
Preface

Dall W. Forsythe

In 1998, two of America’s top experts in public management
agreed that government’s use of performance management de-
served a searching and critical review. Those experts were Rich-

ard P. Nathan, director of the Nelson A. Rockefeller Institute of
Government, and Paul Light, then a program director at The Pew
Charitable Trusts. This book is one of the products of their agree-
ment.

As the bibliography in this volume demonstrates, the literature
on performance management and measurement in the public sector
is extensive. Most of the authors writing in this field advocate in-
creased use of performance management systems, and see them as
indispensable tools for improving management and accountability in
government. Light and Nathan, however, were concerned that too
little attention had been given to the problems of “managing for re-
sults,” as performance management is sometimes known. As de-
tailed in the cases and analyses in this volume, performance
management initiatives in government face difficulties in implemen-
tation in the best of circumstances. At their worst, they create incen-
tives for unexpected or even undesirable behavior by agency
managers and front-line personnel.
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To look more deeply into the problems and possibilities of per-
formance management systems, The Pew Charitable Trusts and the
Rockefeller Institute brought together a group of experts in public
policy and management to discuss these issues. An effort was made
to include critics as well as enthusiasts. In addition to Nathan and
Light, members of the Task Force included:

� Walter Broadnax, dean of the School of Public Affairs at
American University in Washington.

� Patricia Ingraham, professor at the Maxwell School at
Syracuse University, and director of the Government
Performance Project.

� Donald Kettl, professor at the University of Wisconsin
and director of the LaFallotte Institute.

� Allen Schick, professor at the University of Maryland
and senior fellow at the Brookings Institution.

As the Task Force was being assembled, the editor of this vol-
ume joined the Rockefeller Institute as a senior fellow, and was
added to the Task Force and assigned responsibility as project direc-
tor for its activities.

Members of the Task Force met twice to discuss performance
management, once in Albany at the Rockefeller Institute, and the
second time in Washington at American University. In these meet-
ings, the Task Force members were joined by performance manage-
ment experts in government, including Jonathan Breul of the U.S.
Office of Management and Budget and J. Christopher Mihm of the
U.S. General Accounting Office. Also invited were many of the au-
thors of cases and essays included in this volume.

On behalf of the Task Force, the editor also interviewed perfor-
mance management experts on Congressional staffs and in nongov-
ernmental organizations specializing in this area. An early product
of this work was a monograph on the status of the Government Per-
formance and Results Act (GPRA) (Forsythe 2000). Presentations on
performance management and GPRA were also made at a confer-
ence organized by the Council on Excellence in Government and
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several professional organizations. The Public Administration Times

published a summary of the monograph. Finally, Forsythe and Na-
than published an article in a collection edited by Mark Abramson
to provide background for the incoming Bush administration
(Forsythe and Nathan 2001).

While the work of the Task Force was under way, its members
and other authors were preparing case studies and analytic essays
for this volume. The question mark in the title is intended to remind
the reader that the efficacy of performance management in Ameri-
can government is a question for discussion, not a settled issue.
With that in mind, considerable care was taken to encourage dis-
senting voices on the topic, and case studies explored problems in
performance management — JTPA and Empowerment Zones, for
instance — as well as success stories. The logic of this point and
counterpoint is developed in detail in Richard Nathan’s introduc-
tion to the volume. The volume concludes with a chapter essay by
the editor exploring the practical pitfalls and possibilities of perfor-
mance management, using experience from state and local govern-
ments to outline the hurdles faced as the federal government
continues to implement GPRA. The aim of these chapters — and the
book as a whole — is to give the reader a richer understanding of
when and how top managers succeed or fail in their efforts to use
performance management systems to improve the functioning of
government.

The editor would like to acknowledge many debts accumu-
lated during work on this volume. This book could not have been
completed without the generous support of The Pew Charitable
Trusts, and Elaine Casey and Michael Delli Carpini provided en-
couragement and helpful advice as well as funding. While the Task
Force members contributed critical intellectual guidance and the
authors’ contributions are obvious, several other people also pro-
vided knowledge and advice that shaped the final product in im-
portant ways. In addition to Jonathan Breul and Chris Mihm, Paul
Posner of the GAO and Barry White of the Council on Excellence in
Government were indispensable advisors. While most of the chap-
ters in this volume are original, special thanks are also due to au-
thors — Harry Hatry, Beryl Radin, and Virginia Thomas — who
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gave permission to reprint several important essays, and to their
publishers.

Richard Nathan conceived this project, and provided invalu-
able advice at every single stage, from inception to final editing. His
contributions are so extensive that a less generous colleague would
have insisted on — and deserved — billing as a co-editor. As a con-
sulting editor, Sandra Hackman applied her formidable skills to ev-
ery original essay in the volume, challenging authors to clarify their
thinking as well as their writing. Like Nathan, she did much of the
editor’s work, and deserves more credit than this acknowledge-
ment. Ellen Blake’s assistance as a project manager provided mo-
mentum to keep the book moving forward, and Rose Sullivan
stepped in to help when Ellen moved on to another assignment. Mi-
chael Cooper, the director of publications at the Rockefeller Insti-
tute, expertly guided the project through its final production stages.
Francine Spinelli painstakingly produced the bibliography. I am in-
debted to all of these people. Without their assistance, this volume
would never have been completed.

x

Quicker, Better, Cheaper?

Managing Performance in American Government



1

Introduction

Richard P. Nathan

One of the frustrating things about edited books is that they
typically attempt, but fail, to instill cohesion into the work of
academic experts who have a strong tendency to go their

own way. This edited volume on performance management and
budgeting in government, compiled by Dall Forsythe, takes a differ-
ent approach. Forsythe deliberately selected authors who both offer
a range of experience with the contemporary performance move-
ment at different levels of government and present different voices
on this subject. As a result, what comes through in this compen-
dium is a strong point-counterpoint theme. The yin and yang of the
performance movement in government is what the reader should
take away.

This is what the Rockefeller Institute sought to achieve when
we initiated this project three years ago. In his foreword to this
book, Dall Forsythe discusses the tasks he pursued for the project,
including the wide dissemination of a white paper issued in Febru-
ary 2000: Performance Management Comes to Washington: A Status Re-

port on the Government Performance and Results Act. The report was
the first product of the Rockefeller Institute’s project on perfor-
mance management and measurement, supported by The Pew
Charitable Trusts.
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Although we instigated the project particularly to take a close
look at the budget reforms embodied in the 1993 Government Per-
formance and Results Act, we have also stretched the canvas more
broadly to consider state and local budget reforms of the same
genre. These reforms emphasize outputs rather than inputs. They
are often referred to in governmental shorthand as focused on “re-
sults.” The results focus launched by the 1993 GPRA produced “lit-
tle GPRAs” among state and local governments, as often occurs
with new managerial reforms in American federalism.

Dall Forsythe and I have had more than a dozen conversations
about how to view this new period of budget and management re-
form. It is interesting that, although our ideas are similar, our roles
have reversed. I began as highly skeptical, while Forsythe was more
of an enthusiast for GPRA and the performance management and
budgeting movement generally. However, Forsythe’s ideas meta-
morphosed into a viewpoint, presented in the final chapter of this
book, that highlights problems entailed in fulfilling the goals of
GPRA. On the other hand, I became increasingly impressed with
the way the idea underlying “results management” and “results
budgeting” has permeated the thinking and conversations in and
around governments, reflected in subtle ways in the questions
policymakers and public managers ask and the kinds of conversa-
tions they have. The simple idea is appealing, namely to focus atten-
tion on the outcomes of government programs. That is, what
happens to people as a result of government programs (i.e., the out-

puts and outcomes of governmental action), not the inputs of govern-
ment programs, is what really counts. This idea has become more
than a slogan. It has become a way of viewing decisions and issues
across the governmental landscape.

It is not possible to measure this subtle internalization effect.
Moreover, it may be too much to expect that it could ever be
formularized in the ways the elaborate GPRA law stipulates. Still, I
can imagine that deep down in the innards of public management,
gnarled hands experienced in the game of government knew all
along that the real goal of GPRA was to change the way people
think. Indeed, it can be argued that this, more than anything, is the
purpose of the perennial reform exercises intended to introduce
greater rationality and intellectual rigor in the give-and-take of
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what is (and always will be) an intrinsically pluralistic and yeasty
American political process.

In sum, the 1993 Results Act is not a whole new ballgame. Al-
though it has distinctive features, it must be seen as one in a long
line of efforts to introduce greater rationality into government deci-
sionmaking generally, and particularly into the budgetary process.

Past Federal Budget Reforms

Performance Budgeting. In 1949, the Hoover Commission, appointed
by President Truman, issued a report calling for “performance bud-
geting.” The commission recommended “that the whole budgetary
concept of the Federal Government should be refashioned by the
adoption of a budget based upon functions, activities, and pro-
jects.”1According to political scientist Frederick C. Mosher: “The
central idea of the performance budget…is that the budget process
be focused upon program functions — that is, accomplishments to
be achieved, work to be done.”2 The budget process had tradition-
ally emphasized developing a reliable system of expenditure ac-
counts. Like GPRA, the rhetoric of the reform was to shift the focus
from inputs (items of expense, number of federal employees) to out-
puts (activities, accomplishments, and their related costs). Costs
and appropriations were to be related to productivity or services
rendered. For example, the U.S. Postal Service, according to this the-
ory, would calculate the personnel required for the coming budget
year by identifying the number of letters that could be processed by
one employee and by estimating the number of letters to be pro-
cessed.3 Five years later, the second Hoover Commission, estab-
lished in 1953, picked up this same theme. Its report observed that
federal budgeting inadequately linked programs with costs “and
suggested that budget activities and organization patterns be made
consistent and accounts established to reflect this pattern; and, that
budget classifications, organization, and accounting structures
should be synchronized.”4

Planning-Programming-Budgeting (PPB). A decade after the re-
port of the second Hoover Commission, Lyndon Johnson an-
nounced his much-hyped “Planning-Programming-Budgeting
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System” (PPB), which was grounded in systems analysis — the pro-
cess of defining objectives and designing alternative systems to
achieve them. PPB was developed under Secretary of Defense Rob-
ert McNamara, who had previously been president of Ford Motor
Co. President Johnson was so impressed with McNamara’s applica-
tion of this approach to the U.S. Department of Defense that in 1965
he ordered PPB to be used right away across-the-board in every fed-
eral agency. According to the Bulletin issued by the Budget Bureau,5

the objective of PPB was “to improve the basis for major program
decisions in the operating agencies and in the Executive Office of
the President. This requires clear statements of alternatives and of
the reasons for decisions. Program objectives are to be identified
and the alternative methods of meeting them are to be subjected to
systematic comparison.” The system had three basic elements. First,
program memoranda (PMs) compared the cost and effectiveness of
major alternative programs and provided documentation for strate-
gic decisions recommended for the budget year. Second, special ana-

lytic studies (SASs) provided analytical groundwork for the
decisions reflected in the PMs. And third, program and financial plans

(PFPs) provided multi-year summaries of the outputs, costs, and fi-
nancing needs of agency programs over a five-year period.6

Management by Objectives (MBO). Management by Objectives
was Richard Nixon’s brand of budget reform, based on the idea of
setting objectives for agencies in terms of the work they were ex-
pected to accomplish. More flexible than PPB, it allowed agency
managers to choose how to achieve their goals. But MBO also re-
quired periodic reports on progress toward planned objectives. In
an April 18, 1973, memorandum to federal agencies, President
Nixon said: “I am now asking each department and agency head to
seek a sharper focus on the results which the various activities under
his or her direction are aimed at achieving…. This conscious em-
phasis on setting goals and then achieving results will substantially
enhance federal program performance.” The director of the Office
of Management and Budget, in a follow-up memo to department
heads, explained the purposes of the new initiative as being better
communication, faster identification of problems, and greater ac-
countability of managers to supervisors. Included in the president’s
memorandum was a request to each agency for its proposal of 10 to
15 most important “presidential objectives” to be accomplished in
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the coming year, with the goal being the identification of 100 presi-
dential objectives governmentwide. MBO did not make an explicit
connection to the budget process during its first year. And then in
the second year, efforts to tie the initiative to the priority-setting
processes of the federal budget were overwhelmed by Water-

gate-related events that led to Nixon’s resignation.

Zero-Base Budgeting (ZBB). Jimmy Carter had the most radical
concept for budget reform. His approach, called Zero-Base Bud-
geting, constituted a rejection of incremental decision making.7 ZBB
required each agency to justify its entire budget submission each
year (i.e., “from ground zero”). In a memorandum dated February
14, 1977, President Carter directed all agency heads to apply ZBB in
preparing the fiscal year 1979 budget. “A zero-base budgeting sys-
tem permits a detailed analysis and justification of budget requests
by an evaluation of the importance of each operation performed.…
By working together under a zero-base budgeting system, we can
reduce costs and make the Federal Government more efficient and
effective.” ZBB included three basic elements. First was identifica-
tion of “decision units” — the programs or organizational units for
which budgets are prepared. Second was preparation of “decision
packages” — brief justification documents that included the infor-
mation necessary for managers to make judgements on program or
activity levels and resource requirements. And third was ranking of
decision packages in decreasing order of priority by program man-
agers and agency officials. Like its predecessors, ZBB was oversold
and largely disappeared.

However, all four budget reforms invariably left a mark. In
particular, the introduction of PPB in 1965 resulted in the creation of
policy-analysis staffs in almost all federal agencies and in many
counterpart state and local government agencies. In so doing, it has
had the most lasting and important institutional effect on govern-
mental decisionmaking at all levels — national, state, and local.

Leaders of the GPRA Movement

Unlike its predecessor reforms, the Government Performance and
Results Act of 1993 — “the newest sliced bread” of budget reform
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focused on results — was a congressional rather than a presidential
initiative. Also distinctively, it allowed for a much longer gestation
period than its predecessors. Like earlier reforms, GPRA affected
state and local as well as national practices.

Four chapters in this book were written by people who are
among the strongest advocates of GPRA. These authors include Vir-
ginia Thomas, who had a major hand as a congressional staffer in
writing the 1993 GPRA law; Harry Hatry, who is one of the most
well-known advocates of performance management and budget-
ing; Patricia Ingraham and Donald Moynihan, who focus on perfor-
mance management and budgeting by state governments; and
Katherine G. Willoughby and Julia E. Melkers, who consider perfor-
mance budgeting at both the state and local levels.

Virginia Thomas describes the mission and the potential that
proponents envisioned for the 1993 law:

The act’s power lies in its focus on measuring the effectiveness of

all existing federal programs and providing Congress with that

information in order to determine whether the agencies are

achieving the intended results.

Americans will benefit from such a bottom-up review of existing

programs. Although the federal government should use every

dollar it truly needs, the current approach is to pile new laws,

regulations, and federal spending priorities on old ones without

regard to effectiveness or mission overlap. As a result, the size,

cost, inefficiency, and scope of the federal government continue

to grow relentlessly.

Patricia Ingraham heads the Alan K. Campbell Public Affairs
Institute at the Maxwell School of Syracuse University, which
works to stimulate and assist states, federal agencies, and local gov-
ernments in “managing for results” (MFR). Ingraham and
Moynihan in their chapter in this volume are upbeat about the ef-
fects the results movement can have on the states:

State governments are using these tools, and gaining proficiency

in their use. While legislative intent and rhetoric may be more
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ambitious than practice, elements of MFR are common enough

in government to shed the “novelty” tag. Members of the public

service have moved beyond the basic questions: “What is strate-

gic planning?” and “What is benchmarking?” to the questions

so important to success: “How do these tools fit with each

other?” and “How can I make them work?” Committing to the

strategic significance of MFR — and integrating it into the ev-

eryday processes of governance — provides one way to answer

such questions and to ensure improved performance for the fu-

ture.

Katherine G. Willoughby and Julia E. Melkers report on mixed
results from a survey of staff members of state budget agencies and
legislative committees. A majority (61 percent) of the respondents
said they believed budget reforms related to results had not directly
affected appropriations, and an even larger portion of respondents
(81 percent) noted that lack of legislative interest is a problem. How-
ever, 85 percent said they viewed such reform as “better than doing
nothing” and a worthy purpose to pursue over time.

Taken together, these authors provide a useful and nuanced
portrait of the aspirations of the performance management move-
ment. If readers combine these ideas with the case studies by other
authors in this volume, they can obtain a balanced picture of the
pluses and minuses of the performance management movement.

Experience with GPRA

Two chapters in this book deal with experience under the Govern-
ment Performance and Results Act from the perspective of the na-
tional government. The first, by Chris Mihm, who heads the
General Accounting Office group responsible for overseeing execu-
tion of the law, presents a status report on its implementation. Un-
der GPRA, all federal agencies were required to report on their
actual performance by March 31, 2000. These reports, and the transi-
tion to the Bush presidency, mark critical junctures for the initiative.
Mihm’s chapter reflects the book’s duality theme. He cites GAO re-
ports that say fiscal year 2001 performance plans show “continuous
improvement,” and singles out several federal agencies for
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commendation, but he also notes that “much additional work is
needed.”

Although the fiscal year 2000 performance plans indicate that

the federal government continues to make progress in showing

that crosscutting efforts are being coordinated to ensure effective

and efficient program delivery, agencies still need to complete

the more challenging task of establishing complementary perfor-

mance goals, mutually reinforcing strategies, and common per-

formance measures, as appropriate.

He points to the challenge of GPRA for intergovernmental pro-
grams that depend on states and localities to provide “timely and
reliable results-oriented performance information.” Citing the De-
partment of Health and Human Services’ need for state and local
data, Mihm says that “time lags in obtaining these data from the
states make it difficult to provide a comprehensive summary of
agency performance.”

The account of performance management in the Social Security
Administration presented by Walter Broadnax (who had a major
hand in it) and Kevin Conway is a story of process budgeting, as op-
posed to budgeting for outcomes (the effects of governmental activ-
ities on people). These authors bring out a key theme of this volume:
the public agency that calls the tune has to be the one that pays the
piper. The Social Security Administration calls its tune for its opera-
tions: the agency (not another governmental level or outside organi-
zation) is directly responsible for paying Social Security benefits
accurately, on time, and in a user-friendly way.

But even for Social Security, the GPRA system of measuring
agency performance has its limitations in that it is process rather
than outcome oriented. In my view, this is as it should be — at least
for this program. Systematically measuring the effects of the Social
Security Administration on the lives of recipients (the aged, dis-
abled, and poor) is a much tougher and more elusive task. The au-
thors claim success for the Social Security Administration’s
implementation of GPRA, though ironically, it does not fully illus-
trate the use of outcomes to assess governmental effectiveness.
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Some Views of Skeptics

Allen Schick says he has heard it all before: “Efforts to budget on the
basis of performance almost always fail.” Referring to claims of suc-
cess stories for the Government Performance and Results Act,
Schick adds, “After four decades of being fed such stories, the writer
is convinced that most are exaggerations and the few genuine suc-
cesses are outliers.” Somewhat ironically, Schick then turns around
and advances his own brand of budget reform — one focused on
measuring the cost of activities as opposed to outputs.

Activity-centered measurement is at the leading edge of man-

agement reform. Activity-based costing (ABC), developed by

Robert Kaplan, who produced the balanced scorecard, is a widely

applied cost allocation and analysis system which has infiltrated

public sector financial management. The basic idea of ABC is

that activities drive costs; hence to control costs they must be

charged to the activities generating them. This approach enables

managers to measure the costs that would be incurred or avoided

if a firm undertook or terminated a particular activity. Cost mea-

surement is a critical, oft-neglected prerequisite for using perfor-

mance measures.

In a case study of the Job Training Partnership Act (JTPA), Ger-
ald Marschke takes an economist’s point of view. He says evidence
“shows that performance measures backed by financial incentives
are no cure-all for inefficiency and mismanagement in the public
sector.” Relying on the principal-agent model in economics,
Marschke concludes that this approach works better in the private
sector because the incentives can be much stronger.

While we cannot rule out that performance incentives in the Job

Training Partnership Act have increased that program’s effi-

ciency, it is apparent from the effects of recent reforms that the

U.S. Department of Labor has had difficulty designing incen-

tives. The evidence suggests that the measures used so far are

misaligned and distortionary, making the JTPA incentive sys-

tem subject to “the folly of rewarding A while hoping for B.”
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Federal Grants-in-Aid

My colleagues at the Rockefeller Institute of Government, James
Fossett, Thomas Gais, and Frank Thompson, contribute a well-told
story of performance management for the nation’s largest federal
grant-in-aid program, Medicaid. The U.S. government fulfills most of
its domestic purposes by providing grants-in-aid to state and local
governments, and sometimes to private (mostly nonprofit) organiza-
tions. The success of these intergovernmental and interorganizational
relationships is an essential subject for assessments of public man-
agement reforms. In the Medicaid case, the difficulty of providing
incentives for performance, and the diversity of policy goals in fed-
eral law, are greatly compounded by the layered lines of responsi-
bility under American federalism. The authors of this chapter offer
the following generalization:

Proclaiming the virtues of mission-driven federalism is, of

course, one thing and success in implementing it quite another.

Intergovernmental arrangements complicate virtually all as-

pects of performance management — agreement on key goals,

the development of indicators, the timely collection of pertinent

and valid performance data, the interpretation of these data, the

implementation of an incentive system (e.g., rewards for strong

performers), and more.

In my opinion, the intergovernmental arena is where GPRA is
weakest — i.e., in implementing such grant-in-aid programs. Sev-
eral chapters in this volume address this challenge in managing for
results. Kate Boyer and Catherine Lawrence of the Rockefeller Insti-
tute, with Miriam Wilson, describe performance management as
applied to the welfare reform act President Clinton signed in 1996.
Although the 1996 law contains numerous requirements to assess
its results, echoing GPRA — that is, focusing on outcomes — the au-
thors show that this is extraordinarily hard to do because the 1996
act devolved so many responsibilities to states and localities, both
for making policy and for administering human services. Still, al-
though federal oversight has been restrained, Boyer, Lawrence, and
Wilson believe that state governments are in a good position to
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highlight performance goals in their management of work-focused
cash assistance and related human services for poor families.

David Wright tackles an even more complex intergovernmental
case study in his chapter: the start-up period for the federal program
establishing empowerment zones and enterprise communities,
which foster neighborhood social and economic development. The
effort to monitor “benchmarks” from Washington came up against
the great complexity of urban programs, generally leading more to
disappointment than to managerial innovation. Wright credits the
U.S. Department of Housing and Urban Development for its flexi-
ble approach — having aid recipients set and monitor performance
against their own benchmarks. However, he found the oversight
necessary to ensure the success of these local-area benchmarks lack-
ing.

Beryl Radin, who also deals with intergovernmental pro-
grams, focuses on what she calls “pathways that can be taken to
join the federal government’s concern about performance with
sensitivity to the needs of third parties.” Radin reviews six impor-
tant areas of managerial activity. These include federal experience
with performance partnerships in the environmental field, perfor-
mance bonuses under the 1996 national welfare reform law, nego-
tiated performance measures for maternal and children’s services,
the use of performance standards in employment and training
programs, the application of program standards in educational
testing, and waivers that allow state and local governments to dis-
regard certain federal requirements if they evaluate such special
efforts and the efforts are “cost neutral.” Radin’s conclusion is one
I agree with wholeheartedly: she urges a disaggregation approach to
performance management. “The process of defining performance
measures seems to work when it is devised in the context of spe-
cific programs, sensitive to the unique qualities surrounding those
initiatives.”

I would like to add to Radin’s observations that within state gov-
ernments, performance measures often work better at the func-
tional-area and agency levels than they do at the level of the
governor’s office or the central budget process. Agency-level perfor-
mance measures often can be more discrete and can be more widely
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and effectively used at that level than centrally in the management
of states and large local governments.

State and Local Practices

Two cases in this volume highlight personal experience with efforts
by state and local governments to manage for results. Robert
Bradley recounts his personal experiences as budget director in
Florida in establishing and administering a performance manage-
ment and budgeting system. This case again reflects the book’s
point-counterpoint theme:

In the final analysis, the extended implementation has diffused

the intellectual coherence of the initiative. … The continuing de-

bate over agency flexibility and control was not worked to reso-

lution. The process of rewarding agencies was not formalized.

Incentives and disincentives have not been deployed to good ef-

fect. Legislative aspirations to make performance central to allo-

cation decisions have been largely deflected in the face of

persistent technical problems.

Implementation of Performance-Based Program Budgeting

(PB
2
) continues. Its full potential has yet to be realized.

Dennis C. Smith and William J. Bratton describe the widely cited
effort in New York City to apply performance management to the po-
lice department. Here, too, the key point is that the agency that is pre-
dominantly responsible for results should be held responsible for
achieving them. The record of New York City for performance man-
agement under Mayor Rudolph Giuliani in these terms is an admira-
ble one. Giuliani applied performance management techniques in
many fields, including health and welfare as well as policing.

Joseph Burke, director of the Rockefeller Institute’s Higher Ed-
ucation Program, describes efforts by states to set measurable goals
for public institutions of higher education and to reward individual
institutions for fulfilling them. Burke has been a strong advocate
and leading innovator in developing such approaches. Although a
number of states have adopted these reforms, they tend to be small,
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involving no more than 5-6 percent of state aid to campuses as a bo-
nus for achieving performance goals.

A Possible Synthesis

Ann Blalock and Burt Barnow suggest a synthesis of approaches to
performance assessment and budgeting. They call for integrating
evaluation studies by academic experts — which seek to assess
hard-to-measure policy outcomes — with performance manage-
ment and budgetary systems:

Our recommendation is that competent evaluation research, or

applied social science research, must be coordinated with or inte-

grated within performance management systems if precise,

valid, reliable information about social programs is to be made

available to decisionmakers.

Blalock and Barnow point out that the evaluation movement was
developed in the “crucible of academia” while the performance
management movement has its roots in administrative bureaucra-
cies. They believe, and I agree, that greater coordination between
these two movements would yield important benefits:

We recommend that the major direction for the future is to coor-

dinate evaluation research with performance management sys-

tems more fully, moving toward full integration of evaluations

within performance management. Such integration will require

that performance management systems treat evaluators not as

aliens from outer space, who land only periodically to study and

give advice, but as part of an interdisciplinary team. It will re-

quire that evaluators become more sensitized to managers’

needs, to have ongoing information for tracking outcomes, and

to express the benefits of their professional roots with greater hu-

mility.

All things considered, the obstacles entailed in improving
management in government can never be fully surmounted.
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However, the strong signaling of management and budget reforms
like GPRA sets a tone stressing the importance of productivity and
program effectiveness in government. This is a good thing. Dall
Forsythe and I hope that the ideas advanced, and the experiences
described in this book bring needed realism to the hard job of pursu-
ing management reform in the dynamic, complex, and always and
inherently political environment of American government.
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2

What Types of Performance Information

Should Be Tracked?

Harry P. Hatry

The central function of any performance measurement process
is to provide regular, valid data on indicators of performance
outcomes. But performance measurement should not be lim-

ited to data on outcome indicators.1 It should also include informa-
tion that helps managers measure the incoming workload and gain
insight into causes of the outcomes.

No two people will categorize every single element in a data set
in exactly the same way. Gray areas inevitably exist because it is not
always clear where a particular piece of information falls. In addi-
tion, for some performance information, the category may depend
on the perspective of the agency. For example, to the state agency
that develops an educational reform strategic plan, the completion
of that plan is an output. However, to the U.S. Department of Edu-
cation that encourages such plans, their completion by states is an
intermediate outcome, as discussed later.

Box 1 presents the categories of performance information I dis-
cuss in this chapter. Data on the amount of resources expended for
particular programs (inputs) are different from internal information
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that indicates the amount of activity a program is undertaking (process).
These data, in turn, are quite different from the products and services a
program has completed (outputs), which should be distinguished from
results-bases information (outcomes). These distinctions are important
in order to avoid misleading those who use the information.

Each of these categories is discussed briefly in turn. Box 2 pro-
vides summary definitions of key performance measurement terms.

Categories of Performance Information

Inputs

Input information is the amount of resources actually used, usually
expressed as the amount of funds or the number of employee-years,
or both.
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Box 1

Categories of Information Used

in Performance Measurement Systems

� Inputs*

� Process (Workload or Activities)

� Outputs*

� Outcomes*

• Intermediate Outcomes

• End Outcomes

� Efficiency and Productivity*

� Workload Characteristics

� Explanatory Information

� Impacts

* These are the categories usually labeled performance indicators in performance
measurement systems.
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Box 2

Performance Measurement Definitions

� Inputs: Resources (i.e., expenditures or employee
time) used to produce outputs and outcomes.

� Outputs: Products and services delivered. Output
refers to the completed products of internal activity:
the amount of work done within the organization or
by its contractors (such as number of miles of road
repaired or number of calls answered).

� Intermediate Outcomes: An outcome that is ex-
pected to lead to a desired end but is not an end in
itself (such as service response time, which is of
concern to the customer making a call but does not
tell anything directly about the success of the call).
A service may have multiple intermediate out-
comes.

� End Outcomes: The end result that is sought (such
as the community having clean streets or reduced in-
cidence of crimes or fires). A service may have more
than one end outcome.

� Efficiency, or Unit-Cost Ratio: The relationship be-
tween the amount of input (usually dollars or em-
ployee-years) and the amount of output or
outcome of an activity or program. If the indicator
uses outputs and not outcomes, a jurisdiction that
lowers unit cost may achieve a measured increase
in efficiency at the expense of the outcome of the
service.

� Performance Indicator: A specific numerical mea-
surement for each aspect of performance (e.g., out-
put or outcome) under consideration.

Source: Adapted from Comparative Performance Measurement: FY 1996 Data Report

(Washington, D.C.: International City/County Management Association, 1997), 1-4.



This category, when related to figures on the amount of output
or outcome (see further below), produces indicators of efficiency or
productivity. For performance measurement purposes, the amounts that

were actually used, not the amounts budgeted, are the relevant numbers.
An occasional practice has been to call the workload that comes in the
agency an input. I do not include workload data in this category, be-
cause the amount of incoming work is quite different from the
amount of cost or staff time expended.

Process (Workload or Activities)

This category includes the amount of work that comes into a pro-
gram or is in process but not yet completed. For some agencies, such
as human service agencies, the workload is usually expressed in
terms of the number of customers that come in for service (individ-
ual clients, households, or businesses). For others, the number of
customers is not appropriate. Road maintenance programs, for ex-
ample, might express their workload as number of lane-miles of
road needing repair.

Amounts of work are not considered performance indicators
because they do not indicate how much product is produced by the
program. Workload information is very important to program man-
agers when tracking the flow of work into and through their pro-
grams, however. (For example, the amount of work pending from
the previous reporting period plus the amount of new work coming
in indicates the workload on the program during the current report-
ing period.)

While amounts of work by themselves are not outputs or out-
comes, workload data can be used to produce outcome data. In
some programs, the amount of work not completed at the end of a
reporting period can be considered a proxy for delays of service to
customers (an intermediate outcome). Examples include the size of
the backlog of eligibility determinations for loan applications and
the size of customer waiting lists. However, more direct, and proba-
bly better, indicators of delays and backlogs would be: (a) a direct
indicator of the extent of delays, such as the percent of cases in
which the time elapsed between the request for a service and when
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the service was provided exceeded X days, where X is a service
standard established by the program; and (b) the percent of custom-
ers who reported excessive waiting times to obtain service.

Outputs

Output information indicates the amount of products and services
delivered (completed) during the reporting period. Reporting of out-
put information is standard in agencies throughout the world.
Keeping track of the amount of output accomplished is good man-
agement. Common examples of outputs include number of miles of
roads paved, number of reports issued, number of training programs
held, and number of students served by the program. However, out-
puts do not by themselves tell anything about the results achieved, al-
though they are expected to lead to desired outcomes. (Program
personnel should ask what results are expected from each output.
Those results should be included under the next category, outcomes.)

As defined here, outputs are things that the program’s personnel

have done, not changes to the outside or changes that outside organi-
zations have made.

Outcomes

In some contexts the word output refers to any product of work,
whether the product is a program’s completed physical product or the
outcomes (results) of that work. The field of performance measurement of

public services makes a sharp distinction between outputs and outcomes.

Outcomes are the events, occurrences, or changes in condi-
tions, behavior, or attitudes that indicate progress toward achieve-
ment of the mission and objectives of the program. Thus, outcomes
are linked to the program’s (and its agency’s) overall mission — its
reason for existing.2

Outcomes are not what the program itself did but the consequences of

what the program did. An excellent example illustrating the difference
between outcome and output comes from the state of Texas:
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The number of patients treated and discharged from a state men-

tal hospital (output indicator) is not the same as the percentage

of discharged patients who are capable of living independently

(outcome indicator).
3

Outcomes may be something the program wants to maximize,
such as evidence of increased learning by students, or to minimize, such
as crime rates. Some outcomes are financial. For example, for public as-
sistance programs, reducing the amount of incorrect payments
(whether overpayments or underpayments) is likely to be an appropri-
ate outcome. Another example, recovering owed child support pay-
ments from absent parents, is an appropriate outcome of child support
offices. In such cases, outcomes can be expressed in monetary terms.

Outcomes include side effects, whether intended or not and
whether beneficial or detrimental. If the program recognizes in ad-
vance that such side effects can occur, it should design the perfor-
mance measurement process to regularly measure them.

As long as they are important and can be tracked, outcomes
should be included in the performance measurement system, even
if they are not explicitly identified in the program’s mission and ob-
jective statements. Formal program mission and objective state-
ments seldom include all the outcomes that an agency needs to
track. It is not the function of such statements to itemize all the out-
comes that the program should seek, just the central, most vital
ones. For example, complaints against police officers should be
tracked as well as crime clearance rates, even if the mission state-
ment of the police agency does not include statements about pro-
viding law enforcement in a fair and honest manner.

It is important to distinguish intermediate outcomes from end

outcomes. This will help programs differentiate between the ends
ultimately desired from a program and interim accomplishments,
which are expected to lead to those end results (but may or may
not). The following discussion highlights the difference with defini-
tions and examples.

Intermediate outcomes. These are outcomes expected to lead to
the ends desired but are not themselves ends.
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Examples of intermediate outcomes:

� People completing employment training programs
where program participation is voluntary. This reveals
how successful the program has been in getting custom-
ers not only to participate in, but also to complete, the
sponsored training sessions. However, completion is
only one step toward the ultimate end of improving the
condition of those persons completing the program.

� Citizens doing more exercising or switching to a better
diet, as recommended in an agency-sponsored health
program (perhaps as measured by surveying clients 12
months after they complete the agency’s program).

23

What Types of Performance

Information Should Be Tracked?

A Compliance Perspective Can Be at Odds

With an End-Outcome-Based Focus

The U.S. General Accounting Office noted in June 1998 that the
federal Head Start program provides a number of performance
standards that are actually program regulations defining local
government activities, not outcomes. Grantees must adhere to
these regulations in operating their programs. The GAO report
goes on to say: “HHS ensures local government quality by moni-
toring and enforcing compliance with these regulations.” But
monitoring for compliance provides incentives for compliance;
it may or may not produce effective services. To the extent that such a
compliance perspective continues to be the primary program
emphasis, the real intent of managing-by-results and out-
come-based performance measurement will be heavily diluted.
The GAO report identifies this limitation and notes the HHS “in
the next few years” intends to provide information on real pro-
gram outcomes — such as the gains made by participating chil-
dren and their families in vocabulary, literacy, and social skills
and the extent to which families have become economically and
socially self-sufficient.

Source: U.S. General Accounting Office, Head Start: Challenges in Monitoring Program

Quality and Demonstrating Results (Washington, D.C., June 1998).



Such changed behavior is expected to lead the partici-
pants to better health, but since this is uncertain, it is an
intermediate outcome.

� A state or local agency completing the development of a
comprehensive plan of action encouraged and sup-
ported by a federal program (where acceptance of the
assistance is voluntary). For the federal government, the
fact that states or local governments actually completed
a reasonable plan can be considered to be an initial step
toward improving services, although it says nothing
about the end outcome of service improvement.4

For most agencies and products, whether something is an out-
put or an intermediate outcome is clear, but there are exceptions.
One example is the number of arrests for a law enforcement pro-
gram. Many persons believe that arrests are an output because they
are actions taken by agency employees. On the other hand, arrests
involve citizens outside the agency, the persons arrested, and their
families. In that sense, they might be better counted as intermediate
outcomes. And they usually indicate that the process of bringing
guilty persons to justice has begun.

Other examples include qualities of how well a service is pro-
vided to customers, such as response time to requests for service.

Service quality characteristics: A special type of intermediate
outcome. As used here, quality indicates how well a service was deliv-

ered, based on characteristics important to customers. It does not tell
what results occurred after the service was delivered. Since such
characteristics are important to program customers, even though
the characteristics do not represent final results, they can be consid-
ered intermediate outcomes an agency should track. Box 3 lists
quality characteristics that might be considered by an agency when
developing a list of outcomes to track for a program.

Some persons label quality characteristics (such as response
times to requests for services) as outputs because they are character-
istics of the outputs. However, if a characteristic is expected to be
important to customers, it is better to consider it as an intermediate
outcome, not an output. Because quality characteristics usually are
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important to customers, they are better labeled as outcomes to help
ensure that they are given proper attention by agencies.

For some customers and under some circumstances, one or
more of these quality characteristics might be extremely important
— and can even be considered end outcomes. For example, it is vital
for low-income families that assistance checks (whether Social Secu-
rity or any public assistance payment) arrive on time and be accu-
rate. Otherwise, these families will be unable to pay their bills and
may be evicted or go hungry.

End outcomes. These are the desired results of the program —
conditions of importance to program customers and citizens more
generally. End outcomes might, for example, be aspects of health,
safety, educational achievement, employment and earnings, or de-
cent homes, such as:
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Box 3

Typical Service Quality Characteristics to Track

� Timeliness with which the service is provided.

� Accessibility and convenience of the service.

• Convenience of location.

• Convenience of hours of operation.

• Staff availability when the customer needs the
service (whether by phone or in person).

� Accuracy of the assistance, such as in processing cus-
tomer requests for service.

� Courteousness with which the service is delivered.

� Adequacy of information disseminated to potential
users about what the service is and how to obtain it.

� Condition and safety of agency facilities used by cus-
tomers.

� Customer satisfaction with a particular characteris-
tic of the delivery of the service.



� Reduced incidence of specific diseases.

� Improved student test scores.

� Lower crime rates.

� Less violence in schools.5

� Reduced number of households living in substandard
housing.

� Increased real household earnings.

� Reduced household dependency on welfare.

For some programs, customer satisfaction with the results of a
service can be considered as an end outcome. For example, satis-
faction ratings of customers’ experiences with parks, recreational
activities, libraries, and cultural programs, or children’s satisfac-
tion ratings of the homes in which they are placed by child welfare
agencies are likely to be considered by many citizens as end out-
comes — even though those programs have aims that go beyond
satisfaction, such as a library’s mission to increase public access to
information.

Many programs produce both short-term and long-term end out-

comes. Education is a classic example. Educational programs pro-
duce early improvements in student learning, but they also help
students obtain employment, and higher salaries, later on. Employ-
ment, ability to support a family, and reductions in welfare depend-
ency are long-term outcomes of education programs. Information
on long-term end outcomes such as posteducation employment and
earnings, however, will not be available early enough to guide pro-
gram personnel on the success of most of their current activities.
Short-term end outcomes need to be tracked to encourage ongoing
program improvement. Short-term outcomes related to learning
and dropout rates, for example, are outcomes of key concern to edu-
cation managers, staff, and parents — and can be considered end
outcomes for this reason.

Box 4 summarizes a number of other issues related to the rela-
tionship between intermediate and end outcomes.
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Box 4

Other Issues Related to the Relationship

Between Intermediate and End Outcomes

Intermediate outcomes, by defini-
tion, occur before — and are ex-
pected to help lead to — the end
outcomes. Thus, intermediate outcomes

are important to program managers and

usually provide more timely information

than end outcomes. For example, cus-
tomers complete employment coun-
seling programs (intermediate
outcome), which is expected to occur
after completion of the program. For
long-term end outcomes for which
data may not be available for many
years (such as reduction in adverse
health effects due to smoking and
achieving rewarding careers), the
program can usefully focus on
short-term ends (such as reducing
smoking and improved learning and
skills). Much evidence exists that
both reduced smoking and im-
proved learning and skills directly
affect the long-term end outcomes
and intermediate outcomes.

Early occurrence of an outcome

does not necessarily mean that it is not an

end outcome. For example, family
counseling programs hope to pro-
duce more stable and happier families
in the short run as well as in the long
run. Some treatment actions produce
quick ends (purification of drinking
water), while others require many
years before water quality improves
significantly (clean-up of rivers).

Another important advantage
of including intermediate outcomes
is that programs almost always have

more influence over intermediate out-

comes than they do over end outcomes.

