show demonstrable
. _ ! lmprovement in functioning?
B Juvenile Justlce A ,
L Quantity - Quallity :
. O How many childrén are in cust,ody' (by O What percent of children are in
. - age, qi’fénse and type. of placement)? ' eommumty based.vs. institutional cane’7
. =R S ) @ What is the average caseload for ;uvemle
m g . S .| probation workers? :
. S ’ o . a Whatpercemofduldrenmwstodyare
." . 1 S ‘in school or training?
A Cl How many children in custody are 0 What percent of chﬂdren in custody are .
- ' . repeat offenders? " repeat offenders? . . b
. o ‘é_ a] How many showed an increase in the O What percent showed an mcrease in the .-
- = seriousness of offense? seriousness of offense?
’.- B o- 0 How many children who leave the system O What percent of children who Ieave the
. arein school orjobs? - L e system are in school or ;obs? :
- Chlld Care Llcensmg T
B " Quantity ' Quality -
A 1 How many applications did we_proceSs_? . 0 What percent of applicatioris were
_ . _ | OHow many inspections did we do? ' processed ontime?
] -3 |o How,mariy, recruitment se;sfons did 0 How many complaints did we recelve
- £ we conduct? : about delays? What pencent of total :
B ‘ ‘ ' apphwtlons?
B
. g
B
..
I
|
I
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D. Links to Other Performance 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: : o ‘
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 produced—effectiveness (e.g., number or
percentage of cliénts 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. - C '

Links to Other
Performance Measurement Terms

- TQM | |
1 IEfﬁciency, administrative overhead -
" Customer satisfaction '
S = == ‘_Stafﬁngratios,'staff tumover ;
" Processe—s3| - o——-i Access, waiting time, waiting lists

o | - e—1—@ Cost/Benefit
PdeUC_t & T / - @ Retumn on Investment

EﬁebﬁVeness‘
Client "results or outcomes”
Value Added
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- to the four quadrants.” . ..

. ‘
.

2. Cost-benefit and return-on-investment measures are enormously important lower-

right-quadrant measixr_es of output. ' Cost-benefit ratios compare the quantity of benefit
(lower left) to the cost of that beriefit (for example, 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 someé 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 available—or can be created— -

for human service programs, it can be of great.value'in choosing where best to invest
. 13 v . .

money to produce the optimal set of “client results.

) 3. ACustomer satisfact_io_ri: "Measures of custbm_ér -vsatis_faction aré permanent :esidents 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 énforcement, 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

count for much in comparison. . . - -

The point is that the decision about where to place customer-satisfaction data, and
-how to inferpret 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

i

_ ” ”Réporf _onr Children Action Netwbrk;" Americ;aﬁ 'Acédemy of Pediatri¢s News, 1991; .
"as referenced in Ready, Willing, and Able?, The National Association (_)f Child Advocates, 1996,

page27. - o

" See Déqiding for Investment, Getting Returns on Tax Dollars, Alliance for Redésigning

Government, National ‘Acédemy' of Public Administration, Jack Brizius and The Design Team,
- 1994. Towa's Department of Management and the Iowa Council on Human Investment have
- made significant progress using this approach. o ’ - - s

7

“ This is an important lesson. that has emerged from recent work using the four-quadrant

- approach: We do notneed 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..

D
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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 meéasuring in the cross-

agency results-accountability system. The relationship is shov_v'n on the following chart.

Department of (Health and Human Services)
' Results and Indicators *© :

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

Healthy Births , o .
~Rate of low birthweight babies Community-Wide.
Resulits

Stable Families
- Rates of actual child abuse and neglect

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

Performance Measures
Measures of agency or program effectiveness
- for which we are principal owners

S ~ i ';uarm'ty Quality
2
& |
Customer,
. '§ or Client
' | Results

@res e
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This alignment of performance measures at the program ‘level' with results and’ -
indicators at.the community level is a highly desirable characteristic of the four-quadrant
framework, and is not surprising when'you think-about it. Often the difference between
‘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 _ o
'to community-wide indicators except for the scale difference between a client population o
and the total population.. This may allow us to use the results/indicator framework adopted o