For example, many federal programs
(such as education, health and hu-
man services, housing and commu-
nity development, and employment
programs) provide assistance to
states, local agencies, and/or
nongovernmental organizations
rather than directly to citizens.
Changes sought by the federal pro-
grams and made by these other orga-
nizations can be considered
intermediate outcomes. The federal
programs have more direct influence
on these outcomes than on the end
outcomes, which are also affected by
many other factors (such as family
circumstances and motivation). The
same is true of state programs that
work through local governments,
and of local government programs
that work through the business or
private/nonprofit community.

Intermediate outcomes usually

are related to the particular way that the

service is delivered by the program,

whereas end outcomes typically do not

vary with the delivery approach. For ex-
ample, a government attempting to
improve the quality of rivers and
lakes can use many ways to achieve
this, such as providing funding for
wastewater treatment, providing
technical assistance to certain classes
of businesses, and encouraging
lower levels of government to pass
stricter laws and ordinances. Each
such approach would have its own
intermediate outcomes. However,
regardless of the approach, end out-
comes, such as the quality of rivers
and lakes, apply.



Efficiency and Productivity

The ratio of the amount of input to the amount of output (or out-
come) is labeled efficiency. Flipping this, the ratio of the amount of
output (or outcome) to the amount of input is labeled productivity.
These are equivalent numbers.

Efficiency and productivity have traditionally related costs to out-
puts (labeled technical efficiency by economists). However, to the extent
that the performance measurement system provides data on outcomes

(sometimes called allocative efficiency by economists), it provides a
much truer picture of efficiency and productivity. This is because fo-
cusing on output-to-input ratios carries with it the temptation for man-
agers to increase output at the expense of results and service quality.

Examples of outcome-based productivity indicators:

� Number of persons gaining employment after complet-
ing an agency’s training program per dollar of program
cost (or per program employee-hour).

� Number of customers who reported that the service re-
ceived had been of significant help to them per dollar
cost of that service (or per employee-hour).

Flip these ratios over and they become efficiency indicators.

For example, if 160 customers reported being significantly
helped, and the program cost $96,000:

� Efficiency = $96,000/160 = $600 per customer helped.

� Productivity = 160/$96,000 = 1.67 customers helped per
$1,000.

Efficiency and productivity ratios can be calculated for any out-

put indicator. For outcome indicators to be incorporated into these
ratios, however, the outcomes need to be expressed as something to
be maximized. Let us take crime as an example. “Cost per reported
crime,” though easy to calculate, makes no sense as an efficiency in-
dicator (although it does make sense in the context of measuring the
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total costs of crime to a community). The output to be maximized
here is crimes prevented. “Cost per crime prevented” would be a
highly desirable indicator. Unfortunately, valid data on crimes pre-
vented by a program are virtually never available on a regular basis.
(Estimation of number of crimes prevented, if it is to yield reliable
information, requires ad hoc studies that are usually quite costly,
and even then the estimates are likely to be highly uncertain. This
measurement problem applies to most prevention programs.)

Efficiency ratios using outputs are common. Thus far, how-
ever, efficiency ratios using outcomes are rare. This is partly be-
cause few outcome data have been developed in the past by public
or private agencies. With the growth of more outcome-based per-
formance measurement systems at all levels of government and in
the private, nonprofit sector, more use of outcome-based efficiency
ratios is becoming possible.

Characteristics of the Workload

If agencies are to make full use of their performance data, informa-
tion on the amount of work coming into a program (sometimes
called demand) and key characteristics of that work (such as those re-
lating to its difficulty) needs to be collected and linked to outcome
information. Thus a program that processes applications wants in-
formation on the complexity of the incoming workload. A program
working with business customers wants information as to each
business’s industry classification, size, and location. A road mainte-
nance program needs to be concerned with the amount and type of
traffic and soil conditions for specific road segments. A hospital
needs information on the severity of illness of its patients to help it
interpret changes in outcomes of patients.

Similarly, programs that use a variety of service delivery ap-
proaches need to have information on the particular approach used
to produce particular outputs and outcomes. The number and types
of assistance provided to customers with similar problems may
vary. Programs may use private contractors for some of their work
and their own employees for other, similar work. Programs need to

29

What Types of Performance

Information Should Be Tracked?



know which work was done using which service approach and then
link the outcomes to each approach.

Explanatory Information

Programs should be encouraged to provide explanatory informa-
tion (qualitative or quantitative) to help readers of their perfor-
mance report properly interpret the data — especially for outcomes
that were poor or much better than expected. In some instances, this
will be information about internal factors (e.g., the program unex-
pectedly lost funds or key personnel during the reporting period).
In other cases, the explanations will identify external factors over
which the program had little or no control (e.g., a major change in
economic conditions or highly unusual weather conditions).

Impacts

A number of analysts have begun to use the term impact to refer to
data that estimate the extent to which the program actually caused

particular outcomes.6 For example, an indicator of impact would be
labeled something like the following: Number of expectant teenage
mothers who, because of the program, had healthy babies. (Without
the program, they would have lost their babies or had babies with
substantial health problems.)

However, the outcome data likely to be obtainable from ongoing per-

formance measurement systems will seldom, if ever, reveal the extent to

which the program has caused the outcome. Other factors — over which
the program has only partial control — will inevitably be present.
For example, some participants may stop unhealthy habits because
of pressure from family and/or a health care professional, not be-
cause of the program. In-depth studies, such as formal program
evaluations, may at times be able to estimate the program’s impact
on some outcomes reasonably well. When available, those data
should also be included in the program’s performance report.

Because of the time and cost required to obtain impact data,
such information is likely to be available only infrequently on any
given program (or group of programs).
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Output or Outcome? Indicators That

Are Particularly Difficult to Categorize

Many service attributes are easy to classify, but some are not. Here
are some typical attributes that have caused healthy debates.

Customer Participation

The number of customers participating in a program is an ambigu-
ous indicator because it depends on the particular situation in
which it is used.

� If attendance is mandatory, the number of participating
would be, at best, output information.

� For programs in which participation is voluntary, and
which include activities aimed at attracting customers
(such as employment training program and profes-
sional development activities), participation can be cat-
egorized as an intermediate outcome because it
depends on the program’s ability to attract participants.
Similarly, the program’s ability to retain participants
until the activities are completed is another intermedi-
ate outcome. Completion is more important than partic-
ipation, because it indicates that the activity has been
sufficiently attractive for customers to have stuck with it
until the training program’s end.

� For public programs such as parks, recreational facili-
ties, libraries, and public transit, and for private pro-
grams such as those of boys’ and girls’ clubs (all
activities in which participation is voluntary), the num-
ber of participants can be considered an intermediate
outcome. (Examples of outputs are the number of pro-
grams or classes held, number of bus miles, and amount
of reading materials purchased.) A good case can also
be made that participation is an end outcome of such
programs if enjoyment of the activity is hoped to be a
major product of such programs.
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Customer Satisfaction

A guiding principle in the search for outcomes, as stressed earlier, is
to identify elements of direct concern and value to the public and to
direct customers. Since customer satisfaction and similar service at-
tributes, such as courteousness and accessibility, fit this description,
they are categorized here as outcomes.7 Elected officials and donors
certainly treat them as outcomes.

What kind of outcome are these? They are usually intermediate

outcomes because they cannot take the place of measuring the ac-
tual condition of customers after receiving the service. For example,
customer satisfaction with the employment and training services
they receive is not ultimately as important as whether these custom-
ers find employment. (But is not satisfaction with their jobs also a ma-
jor value to these customers?)

For certain services — recreational activities, libraries, and
marital counseling, for example — customer satisfaction can be an
end outcome. Even here, though, satisfaction is seldom the only out-
come sought. In virtually all cases where customer satisfaction is
important, other outcomes must also be included to obtain a com-
prehensive picture of a service’s performance.

Response Times for Service Request

Some people label response time as an output and others label it as
an intermediate outcome. Because response time is usually of di-
rect concern to customers, I include it in the intermediate outcome
category. By the same logic, the level of satisfaction customers
have with the response times to their requests is also an intermedi-
ate outcome.

Relationship Among Types

of Performance Information

Diagramming the continuum of relevant factors for measuring per-
formance using a logic model (outcome-sequence chart) is a highly
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useful way to summarize the flow across the information categories
just discussed. Box 5, based on material developed by United Way
of America, displays such a system.

A consistent set of definitions categorizing various types of
performance information — to be used across all programs — is the
cornerstone of any performance measurement system. All too often,
confusion among programs within an agency occurs due to unclear,
inconsistent use of terms.

Definitions — or labels — perform the crucial function of en-
abling users of performance information to distinguish reliably
among categories of data that have different implications and dif-
ferent uses. Numerous labels have been used over the years to
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Box 5

Logic Model (Outcome Sequence Chart)

for Human Services Program

Resources
• money

• staff

• volunteers

• facilities

• equipment
and supplies

Services
• shelters

• training

• education

• counseling

• mentoring

Products
• classes

taught

• counseling
sessions
conducted

• educational
materials
distributed

• hours of
service
delivered

• participants
served

Intermediate
• new

knowledge

• increased
skills

• changed
attitudes
or values

• modified
behavior

• improved
condition

• altered
status

Source: Adapted from Measuring Program Outcomes: A Practical Approach (Alexandria,
VA: United Way of America, 1996). Reprinted by permission.

INPUTS ACTIVITIES OUTPUTS OUTCOMES

�

�



categorize performance information. Which particular set of labels
an agency or program chooses is not the primary issue. The primary
issue is to be able to determine which items should be regularly
tracked. Appropriate labels help with that.

Endnotes
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1 The words indicator and measure are essentially interchangeable, but indicator

seems preferable. The word measure is ambiguous because it can also mean either

an action taken to improve a situation or the act of measuring.

2 The word effectiveness has been used by some governments in place of outcomes.

However, effectiveness implies more a casual linkage than usually warranted by

the data, so the word outcome seems preferable and is more often used (such as in

the federal Government Performance and Results Act of 1993).

3 Texas Governor’s Office of Budget and Planning, Legislative Budget Board, In-

structions for Preparing and Submitting Agency Strategic Plans: Fiscal Years

1999-2003, Austin, January 1998, p.39.

4 From the perspective of an individual state or local government, completion of its

own plan is an output.

5 Some may prefer to consider this an intermediate outcome needed to achieve im-

proved learning.

6 Some agencies have used the word impact to refer to social outcomes, as distin-

guished from outcomes to individuals. Such social outcomes are better considered

as broad end outcomes.

7 Some analysts view them as outputs, which demeans their importance. Fortu-

nately, even these analysts often agree that these service characteristics should be

measured and tracked.
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Getting Performance

Measures to Measure Up

Allen Schick

In 1938, when the public administration movement was at its
apogee in the United States, the executive director of the Inter-
national City Managers’ Association and a future Nobel laure-

ate in economics teamed up to propose methods for measuring
government performance. In Measuring Municipal Activities, Clar-
ence Ridley and Herbert Simon devised a measurement scheme
based on the proposition that “the result of an effort or performance
indicates the effect of that effort or performance in accomplishing its
objective.”1 They further argued that efficiency should “be mea-
sured in its relation to several factors: expenditure, effort, and per-
formance.”2 Ridley and Simon constructed measures for all major
municipal services including education, health, public works, po-
lice, fire, and libraries. They proposed, for example, that measure-
ment in education should go beyond performance tests of student
progress to include delinquency and truancy rates as well as the cul-
tural level of the community.

As prescient as their work may appear to a 21st century perfor-
mance measurer, it was far from the first word on the subject. Dur-
ing the previous several decades, scientific managers in search of
numeric standards, municipal reformers on the prowl for efficiency,
and budgeters seeking rational methods for allocating public
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money flooded the public administration literature with new
schemes for measuring and improving government work. In fact,
Ridley and Simon were the culmination of the first measurement
movement, not its genesis.

From the vantage point of the new millennium, we have come a
long way since Ridley and Simon. Public-sector managers and ana-
lysts have developed sophisticated measures such as police re-
sponse time which were not conceived in their day. They have
econometric models and discounting techniques, benchmarks and
targets, and so on. The vast contemporary literature on performance
measurement has added considerably to our methodological stock-
pile.

But has performance measurement really advanced much be-
yond the codified wisdom of the 1930s? If it has, why did perfor-
mance guru Donald Kettl quip, “Measuring government
performance is like the weather. Everyone talks about it. . . . But
there is no consensus on how to do it”?3 As will be evident shortly, I
do not agree with Kettl’s diagnosis, but something is amiss when
there are endless arguments as to whether a particular measure is an
output or an outcome, whether something is an intermediate out-
come or an end outcome, whether measurement should assess ben-
efits or only effectiveness, and so on. Surely, there is something
amiss when, after decades of patient explanation, just about every
treatment of this subject has to present a set of basic definitions, as if
words such as inputs and outputs are so obtuse as to defy ordinary
understanding.

These interminable arguments often make it appear as if per-
formance measurement were an end in itself, as if measuring per-
formance has no utility other than to generate measures. A related
problem is that, if performance measures really were used, they
would likely be misused because targets skew behavior by empha-
sizing some aims and leaving others out. In many situations empha-
sis on measurement leads to misbehavior, such as forged results or
reckless actions to meet the targets. The fact that performance re-
cords are not audited in the same manner as financial statements
opens the door to mischief and abuse.
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What’s more, the reported numbers are only the visible tips of
the performance iceberg; key assumptions and models are buried
well below the water line, beyond the vision of critical observers.
Such was the case during the 1990s when the U.S. Health Care Fi-
nancing Administration (HCFA) published mortality scores for the
thousands of hospitals serving Medicare patients. These scores —
which received considerable media attention because they claimed
that patients were more likely to die in some hospitals than in others
— habitually showed much higher mortality scores in city hospitals
serving poor people than in suburban hospitals stocked with more
affluent patients. HCFA claimed that the scores were normalized to
take account of the age, gender, race, and medical condition of pa-
tients, as well as other critical variables. Yet HCFA stopped issuing
the scores when it turned out that the models on which they were
based were biased. As popular features of contemporary perfor-
mance measurement, published scores and rankings may seem to
be quite simple, but the numerical exercises and assumptions un-
derlying them are often complex and questionable. Scorecards are
constructed by assigning weights to a number of variables, comput-
ing the value of each variable, and combining the values into a sin-
gle number. Ranking takes the process a step further by comparing
the scores of different “performers.” Journalists like rankings be-
cause they make communicating the results easy. Headlines an-
nounce that local schools are fifth or fiftieth, but little, if anything, is
said about the variables that go into the score, or about the weight
assigned to each variable. When performance measurement be-
comes a beauty contest through scorecards and rankings, what the
process gains in popularity it surrenders in rigor and soundness.

Yet performance measurement cannot be brushed aside as a
misleading fad, for politicians of all stripes embrace it. In the
homestretch of the 2000 presidential campaign, Vice-President Al
Gore noted that while he and George Bush disagreed on many edu-
cational policies, “we both are in favor of having new accountability
on schools, new performance measurements.”4 With consensus
spilling over party lines, who can be against holding public schools
and educators accountable for results? Who can oppose compiling
data on what government programs are accomplishing, and on
whether they are meeting expectations? Performance measurement
is the handmaiden of government reinvention — an essential
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element of the new accountability demanded of public officials. At
the federal level, the concept is enshrined in the Government Perfor-
mance and Results Act of 1993 (GPRA), as well as in dozens of other
laws that pay homage to the cult of measurement; in the states, it is
powerfully reflected in legislated demands for better schools as well
as improvements in other program areas.

But how can one measure performance if, in Kettl’s words,
“there is no consensus on how to do it”? How can we measure per-
formance if there is no agreement on what we are measuring? In my
view, there is a problem, but not the one noted by Kettl. The prob-
lem is not in how we measure performance but in how we use the
results. Too much attention has been paid to the former, not enough
to the latter. With some notable exceptions, governments that mea-
sure performance rarely use the results in managing their pro-
grams. They do not base civil service salaries on performance, nor
do they hold employees accountable for results or allocate resources
on the basis of actual or promised performance. Efforts to budget on
the basis of performance almost always fail, as occurred with per-
formance budgeting in the 1950s, program budgeting and plan-
ning-programming-budgeting systems in the 1960s, and zero-based
budgeting and management by objectives in the 1970s. The 1990s
version, performance-based budgeting, is too new to permit a reli-
able assessment, but one should not be surprised if it fares little
better than its once-acclaimed predecessors.

Many of the claims that performance measures have improved
public policy or management are anecdotal. The “success stories”
industry operates at full throttle when an innovation is fresh and
politicians and bureaucrats alike scan their portfolios to label ordi-
nary programs as amazing successes. After four decades of being
fed such stories, this writer is convinced that most are exaggerations
and the few genuine successes are outliers. Rather than represent-
ing the reality of government in action, the anecdotes are carefully
selected to make things appear better than they are. Even suppos-
edly systematic evidence of success tends to be flawed and mislead-
ing. Genevieve Knezo of the Congressional Research Service found
that twice as many laws enacted in the 105th Congress (1997-98) had
provisions pertaining to performance as those enacted by the previ-
ous Congress. Moreover, she concludes, the 105th Congress sharply
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increased the number of times performance measures and other
GPRA-related matters were mentioned in committee reports.5 Her
data, however, prove only that buzzwords buzz around — that
once a term gains popularity, smart people make sure to use it. The
more talk there is about performance measurement, the more it fil-
ters into laws and legislative reports. But verbiage should never be
mistaken for usage. If one wants evidence of GPRA’s true impact,
the place best to look is in appropriations legislation, which still
doles out most of the money the old-fashioned way, on the basis of
incremental norms and political influence.

The great mistake of the performance measurement industry is
the notion that an organization can be transformed by measuring its
performance. This is the logic of GPRA, which prescribes perfor-
mance measurement in a sequence of steps that leads to strategic
and performance plans, then to performance reports, and finally to
pilot tests of performance budgeting linking results to funding (or
some definition of self-budgeting). This optimism is not justified,
for organizations — public and private alike — can assimilate or de-
flect data on performance without making significant changes in
their behavior. Performance information can affect behavior only if
it is used, and it is used only when there are opportunities and in-
centives to do so.

I believe that organizations must be transformed to use data on
results. If this argument is valid, organizational change has to pre-
cede, not follow, performance measurement. This is the sequence
used in Britain’s Next Steps initiative. First, the government estab-
lished new agencies by separating service delivery from the pol-
icymaking functions of ministries. Then it set performance targets.
More than 100 agencies were created, and each was given operating
independence and a charter (called a framework document) that
spelled out its responsibilities and the manner in which it is to be
held accountable. Each negotiates annual performance targets with
the parent ministry to which it is responsible, and each compares re-
sults to these targets. The Next Steps reforms are generally regarded
as among the most effective innovations in British public manage-
ment. Although the Conservative Party initiated them, the Labour
Party continued and deepened them when it came to power in 1997.
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Next Steps has succeeded because newly independent agencies
and newly empowered managers could put performance measures
to good use. If the government reversed the sequence, performance
measures would have made little difference.

The true test of performance measurement is in its use as the
means by which organizations are managed and resources are
spent. The next section identifies various channels for incorporating
performance data into managerial decisions and actions. The pro-
cess begins with the simple act of measurement, moves through
various means of presenting the information, and ends with perfor-
mance budgeting.

By examining each of these aspects, this chapter will present a
scenario for effectively using performance measures that encom-
passes reports, benchmarks, and audits employed to promote and
assess changes and measure the cost of activities and services. I be-
lieve the practice of performance measurement would be much fur-
ther advanced if American governments followed this logical
sequence.

Using Performance Information

A number of parties have a legitimate interest in the fruits of perfor-
mance measurement, including service providers, policymakers,
clients or customers, and policy analysts. To satisfy their interests, it
is essential that these parties have input into the assumptions un-
derlying measures and timely access to the results. Good measures
that are locked away (as was the common practice not long ago with
respect to measures of school and hospital performance) do little
good. Table 1 lists various opportunities for governments to com-
municate performance information. The list begins with simple
measurement and concludes with performance budgeting. It thus
progresses from the easiest step to the hardest, at least when the al-
location of resources is at stake. Other observers might create differ-
ent lists — for example, a human resource manager might
emphasize pay-for-performance schemes — but the important as-
pect is not the entries but the notion of a hierarchy of uses, with each
use building on preceding applications.6
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Targets. As I have already argued, measurement does not ac-
complish much unless it leads to productive use of data on perfor-
mance. One such use is the specification of targets that notify
managers of the results expected of them and sets a baseline for as-
sessing their performance. Two characteristics of targets distin-
guish them from other performance measures: they are specified in
advance, and they are few in number. Targets furnish information
for assessing results; their main purpose is to influence performance
by measuring it. By informing politicians and/or managers what is
expected of them, the supposition is that they will behave differ-
ently than if they were not so notified.

The potency of targets in swaying political or managerial be-
havior comes from singling out particular aspects of performance
for special attention. Targeting everything is equivalent to targeting
nothing. Britain’s Next Steps initiative has been singularly effective
in using targets. The government publishes annual targets for each
of the approximately 150 Next Steps agencies along with a compari-
son of targets and results from the previous year.
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Table I
Using Performance Information

Use Purpose

Performance
Measurement

Provides basis for specifying expected perfor-
mance and assessing managers and results.

Performance Targets Notifies managers of results they are expected to
achieve and establishes basis for appraising per-
formance.

Performance Reports Compares actual and targeted performance, and
provides scorecards to enable citizen/customers
to judge the services they receive.

Performance Audits Assesses independently the reliability and rele-
vance of performance reports.

Performance
Benchmarks

Sets performance targets in reference to results
achieved by best producers.

Performance Contracts Creates a formal agreement between the govern-
ment and providers on output and price.

Performance Budgets Allocates resources on the basis of expected per-
formance: each increment of resources linked to a
specified increment in results.



The school accountability movement in the United States also
makes extensive use of targets, but these usually are in the form of
norms or standards. I am wary of normative standards such as
graduation rates, which often have political ends and a weak empir-
ical basis. Normative targets were used in the Soviet Union and
other planned economics with damaging results because they dis-
torted incentives and led to the misallocation of resources. Because
targets are few in number, it is important that the right ones be se-
lected. If educational targets single out reading scores, school ad-
ministrators and teachers are likely to assign more classroom time
to this activity and less to others. There is no way to entirely elimi-
nate this side effect, but performance measurers should be careful to
obtain wanted effects, not unwanted ones.

Performance Reports. These reports take performance measures
a big step forward by comparing targeted and actual performance.
Rather than analyzing whatever data are available, performance re-
ports focus on precisely the dimensions previously targeted. GPRA
intends federal agencies to report on performance just that way.

However performance reports are effective only if they have an
audience — if the results garner attention. The public and media
tend to be more vigilant in democratic countries than in authoritar-
ian regimes, affluent recipients are more likely to use information
on the quality of services they receive than poor ones, and services
that are directly delivered to citizens, such as health and education,
are likely to evoke more interest than those for which the connection
is less direct. Obviously, if school performance scores are sealed, as
was the case in many American communities until the 1980s, they
are unlikely to generate support for improving education.

The scorecards and rankings discussed earlier are forms of per-
formance reports. As evidenced by the popularity of the college
rankings published by US News and World Report and the countless
rankings published by interest groups to promote their cause, these
performance reports are here to stay. Gresham’s Law is at work in
the performance business: simplistic reports drive out complex ones. So
scorecards gain an audience, but they tend to be simplistic.
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Performance Audits. The more performance data are used, the
greater the incentive to manipulate the findings by selecting and
weighting variables in ways that yield the wanted results. To coun-
ter this tendency, some governments have sought to broaden the
audits of reports from the financial side of the ledger to encompass
substantive results as well. The Government Accounting Standards
Board (GASB) invested considerable effort in the 1990s in devising
service and effort measures, and audit agencies in Canada and Swe-
den have explored the feasibility of reviewing agency statements on
performance.7

Performance auditing has branched off in two directions. One
parallels financial auditing in that the auditor’s role is limited to de-
termining whether the performance statements are a fair and accu-
rate account of results. An alternative approach is for the auditors to
devise reporting standards to which agencies must conform. Al-
though auditing is likely to become a more prominent feature in
performance measurement, much work remains to be done in de-
fining the role of auditors and the division of responsibility between
them and reporting agencies. The early experience in Sweden,
where the National Audit Office (NAO) maintains a staff of almost
100 performance auditors, is not encouraging. According to NAO,
“The audit cannot give the same guarantee of reliability for a perfor-
mance audit as for the other parts of the annual report. It is impor-
tant to diminish the ‘gap in expectations’ between what the audit
can actually guarantee and what the parties interested in the audit
expect.”8 Thus far, this gap has been narrowed more by diminishing
expectations about what auditing can do than about what perfor-
mance measures promise.

Performance Benchmarks. Benchmarking is one of the many
managerial practices that has migrated over the past decade from
business firms to governmental organizations. At its core,
benchmarking aims to boost performance by stimulating managers
to match results achieved in comparable or best-performing organi-
zations. Benchmarking can therefore be combined with the three
previously mentioned uses — targets, reports, and audits. The prac-
tice differs from standards in that its targets are descriptive rather
than normative and act as incentives, not as prescriptions.
Benchmarking also differs from performance rankings, which
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usually are based on composite scores and layers of assumptions.
Benchmarks tend to be unidimensional and focus on only one as-
pect of performance such as cost, productivity, or customer satisfac-
tion.

This focus grounds benchmarking on a sounder empirical ba-
sis; it does not use hidden or questionable assumptions to smooth
out differences among the entities being ranked. Benchmarking
makes no assumptions as to why costs or effects are higher in one
entity than in another; it simply notes the differences and thereby
impels managers to investigate the causes of the differences and to
take appropriate action.

The problem, however, is that the conditions that account for
performance are not unidimensional. Many factors may account for
why one organization is more efficient than the other. These factors
may include location, age of equipment or the workforce, and cul-
tural features, the quality of the managers, internal controls, and
production methods. Firms cannot ignore these “drivers” of cost
differences because markets penalize inefficient producers. To re-
main competitive, a firm must strive to meet benchmark costs. In
the public sector, however, the differences can be explained away.
In business, benchmarking is an impetus for improvement; in gov-
ernment, it often is an impetus for excuses.

Performance Contracts. Contracts convert targets into formal
agreements between the government and its agencies (or external
providers) on the amounts they will spend and how much they will
produce. Such contracts can be in the form of performance agree-
ments, such as those negotiated between President Clinton and de-
partment heads in the early years of the reinventing government
movement, or in the form of memoranda of understanding spelling
out expectations for a certain period. Performance contracts can also
extend downward in public bureaucracies, negotiated between se-
nior managers and their subordinates.

Unfortunately, these contracts usually cannot establish legally
enforceable claims. As one of the contracting parties, the govern-
ment has little recourse if internal suppliers fail to perform accord-
ing to the terms of the contract. Such contracts would not be
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significantly more effective if government were reorganized to es-
tablish internal markets by separating service producers from
policymakers. Internal markets are not real markets, and internal
contracts are not real contracts.

But even if they do not enforce claims, contracts may be useful
in establishing expectations of performance and forging relation-
ships between government and service providers based on their
outputs. The term “relational contracting” is sometimes used in
new institutional economics to describe these expectations.9 Do
they make a difference in results? There is little evidence on the im-
pact of such contracts in the public sector.

Performance contracts often are coupled with two other
changes in public management. One is to broaden the discretion of
managers in using resources and fulfilling their responsibilities. The
other is to introduce new means of accountability into government.
The former is a precondition for contracting; the latter seeks to com-
pensate for the inherent weakness of performance contracts. Obvi-
ously, contracts cannot be written if one or another party lacks the
freedom to implement its terms. Thus, liberating managers from ex

ante controls is a necessary step in enabling them to contract for their
performance, but it may not be sufficient. Similarly, new account-
ability regimes such as performance audits may be needed to en-
force contractual demands, but they may not suffice to get
managers to perform better.

Performance Budgeting. The last entry on the list, performance
budgeting, represents the fullest use of performance measures and
is, therefore, the hardest to implement. Performance budgeting
comes in two versions: the weak version merely specifies the results
expected but does not explicitly link them to spending levels, the
strong version expressly relates increments in resources to incre-
ments in performance.

Organizations as Performers

In measuring performance, many thousands of managers and ana-
lysts have been schooled in the differences between inputs and
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outputs, and in terms such as benefits, results, outcomes, and effec-
tiveness. They have been indoctrinated in the notion that what
should be measured are not the inputs or processes used to get re-
sults, but the results themselves. Yet one of the most popular con-
temporary innovations in performance measurement openly
violates this creed. The “balanced scorecard” approach views out-
puts as only one of four sets of related performance measures. The
other three pertain to internal processes and practices, staff quality
and morale, and customer needs and satisfaction.10 The four sets of
measures are balanced in the sense that managers pay attention to
all of them, not just one. Yet it is possible to attach numerical scores
to each of the four variables (and to subsets within each), the main
gain comes from recognizing that organizations and internal pro-
cesses also matter.

This approach was designed for firms in the early 1990s in re-
sponse to the growing perception that financial results were an in-
adequate measure of the full range of factors determining future
capacity. As explained by Robert Kaplan and David Norton, the ar-
chitects of the scorecard, it represents a balance

between external measures for shareholders and customers and

internal measures of critical business processes, innovation, and

learning and growth. The measures are balanced between the

outcome measures — the results from past efforts — and the

measures that drive future performance. And the scorecard is

balanced between objective, easily quantifiable outcome mea-

sures and subjective, somewhat judgmental, performance driv-

ers of the outcome measures.
11

What is this alien approach doing in the contained world of
performance measures, and why has it rapidly gained application
in American governments? To pioneers of performance measures,
such as Harry Hatry, the balanced scorecard is retrograde. He wor-
ries that the balanced scorecard could confuse public managers who
have been told singular focus on outcomes is the final step in the
evolution of measurement systems. “There has been considerable
effort and progress made on performance measurement; a reason-
ably common language has evolved around it, along with a grow-
ing recognition of a basic hierarchy of performance indicators.” The
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balanced scorecard, Hatry fears, “implies that all these areas are of
equal value. But we’ve been trying to get public officials to focus on
outcomes . . . there’s a danger of a return to an over-emphasis on in-
ternal process.”12

The balanced scorecard will turn out to be just another “flavor
of the month” in the never-ending parade of management reforms,
aggressively promoted by entrepreneurs who make a fast buck out
of the latest fad, and then thrown onto the scrap pile of failed re-
forms. My sense, however, is that balanced scorecards tell us a few
things about the state of the art in performance measurement. One
is that scorecards are popular, as noted. But more importantly, they
indicate that conventional measures are inadequate to cover the full
gamut of factors that produce outputs and outcomes. Perhaps for
the wrong reasons, the balanced scorecard looks at the right places
to assess performance. It assesses the quality and capacity of the or-
ganizations that generate outputs.

The conventional output-focused measurement literature begs
fundamental questions: Where do results come from? Who pro-
duces the outputs and outcomes that are at the center of the mea-
surer’s universe? What has to be done to obtain the desired
performance, and who has to do it? Performance is not manna that
falls from heaven; organizations have to be structured, mobilized,
and funded to carry out the activities that generate results. This sim-
ple truth often is ignored in performance measurement. If it were
followed, measurement would be one of the final steps in the GPRA
process, not the first. There would be more emphasis on transform-
ing organizations and less on measuring results. In fact, perfor-
mance measurement has ample warning from the failure of past
reforms that organizations matter. Each of the budget reforms men-
tioned above failed for its own reasons, but all shared a common de-
fect. They assumed that budgeting could be oriented to
performance, even if the organizations that make and implement
budgets are not driven to perform.

The balanced scorecard, by contrast, seeks to assess organiza-
tional capacity. This is hard work, as I learned firsthand in the
mid-1990s when the New Zealand government invited me to assess
its public-sector reforms.13 One element of the New Zealand model
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was to distinguish the government’s role as the purchaser of output
from state agencies from its role as the owner of these agencies. The
government’s purchase interest is short-term; it focuses on the out-
puts produced during the current or next fiscal year. The govern-
ment’s ownership interest is long-term; it concerns the capacity of
public agencies to respond to future needs and demands. Various
methods have been devised to gauge the purchaser interest, such as
output budgets, purchase agreements, and performance reports,
but the government lacks comparable instruments for evaluating its
ownership interest. This is where the balanced scorecard may fit in.
It calls attention to organizational capacity and connects perfor-
mance to the entities delivering the services. Even if the balanced
scorecard does not have lingering success, it should drive home the
message that processes matter, as do staff training and morale, in-
ternal controls, customer interests.

Performance as Change

Most performance measures are snapshots; they display the volume
of outputs produced during a particular period, or outcomes at a
particular moment in time. These snapshots produce useful data,
but they do not reveal all that is important about performance. From
the standpoint of policymakers, service providers, and citizens, the
key performance question should be: what will be different as a con-
sequence of government action? In each area of public activity, this
question can be disaggregated into specific performance measures.
For example, in education: How many more children will reach the
60th percentile on standardized tests because of smaller class sizes?
How many more will go on to college because of additional guid-
ance counselors? How many more disabled students will be
mainstreamed because of a boost in special education services? Es-
pecially from the vantage point of the budget, where the key policy
issue is how much more or less shall be provided than in the previ-
ous year(s), performance indicators shall be framed in terms of the
output and outcome changes ensuing from the budget.

The notion of change is embedded in the concept of effective-
ness. To be effective is to make a difference, to produce a result that
would not happen absent the action. Somehow, however,

52

Quicker, Better, Cheaper?

Managing Performance in American Government



effectiveness seems to have fallen out of favor in the performance
industry, and most output and outcome measures are cast in abso-
lute terms— not in reference to a previous (or “default”) condition.

It is feasible to incorporate change into routine measures of
performance. One approach would be to construct a services base-
line that parallels the spending baseline that is widely used in pre-
paring and analyzing budgets. The spending baseline represents
the expenditures projected to occur in the next or future years if cur-
rent policy were continued without change. The baseline is adjusted
periodically for changes in economic conditions, program work-
load, and estimation errors. By definition, once these adjustments
have been made, any variance from the baseline is the result of pol-
icy change. The money value of such changes is measured as the
size of the variance. A similar baseline would estimate the types and
volume of services that would be provided if current policy were
continued without change. Where relevant, it should be possible to
build qualitative indicators into this baseline. Many questions
would have to be resolved in constructing a baseline, but they are
not inherently more difficult than in baselining expenditures. Both
types of baselines rely on assumptions, estimation rules, procedures
for updating the projections, and so on. Just as government esti-
mates the cost of program initiatives, it would estimate the service
impacts of policy changes.

If a service baseline were constructed, performance targets
could be cast in terms of projected changes. For example, proposals
to reorganize the police department or to appropriate more money
for it would be assessed in terms of estimated changes in response
times, arrest rates, and other measures. Such change-oriented data
would sharpen understanding of the implications of proposed or
implemented policy changes, and would provide a firmer basis for
evaluating government programs. Evaluation would then deter-
mine whether the expected changes have materialized, whether
policy innovations had the intended impacts, and whether the
method for estimating service changes should be altered.

Some analysts may argue that baselining services in the man-
ner suggested here would further entrench incrementalism in the
allocation of public resources. That is, rather than focusing on the
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aggregate outputs or outcomes, policymakers would consider in-
cremental changes to the baseline. This may be so, but structuring
policy choice in incremental terms is logical because policymakers
almost always behave in this manner. I will argue in the final section
that the most fruitful path for performance budgeting is likely to be
one that recognizes the hold of incrementalism on budget decisions.

Moreover, absolute performance measures can be displayed
alongside those derived from baseline estimates. In the case of
school reform, it should be possible to measure both the graduation
rate and changes in the rate owing to policy changes. Those who use
performance information would be free to draw on the measures
they deem to be most appropriate. They would also be free to devise
additional measures that suit the particular use they have in mind.

Activities as Drivers of Performance

If performance refers to change, which changes should be mea-
sured? The confident answer, from the conventional point of view,
is outputs and outcomes — the goods and services produced by
governments and the social conditions affected by or influencing
public policy. But in line with my argument that organizations are
the performers, let me suggest a supplemental approach, one that
may either coexist with conventional measures or replace them.
Government should measure performance in terms of the activities
carried out by its agencies. Activities are not often referred to as in-
dicators of performance, though other measures, such as workload
and services, convey some of the same meaning. In some settings,
outputs also may refer to activities.

Activity-centered measurement is at the leading edge of man-
agement reform. Activity-based costing (ABC), developed by Rob-
ert Kaplan, who produced the balanced scorecard, is a widely
applied cost allocation and analysis system which has infiltrated
public-sector financial management.14 The basic idea of ABC is
that activities drive costs; hence to control costs, they must be
charged to the activities generating them.15 This approach enables
managers to measure the costs that would be incurred or avoided
if a firm undertook or terminated a particular activity. Cost
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measurement is a critical, oft-neglected prerequisite for using per-
formance measures.

Firms measure activities because these are the things they do to
produce goods and services. Activities drive their costs and out-
puts, and the efficiency with which activities are conducted deter-
mines the efficiency of the firm. To change what a firm spends
money on or what it produces, it must change what it does. But does
the same logic hold for government? Does it make sense to assess
costs and performance in terms of work rather than results? Argu-
ably, government does not perform its activities for their own sake
but to provide services (outputs) and improve social conditions
(outcomes). Governments don’t run schools just to give courses in
reading or science, but to develop students who are competent in
those subjects. Taken too literally, activity-centered performance
would measure the number of classes taught but not whether stu-
dents graduate or can function effectively in the job market or the
supermarket. True enough, but this is why activity measures
should supplement regular performance measures. By themselves,
activity measures do not provide much of the information
policymakers need to design and implement effective programs.
But activity measures provide essential information for budgetary
decisions and program managers. For example, inasmuch as the
teaching of reading skills still is organized around classroom activi-
ties, budget makers and educators need data on the number and
types of classes, class size, the number of remedial and advanced
reading courses, and other measures of school activity. These mea-
sures strongly influence how public money is spent and educational
services are delivered.

The further one moves from budget and operational decisions
to analysis and evaluation, the more one needs broader measures of
performance oriented to effectiveness and outcomes. But in allocat-
ing resources, activities are an indispensable yardstick for deci-
sions. I sense that if measurers had emphasized activities,
performance budgeting would be more advanced than it is. There
would be less wrangling over definitions and more attention to allo-
cations. Managers would have a clearer understanding of what is
being measured and what they are expected to do.

55

Getting Performance

Measures to Measure Up



Cost as a Measure of Performance

Performance budgeting failed half a century ago for many reasons,
but one of the most prominent facts was the inadequacy of govern-
ment cost-accounting and allocation systems. The lack of data on
the costs of particular services made it exceedingly difficult to link
resources and results. Government agencies were given bundles of
money with little awareness as to how the volume or quality of ser-
vices would vary if more or less funding were provided.16

Fifty years later, cost accounting still is underdeveloped in the
public sector. There are few university courses or textbooks in gov-
ernment cost accounting, and few governments allocate budget re-
sources among cost centers, or distinguish between fixed and
variable or average and marginal costs. These cost measures are es-
sential for successfully implementing performance budgeting.

Cost accounting figured prominently in the efficiency move-
ment of the 1920s and 1930s. As early as 1925, the Municipal Finance
Officers Association published a handbook on government cost ac-
counting, and followed this up with a number of articles
showcasing the use of cost-measurement techniques in local gov-
ernments.17 Considerable work was done on identifying standard
costs for government activities such as road and building mainte-
nance.

The launch of performance budgeting in the 1950s renewed in-
terest in cost measures, but Congress on this front was meager. Con-
gress passed legislation requiring federal agencies to prepare
cost-based budgets, but as has often happened with administrative
reforms, this prescription was largely ignored.18 Various efforts
were made to apply cost accounting and analysis in performance
budgeting, but none of these efforts advanced to full implementa-
tion. New York State conducted the most interesting such experi-
ment using cost accounting to construct performance budgets in a
number of hospitals. The state did so by dividing the institution’s
budget into a number of cost centers. As in business, a cost center
was defined as an operating unit that performs a major activity; it
generates costs, and is the responsibility of a designated person. The
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next step was to separate variable and fixed costs, after which vari-
able unit costs were computed. These calculations allowed funders
to build a budget for the institution by multiplying the number of
work units by variable costs, and adding fixed costs.19 The cost-ac-
counting experiment was technically successful, but it withered
away for lack of interest.

Interest in cost accounting and measurement was revived by a
number of developments in the 1990s including the Chief Financial
Officers Act of 1990, the work of the Federal Accounting Standards
Advisory Board, and the requirement that federal agencies prepare
audited financial statements.20 Current federal policy codified in
Statement of Federal Financial Accounting Standards Number 4,
Managerial Cost Accounting Concepts and Standards for the Federal Gov-

ernment, requires each entity to account for the costs of outputs and
the total net cost of operations. The statement gives agencies leeway
in using costing methodologies, such as activity-based costing, but
it does require that the cost-accounting system be capable of accu-
mulating costs in defined cost centers that are associated with de-
fined performance measures.21

I am not aware of any study of the extent to which federal agen-
cies comply with these standards. It would not be surprising if
many are not yet in full compliance, as the promulgation of stan-
dards has invested cost accounting with significantly more promi-
nence than the last time performance budgeting was tried.