‘ 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
- to accomplish at the community level. .-~ . . -
. A more important aspect of this alignment relates to the role of performance measures
_ 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-
being.”® Lower-right-quadrant performance measures can help identify the best programs to
. include in such strategies, by showing how candidate programs.improve, or fail to improve,’
the well-being of children and families in their client populations. wyo

: F. Results-based and Performance-based Budgeting Formats' R
. ..~ 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
turn 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 -

o “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
ppresentation would include the following sections: o S

Section'1: ‘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 Thé étory' behind each of these baselines: Why_ do the baselines look the wayf _‘ |
~ they do?. What got us to where we are now? What are the forces at work? What is our
reasoning beh_ind the forecasts? _— : , .

o : Sé_ctipn 3: What Works: What does :our experience-tell us about-wﬁaf works in order to
do better than the baseline? What does research tell us (if anything)? ‘What has worked
'in other jurisdictions? ' S T :
‘Section 4: Strategy: What have we done and what do we propose to do to improve?
What is our cross-agency, cross-sector 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 budget would present performance measures in a way that parallels the use of indicators
in Part I. So, for each agency, program,.and subfprogram, the dpcument would present:

: 5 See the discussion of “what works” in A Strategy Map fdr Results-Based Budgeting, pages-
3335, o B - ' - .

- '
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Section 1: Three baselines w1th forecasts for the three prunary performance measures
fora glven 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 presentatxon of the action agenda and the budget to achieve 1mproved ‘

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.” These characteristics are not prerequisites, but -
- rather optimal qualities of a fully. developed system, which may be useful in guldlng the

development process.

Six Characteristics e
of an Effective Performance Measurement System

_Credible K ) Fair

Clear { S VPracti,cal
‘Adaptable " Connected

A. Credible

The foremost requirement for a performance measurement system is credibility. Pohcy
makers and citizens must have confidence that the information produced is accurate and
relevant. Performance measures must be credible representations of the quantity and quality

.of the services provided by an agency or program.

Credlbxhty is partly a matter of the objective accuracy of data, and partly a matter of the

~ beholder of those data. Performance 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 1nd1cator
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

g your tolerance for largely rhetorical stuff is low at the moment you may want to Sklp
ahead to Sectxon 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 éxplain how they calculate performance measures; and retain R
documentation to support the calculations. E ' :

B. Fair . oo :

. 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 qualification (perhaps trap) here. There is arguably no program effect that is - |
totally within the control of program managers. Social programs 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 would be no performance measures. o -
' . . .. While no manager controls. all the factors' that ‘affect program performance, ‘it is
o legitimate for measurement systems to concentrate on bottom-line quality measures, and__f ’

stretch people to think of ways in which they can partner with others to leverage resources
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. o

' Fairness is as much a matter 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 tool 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 often turn out to be indicators of cross-agency or --
community well-being, rather than meastires of program performance. .’ S

C. Clear. =~ . T A : : .
'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 composite index that compares actual

rates of recidivism to projected rates. e e

Often, it is not the performance measure itself that lacks clarity, but rather the way that
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, t_hén the performance measure is clearer. and more useful for
policy makers and ordinary citizens alike. - R : '

.
-
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D. Practical

" The performance measurement system should be practlcal to administer and unplement 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. samples 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

measurement 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. follow
* suit. - Imagine -trying to check in for a fhght w1th a system des1gned prxmarrly to meet

executive needs.
. Another dimension of practxcahty involves the development operatron and hnkage 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 poss1ble share data-"
collection: strategles and instruments. Presentation of performance data at the county, city,

and community 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: analysls 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 probléms of comparability with prior-period data. And this requires an

increased measure of analytic soph1st1catron in trackmg performance across d1scontmu1t1es in

. pohcy

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 promrse for more effective and more respons1ve services.

But ”less categorical” 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 categones 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 mtegrated thh 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 outstandmg performance and helped to unprove when -
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performance is poor). Some of the speciﬁc's of how to deéigﬁ and 'uﬁplement 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 v
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
. measuremient 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
" display too much, not too little, ‘data.”. Typically, for each sub-program, 10 or ‘more
performance measures are shown. A$ we move from sub-program to program to agency -
‘levels, the number of displayed performance measures grows exponentially. This provides - ’
executive and legislative branch decision makers with a sea of data,” but no particular way to
sort out what is important from what is not. . o T
. While it makes sense to build performance measurement systems from the bottom up,
this does not mean that we must adopt the undisciplined practice of using unlimited numbers -
of performance measures. The first and most’ important - featire of a good’ performance
" measurement system is-the use of a-common-sense approach to “seeing the forest for the ‘
trees”. e . Lo I S :
] The first task is to contain the data .explosion at each step in the construction process.
For each level of performance, we identify the 2,73, or 4 -most important performance -
~ meéasures. 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 seléct these measures at each step in the process. = A
~. ‘Using this approach, each level of the performance document or budget has the same
amount of performance information organized 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: _ S : .
. -e Identify the “candidate list” of performance .measures available in the ' four
.. quadrants above. ' S . e o _
e -Pick 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.) - -
SRR _ e Create baselines with forecasts for these measures. ‘
- - 2. 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. . E : : ’ L

" This does not mean that there is too much data from which to choose, only, that too *
much of what is available is displayed. e , :

™ From 15™-century navigational charts, the exponential'_monster: 'in the Sea of Data ‘
(Eighth of the Seven Seas). ' ' ' o ' : :

>
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In the course of this work, it is not uncommon to find programs, and even whole

_agencjes, for which there is very little good data. In this case, the data selection process is not -
" about 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 important—even-with limited data—to

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

development.
A related problem has to do with the relative scarcrty of quahty measures in data-

system reports. Most agency data systems count quantity, not quality. Here, one relatively .

srmple solution involves the use of “composite” performance measures, that is, performance

meastires that are created by calculating the ratio of two existing quantity measures.. For

example, 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.
But by calculating the ratio of program components with reported violations to total program
components, a useful measure of quality can be created. Most good quahty measures,

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

B. Building a Performance Measurement System from the Top Down
(or a word about that rare occasion when a top-down approach makes sense)

1

" 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
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
anything. People come quickly to resent the intrusion of these new, time-consuming, and

" largely useless tasks. And the system is eventually abandoned.

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’

each of the people who report dxrectly 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 frlled in
wrth one entry in each quadrant They could discuss three things: -

e Whatdo these data tell us about performance?

e What more would we like to know? - (For example, companson to last year last
month, 1-, 2-, or.5-year trends, maybe forecasts of performance.) '

e 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 ’ contractmg between the agency head

* and the program manager).

By starting the process this way (or using this method to build" on an ex1st1ng
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
o Top management is modehng 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 tlus same process with the people who report to

' ) ' ‘ : o) .
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* them, and to build down 'tliroggh thé organizat_ioh. (This is not the way most management
- books tell you to do it, but it probably works better.) . o ‘

T ' still another reason why working from the top down makes sense is that the
‘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 -

_ top/down will give people a sense of what top management sees .as important, without '
making this an inflexible and domineering perspective. o R
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.
literature that we sometimes don't recognize the times when it has a legitimate and important
place. This is one of those times.* - o : ' ' o -

' C.. Selecting the Most Important Performance Measures
Primary vs. Secondary vs. Tertiary Measures R _ S »
As we have seen, not all pérformance measures are created equal, and very few performance
systems provide a disciplined focus on a small number of the most important measures. In
the “Strategy Map” paper, we put forward the notion that not all indicators are equally

~ important. : N . S L :
" 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
performance and use these as the focus of performance reporting and accountability. These

'.”primary}-’ performance measures should be selécted using the following criteria:
1. Measures should be given priority—as shown on'the chart in 'Sectio,ﬁ II—as follows:
. ~ 1st - Quality of outputs ' ' -
/. 2nd:  Quality of inputs
3rd: - Quantity of outputs
_ 4th:- " Quantity of inputs _ ,
2. _Primai'y measures shomd then mieet the same three tests applied to indiéato_ri"’“ _
° _Cotnmun‘icﬁtion Power: Does the performance 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
o . : descriptive, data. They must be powerful, common-sense, and compelling, not
' ' ~ arcane and bureaucratic measures. The point here 'is to develop performance
. measures that have power and clarity with diverse audiences. .

e  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).

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

'
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o 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

" progress—or the lack thereof—on 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. Itincludes 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 veéry 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 most unportant quahty-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
quahty measures, and then go on to analyze the more unportant quahty measures.