Performance Budgeting

Although performance budgeting is the most advanced use of per-
formance measurement in allocating financial resources,
policymakers hold alternative conceptions of what performance
budgeting entails. A liberal definition would include any system
that relates budget resources to the services or products produced
by government. By this standard, a government would maintain a
satisfactory performance budgeting system if it classified expendi-
tures by services or outputs. A more stringent standard would re-
quire it to link each increment in budget resources to an increment
in outputs or outcomes. Although this standard is a much more
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demanding standard, the payoff would likely be far greater because
it would enable governments to decide budget increments based on
actual or expected volume or quality of performance.

Can governments successfully implement this version of per-
formance budgeting? One must be mindful of the failure of earlier
drives in the 1950s. I believe the fate of performance budgeting will
depend on two factors: the quality of public management, and the
quality of public measurement. The first is beyond the scope of this
chapter but requires brief explanation; the second is what this paper
is all about.

Earlier performance budgeting, like other previous budget in-
novations, assumed that budgeting drives management; if the bud-
get is oriented to performance, managers will drive their
organizations to perform. This reasoning led government to single
out budgeting for reform without bothering to change other mana-
gerial behavior or incentives. But this approach was congenitally
flawed, for it failed to recognize that budgeting is shaped by the
managerial context within which resources are allocated and ser-
vices provided. If managerial conditions discourage attention to re-
sults, efforts to introduce performance budgeting will fail.
Budgeting cannot be reformed in isolation from the managerial sys-
tems and practices in which it is embedded. Only if government en-
tities are managed on the basis of results will they be able to allocate
resources on this basis.

The second precondition is that government have data to link
resources and results. If the government is informed on the type of
data called for here — the performance and capabilities of its orga-
nizational units, proposed or budgeted changes in the volume or
quality of operations, the types and volumes of activities, and the
variable and marginal costs of activities — it should be able to install
a performance budget that makes sense to politicians, program
managers, and citizens.

Such a performance budgeting system would hew closely to
the more demanding version. Rather than linking total performance
to total resources, it would relate increments in results to increments
in cost. The driving question in resource allocation would be: “How
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much more or less activity could be undertaken if more or less re-
sources were provided?” This methodology is somewhat similar to
that introduced by zero-based budgeting (ZBB) in the 1970s. Be-
cause of its misleading label and rigid methods (decision packages
and rankings), ZBB was misunderstood, and few governments im-
plementing it recognized that what ZBB actually did was to divide
budget requests and decisions into incrementally differentiated
packages.22 In ZBB, each decision package above the base or mini-
mum level represents increments in funding and work (or results).

Budgeting by performance increments is not a new idea. Verne
Lewis, who sought to institutionalize marginal analysis into re-
source decisions, proposed it in a 1952 article.23 But it is an idea that
has never been broadly tried. To budgetary rationalists, it would be
a step backward — far short of the comprehensive budget review
they have forever been seeking. To me, however, it would give per-
formance budgeting a fighting chance to make it this time.
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The Economics of Performance
Incentives in Government with

Evidence from a Federal Job
Training Program

Gerald Marschke

M
any analysts of the public sector see government ineffi-
ciency as a management problem and advocate remedies
from the private sector. Some analysts maintain that for

many government bureaus a set of quantifiable objectives can be
identified and linked to explicit performance measures backed by
cash incentives (for example, Gore, 1993, Chapter 2). Cash-backed
performance measures communicate to bureaucrats a clear objec-
tive and act to commit the government to reward them for progress
toward this objective. Advocates of such systems argue that shifting
the focus towards objectives through performance measures and
away from bureaucratic inputs through procedural rules and regu-
lations encourages bureaucrats to use their initiative and creativity
to manage public resources more efficiently.

We can use the principal-agent model — a rationale for perfor-
mance-based incentives inside organizations — to understand how
incentives might be constructed for government agencies, and for
troubleshooting incentives that are in place. While the theory is not
detailed enough to generate an incentive policy for any particular
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government program, it provides a way to characterize bureau-
cratic effectiveness and a short list of features of the agency, worker,
and mission that policymakers should consider before designing
performance incentives.

This chapter attempts to meet two goals. The first is to lay out
the principle-agent model and recent advances in the theory that fo-
cus on aspects of public sector organizations that are important in
the design of performance measures.1 This discussion shows that
when bureaucratic output is difficult to evaluate — as it is in many
government agencies — performance incentives should be used
sparingly or not at all. I also use the theory to analyze the experi-
ences with performance incentives created under the Job Training
Partnership Act (JTPA) of 1982, one of the first large-scale experi-
ments with performance incentives in a federal bureaucracy.2 The
JTPA experience shows that bureaucrats do respond to financially
backed performance incentives, but that bureaucratic response is
often dysfunctional, and that government incentive designers have
difficulty constructing appropriate incentives.

The Principal-Agent Model

The principal-agent model provides an analytic framework for
understanding the agency relationship, in which one party, the
principal, contracts with another party, the agent, for the perfor-
mance of some task or tasks. The principal may wish to delegate
the task rather than perform it herself because the agent pos-
sesses specialized knowledge or skills, or because of the complex-
ity or scale of the principal’s enterprise. Agency relationships are
ubiquitous: patient-doctor, student-teacher, client-lawyer, stock-
holder-CEO.

The fundamental agency problem is that the principal, after en-
gaging the agent, cannot be assured that the agent will perform the
task contracted upon according to the principal’s wishes. The agent
has his own preferences, which deviate from the principal’s. The
agent’s ability to hide his efforts from the principal allows him to
pursue his own objectives. Nevertheless, by appropriately design-
ing the contract, the principal can structure the agent’s incentives to
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limit such opportunistic behavior by the agent — called moral hazard

in the economics literature.

Anecdotal examples of moral hazard in agency relationships
abound. In a recent, much-publicized case, several states sued Sears
Auto Centers for charging customers for unneeded or unperformed
repairs. Sears settled these cases for approximately $20 million.
Sears’ investigation of the overcharging revealed the cause to be the
company’s compensation system, which paid sales people commis-
sions based on store revenues, and bonuses for meeting sales quotas
for services and products. Sears eventually removed these incen-
tives.

While Sears’ sales staff apparently cheated their customers,
agents committing moral hazard — or “shirking,” for short — are
not always venal or lazy, in spite of the term’s connotations. Take,
for example, Medicaid, the federal-state program that provides
health insurance to low-income and disabled persons. Medicaid
is an instrument of the voters/legislators (the principal) for pro-
viding medical services to the disadvantaged. Through
Medicaid, the voters/legislators delegate this task to doctors (the
agents). Consider the doctor who lies about a patient’s diagnosis
to induce the state Medicaid administrators to pay for a needed
test or treatment. This behavior, while laudable at some level,
nevertheless may be contrary to the interests of the voters/tax-
payers. It is moral hazard because if it were observed, the princi-
pal could always identify and punish it. Moral hazard — whether
it originates from purely selfish behavior or not — is the subject
of this chapter.

As in the private sector, agency relationships are common in
the public sector. Government is a multi-tiered, hierarchical organi-
zation. Agency relationships exist between the voter and the legisla-
tor, Congress and the federal agencies, managers and workers
within an agency, the agency’s clients and its caseworkers, and so
on. The simple agency model provides a framework for thinking
about the moral hazard problem and shows how contracts can be
used to reduce moral hazard.
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The Simple Agency Model

I first assume a very simple world that contains a single principal
and a single agent.3 The principal cares only about a single
well-defined objective. For example, the principal might be the
owner of a firm, and the agent a worker, and the objective her profit.
I assume that the agent is risk averse. In the economics literature,
this means that he always prefers to receive a dollar with certainty,
rather than to receive a payoff whose average or expected value is a
dollar, but is sometimes more and sometimes less. The agent cares
only about his earnings, and also about the effort he exerts, which he
finds costly.

The basic model is usually presented with a risk-neutral princi-
pal — one who cares only about the expected value of her payoff
and is indifferent to the level of risk she must bear. The principal’s
risk preferences are assumed different from the agent’s because the
model is frequently used in contexts where the principal is the
stockholder and the agent a worker in a firm. The firm’s stockhold-
ers may have a comparative advantage in risk management because
they can more easily spread their wealth among different assets (di-
versify their portfolio), while workers may have most of their
wealth tied up in their (non-diversifiable) human capital, limiting
their ability to manage their risk.4 Rather than explicitly modeling
this constraint, economists simply assume that the principal is
risk-neutral. These attitudes toward risk are probably reasonable
assumptions when the principal is the owner of a firm and the agent
a worker. They are less defensible in other contexts. (I return to this
point below.)

The principal contracts with the agent to perform a single task.
I assume that the principal cannot observe the agent’s effort, and
cannot precisely infer it from measures of organizational perfor-
mance such as share price, in the case of publicly traded firms. But
holding everything else equal, the more effort the agent exerts the
more the principal benefits. I assume effort is costly to the agent. In
addition to assuming that the agent is risk-averse, I assume that the
agent cares about his net earnings. That is, holding constant the risk
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he bears, he is interested in making his monetary compensation, less
the cost of his effort, as large as possible.

The assumptions that the principal cannot detect (and there-
fore punish) shirking, and that effort is costly to the agent, ensure
that the agent will shirk in the model. Knowing this, the principal
will be much less likely to contract with the agent in the first place.
Moral hazard imposes costs on the contracting parties. These costs
mean that some exchanges between the principal and agent that
would otherwise benefit both parties will not take place. It is there-
fore in the interest of both parties to find ways to limit moral hazard.

The source of the moral hazard problem is that the parties can-
not contract on the agent’s effort because the principal cannot ob-
serve it. Suppose, however, the agent’s effort yields a random
variable, or performance measure, which, I assume, both the princi-
pal and third parties are able to observe.5 The value of the measure
rises with the agent’s effort. While the performance measure partly
reflects the agent’s effort, however, it is also affected by external fac-
tors that are not observable to the principal. These external factors
introduce noise into the measure of effort. The smaller the noise in-
troduced by the external factors the more closely the performance
measure reflects effort. If the noise introduced is sufficiently small,
the performance measure can be used as a stand-in for effort in an
explicit contract that links the agent’s pay to the performance mea-
sure.

For example, a board of shareholders might base part of a
CEO’s compensation on the net earnings of the firm. The firm’s net
earnings in a year are a function of the CEO’s effort and the quality
of his decisionmaking. Basing a CEO’s compensation on net earn-
ings therefore provides him with a greater incentive to work hard
and to make wise decisions with the firm’s resources.

The next question is how to use the performance measure in an
incentive contract to reduce shirking. One of the simplest such con-
tracts the principal can offer is a linear contract: the agent receives a
salary independent of the agent’s effort and performance, plus a
sum that varies with performance. The variable part is a piece rate
— a fixed amount of compensation per unit of performance — times
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measured performance. Let us call the piece rate the intensity of in-

centives. The higher the incentive intensity, the greater is the fraction
of the agent’s compensation that stems from performance and the
stronger the incentive to exert effort.

Conventional wisdom holds that in private sector workplaces,
more often than not, some portion of each worker’s pay is explicitly
based on performance. In the public sector, on the other hand, con-
ventional wisdom holds that a worker’s compensation is usually in-
variant to performance.6 The issue is how government principals
can best choose the salary level and particularly the incentive inten-
sity to improve the performance of government agencies.

The more intense the incentives, the greater is the role played
by factors outside the agent’s control. That is, the riskiness of the
agent’s compensation increases with the incentive intensity. While a
firm’s net earnings reflect CEO effort, for example, also they are a
function of factors outside of his control, such as the business cycle,
energy prices, and acts of nature. Therefore, net earnings are an im-
perfect proxy of effort. As far as the manager is concerned, net earn-
ings are risky. Why should the principal care about the riskiness of
the agent’s compensation? The principal must care because the
agent has alternatives to entering into a contract with the principal.
The principal must offer a level of compensation and risk that ap-
pear to the agent at least as attractive as his next best alternative.
Therefore, the greater the risk the principal makes the agent bear,
the greater must be the salary level to compensate. On the one hand,
a high incentive intensity provides incentives for the agent to work
harder and thus increases the benefit to the principal. On the other
hand, a high incentive intensity leads to a higher wage bill and
higher costs. The principal therefore chooses the salary level and in-
centive intensity by considering the effect of incentives on his will-
ingness to supply effort, and by ensuring that the package is
attractive enough to lure him away from his next best alternative.

According to this simple model four factors determine the in-
centive intensity that optimally balances incentives and the costs of
risk-bearing: the added benefits created by additional effort, the
risk-aversion of the agent, the noisiness of the performance mea-
sure, and the sensitivity of the agent’s supply of effort to an increase
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in the incentive intensity. These factors suggest several important
implications for designing effective performance measures and
contracts.7

Implication 1: The sensitivity of an agent’s compensation to perfor-

mance should be higher the more beneficial is an increase in effort. Raising
the incentive intensity is costly to the organization because it in-
creases the risk the agent bears and therefore the compensation nec-
essary to retain him. Thus, raising the incentive intensity makes
sense only if the added effort is consequential to the value of the or-
ganization.

Implication 2: The sensitivity of an agent’s compensation to perfor-

mance should be lower the higher the agent’s risk aversion. Where the
principal is a firm’s owner and the agent the firm’s single worker,
the performance measure amounts to the value of the firm.
Choosing the incentive intensity is equivalent to choosing a rule for
sharing the risky profits generated through the agent’s exertion.
The sharing rule balances the benefits of incentives against the costs
of risk bearing. The smaller the incentive intensity the more the
compensation scheme behaves as an insurance contract, insulating
the worker from fluctuations in the firm’s value. But the smaller the
incentive intensity the more the agent will shirk. The insurance fea-
ture of the incentive contract is of value only to risk averse agents.
Therefore the lower the agent’s risk aversion, the stronger the prin-
cipal can afford to make the incentives.8

The assumption that the principal is risk neutral and the agent
risk averse makes sense when the principal is a large firm and the
agent is a worker. The firm’s stockholders can more easily use the
capital market to diversify away the risk in the firm’s net earnings.
In the public sector, the goal of the organization is not profit but pol-
icy, and the principal is not the owner of a firm but a public sector
manager or politician. The public sector principal cannot easily di-
versify away the risk of managerial or policy failures by purchasing
assets whose risk will offset policy risk.9 In other words, it is now
costly for the principal to bear risk. Under the optimal contract the
agent bears more of the risk when the principal is herself risk averse
than when she is risk neutral. This is an argument for the greater use
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of performance pay in the public sector than in the private sector, ev-

erything else being equal.

Implication 3: The sensitivity of an agent’s compensation to perfor-

mance should be lower the noisier the performance outcome. The less in-
formative the performance outcome is about effort, the less the
principal should rely on it as a signal of effort. Consider, for exam-
ple, that a general sometimes is awarded a promotion upon win-
ning a battlefield victory. A battlefield outcome is a useful measure
of a general’s efforts because the decisions a general makes about
how troops are deployed in the field can be decisive. However,
whether the army wins the battle is a much noisier indicator of the
effort exerted by a particular private. In this example, Implication 1
is also relevant. The battlefield outcome should be given little
weight in evaluating a private because rarely do the actions of a sin-
gle private affect that outcome.

Implication 4: Incentives should be more intense the more responsive

is the agent’s effort to an increase in the intensity of incentives. In many
government bureaucracies, workers are bound by procedural rules
and regulations and have little discretion. The general principle
here is that incentives should be placed on agents who are able to re-
spond to them. In organizational environments where agents have
wide discretion over how they perform their work, agents often re-
spond to performance incentives with innovative ways of generat-
ing value for the organization. Imposing performance incentives on
agents who have little discretion needlessly subjects them to in-
creased earnings risk.

Implication 5: Linear performance incentives may be superior to non-

linear ones because they put constant pressure on agents to exert effort. A

nonlinear scheme, where the agent receives a bonus for exceeding a perfor-

mance threshold, creates little incentive late in the period when the agent’s

performance late in the period is either far in excess or far short of the

threshold.

I have laid out the principal-agent model assuming a linear
contract: the payoff of a one-unit increase in performance is con-
stant. Under nonlinear schemes, performance is aggregated over,
say, a quarter or a year. The agent receives a high award when
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performance exceeds some threshold, and a low one otherwise. Bo-
nus schemes are of this form. For example, a salesperson might win
a trip to the Bahamas only if his annual sales exceed 100 units.

Under certain conditions linear contracts outperform nonlin-
ear ones. An agent who in the middle of a period finds himself well
above or well below the standard has little incentive to exert effort
(Courty and Marschke, 2000, find evidence of such responses to
nonlinear incentive schemes in JTPA; see below). Linear schemes
outperform nonlinear ones because they apply uniform pressure on
the agent to perform that is independent of past performance or the
height of the standard.10

Implication 6 (in the case of multiple agents): In addition to agents’

efforts, performance outcomes are affected by external events, some of

which affect all agents equally. When the principal suspects that the error

in performance measurement caused by these common events is potentially

large, she should base an agent’s compensation on his performance relative

to the performance of other agents (relative performance evaluation).

In the private sector, firms often pay a worker incentive pay
based not on his absolute performance but on his performance rela-
tive to other workers in the firm, or even to workers outside the firm
who are performing in an identical or similar role. Firms sometimes
run tournaments, wherein only top-performing workers receive
performance-based awards, for example. In the public sector, the
principal often supervises multiple agents performing similar tasks
who may be separated geographically or by the types of clients they
serve. For example, the postmaster general’s office supervises thou-
sands of local post offices, each providing the same kinds of services
but to different populations of clients. A pay-for-performance
scheme might be constructed in which a post office manager’s pay is
linked to his performance on some measure relative to the perfor-
mance of other offices’ managers.

It is better to base the agent’s pay at least partly on relative per-
formance when the performance of an agent’s peers allows the prin-
cipal to better distinguish the agent’s effort from external, random
factors. Suppose, for example, two umbrella vendors employed by
the same firm are working opposite sides of a busy street corner.
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The number of umbrellas each sells is a function of the effort he ex-
erts, but also a function of external, random factors. Some of these
external factors are idiosyncratic, such as the vendor’s health. Oth-
ers are shared, such as the weather. Should the firm’s owner use as
her measure the number of umbrellas he sells alone, or in combina-
tion with how many he sells in excess of the amount sold by the
other vendor? In making this decision, the principal should be
guided by how using relative performance changes the noise in the
performance measure. The principal should use relative perfor-
mance when the noise introduced by the common random compo-
nent (weather) is large relative to the idiosyncratic noise (health).
Relative performance evaluation works by differencing out a com-
mon external factor that affects all agents’ performance equally
(weather, in the umbrella example). This reduces the risk the agent
faces, and allows the principal to raise the incentive intensity.

While relative performance evaluation among agents within
an organization may lead to a more precise estimate of agent effort,
it may also promote counterproductive behavior. Pitting agents
against each other can reduce their incentive to cooperate and in-
crease their incentive to sabotage one another’s performance. These
behaviors would militate against the use of relative performance
evaluation where the gains from cooperation are great, even though
it would produce a more precise estimate of agent effort.

Implication 7 (contracting over multiple periods): The principal can

reduce the noise in the agent’s performance measure by basing pay on the

difference between current performance and past performance, as past per-

formance contains information about the agent’s capabilities.

If the principal is able to observe the agent over several years,
she can use past performance to learn about the size of the random
component. A given level of performance is more likely to represent
extraordinary effort if it is greater than past levels of performance.
The principal sets her expectation on the basis of an agent’s perfor-
mance during an initial assessment period. Where the agent is a
shirt-maker, for example, the owner of the firm might base her ex-
pectations on the number of shirts produced during the average
week of the assessment period. In a simple compensation scheme,

70

Quicker, Better, Cheaper?
Managing Performance in American Government



the shirt-maker receives a bonus whenever his output exceeds the
average output during the assessment period.

Implication 8 (ratchet effect): If the agent anticipates that his current

performance will be used to set standards for future performance, he has an

incentive to withhold effort. This reduces both the output in the assessment

period and its information content for setting expectations of the agent’s

capabilities.11

Using past performance to gauge how much effort the agent is
putting forth can increase the effectiveness of performance incen-
tives, but also create an incentive for the agent to withhold effort, as
exceptional performance in the assessment period will raise the bar
and lower his compensation in subsequent periods, everything else
being equal. This is the so-called ratchet problem.

One way to make use of the information contained in past per-
formance while avoiding the ratchet problem is to rotate workers
through tasks. By setting the standard for an agent based on the per-
formance of the agent who occupied the position in the previous pe-
riod, the perverse incentives that lead to the ratchet problem are
eliminated.12

Researchers have investigated whether real world, mostly pri-
vate sector, principals and agents write contracts that take into ac-
count agency concerns.13 They have found that agents respond
powerfully to performance incentives (see, for example, Lazear,
2000, and Paarsch and Schearer, 1996), but that explicit, financially
backed performance incentives are relatively rare. While for some
job titles such as CEO performance-based bonuses and stock op-
tions are an important part of compensation, a salary or an hourly
wage constitutes the compensation of most employees in firms.
Even when performance incentives are used, their incentive inten-
sity is often low (see Baker, Jensen, and Murphy, 1988: Jensen and
Murphy, 1990: and Medoff and Abraham, 1980.) In the model out-
lined above, because effort is costly, performance-based compensa-
tion is necessary to elicit the optimal level of effort. Taking the
simple agency model at face value, the scarcity of incentives and the
absence of risk in labor contracts seem peculiar. One possible expla-
nation for the scarcity of explicit incentives in contracts is the
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complexity of tasks assigned to agents — that is, they are not sin-
gle-dimensional, as the simple agency model treats them.

Multitasking

In most jobs, workers perform multiple tasks. For example, a uni-
versity professor teaches, conducts research, and helps with the ad-
ministrative chores of running his academic department. In
government agencies, both the tasks and the objectives are
multidimensional. Wilson (1989) argues that each government
agency has a primary goal (or a small number of primary goals). For
example, a police department’s primary goal is to maintain law and
order. Over time, however, a government agency becomes saddled
with more and more ancillary goals. These goals may be out-
come-oriented, but often their focus is how the agency conducts its
activities. For example, whom the agency hires and how equitably
the agency dispenses its services (if the agency provides services to
citizens) often become as important as the primary goal. This is in
contrast to shareholder-principals in the private sector, whose inter-
ests are reducible to a single dimension, such as profit or share
value, which remain the firm’s focus over time.

Relaxing the assumption that tasks or goals are
one-dimensional changes the simple agency model’s implications.
Suppose the agent performs two activities, task 1 and task 2 — which
are both useful to the principal. (The results from the two-task case
generalize to cases of more than two tasks.14) Once again, the princi-
pal cannot observe the efforts devoted to these two tasks, but sup-
pose each task generates a separate performance measure that she
can observe. These measures are, as before, imperfect indices of ef-
fort because they also reflect external, random forces. To keep
things simple, suppose that efforts are the minutes spent on the ac-
tivity, and that the number of minutes in the agent’s day is fixed. If
these are the only two activities to which the agent can devote effort,
then increasing the effort devoted to one activity must come at the
expense of effort devoted to the other.

We can see the implications of multiple tasks or goals for con-
structing incentives by examining the agent’s compensation. With
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two tasks, the agent’s linear contract contains a salary component,
as it did with one measure. We add to that two components that are
sensitive to performance: one component whose payoff is propor-
tional to performance measure 1 plus one component whose payoff
is proportional to performance measure 2. If the agent’s payoff for
task 1 is greater than his payoff for task 2, he will devote no effort to
task 2. Only when the incentive intensity is the same for both mea-
sures will the agent devote effort to each task.

In the real world, agents are not likely to be indifferent at the
margin between time spent on one activity versus another. The
agent may, for example, find effort spent on task 1 less taxing than
effort spent on task 2, in which case the principal would have to set
the payoff for task 2 higher than the payoff for task 1 to induce the
agent to allocate time to both activities. Likewise, if the agent enjoys

task 1, the principal may have to penalize him for time spent on task
1 (a negative payoff for performance measure 1). The model’s pri-
mary implication can be stated as follows.

Implication 9: If the principal wants the agent to devote effort to each

of several tasks or goals, then each task or goal must earn the agent the same

marginal return to effort. Otherwise, the agent will devote effort only to the

task or goal that has the highest return to effort.

This principle has two important implications. The first and
more important for this chapter is the following: the presence of
productive activities for which effort cannot be measured, even im-
precisely, is an argument for setting the weights on measurable per-
formance to zero. That is, the optimal compensation package in the
presence of unmeasurable tasks is one that pays the agent only a
fixed salary.

Second, we now see one of the ways in which incentive design
is complementary to the design of other features of the organiza-
tion. In a multitasking environment where some tasks produce
measurable outcomes and others do not, the principal may be able
to use incentives by reorganizing work (Holmstrom and Milgrom,
1991). If one group of agents performs only measurable tasks and
another group performs unmeasurable tasks, the principal can ex-
ploit the motivating power of incentives, at least for some workers.
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Note that the assumption driving Implication 9 is that efforts de-
voted to the multitude of tasks are substitutes. Sometimes, how-
ever, efforts toward alternative tasks are complementary. To
illustrate: in addition to crime prevention, the racial and ethnic
makeup of police forces has become a social objective, made explicit
by federal and state incentives to local departments to increase mi-
nority hiring and promotion rates. Such incentives placed on new
objectives need not lower a police department’s crime-fighting ef-
fectiveness. In fact, a police department may be in a better position
to meet its traditional goal if the marginal minority officer is also the
most qualified. In terms of the model, if efforts devoted to each of
the tasks are complementary, the principal will elicit increases in
both task 1 and task 2 efforts by raising either the incentive intensity
of task 1 or the incentive intensity of task 2. That is, the incentive in-
tensities of the two measures do not have to be equivalent to ensure
that the agent devotes effort to both activities.

Baker (1999) presents a formulation of the multitasking model
that clarifies how incentive pay may lead the agent to take actions
that raise or lower organizational value. The simple agency model
emphasizes the trade-off between the benefits of insuring the agent
against risk and of providing incentives to motivate effort. Baker’s
formulation of the multitasking model emphasizes the tension be-
tween motivating the agent to supply effort and motivating the
agent to supply effort to the “right” kinds of tasks, undoubtedly a
more important trade-off in real world incentive contracts.

In Baker’s formulation, the quality of the performance mea-
sures available to the organization takes center stage. Performance
measures can sometimes be tied very closely to firm value, as when
firms base performance evaluation (especially for managers) on ac-
counting profits or on stocks or stock options. However, in
nonprofits and public sector organizations direct measures of orga-
nizational value rarely exist. Performance measures in the public
sector will thus be indirectly related to organizational value. Still,
some activities may move the performance measure and the value
of the organization in the same direction. These activities, in Baker’s
terminology, are “aligned.” Other activities move the performance
measure and the value of the organization in opposite directions.
Baker calls these activities “distortionary.”
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Implication 10: The sensitivity of an agent’s compensation to perfor-

mance should be smaller the more misaligned or distortionary the perfor-

mance measure with respect to the value of the organization. A

performance measure is misaligned if it does not induce agents to under-

take the activities that raise organizational value. A performance measure

is distortionary if it induces agents to undertake activities that reduce orga-

nizational value.

Take, for example, a salesperson working in a car dealership.
Suppose that return customers account for a large portion of the
dealership’s profit. In this case, both sales-related and ser-
vice-related activities after the sale promote firm value. Commis-
sions motivate the sales person to work hard selling cars, but may
also encourage him to devote too little time to customer service, dis-
couraging return visits and cutting into the long-run value of the
firm. A salesperson who devoted time to customer service would
increase the firm’s value, but at the expense of his commissions. The
fundamental problem with this incentive scheme is that activities
that promote large commissions are not the same activities that in-
crease the long-term value of the firm.

The challenge for the designer of incentives is finding perfor-
mance measures that are aligned with the value of the organization.
Baker’s model shows that there is no easy way to find such mea-
sures. The following implication of the model constitutes a warning
to policymakers searching for effective performance measures for a
government agency.

Implication 11: In the optimal compensation scheme, the sensitivity of

an agent’s compensation to performance is independent of the correlation

between the performance measure and the organization’s value.

Baker shows that in general the optimal incentive weight is in-
dependent of the sign and magnitude of the correlation between the
measure and organizational value. This correlation is uninforma-
tive because it is driven by the correlation between external factors
that affect the performance measure and those that affect the organi-
zation’s value. What matters is not the correlation between the mea-
sure and organization’s value, but the correlation between the
effects of agent actions on outcomes and on the organization’s
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value. The performance measure and the organization’s objective
can be positively correlated — yet the principal may place no
weight on it if she anticipates that it will lead the agent to take the
wrong actions. Similarly, one can imagine situations where the per-
formance measure and organizational objectives are negatively cor-
related — that is, when the measure is high, the value of the
organization is low, and vice versa — yet the principal places on the
measure a positive weight. Baker illustrates the point this way:

Consider the following personal example. The neatness of my of-

fice is negatively correlated with my level of activity and produc-

tivity: when I am busy, my office is a mess, when I am not, my

office is neat. But having a neat office clearly increases my pro-

ductivity. Thus, a savvy incentive contract designer might give

me incentives to keep a neat office, even though the performance

measure is negatively correlated with productivity. (p. 9, foot-

note 10).

A related implication of the model is that the correlation of a
seemingly promising performance measure with the value of the or-
ganization will often degrade as soon as the measure is compen-
sated. Before the principal compensates the measure, workers do
not focus on it. Once the principal compensates the measure, how-
ever, it becomes the workers’ objective. The new incentive causes
workers to take actions that raise the performance measure, without
regard to their effect on the organization’s value. If these actions do
not also raise the organization’s value, the correlation between the
performance measure and organizational value may fall.

Consider again the Sears Auto Center case. Before Sears imple-
mented the incentive scheme, Auto Center profits may have been
positively correlated with the number of repair jobs. This statistical
relationship may have prompted Sears officials to use the number of
repairs as a performance measure. Once Sears began paying manag-
ers bonuses for meeting service quotas, however, those service quo-
tas became the managers’ objective. It was not long before the
managers had found easy ways to boost sales volume that did not
also result in higher store profits. By charging customers for un-
needed and unperformed repairs, store staff uncoupled the perfor-
mance measure from the store’s long-term profits. Their response to
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the incentives drove up the value of the performance measures
while eventually driving down profits. Thus, repairs and long-term
profits were positively correlated so long as Sears did not base pay
on the number of repairs performed.

Finally, note that what matters in the selection of performance
measures, according to the principal-agent model, is not whether
the measure is an “output” (e.g., number of enrollees a job training
center placed in employment) or an “input” (e.g., the number of
hours a case worker works), but how risky the measure is and how
aligned it is with the organization’s objectives. Theoretically, any
piece of data generated by the agent is a candidate for use as a per-
formance measure.

Performance Incentives and the
Job Training Partnership Act

The Job Training Partnership Act (JTPA) created one of the largest
federal employment and training programs serving the economi-
cally disadvantaged.15 JTPA is distinguished from its predecessor
training programs and from most other federal bureaucracies by its
highly decentralized administrative structure and its set of finan-
cially backed performance incentives.

Some 640 JTPA training regions exist across the U.S. Congress
allocates an annual JTPA appropriation to the states based on their
shares of the national JTPA-eligible and unemployed populations
and their unemployment rates. Each state distributes its allocation
among its job training regions by a formula similar to the state allo-
cation formula. Within each substate region, a single administrative
agency manages the region’s budgetary appropriation. This agency
will be referred to as a training center or agency.

Congress, the Department of Labor, and state and local author-
ities share in designing and enforcing the program’s rules and in-
centive policies, and hence in the allocation of resources under
JTPA.16 While these entities have different motivations, in this
chapter they constitute the principal in the JTPA organization; the
training centers constitute the agents. The act delegates to the
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managers and case workers of the training center the business of en-
rolling, training, and finding employment for the program’s clients.
Training centers enjoy unusual (for government bureaucrats) dis-
cretion over how they perform their tasks.

JTPA is not an entitlement: the program funds job training for
only about 1 to 3 percent of the eligible population each year. Be-
cause many more persons meet the income test of eligibility than the
program can accommodate, training centers decide whom to enroll.
After accepting an applicant, training staff members orient him or
her to services that may include vocational classroom training to be-
come, for example, nursing assistants, office managers, computer
programmers, or security guards, on-the-job training, basic or re-
medial education, and job search assistance, which can include re-
sume writing and interviewing workshops as well as employment
referrals. Because federal rules do not limit the length, kind, or ex-
pense of training activities,17 the choice of such activities allows cen-
ters again to exert their preferences.

Performance Incentives

To motivate training centers to serve the program’s goals rather
than their private goals,18 the act makes a portion of their budgets
contingent on objective measures of performance. Each state pays
out budgetary awards to successful training agencies from a fund
equal to 6 percent of their annual appropriation. Some training cen-
ters have seen substantial incentive awards. For example, in 1986,
the most successful training center won the equivalent of almost 60
percent of its budget. Awards this high are unusual, however. In the
median training center that year, the award equaled 7 percent of the
budget.19

Even though the act requires training centers to use award
money to provide additional training, it places fewer restrictions on
the use of award monies than on budgetary monies. For example,
training centers may spend a larger fraction of their award on staff
compensation. Courty and Marschke (forthcoming) argue that
while these financial awards are often significant, career concerns,
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the desire for professional recognition, and political motivations
also make training center bureaucrats covet the award.

In contrast to the simple principal-agent model above, the
agent is an agency and the budgetary award is a function of the col-
lective effort of all bureaucrats in the agency. Unlike individual in-
centives, group incentives are subject to the classic free-riding
problem. By increasing his effort, any single bureaucrat in the center
raises not only his own award but also raises the award to all others.
Under group incentives, because he does not enjoy the full benefit of
his effort, he may exert too little effort. Ultimately, whether bud-
get-based awards mute incentives and the significance of the
free-riding problem must be resolved empirically.

The Department of Labor must find proxies for the effort and
activities of training centers that are aligned with the objectives of
JTPA’s stakeholders. These measures would likely be imperfect for
the same reason that share price is an imperfect indicator of mana-
gerial effort, yet they could still improve the performance of the
JTPA program. With varying degrees of success, DOL has tried sev-
eral alternatives.

Multiple goals. What are the goals or objectives of JTPA’s stake-
holders? For the purposes of the following discussion, let us take as
the stakeholders the nation’s citizens, as represented by the legisla-
tors that brought the act into existence. A reading of the act turns up
several potential goals of these legislators. The act directs training
centers to establish programs that help the economically disadvan-
taged and others “facing serious barriers to employment” to de-
velop skills that will enable them to obtain employment and
increase their earnings, reduce welfare dependency among the eli-
gible population, provide job training services equitably among the
eligible population, and “contribute to occupational development,
upward mobility, development of new careers, and overcoming
sex-stereotyping in occupations traditional for the other sex.” These
goals or tasks may be substitutes in the sense of the multitask
agency model above. For example, because not all eligibles may
benefit from training, a strategy of offering training services widely
and equitably may sometimes be inconsistent with producing the
greatest gains in skill development and earnings. The act does not
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offer any guidance as to how to resolve conflicts among different
objectives. It directs DOL to set performance measures only for the
program’s first goal — return on human capital investment (JTPA,
Section 106(a)).20

For the time being, let us assume that human capital invest-
ment is the program’s sole objective. This translates at the training
center level to maximizing the amount of human capital
value-added, net of training expenses. How might we measure hu-
man capital value-added? While an enrollee’s human capital stock
is not directly observable, any increase in human capital stock
should be reflected in labor market earnings. Thus, a measure of the
impact of job training on a single enrollee’s human capital is the
sum of her earnings from the beginning of her training into the fu-
ture, minus the sum of earnings over the same period had she not

experienced training.21 The total impact of job training over the
course of a fiscal year, say, would be the sum of earnings impacts of
the year’s individual enrollees minus their cost of training.22

The chief difficulty is that while the costs and earnings of pro-
gram enrollees may be measurable, their earnings had they not re-
ceived training — the counterfactual — are not directly measurable.
DOL’s response to this problem is to use earnings and employment
levels measured at or shortly after the conclusion of their training —
very different from measures of changes in enrollees’ earnings abil-
ity and employability. A measure of training cost is included only in
the first decade of JTPA.23 Evidence on the consequences of the mis-
alignment of JTPA’s performance measures with its goal is explored
below.

Nonlinear awards. One can imagine several ways to use perfor-
mance measures to reward training centers. A training center could
receive a lump sum bonus for each enrollee who finds employment
after training, for example. The JTPA incentive system differs from
this simple piece rate in two ways. First, the JTPA award is a nonlin-
ear function of the performance measures. Simply by meeting the
numerical standards corresponding to a set of performance mea-
sures, agencies win a substantial monetary award. Second, perfor-
mance outcomes are computed as the average outcome over all
enrollees terminated (that is, officially removed from the program’s
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rolls) over the course of the year. For example, until 1992 an impor-
tant performance measure in JTPA was the employment rate at ter-
mination. For fiscal year 1990, a training agency’s employment rate
at termination was computed as the fraction of enrollees who were
employed on the dates of their termination. If the training center’s
year-end employment rate at termination exceeded the standard for
that measure, the training center in a typical state would win an
award. While the award’s construction varies slightly from state to
state, typically the more standards the training center exceeds, the
greater its award. In addition, the awards have been independent
from year to year. The slate is wiped clean at the beginning of the
each year, and performance measurement begins anew.

Relative performance evaluation. DOL sets performance stan-
dards for a particular training center on the basis of the performance
of other training centers in the system. For example, in constructing
the employment rate standard, DOL initially sets the standard at the
25th percentile of performance among all training centers nation-
wide over the previous two years. While a training center’s stan-
dards are based on past performance, there is no ratchet problem,
because the standards are based on the past performance of over 600
training centers. Thus, no single center can appreciably lower its fu-
ture standards by suppressing performance.

Because training centers operate in widely different circum-
stances, simple comparisons among them are not always meaning-
ful. To address this, DOL adjusts the standards by the
characteristics of the labor market in which the training center oper-
ates, and by the characteristics of the training center’s enrollee pop-
ulation. The adjustment model uses multivariate regression
techniques and data on the recent performance of JTPA training
centers to estimate the relationship between characteristics of the
training center and the training center’s performance.24 These esti-
mated relationships are then used to adjust each training center’s
performance standards. The purpose of adjusting the standards for
the characteristics of persons enrolled is to limit the incentives for
agencies to choose enrollees based on their projected scores on per-
formance measures — that is, to cream skim. Adjusting the standard
by the characteristics of the local labor market levels the playing
field, so training centers operating in labor markets where job
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openings are scarce face standards that reflect the relative difficulty
of placing enrollees in jobs. The adjustment scheme turns the train-
ing center’s performance standard into an estimate of what an aver-
age training center in a similar labor market with a similar
population of enrollees has produced in the past. The performance
standard adjustment methodology recognizes the value of drawing
from available information on the bureaucrat’s environment to en-
hance the precision with which effort is measured.

The Effects of JTPA’s
Performance Incentives

The goal of JTPA is to exert long-run impacts in employment and
earnings, but DOL’s measures reflect employment and earnings
levels at or shortly after the end of training. Still, numerous studies
have attempted to test the validity of JTPA’s performance measures
by correlating them with earnings/employment gains (and some-
times the reduction in welfare recipiency) at the individual enrollee
level. The correlation studies use a variety of techniques to estimate
the earnings and employment counterfactual. Some use the em-
ployment histories of a comparison group composed of persons
who are observationally similar to the enrollees but who do not take
training. However, these comparison groups are probably different
in motivation and other unobserved ways that would bias earning
impact estimates. Others use estimates generated from several so-
cial experiments used to evaluate the effectiveness of selected gov-
ernment training programs, during which persons who apply and
are accepted into a training program are randomized into a treat-
ment and control group. Because the control and treatment groups
start out virtually identical, any difference in their earnings or em-
ployment experiences can arguably be attributed to the training.
These estimates are still imperfect, as the experimental subjects are
followed for only a few years following random assignment, and
control and treatment groups become dissimilar because members
of the treatment group drop out. (Readers interested in the issues of
estimating treatment effects can refer to an extensive literature; see
Ashenfelter, 1978: Lalonde, 1986; Heckman and Robb, 1985; and
Heckman, Lalonde, and Smith, 1999; among others.25)
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Several studies using data from various government job train-
ing programs that do not operate under a JTPA-style incentive sys-
tem correlate earnings impacts and performance outcomes at the
level of the enrollee. The Friedlander (1988) and Zornitsky, et al.
(1988) studies report that enrollees who are likely to produce high
scores on JTPA-style performance measures are also likely to gener-
ate high earnings and employment impacts. Gay and Borus (1980),
however, found that the correlation of the employment measure
and earnings impacts was sometimes negative.

Heckman and Smith (1995) estimated earnings impacts from
data produced by the DOL-commissioned National JTPA Study
(NJS). The NJS was an experimental study of the effectiveness of
JTPA involving 16 training centers in 16 states and conducted be-
tween 1987 and 1989. During the study, persons who were accepted
to the program were designated at random to a treatment group
and a control group. Persons in the treatment group were offered
the opportunity to enroll in JTPA and receive services. Persons in
the control group were embargoed from JTPA for eighteen
months.26 The study found at most a weak, positive relationship be-
tween the short-run employment-outcome based performance
measures and net earnings impacts — estimated earnings impacts
minus the costs of training. For some measures, in fact, performance
negatively correlated with net earnings impacts. Barnow (2000)
found weak correlations using the same data whether he consid-
ered performance measures or net performance — defined as the
performance measure minus the performance standard. (By sub-
tracting the standard from the measure, he more closely simulates
the actual incentive faced by the JTPA training center.)

To conclude, only the studies of programs where performance
is uncompensated show statistically significant correlation between
JTPA-style performance measures and impacts. The two JTPA stud-
ies show little or no statistical correlation. Indeed, these studies
show that the correlation sometimes has the wrong sign. The con-
trast in results between JTPA and the other programs is consistent
with Implication 11. While the techniques and data are different,
finding that the strongest correlations are in the non-JTPA pro-
grams suggests that when performance measures are compensated,
bureaucrats respond by finding the least-cost strategies of boosting
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these performance measures. As the next section reveals, these re-
sults provide indirect evidence that JTPA performance measures
are misaligned.

Why JTPA Performance Measures
Do Not Create the Right Incentives

Training center staff choose which applicants to enroll, how to
train the enrolled, and when to terminate them. Each of these
choices has consequences for the training center’s performance
score and award, but also for the benefits enrollees take away from
training.

Enrollment. Cream skimming — the use of the training center’s
considerable discretion to select enrollees on the basis of their ex-
pected effect on performance outcomes — is the core concern of
most of the analyses of JTPA’s incentive system. As noted above,
this system judges training centers on the basis of post-program em-
ployment and earnings levels, whereas the objective of training is
skill development. Such performance outcomes induce training
centers to choose persons with high permanent levels of labor mar-
ket success at the expense of persons who would most benefit from
training.

The incentive system’s critics also note the absence of perfor-
mance measures that reward the act’s non-earnings and employ-
ment goals. The principal omitted goal is the equitable provision of
services. Persons who are the most attractive to award-maximizing
training centers, may not be “worst-off” of eligible enrollees —
those with the least pre-training earnings, labor market experience,
and education.

Both of these concerns can be framed in terms of the
multitasking model. The first concern is about whether the incen-
tives lead training centers to make the enrollment choices that maxi-
mize enrollment impacts — that is, whether the performance
measure and the objective are aligned. The second concern is about
whether by setting the marginal return on the equitable provision of
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services to zero, the JTPA incentive system leads training centers to
neglect equity in their enrollment and training decisions.

The evidence that training centers choose enrollees based on
their expected effects on performance outcomes is, at best, mixed.
Anderson, Burkhauser, and Raymond (1993) examined the enroll-
ment patterns of training centers in Tennessee for evidence that
JTPA bureaucrats prefer persons who are likely to score high on a
single JTPA performance measure — the employment rate at termi-
nation. They find that some of the personal characteristics that pre-
dict high post-training employment rates are positively correlated
with the likelihood of enrollment. Nevertheless, it is impossible to
tell from their study whether this relationship represents bureau-
cratic screening behavior, the applicant’s decision whether to enroll,
or a combination of the two. They do not consider performance
measures other than the employment rate.

Cragg (1997) studied the effects of the variation in the construc-
tion of awards across states on enrollment and other decisions. The
act requires only that each state governor implement an incentive
scheme that rewards training centers that exceed their performance
standards. The act also requires that the governor reorganize any
training center that fails its performance standards two consecutive
years. (The reorganization may include replacing the training cen-
ter’s management.) The remaining particulars of the award’s con-
struction are up to the state governor.

Cragg contrasted the characteristics of a sample of about 200
JTPA enrollees distributed across the fifty states to a sample of JTPA
eligibles. He obtained both samples from the National Longitudinal
Survey on Youth (NLSY) data set. He hypothesized that in states
where the award was more attractive and challenging to obtain,
training centers would pursue high-aptitude eligibles more aggres-
sively. He used labor market experience as a measure of applicants’
aptitude. He considered four aspects of the state’s incentive poli-
cies: whether the state has a formal procedure for training agencies
to appeal a low award, the number of standards agencies must meet
to win an award, the number of standards agencies must meet to
avoid sanctions, and the size of agencies’ potential awards. He
found that only one of these has a statistically significant effect on
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the training center’s enrollment rule. He found that an absence of an
appeals procedure coincides with a preference for enrollees with
more labor market experience. The absence of an appeals procedure
means that the training center could not apply to have a low award
overturned for having experienced an unusually difficult year. This
is evidence of an incentive effect, Cragg argues, because training
center staff realize that whether they win an award will be deter-
mined solely by whether they attain their performance standards.
Because the eligible person’s decision to enroll is not likely to be in-
fluenced by whether the state he or she resides in allows appeals,
Cragg argues this is evidence of cream skimming and not a depic-
tion of the applicant’s decision.

Heckman and Smith (1995) investigated the cream-skimming
issue using data from four of the sixteen NJS training centers. At
these training centers, Heckman and Smith could identify who
among the accepted eventually enrolled in the program. They
found the transition from acceptance to enrollment was
non-random: blacks, persons with less than a high school education,
persons from poorer families, and those without recent employ-
ment experience are less likely to enroll conditional on application
and acceptance. Their evidence suggests that applicants who would
be anticipated to produce low performance measures are less likely
to enroll. Their evidence also suggests a selection process that some
would consider inequitable: blacks and the least educated and expe-
rienced are less likely than others in the applicant pool to enroll.
Nevertheless, as was the case with Anderson et al. and as the au-
thors acknowledge, some or all of the evidence may be due to
self-selection on the part of applicants.

Heckman, Smith, and Taber (1996) studied the determinants of
the enrollment decision at a single Texas training center, again us-
ing the NJS data. For this training center, they had data not only on
which persons were accepted into the program but also on who ap-
plied. The authors found that applicants with the lowest prospects
for employment after training were more likely to be accepted in the
program. They also found that the applicants with the greatest ex-
pected earnings gain were neither more nor less likely to be ac-
cepted. They argued that whether the applicant reaches the
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acceptance stage mostly reflects the preferences of training center
bureaucrats, not the preferences of applicants.

Thus, the evidence as to whether training center bureaucrats
express a preference for eligible persons who are most likely to pro-
duce high measures of performance is mixed. The best evidence that
such cream skimming occurs comes from Cragg and Heckman and
Smith. Likewise, the evidence that training center bureaucrats dis-
criminate against the most disadvantaged among the eligible is in-
conclusive. Finally, while the literature offers some evidence that
training centers are enrolling persons more likely to produce high
levels of performance measures, studies offer no evidence that
training centers are enrolling persons who are more likely to pro-
duce high earnings impacts (value-added).

Training selection. Researchers have also investigated the effects
of JTPA performance incentives on centers’ training choices. While
training choice has received less attention than the cream- skim-
ming issue, its study is motivated by similar concerns — that exist-
ing incentives encourage training centers to emphasize “quick
fixes” that have no long-term impact on enrollee skills.

Marschke (2000) studied the effects of two performance mea-
sure reforms on the training strategies of JTPA training centers. In
the early 1990s, DOL moved away from termination-based mea-
sures toward performance measured three months after termina-
tion. DOL also eliminated measures that rewarded training
agencies that kept the average cost of training an enrollee low. Both
reforms occurred in response to a growing perception that the train-
ing centers were relying heavily on job-placement-oriented services
at the expense of more intensive kinds of training. Many pol-
icymakers also felt that the typical JTPA training spell was too short
to be effective (average enrollment in the first decade of JTPA lasted
only about five months).

Marschke found that these performance reforms produced
mixed results. The switch to performance measurement three
months after training ends appeared to encourage agencies to offer
the kinds of intensive training that raise the long-term earnings abil-
ities of JTPA enrollees, but the impacts from this reform were offset
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by the elimination of the cost measure. Apparently the cost measure
had been discouraging training agencies from offering classroom
vocational training because it is one of the more expensive kinds of
training. After the cost measure was removed, training agencies of-
fered more classroom vocational training, but earnings impacts fell
because classroom vocational training produces the smallest earn-
ings impacts of the main kinds of training offered.27

In the context of the principal-agent model, rewarding the em-
ployment rate at termination measure, for example, was leading the
center to prescribe training activities that increased the training cen-
ter’s employment rate but reduced the earnings ability of JTPA en-
rollees. The employment rate at termination measure and earnings
impacts are misaligned. The cost measure, on the other hand, was
leading training centers to prescribe training that increased both
earnings impacts and the training center’s award. The cost measure
appears to be aligned.

Performance accounting. Using data from the NJS, Courty and
Marschke (2000) document how agencies delayed terminating un-
employed enrollees, even after their training concluded, because
unemployed enrollees who were terminated counted against the
training agencies in the first decade of JTPA. Thus, an agency usu-
ally arrived at the end of the fiscal year with an inventory of idle, un-
employed enrollees on its books. At the end of the year, the training
agency would then decide which fiscal year to terminate the unem-
ployed enrollees. If the center found itself either comfortably above
or hopelessly below its standard, it could enhance its odds of win-
ning an award in the next fiscal year without jeopardizing its award
in the current year by terminating most or all of its inventory. If the
training center found itself above but close to the standard, it could
increase its award in the present year by postponing termination
until the following year. Courty and Marschke found that by timing
performance measurement in this way training agencies boosted
their performance, and their awards, without providing
higher-quality services, or providing services more efficiently. In
addition, the authors found that this kind of gaming behavior con-
sumed program resources.
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Other features of these measures suggest other avenues for
gaming. Because the measures are based on averages instead of ag-
gregate outcomes, they may encourage training centers to enroll
too few enrollees. Training centers may enroll too few enrollees
and thus allow a higher level of per capita spending. This makes it
easier to beat the minimum per capita measure of performance
necessary to receive an award (Barnow, 1992; 2000). Enrolling a
smaller-than-efficient population may also be an optimal strategy
in areas where able applicants are scarce. Rather than enroll
less-able enrollees who lower per capita scores, training centers
may prefer to leave some of their budget unspent. While these re-
sponses seem possible, to my knowledge researchers have not in-
vestigated them.

Can Performance Incentives
Help in the Public Sector?

For the designers of incentives in government, agency models show
how the type of performance measures and the shape of the award
function (whether the compensation scheme is linear or nonlinear,
for example) matter. Noisy performance measures should receive
little weight in compensation schemes. Noisy performance mea-
sures can sometimes be made more effective when the performance
of similar workers can be compared. Where bureaucrats are ex-
pected to perform multiple tasks and some tasks are unmeasurable,
performance incentives should be kept to a minimum, as they in-
crease worker effort but at the cost of neglecting some tasks. Some-
times, however, tasks can be grouped into jobs by their
measurability. In that case, the principal can exploit the power of in-
centives by using performance pay for workers who perform the
measurable tasks.

Another implication of the model is that performance mea-
sures that are misaligned with the objectives of the organization
cause wasteful or dysfunctional behavior. We see this in JTPA. First,
we find this indirectly, as the correlation of JTPA’s performance
measures with the earnings and employment impacts deteriorates
after the performance measures become incentivized. Second, we
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find this directly, as case workers use their discretion over when en-
rollees are released to game their performance awards.

What does the history of JTPA’s performance incentives sug-
gest generally about the promise of incentives for making govern-
ment more efficient? First, government bureaucrats are indeed
motivated by financially backed performance incentives, even
when the award is not in the form of salary increases or bonuses.
This offers the hope that, if the incentives are properly designed, bu-
reaucrats can be motivated to work more efficiently. Second, incen-
tive designers may have difficulty finding measures of performance
that reflect the true productivity of bureaucrats. While we cannot
rule out that performance incentives in JTPA have increased that
program’s efficiency, it is apparent from the effects of recent re-
forms that DOL has had difficulty designing incentives.28 The evi-
dence suggests that the measures used so far are misaligned and
distortionary, making the JTPA incentive system subject to “the
folly of rewarding A while hoping for B.”29

In any case, evidence from the empirical side of the economics
incentive literature clearly shows that performance measures
backed by financial incentives are no cure-all for inefficiency and
mismanagement in the public sector. The private sector would ap-
pear to present an environment more conducive to the use of per-
formance incentives, as organizational objectives would seem less
complicated, more stable, and more clearly defined. Better mea-
sures of performance are also available in firms, which would
seem to possess fewer competing principals and objectives. In
firms, workers possess more discretion over how they conduct
their jobs. The principal-agent model implies that incentives have
a better chance of success under these circumstances. Even so,
compensation schemes that place a significant weight on out-
put-driven measures of performance are rare; workers are more
often paid a fixed salary or an hourly wage than a piece rate or
other kind of performance-based compensation. If perfor-
mance-based compensation is relatively uncommon in the private
sector, then public-sector opportunities to successfully apply such
compensation are also likely to be uncommon.
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1 This chapter samples only a portion of the (economic) theoretical literature on or-

ganizations. Readers interested in a more thorough survey of the literature should

see, for example, Milgrom and Roberts (1992) or Brickley, Smith, and

Zimmerman (1997).

2 In the economics literature, Dixit (1999) and Burgess and Metcalfe (1999b) survey

selected topics in the incentives literature that bear upon issues of governance in

the public sector, and also review some of the empirical evidence on performance

incentives in government.

3 A precise mathematical derivation of the model can be found in, for example,

Milgrom and Roberts.

4 Moreover, persons selecting into occupations by their ability to tolerate risk im-

plies that the owners of firms will be less risk-averse than firms’ workers.

5 The assumption that third parties can observe the performance measure makes

contracts written on it enforceable through the courts.

6 See Burgess and Metcalfe (1999a) for some evidence that performance pay is in-

deed more often seen in the private sector compared to the public sector in the U.K.

7 The implications that follow would hold to a greater or lesser extent under more re-

alistic sets of assumptions. With more general assumptions, however, the implica-

tions are richer. Indeed, the model has been extended in a number of interesting

ways, which for reasons of space, I do not treat here. One could assume, for exam-

ple, that workers would work even in the absence of performance pay. Workers

would work because “work is its own reward,” or perhaps because they know the

labor market will eventually learn about their productivity and reward it with

higher future pay (economist call these motivations “career concerns”). One could

assume the availability of alternatives to explicit incentive pay, such as the ability

to monitor agents. Monitoring activities are activities with the objective of verify-

ing that a certain task has been performed. Allowing principals in our model to

combine monitoring and incentive pay makes incentive pay more effective by re-

ducing the error with which effort is measured. In many work environments, it is

impossible to fully specify the nature of the task required of the worker in an ex-

plicit contract. In such environments, subjective performance evaluation by a

worker’s supervisor allows for a more nuanced and balanced appraisal of the

worker’s effort. Such evaluation — based on judgment and more qualitative and

flexible than explicit performance incentives — can be used to determine workers’

bonuses, raises, and promotions. Subjective evaluation is itself imperfect, because

it is based on measures that outside parties cannot verify. Consequently, supervi-

sors may distort their evaluations for private gain, or workers may attempt to influ-

ence their supervisor’s evaluations. See Brickley et al., Milgrom and Roberts, and

the references cited therein for fuller discussions of these extensions.

8 In the extreme case, if the agent like the principal is risk neutral, it is easily shown

that under the optimal contract the agent receives the full benefit of each unit of ef-

fort. In the firm-worker example, this is tantamount to selling the firm to the

worker. In the public sector case, this suggests privatization (Dixit).

9 A point made by Dixit, p. 5.

10 See Holmstrom and Milgrom (1987) for a formal statement of this result.
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11 See Milgrom and Roberts for a mathematical explanation of the ratchet effect.

12 Another way to set standards and avoid the ratchet problem is by conducting a

time-and-motion study.

13 Excellent surveys of this work can be found in Prendergast (1999) and Gibbons

(1998).

14 For formal statements of the multitasking model see Holmstrom and Milgrom

(1991) and Baker (1992).

15 In 2000, a new program created under the Workforce Investment Act (WIA) of

1998 supplanted JTPA. While many organizational details of WIA remain to be

worked out, the change appears to be an evolutionary one. WIA retains the decen-

tralized nature and the performance incentives of JTPA. Innovations include some

streamlining of services and a role for vouchers, giving WIA enrollees new discre-

tion over what sorts of training they receive and from whom they receive it.

16 For a discussion of how these entities share authority in JTPA, see Heinrich,

Marschke, and Smith in Performance Standards in a Government Bureaucracy:

Analytic Essays on the JTPA Performance Standards Systems, Heckman, ed.

(book will appear in 2002).

17 The one significant exception: agencies were not allowed to subsidize a client’s

on-the-job training for more than 6 months at a time.

18 Westat, Inc (1985) and Walker et al. (1984; 1985) document some of the non-train-

ing objectives of training centers and the influence of area politics on training deci-

sions.

19 These figures are based on data collected by SRI International and Berkeley

Planning Associates, described in Dickinson et al. (1988). The JTPA funds are al-

located among three purposes: 78 percent of a state’s allocation is set aside for

training services (and allocated to training centers), 6 percent is set aside for the in-

centive system, and the remaining 16 percent is retained by the state for adminis-

trative and other expenses. Thus, the award money distributed is 7.1 percent of the

budget for training services (6/(78+6)), if one assumes that all award funds are

eventually disbursed to the training centers. The actual figure has typically been a

little less than 7.1 percent because states use some of the award fund to administer

the incentive system.

20 States are allowed to implement additional performance measures of their own

construction, and many do. Some state-defined measures are designed to meet the

other objectives enumerated in the act.

21 These earning streams would be appropriately discounted.

22 A weighting scheme could be used if the legislators were not indifferent about who

among the enrollees gained. For example, a weighting scheme could attribute a

higher weight to impacts enjoyed by the most disadvantaged.

23 Most other measures that could be used to capture the long-term gains or impacts

have drawbacks. One possible measure is the difference between earnings before

and after training. However, research shows that persons who apply for programs

experience a rebound in their earnings, even if they do not receive any training

(Heckman and Smith, 1995). Another way to improve the types of measures JTPA

has used is to lengthen the period over which employment outcomes are measured.

Lengthy tracking periods are expensive, however.

24 See Barnow (2000) for a description and analysis of these techniques.
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5

Implementing GPRA:

Progress and Challenges

J. Christopher Mihm

The federal government is now moving to a more difficult but
more important phase in implementing the Government Per-
formance and Results Act of 1993 (GPRA). Federal agencies

have issued performance reports for fiscal years 1999 and 2000,
showing the degree they met their goals and developed actions,
plans, and schedules to address unmet goals. The issuance of these
reports, in addition to agencies’ updated strategic plans, annual
performance plans, and the governmentwide performance plans,
completes two full planning and reporting cycles under GPRA. The
federal government is thus at a key juncture in examining the status
of GPRA and the use of results-oriented performance information
as a routine part of agencies’ day-to-day management and congres-
sional and executive branch decisionmaking.

Such an examination is important to ensure that GPRA plan-
ning and reporting do not become merely an annual paperwork ex-
ercise unrelated to the real work of agencies and the Congress.
GPRA should be a foundation for congressional oversight, helping
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the Congress to maximize the performance and ensure the account-
ability of the federal government for the benefit of the American
people. GPRA should also provide a management framework for
agencies to set goals, measure progress toward those goals, deploy
strategies and resources — such as human capital — to achieve
them, and, ultimately, use performance information to make the
programmatic decisions necessary to improve performance. How-
ever, much work remains before GPRA is effectively implemented
across the government, including transforming agencies’ organiza-
tional cultures to improve decisionmaking and strengthen perfor-
mance and accountability.

As the country moves further into the 21st century, it becomes
increasingly important for the Congress and executive agencies to
face two overriding questions:

� What is the proper role for the federal government?

� How should the federal government do business?

GPRA serves as a bridge between these two questions by link-
ing results that the federal government seeks to achieve to the pro-
gram approaches and resources that are necessary to achieve those
results. The performance information produced by GPRA’s plan-
ning and reporting infrastructure can help build a government that
is better equipped to deliver economical, efficient, and effective pro-
grams that can help address the challenges facing the federal gov-
ernment.1 Among the major challenges are:

� Instilling a results orientation.

� Ensuring that daily operations contribute to results.

� Coordinating crosscutting programs.

� Understanding the performance consequences of bud-
get decisions.

� Building the capacity to gather and use performance in-
formation.
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Instilling a Results Orientation

The cornerstone of federal efforts to fulfill current and emerging
public demands is to develop a clear sense of the results an agency
wants to achieve, as opposed to the products and services (outputs)
it produces and the processes it uses to produce them. Adopting a
results orientation requires a cultural transformation for many
agencies, as it entails new ways of thinking and doing business. This
transformation is not an easy one and requires investments of time
and resources as well as sustained leadership commitment and at-
tention.

Based on the results of GAO’s governmentwide survey in 2000
of managers at 28 federal agencies,2 many agencies face significant
challenges in instilling a results orientation throughout the agency.
For example, at 26 agencies, fewer than half of the managers per-
ceived, to at least a great extent, that employees received positive rec-
ognition for helping the agency accomplish its strategic goals. At 22
agencies, at least half of the managers reported that they were held
accountable for the results of their programs to at least a great extent;
however, at only 1 agency did more than half of the managers report
that they had the decision making authority they needed to help the
agency accomplish its strategic goals to a comparable extent.

Additionally, in 2000, significantly more managers overall (84
percent) reported having performance measures for the programs
they were involved with, compared to the 76 percent who reported
that in 1997, when GAO first surveyed federal managers regarding
governmentwide implementation of GPRA. However, at no more
than 7 of the 28 agencies did 50 percent or more of the managers re-
spond that they used performance information to a great or very great
extent for any of the key management activities GAO asked about.3

Strong support and sustained commitment by top leadership is
essential if GPRA is to fulfill its potential. In responding to GAO’s
2000 governmentwide survey of federal managers, only 53 percent
of federal managers reported, to a great or very great extent, that
their agencies’ top leadership demonstrated strong commitment to
achieving results.4
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To build leaders’ commitment and help ensure that managing
for results becomes the standard way of doing business, some agen-
cies are using performance agreements to define accountability for
specific goals, monitor progress, and evaluate results. Performance
agreements ensure that day-to-day activities are targeted squarely
at achieving results, and that the proper mix of program strategies
and budget and human capital resources are in place to meet orga-
nizational goals.

The Congress has recognized the role that performance agree-
ments can play in holding organizations and executives account-
able for results. For example, in 1998, the Congress chartered the
Office of Student Financial Assistance as a performance-based orga-
nization and required it to implement performance agreements.

GAO has identified five common emerging benefits from the
use of results-oriented performance agreements.5 Such agreements:

� Strengthen alignment of results-oriented goals with
daily operations.

� Foster collaboration across organizational boundaries.

� Enhance opportunities to discuss and routinely use per-
formance information to make program improvements.

� Provide a results-oriented basis for individual account-
ability.

� Maintain continuity of program goals during leader-
ship transitions.

Ensuring that Daily Operations

Contribute to Results

GPRA is showing itself to be an important tool in helping the Con-
gress and the executive branch understand how the agencies’ daily
activities contribute to results that benefit the American people.
Such understandings are by no means easy or straightforward, es-
pecially since virtually all the results that agencies hope to achieve
must be accomplished through the coordinated efforts of several
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players. The challenge for each agency is to understand how it can
best influence the desired results. Agencies that do not have a clear
understanding of the ways in which what they do now contributes
to results are hard pressed to determine how to improve perfor-
mance. Specifying clearly in performance plans how strategies will
achieve results also enables the Congress and managers to deter-
mine the right mix of strategies and to maximize performance while
limiting costs.

The Department of Transportation’s performance report for
fiscal year 1999 shows how knowledge of the factors that affect re-
sults is key to designing improvement strategies. Transportation
did not achieve its fiscal year 1999 goal concerning recreational
boating fatalities. In its 1999 performance report, Transportation
notes that most recreational boating fatalities are the result of acci-
dents involving factors under the operator’s control, and that boat-
ers tend not to wear life jackets, although doing so would vastly
improve their chances of surviving accidents. To achieve this goal,
Transportation’s strategy now includes boater education and re-
search on life jackets to promote greater use.

GPRA, with its explicit focus on program results, can serve as a
tool for examining the programmatic implications of an agency’s
strategic human capital management challenges. Attention to stra-
tegic human capital management is important because building
agency employees’ skills, knowledge, and individual performance
must be a cornerstone of any serious effort to maximize the perfor-
mance and ensure the accountability of the federal government.
However, GAO reported in April 2001 that, overall, agencies’ fiscal
year 2001 performance plans reflected different levels of attention to
strategic human capital issues.6 When viewed collectively, GAO
found that there is a need to increase the breadth, depth, and speci-
ficity of many related human capital goals and strategies and to
better link them to the agencies’ strategic and programmatic plan-
ning. Very few of the agencies’ plans addressed:

� Succession planning to ensure reasonable continuity of
leadership.
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� Performance agreements to align leaders’ performance
expectations with the agency’s mission and goals.

� Competitive compensation systems to help the agency
attract, motivate, retain, and reward the people it needs.

� Workforce deployment to support the agency’s goals
and strategies.

� Performance management systems, including pay and
other meaningful incentives, to link performance to re-
sults.

� Alignment of performance expectations with compe-
tencies to steer the workforce towards effectively pursu-
ing the agency’s goals and strategies.

� Employee and labor relations grounded in a mutual ef-
fort on the strategies to achieve the agency’s goals and
to resolve problems and conflicts fairly and effectively.

In a recent report, GAO concluded that a substantial portion of
the federal workforce will become eligible to retire or will retire over
the next 5 years, and that workforce planning is critical for assuring
that agencies have sufficient and appropriate staff considering these
expected increases in retirements.7 Actions taken by the administra-
tion indicate growing interest in working with agencies to ensure
that agencies have the human capital capabilities needed to achieve
their strategic goals and accomplish their missions. For example, the
administration requested agencies to submit workforce analyses to
address areas such as the skills of the workforce necessary to accom-
plish the agency’s goals and objectives and the expected skill imbal-
ances due to retirements over the next 5 years.

Coordinating Crosscutting Programs

Virtually all of the results that the federal government strives to
achieve require the concerted and coordinated efforts of two or more
agencies. Crosscutting program areas that are not effectively coordi-
nated waste scarce resources, confuse and frustrate taxpayers and
program beneficiaries, and limit overall program effectiveness.8
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GAO’s work in over 40 program areas has repeatedly shown that
mission fragmentation and program overlap are widespread and
that crosscutting federal efforts are not well coordinated. For exam-
ple, GAO reported on 50 programs administered by 8 federal agen-
cies that serve the homeless: 23 programs operated by 4 agencies
provide housing services and 26 programs administered by 6 agen-
cies offer food and nutrition services.9

GPRA offers a structured and governmentwide means for ra-
tionalizing these crosscutting efforts. The strategic, annual, and
governmentwide performance planning processes under GPRA
provide opportunities for agencies to work together to ensure that
agency goals for crosscutting programs complement those of other
agencies; program strategies are mutually reinforcing; and, as ap-
propriate, common performance measures are used. If GPRA is ef-
fectively implemented, both the governmentwide performance
plan and agencies’ annual performance plans and performance re-
ports should provide the Congress with new information on agen-
cies and programs addressing similar results. Once these programs
are identified, the Congress can then consider the associated policy,
management, and performance implications of crosscutting pro-
grams as part of its oversight of the executive branch.

Understanding the Performance

Consequences of Budget Decisions

A key GPRA objective is to help the Congress and executive agen-
cies develop a clearer understanding of what is being achieved in
relation to what is being spent. Linking planned performance with
budget requests and financial reports is an essential step in building
a culture of performance management. Toward this end, GPRA re-
quires that annual performance plans link performance goals to the
program activities in agencies’ budget requests.10 Such an align-
ment infuses performance concerns into budgetary deliberations,
prompting agencies to reassess their performance goals and strate-
gies and to more clearly understand the cost of performance.

GAO has found that agencies are making progress in develop-
ing useful links between their annual budget requests and
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performance plans, observing that performance planning cycles for
fiscal years 1999 and 2000 produced useful experiments in “con-
necting resources to results.”11 Collectively, the actions by many
agencies could be seen as a baseline from which to assess future
progress. Consistent with other aspects of GPRA implementation,
the fiscal year 2001 performance plans showed continued improve-
ment in this area as well.

Agencies have developed a variety of approaches and tech-
niques to show the relationship between budgetary resources and
performance goals, thereby making performance plans more rele-
vant for budget decisionmaking. For example, the Environmental
Protection Agency and the Nuclear Regulatory Commission re-
vised their budgets’ program activity structures to reflect their
plans’ strategic goals and supporting performance goals. The Inter-
nal Revenue Service and the Federal Bureau of Investigation fully
integrated their performance plans with their budget requests pro-
ducing a single submission. And several administrations within the
Department of Health and Human Services and the Department of
Housing and Urban Development developed summary crosswalks
that consolidated or aggregated funding from separate budget ac-
counts and program activities and related this information to strate-
gic objectives or discrete performance goals.

Building the Capacity to Gather and

Use Performance Information

Agencies need reliable information during their planning efforts to
set realistic goals and later, as programs are being implemented, to
gauge their progress toward achieving those goals. Over the past
several years, GAO has identified limitations in agencies’ ability to
produce credible information on program performance and cost, as
well as approaches to improving these data.12 The limitations are
substantial and long-standing, and they will not be quickly or easily
resolved. GAO has found in its assessments of performance plans
that agencies had limited confidence in the credibility of their per-
formance information. This limited confidence is one of the single
greatest weaknesses in GPRA implementation.
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One challenge confronting agencies in obtaining timely and re-
liable results-oriented performance information is their depend-
ence on state and local agencies to provide data. The federal
government provides services in many areas through the state and
local level, thus both program management and accountability re-
sponsibilities often rest with the state and local governments.13 In
an intergovernmental environment, agencies are challenged to col-
lect accurate, timely, and consistent national performance data.

To address this challenge, GAO has noted that agencies can use
their GPRA planning and reporting documents to discuss how they
will compensate for unavailable or low-quality data. For example,
earlier this spring, the Environmental Protection Agency identified,
in its fiscal year 2000 performance report, data limitations in its Safe
Drinking Water Information System. The agency reported that
these limitations were due to recurring reports of discrepancies be-
tween national and state databases, as well as specific misidentifica-
tions reported by individual utilities. Discussing data credibility in
performance reports can provide important contextual information
to the Congress. Members of Congress can use such discussions to
raise questions about problems in collecting results-oriented perfor-
mance information and the trade-offs in cost and quality associated
with various data collection strategies.

Strengthening GPRA

In the four years since federal agencies began implementing GPRA,
the act has produced new and valuable information on the plans,
goals, and strategies of federal agencies. As the Congress expected
in crafting the legislation, each successive cycle of annual perfor-
mance planning has seen improvements over prior years’ efforts.
Congressional and executive branch decisionmakers are using the
information to an even greater extent, and the issuance of agencies’
annual performance reports each March represents a substantive
stage in implementing GPRA. These reports give decisionmakers
the opportunity to assess federal agencies’ actual performance for a
specific fiscal year and to consider the steps needed to improve per-
formance and reduce costs in the future.
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GPRA clearly has the potential to help the Congress and the ex-
ecutive branch ensure that the federal government provides the re-
sults that the American people expect and deserve. The planning
and reporting efforts under GPRA to date are generating new and
important information that had not been available in the past — in-
formation that congressional and executive branch decision makers
can use to help assess what government should do in the 21st cen-
tury and how it should do it. However, more needs to be done be-
fore GPRA’s potential benefit is realized.
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Restoring Government Integrity Through

Performance, Results,

and Accountability

Virginia L. Thomas

Opinion polls consistently show low levels of public trust and
confidence in the federal government. These low expecta-
tions of federal performance reflect the widespread belief

that Washington is wasting a high proportion of the tax dollars
Americans pay each year. In 1998, a survey conducted by the Wash-
ington-based Pew Research Center found that 64 percent of Ameri-
cans view the government — with a burgeoning budget of $1.8
trillion — as “inefficient and wasteful,” while only 48 percent be-
lieve that it is “run for the benefit of all people.”1 It is understand-
able that taxpayers expect the federal government to use their
money wisely, minimizing waste, inefficiency, and mismanage-
ment. Yet Washington seems to have set its course on automatic pi-
lot. It continues to create new programs and new spending without
regard for how well current programs are doing. Few federal agen-
cies consistently document what their programs are accomplishing
to provide Congress and the American public with credible and ob-
jective evaluations of their performance.
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The 103rd Congress sought to correct this problem when it
passed — and President Bill Clinton signed — the Government Per-
formance and Results Act in 1993. This law has become the centerpiece
of a new effort in Congress and in the Bush Administration to make
federal program management, decisionmaking, and accountability
even more performance-based. Efforts to truly “reinvent” the way
Washington works will require a nonpartisan framework for imple-
menting common sense government reforms. Congress and the Ad-
ministration will need credible performance information, objective
program evaluations, and other sound reviews of existing federal pro-
grams before they can make the sorts of changes that are needed to im-
prove federal performance and regain the confidence of the American
people.

Why Performance Measures

Are Important

The Government Performance and Results Act (P.L. 103-62) was
signed into law on August 3, 1993. It requires federal agencies to es-
tablish clear goals that matter to taxpayers and to report annually on
their progress in meeting those goals. The bill’s passage meant that,
for the first time, federal agencies would have to prepare multi-year
strategic plans, annual performance plans with outcome measures
(rather than process-oriented measures) of existing programs, and
annual performance reports for Congress.

The act’s power lies in its focus on measuring the effectiveness
of all existing federal programs and providing Congress with that
information in order to determine whether the agencies are achiev-
ing the intended results. As Senator Ted Stevens (R-AK) explained
at a hearing in June 1997:

If properly implemented, the Results Act will assist Congress in

identifying and eliminating duplicative or ineffective programs.

We intend to monitor compliance with the Results Act at every

step of the way to ensure that agencies are providing us with the

information necessary to do our job, spending the taxpayers’

money more wisely.
2
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Americans will benefit from such a bottom-up review of exist-
ing programs. Although the federal government should use every
dollar it truly needs, the current approach is to pile new laws, regu-
lations, and federal spending priorities on old ones without regard
to effectiveness or mission overlap. As a result, the size, cost, ineffi-
ciency, and scope of the federal government continues to grow re-
lentlessly.

For example, the growing federal entitlements consume ap-
proximately 52.7 percent of the federal budget today, compared
with 26.1 percent in 1962. Although all federal spending has in-
creased, the percentage of funding for the discretionary portions of
the budget has decreased: While 67.5 percent of the budget was
spent on discretionary accounts in 1962, the latest figures show dis-
cretionary spending consuming less than 34 percent — a significant
squeeze that is redistributing Washington’s escalating resources.
Meanwhile, interest on the national debt during this same time pe-
riod has increased from 6.4 percent to 13.5 percent ($220 trillion in
1999).3

Having access to reliable performance information is the first
step in any effort to reform the government by eliminating costly
waste, duplication, and error. Programs that do not work or that are
redundant should be terminated, streamlined, or consolidated, and
programs that could be run more efficiently by the private sector
should be privatized.

The Results Act’s effectiveness will depend on the willingness of
Congress to engage agency officials in regular dialogue, to ask re-
sults-oriented questions at meetings or hearings, and to include the
information on performance they gain from these interactions in their
decisions about reauthorization, appropriations, and oversight. But
even with the requirements of the Results Act, Congress may still
need to demand that federal agencies provide credible, accurate, and
objective information on their performance. If need be, it should seek
assistance from agency inspectors general (IGs), the U.S. General Ac-
counting Office (GAO), the Congressional Research Service (CRS),
other external auditors, and its own investigators.
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Congress’s Increasing Focus

on Performance

Congress has begun to use the performance information already pro-
vided by agencies since the Results Act was enacted in its decisions on
funding, oversight, and reauthorization. However, this has occurred
largely outside of media scrutiny and represents the beginning of a
quiet but fundamental change in the way Washington works.

For example:

� A December 1998 CRS report showed an increased use
of performance measures, particularly by appropriators
during the 104th and 105th Congresses. During the
105th Congress, the CRS found 45 public laws and 78 re-
ports accompanying bills that referenced performance
measures or the Results Act. This compared with 14
public laws and 27 reports during the 104th Congress.4

� In June 2000, the Senate Appropriations Committee
published a Special Report on the Results Act that pres-
ented the findings of an evaluation of major agency
compliance with the act and implications for the appro-
priations process.

� On March 10, 1999, Representative Dan Burton (R-IN),
chairman of the House Government Oversight Com-
mittee, and Representative C. W. “Bill” Young (R-FL),
chairman of the House Appropriations Committee,
wrote to the 24 agencies covered by the Chief Financial
Officers Act, threatening to cut their funds if they did
not improve agency performance, particularly on major
management problems.5

� On March 31, 2000, Senator Fred Thompson (R-TN),
chairman of the Senate Governmental Affairs Commit-
tee, asked the GAO, the CRS, and the agency inspectors
general to review key policy objectives of the same 24
federal agencies to assess their performance with results
that matter to the American people. For the first time in
the Results Act’s history, this comprehensive request
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will focus agencies and Congress on the government’s
policies rather than on technical compliance or pro-
cess-oriented goals.6

� Since 1997, to assist in its efforts to hold federal agencies
accountable, Congress has asked the GAO to produce
over 200 reports, testimony, or products related to the
Results Act.

Excessive Program Overlap

Assessing the federal government’s performance results has been
made difficult by the sheer complexity of the federal government.
As the box on the next page shows, duplication and fragmentation
abound among federal agencies and programs, at great cost to the
taxpayer.

As the GAO reports show, dozens of programs in various
agencies may be directed at the same problem. As former Comptrol-
ler General Charles Bowsher stated in testimony before the Senate
Governmental Affairs Committee in 1995:

The case for reorganizing the federal government is an easy one

to make. Many departments and agencies were created in a dif-

ferent time and in response to problems very different from to-

day’s. Many have accumulated responsibilities beyond their

original purposes. As new challenges arose or new needs were

identified, new programs and responsibilities were added to de-

partments and agencies with insufficient regard to their effects

on the overall delivery of services to the public.
7

David Walker, the current Comptroller General, reiterated the
problems of duplication and fragmentation in recent testimony be-
fore the Senate Budget Committee:

Virtually all of the results that the federal government strives to

achieve require the concerted and coordinated efforts of two or

more federal agencies. Yet our work has repeatedly shown that

mission fragmentation and program overlap are widespread and

that crosscutting federal program efforts are not well
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GAO Reports Show Extensive Program Duplica-

tion and Overlap

Education: 788 federal education programs in 40 agencies cost $100 billion
annual (GAO/T-HEHS-98-46). There are over 90 early childhood educa-
tion programs in 11 agencies and 20 offices (GAO/HEHS-95-4FS).

Troubled Youth: 117 federal programs for at-risk youth in 15 agencies cost
$4.4 billion annually (GAO/T-HEHS-98-38).

Economic Development: Little coordination exists among 342 economic
development programs managed by 13 agencies (GAO/RCED-96-103).

Food Safety: The Food and Drug Administration and 11 other federal
agencies administer over 35 different laws to oversee food safety
(GAO/RCED-98-224).

Water: 17 programs in eight federal agencies administer rural water and
wastewater programs (GAO/RCED-95-85FS).

Job Training: 163 programs administered by 15 different federal agencies
cost about $20 billion annually (GAO/HEHS-95-85FS).

Terrorism: More than 40 federal agencies are involved in combating terror-
ism, spending $6.5 billion on unclassified activities in 1998
(GAO/T-NSIAD-98-164).

Drug Prevention: 70 federal programs in 57 different departments and of-
fices fight the “war on drugs” at a cost of $16 billion a year
(GAO/T-GGD-97-97).

Research: 17 federal departments and agencies operate 515 research and
development laboratories (GAO/RCED/NSIAD-96-78R).

Statistics Gathering: 70 federal agencies collect statistics at a cost of $1.2
billion a year (GAO/T-GGD-97-78).

Exports: 10 agencies are involved with export promotion at a cost of $1.9
billion a year (GAO/NSIAD-00-119).