D. The Matter of Baselines
Defining performance success as “turning the curve”
We often set ourselves up for failure in our work on performance measurement by creating

- unrealistic expectations and unp0551ble standards for success. A large part of thls problem is

attributable to deﬁmng success by pomt to pomt improvement

“Our rate of youth v1olatmg probatlon is x%. Success means decreasmg thls rate by 25% ‘

over the next 2 years.”

Agency performance conditions, )ust like the md1cators of child and fam1ly well-bemg, =

tend to be more complex than this. These conditions have direction and inertia.. This is
reflected in a baseline, which is sometimes headed in 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 and 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 cari‘and. should be
: -+ dynamic, using data to test ourselves and our strategies on aregular basis™ - ST
L This view is common in private-sector sales operations, where sales objectives are set—
* not in relation to last year's absolute level—but 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” anddemographic changes affect the likely future course of performance does
~ translate. . Child-support' collections, for example, -are affected- by employmient rates and
. changes in wages. Improving performance in this: service should be geared to exceed
. expected changes related to these factors. A ' o ‘
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 limited by
systems that inaccurately. measure progress and which skew decision making aw‘ay‘,fro'm
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. o B

" In one city budget, performance data for the fire department 'showed very fa'vorablé _
rates of fire incidence, injury. rate, death rate, and property-loss rate compared to national
averages. While these ratios are significant measures 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 comparison to national averages.

..+ . E. The Matter of Standards - o . S
© 7+ 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 quality—from 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.” ‘ R o Co ‘
Let's look at some examples of standards.in each quadrant:

‘ . Qu.u'zl'ity of Service Deiivery (Upper-Right Quadfant): C
R ) Tiinel_iness: Standards are often established for response to inquiry, d.ec;sionsl on -
. . applications, and, sometimes, waiting time for service. For example, child-welfare laws
often require that the investigation of an abuse réport be initiated within 24 hours. State
. and local agencies sometimes establish miriimum performance standards for these rates
v in the 95%.to 100% range. " - : o T
e Ac’cessibilify: There. are well-established standards with regard to hahdicép :
accessibility. Other accessibility standards have to do with office network coverage,
convenience of public transportation, and hours of operations. - " - .

™ 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 Oaks; CA Sage. o

" Note that standards are not performance measures, but desired values for performance
~ measures. Standards are therefore not “entries” in the quality-quadrants, but values associated
‘with such entries. - ’ T Lo '

.. R
. '
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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 Qﬁadfa}zt):

Lower-right-quadrant standards are much more rare, and, in some cases, necessarily

experimental.

e Client condition standards: These are standards that address ratés ' 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).

e 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. " " ' -

4 .

In the meantime, we have two usable substitutes for standards: the creation of -

baselines for prior performance and the use of “benchmarking”” 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. :

2 Note the difference in the way in which the term “benchmark” is used in public- and
vprivate-sectof 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
SectionII.) ‘ S '
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VI. EXAMPLES OF STATE AND LOCAL PERFORMANCE MEASUREMENT SYSTEMS
Looking af state and local performance measurement through the four-quadrant lens. ' 7
" In this section, we examine séveral 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 méasurement: systems, not results-based
‘systems. As noted in previous sections, these are connected, but séparate, areas in which 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 SectionIl. -~ .

A. Texas: Strategic Planning and Budgeting Syét‘em' A L . _

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. -
Strengthien the monitoring-of budgets and performance. -
 Establish standardized unit-cost measures. '
Simplify the budget process. . - T
Provide rewards and penalties for suc_cesé and failure. R _
" Assure the accuracy of measurement data (using a review and certification process by
the State Auditor's Office): i ’ :
© Texas's strategic - planning framework is built around statements of mission, goal, -
priority goal, result, performance measures, and objectives. The system sets out “Workload
. vs. Performance” as competing approaches to budget development, 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 performahce measurement systems, a preoccupation with how much is done, not how well
it is done.- ’ : : A s . : B R

The system currently uses four'pr_incipl.e fypeé of performance measure_s.v

e  Outcome measure: a quéﬁtiﬁable indicator of the public benefits from a state entity's =
. actions., . ' A O
‘e Output measure: '~ a quantifiable indicator of a state entity's goods.or services
. produced. Lo - . o
o - Explanatory/Input - measure: an indicator that shows the resources used to produce
. services or a factor that affects agency performance. R : .
e - Efficiency measure: .a quantified indicator of productivity expressed in unit costs,
units of time or other ratio-baséd unit. . - - ' s '