Services to the Homeless: 50 federal programs administered by eight fed-
eral agencies provide services to homeless people; 16 of these programs
spend $1.2 billion per year (GAO/RCED-99-49).



coordinated. In program area after program area, we have found

that unfocused and uncoordinated crosscutting programs waste

scarce resources, confuse and frustrate taxpayers and program

beneficiaries, and limit overall program effectiveness.
8

Walker cited a number of familiar examples, such as the 13 dif-
ferent federal agencies that administer over 35 different food safety
laws and the eight agencies that administer 17 different programs
dealing with rural water and wastewater systems.9 Other examples
noted by the GAO include 50 programs for the homeless adminis-
tered by eight agencies10 and hundreds of programs aimed at
low-income urban communities. Regarding the urban programs,
the GAO reported in 1995 that:

The federal government assists distressed urban communities

and their residents through a complex system involving at least

12 federal departments and agencies. Together, these agencies

administer hundreds of programs in the areas of housing, eco-

nomic development, and social services. For example, we re-

ported that there are at least 154 employment and training

assistance programs, 59 programs that could be used for pre-

venting substance abuse, and over 90 early childhood develop-

ment programs. Considered individually, many of these

categorical programs make sense. But together, they often work

against the purposes for which they were established, according

to the National Performance Review report.
11

Persistent Program Obsolescence

In addition to the problem of overlapping missions, many federal
agencies and programs have become obsolete, are demonstrably in-
effective, or otherwise are of dubious value to the public. In connec-
tion with its testimony before the Senate Budget Committee in
November 1999, the GAO submitted a list of 61 such programs.12

Some examples are listed in the box on the next page.

As the GAO indicates, these federal services are representative
of many other problems, including:
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Government Performance Challenges
1

Federal Services that Could Be Better Provided by the Private Sector:

The Power Marketing Administration, which cost $1.5 billion to operate be-
tween 1992 and 1996, provide only a small percentage of the total power
consumed within a state; the program should be reassessed in light of the
restructured and increasingly competitive electricity industry.

The Market Access Program subsidizes the promotion of U.S. agricultural
products in overseas markets.

The Rural Utilities Service (RUS) electricity loan program has had signifi-
cant financial problems. Since 1994, the RUS has written off debt of more
than $2 billion, and it is now writing off an additional $3 billion.

Cargo preference laws increased the federal government’s transportation
costs by an estimated $578 million per year between 1989 and 1993, and
continue to affect those costs today.

Federal Subsidies that Are Not Needed or Poorly Targeted:

Under the Community Development Block Grant formula, Greenwich,
Connecticut, received five times more funding per person in poverty in
1995 that Camden, New Jersey, even though per capita income in Green-
wich is six times greater than in Camden.

The National Flood Insurance Program has lost about $2 billion from 36
percent of its claims, which are repetitive loss properties.

The tax treatment of health insurance, amounting to $70 billion in exemp-
tions in 1999, means that workers have little incentive to economize on con-
suming health insurance.

The Mining Law of 1872 allows holders of economically minable claims on
federal land to obtain all the rights and interests by patenting claims for
$2.50 or $5.00 an acre, well below market value.

The Medicare+Choice program was created with a forecasting error that
continues to cost millions in excess payments to health plans participating
in Medicare. The Health Care Financing Administration (HCFA) cannot fix
this situation without a statutory change.

1. U.S. General Accounting Office, Budget Issues: Effective Oversight and Budget

Discipline Are Essential — Even in a Time of Surplus, GAO/T-AIMD-00-73,
February 1, 2000, pp. 4-15.



� Programs or services that could better be provided by
the private sector;

� Outdated services or poorly designed federal subsidies;

� Federal facilities that are outmoded or ineffective; or

� Major federal investments that are not cost-effective.

Unnecessary Pork-Barrel Spending

Another common source of government waste is the pork-barrel
programs and projects that spend taxpayer dollars to benefit a few
special interests or small groups of people. Citizens Against Gov-
ernment Waste (CAGW) estimates that the appropriation bills en-
acted for FY 2000 contained over $17.7 billion in pork-barrel
spending, a 47 percent increase over FY 1999. Since 1991, CAGW
has identified a total of $100 billion in such federal spending, some
examples of which are listed the box on the next page.13

Waste, Fraud, and Mismanagement

For all the criticism it receives, pork-barrel spending represents the
legal use of taxpayer funds that have been duly appropriated for the
purposes stated. But millions of federal tax dollars are lost because
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Federal Facilities that Are Outmoded or Ineffective:

The Department of Defense spent 58 percent of its budget in 1998 on infra-
structure requirements such as the upkeep of unnecessary and excess
buildings.

Veterans’ health care delivery locations could be consolidated to achieve a
savings of at least $132 million.

The Department of State has no system in place for “rightsizing” posts as
overseas missions change.

The Department of Energy’s science budgets are spent increasingly on
maintenance of obsolete and inappropriate infrastructure rather than on in-
novative research and development.
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Examples of Federal Pork-Barrel Spending in

FY 2000
1

Shrimp Aquaculture Research: $3.3 million for a program in Arizona, Ha-
waii, Massachusetts, Mississippi, and South Carolina that U.S. Department
of Agriculture officials estimated would be completed in 1987. Since 1985,
$45 million has been appropriated for this research.

Franklin Delano Roosevelt Memorial: An addition $3 million to expand
the Roosevelt Memorial even though the House reminded the National
Park Service that private fundraising efforts fell short of projections and
that the expansion should not be done at taxpayer expense.

Columbus Port-of-Entry Realignment: $1 million appropriated even
though the New Mexico Secretary of Transportation tried to reject this
funding because the state would be liable for 25 percent of the cost of an un-
necessary project.

Rural Health, Safety, and Security Institute at Mississippi Valley State
University: A $2.5 million earmark added to the Labor/Health and Human
Services/Education appropriations bill.

Los Angeles County Museum of Natural History: A $1 million earmark for
a “Discovering the Tiniest Giants” exhibit on the newly discovered dino-
saur eggs from Argentina.

Cayuga County Regional Application Center (for upstate New York): A
$10 million project for Earth Science included in the Veterans Af-
fairs/Housing and Urban Development appropriations bill.

Denali Commission: $27 million for federal economic development aid to
Alaska, which already receives $636 per capita in federal aid. The national
average is $25.92 per capita.

1. Citizens against Government Waste, 2000 Congressional Pig Book Summary, March
2000, pp. 3, 11, 16, 25, 28, 30, 34, 40, 44, and 51.
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Table 1
Waste Found by the Senate Governmental Affairs Committee

GAO or Agency Inspector General (IG) Report

Waste in Millions

of Dollars

Agriculture
Food Stamp Program overpayments for FY 1998 (GAO/AIMD-00-10) $1,425

Improper research expenditures (IG letter, 11/29/99) $6.5

Commerce
National Technical Information Service, cumulative losses FY 1995-1998 (IG letter, 12/13/99) $4.8

Amount the National Oceanic and Atmospheric Administration spends annually on in-house
aircraft above comparable private-sector costs (IG letter, 12/13/99)

$1.9

Defense

$11 billion in unneeded inventory; the U.S. Navy wrote off $3 billion of inventory as lost in
transit (GAO/T-NSIAD-99-83)

$14,000

New inventory ordered in excess of current needs (GAO/T-NSIAD-99-83) $1,500

Potential annual fraud and abuse in TRICARE, the military health care program
(GAO/HEHS-99-142)

$500

Between FY 1994 and FY 1998, $984 million erroneously paid to contractors that they volun-
tarily repaid (GAO/AIMD-00-10)

$984

Education
In FY 1997, more than $3.3 billion was paid to make good the Department’s guarantee on de-
faulted student loans (GAO/OCG-99-5)

$3,300

Estimated Pell Grant overpayment in 1995. 1996 caused by underreporting of income (IG re-
port can: 11-50001, 1/97)

$177

Energy In 1980-1996, 31 major systems acquisition projects were terminated after expenditures of
over $10 billion (GAO/OCG-99-6)

$10,000

Health and
Human Services

Estimate of Medicare fee-for-service overpayments for FY 1998 (IG letter, 12/7/99) $12,600

Improper Medicare payments in 1998 for rehabilitation services (IG letter, 12/7/99) $1,000
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Table 1 (Continued)
Waste Found by the Senate Governmental Affairs Committee

GAO or Agency Inspector General (IG) Report

Waste in Millions

of Dollars

Housing and
Urban
Development

Erroneous rent subsidy payments estimated to be $857 million in FY 1998, or about 5 percent
of all payments (IG report 99-FO-177-0003)

$857

Revenues lost as a result of changes in irrigation assistance repayment policies (IG letter,
12/1/99)

$1,200

Interior

Amount by which fluid mineral royalties may have been underpaid (IG letter, 12/1/99) $43

Losses indentified in various IG reviews based on fees that agency failed to collect or mis-
used (IG letter, 12/1/99)

$25.8

Losses on land exchanges that did not comply with applicable requirements (IG letter,
12/1/99)

$18.2

NASA Cumulative cost overruns on the international Space Station (IG letter, 12/1/99) $708

Office of
Personnel
Management

Cost of 1 percent premium surcharge paid to carriers (so far) to cover costs resulting from en-
rollment discrepencies in the Federal Employees Health Benefits Program (FEHBP). Figure
represents the government’s share; plan subscribers have paid another $11.9 million (IG let-
ters of 12/1/99 and 1/7/00)

$30.5

Estimated annual losses to fraud, waste, and abuse in the FEHBP (IG letter, 12/1/99) $1,800

Small Business
Administration

Cost of defaulted guaranteed loans for which the guarantee should not have been honored
(IG letter, 12/2/99)

$16.2

Cost of additional questionable guaranteed loans (IG letter, 12/2/99) $3.7

Value of Section 7(a) loans under criminal investigation which may have been procured by
fraud (IG letter, 12/2/99)

$84

Estimated loss to the government from loans procured by false certifications (IG letter,
12/2/99)

$27
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Table 1 (Continued)
Waste Found by the Senate Governmental Affairs Committee

GAO or Agency Inspector General (IG) Report

Waste in Millions

of Dollars

Social Security
Administration

$2.5 billion in gross receivables reported for Supplemental Security Income (SSI)
overpayments. Includes $1.65 billion in new overpayments for FY 1998, out of total payments
of $27 billion (GAO/AIMD-00-10)

$2,500

Reported Old Age and Survivors Insurance overpayments for FY 1998 (GAO/AIMD-00-10) $1,154

Reported Disability Insurance overpayments for FY 1998 (GAO/AIMD-00-10) $941

Treasury Revenues that Customs and Alcohol, Tobacco and Firearms (ATF) agents failed to collect (IG
letter, 12/13/99)

$651.6

Internal Reve-
nue Service

Unpaid taxes supported by taxpayer agreements or court rulings (GAO/HR-99-1) $90,000

Estimated annual Earned Income Tax Credit (EITC) overpayments (IG letter, 12/1/99) $8,000

Veterans Affairs

Estimated annual benefit overpayments from failure to deduct disability compensations from
military reserve pay (IG letter, 12/10/99)

$8

Estimated erroneous benefit payments to prisoners and deceased persons (IG letter,
12/10/99)

$103.9

Estimated savings that could be realized from improved debt management (IG letter,
12/10/99)

$260

Estimated future savings that could be realized by better oversight of Federal Employees
Compensation Act claims (IG letter, 12/10/99)

$247
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Table 1 (Continued)
Waste Found by the Senate Governmental Affairs Committee

GAO or Agency Inspector General (IG) Report

Waste in Millions

of Dollars

Multiple
Agencies

At the close of FY 1998, delinquent non-tax debt totaled $60 billion. This is an $8.1 billion in-
crease from FY 1996 (OMB Federal Financial Management Status Report and Five-Year Plan,
June 1999)

$60,000

According to Congressional Budget Office cost estimates, a series of GAO recommendations
to improve the economy and efficiency of various government operations would save $6.5
billion in annual budget authority (GAO/OCG-99-26)

$6,500

Estimated annual savings that could be realized by consolidating most federal in-house air-
craft operations (Commerce IG letter, 12/13/99)

$92

Total Indentified Waste $221,284

Source: Press release, Senate Governmental Affairs Committee, “Thompson Details $220 Billion in Government Waste,” January 24, 2000; available at
www.senate.gov/~gov_affairs/012400_press.htm.



of fraud and abuse and erroneous benefit payments to individuals
who do not qualify for them.

Last November, Senator Fred Thompson identified $19.1 bil-
lion in improper payments to ineligible beneficiaries from large fed-
eral social programs. As Table 1 shows, his committee documented
over $220 billion of wasteful federal spending, including $984 mil-
lion in defense overpayments to contractors who voluntarily re-
turned the funds over a five-year period.14

In 1990, the GAO began to compile a “high-risk list” of federal
programs and activities that were most vulnerable to fraud, waste,
abuse, and mismanagement. This high-risk list started with 14 prob-
lem areas and has been expanded with every update issued by the
GAO. The current list, released in 1999, includes 26 federal agency
problem areas.15 (See Table 2.) Although new areas are added regularly,
few qualify for removal. In fact, only one high-risk area has been re-
moved since 1995. Ten of the 14 original high-risk areas in 1990 remain
on the list, despite the attention the list has brought to those areas.

A similar pattern is found in the reports of agency inspectors
general. In each of the past three years, the IGs of major federal
agencies reported to Congress the most serious performance prob-
lems they faced. Like the GAO high-risk areas, the problems identi-
fied by the IGs remain much the same year after year.16

The GAO and IG reports point to several recurring root causes
of these problems,17 including the fact that most federal agencies
suffer from one or more core weaknesses that would undermine the
ability of any organization, whether public or private, to succeed.
These weaknesses include:

� Pervasive financial management deficiencies;

� Inability to use information technology effectively; and

� Inability to hire, retain, and effectively manage an ade-
quate workforce with the skills needed to carry out the
agency mission.
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Table 2
Activities and Programs Identified by GAO As “High Risk” and Year Designated

Reducing Inordinate Program Management Risks

Asset Forfeiture Programs 1990

Defense Infrastructure Management 1997

Department of Housing and Urban Development Programs 1994

Farm Loan Programs 1990

IRS Tax Filing Fraud 1995

Medicare 1990

Student Financial Aid Programs 1990

Supplemental Security Income 1997

The 2000 Census 1997

Managing Large Procurement Operations More Efficiently

DOD Inventory Management 1990

DOD Weapon Systems Acquisition 1990

DOD Contract Management 1992

Department of Energy Contract Management 1990

NASA Contract Management 1990

Superfund Contract Management 1990
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Table 2 (Continued)
Activities and Programs Identified by GAO As “High Risk” and Year Designated

Ensuring that Major Technology Investments Improve Services

Air Traffic Control Modernization 1995

DOD Systems Development and Modernization Efforts 1995

National Weather Service Modernization 1995

Tax System Modernization 1995

Providing Basic Financial Accountability

DOD Financial Management 1995

Federal Aviation Administration Financial Management 1999

Forest Service Financial Management 1999

IRS Financial Management 1995

IRS Receivables 1990

Resolving Serious Information Security Weaknesses

Government Wide Year 2000 Computer Risks* 1997

Note: * No longer on the list.
Source: U.S. General Accounting Office, Congressional Oversight: Opportunities to Address Risks, Reduce Costs, and Improve Performance, GAO/

T-AIMD-00-96, February 2000.



Challenges to Implementing Reforms

Although the federal government’s watchdog agencies — the GAO,
Office of Management and Budget (OMB), Congressional Budget
Office (CBO), and agency IGs — continue to highlight poor agency
performance in their reports, and although agency Results Act re-
ports repeatedly have exposed waste, ineffectiveness, and ineffi-
ciency, neither the Administration nor Congress has demonstrated
the will to improve performance by demanding reform.

The Clinton Administration

Despite six years in office since signing the Results Act, President
Clinton failed to tackle the core performance problems of the agen-
cies under his control. Even the White House Office of Management
and Budget seemingly abdicated its management responsibilities,
failing to meet such specific legal obligations under the Results Act
as establishing statutory pilot programs.

The stated objectives of the National Partnership for
Reinvention (NPR) — a project to “reinvent government” espoused
by Vice President Al Gore — were laudable. However, specific NPR
projects at best merely tinker at the margins of the government’s
most serious performance challenges. The GAO has been unable to
verify the claimed cost savings or programmatic reform from this
initial effort.18

Little direct correlation existed between NPR projects and
the “high-risk” or other mission-critical problems highlighted by
the GAO and agency IGs. Indeed, the NPR’s efforts often were
counterproductive. Efforts to “downsize” the federal workforce,
for example, occurred randomly rather than strategically, with
no effort to make a distinction between essential and unnecessary
employees. The indiscriminate downsizing that followed actu-
ally exacerbated many of the core performance problems within
each agency.

While the direct federal payroll was reduced under the Clinton
Administration, most of the cuts have come from the Department of
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Defense budget and have more to do with the end of the Cold War
than with the NPR. Also, many former federal jobs migrated to a
“shadow” federal workforce consisting of contractors, state and lo-
cal employees, and private-sector employees who spend valuable
time carrying out the federal mandates (see Figure 1). For example,
the Department of Education may show a 6 percent reduction in
federal civil servants, but it experienced at the same time a 129 per-
cent increase in the number of contract workers.19 Considering all
those working to carry out federal mandates, the number of people
employed by the “shadow” federal government is actually much
larger than the number on the federal government’s direct payroll.
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Figure 1
The Shadow Federal Government



Congress

With the exception of admirable attempts by two members of the
House and Senate — Senator Fred Thompson, former Republican
chairman of the Governmental Affairs Committee; and Representa-
tive Steve Horn (R-CA), chairman of the Government Management,
Information, and Technology Subcommittee of the House Commit-
tee on Government Reform — to use their committees’ jurisdiction
to expose waste and mismanagement, Congress has shown limited
leadership in this regard.

To date, Congress has done a relatively poor job of forcing
agencies to improve their efficiency and cut waste. One reason for
this mediocre performance is that the annual appropriations pro-
cess itself is inefficient and consumes huge amounts of time and ef-
fort.20 It is virtually impossible for Congress to enact the 13 regular
appropriations bills by the start of each new fiscal year.

Consequently, the usual finale to the appropriations cycle is a
massive omnibus bill pulled together at the end of each session after
intensive 11th-hour negotiations. These negotiations typically in-
volve very few participants and take place out of the public eye.
Most Members of Congress have only the vaguest idea of what they
are voting on when they approve the omnibus bill. Following its en-
actment, it can often take weeks to sort out what is included in the
spending bills. This end-of-session process is so intensive and ex-
hausting that mistakes are inevitable and the participants are left
feeling like victims.

One reason for the breakdown in the appropriations process is
the increasing burden of substantive legislative provisions that can
be enacted only as part of “must pass” spending bills. This problem
stems from the inability of Congress to enact authorizing legislation
for many spending programs during the regular course of business.

The Congressional Budget Office recently reported that Con-
gress had enacted about $121 billion in FY 2000 spending for pro-
grams whose authorization had already expired.21 This included
about $8.2 billion in funding for foreign aid programs that were last
authorized in 1987 and $4.4 billion for Department of Energy
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programs last authorized in 1984. The CBO report does not take into
account funding for programs that never were authorized. Appro-
priating funds for unauthorized programs violates both House and
Senate rules, yet these rules are routinely waived as a way to garner
necessary votes to pass critical legislation. Controversial
reauthorization efforts are not likely to be passed if slim margins ex-
ist between the two parties.

Adding to the difficulties Congress encounters in passing legis-
lation is the fact that it rarely conducts meaningful oversight of ex-
isting programs and activities to determine which ones are working
and which are not. Currently, most oversight activity focuses on al-
leged scandals or consists of quick expositions of isolated problems
with no follow-up. As Senator George Voinovich (R-OH) recently
observed:

[F]rom career bureaucrats to Cabinet Secretaries, nearly every-

one in the Executive branch knows that when they’re asked to

come up to the Hill for an oversight hearing, once it’s over, it’s

over — rarely do they have to worry about any follow-up hear-

ings because Congress just doesn’t have the time.
22

It should be noted that some congressional committees provide
valuable feedback to agencies on their performance information,
and this feedback has encouraged an improved policy debate be-
tween Capitol Hill and the agencies. These committees include the
Senate’s Governmental Affairs and Appropriations Committees
and the House’s Education and Workforce, Science, Transportation,
and Veterans Affairs Committees.

Congress as a whole, however, tends to focus on passing legisla-

tion to effect permanent change in the government. Legislating is
what Members of Congress do, and what their staff and the press
focus on. Overseeing existing laws and programs, on the other
hand, takes specialized knowledge about such programs, agency
budgets, personnel, media, and even the U.S. General Accounting
Office. Different skills — such as the tenacity to find the truth, the
ability to work with the press, or the commitment to protect wit-
nesses who risk their livelihoods and reputations to tell the truth

133

Restoring Government Integrity Through

Performance, Results, and Accountability



— are needed if the oversight function is to convey a compelling
case for change.

What Washington Must Do

There is much that can be done to improve the federal government
in tangible, nonpartisan ways that transcend policy stalemates and
bridge the political divides in Washington. An agenda along these
lines should start from and build on basic common sense principles
that address concerns upon which most people can agree, regard-
less of their political leanings.

Any new orientation for government, however, must rest on a
foundation of objective and credible performance data that enable
Congress, the President, and the American public to see what is be-
ing accomplished with the tax dollars collected. Yet, in a significant
warning to Congress and the agency offices of inspectors general,
the GAO recently said that 20 of 24 major agencies are incapable of
providing credible performance data on the objectives they are try-
ing to achieve.23

Moreover, the information they do provide is often misleading.
For example, the Legal Services Corporation (LSC) reports to Con-
gress each year the number of cases in which federal dollars pro-
vided legal assistance to the poor. This figure is used to support its
request for sustained or additional funds. However, in 1999, evi-
dence of widespread over-reporting of case figures by the LSC was
disclosed. Based on case reports submitted by 269 LSC grantees
across the country, the LSC reported that 471,600 cases remained
open at the end of 1997, while 1,461,013 cases had been closed dur-
ing the year. The 1997 program had received funding totaling $511.8
million from Congress and non-LSC sources. Based on the reported
closed case count, the average cost per case for the entire 1997 pro-
gram was $350.

After months of denying a problem and under pressure from
Congress, the media, and the GAO, the LSC reported in September
1999 that in 1998 it closed only 1.1 million cases — about 360,000
fewer than it reported closed in 1997. This is the lowest recorded

134

Quicker, Better, Cheaper?

Managing Performance in American Government



and reported closed case-count total in the history of the agency.
The lower number translates into a $465 average cost per case,
which is the highest cost of federal aid to the poor in the history of
the program.24

Such a difference is important in evaluating the agency’s effec-
tiveness. If Congress receives incomplete or inaccurate information
about an agency’s performance, its subsequent decision will not
correct the problem; the inefficiency will continue, and public cyni-
cism will likely increase.

Good information, on the other hand, can result in tangible im-
provements in the way government delivers its services. For exam-
ple:

� Using the Veterans Health Administration (VHA) data-
base, veterans’ hospitals began to compare their own
performance with other hospitals. Based on the various
success rates for cardiac surgeries, the VHA made
changes in how it conducted diagnostic testing to han-
dle post-operative procedures. According to the GAO,
the VHA found that the performance data showed that
cardiac teams had lowered their mortality rates be-
tween 1988 and 1996 by an average of 13 percent.25

� When towing industry data for 1982 through 1991
showed that 62 percent of marine casualties were due to
human error, the U.S. Coast Guard realigned its marine
safety program away from inspections (outputs) and to-
ward efforts to reduce casualties (outcomes). This joint
effort between the Coast Guard and the shipping and
towing industry, which began in 1994, brought about a
decline in the fatality rate — from 91 per 100,000 em-
ployees in 1991 to 27 per 100,000 employees in 1995. The
program not only improved the Coast Guard’s effec-
tiveness, but did so with fewer people and at a lower
cost.26

Congress and the Administration must continue to assess —
systematically and continuously — what federal agencies and
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programs are in fact accomplishing with their tax dollars. Funding
should be linked to actions that lead to positive performance results.
To do this, a number of steps must be taken by both branches of gov-
ernment.

The Administration

To improve management of government, the Bush Administration
should:

� Manage for results by focusing agency performance
and accountability requirements on key outcomes. Se-
lecting appropriate measurements of performance, ob-
taining credible data, and using those data to make
decisions are activities that should occur with greater
regularity within the federal government. Some agen-
cies are driving over 900 measures through their sys-
tems to comply with the Results Act. The law would
work better if fewer, more manageable numbers of mea-
sures were used on priority programs.

� Link funding to performance results by attaching con-
sequences to good and bad performance. The Admin-
istration, the OMB, and the agencies must tie funding of
specific programs to performance in their budget for-
mulations. Agencies and programs that pursue and
achieve important results should be rewarded in finan-
cial and non-financial ways, including public recogni-
tion. Those that do not achieve good results should be
fixed or eliminated.

� Link related program actions to performance results.
More needs to be done to coordinate and rationalize the
myriad overlapping or duplicative programs that now
exist. New interagency coordination teams should
share valuable performance measures and data, using
the same performance measures to determine which
programs are working and which are not. It is particu-
larly important that Administration proposals for new
or revised programs identify the intended results and

136

Quicker, Better, Cheaper?

Managing Performance in American Government



point out how the programs relate to similar existing
programs.

� Subject administrative regulations to the same perfor-
mance scrutiny and accountability that apply to pro-
grams and activities. Regulations should incorporate
specific outcome-oriented performance goals and mea-
sures to the extent possible.

� Resolve mission-critical management problems that
could undermine the capacity of agencies to achieve
results. Many of the recurring performance problems
stem from a lack of sustained commitment to resolve
them. Experience demonstrates that an effective way to
focus accountability on problems is for agency heads to
adopt specific and measurable performance goals to ad-
dress those problems.

� Suggest legislation to promote pay-for-performance
in the federal civil service. Innovations are needed in
the federal pay system that transform the inflexible pay
and bonus systems into a more merit-based system with
incentives that reward managers for achieving program
outcomes. Incentive bonus programs need to be flexible
enough to reward top performers and innovations in
the federal government.

� Require agency heads to form performance-based or-
ganizations (PBOs). These PBO units have a competi-
tively hired chief operating officer who commits to
annual performance agreements and agrees to tie a
share of his or her pay to the organization’s perfor-
mance. (Nine agencies are already structured this
way.) The chief operating officers have broad latitude
to design reward systems and management processes
that meet their agency’s needs. Pay adjustments are
based on performance. Bonuses are available for supe-
rior individual or group accomplishments, docu-
mented productivity gains, or sustained superior
performance.
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� Expand performance-based contracting. Perfor-
mance-based contracting should be the rule rather than
the exception in the federal government. Federal con-
tractors should be held to a higher standard for achiev-
ing results; payment should be withheld until contract
performance is met. Awarding contracts for noble pur-
poses but without follow-up that ensures that quality
service has been delivered should end. Stricter contracts
and better monitoring to assure accountability are nec-
essary; otherwise, the people who should benefit from
the program will suffer.

Congress

To increase its oversight of existing programs and laws, Congress
should:

� Conduct comprehensive, systematic reviews of the
stated goals of agencies within committee jurisdic-
tions. Regular bipartisan and systematic oversight of
what the federal agencies are accomplishing and how
performance could be improved should be conducted
by each House and Senate committee. Agency perfor-
mance plans and reports submitted according to the Re-
sults Act should be used in this effort because they can
promote more informed policy discussions and de-
bates. Too often, Congress considers its job done once
programs are enacted by law. Before passing authoriz-
ing or reauthorizing legislation, committees should be
able to fully appreciate what past federal allocations
have accomplished. Committee members should moni-
tor the rulemaking and enforcement stages of the laws
they pass by holding more hearings, having more brief-
ings, commissioning better GAO studies, or working
with the agency IGs. The information gained should be
used to identify whether the private sector or the state
or local government is in a better position than the fed-
eral government to accomplish the stated goal.
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� Enact authorizing legislation for spending programs.
Congress regularly ignores its own rules and approves
hundreds of billions of dollars in unauthorized spend-
ing each year. Congress should enforce its rules that
prohibit the consideration of appropriations for unau-
thorized programs. If the votes to authorize a program
through the normal legislative process are not certain,
the program should not be funded.

� Incorporate specific performance goals and measures
in authorizing legislation. Congress should adopt
rules prohibiting the consideration of significant pro-
gram authorization or reauthorization legislation un-
less that legislation incorporates specific performance
goals and measures. Congress should insist that the Ad-
ministration address these issues as well when it sub-
mits a new budget or program proposals.

� Incorporate regular program evaluations into key
spending priorities. Congress has been reluctant and
often even negligent in demanding sound studies of
program effectiveness from agencies. These evaluations
should consume an increasing portion of the GAO’s
workload or should be contracted out to independent
accountability professionals.

� Enact appropriations bills on a timely basis that pro-
vide funding based on proven performance. Congress
should start enforcing the “regular order” through
which decisions on individual appropriations bills are
openly and knowingly made. It should also practice
“truth in budgeting” by abandoning accounting gim-
micks that often make a mockery of the appropriations
process.

� Consider adopting a biennial budget. Sentiment is
growing that the only way to effect fundamental reform
of the appropriations process is by moving to a biennial
budget cycle. A biennial process would have the added
benefit of freeing more time for Congress to improve
oversight of the federal bureaucracy. Regardless of the
budget process timeline, Congress and the executive
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branch must have the will to make the funding deci-
sions in a more timely and appropriate way.

Conclusion

Washington largely ignores the day-to-day functioning of the mas-
sive federal bureaucracy, but its blinders are exacting a toll on fed-
eral agency performance, as well as on the public’s perception of
and trust in the government.

If Congress and the Administration continue to seek Results
Act reports from federal agencies and ensure, with help from the of-
fices of inspectors general and the GAO, that the performance infor-
mation they provide is credible and objective, the American public
will be better able to identify which techniques of lawmaking —
regulations, tax incentives, subsidies, grants, partnerships, or edu-
cation campaigns — are most effective. Ineffective efforts could be
fixed or eliminated.

Yet performance-based data will be useless unless Congress
brings this information alive in oversight hearings, floor debates, or
changes in authorizing or spending legislation. A results-oriented
approach that adheres to the principles of accountability and per-
formance results could lead to a smaller, smarter, more common-
sense federal government that is truly worthy of Americans’ trust as
well as their hard-earned tax dollars.
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The Social Security Administration and

Performance Management

Walter D. Broadnax

and Kevin J. Conway

The Government Performance and Results Act (GPRA) is the
most recent in a long series of initiatives designed to improve
management in federal agencies. This chapter examines one

agency, the Social Security Administration (SSA), and its experience
implementing the tenets of performance management. SSA was se-
lected as the focus of our study for several reasons. First, the agency
is one of the most well known and easily recognized agencies at the
federal level, and its influence is felt by virtually every American.
Second, SSA has historically been committed to customer service
and continuously sought better ways to serve its beneficiaries. And
third, SSA has a long tradition of management reform. If the goal is
a successful performance management initiative, SSA should have a
better-than-average chance of fulfilling that goal.

We base our information on interviews with over 45 individu-
als,1 including SSA employees at all levels of the agency, House and
Senate Committee staffers, and the General Accounting Office
(GAO).2 We have supplemented that information with SSA publi-
cations and written correspondence, committee reports and testi-
mony, GAO documents, and data from nongovernmental sources.
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Taken together, this information yields a dynamic story showing
how SSA has managed to successfully implement GPRA and per-
formance management initiatives.

SSA’s success, we argue, is a result of several related factors.
First, the agency is led by a commissioner who has embraced perfor-
mance management and sought to ingrain its tenets into the very
fabric of the organization. Second, SSA cooperates closely with the
relevant congressional committees and the GAO. This shared com-
mitment has improved the delivery of benefits and helped the
agency overcome and avoid many obstacles. Third, the agency has
made a concerted effort to push its vision of performance manage-
ment down and throughout the organization — a real challenge
given its size and structure. Fourth, SSA has built accountability
measures into virtually all facets of its strategic and performance
plans. More importantly, accountability is incorporated into the
daily management of programs. Finally, SSA’s history of manage-
ment reforms has taught the agency that no management tool is
ever perfect and the agency continually looks for ways to improve
its performance. We hope that other organizations will be able to ex-
tract from the SSA experience a useful guide in their own quest to
improve performance.

The Social Security Administration

The Social Security Act of 1935 and its subsequent amendments cre-
ated the Social Security Administration (SSA) and established the
basic framework for a national “safety net” for elderly Americans,
disabled workers and their dependents, as well as the poor aged,
blind, or disabled. SSA administers three major entitlement pro-
grams that together deliver cash benefits to about 50 million benefi-
ciaries every month — roughly one in every five Americans.3

To shoulder this responsibility, SSA relies on a national infra-
structure headquartered in Baltimore, MD. That office is supple-
mented by 10 regional offices across the country, 7 processing
centers, 1,343 field offices, 1 data operations center, 36 teleservice
centers, 132 hearings offices, and 65,000 employees. SSA also de-
pends on 54 Disability Determination Services (DDS) located in all
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50 states plus the District of Columbia, Guam, and Puerto Rico.4

This organizational structure is meant to provide both swift and ac-
curate service to the public. The structure has been enhanced by
SSA’s 800-number telephone service, which served 58.8 million cus-
tomers in FY1999 alone.5

The key feature of the Social Security Act is Old Age Survivors’
Insurance (OASI). This program, funded through payroll taxes6,
covers more than 90 percent of all workers. The only large group it
does not cover is federal employees, who have their own retirement
system. Under OASI, an insured worker is eligible for monthly cash
benefits upon retirement7 and eligible dependents and survivors
also receive benefits. The amount received is determined by two ba-
sic factors: age at entitlement, and the amount earned during the in-
sured’s working years.8 In 1999, 91 percent of people 65 or over
were receiving OASI benefits.

SSA also administers the Disability Insurance (DI) program,
which was added by amendment in 1956. The DI program, funded
through payroll taxes, provides benefits to disabled workers and
their eligible dependents. As of 1999, three of four working Ameri-
cans age 21 through 64 are covered under DI and can count on bene-
fits if they become disabled. Together, OASI and DI are popularly
known to most Americans as Social Security since they provide
comprehensive protection against loss of earnings owing to retire-
ment, disability, and death.

The third program is the Supplemental Security Income (SSI)
program.9 SSI, added by amendment in 1974, is a means-tested pro-
gram funded through general revenues that pays monthly cash ben-
efits to aged, blind, or disabled people with limited income and
resources. SSI uses the same definitions of disability and blindness
as the DI program, but unlike OASI and DI, eligibility for SSI does
not require a work history.10

The growth of all three programs has been dramatic, as re-
flected in Table 1. In 1940, only 222,488 people received monthly So-
cial Security benefits; that number grew to 44.6 million people by
1999. The SSI program has seen similar growth, nearly doubling
since its inception in 1974. The large number of beneficiaries for
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these programs translates into enormous sums of money that SSA
disburses each month. Table 2 compares the growth of OASI/DI
and SSI program expenditures. In 1999 alone, OASI/DI programs
paid beneficiaries $385.8 billion while the SSI program disbursed
$30.1 billion.

Table 1: Number of Social Security Administration
Beneficiaries Over the Years

Old Age Survivors’ Insurance/

Disability Insurance Supplemental Security Income

1937 53,236* 1974 3,996,064

1938 213,670* 1975 4,314,275

1939 174,839* 1980 4,142,017

1940 222,488 1985 4,138,021

1950 3,477,243 1990 4,817,127

1960 14,844,589 1995 6,514,134

1970 26,228,629 1996 6,613,718

1980 35,584,955 1997 6,494,985

1990 39,832,125 1998 6,566,069

1995 43,387,259 1999 6,556,634

1996 43,736,836

1997 43,971,086

1998 44,245,731

1999 44,595,624

Source: OASI/DI and SSI data for 1937 through 1999 as listed in “Social Security: A
Brief History,” SSA 2000a as of November 27, 2000.
* Recipients of one-time lump-sum payments.

These programs differ in the level of administrative complex-
ity, however — and thus influences how SSA manages them. Be-
cause OASI deals with retirement benefits based on a known work
history, the program is relatively uncomplicated to administer once
an applicant’s eligibility is confirmed. The DI and SSI programs
tend to be much more complex because of the inherent difficulties of
determining what constitutes a disability, as well as the sensitive
nature of monitoring a claimant’s disability. For example, each pro-
gram defines “disability” as a physical or mental condition that is
permanent or can be expected to last for a continuous period of not
less than 12 months and prevents the claimant from working. Yet
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because of advances in medical science and workplace adaptability,
what was a disability yesterday may not be a disability tomorrow.
SSI is further complicated by the fact that even slight changes in a re-
cipient’s monthly income can require the program to reestimate
benefit levels. And while SSA monitors financial status and claim-
ants are required to report income changes, delays in adjustment
are likely.

Table 2: Social Security Administration Payments Over the Years
Old Age Survivors’ Insurance/Disability

Insurance

Supplemental Security Income

1937 $1,278,000 1974 $5,096,813,000

1938 $10,478,000 1975 $5,716,072,000

1939 $13,896,000 1980 $7,714,640,000

1940 $35,000,000 1985 $10,749,938,000

1950 $961,000,000 1990 $16,132,959,000

1960 $11,245,000,000 1995 $27,037,280,000

1970 $31,863,000,000 1996 $28,252,474,000

1980 $120,511,000,000 1997 $28,370,568,000

1990 $247,796,000,000 1998 $29,408,208,000

1995 $322,553,000,000 1999 $30,106,032,000

1996 $347,088,000,000

1997 $361,970,000,000

1998 $374,990,000,000

1999 $385,768,000,000

Source: OASI/DI and SSI data for 1937 through 1999 as listed in “Social Security: A
Brief History,” SSA 2000a as of November 27, 2000.

Such complexity prompted SSA to engage in intense strategic
planning exercises long before passage of GPRA. This vast experi-
ence, along with the agency’s willingness to constantly evolve, is
one of the major management lessons of SSA’s successful imple-
mentation of GPRA. SSA officials recognize that “at this point in
managing for results, performance measurement has to be de-
scribed as an imperfect place, at best. But I think it is always going to
be that way. To the extent GPRA survives, you are going to see more
and more evolution.” In both philosophy and deed, SSA has posi-
tioned itself to make improvements at each step of the process and
find better ways of doing the public’s business.
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SSA published its first long-range strategic plan in 1988 and a
significantly revised version, entitled “Framework for the Future,”
three years later. The latter laid out agency goals and objectives and
established five strategic priorities. Under a unified planning sys-
tem created in 1992, SSA linked strategic, tactical, and budget plan-
ning processes. And in 1995, the agency published its first annual
“business plan,” which describes overall business strategy for the
coming fiscal year, presents targets for agency performance indica-
tors, and describes key initiatives as well as tactical plans for imple-
menting them. So while strategic planning and developing
measurable goals were foreign to many agencies, they are a part of
SSA’s culture. Still, even SSA has had to confront hurdles in imple-
menting performance management.

GPRA, SSA, and the

Power of the 800-Number

GPRA distinguishes between types of measures, focusing particu-
larly on outputs and outcomes. Outputs are completed activities
(process and/or workload measures) that can be described in quan-
titative or qualitative terms and reflect products or services pro-
duced by a program and delivered to customers. Outcomes are the
results impact of a program activity compared with its intended
purpose. GPRA looks to push performance measures toward out-
comes by asking: what difference does it all make?

Measuring outcomes is somewhat difficult at SSA because so
much of what the agency does is process-oriented. While SSA has
always been adept at measuring outputs like time and productivity
rates, for example, agency officials admit that “SSA doesn’t have
much experience or comfort level with this type of orientation.” The
decentralized nature of various processing tasks further reinforces
the tendency toward measuring outputs. For example, it is rela-
tively easy to provide 1,343 field offices with reports on timeliness
and efficiency, but it becomes significantly more difficult and ex-
pensive to produce data on outcomes such as work accuracy for
each of those offices.
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GAO has criticized SSA for its inability to differentiate between
outputs and outcomes. One particular criticism has concerned the
agency’s effort to speed up eligibility determination and move
claimants onto disability rolls. While this effort is important to the
well-being of eligible individuals and their families, GAO has noted
that SSA fails to put an equal degree of emphasis on helping claim-
ants return to work and moving them off disability rolls.11 Hill staff-
ers concur: “Moving people off the disability rolls is an outcome
that SSA could probably do more with trying to transition people
from disability to work status.” Simply put, SSA is quite competent
in processing disability claims, but has more difficulty assisting
claimants in their efforts to return to a working life.

In essence, then, GPRA forces SSA to measure the more diffi-
cult tasks. But it also forces SSA, like other agencies, to ask whether
established measures actually improve customer service. SSA’s
most visible performance measure — 800-number access — offers a
prime example of how the agency dealt with these challenges. The
evolution of the 800-number system, both pre- and post-GPRA, un-
derscores the tensions that can arise when an agency specifies an
imperfect target indicator, diverts substantial resources towards at-
taining it, and then struggles to improve upon that imperfect mea-
sure.

SSA’s national toll-free 800-number represents one of the
world’s largest telephone networks. Initiated in October 1988 to im-
prove customer service, SSA now has 3,900 teleservice representa-
tives (TSRs) answering phones from 36 teleservice centers (TSCs),
supplemented by a “spike” cadre of 3,200 employees — employees
from other areas of SSA who assist TSRs during peak demand.12

Through direct person-to-person contact and automated options,
callers may use the 800-number to implement a wide range of trans-
actions.