. -
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These terms describe the types of measurement used in an over-arching system that
moves in a structured process: : -

.o From Statements of Purpose: statewide vision, mission, phllosophy, 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 . agenc1es set five-year goals through a strateglc planmng 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

activities 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 measures—mcludmg 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
. Leglslatrve Budget Board, and the Govemor s Office of- Budget and Planmng

B. Arizona: Program Authorization Reviews

. Arizona's budget offers an excellent example of the use 2 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 planmng,
performance measures, program evaluation, and budgeting.

The Fiscal Year (FY) 1998 and 1999 Executive budget mcludes 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 pubhshed as submitted ' by the agenc1es 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

' d1fferent state agencies. The PAR process addressed four key questions:

e - How does the mission (of the program) fit with the Agency's mission and program s
" enabling authority? .
e Does the program meet its mission and goals efﬁclently and effechvely, mcludmg
comparison with other jurisdictions?
e Do the program's performance measures and performance targets adequately capture
- theseresults?
e . Are there other cost-effechve alternative methods of accomphshmg the programs
' 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:

. e Average daily popuiation
. ‘¢ Cost per inmate
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Percentage of corréctions policies complied with *
Ratio of administrative to institutional staff - '
Escapes per 1,000 inmates - o
The Executive Summary of the 1997 Program Authorization Reviews “identified a
. number of key issues and conclusioné 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. \ R . .
- 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 control. : 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 ouitside
. :factors.z_’ .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 -
Departmeént cannot fully control recidivism, they do-provide opportunities for inmate
rehabilitation. R - o ’ o
‘ 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. o
- performance data in order to improve program performance. : o :

* C. North Carolina: Performance Bud‘getihg_Syétem‘ T R - : _
Beginning in 1991, North Carolina implemented a budgetary proceés that .focuses upon - " -

. performance measures for all state agencies. The process involves 'developing and using |

' program performance measures for thie more than 3,000 state-funded “activities” inicluded in - -
the  departmental budgets. The North Carolina General Assembly has supported’ the

' movement away from ‘a traditional line-item “input-focused” budget ‘to an “outcome-
focused”” .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 1997-1998 and FY 1998-1999 budget recommendations that
“employ a format designed to demonstrate the Telationships 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 .

. 5 See the discﬁs_sibn of tl.\e_aligmner.\t\o'f client results and community-wide _i'esﬁlts-.
* (Section III-E) and the discussion of credibility and control issues (Section IV-B). .

" Arizona uses an interesting ”safgty ,\)a'lve” 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.”
‘ Ei_Not'e that Noxth Carolina ;15es the term “outcome” to descfib'e the effectiveness of state
- programs. This generally corresponds to the use of “output” measures as described in Section
. m‘ 5 ) . c . . L . oo L. .
. * These Bﬁdéet documents afe available on the North C'arolin‘a Office of State Planning'’s-
- eléctronic world wide web site at http://ospl.state.nc.us. ' BT

o - . ! ) - - . 1
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govemment This approach to budgetmg involves grouping govemment services that share a
common purpose, have common clientele, or common programmatlc outcome measures.

" There 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 coordmated across organizational |

boundaries. .
For accountmg purposes, each “element” of state govemment 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

“program area. 2 Another important feature of the North Carolina system is its use of multi-

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

D. Other Notable State and Local Performance Measurement Systems

-Many other states and communities have developed systems that link performance data to

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

Communities such as St. Petersburg Beach, Florida, and Phoenix, Arizona, report
performance data monthly anid annually in order to compare ‘performance to targets; Phoenix
also conducts a customer-satisfaction survey every two.years. - Indianapolis, Indiana
conducts regular citizen surveys; publishes ‘a public budget document explaining resource
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
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

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

. important performance measures. The selection and presentatlon of these data make the
information more relevant and useful in the budget ‘decision-making process. Iowa is using

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

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

7 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
school,” for example, draws on sub-programs in the education, human services, ‘and health
program areas. See the dlscussmn of the link between results and performance budgeting in
Sections III-E and III-F. :
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must specify the dollars allocated for 1mportant activities. and the 1mpacts that they wrll have

on Milwaukee residents. This process of activity-based costing, combined with performance

- .measures, gives pohcy makers more comparable- mformatron about the costs of dxfferent .
services. : : '

" VII. LESSONS AND ISSUES .

Performance measurement has a long lustory and a'short memory A number of lessons and

- issues from tlus work are summarized below

‘A. The Language Trap

The language trap is the most common problem in building performance accountabrhty_

-systems. ‘Words matter. And our ability to communicate about complex subjects—such as

agency, program, and commumty accountabrhty——requrres that we. adopt understandable
language conventions. :

" The discussion of “results, 1nd1cators and performance measures” in Sectlon II prov1des
some essential distinctions for this’ work—most importantly, the distinction between cross-
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 concepts-and end up wrapped around an axle. - , _

Language conventlons should also be as simple and easy ‘to understand as p0551ble It

. should not be necessary to become an expert in the.language of a performance
‘measurement system in order to use it. ‘Frequent references to a glossary, or frequent .

debatés about whether a measure fits into' one category or. another, may be signs -that

. ,language conventlons—and possibly the underlying framework—are too comphcated

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. - This is the experlence of more than one ‘jurisdiction: where performance. -

‘documents have had limited utility i in the execut1ve 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 1mportant 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 orgamzatlonal components. Any document that attempts to show everi a small -

number of performance méasures for all these: levels would riecessarily be long and complex
There are.several ways to avoid the bookshelf trap: '

e Make sure that the performance measures chosen are the ones used in day-to-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 "utrhty" will force the number 1nto the-
‘reasonable rarge. . :

. .Keep the list of performance measures per program short And, of course, p1ck the
most unportant measures - presumably from the quahty column discussed above.

o At each level of summatlon, drop all but the ‘top three measures from the .
' organizational level below. At the agency level, the performance measurément

(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 whichto 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.

Imagme ‘that we are report1ng to the stockholders of a large corporation. What do they

~ need to know—bottom line—about the health and performance of this organization? This
way of thinking about data presentation may help focus and simplify the work and avord the

bookshelf trap.

C The Credit Trap
(or, why people are so insistent on quantrty 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 tlus 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.

o 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 l.nformatron in its own right, as in the
case of the number of children enrolled in the school system or the number of fam.lhes
“with children served by sheltérs 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 legltlmate measures among

others. :

e Third, and most unportantly, dont allow mputs (quantrty or quahty) to become the

primary measures of agency or program performance. Program’ managers may be
comfortable stoppmg 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.’ 3
‘ 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 res1st the temptation to load so much onto the performance system that it lists
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seric‘ously'to one side and eventually cép;sizes, sending all the little performance measures and
their adherents to the bottom.” , = . S , :

- D. Pay for Performance
(and other matters of consequence) . . . S
Pay for performance is a growing practice of corporate 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 organizational performance.”” : . ‘

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 from the benevolent .to-the‘Machiavellian._ "I'he; 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-
- satisfaction surveys show that money is not at the top of the list for job satisfaction. A
sense of accomplishment and recognition is. Once you get past the survival and growth .
' impefativés that go with organizations, theé same is true. ) o '
~ o Consequences should advance the overall pérformahcé of the_brganizatioh.'. 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 performanceof a particular business unit,
_and the performance of the individual's work team. (Note that this did not include the
."individual's performance.) L o : '

. Pépple (and organizations) need to be treated wit].n‘re‘spect. 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 scam will harm morale and performance. .

Crafting money consequences to go w1th performance is a tricky business.. Pay for -
~ performance is an appealing concept, but hard to implément when the products are changes
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_polvic;ies‘) before ‘we know what good performance. is. We need to build
performance histories, and begin to measure and reward improvements on past performance.

_ ™ The survey by Watson and’ Wyatt & Co. was reporte'd in The Washingtbn"Post',
November 21, 1996, page D1 T , - L _

¥ Performance Measurement: Report on a Survey of Private 'Sevctor‘ Performance Measures,
+ - Department of the Treasury, Financial Management Service, ]apuary 1993, page 10. "

 The Washington Post, November 21, 199.

. '
.