Demand for the 800-number service has grown dramatically.13

In its first full year of operation (1989) over 39 million calls were
placed.14 That number peaked at 121.4 million in 1995, but fell
sharply as improved technology allowed more callers to get
through on their first attempt. In 1999, the number of calls placed
stood at 78.7 million.15 More meaningful, however, is the number of
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calls actually handled by TSRs or the automated service.16 This num-
ber has risen steadily from 42.8 million in 1995 to 58.8 million in
1999.17 The 58.8 million calls — 23 percent of which were handled
by the automated system — represent approximately 236,000 calls
each workday.18

Responding to the increased interest, SSA in 1994 sought to
provide access to the 800-number, without a busy signal, within 5
minutes of the caller’s first try. This was a dramatic shift in SSA’s
priorities from the previous target of providing access within 24

hours of the caller’s first try.19 SSA then applied percentage goals to
the new access rate — 85 percent in 1996 and 95 percent in 1997. In
the first years of GPRA, 95/5 access (95 percent of callers in 5 min-
utes) has been a cornerstone indicator in achieving SSA’s second
strategic objective — world-class service.

SSA’s performance has matched its increasingly aggressive
goal. While only 74 percent of callers reached SSA within the first 5
minutes in 1995, that rate rose to 83 percent in 1996 — falling just
short of the established goal by 2 percent. SSA exceeded the 95/5
goal in 1997 with a 96.2 percent access rate and met it in each of the
following two years, with a 95.3 and 95.8 rate in 1998 and 1999, re-
spectively.20

The 95/5 access rate is more than a mere percentage: quick ac-
cess affects how people perceive the agency. A recent survey con-
ducted by SSA’s Office of Finance, Assessment and Management
showed that 84 percent of callers rated their overall service as
“good,” “very good,” or “excellent,” while 78 percent of callers gave
similar marks for access. And the ratings follow a pattern based on
access: customer satisfaction reaches “92 percent for service overall
and 94 percent for access for callers who get through right away.
Satisfaction falls to 73 percent and 58 percent, respectively, when
callers experience both a busy signal/message and time waiting on
hold .”21

Unfortunately, success in achieving 95/5 access and high cus-
tomer satisfaction rates has come at a price. Because TSC resources
have not expanded commensurately with growing demand, SSA
has had to look elsewhere for resources. The agency has managed to
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handle the higher volume while maintaining access rates largely by
training and diverting employees from other offices — primarily
from the Program Service Center (PSC) — to answer calls during
peak periods.22 Yet demand is consistently so high that all PSC
spikes rarely dedicate their entire workday to their primary assign-
ments. Of the 251 workdays in 2000, for example, the annual
workplan for SSA’s Philadelphia Region Processing Center Opera-
tions (PCO) require spikes for all but 33 days.23 Nationwide in 1999,
spikes handled 24.6 percent of 800-number network calls.

Transferring these resources has adversely affected pending
workloads. PSC employees are “back-end” operators responsible
for post-entitlement actions that fall out of the automated process.
Their tasks include processing difficult and complex claims, mail-
ing out complex notices, and managing debt collection activities.
Their work often affects the payments existing beneficiaries receive
each month. But answering 800-number calls has become such a
major workload for PSCs that their traditional duties have suffered.
Before the demanding access targets took effect, PSCs ended fiscal
years with about 2 weeks of pending work. But at the end of 1996,
when the target was 85 percent, these centers finished the year with
3.5 weeks of pending work despite 840,000 hours of overtime.24

And pending workloads represent more than simple paper
files. “Each pending is an actual person whose account needs to be
reviewed. That pending relates to a definite, existing beneficiary.”
The GAO has reported that “delays in processing these workloads
can affect SSA payments to beneficiaries and have caused addi-
tional inquiries to the 800 number by affected customers.”25 While
SSA does not track the extent to which people call the 800-number
owing to delays in processing transactions, our interviews with
many SSA employees corroborate this contention. TSRs, their man-
agers, and regional officials alike have made the connection that
PSC backlogs create more 800-number inquiries, prompting more
frequent use of spikes — leading to even more PSC delays.

In view of this unintended result, the broader question be-
comes whether the 95/5 access goal is justifiable. In late 1999, Com-
missioner Kenneth Apfel implemented several short-term
initiatives to sustain the access rate goal and mitigate the impact of
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spiking on PSC pending workloads.26 In essence, he realized that
changes were necessary but was not yet ready to back down from
the aggressive access goal. However, across-the-board budget cuts
for FY2000 prompted SSA to make the difficult decision to reduce
the access goal to 92 percent of callers in 5 minutes (92/5) because
PSC backlogs would have grown to unacceptable levels.

But more than a mere question of resources, many SSA manag-
ers at the local, regional, and national level believe the 800-number
access target raises the question of priorities. While all agree an ac-
cess standard is a necessary component of performance manage-
ment, many SSA officials believe the 95/5 goal — and now the 92/5
goal — may be doing more harm than good. They argue that a caller
to the 800-number may or may not be a beneficiary that needs a ques-
tion answered, yet every pending file represents an existing benefi-
ciary whose benefit adjustment is delayed. The choice, then, is
between achieving a visible, easily monitored target and reducing
pending workloads so that actual beneficiaries receive the attention
required to correct their benefits.

Although 800-number access is an output measure based on
traditional concepts of performance management, some congressio-
nal committee staffers also question whether this indicator is the
type emphasized by GPRA. Some suggest updating the target to re-
flect the “three-ring or fifteen-second standard” of private-sector
telemarketing firms, while others argue that SSA should not focus
so much on how quickly employees answer a call but on whether
they provide correct answers. Nonetheless, because access has an
impact on outcomes — the public’s perception of SSA’s competence
— the 800-number is soundly rooted in GPRA’s philosophy.

While some may view such debate as a sign of planning prob-
lems, we argue the opposite. The philosophy of GPRA and perfor-
mance management allows for — and even encourages —
continuous discussions about how best to achieve certain goals and
objectives. GPRA itself underscores the changing nature of politics
and practices and demands that agencies constantly reevaluate
their priorities. The debate within and around SSA regarding
800-number access is one meaningful example of how the agency is
taking the philosophy of GPRA to heart by engaging in discussions
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that reevaluate the way they conduct business. And members of Con-
gress appreciate this effort. A Senate Committee remarked that “SSA
is an agency that cares about selecting appropriate measures . . . and,
that interest and commitment comes from the top of the agency.
That helps a lot — you don’t necessarily get that from all agen-
cies.”

SSA’s Strategic Plan

Towards the end of GPRA’s pilot phase, GAO reported that SSA
was a frontrunner among federal agencies in developing a perfor-
mance management framework.27 In 1999, SSA received the highest
marks for government management among federal agencies in a
survey conducted by the Maxwell School at Syracuse University
and Government Executive magazine.28 The survey evaluated 15 fed-
eral agencies on five critical management areas29 and awarded SSA
the only overall “A” grade. Later that year, SSA was one of only two
federal agencies to receive the Association of Government Accoun-
tants’ Certificate of Excellence in Accountability Reporting for its
Accountability Report for Fiscal Year 1998.

In meeting the first requirement of GPRA, SSA’s framework for
measuring performance is set forth in the agency strategic plan
“Keeping the Promise,” released in September 1997. Codifying the
SSA’s mission was a rather simple task because the agency “has al-
ways had a strong sense of mission.” Some argue, in fact, that SSA’s
success is due primarily to its specific mission because “Social Secu-
rity faces fewer challenges than other agencies. It’s a discrete, holis-
tic agency compared to a lot of departments and other agencies.”
While it is true that the mission of SSA lends itself well to the use of
GPRA in measuring certain performance indicators, we argue that
the agency’s history of strategic planning and the other lessons we
highlight are the reasons for the agency’s success.

Although SSA is responsible for over 50 million beneficiaries
each month, its mission statement is quite brief: “To promote the eco-

nomic security of the nation’s people through compassionate and vigilant

leadership in shaping and managing America’s social security pro-

grams.”30 Five strategic goals, listed in Table 3, flow directly from
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that mission statement, and a set of objectives flows from each of
those strategic goals. Executive sponsors, who answer directly to
the commissioner, are accountable for achieving each of these stra-
tegic objectives.

Table 3: Social Security Administration’s Five Strategic Goals
Strategic Goal Definition

Responsive Programs To promote valued, strong, and responsive so-
cial security programs and conduct effective
policy development, research, and program
evaluation.

World-Class Service To deliver customer-responsive world class ser-
vice.

Best-in-Business Program
Management

To make SSA program management the best in
business, with zero tolerance for fraud and
abuse.

Valued Employees To be an employer that values and invests in
each employee.

Public Understanding To strengthen public understanding of the so-
cial security programs.

Source: Listed in the Social Security Administration’s Annual Performance Plan for Fiscal

Year 2001.

Given the public nature of GPRA, some within SSA were ini-
tially uneasy about publishing such specific objectives and mea-
sures, preferring to describe even the agency’s vision in “softer”
words. But these pockets of nervousness and hesitancy quickly dis-
sipated. In fact, the agency now “takes pride in the fact that it has
made outside commitments and will meet them if it’s at all possi-
ble.”

The agency used an inclusive process to devise its mission,
goals, and objectives. The driving force behind the plan was a com-
mittee of 42 senior executives drawn from all of SSA’s components.
This committee first reviewed information received from stake-
holders collected over the previous four years to identify recurring
priorities and preferences. The agency then conducted focus groups
with employees and briefed unions and management associations
early in the process. Throughout the process of developing the plan,
the agency consulted with the Office of Management and Budget,
Congress, and GAO. 31 SSA is now updating its strategic plan,
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initiating that process in June 1999 with a stakeholders’ meeting at-
tended by representatives from management, unions, and state
agencies, as well as an expanded strategic planning committee.
Thus, SSA has made sure that employees at every level were in-
volved in developing the agency vision. As one executive put it,
“While the emphasis and the seriousness of the effort is being di-
rected from the top . . . the process belongs to all.”

The committee submitted its original findings and recommen-
dations to SSA’s Office of Strategic Management (OSM) to formal-
ize into a comprehensive document. OSM then began a practice that
has improved implementation of performance management at each
stage. Specifically, SSA established a cooperative, pro-active part-
nership with Congress and its committees. To a degree, the positive
relationship emanates from the fact that there are risks on both sides
and each would fare better by working together. The committees
have not looked to publically chastise SSA for failings — or in the
words of one House Committee staffer “the relationship between
the committees and SSA is not a ‘gotcha’ game.” Of course, it took
time for each side to realize the need to work together and develop
this level of cooperation. “Initially, there was some resistance to
working closely together, but that has changed over time. This
building of trust on both sides seems to have enabled SSA to im-
prove.”

Throughout the entire GPRA process, SSA has also consulted
with the General Accounting Office. GAO has provided the agency
with guidelines for meeting GPRA requirements, evaluated SSA
submission for both weaknesses and strong points, suggested areas
for improvement as well as means for making those improvements,
and established a framework for Congress to make its own inde-
pendent judgements.

A draft copy of the strategic plan was shared with congressio-
nal committees and provided briefings to staff of the House Ways
and Means Committee and Senate Finance Committee.32 Under
congressional assessment, that draft ranked first among all agen-
cies.33 Leaders on the House Ways and Means Committee ap-
plauded the agency, stating that “SSA’s long-term experience in
strategic planning has enabled the agency’s draft plan to meet and,
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in certain circumstances, exceed the basic requirements set forth in
the Results Act.34

After the draft submission, the Ways and Means Subcommittee
on Social Security took an active role in improving the plan. In addi-
tion to discussions with OSM, the Subcommittee held panel discus-
sions that brought together former and current SSA officials,
representatives from the Congressional Research Service, the Con-
gressional Budget Office, GAO, and SSA employee and manage-
ment groups.35 The feedback from these stakeholders bolstered the
strategic plan, especially its discussion of policy development, re-
search, and program evaluation. These efforts paid off: SSA’s offi-
cial strategic plan ranked third among all agency plans under
congressional assessment.

Annual Performance Plans

Annual performance plans (APPs) support the goals set forth in the
agency strategic plan and serve as a link to SSA budgets. SSA has
published three APPs, steadily providing more details on areas
most important to agency beneficiaries. In evaluating the agency on
its APPs, it is important to look both at the APPs separately and as
an evolving process.

Early in the development of the 1999 APP, SSA officials de-
cided to issue the plan within the agency’s budget submittal and as-
signed responsibility to the Office of Finance, Policy and Operations
(OFPO). OFPO took a minimalist approach to the APP because it felt
it had received little guidance from either the law or any oversight
entity. That meant that OFPO’s “interpretation of what [SSA was]
trying to create would be extremely simple, stating in the fewest
possible terms what the agency was going to try to accomplish.”

The 1999 APP thus consisted largely of a list of 67 performance
indicators and target levels for the fiscal year and totaled only 18
pages in length. While indicators were nestled under the agency’s
five strategic goals, the quality and clarity of those measures varied
widely.36 For instance, ten of the performance goals set forth “N/A”
as the goal for FY1999. The APP also failed to provide baseline data
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from previous years, “making it difficult to determine whether the
targeted performance [was] reasonable.”37

Not surprisingly, the 1999 APP was widely regarded as a failed
effort. Based on a scoring system devised by GAO and published by
Majority Leader Dick Armey’s (R-TX) office, SSA ranked
twenty-third out of 24 agencies. Observers were shocked that SSA
“took a real step backwards in the quality of their initial perfor-
mance plan.” Critics said that the plan lacked a systematic and stra-
tegic orientation, instead pulling information from various sources
haphazardly. GAO wrote that the APP provided only a partial pic-
ture of SSA’s intended performance, failed to detail how the strate-
gies and resources would lead to results, and lacked verification
and validation of information on performance.38

In responding to this failure, the agency found that cooperation
with congressional committees could quickly and effectively create
an understanding of what exactly an acceptable APP should con-
tain. The House Ways and Means Subcommittee on Social Security,
working with SSA to improve the APP, held several in-depth inves-
tigative meetings. The subcommittee then put together a systematic
report highlighting each aspect of the APP that SSA needed to ad-
dress. Framing the critique in a spirit of cooperation, the committee
also provided possible remedies. Ultimately, this cooperation in-
creased the chance that SSA would improve its service while spend-
ing taxpayers’ dollars wisely — an objective of both SSA and the
subcommittee.

Another management lesson also emerged: stable and asser-
tive leadership provides a critical sense of direction. Without it, stra-
tegic planning is little more than a futile exercise. In fact, various
committees and GAO had cited a lack of focus at the highest levels
within SSA as one reason for the APP’s poor showing. During the
development of the 1999 APP, SSA was led by an acting commis-
sioner and awaiting confirmation of its first commissioner as an in-
dependent agency. Interim leadership, while not deliberately
destructive, often leaves an organization uncertain as to its strategic
direction.39
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When Commissioner Apfel was sworn in on September 29,
1997, he immediately exerted his influence. According to Director of
Strategic Management Carolyn Shearin-Jones:

Commissioner Apfel made it absolutely clear, from the time he

first arrived, that planning was a priority for him; that he be-

lieved in the concepts of GPRA; and, that it was the right thing

to do. And he practices what he preaches . . . Whenever we talk

about any kind of project or any kind of initiative, the first sen-

tences out of his mouth are almost always: “How are we going to

measure this? What are the quantifiables? What are the indica-

tors?”

By embracing the principles of performance management, Commis-
sioner Apfel energized SSA to meet the challenges GPRA presented
as well as adapt to changing environments. Instead of trying to
please oversight entities, the commissioner instructed planners to
start from scratch and focus their efforts on writing a plan that
would help SSA manage for results and improve its services. Ac-
cording to Shearin-Jones, the commissioner made “GPRA a living
breathing thing inside the organization.”

With criticisms in hand and a new, permanent commissioner in
place, SSA was much better prepared to produce a quality APP. Re-
alizing that the document did not “fall within the organizational
bailiwick” of OFPO, the commissioner assigned responsibility for
the 2000 and future APPs to the Office of Strategic Management
(OSM). OFPO, nonetheless, remains an integral part of APP’s devel-
opment because that office collects the required data.

Where the 1999 APP took a minimalist approach, the 2000 APP
was a stand-alone document fully incorporating the 1997 strategic
plan. With over 130 pages of detail, the second APP turned weak-
nesses into strengths40 and was singled out as the most improved
performance plan among federal agencies. The Subcommittee on
Social Security wrote:

SSA’s attention to strategies and resources for achieving in-

tended performance, relating budgetary resources to perfor-

mance goals, and recognizing crosscutting agencies and
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organizations, have culminated in a strong, stand alone presen-

tation of the agency’s intended performance for the year.
41

Although greatly improved, the 2000 APP still had its faults. At
this point, the Senate Governmental Affairs Committee began to
work closely with SSA. The committee responded to the 2000 APP
by issuing a letter pointing out “persistent management prob-
lems.”42 As an example, one of SSA’s top management problems
was SSI fraud, abuse, and overpayments which cost taxpayers over
a billion dollars a year. Committee staffers argue that while “SSA
has a goal of zero-tolerance for fraud, [it] seems to cry out for spe-
cific outcome-oriented indicators for reducing SSI fraud and other
areas of overpayment.” SSA responded to these inquiries with a
45-page letter, and followed up with an in-depth meeting with com-
mittee staff detailing how the agency planned to face management
challenges.

Besides addressing planned performance and incorporating
resolutions to management challenges, the 2001 APP revised certain
goals and indicators in the 2000 APP. GPRA allows revisions when
congressional action and/or updated program information materi-
ally affects goals and indicators.43 And because plans are created up
to 18 months in advance, significant revisions are often necessary.
According to Shearin-Jones, “It’s hard to imagine that in a
twelve-month period you wouldn’t have to provide additional clar-
ification about how things have changed and what you are doing to
accommodate those shifts in emphasis as well as outright changes
in direction.” The revised 2000 APP changed one performance ob-
jective, altered three performance indicators, corrected the defini-
tion of three indicators, and adjusted ten performance targets
(reduced three and increased seven).44

Annual Performance Reports

GPRA’s third requirement is for agencies to report on their actual
performance in the previous fiscal year. Here again SSA’s history
has served it well. According to GAO, “SSA was among the first fed-
eral agencies to produce an accountability report” providing a com-
prehensive picture of the agency’s performance.45 The existing
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Accountability Report was a natural place to include the GPRA an-
nual performance report (APR). Combining the two and creating
the new document occurred smoothly because “the groundwork
had been laid many years in advance.”

The Office of Financial Policy and Operations (OFPO) is re-
sponsible for creating the APR, but its role is subtle because it de-
pends on information gathered from every SSA component. Rather
than producing the APR, OFPO “collects the information from the
responsible components and assembles the report.” More than an
annual report, the process of assembling the APR begins when the
agency establishes the goals, objectives, and indicators for the com-
ing year. The needed data are gathered throughout the year in
monthly Commissioner’s Tracking Reports and at quarterly manage-
ment meetings. These reports and meetings are structured around
GPRA’s strategic goals, objectives, and indicators and serve three
critical functions.

First, they provide managers with time-sensitive data that al-
low them to assess and improve program performance. Commis-
sioner Apfel and his executive staff review the monthly tracking
reports to determine SSA’s overall performance, examine the prog-
ress of each performance indicator every month, ask pointed ques-
tions of responsible managers and elicit explanations as to why
goals are not being met, and decide on plans of action based on that
information. The quarterly management meetings bring together
about 80 to 90 managers from across the country, including each of
the 10 regional commissioners, and perform similar functions but
within a larger forum.

Second, the tracking reports, quarterly management meetings,
and the APR ingrain an important source of accountability because
managers are repeatedly “called on the carpet” if they are not meet-
ing their goals. In each case, “executives are often literally put on the
spot” to answer for their performance. More importantly, “because
they know they are going to be held accountable, they stay on top of
these items.” Serious accountability structures have been integral to
SSA’s success.
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And third, the tracking reports and quarterly meetings are es-
sential facets of SSA’s attempts to keep the tenets of GPRA on the
mind of its managers. Simply put, top management places so much
emphasis on the monthly reports, meetings, and the APR that man-
agers cannot escape thinking about performance management on a
daily basis. Congressional staffers hail the quarterly management
meetings specifically as “an example of the fact that the agency as a
whole is paying the right amount of attention to performance man-
agement” and its requirement for successful implementation.

The agency assembles the actual APR by compiling all the per-
formance data gathered in the tracking reports and quarterly man-
agement meetings and devising meaningful narratives for each
indicator. The first part is a simple and straightforward mathemati-
cal task. The narratives are more complex, however. OFPO writes to
each deputy commissioner outlining his or her areas of responsibil-
ity and instructing them on “writing-up” explanations of perfor-
mance. These must be “concise, understandable, plain English”
discussions that shed light on successes and failures and describe
corrective action being taken to improve performance. After receiv-
ing responses, OFPO sets out to make them speak in “one voice.”

As in any large organization, responses on these components
vary. Yet according to the director of the Office of Program Ac-
counting Operations, variations are largely “dependent upon the
goal itself.” For example, when an automated system provides indi-
cator results, there is no doubt about performance levels. Thus, ex-
planations are straightforward. On the other hand, some indicators
are not so easily measured, and in fact may have been changed over
the year to a more useful measure. In these cases, explanations must
not only explain performance but also the reasoning behind any
changes.

SSA has included an APR within its Accountability Report for
the last two years. The 1998 APR, which appeared a year ahead of
the mandated GPRA schedule, addressed the progress of 57 perfor-
mance indicators through a ten-page report.46 Performance was
mixed: where information was available, our calculations show that
SSA achieved about 60 percent of the goals it had set for FY1998. Be-
cause the 1998 APR was not a requirement, neither Congress nor
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GAO provided feedback, although SSA did receive the Certificate
of Excellence for the 1998 Accountability Report of which the APR was
a substantial part.

The 1999 APR was a 23-page document released ahead of every
other agency in November 1999.47 Instead of waiting for every bit of
information, SSA “weighed the benefits of having the information
available to the user early for 93 percent of the indicators. We don’t
think there is much to be gained by delaying the issuance of the re-
port to firm up those numbers.”48 Getting the information out to the
public quickly allows those who wish to evaluate SSA performance
to do so when the data are most relevant.

The 1999 APR reviews the 59 performance indicators set forth
in SSA’s 1999 APP, categorized under its five strategic goals. In ad-
dition to showing actual data and goals for FY1999, the report in-
cludes performance data for the three previous fiscal years.49

Performance results for 1999 were similar to those in 1998: the
agency met 60 percent of the goals set forth in the 1999 APP.50 More
telling is the fact that the agency met or surpassed 1998 performance
levels on 73 percent of the numerical indicators, indicating a favor-
able trend in performance. The APR also provided concise explana-
tions if goals were not met, and included information on what
actions the agency was taking to meet targets in the future.

Assessing Performance Management at SSA

No matter how detailed and well written, strategic plans are mean-
ingless if they are not accepted by managers or fail to improve per-
formance. An interesting question to begin with in examining how
managers at all levels view GPRA and performance management is:
would SSA have implemented performance management initia-
tives had GPRA not been enacted? The answer seems to be that
while such initiatives might not have been implemented to the same
degree, performance management would undoubtedly exist at SSA
today with or without GPRA.

SSA’s history of strategic planning suggests that the agency
was already moving in that direction. But the installment of
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Kenneth Apfel as commissioner also guaranteed a strong role for
performance management. Commissioner Apfel’s mantra, often
cited by agency officials, is that “SSA would be focused on perfor-
mance with or without GPRA. SSA would be focused on results be-
cause it is the right thing to do.” One senior executive noted that
“GPRA has been the driver only in the case of refocusing on out-
comes. There was another trump card. And that is the commis-
sioner and the framework he has established.”

While some make the point that an effective leader is “someone
whose followers do the right things,”51 others argue that a leader
“creates a sense of purpose and of direction, who analyzes and an-
ticipates and inspires his or her people.”52 Commissioner Apfel has
done both by nurturing performance management so it would be
accepted and allowed to flourish. In short, employees buy into
GPRA in large part because of the commissioner. This is explained
by an executive intimately involved in assembling the APR:

You see that there is an Annual Performance Report; and it is all

filled out; and it was done in November. If the Commissioner

didn’t believe that it was important, you would never have it fin-

ished. The fact you get this done, you get it done quickly, and you

have viable reporting, speaks volumes for agency leadership.

Regarding GPRA itself, managers express approval with the
structure linking priorities, goals, and plans to operational activi-
ties. The business-like approach ensures that daily actions contrib-
ute to SSA’s mission, and that the agency anticipates and deals with
problems. The process itself has formalized what SSA does and
“provides a concrete base for both decisions and expectations.” And
this has had a domino effect: the refinement of goals at the national
level has forced regions to refine their goals, and in turn, forced local
offices to refine their goals. In the words of several SSA officials,
GPRA provides a “common understanding of what is expected of
the organization . . . and it lets you know that we are all in it to-
gether.” In short, it “is a tremendous energizer for people in an orga-
nization to have a common understanding of what it is you are
trying to accomplish.”
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Managers also extol the fact that most of the goals and indica-
tors have evolved through management and employee input. Stra-
tegic planning activities at each stage incorporate the results of
employee surveys and discussion/focus groups. Through these
and more informal avenues, SSA elicits responses and opinions on
goals, including what does and what does not work. This has cre-
ated a real sense of ownership and fosters a strong “commitment to-
wards working toward those goals.” And even where people
disagree, resolving this disagreement comes second to meeting as
many of the commitments as possible.

GPRA has also encouraged managers to have discussions that
would never have occurred in the past. While meeting targets re-
main a priority and a hot topic, more discussions center around
whether the targets themselves are actually in the best interest of
customers. And when they fail to benefit customers, managers feel
empowered to suggest alternate targets, goals, and objectives.

A major obstacle to implementing GPRA is the need to spread
its message throughout the agency so that every employee under-
stands its tenets. For an agency as large and as decentralized as SSA,
the challenge is particularly difficult. But managers are pleased
with SSA’s diligence in driving the philosophy of GPRA down in
the agency. According to the director of strategic management, one
of the most important things SSA does is “inculcating the idea of
outcome orientation throughout the agency.” Besides relying on the
commissioner’s tracking reports and quarterly management meet-
ings to spread performance management throughout the agency,
SSA pursues many other avenues to promote awareness and re-
sponsiveness at every level.

At the national level, senior executives — including the direc-
tor of strategic management — travel across the country to discuss
with employees SSA’s mission, goals, and objectives. SSA also fre-
quently updates managers and employees on performance man-
agement initiatives through agency newsletters and bulletins,
e-mail and Internet sites, and interactive videos and
teleconferencing. Every GPRA report is available in hard copy and
on SSA’s Intranet and Internet web sites. In fact, interested employ-
ees can check on the status of each indicator at any time during the
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year and follow up with a contact person to gain answers to any
questions.

SSA has also taken advantage of its decentralized network to
drive GPRA down the organization. Most basic is the fact that
agency goals and objectives are posted in every office. Many re-
gional offices have also created their own strategic plans tying the
values and principles of each region to the national plan. For in-
stance, the Philadelphia region has developed a strategic plan as-
serting that the region is “committed to quality and creativity in
public service.” Developed in the late 1980s, with updates in 1992
and 1998, the plan ensures that “regional strategic goals and objec-
tives reflect the ideas and concerns of employees and align with the
direction set for all of SSA through the Agency Strategic Plan.”53

And like their national counterparts, executives from regional
offices get out into the field. As one regional commissioner puts it:
“You don’t change culture through memos.” By meeting directly
with field office managers, this intra-agency communication fosters
strong commitment at every level to achieve the agency’s goals and
objectives, and disseminates the philosophy of GPRA throughout
the agency. While not every claims representative may be fully
versed in the tenets of GPRA or be able to recite the agency’s strate-
gic goals, he or she knows that his or her duties have an impact on
the agency’s mission.

Another benefit of GPRA, though not yet fully realized, is that
it provides SSA with a better way to operate within a restricted bud-
get framework and climate. Managers are especially excited about
the chance to link performance with budget allocations. The com-
missioner reasons “if you can articulate performance in credible,
quantifiable, measurable terms, it becomes a baseline for making
the case for resources where we really need them.” Hill staffers
agree: “The performance measures are a way for the SSA to identify
where additional funding is necessary and that puts pressure on the
committees.” Managers, unfortunately, widely believe that Con-
gress is standing in the way of this particular principle. Some are
unsure whether Congress will ever fully embrace the tenets of
GPRA. Put simply, they fear that if GPRA does not move “seriously
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into the appropriations and authorizing arenas then it is just going
to gradually go away.”

The November 1999 budget negotiations, which resulted in an
across-the-board budget cut, is a case in point. This
non-performance-related cut demoralized managers and employ-
ees who had devoted their energies to meeting agency goals and ob-
jectives. Because most believed that SSA was spread too thin in
attempting to meet FY1999 goals and objectives, managers and em-
ployees alike felt a tremendous sense of pride in having achieved or
exceeded so many of the goals in that year. Yet managers were
dumbfounded by being “rewarded” with a budget cut. “It was as
though when SSA stepped up to the plate and achieved the level of
success that was required of it, the rules were suddenly changed.”

Yet even in these circumstances GPRA’s tools are quite useful.
“From an agency planning perspective, it’s just going back to the
drawing board and saying for $200 million less, what is it that we
can accomplish?” In such cases, the commissioner must ultimately
make hard decisions, but the GPRA reports provide an outline of
obligations and suggest where cuts can be made. GPRA specifically
empowers SSA to reduce targets or otherwise alter goals to meet
new budget levels — even though such reductions may be distaste-
ful to some in Congress — as long as the agency provides the neces-
sary information supporting such decisions.

Lastly, managers are pleased that accountability is ingrained in
the GPRA process. Experience has taught SSA that accountability is
vitally important in any endeavor. One executive stated that:

The most important part of having any kind of action plan,

goals, or objectives is the actual assignment of responsibility to

an individual. By doing that, somebody actually sits up the en-

tire year and thinks “How am I going to achieve this goal?” The

assignment of a particular person really drives the process.

Executive sponsors, commissioner’s tracking reports, and quarterly
management meetings are all elements of this overall accountability
structure.
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But there are other levels of accountability as well. One individ-
ual is held accountable for actually achieving the targets set by each
indicator. Each deputy commissioner chooses this person, usually
based on his or her position within the agency — an analyst, man-
ager, office director, or team leader depending on the component.
SSA has “tried to make it the most knowledgeable person so that if
you called them, you can actually find out something about the par-
ticular item.” Perhaps the most important aspect of the assignment
of accountability is that it is made explicitly clear in the beginning of
the Fiscal Year. This avoids all confusion as to who is responsible for
what goal.

Day-to-day accountability reaches field office managers, as
they are accountable for the office’s performance on established
measures. In claims offices, managers have transformed these mea-
sures into 21 service-level indicators that are constantly monitored
to ensure that SSA is progressing as planned. Unfortunately, ac-
countability does not extend to front-line employees — thereby fail-
ing to exert a positive effect on individual performance.54

The reason stems from past agreements with employee unions
that prohibit managers from sharing individual-level performance
information with the employee, so they cannot meaningfully re-
ward success, curtail mistakes, and improve performance. Further,
SSA’s annual evaluations are based on a pass/fail system where
“99.9 percent of employees are deemed to be satisfactory.” This
leads to questions of fairness, since the system treats employees of
varying abilities equally. In effect, the evaluations very often re-
ward mediocrity, erode motivation, and fail to promote success.
One “protected” employee wondered, “Why should anyone push
themselves above and beyond when their efforts go unrewarded?”

Even given the lack of true street-level accountability, GPRA
and performance management have become institutionalized
throughout SSA because managers have a sense of ownership re-
garding their goals and objectives, and they are comfortable with
the agency’s attempts to build accountability into almost every facet
of its operations. In their words, GPRA is the “genie out of the bot-
tle” and there is no turning back from an approach that has signifi-
cantly improved the delivery of services to SSA beneficiaries. And
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with the dramatic growth in SSA workloads expected over the next
decade, the performance management process gives the agency a
way to effectively meet the inevitable challenges.

Management Lessons

The story we have told regarding SSA’s success in implementing
GPRA and its performance management tenets is dynamic. While
SSA was already on the path of implementing performance man-
agement prior to GPRA, the law spurred additional efforts. As
GPRA intended, the strategic plan, annual performance plan, and
annual performance report are directly related — and each iteration
of one document helps to improve future versions of all. While SSA
has made some mistakes, the agency has also made substantive im-
provements in managing for results. SSA provides a worthy exam-
ple of how to implement performance management initiatives not
because the agency has achieved some level of perfection, but be-
cause it has fulfilled both the letter and the spirit of GPRA.

Five specific, yet interrelated management lessons emerge from
our case study. Together they provide a guide as to why the Social Se-
curity Administration has had success in implementing GPRA:

1. The importance of leadership from the top: Without stable
and assertive leadership, performance management
is a futile exercise. At SSA, Commissioner Kenneth
Apfel provided a renewed sense of direction with his
enthusiastic acceptance of the tenets of GPRA. By be-
lieving that performance management was the “right
thing to do,” and, more importantly, acting upon that
belief, the commissioner ingrained those tenets into
the very fabric of the agency. In turn, SSA employees
were convinced of the worthiness of the initiatives
and fully embraced GPRA. Future leaders must con-
tinue along the path of enthusiastic support for GPRA
and performance management.

2. The importance of developing strategic partnerships: The
relationship between SSA, Congress, and GAO
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provides an impressive model for implementing per-
formance management initiatives. Other agencies
would benefit from similar interactions with impor-
tant stakeholders. While positive relationships do not
occur overnight nor will they always be free of ten-
sion, the improvements in agency performance and
greater appreciation from Congress make the efforts
worthwhile.

3. The importance of driving performance management

“down the agency”: Given the size and structure of
SSA, ensuring that the overall mission and tenets of
GPRA infiltrate every level of the organization is a
daunting task. Nevertheless, SSA has made a con-
certed effort to do just that. While the task is incom-
plete and perhaps always will be, the agency is
already benefitting from the energizing fact that SSA
employees have a common understanding of what
exactly the agency is trying to accomplish.

4. The importance of meaningful accountability structures:

The “teeth” behind performance management is indi-
vidual responsibility for achieving particular indica-
tors, objectives, and goals. Without accountability,
there is no way to ensure that daily tasks will focus on
achieving the agency’s overall mission. From senior
executive sponsors to field office managers, SSA em-
ployees are “called on the carpet” to explain both
their successes and failures. This is done to ensure
that problems are quickly identified, successes are
noted, and actions are taken to improve service to
beneficiaries.

5. The importance of a “continuous search for improvement”:
The philosophy of GPRA encourages an ongoing
search for better ways to provide services and man-
age programs. SSA managers have embraced the
view that no measure is ever perfect and feel empow-
ered by their ability to offer new ideas and perspec-
tives. Rooted in SSA’s history of reform, this
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“continuous search” keeps focused on its pursuit of
excellence. While excellence may never be attained,
the search ensures sustained progress.

While these lessons learned are not meant to suggest that there is
a “one best way” to implement performance management initiatives,
at the same time, agencies at every level of government would do
well to take note of them and their importance to achieving success
within a very large and complex enterprise. They would undoubt-
edly be helpful to organizations beginning to implement perfor-
mance management avoid some major obstacles, while also enabling
more established agencies to improve existing programs. Managing
and improving performance is truly a journey and not a destination.
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Performance Management: Does It Matter

in the New World of Welfare?

L. Kate Boyer

Catherine Lawrence

with Miriam Wilson

The Government Performance and Results Act of 1993 (GRPA)
continues efforts of “good government” initiatives to im-
prove performance and accountability in government.

Among other things, GPRA seeks to have program management
shift from a focus on processes to a focus on goals and outcomes.
Echoing this emphasis on performance and accountability, federal
legislation passed in 1996 made historic changes to America’s wel-
fare system, a government program widely criticized as poorly de-
signed and serving neither the interests of the public at large nor
citizens receiving aid. The Personal Responsibility and Work Op-
portunity Reconciliation Act of 1996 (PRA) sought, in President
Clinton’s well known phrase, to “end welfare as we know it” by re-
pealing the sixty-year-old entitlement program for cash assistance
(Aid to Families with Dependent Children, or AFDC) and replacing
it with a block grant program characterized by sanctions and life-
time limits on aid (Temporary Assistance for Needy Families, or
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TANF). Prior to 1996, welfare management and federal evalua-
tion of state performance focused on fulfilling administrative re-
quirements.1 Reflecting the purposes of GPRA, the Personal
Responsibility Act added program goals to welfare at the same
time that the legislation gave states more flexibility in program
administration.2

This chapter analyzes the basic assumptions of GPRA by tell-
ing the story of how states have responded to the goal orientation
incorporated in PRA, expressed through measurement of state per-
formance. We base our analysis on research conducted by the Nel-
son A. Rockefeller Institute of Government’s State Capacity Study, a
field study of state and local changes to management and adminis-
trative structures under welfare reform. This research provides
valuable lessons for understanding how and under what conditions
the principles underlying GPRA may play out, at least in the area of
cash programs and services to poor families.

While PRA has achieved partial success in adding a goal orien-
tation to welfare, this success is dependent on the political consen-
sus surrounding given goals, and their attendant performance
measures. States have yet to include broad outcome goals suggested
by PRA. This may be due to the flexibility that TANF allows states in
determining their own measures of success, in spite of federal re-
quirements for states to meet certain performance goals. Some of the
more fully realized instances of performance management, mean-
while, offer insights into the on-the-ground realities of welfare man-
agement in state and county government.

This chapter has four parts. First, we describe the federal per-
formance measures. We then consider which of the measures states
have responded to, which they have not, and why. In part three we
consider some of the more elaborate cases of performance manage-
ment in TANF through a look at Wisconsin, Ohio, and Florida, three
states in the State Capacity sample that have tried to develop their
own systems for performance management. Finally, we consider
the implications for welfare and performance management alike as
the implementation of PRA continues.
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Three Federal Measures

The Personal Responsibility Act not only ended an entitle-
ment-driven welfare program, but also changed the focus of welfare
management and federal-state relationships. Under AFDC, federal
regulations governed welfare processes: the types of agencies that
could administer welfare programs, the notification of applicants
and recipients, how quickly states had to process applications, and
other administrative procedures.3 The PRA eliminated these proce-
dural regulations in favor of giving states greater flexibility in how
they administer and structure their programs. In return, PRA and
the rules promulgated by the U.S. Department of Health and Hu-
man Services (HHS) have specified performance measures by
which to judge states’ performance and success in meeting the goals
of PRA. These measures, which are backed by financial penalties or
rewards and mandate the collection of data on individuals and fam-
ilies served by the states, are as follows:

1. The work participation rates of a state’s welfare case-
load, mitigated by a state’s caseload reduction;

2. A bonus to states which show high performance in
meeting PRA goals as defined each year4, and;

3. A bonus to states that have the greatest reduction in
nonmarital births without any increase in the state
abortion rate.

Chief among these performance measures is the requirement
that states engage historically high proportions of adult heads of
household in at least 30 hours per week of some combination of
eight “work activities.” The work participation rate — the percent-
age of all households who are subject to the work requirements and
meeting them — began at 25 percent in fiscal year 1997 for sin-
gle-parent households and has increased by 5 percentage points
each subsequent year. The required rate will reach a maximum level
of 50 percent in fiscal year 2002. For two-parent households, the par-
ticipation rate began at 75 percent and increased to 90 percent in
1999. Work participation expectations under the earlier JOBS
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program in AFDC were considerably lower, rising to 11 percent of
the caseload for single-parent families at the highest level.5

TANF allows states some flexibility in achieving these work
participation rates by giving them credit for reducing their case-
loads. Caseload reduction credits are based on percentage changes
in caseloads since fiscal year 1995, when case levels reached a his-
toric high in many states.6 This credit has given states more flexibil-
ity in fashioning program goals: they can either engage those on
cash assistance rolls in work activities, they can get people off the
rolls altogether (and presumably into unsubsidized jobs, though
that is not part of the requirement), or they can do both. If states fail
to achieve these target participation rates even after factoring in
caseload reduction credits, the federal government may reduce the
next year’s TANF grant by 5 percent. If the state still fails to achieve
its targets, the penalty increases, rising up to a maximum penalty of
21 percent.7

In contrast to possible penalties related to workforce participa-
tion rates, the high performance bonus in the Personal Responsibil-
ity Act rewards states that are the most successful in achieving
federal program goals, as defined annually. Competition for the bo-
nus money is voluntary on the part of the states. A total of $1 billion
is available for distribution from fiscal year 1999 through 2003; in
1999, the U. S. Department of Health and Human Services awarded
a total of $200 million to 27 states for their performance in 1998. The
awards were based on criteria developed by the Administration for
Children and Families in consultation with the National Governors
Association and the American Public Human Services Association.
The criteria included: the job entry rates for TANF participants and
their success in the workforce (based on job retention and gains in
earnings), as well as each state’s improvement from the previous
fiscal year on both measures. The size of each bonus is tied to state
grants; the award may not exceed five percent of the state’s yearly
TANF block grant. Thus, bonus amounts range widely, from $0.5
million for South Dakota to $45.5 million for California in 1999.