)
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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 Deuelopment)

Agencles are organic entities.” And how data are developed d1str1buted and used are
organic systems. Such systems can be healthy, or not. As a result, there is an unportant link
between performance measurement and orgamzatronal 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

pract1ce
“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 orgaruzatron 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 purushment
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 communication, trust, morale, and the
~ other characteristics of successful and healthy orgamzatlons While you are waiting for the

ambulance to arrive, consider buxldmg 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 ]ust the bad news, that

your organization produces.

Performance measurement is not a clean mechamcal 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
W1th other orgamc parts of your organization or system

F. Auditing the Performance of Performance Mea'surement 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 departmerit 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. :

" Say that fast five times.
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It may make sense to ”aud1t” the performance measurement system Such an audxt

would address both problems of unplementatron 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 ver1fy1ng 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 benchmarks—a‘
role well above and beyond the traditional function of auditors. These may be models of
.what audxtmg agencies can become in the future when they move beyond narrow roles.

G. The Sole Ownershxp Trap’
The distinction between results accountabrllty and performance accountabxlrty helps explam
. 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 dépends on more than 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 to' have a single strarght-lme progression from result to department to -
program to performance 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. Measurmg
‘success. on results ‘and measuring - success. on performance are- two different (though
* interrelated) things.. Departinents can be principal owners, but they are not ever sole owners. .
This sounds like common sense. But it is rarely, if ever; seen'in practice. People have been V
trying to reinvent the “straight progressron" system for the last 50 years. Thrs isa fa11ure It .
doesn't and can't work.
- Itmay be neat accountmg, but it is a poor representatron of the way the world, let alone
_ governmerit, 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’
addrtron to functronal categorizations provrded by tradrtlonal 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 govemment need to be,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 buymg a'car. Look under the hood. Kick the tires.- Take the time -
to compare models. Many in government -feel that they do not have the time to be good
" consumers when it comes to planning and budgeting frameworks. This is not true, of course,
with' other forms of procurement, where we obsessively requrre competition against
predetermined specifications. This paper is one of many to consider. The bibliography is a_
partial list of other documents and other-approaches to read and consider. :
~ Youdo not have to become an authority before you can choose. ‘But the same prmcrples
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 Takmg 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 cucular charts to deplct
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 measures—and all of these processes
are necessarily iterative—but, 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 i unagery to describe the work.

Viil. CONCLUSION

Accountability systems—whether results or performance—are riot ends in themselves, but
means to the ends of improved conditions of well-béing 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 u'nportantly, help us
create improved results for children, fam111es and communities.

v
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'About' The'Finance Projec-t“ |

: The Finance Project is a nat|onal |n|t|at|ve to |mprove the effectlveness
efficiency, and equity of public- and prlvate -sector financing for education, other’
children's services, and community building and development. With leadership and
support from a consortium of private foundations, The Finance. Project was established
in 1994 ‘as an independent, non-profit organization. It undertakes an ambitious array of

. “policy research and development activities, policy maker forums and publ|c educatlon
~ activities, and support and techn|cal asslstance actrvrtles : :

The work of The Flnance Pro;ect is a|med at |ncreas|ng knowledge and
strengthenlng the capab|l|ty of communities; states, the federal government, non-
governmental entities, and the private sector to implement promrsrng strategies for

. .generating necessary fiscal resources and improving the return on |nvestments in
ch|Idren and their fam|l|es Its activities are intended to:

e Examine the ways in wh|ch governments at all Ievels and the pr|vate sector
" finance education and other supports and services for ch|Idren (age 0 18) .
. and. the|r families;

",. ' ldentlfy and highlight structural and regulatory barrlers that |mpede the
- efféctiveness of programs, institutions, and services, as well as other public
Jinvestments, aimed at promoting children's growth and development;

"o Outline the characteristics of fi nancing' strategies and related structural and -
" administrative arrangements that support improvements in educatlon other
- ch|ldren s servrces and community building and development

- K ' Identify prom|s|ng approaches for lmplementlng these financing strategles at-'
. the federal, state, and Iocal levels and assess their costs, benef ts and
feaslblllty, - : S

‘e . Highlight the necessary steps and cost requlrements of convert|ng to new
: f inancing strategies; and

. Strengthen intellectual, technical, and. polltlcal capab|l|ty to initiate major-long- -
© . term reform and restructuring of financing systems, as well as interim steps.to
overcome |neft' ciencies and |nequ|t|es wrthln current systems.