The Personal Responsibility Act seeks to reduce welfare de-
pendence not only by boosting the workforce attachment of partici-
pants, but also by promoting marriage, encouraging the formation
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and maintenance of two-parent families, and reducing
out-of-wedlock pregnancies. The performance measure for PRA’s
family formation goals is the “illegitimacy bonus” to states with
the sharpest decline in out-of-wedlock births. The “illegitimacy ra-
tio” calculates births to unmarried women as a percentage of
births to all women in the state. The states with the greatest de-
crease in nonmarital birth ratios are selected based on annual data
gathered by the U.S. Department of Health and Human Services
and notified that they are potentially eligible for the bonus. Those
top five states may then choose to participate in the bonus contest
by submitting their abortion rates and related information for the
corresponding years; states do not qualify for the bonus if they
show an increase in their abortion rates. The winning states then
share the $100 million equally. Selected states may use the bonus
money as they please as long as they spend it on broadly defined
welfare-related purposes.

A more subtle performance incentive in TANF lies in the
60-month time limit for individual receipt of “assistance,” which
generally means recurring cash grants. The TANF program does
not prohibit states from assisting families beyond the 60-month
limit; they can support those families with non-cash assistance such
as child care and vouchers for basic goods like clothing and hous-
ing. They can also continue to assist families with their own money,
which can count as maintenance-of-effort funding. States therefore
have a financial incentive to get families off cash assistance quickly,
particularly where long-term dependency seems a possibility. Oth-
erwise, states may face public pressure to spend their own money
for families who have “timed out.” In this way, federal time limits
strengthen incentives to minimize caseloads and move families off
cash assistance.

The Effects of Welfare Performance

Goals on State Behavior

What did states do in light of new federal measures of their success?
The performance goals in the federal law did not elicit equally
strong responses among different states. The Rockefeller Institute’s
field research at both the state and local levels reveals that overall,
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the performance targets with the farthest-reaching effects are work
participation and caseload reduction. In contrast, attention to fam-
ily formation and workforce success has been uneven.

Work Participation and Caseload Reduction

States vary a great deal in how they are faring with respect to federal
workforce participation requirements, although to date most states
are meeting the goals (See Figure 1). In the scatter-plot, each dot rep-
resents a state’s performance on caseload reduction credits for sin-
gle-adult households from 1995 to 1999, and work participation
rates in 1999. Nineteen states fell below the horizontal line (labeled
A) that, at 35 percent, represents the 1999 requirement for the work
participation rate. However, the caseload reduction credit allows
states to meet the work participation rate by cutting caseloads: in ef-
fect, it means that states meet these performance requirements if
they are above the diagonal line labeled B. None of the states fell be-
low this level in fiscal year 1999. However, in each of the following
three years, this line will move farther and farther out, until it coin-
cides with line C in fiscal year 2002. States now below that line will
be subject to financial penalties unless their performance im-
proves.8

This comparison illustrates several points regarding TANF
work participation goals. First, states show a wide spread with re-
spect to their performance on the work participation/caseload re-
duction measure. Four states stand out as exceptionally high
performers — these are the outlier states in the upper left-hand cor-
ner of the plot. Two of those states, Wisconsin and Oregon, are na-
tionally known for their welfare reform efforts and have
considerable experience in implementing the reforms, while the
other two, Wyoming and Montana, are small states and likely face
less severe program implementation challenges. The other states
meet the minimum performance requirements, but by a much
smaller margin. States in the lower left-hand side of Figure 1 have
relatively low work participation rates and fairly high caseload re-
duction credits. By contrast, there are many states on the right-hand
side of the figure that show relatively high work participation rates
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and relatively low caseload reductions. Of course, many states fall
in the middle of the figure.

This variation seems to reflect a basic divide among state TANF
programs — one roughly related to state policies and reflected in
state implementation. Figure 1 demonstrates this by distinguishing
between states that fall above or below the median level of monthly
benefits for a family of three with no earnings. States that provide
higher-than-average monthly benefits are indicated as circles, while
those that offer below-average benefits are shown as solid dots. The
figure shows that states providing higher levels of cash assistance
tend to perform better on work participation rates and do not reduce
caseloads as much as other states, while states that offer below-aver-
age levels of cash benefits tend to have lower work participation rates
and show higher than average caseload reductions.

The relationship between welfare benefit levels and different
patterns of program performance is not surprising. In states with
low levels of cash benefits — mostly those in the south and the west-
ern mountain regions — nearly any caregiver who moves into a
full-time job is no longer able to qualify her family for cash assis-
tance. This is less often the case in states with high benefit levels.
Thus, equal success in moving caregivers from unemployment to
full-time (or even near full-time) employment will produce larger
declines in caseloads in low-benefit states. States with high benefits,
on the other hand, have an easier time increasing their work partici-
pation rates. Welfare rolls in high-benefit states are therefore less
likely to be dominated by families with multiple barriers to employ-
ment because families can increase their earnings without losing
their eligibility.

Somewhat less obvious is the importance of this relationship in
structuring states’ approaches to welfare reform. There seems to be
a significant relationship not only between cash benefit levels and
actual state performance but also between both of these factors and
the basic operational goals of state welfare programs. A fundamen-
tal division seems to occur between states that stress work partici-
pation and work placement — with caseload reduction being an
important but subsidiary goal — and those that stress work but also
emphasize caseload reduction as a primary goal.9
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In short, state welfare programs have undergone substantial
changes to include a focus on work. While the work participation
goal has been expressed in distinct ways among state welfare pro-
grams, it has penetrated the state welfare systems with little excep-
tion. These changes are clear, even if it is not possible to separate the
precise effects of the federal performance measures themselves
from other factors in bringing about this change.
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Figure 1
Work Participation Rates and Caseload Reduction Credits

Under TANF, FY 1999

Source: U.S. Department of Health and Human Services. Temporary Assistance for Needy

Families (TANF) Program: Third Annual Report to Congress. Administration for Children
and Families, Office of Planning, Research and Evaluation, August 2000.

Legend
O State with higher-than-average benefit levels.

• State with lower-than-average benefit levels.
Horizontal A: The TANF caseload work participation rate of 35 percent, the

required rate for 1999.
Diagonal B: Combined work participation/caseload reduction performance line

for fiscal year 1999.
Diagonal C: Combined work participation/caseload reduction performance line

for fiscal year 2002.
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The High Performance Bonus

Caseload reductions and work participation numbers have cap-
tured news headlines. However, state activities go beyond such ef-
forts. The high performance bonus in the PRA complements work
participation targets by rewarding state performance on several
specific work-related measures. For FY 1999 and FY 2000, these
measures were job entry and success in the workforce — defined as
job retention and earnings gain. State efforts are not equal in these
two areas, however. Our research to date shows that states did focus
on job entry activities in early efforts to implement TANF. How-
ever, job-entry activities outweigh efforts to increase workforce suc-
cess, although more recent data show some states are beginning to
focus on the latter as well.

Information we collected in late 1997 on thirty state and local
plans for TANF intake processes shows that most include specific
programs that provide upfront support for an applicant to find a
job. Of the thirty plans, twenty-five include an assessment of em-
ployability and an assisted job search within the application pro-
cess. This assistance with job attachment generally occurs later in
the application process; in most locales it is a third or fourth or even
last step, occurring following program orientations and assess-
ments for other services. In contrast, fourteen (a little less than half
of the sites) include a period of unassisted search for unsubsidized
work. This period of independent job search is often the first step in
the application process, prior to and often as a requirement of the
more supported job search programs. Thus, while some states do re-
quire that TANF applicants try a job search on their own, most
states in our sample encourage attachment to the workforce not
only through mandates but also through services such as assess-
ments and job search assistance.

That states are focusing on job entry is not surprising, as such
activities overlap with work participation activities. States are less
consistent in their “workforce success” efforts — helping TANF
participants boost their earnings and keep their jobs. Programs that
focus specifically on job retention did not appear strongly in our
1998 findings, although since then, some states have expanded
these efforts. For example, seven states in our study (Florida, New
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Jersey, Tennessee, Texas, Washington, West Virginia, and Wiscon-
sin) now offer post-employment services. Many of these are rela-
tively new programs — some as recent as 2000 — and are thus in
early stages of implementation.

Other services may indirectly improve job retention, and sev-
eral of these have been recent targets for increased spending. Child
care programs are particularly popular; all states in our sample
have substantially increased spending in this area. Transportation
funding is also a frequently offered support service, in the form of
vouchers for public transportation, driver education courses, and
grants for emergency car repairs.

Efforts to increase the earnings of program participants are
thin. To date, only three states in our sample report the use of a state
earned income tax credit — a program that would make earnings
more “powerful.” Nor have wage subsidies been widely used. Five
states — Florida, Kansas, New York, Wisconsin, and West Virginia
— provide wage subsidies to employers, but it is not clear how this
supports earnings gains for program participants.

The “Illegitimacy Bonus”

In addition to the work-related goals for TANF participants, the
PRA includes a goal related to a state’s population as a whole: the
reduction of nonmarital pregnancies for all women. The related per-
formance measure is connected to a bonus of $100 million to a maxi-
mum of five states that show the greatest decrease in their
“illegitimacy ratio” while at the same time showing a stable or de-
clining abortion rate.

In 1999, the first year the bonus was awarded, 12 states showed
a decrease in their ratio of nonmarital births to all births across the
state. The bonus of $20 million each went to Alabama, California,
the District of Columbia, Massachusetts, and Michigan. The second
year only 6 states showed a decrease in nonmarital births. The top 5
were Alabama, Arizona, the District of Columbia, Illinois, and
Michigan.

188

Quicker, Better, Cheaper?

Managing Performance in American Government



While the bonus winners all show a decline in their nonmarital
births, these states have rather different overall rates of nonmarital
pregnancy. For example, although Washington, DC showed some
of the greatest declines (-3.7 percent in the first year and -4.1 in the
second), it also has the furthest to go: nonmarital births make up
close to 65 percent of all births in the District. Fellow 1999 bonus re-
cipient Massachusetts, in contrast, is well below the national aver-
age of 32 percent; its nonmarital birth rate for the 1999 bonus was
25.8 percent — a drop of 1.5 percent in two years. Still, the rate in
Massachusetts was above that of many other states. The states with
national lows for nonmarital pregnancy — Utah at 16.4 percent,
Idaho at 21.0 percent, and New Hampshire at 23.6 percent — all
showed increases in their nonmarital birth rates of 2 percentage
points or less.

Although most states expressed interest in the bonus funds,
they do not seem to be dedicating considerable resources towards
reducing nonmarital pregnancy, especially compared to TANF’s
work-related goals.10 This lack of activity may stem in part from the
fact that states are currently engaged in several related prevention
efforts, such as Title XX abstinence programs for teens, Title X fam-
ily planning programs for adult women, and HIV prevention efforts
in many communities. The PRA’s goal of preventing nonmarital
pregnancies is only one of many attempts to address pregnancy pre-
vention across several populations.

The paucity of pregnancy prevention data in our field study
may be because this activity is intermittent and localized. Unlike
welfare cash assistance programs, most states in the study’s sample
have a decentralized system for pregnancy prevention pol-
icymaking and service delivery. For example, in both New York and
New Jersey as many as five distinct entities play an important role
in making policy decisions for pregnancy prevention.11 State re-
searchers also found a high degree of devolution in this area; state
and local governments across the sample share responsibility for
making and implementing decisions, as well as delivering actual
services. Decentralization may inhibit implementation of a system-
atic statewide effort to reduce nonmarital births, but encourage lo-
cal program efforts.
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The 1996 federal welfare legislation includes all nonmarital
births in its reduction goal; most states, however, have focused new
efforts primarily on reducing births to adolescent females. Pro-
grams that address the issue among adults and men do exist, but
they are in the minority. This is interesting in light of the fact that
births to teens account for less than one-third of all nonmarital
births. Furthermore, of all teen births, close to 25 percent are to mar-
ried teens.12 Teen birth rates have also declined recently and may
account for even fewer nonmarital births. Thus, state programs re-
flect not the federal goals, but their own pregnancy prevention ob-
jectives.

The limited inclusion of nonmarital birth goals in state activity
is also reflected in the performance measures states themselves are
using. Only two states in the sample have established a measure
connected to county performance in reducing nonmarital pregnan-
cies. In Arizona, the EMPOWER program maintains eight perfor-
mance measures, including the rate of additional births to adult
recipient mothers and to teen recipient mothers. Ohio divides a
small pot of incentive money ($1 million) among the best perform-
ing counties in reducing out-of-wedlock births. Florida initiated
performance indicators for local WAGES coalitions for reducing
teen pregnancy and nonmarital births, but these measures were
never implemented.13

State Elaboration of

Performance Management

In view of states’ greater fiscal flexibility and decisionmaking
power over program design, their responses to federal performance
measures are only part of the story. Some states have used federal
measures as a point of departure for more elaborate systems of pro-
gram management. This section examines some of the more com-
prehensive efforts to measure program success, with special
consideration of Ohio, Wisconsin, and Florida, three states where
performance management has been taken farthest. To understand
how different levels of administration are linked on questions of
performance measurement, we also examine two counties in Ohio,
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where performance measures are determined jointly by counties
and the state.

These cases reveal the nuances, potential results, and complica-
tions which can arise from the use of performance management in
social programs characterized by devolution and flexibility. We
find a high degree of variation in how states define program suc-
cess, as well as variation in the institutional structures responsible
for pursuing performance management. Even in states with more
fully developed systems of performance management, evaluating
the degree to which welfare systems are achieving their goals re-
mains challenging.

State Variability in Defining Success for Counties

In spite of the importance of federal performance standards in shap-
ing state measures, we also find states tailoring their management
systems to reflect state-specific programming. Data collected on
seventeen of the states included in the State Capacity Study reveal a
total of 26 different measures, only one of which is required by the
federal government (workforce participation rates). Taken together
these measures fall into five substantive areas: client employment
and wages, client participation in TANF programs, provision of
work-support services, measures pertaining to family formation,
and measures relating directly to program administration.

The measures that receive the most attention generally relate to
employment, reflecting the strong emphasis on work under TANF.
Nine of the seventeen states measured county rates of job retention
and four measured earnings gains, both of which are used to calcu-
late the high performance bonus. Six states measured earnings at
job placement, also relating to employment but not required for the
high performance bonus. Five states measured clients’ full engage-
ment in appropriate activities, while four more measured error
rates in reporting information, reflecting the continuation of atten-
tion to processes found under AFDC.

Whereas states are relying on county-level performance mea-
sures to track work participation and wages, we do not see the same
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degree of institutional attention given to monitoring work-support
programs. Only two states, Kansas and West Virginia, measure
county-level performance on food-stamp take-up rates, and only
three, Kansas, Florida, and Wisconsin, use measures relating to
health insurance benefits. Measures of child support, prenatal care,
child protective services, and drug and alcohol programs are used
in only one or two states each. In the words of one Florida adminis-
trator, state initiatives to use work-support services to evaluate
TANF program performance are still in an “embryonic” stage.14

A Cascade of Interpretation

In Wisconsin, federal performance measures serve as the basis for
state measures, though past experience and state-specific program
goals were also taken into consideration in their drafting. Beginning
in January 2000, Wisconsin implemented six mandatory goals for
local-level TANF contracts running through December 2001. These
are: employment placement rate, average wage rate, job retention
rate, availability of employer health insurance benefits, levels of en-
gagement in appropriate activities, and level of engagement in basic
educational activities (See Table 1). Wisconsin also offers two op-
tional “bonus” measures: one for the use of faith-based contracts
and another if fifty percent of the TANF caseload attains job skills.
Low performing local service providers in Wisconsin are subject to
sanctions in the form of contract cancellation or a “failure to serve”
penalty, which carries with it a $5,000 fine. In an interesting reversal
of strictly top-down performance management, the “failure to
serve” penalty can be levied by a client as well as by the state.

Wisconsin’s system for measuring performance is remarkably
quantified and relatively complex. There are three possible levels of
achievement for each mandatory measure, one mandatory level
and two bonus levels. Each reflects different levels of achievement,
and triggers a different bonus amount. In addition, service provid-
ers may also “use” performance in the optional bonus measures to
“upgrade” one first bonus level to a second bonus level in the man-
datory measures. Given the higher levels of attention paid to the
more quantified performance measures, it will be interesting to see
if Wisconsin’s system achieves equivalent success.
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Performance measures in Florida also echo federal perfor-
mance standards and measures for the high performance bonus,
which Florida received in 1998. As of the Fall of 2000, Florida used
six measures to manage and evaluate performance in TANF con-
tracts: work participation rates, case closures, recidivism, earnings
at placement, employment retention, and earnings gain (see Table
1).15 Florida is also moving toward a bonus system. As a result of
Act 2050, passed in the summer of 2000, ten percent of the amount of
TANF contracts in Florida is to be awarded to high-performing ven-
dors. In an interesting expression of second-order devolution, crite-
ria for the high-performance bonus will be determined not by the
state, but by the twenty-four regional offices instituted under
Florida’s welfare administration. (Work And Gain Economic Self
Sufficiency or WAGES).16 Although local service providers admin-
ister TANF contracts, vendor payments pass through these regional
offices, as will bonuses.17 At this time, no system of penalties has
been established.

193

Performance Management:

Does It Matter in the New World of Welfare?

Table 1
Performance Measures in Wisconsin, Florida and Ohio

Performance

Measure

Wisconsin Florida Ohio*

Caseload
Reduction

Case closures
Recidivism

Caseload
reduction

Work
Engagement

Engagement in
appropriate
activities

Work
participation rates

Family work
participation rate

Educational
Engagement

Basic educational
activities

Job Placement Employment
placement rate
Average wage-
rate

Earnings at
placement

Jobs,
Post-placement

Job retention rate
Availability of
employer health
insurance benefits

Employment
retention,
Earnings gain

Family Formation Reduction of out-
of-wedlock births

Administrative
costs

Administrative
savings

* Measures serve as a baseline for state-county agreements



Ohio presents another variation on second-order devolu-
tion. In this state, mandatory performance levels are determined
jointly by each of the 88 counties and the state. These standards
are formalized into partnership agreements, which are used to
evaluate the performance of individual counties.18 Partnership
agreements are intended to identify county goals and objectives
and outline specific strategies that the county will employ to
achieve its results.19 Baseline measures include work participa-
tion rates, out-of-wedlock birth rates, and participation in
workforce development activities, but essentially counties are
given freedom to create programs that meet local needs. Ohio
also allocates bonus money to counties with the largest increases
in work participation rates and those with the greatest reduction
in out-of-wedlock pregnancies (see Table 1).20

In theory, the state passes down federal sanctions to counties
that do not meet their own standards on a proportional basis.21

However, there is no history of the state sharing any sanction with
county governments, and the political nature of county governance
in Ohio makes this unlikely to happen.

Ohio also rewards counties for controlling administrative
expenses. Unlike in the past, when counties had to return un-
spent administrative funds to the state’s general revenue fund at
the end of the fiscal year, counties are now allowed to retain 50
percent of the savings in administrative costs up to a maximum of
$15 million. It is hoped that this bonus program will encourage
county innovation. The state has also recently created a $300 mil-
lion fund (Prevention, Retention, and Contingency — Develop-
ment Reserve) from surplus TANF funds to encourage counties
to develop creative programs to help individuals meet their
goals. To receive these funds, counties submit contract proposals
to the state for programs that will help them serve their clients in
innovative and creative ways. The state hopes that incentive pro-
grams like these will allow counties enough flexibility to develop
new programs.
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The Role of Administrative Structures

The course of performance management is shaped by each state’s
administrative structure. Salient differences among states include
the number of administrative levels involved in TANF administra-
tion, the degree of competition between local offices, and the degree
to which a state outsources social service provision to the private
sector. Wisconsin offers an example of a highly privatized system.
County agencies compete against both nonprofit providers and pri-
vate companies for TANF contracts. In Ohio, administrative rela-
tions between local-level service providers and the state have been
modeled on a service-retail business model.22

Following the success of Wendy’s, a fast-food chain based in
that state, Ohio has conceptualized local-level TANF service pro-
viders as franchises, with the state acting as the headquarters. Each
of Ohio’s 88 counties is assigned to one of 10 geographically based
regions, and each region has an account manager who serves as the
“coach” or liaison between the state and counties. In an effort to ex-
pand the resources available for clients, counties are also encour-
aged to incorporate community organizations into their overall
welfare reform strategy. As a result, the number of county contracts
with nongovernmental agencies has significantly increased. In
Florida, legislation spurred by welfare reform led to the merging of
several related departments and the creation of 24 regional boards
responsible for administering social services. As in Ohio, local
boards are encouraged to develop public-private partnerships. In
Florida, welfare services are provided by vendors, constituting a
separate administrative level below local boards.

In addition to relying increasingly on private-sector service
providers, states are using performance-based contracts. In Wiscon-
sin, counties that attain basic levels in all six mandatory measures
are given the “right of first selection” for TANF contracts, before
nongovernmental providers can submit bids. Within Wisconsin’s
system of welfare provision, the contract itself can be seen as a bo-
nus. As of yet the state has not cancelled any contracts due to low
performance, but administrators report that threats to do so have
proven effective in getting local providers to comply.23 With pro-
viders having already survived one round of competition to win the
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right of first selection in the first place, it is not surprising that sanc-
tions are used only as a last resort.

Ohio, which has replicated the federal-state TANF funding
structure by giving welfare-specific funds to county offices as a
block-grant, presents a somewhat different picture. In contrast to
Wisconsin, contract granting in Ohio is triggered by the successful
negotiation of performance measures, determined jointly by county
and state, with input from community organizations. Partnership
agreements between the Ohio Department of Job and Family Ser-
vices and each of the 88 counties are now complete, the process hav-
ing taken three years.24 The state monitors county performance
primarily through two computerized systems, the Client Registry
Information System — Enhanced (CRIS-E) and the Family and
Children’s Services Information System (FACSIS).25 These data sys-
tems are used by each caseworker to record information on every
client served by the human service system. The state provides
monthly feedback to each county through reports generated by the
systems.

To supplement the partnership agreements, Ohio’s Office of
Research, Assessment, and Accountability produces reports com-
paring counties’ performance in ten different areas: food stamp
payment accuracy, families facing cutoff, caseload reduction, work
participation rate, family participation rate, Early Start enrollment,
Healthy Start participation, paternity establishment, child support
orders, foster child placement, and finalized adoption. Though not
used to determine awards or sanctions, this document serves as a
“report card” by which each county can compare its performance
against that of the other 87 counties.

Performance Management in

TANF at the Local Level

Thus far we have examined states’ responses to performance man-
agement from the federal level, and, in turn, how states have sought
to manage performance at the county level. To complete our analy-
sis of administrative change, we consider how performance man-
agement works at the local level. A brief look at performance
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management in two Ohio counties — Cuyahoga County, which in-
cludes Cleveland, and Hamilton County, which includes Cincinnati
— tells a somewhat different story. Our research illustrates much
flexibility and variation in the degree to which counties are manag-
ing for performance in vendor contracts.

Counties in Ohio vary in their sophistication and use of outside
contracts. Cuyahoga County is the state’s most populous county
and has the largest welfare caseload. Data from this county suggest
that over the past four years, as the characteristics of welfare
“stayers” have changed, vendor contracting has changed in re-
sponse. Prior to welfare reform, vendor contracts followed a
three-stage fixed payment schedule based on success with clients.
Vendors received approximately one-third of contract payment
upon client placement, the second third upon client remaining in
the job for 30 days, and the final third after 90 days. Over the past
few years, counties have been encouraged to “manage to perfor-
mance” in vendor contracting, just as the characteristics of welfare
caseloads were also changing dramatically. The first clients to suc-
cessfully transition from welfare to work have been those with the
highest levels of job readiness, unhindered by significant barriers to
employment such as physical or mental illness, or the primary re-
sponsibility for caring for a child (or children) with severe physical
or mental illness.26

As the TANF client base has changed, so has the job of provid-
ing services. This has important implications for performance man-
agement. County officials felt that if changes in the contract process
did not reflect the difficulty of the task, providers would go out of
business or bids on county contracts would decrease. Some counties
may not be managing for performance at all but rather simply try-
ing to keep service providers from pulling out. Cuyahoga County
has modified vendor contracts twice since the passage of welfare re-
form, both times to release more money earlier.27 The most recent
round of contracts allows vendors to obtain approximately half
their fee upon referral to cover costs of skill assessment, skill devel-
opment, and job search assistance. When the client enters the job
market, the vendor receives an additional 30 percent payment to as-
sist with job placement and follow-up for 30 days. The final 20
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percent payment can be requisitioned after the client records 90
days of job experience.

Hamilton County offers a different story. This county devel-
oped a strong network of community service providers early in the
welfare reform process, and has drawn on this network in contract-
ing for services. As in Cuyahoga County, nongovernmental service
providers are paid in installments after they meet specific
benchmarks. Vendors receive only $500 upon client referral and ad-
ditional amounts after meeting contracted goals (for example, after
the client has been employed for three and then six months). Some
contracts provide for additional payments to vendors if clients
achieve interim goals such as making and keeping mental health
appointments.

If vendors meet contract goals in a cost effective way they real-
ize a bonus; if they do not meet agreed goals, they must repay fees.
The county also monitors service quality and customer satisfaction.
Hamilton County also uses performance management for internal
assessment and allocating employee salary bonuses. Employee and
management teams agree on eight performance objectives. The un-
ion negotiates regular pay increases for employees, but twice a year
employees who meet or exceed preset objectives are given bonuses.

Patterns, Themes, and Implications

At this juncture, states are in the midst of a steep learning curve re-
garding performance management. State and local welfare systems
have added a new emphasis on achieving performance goals, spe-
cifically, work participation rates and caseload reductions, which
are central measures of performance in the Personal Responsibility
Act. States have sought to meet these goals by front-loading work
requirements, moving people into job search activities as quickly as
possible, enforcing work requirements with sanctions, assigning
new responsibilities to workforce development agencies, and, in
some cases, providing work-support services at much higher levels
than before.
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In contrast, family formation goals have not received as much
attention in the new welfare systems, and we find few measures or
programs pertaining to marriage and out-of-wedlock pregnancies.
Likewise, the more elaborate high performance bonus measures
have not received the same emphasis as work participation rates
and caseload reductions. A few states, such as Wisconsin, Ohio, and
Florida, are beginning to move in this direction, but they are excep-
tions rather than the rule. Even these states have only just begun to
implement more comprehensive systems of program measurement.

What lessons does this story have for those who care about the
Government Performance and Results Act as well as the effective-
ness of performance management? Performance management has
made an impact on welfare administration and service provision,
but it has not done so uniformly. Measures that have been imple-
mented by states differ from those that have not in several ways: by
the characteristics of the measures themselves, by the political con-
text in which they were selected, and by the process through which
they came to be goals. Requisite factors for performance measures
to receive widespread attention by the states can be summarized as
measures that reflect goals with broad political support and are
closely tied to program functioning.

Measures That Reflect Goals with

Broad Political Support

In order to implement a goal-oriented strategy, there must first be
agreement on the goals. One clear difference between work goals
and family formation goals is the degree of consensus around each
one. There has long been public agreement that able-bodied adults
should work, and now that the majority of women with children,
even young children, are participating in the paid economy, this
consensus applies to women who are welfare recipients as well.28

Nathan and Gais found both broad and high-level political support
for the work goals of PRA in states’ legislative debates over their
welfare reforms.29 This political agreement was strengthened
through federal-state interactions that took place in the early and
mid-1990s.
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The 1996 federal law largely ratified initiatives that states be-
gan to develop in the early 1990s under AFDC waivers. These ac-
tivities included such policy ideas as family caps, work
requirements, and time limits. Through state-level experimenta-
tion under waivers, the federal government already knew what
states wanted to do and could act accordingly in developing the
1996 legislation. In turn, as each state designed its own program to
comply with the PRA, it expressed its own interpretations of the
federal law and its goals. This interactive process involved gover-
nors, legislators, and welfare commissioners, thereby strengthen-
ing political signals to welfare bureaucracies that the new
work-related goals were important. The development of the law
also increased states’ sense of ownership of the programs and re-
sponsibility for their success.

In contrast, family formation goals were not included in this
state-to-federal ratification, but rather added by federal initiative.
While some states did include family formation features such as
family caps, this was not widespread under waivers. The top-down
nature of including marriage and nonmarital birth reduction goals
did not inspire the same degree of state action. Far from reflecting
political consensus, these goals have the potential for divisiveness;
in one state, pregnancy prevention goals, which were formed over a
three-year period by a statewide task force, provoked such contro-
versy that they have not been implemented.

Political contexts are not static. As implementation efforts ma-
ture and if state economies remain sufficiently stable, states may in-
clude more family formation activity in their welfare planning.
Although we are still collecting this data, the most recent informa-
tion from the field shows some activity where earlier there was
none, and several states show increases in spending on pregnancy
prevention in FY 2000.

Measures Closely Tied to Program Functioning

The program measures with greatest implementation success are
those over which program personnel have control, at least theoreti-
cally, on a day-to-day basis. In contrast to out-of-wedlock birth
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rates, program managers have a measure of control over caseloads
and work participation activities. States and counties not only con-
trol program and eligibility rules but also design the administrative
processes that communicate expectations to participants and collect
information on their activities. The nonmarital birth ratio, on the
other hand, measures a social trend rather than a specific program
effort. The PRA’s illegitimacy goal applies to all births in the popu-
lation, not just births to families on welfare or at risk of being there,
and it does not break out teen births from births to adult women.
This measure goes well beyond the boundaries, and control, of the
welfare system. A hypothetical argument illustrates: if births to
married couples are declining, the nonmarital birth rate will in-
crease even if the actual number of these births is stable, or if it is de-
clining at a rate less than the decline of marital births. In other
words, the bonus could reward states simply because the birth rate
of married couples happens to grow.

Measures relating to illegitimacy are further complicated by
the difficulty of gauging successful effort; measuring the prevention

of an event is an elusive task. In some sense, prevention programs
have no bottom line for total effort or cost — theoretically, more ef-
fort and funding only makes them better. The states that won the
bonuses, interestingly, did not necessarily spend the most on pre-
venting pregnancy among one population of unmarried women of
childbearing age: teens.30

Lack of activity around this measure is understandable; the
motivation for states to dedicate resources to decreasing nonmarital
births is small because success is uncertain. States may be inter-
ested, but they may also recognize how difficult it is to influence fer-
tility and marriage trends through a welfare program. There is
furthermore little agreement in the research community on the best
way to reduce unplanned pregnancies. Efforts to prevent
nonmarital births, especially among teens, may be a popular pro-
gram choice while states have surplus funds, it may even be a good
long-term investment of state and local resources, but it is a risky in-
vestment for winning federal bonus money.
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Issues in State Implementation of

Performance Management

Underlying commonalities in which measures receive attention and
which do not, we find variation in how program management oper-
ates on the ground. The three states considered here differ in how
performance management has been implemented, as well as the de-
gree to which it has been implemented. Their experiences raise ad-
ditional questions regarding the administration of performance
management in TANF across different regions within a state. Local
history and political and administrative cultures may differ greatly
from county to county within a state, and one might reasonably ask
how these disparities influence the implementation of performance
measures between local areas. On a related note, how are
intra-county population differences accounted for in regard to per-
formance measures? For example, where performance is measured
by change in the TANF population, might figures for sparsely pop-
ulated counties be skewed? A common challenge in program imple-
mentation is that of data reporting and tracking. Performance
management requires transmitting data among different adminis-
trative levels; the degree to which these principles can be imple-
mented depends on the efficacy of the information management
system. States have had to enhance their information management
systems to meet these needs, as well as address issues of human er-
ror in data reporting.

Research from the State Capacity Study also suggests differ-
ences in how performance management is viewed between state
and local administrative levels. In several cases, local-level adminis-
trators reported that performance management seemed more use-
ful for state-level administrators in tracking the performance of
local offices than it was for local offices in improving their perfor-
mance. In Wisconsin and Ohio, local offices report cynicism regard-
ing the likelihood of receiving bonuses given an overall reduction of
TANF funds.31

The application of performance management principles to
TANF administration also reflects widely divergent management
approaches. One way to think of these differences is in terms of the
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degree to which they echo management practices in the business
world. Wisconsin has gone a considerable distance toward re-fitting
its social service administration to a model of “free-market” compe-
tition. In contrast, Ohio’s state and local programs are conceptual-
ized as one “company” working cooperatively toward the same
goal, with counties conceptualized as franchises. If bonuses are con-
ceived of as profit, it is not surprising that Wisconsin has established
the most comprehensive system for their allocation. If this is so, then
performance management may not function so much as a means to
change management culture, but rather as a means of amplifying it.

Conclusion

Research from the State Capacity Study provides a critique of
GPRA’s underlying assumptions. Yes, performance management is
possible — it is even possible to transform a welfare system that fo-
cused almost exclusively on processes into one that puts much
greater emphasis on certain goals. But this transformation has oc-
curred under a particular set of political and administrative circum-
stances. The focus on reducing welfare dependency reflects not just
political agreement on the goal but also its link to measures that pro-
gram personnel can actually affect. These characteristics apply to
caseload reduction and workforce participation, but not to saving
marriages or preventing single parent families, which engender po-
litical divisiveness and are at best only weakly connected to specific
programs. Yet GPRA strives to implement performance manage-
ment in a wide range of agencies and programs, regardless of politi-
cal context. Rather than wholesale attempts to direct agencies
toward performance management, it may make more sense to im-
plement measurable goals more selectively, depending on political
constraints.

Performance management occurs during an era of widespread
downward shifts in decisionmaking power in American federalism.
This context of devolution offers the potential for state-level pol-
icymakers to take more control, and responsibility, for program out-
comes. In such an environment, states also face substantive and
challenging issues regarding what performance management ulti-
mately accomplishes and whom these practices serve. For example,
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work participation rates, while politically popular and attractive in
their neatly quantifiable results, do not tell us if poor families are ac-
tually achieving financial independence, or what states are doing to
help welfare leavers survive in low-wage, no-benefit jobs. The
adoption of measures that would provide a more comprehensive
picture — such as tracking the degree to which Medicaid, food
stamps, and child care are reaching eligible populations — has been
slower and less widespread.32 Such broader assessments call for the
expansion of not only measures but also the population that is mea-
sured. An inclusive look would collect information from people on
welfare, on the working poor, and on those who have disappeared
from the system. Some states are moving in this direction, but the
speed and vigor with which states choose to attend to these indica-
tors remains an open question.
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Federalism and
Performance Management:

Health Insurance, Food Stamps,
and the Take-Up Challenge

James Fossett, Thomas Gais,

and Frank J. Thompson

T
he Government Performance and Results Act of 1993 (GPRA)
paid scant attention to federalism — a fundamental feature of
the American political system that profoundly shapes pro-

gram implementation. But although GPRA slighted the propensity
of the national government to rely on states and localities to admin-
ister its programs, the Clinton administration did take notice. The
administration’s reinvention initiative, the National Performance
Review, envisioned a performance-driven model of intergovern-
mental management, with the national government as a strong
player. As two top staff members from the White House Domestic
Council observed soon after the Clinton administration took office:
“In return for federal support, the federal government should craft
and enforce rigorous performance standards that measure state and
local progress toward national goals — standards that replace bu-
reaucratic micro-management of inputs and processes” (Galston
and Tibbetts 1994: 24). At least some state officials reacted warmly
to the promise of intergovernmental arrangements focused on the
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bottom line, with some seeing it as the handmaiden of devolution. A
Virginia administrator told a congressional committee in 1996 (U.S.
House Committee on Government Reform 1996: 44):

Performance measures at the Federal Level may be used to sup-

port the turning back of responsibilities to States. As Congress is

looking to transfer more programs to the States, State govern-

ments are looking for more flexibility in administering the pro-

grams. Performance measures can be used to maintain

accountability in these programs, even as strict mandates are be-

ing rolled back.

Proclaiming the virtues of mission-driven federalism is, of
course, one thing, and success in implementing it quite another. In-
tergovernmental arrangements complicate virtually all aspects of
performance management — agreement on key goals, the develop-
ment of indicators, the timely collection of pertinent and valid per-
formance data, the interpretation of these data, the implementation
of an incentive system (e.g., rewards for strong performers), and
more. Analysts note that principal-agent issues commonly surface
under federalism as states pursue goals that conflict with those pre-
ferred or even mandated by national officials (e.g., Barnow 2000:
121). But as “sovereign governments” in the constitutional structure
of the United States, state officials object to being thought of as
agents of federal principals. Recognizing this power reality, the Na-
tional Performance Review (1995: 35-37) emphasized to federal offi-
cials that in dealing with the states they should “negotiate, not
dictate” and strive for performance partnerships. By the end of the
decade, the federal government had made modest headway in forg-
ing these partnerships.

This chapter explores a particular kind of effort at performance
management in the intergovernmental context — one rooted in at-
tempts at informal leadership by federal officials. Specifically, it fo-
cuses on an initiative by top federal actors to elevate the significance
of a particular performance measure — enhanced take-up in
safety-net programs aimed at meeting the nutritional and health in-
surance needs of low-income families.
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We use the term “informal” in a special sense. The national
government’s efforts to foster performance management become
more formal to the degree that policymakers etch pertinent require-
ments into statutes or the code of federal regulations. As Boyer and
associates document elsewhere in this volume, the welfare reform
act of 1996 contained several provisions setting specific perfor-
mance targets for states, with bonuses attached for meeting these
targets and penalties imposed for missing them. However, the stat-
utes and regulations for the programs we examine in this chapter —
food stamps, Medicaid, and the State Children’s Health Insurance
Program (CHIP) — feature few such provisions. But they do repre-
sent cases where the president and other top federal officials strove
to send strong signals to the states and others to prioritize efforts to
boost enrollments and participation rates in these programs. The
cases thereby cast some light on the potential and limits of informal
federal leadership in elevating the importance of a performance in-
dicator for states and localities.

The federal initiative to foster enrollments for food stamps,
Medicaid, and CHIP can appropriately be seen as an important
companion to the Personal Responsibility and Work Opportunity
Reconciliation Act of 1996 (hereafter referred to as the Personal Re-
sponsibility Act). The new welfare law established Temporary As-
sistance to Needy Families (or TANF), which emphasized putting
the needy to work, time limits on the receipt of benefits, and case-
load reduction. The work-first philosophy of TANF has substan-
tially penetrated welfare bureaucracies, but the elements associated
with it have not so much dislodged the program in place prior to
1996 — Aid to Families with Dependent Children, or AFDC — as
they have augmented its procedures, activities, and goals. Although
states have used the discretion TANF provides to pursue multiple
goals, they have generally followed one of two main avenues. One
stresses the importance of work and reducing caseloads; the other
places a premium on employment and work-related activities but
not, per se, on shrinking TANF rolls (Gais et al. 2000). Whatever the
emphasis, most states experienced sharp declines in caseloads dur-
ing the late 1990s.

As federal and state policymakers moved to this policy of
“tough love” with respect to cash assistance, however, they shied

209

Federalism and Performance Management:
Health Insurance, Food Stamps, and the Take-Up Challenge



away from shredding other parts of the safety net. In fact, they went
out of their way to delink cash assistance from eligibility for health
insurance provided by Medicaid and CHIP and, to a lesser degree,
food stamps. Hence, low-income working families who were no
longer receiving welfare payments or had never received them be-
came an increasingly salient target for non-cash benefits. By the late
1990s, top federal officials had adopted a proactive stance toward
enhancing enrollments in these programs. In doing so, many of
these officials at least implicitly paid homage not only to enrollment
data but to a somewhat more complex performance indicator —
take-up rates (also called participation rates). This rate refers to the
percentage of individuals in a given territory who meet the formal
criteria to participate in a safety-net program, such as with respect
to income and assets, who actually are enrolled for benefits. In the
case of health insurance for children, achieving a high take-up rate
became an objective that the president personally endorsed and re-
peatedly emphasized. The federal commitment to higher participa-
tion rates was less dramatic in the case of food stamps, but by the
end of the decade national officials and advocacy groups had begun
to express concern about the importance of this performance mea-
sure.

In attempting to elevate the salience of enrollment goals for
health insurance and food stamps, federal officials faced many chal-
lenges. Lacking a clear statutory foundation for their exercise, their
success depended all the more heavily on the power of persuasion
— on convincing states that take-up was an objective worth empha-
sizing. Federal prospects also revolved around the degree to which
willing states acquired the capacity to design and implement strate-
gies and systems that would in fact facilitate robust participation
rates. National officials therefore faced pressing questions of how to
provide technical assistance and, more generally, to build state and
local capacity. In seeking to bolster state commitment and capacity
with respect to take-up, these officials faced the distinct possibility
that spillover from welfare reform would complicate their task.