The Flnance Prolect's work is organlzed wrthln three broad areas Actrvrtles in
each area build upon and |nform the others ' - , _
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‘. - Review and analysis of federal, state,A 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 resources, 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.

i. 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. Additionally, it initiates and participates in collaborative efforts to
mob|||ze the intellectual and technical resources needed to bring about positive change

The working groups bring together rndnvnduals and ideas from many domains to
-ldentlfy and assess alternative approaches for generating necessary fiscal resources

o _ 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 impiementation in the years ahead. Three
working groups are developing tools and options in the following areas:

e Strategles for Generatlng Revenue for Educatlon and Other Chlldren s
Services; :

. Results-b_ased Planning, Budgeting, and Accountability Systems;'and"

" e Financing Comprehensive, Cornmunity-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 ass|stance capac|ty tohelp ’ reform-ready"-states and commUnities

to advance their agendas:

e Clarify issues that are unigue to f nanc|ng community supports and services -

for young children and their families; -
° Identlfy and-assess promising reform strateg|es

e Develop and d|str|bute relevant policy tools.
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m Promotlon of lmprovements in fmancmg systems and strategles

The Flnance Pro;ect reaches out to an array of audiences that are cr|t|caI pIayers ’
in the change process—rncludlng federal, state, and local officials; educators, human

" “service providers, and community organizers in non-profit and quasi-governmental .

organizations, business and union leaders; academic scholars and foundation
executives; and the media. The F|nance Project has created a valuable centraI
intelligence capablllty on financing issues and strategies, as well as a rich support and
technical assistance resource for "reform ready" states and communitiés. - Drawing on
the knowledge and tools that are being produced, the project's staff, consultants, and ,
work|ng group members work directly with state and community leadérs in several ways:. . -

. e 'Facllltatlng dlrect connect|ons with | peers and experts who have reIevant
’ knowIedge expert|se and experlence : -

‘® -Provrdlng on-site Iearn|ng opportun|t|es
"o "Producmg tailored "how to" materlals

Ve Creatlng Iearn|ng cIusters

'In September 1997 The. F|nance PrOJect was awarded a contract from the Child
Care Bureau of the U.S. Department of Health and-Human Services to work with the
Families and ‘Work Institute and the National Governor s Association to provide

" information and technical assistance to state child care administrators as they '
+ work with busrnesses philanthropic organlzatlons and other groups to burld and sustaln '

partnershlps Initial activities will

° . Identlfy and track existing practlces for promotlng publlc prlvate partnershlps
' at both the state and communlty levels; : S

e Develop a series’ of written technlcal assistance matenals to gurde the
o formatlon and |mpIementat|on of successful publlc-prlvate partnershlps and

e Provrde perlodlc updates to. state ch|Id care grantees about |nformat|on
‘ collected and produced :

" The Finance Pro;ect extends the. work of many other organlzatlons and blue- . ;
ribbon groups that have presented bold agendas for improving supports and services for

- children and families. It is creating the vision for a more-rational approach to generatlng

and investing resources in education, other supports and services for children and

- families, and communities. Itis developing 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, efﬂclency and equiity of current systems. .
* It also provides support and techn|caI assistance to “reform ready” states, communities,

and initiatives engaged in efforts to aI|gn their financing systems with their po||cy and
program 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) ,
info@financeproject.org (E-mail)
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RESOURCES AVAILABLE FROM THE FINANCE PROJECT’S WORKING PAPERS
SERIES

ol

Federal Fmancmg Issues and Optlons
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-~ 50 States by Steven D. Gold, Deborah A. Ellwood, Elizabeth I. Davis, David
S. Liebschutz, Sarah Ritchie, Martin E. Orland, and Carol E. Cohen (October
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" quantity desired next to the pubhcauons you would like to receive and mail this form, along:

with your payment, to:
. The Finance Pro;ect '
" . 1000'Vermont Avenue, NW, Suite 600
Washington, DC 20005
202/628-4200. -

Name:

Title:

Affiliation:

Address;

City: - © Statr __-__ Postal Code: _
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