Dissonant spillover arises when implementing agents working
in the same general policy sphere (e.g., providing various safety-net
benefits to low-income people) are expected to pursue conflicting
objectives, depending on the particular program and benefit
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involved. This prospect loomed especially large in the case of TANF
programs that emphasize caseload reduction and diverting people
from signing up for cash assistance through such tactics as lump
sum payments or job search requirements. As of 1998, 31 states had
endorsed some form of diversion activity (Maloy et al. 1998). In this
context, local welfare offices face conflicting imperatives to build
barriers to enrollment on one front (cash assistance) while encour-
aging take-up on others (Medicaid and food stamps). The adminis-
trative difficulties involved in implementing these conflicting goals
may well be substantial. Of course, not all states and localities em-
phasize diversion and caseload reduction for TANF, but even in
these instances dissonant program spillover may well leave its
mark. The culture of the TANF program, like that of its predecessor,
AFDC, has not stressed vigorous marketing or other forms of out-
reach. Nor has it valued efforts to make eligibility intake and
redetermination processes user friendly for low-income individu-
als. To the degree, therefore, that those involved in administering
cash assistance also play a role in operating food stamps and health
insurance, barriers to take-up rooted in inertia and organizational
culture may well be formidable.

The next two sections of this chapter more fully describe enroll-
ment challenges in health insurance and food stamps. We then exam-
ine the implications of these cases for a more general understanding
of centrally driven efforts to foster performance management within
the context of American federalism. In doing so we consider steps
that might enhance participation rates in these safety-net programs,
that would incline states to become more committed to take-up objec-
tives, that might enlarge the capacity of states to spur enrollments,
and that would improve prospects for more transparent performance
measurement in this sphere. A concluding section assays the poten-
tial and limits of an informal performance approach, and considers
whether alternatives to either informal or formal performance man-
agement might also galvanize take up.

Health Insurance: Promises Expand

During the 1990s, the federal government sent an array of signals
that it wanted states to increase the enrollment of low-income
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children and their mothers in Medicaid and related health insur-
ance programs. Established in 1965, Medicaid is a jointly funded
federal-state entitlement program to provide health insurance.
Nondisabled mothers and children typically comprise about
two-thirds of Medicaid enrollees while accounting for one-third of
the program’s costs. Medicaid eligibility among this group had long
been linked to the receipt of AFDC, although states could choose to
cover those not on cash assistance through several methods. Over
the last 15 years, Congress expanded coverage for pregnant women
and children to income levels well above AFDC income limits and
gave states the option of increasing coverage even further. Of partic-
ular note, mandates approved in 1989 and 1990 required states par-
ticipating in Medicaid to insure pregnant women and children
under age six in families with income up to 133 percent of poverty.
The mandates also stipulated that states gradually extend Medicaid
coverage to all uninsured children under 19 from poor families by
2002.

The Personal Responsibility Act fueled this delinkage of
Medicaid from cash assistance by instituting several provisions to
preserve and even expand access to Medicaid for women and chil-
dren who were citizens. (Legally admitted resident aliens fared less
well.) The new law froze the basic standards for Medicaid eligibility
for children, pregnant women, and adult caretakers of children that
had existed as of July 16, 1996. It retained both mandatory and op-
tional eligibility expansions for pregnant women and children, and
extended the life of the transitional Medicaid assistance program
(often called TMA) through 2001. TMA preserves Medicaid eligibil-
ity for certain families who would otherwise lose this benefit as a re-
sult of gaining employment or greater income. Families moving
from welfare to work can stay on Medicaid for an additional six
months regardless of how much income they earn; after that, fami-
lies earning less than 185 percent of poverty (after deductions for
child care expenses) can be eligible for another six months. The Per-
sonal Responsibility Act also gave states the option, under Section
1931, to simplify Medicaid eligibility determination significantly
and extend Medicaid benefits to new groups of people. It autho-
rized $500 million that states could use in a variety of ways to main-
tain Medicaid coverage for families no longer receiving welfare
payments.
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Further impetus to expand health insurance enrollment
emerged the year after welfare reform with the establishment of
CHIP as part of the Balanced Budget Act of 1997. CHIP offered
states the opportunity to expand insurance coverage for children
beyond Medicaid income levels under a more generous federal
match than they received from Medicaid. While the statute con-
tained several requirements intended to assure that states did not
reduce Medicaid income limits or enroll Medicaid-eligible children
in CHIP to receive the higher match, it also gave states considerable
flexibility in setting eligibility levels and designing the program.
States could use CHIP funds to expand Medicaid programs, estab-
lish new separate programs, or combine these two approaches.
States could employ certain asset and earnings disregards to en-
large the number of eligible children.

Although states vary considerably in their willingness to pro-
vide health insurance, CHIP has unquestionably fueled an expan-
sion in the number of children eligible for this safety-net benefit. Six
states established the upper limit on CHIP eligibility at 300 percent
of poverty or higher (New Jersey set the pace at 350 percent). The
upper limits in another 22 states met or exceeded 200 percent of
poverty. Of the 10 most populous states, only 3 set CHIP eligibility
below 200 percent of poverty — Illinois at 133 percent, Ohio at 150
percent, and New York at 192 percent (U.S. Health Care Financing
Administration 2000a).

Signals from the Federal Government

Unlike TANF, where greater enrollments (let alone participation
rates) tend to be suspect, federal officials have launched an almost
unprecedented effort to minimize dissonant spillover from welfare
to Medicaid and CHIP. In doing so, these officials could not rely on
statutory-based performance targets and incentives for meeting
them. Medicaid law (Title XIX of the Social Security Act) contains no
major provisions of this nature. The CHIP legislation does call for
states to submit plans that establish performance goals and mea-
sures as well as strategic objectives aimed at reducing the number of
uninsured. But the law does not establish the federal government as
a significant player in specifying precise standards for enrollment
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or in pinpointing targets for reducing the number or proportion of
uninsured. Nor does the CHIP law explicitly tie state performance
to federal rewards or penalties.

This absence of a firm statutory basis for performance manage-
ment aimed at boosting take-up did not deter President Clinton,
who repeatedly and publicly promoted enrollment in Medicaid and
CHIP. The president directed eight federal departments to work to-
gether and outline their plans for helping enroll children in these
two programs, and these agencies eventually proposed over 150 ac-
tion steps (U.S. Department of Health and Human Services 1998).
The White House and the Health Care Financing Administration
(HCFA) also paid particular attention to building collaborative rela-
tionships with public interest groups, such as the National Gover-
nors Association and the American Public Human Services
Association, and to soliciting media support for public service ads.
Private foundations agreed to help as well. The Robert Wood John-
son Foundation, for example, pledged at least $47 million to fund
community coalitions to conduct innovative outreach initiatives to
enroll children in Medicaid and CHIP, and to galvanize state efforts
to simplify and improve eligibility processes and computer sys-
tems. Senior administration officials publicized ongoing enrollment
problems and state success stories, encouraging continued media
attention to take-up (Thompson and Gais 2000).

These public initiatives have been reinforced by a steady
stream of missives from HCFA to state Medicaid and CHIP officials.
Many of these reminded and instructed states that their efforts to re-
duce welfare caseloads should not spill over into the health sphere,
provided advice and examples of how to maximize coverage, and
promised lenient treatment in the quality-control process for mis-
takes. In the spring of 1999, for example, HCFA joined with the Ad-
ministration for Children and Families of the Department of Health
and Human Services to issue a 28-page “Guide to Expanding
Health Coverage in the Post-Welfare Reform World” (U.S. Depart-
ment of Health and Human Services 1999). As a former Medicaid of-
ficial observed, this document, which provided “a how-to guide
describing how to extend eligibility to the maximum limits of the
law,” reflected a “major change in stance” from HCFA’s historic be-
havior (Moore 1999). More recently, HCFA issued a “Dear Medicaid
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Director” letter requiring states to identify and reinstate individuals
and families who had been improperly terminated from Medicaid
as part of their separation from TANF (U.S. Health Care Financing
Administration 2000b).

Finally, HCFA officials have occasionally relied on admonition
and the threat of sanctions to break down barriers to enrolling chil-
dren in Medicaid and CHIP. When, for instance, New York City of-
ficials pursued an aggressive TANF diversion strategy that also
erected barriers to enrollment for food stamps and Medicaid, HCFA
administrators complained to state officials in Albany that they
were not doing enough to monitor practices in New York City. In
May 1999, HCFA administrators in the New York regional office an-
nounced that they would require officials in New York State to doc-
ument their efforts to comply with federal enrollment
requirements. In early August of that year, President Clinton an-
nounced that he was instructing HCFA to “conduct comprehensive
on-site reviews of Medicaid enrollment and eligibility processes” in
all states to determine levels of compliance with federal laws and to
offer recommendations for improvement” (Pear 1999: 1, 27; see also
Hernandez 1999).

Enrollment Erodes

It is premature to judge whether this informal yet persistent effort
by the president, senior administrative officials, and private part-
ners to elevate take-up as a driving objective for Medicaid and CHIP
will bear fruit. Clearly, however, the approach has not proven to be
an elixir. Data limitations preclude a definitive tracking of enroll-
ment trends and take-up rates for nondisabled children and adult
caretakers during the 1990s, but three central conclusions emerge
from available evidence.

First, after rising throughout the first half of the decade, total
Medicaid enrollment of children and nondisabled adults declined
from 1995 through at least 1998, although it may have increased
since then. While precise estimates vary, most analysts have con-
cluded that Medicaid enrollments declined by 5 to 7 percent be-
tween 1995 and 1997, with adult enrollment falling by about 11
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percent and that of children by roughly 3 percent (U.S. General Ac-
counting Office 1999; Ku and Bruen 1999). At least 38 states, includ-
ing the 10 most populous ones, saw Medicaid enrollments drop.
More recent data, while fragmentary and not entirely comparable,
suggest that this decline continued through 1998 (Holahan and
Kim, 2000). Enrollment reports from 21 states suggest that aggre-
gate Medicaid enrollment in these states increased slightly (1.4 per-
cent) between 1998 and 1999, but remained below 1997 levels (Ellis
and Smith 2000). Nor does it appear that gains in CHIP participation
offset these losses. At the close of 1999, states had enrolled some 2
million children in CHIP. However, one preliminary analysis of the
12 states with the most uninsured children found that, under com-
bined Medicaid and CHIP enrollments, a 2 percent decline had still
occurred (Pulos 1999).

Second, program participation rates have in all probability
fallen. While some of the decline in Medicaid enrollment is due to
improved economic conditions that have reduced the number of
persons with lower incomes (Holahan and Kim 2000), expansions in
eligibility have likely added more people to the target population
than economic growth has removed. States have historically done
better at covering cash assistance clients under Medicaid than
non-cash families, and the large reductions in cash assistance case-
loads may well have produced at least a short-run decline in
Medicaid enrollment. Sophisticated (albeit far from definitive) esti-
mates suggest that as of the late 1990s, the Medicaid take-up rate for
children who also qualified for cash assistance was nearly 80 per-
cent. The Medicaid participation rate for children from families not
on welfare, in contrast, was less than 60 percent, and the CHIP rate
hovered at about 50 percent. By one recent calculation, half to
two-thirds of uninsured children under 19 meet the income criteria
for Medicaid or CHIP (Selden et al. 1998; 1999; U.S. Department of
Health and Human Services 1999a; Almeida and Kenney 2000). Es-
timates of participation rates for nondisabled parents (primarily
mothers) also point to the magnitude of the challenge. A significant
percentage of adults who leave welfare do not receive the transi-
tional Medicaid assistance to which the law entitles them. One re-
cent estimate concludes that over 60 percent of the drop in Medicaid
caseloads through 1998 was due to a decline in the probability of
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coverage among those qualified rather than improved economic
conditions (Holahan and Kim 2000).

Third, states vary widely in the direction and magnitude of re-
cent Medicaid enrollment trends. From 1995 to 1997, for example,
changes in Medicaid enrollments varied from an increase of 26 per-
cent in Delaware to a decline of 19 percent in Wisconsin (U.S. Gen-
eral Accounting Office 1999). More recent data from 21 states from
1997 to 1999 range from increases of more than 25 percent in Massa-
chusetts, Oklahoma, and Arkansas to declines of 8 to 10 percent in
Texas and Wisconsin (Ellis and Smith 2000).

While some of these disparities in state caseload trends are al-
most certainly the result of differences in economic growth and job
opportunities, more may well be due to differences in state “perfor-
mance” in developing the management systems and mechanisms to
ensure that Medicaid eligibles become enrolled and remain cov-
ered. Worries that Medicaid caseloads may be too low are novel
concerns in many states, as are experiences in designing and imple-
menting efforts to make Medicaid benefits more accessible. Some
states have been more successful than others in developing the in-
ternal political support and resources to craft the systems and pro-
cedures required to measure performance, to ensure that clients are
aware of their eligibility, and to manage the Medicaid application
and retention process in a “user friendly” fashion.

Food Stamps:
Take-up Versus “Quality Control”

The continued viability of the food stamp program was important
to the enactment of the Personal Responsibility Act. Members of
Congress who supported welfare reform often claimed not only
that any job was better than welfare but that even low-wage jobs of-
fered families more money than welfare — at least once food
stamps, the Earned Income Tax Credit, and other benefits were
taken into account. Although the new welfare law cut food stamp
spending, the cuts and other restrictions fell hardest on legal immi-
grants and able-bodied persons without dependents, not on
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nonimmigrant families with children, the population most central
to the new TANF program.

Several aspects of the food stamp program ostensibly make it
an excellent work support program. First, families with incomes as
high as 130 percent of the poverty level — well above the amount
earned by a full-time worker at a minimum wage job — remain eli-
gible for food stamps if they satisfy certain asset limits. Second, food
stamp benefits decline only 24 cents for each dollar of earnings, of-
fering greater rewards for families with earnings than nearly all
cash assistance programs. Third, the program helps reduce varia-
tion across states in overall benefits to AFDC or TANF recipients. By
treating cash assistance as income, the food stamp program pays
out more to families in low-benefit states than in high-benefit states.
Fourth, food stamp benefit levels are adjusted every year for infla-
tion, since the program is designed to permit households to afford a
basic meal plan. AFDC cash assistance levels, in contrast, lost value
in recent decades, as states infrequently increased them.

The food stamp program was also viewed as vital to the success
of welfare reform in recent evaluations of AFDC waiver programs.
For example, the New Hope project in Milwaukee and Florida’s
Family Transition Program were widely interpreted as successful in
part because of the boosted earnings. Yet the estimated increase in
family income would not have come close to compensating for the
loss of welfare benefits if the families had also lost their food stamps
(Bos et al. 1999; Bloom, et al. 1998).

In addition to an earnings supplement, some supporters — and
many opponents — of welfare reform viewed the food stamp pro-
gram as a safety net that could cushion the effects of welfare reform
on families who “time out” their benefits, who fail to get jobs, or
who are unable to comply with the new demands of TANF. The Per-
sonal Responsibility Act actually showed some ambivalence re-
garding this role. Food stamps are available to families who exceed
the time limits, and some states, such as New York, even built this
feature into their formal programs. However, the act is less forgiv-
ing of direct noncompliance. The new law prohibited food stamp
assistance from increasing as a result of cuts in cash assistance due
to TANF sanctions. The law also required states to eliminate food
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stamp benefits — for three to six months, depending on the number
of violations — for individuals who fail to comply with TANF work
requirements, and it gave states authority to extend these sanctions
and even to make them permanent. States were also given the au-
thority to eliminate the entire household’s food stamp grant, except
when the individual violating the TANF rules is caring for a child
under six. As of 1998, 12 states have chosen to exercise this option
(Dion and Pavetti 2000).

Enrollments Decline

The importance of the food stamp program as a work support and
safety net for families with children suggested to many that food
stamp caseloads would not decline greatly with the implementation
of TANF, at least among nonimmigrant families with children. Yet
soon after TANF was implemented, food stamp caseloads fell dra-
matically. Food stamp enrollments peaked in 1994, when 27.5 mil-
lion people participated in the program, and declined to 25.5
million in 1996. The decline then became steeper, as enrollments fell
to 19.7 million in 1998. Since 1998, declines have slowed. In October
1999, 17.5 million individuals participated in the food stamp pro-
gram, while in June 2000, 17 million individuals received benefits.
Household participation showed the same pattern of change, as it
fell from 11.3 million in March 1994 to 7.8 million in September 1998,
and more slowly from 7.4 million households in October 1999 to 7.3
million in January 2000. (Enrollments rose slightly to 7.4 million in
June 2000.)

Some of the declines in participation have occurred among
non-citizens and individuals without children — groups whose eli-
gibility was curtailed in the 1996 Personal Responsibility Act. How-
ever, these groups constituted a small part of the food stamp
caseload and cannot account for most of the decline in food stamp
enrollments. Over 70 percent of the overall decline in food stamp
enrollments stemmed from a drop in the participation of families
with children, especially single-parent families — groups most af-
fected by state welfare reforms (Wilde et al. 2000).
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Some of the decline in enrollments is also attributable to eco-
nomic growth. Food stamp participation declines during periods of
economic growth — such as the middle- and late-1990s — as eligi-
bility depends primarily on family income and assets. In fact, food
stamp caseloads have traditionally been more sensitive to economic
conditions than AFDC enrollments (Wallace and Blank 1999). Un-
employment at the national level has declined since 1992, while
poverty rates for individuals dropped from a 1993 high of 15.1 per-
cent to 11.8 percent in 1999. Wallace and Blank (1999) found that un-
employment changes accounted for 28 to 44 percent of the decline in
food stamp enrollments between 1994 and 1998. A USDA study
(Wilde et al. 2000) reported that 35 percent of the participation de-
clines from 1994 to 1998 are attributable to changing employment
levels.

However, the evidence suggests that more than economic fac-
tors are at work. First, food stamp take-up rates — the percentage of
estimated eligible persons actually receiving food stamp benefits —
declined at the national level by 9 percentage points between 1994
and 1997, from 71 percent to 62 percent (Schirm 2000), reversing an
earlier increase in take-up rates between 1988 to 1994 (U.S. Depart-
ment of Agriculture 2000b). Second, when USDA analysts tried to
estimate the dynamics contributing to the 1994-98 enrollment de-
cline, they found that “26 percent . . . was due to a decline in the
share of households with low income, 55 percent was due to decreased

use of food stamps among low-income households [i.e., households
whose income is less than 130 of the poverty level; italics added],
and 19 percent was due to decreased use of food stamps among me-
dium/high-income households” (Wilde 2000: 15). That is, participa-
tion has declined even among persons and households who are
most likely to qualify for food stamp benefits.

The Federal Government Signals Concern

The substantial declines in TANF and food stamp caseloads fueled
concern among federal officials and program advocates that wel-
fare reform was depressing food stamp participation rates. They fo-
cused on three possible barriers to take up. First, they recognized
that administrative processes and rules — such as diversion,
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pre-application requirements, informal messages, and sanctions —
might be spilling over into the operations of the food stamp pro-
gram. In other words, administrative delinkage from cash assistance

may not have gone far enough, as processes and policies relating to
cash assistance programs were also applied to food stamps. Second,
they sensed that welfare reform may affect access to the food stamp
program by creating too much institutional and program separation, es-
pecially where TANF programs are administered by private con-
tractors or workforce development systems. This separation may
raise the costs to families of enrolling in multiple programs admin-
istered through different organizations, information systems, and
sites. Third, federal officials, advocates, and others increasingly re-
alized that the administrative operations of the food stamp program
might not fit the new circumstances generated by welfare reform and the

growing economy. Eligibility systems that rely on frequent
recertifications and extensive documentation of income and assets
may not have created problems for families that relied mostly on
cash assistance programs, but they may not be particularly well
adapted to families with earnings. Yet one of the clearest trends
among poor families is their declining dependence on cash assis-
tance and their growing reliance on earnings (Bavier 1999).

It is still too early to know which of these factors — or some-
thing else altogether — accounts for lower food stamp take-up rates
among families with children. But these concerns and others
prompted federal officials to focus more attention on encouraging
greater take-up in the food stamp program. In doing so, they could
not easily turn to statutory provisions that called upon states to
achieve certain participation rates and provided concrete rewards
for meeting these performance targets. Instead, they relied on other
tools to elevate the salience of take-up. The Food and Nutrition Ser-
vice (FNS) of the Department of Agriculture, for example, expended
some effort to monitor program operations and voice concern about
inappropriate practices. In Milwaukee, New York City, and Port-
land, Oregon, it uncovered instances where state and local adminis-
trators had gone further than the law allowed in closing the door to
food stamp enrollment, such as by refusing to accept applications
from individuals after 8:30 A.M. in the case of Portland (U.S. General
Accounting Office 1999a).
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In 1999, the Clinton administration became sufficiently con-
cerned about the possible effects of welfare reform on food stamp
participation to launch several initiatives. Secretary of Agriculture
Dan Glickman led the way with a letter to governors voicing the ad-
ministration’s concerns that “many poor families have left the [food
stamp] program despite their continuing eligibility” (U.S. Depart-
ment of Agriculture 2000a). Subsequently the Department of Agri-
culture worked to clarify program requirements in communications
to regional officials and others. For instance, a letter to regional ad-
ministrators in the department in 1999 pointed out that the provi-
sion in the Food Stamp Act that gives automatic eligibility for food
stamps to TANF enrollees also applies to households receiving
non-cash assistance, such as child care benefits, so long as this assis-
tance is funded in part by TANF or state maintenance-of-effort
monies.

The Department of Agriculture also attempted to galvanize
greater outreach to potential beneficiaries. It established a public
education campaign and hotline as well as a new Food Stamp Tool
Kit intended to disseminate best practices and explain the pro-
gram’s access requirements. The department also supported the
Community Food Security Initiative, which sought to forge alli-
ances with state, municipal, nonprofit, and business groups to en-
courage best practices aimed at boosting participation in all hunger
and nutrition programs. The FNS sought to harness information
technology through its Food Stamp Program Education Campaign,
designing and placing promotional materials on a Web site and on
CD-ROMs for use by local groups.

The Clinton administration also took aim at administrative
processes that made it more difficult for food stamp recipients to re-
main on the rolls. In November 2000, the president used his weekly
radio address to announce new food stamp regulations that, among
other things, gave states more discretion to eliminate the require-
ment that enrollees reapply for benefits every three months and re-
port their income as often as monthly. States could instead allow
participants to reestablish their eligibility as seldom as twice a year.
In the words of Secretary of Agriculture Dan Glickman, a major goal
of the regulations was “to make it easier for working families to
have a transition period between welfare and work, and to relieve
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both families and states of the burden of constant recertification”
(Morgan 2000).

The Administration on Children and Families of the Depart-
ment of Health and Human Services has also underscored the im-
portance of take-up. In late August 2000, the department published
regulations governing bonuses for high performing states under the
TANF program that would take effect in fiscal 2002 (see Boyer and
Associates in this volume for a discussion of TANF performance bo-
nuses). Four of these performance measures were to focus on state
success in achieving greater take-up of low-income families in food
stamps, Medicaid, and CHIP (CLASP Update 2000).

These recent attempts to boost participation rates in the food
stamp program build on a number of earlier initiatives. Since the
1985 Food Security Act, Congress has from time to time enacted
new legislation that liberalizes food stamp rules (U.S. House Ways
and Means Committee 1998: 942-947). The Hunger Prevention Act
of 1988 was particularly important, as it created an outreach and ed-
ucation program in which states may receive a 50 percent reim-
bursement from the federal government to inform low-income
households about the availability, application procedures, and ben-
efits of the food stamp program (U.S. House Ways and Means Com-
mittee 1998: 946-947). However, few states have responded to this
outreach incentive. To receive matching funds, a state must submit
an outreach plan to the FNS each year to receive funding, yet only 10
states had submitted such plans by 2000 (Wegener 1999).

A Competing Performance System

Despite these numerous signals from the federal government that
food stamp take-up rates are noticed and important, there is little
evidence that states have responded vigorously to these signals —
and there is reason to be skeptical that they will. The major reason is
that the food stamp program is already an example of a successful
application of performance management, though this success cre-
ates severe problems for improving take-up. Since the early 1970s,
the Department of Agriculture has operated a quality-control sys-
tem designed to minimize eligibility errors in administering food
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stamps. Under federal oversight, state welfare agencies sample over
90,000 cases each year and perform in-depth investigations of eligi-
bility and benefit decisions. Program managers use the data to iden-
tify problems — down to the office and even the worker involved in
the error. This database permits the federal government to hold
states accountable for their performance in providing benefits: ev-
ery year, federal officials calculate and impose financial penalties on
the states if their error rates are higher than the national average.
They estimate a tolerance level — the average national error rate —
that is the sum of the percentage of cases where overpayments were
made (6.9 percent in 1996) and the percentage of cases where under-
payments were made (2.3 percent in 1996). Thus, the tolerance level
in 1996 was 9.2 percent. The Department of Agriculture then as-
sesses penalties that become increasingly severe to the extent that
the state error rate diverges from the tolerance level. For example, a
state with an error rate twice as far from the tolerance level as an-
other state may owe the federal government several times as much
in penalties. Although states frequently avoid paying these penal-
ties to the federal government, they often have to fund them by
putting more money into their food stamp administrative struc-
tures, an investment many states would prefer not to make.

The specificity of the performance measures, the quality and
routineness of the data collection, the capacity to disaggregate the
data down to local offices and even specific workers, the severity of
the sanctions, and the continuous readjustment of performance ob-
jectives all suggest that the food stamp quality-control system
would be an effective performance management system — and it
appears that it has been. Overpayment rates in the food stamp pro-
gram (expressed as a dollar error rate) were well over 9 percent in
the early 1980s, fell below 8 percent in 1987, and dropped below 7
percent for the first time in 1996, when overpayments averaged 6.9
percent (U.S. House Ways and Means Committee 1989; 1991; 1996;
1998).

In 1997, however, error rates began to climb until average
overpayments reached 7.6 percent in 1998. Underpayments also in-
creased in 1998 to 3.1 percent, up substantially from 2.3 percent in
1996 (U.S. House Ways and Means Committee 2000; U.S. Depart-
ment of Agriculture 2000b). One plausible explanation for why
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error rates have increased is that welfare reform has produced more
low-income families with earnings — families who are traditionally
more “error prone” than those who rely exclusively on cash assis-
tance. In 1995, before most states implemented work-based welfare
reforms, only 21 percent of the households receiving food stamps
reported any earnings, while 38 percent relied on AFDC and 69
percent received some combination of AFDC, Supplemental Secu-
rity Income, or state general assistance (U.S. House Ways and
Means Committee 1998: 948). Much of the income information
needed to calculate food stamp benefits was somewhere in the
welfare office or its information system, simplifying the task of en-
suring that food stamp benefit levels were properly adjusted. Only
three years later, in 1998, 26 percent of the households receiving
food stamps reported earnings, while only 31 percent relied on
TANF. As more and more of recipients’ income is obtained from
sources outside the public assistance system, the administrative
challenges of updating earnings and deductions relating to child
care, transportation, and other work-related expenses become that
much greater.

States seem to act as if they believe that families with earnings
are problematic. To get error rates back down, many states have
made it more difficult administratively for families — especially
those with earnings — to get and keep food stamp benefits. The
Center for Budget and Policy Priorities found that between 1994
and 1998, “11 states increased by 50 percentage points or more the
proportion of working households with children assigned food
stamp certification periods of three months or less” (Greenstein
and Guyer 2000: 18). Some states subject households with earnings
to “more intensive procedures, such as shorter certification peri-
ods (which require households to reapply more frequently) and
more intensive verification requirements” (Greenstein and Guyer
2000: 19). Field research in 1997 and early 1998 found that a few
states were preoccupied with food stamp error rates all the way
down to the local offices, and many states are responding to grow-
ing threats of federal penalties by requiring more extensive and fre-
quent documentation of income and deductions (Nathan and Gais
1999).
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Other data tend to reinforce these conclusions. In fiscal year
1998, the average certification period for households receiving food
stamps without earnings was 10.6 months, while the average period
for households with earnings was 7.8 months. Some 31 percent of
households with earned income had actual recertification periods
of 3 months or less, while only 15 percent of all households had
such short recertification periods (Castner and Rosso 2000). These
briefer recertification periods increase the transaction costs to fam-
ilies with earnings, and it is plausible to expect that they depress
take-up rates. In sum, without steps by Congress to eliminate or
modify the quality-control system, it will in all likelihood continue
to undercut commitment to take-up in the food stamp program
when a growing proportion of families have jobs. The result is a
mixed set of signals from the federal government about what con-
stitutes performance.

Performance Management
and Greater Take-up

This discussion of health insurance benefits and food stamps sug-
gests that federal reliance on signaling to elevate take-up as a per-
formance measure for states and localities has its limits. Despite the
initiatives of the president and other top federal officials, participa-
tion rates in food stamps and Medicaid appear to have declined. Of
course, in the absence of federal action the take-up problem may
well have been worse. Moreover, given the time lag between federal
stimulus and state response, it is probably much too soon to assay
the impact of current federal initiatives to increase take-up. Al-
lowing for these mitigating factors, however, the experience so far
with food stamps, Medicaid, and CHIP suggests that the take-up
challenge is formidable. What might be done to enhance participa-
tion rates in these safety-net programs? A vast array of possibilities
present themselves, and we do not have the space to deal with all of
them. But three clusters of issues loom especially large: steps that
would encourage states and localities to become more committed to
take-up goals, steps that might enhance the administrative capacity
of states to foster enrollments, and steps that would fuel prospects
for learning and adaptation by improving performance measure-
ment.
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The Commitment Challenge

The goal of enhancing participation rates in food stamps, Medicaid,
and CHIP must, of course, compete with other objectives for the at-
tention of state and local officials. Proponents of federalism tout its
responsiveness to state and local sentiments as one of its virtues.
And states do vary greatly in their basic willingness to heed federal
exhortations and directions about boosting enrollments. For in-
stance, President Clinton and countless advocacy groups strongly
recommended that human service agencies collaborate with the
schools to boost enrollments in Medicaid and CHIP. Aware of this
initiative, the Arizona legislature passed a law that forbids groups
working on behalf of Medicaid and CHIP from trying to enroll chil-
dren through the public schools (Steinhauer 2000).

Among the many state and local goals that can inhibit a com-
mitment to take-up, a concern with cost control looms large. While
the strong economy has increased the flow of revenues to the states
and nondisabled women and children are relatively inexpensive to
insure, one cannot gainsay the expense to the states (at least over the
short term) that success in boosting participation rates would bring.
One way to reduce state concern over cost is, of course, to provide
more generous federal match rates for these health insurance pro-
grams. Success in expanding enrollments would thereby impose
less strain on state and local budgets. But while shifting a greater
portion of the tab to the federal government may generally galva-
nize greater commitment to take-up (other things being equal), the
case of food stamps also highlights the limits to this incentive. The
federal government pays the entire cost of food stamp benefits yet
many states have done relatively little to ensure that those qualified
for these benefits receive them.

The experience with food stamps points to another dynamic:
that commitment to take-up will be more likely to flourish in the ab-
sence of conflicting performance management systems. The qual-
ity-control system encourages states to emphasize the fight against
errors of liberality (putting someone on the rolls who does not meet
eligibility criteria) as opposed to errors of stringency (failing to en-
roll a person who meets eligibility standards). A vigorous qual-
ity-control program may not raise many problems for participation
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in a context where poor families receive a large share of their income
from public assistance, but it dovetails less easily with a food stamp
program that increasingly serves as a work support.

In addition to providing more attractive federal match rates
and to eliminating conflicting performance systems, proponents of
greater take-up might seek to etch performance requirements into
the statutes that govern Medicaid, CHIP, and food stamps. This
would entail establishing performance targets with respect to par-
ticipation rates, as well as fiscal or other incentives for meeting them
(such as bonuses). However, any inclination to follow this path to
increased take-up in food stamps, Medicaid, and CHIP should con-
sider possible unintended consequences. Conceivably, for instance,
states that adopt more liberal eligibility policies that extend benefits
to greater numbers of the uninsured (especially working families)
may encounter more difficulties than tightfisted states in achieving
higher take-up rates. A performance management system con-
structed around participation rates (which is, after all, a ratio of
those on the rolls to those in the state who qualify) might actually
make states more conservative about eligibility expansions. Such
possibilities need not inevitably distort performance management
systems, but they highlight the need for caution in selecting perfor-
mance indicators.

The Capacity Challenge:

Greater Program Delinkage?

Although the barriers to forging greater commitment to take up in a
fragmented intergovernmental system loom large, issues of admin-
istrative capacity present at least as many difficulties. A state com-
mitted to elevating participation rates would typically need to have
the capacity to succeed at four tasks, among others. First, it would
need to find an effective means of publicizing safety-net benefits,
since many potential beneficiaries lack accurate information. Sec-
ond, it would have to overcome the concerns of potential recipients
about stigma, and in the case of Medicaid and CHIP, the propensity
of some to ignore the advantages of health insurance when no one
in the family is sick. Third, the state would need to modify eligibility
processes to reduce the transaction costs to the targeted population
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of becoming enrolled. Fourth, it would have to make
redetermination processes more client friendly so that those who
continue to qualify for benefits do not drop off the rolls.

State and local officials face many barriers to accomplishing
these tasks — the inertia of existing systems, limited resources, con-
siderable uncertainty (such as concerning the best way to get the
word out about program benefits), and more. Existing research has
not gone very far in identifying the most cost-effective approaches
to yielding higher participation rates. Further complications arise
because safety-net programs such as food stamps and Medicaid in-
creasingly target a group that heretofore has received much less at-
tention from welfare bureaucracies — working, low-income
families. Achieving high take-up rates for a group that has left wel-
fare or never been on it poses new and special enrollment chal-
lenges. It is in this context that dissonant program spillover from
TANF to other safety-net programs comes into play.

One frequently voiced recommendation for reducing depend-
ence on welfare while simultaneously maintaining access to
Medicaid and food stamps is to separate the programs completely.
Traditionally the same workers used common rules and computer-
ized systems to determine eligibility for welfare, Medicaid, and
food stamps (Maxwell 1999).

While as a matter of formal policy the welfare reform act signif-
icantly decoupled eligibility for Medicaid and food stamps from
cash assistance, all three programs in many ways remain adminis-
tratively linked. Food stamp units are almost universally part of
state welfare departments. Although policymakers in some states
have transferred Medicaid to health departments (as in New York)
or have established a separate Medicaid agency (as in Arizona and
Michigan), control over many critical aspects of eligibility determi-
nation remains vested in welfare agencies. Even in states that have
organizationally decoupled Medicaid from TANF, the welfare
agency often maintains control over the computerized systems local
workers use to determine eligibility as well as the reporting systems
that provide state officials with information about enrollment
changes. State human service agencies also typically continue to
control official communications with county or other local welfare
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offices, so that much of the signaling to local actors Medicaid agen-
cies might want to do is through channels controlled by other agen-
cies.

Program integration remains, if anything, even more complete
at the grassroots level. Although local welfare offices have in many
cases transferred responsibility for dealing with TANF clients to
workforce agencies or private contractors, they continue to be re-
sponsible for Medicaid and food stamp eligibility. Specialized
Medicaid and food stamp units or eligibility workers are rare, and
their independent contact with TANF clients is frequently limited.
In many states, local welfare workers rely on computerized systems
that are still oriented toward determining Medicaid and food stamp
eligibility as an adjunct to eligibility for income support. While cli-
ents may continue to qualify for both Medicaid and food stamps af-
ter they quit receiving TANF funds, the computer systems may not
automatically redetermine eligibility thereby cutting off clients who
in fact still qualify. It may well be that this problem has led apprecia-
ble numbers of Medicaid recipients to be inappropriately termi-
nated after the implementation of welfare reform. In many cases
these computer systems also generate “notices” to recipients in-
forming them that they must provide additional information to con-
tinue coverage, or telling them that their Medicaid eligibility under
one set of rules has been terminated without necessarily disclosing
that they may continue to qualify under other rules. While officials
in some states have instituted manual fixes, or “work-arounds,” to
compensate for these systems problems, these are frequently com-
plex and difficult for eligibility workers to use.

These problems of continued program integration, and the po-
tentially adverse effects on enrollment alleged to accompany them,
have prompted some advocates to propose greater administrative
delinkage of Medicaid and food stamps from the welfare system.
Health advocates have long decried the dependence of Medicaid el-
igibility on welfare, arguing that frequent turnover of eligibles dis-
rupts continuity of care and makes longer-term preventive
programs difficult to implement. In some states, intermittent eligi-
bility has also complicated attempts to move Medicaid clients into
managed care. Advocates have argued that a complete separation
of Medicaid rules, systems, and organizations from welfare might
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reduce churning and other barriers to enrollment. One prominent
advocate has put the case forcefully (Ellwood 1999: 29-30):

An obvious direction is to move Medicaid eligibility determina-

tion for families away from the welfare-based rules and to use in-

stead a set of simplified rules and procedures. . . . Over time, the

creation of a separate infrastructure to deal solely with health in-

surance eligibility determination might go a long way to reduce

confusion among applicants and beneficiaries, as well as reduc-

ing the stigma that is associated with Medicaid by virtue of its

links to welfare.

The call for greater delinkage may well make sense for working
families who do not qualify for TANF benefits. However, the quest
for more delinkage also presents problems. Aside from the added
administrative costs of such a move, the fact remains that TANF re-
cipients continue to comprise a significant part of the clientele for
both Medicaid and food stamps, and establishing separate infra-
structures may well make access to benefits harder for these recipi-
ents rather than easier. Some states have used the new flexibility
available under TANF to delegate responsibilities to private con-
tractors, workforce development boards, labor departments and
other agencies that either do not or, in the case of private contrac-
tors, cannot determine eligibility for Medicaid or food stamps. This
institutional separation may have made it more, rather than less,
difficult for families to enroll and obtain the benefits for which they
qualify. Establishing separate offices, workers, and forms for
Medicaid and food stamps would require families to contact multi-
ple workers and agencies for applications and recertifications and
thereby might have a depressing effect on participation.

Rather than complete delinkage, a reintegration of welfare and
other entitlement programs on terms more appropriate to their
changed circumstances might do more to bolster take-up. Estab-
lishing separate entry points outside welfare offices for food
stamps, Medicaid, and CHIP makes sense. Federal regulations have
required states to “out-station” Medicaid eligibility workers at
some hospitals and clinics, and some have done so. Other states
have begun to experiment with mail-in applications without requir-
ing visits to the welfare office. An approach that combines these and
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other outreach measures with a single point of access for Medicaid
and food stamps within welfare offices may do more to foster take
up than complete delinkage.

The Measurement Challenge:

Transparent Performance Indicators

The efficacy of performance management ultimately depends on
the ability of leaders to obtain valid, reliable, and timely data with
respect to pertinent goals. Imagine the “ideal” situation for top
managers at the federal, state, and local levels in the case of food
stamps and health insurance. All of them would have regular, easy
access to data on enrollments by category of beneficiary and, even
better, take-up rates. Equipped with this feedback, top administra-
tors could (like those who manage political campaigns with the aid
of tracking polls) adjust their strategies to achieve better results. In
this idealized scenario, performance measurement would also be
transparent. Implementing agents would agree on common report-
ing definitions and procedures so that performance data would al-
low accurate comparisons from one jurisdiction to the next.
Furthermore, data on enrollments and participation rates would be
widely available to interested actors, including community groups
and the media. Such transparency would pressure officials to assign
higher priority to take up in food stamps, Medicaid, and CHIP. A
governor, for instance, might wonder why her state ranked 48th in
take-up rates for CHIP and demand better results from her subordi-
nates.

A substantial gap (some would say chasm) exists between this
ideal and the realities of performance measurement in Medicaid,
CHIP, and food stamps. This gap is especially easy to understand in
the case of take-up rates. Developing indicators for these rates re-
quires not only knowledge about enrollment (the numerator) but
also the number of individuals in an area who meet income, asset,
and related eligibility tests such as whether they lack health insur-
ance (the denominator). Not surprisingly, neither the federal gov-
ernment nor the states can generally produce accurate and timely
data with respect to this denominator. Of particular importance, the
federal government’s own statistical agencies have been unable to
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provide valid estimates of parameters pertinent to gauging partici-
pation rates.

Consider, for instance, efforts to determine whether a popula-
tion has health insurance. Since Medicaid and CHIP target those
without insurance, computation of a take-up rate requires under-
standing the number of uninsured in a given area. In general, fed-
eral policymakers rely on estimates produced by the Bureau of the
Census through its March Current Population Survey. But experts
differ on the degree to which they think this survey presents valid
data, with many suggesting that it systematically overestimates the
number of uninsured individuals and underreports the number
covered by Medicaid (e.g., Lewis et al. 1998; Ullman et al. 1998). Of
even greater significance in an era of devolution, the national sur-
veys of the federal government do not as a rule produce highly valid
and reliable estimates at the state, let alone local, level. Sample sizes
perfectly sensible for providing national estimates of the uninsured
or those at various income levels often fail to yield accurate state-
and local-level figures.

The inability of officials to obtain high-quality information
about participation rates means that data on enrollments become
the coin of the realm for measuring program accomplishment. The
lack of information on participation rates gives these officials an out
in interpreting enrollment data. In the absence of take-up perfor-
mance measures, officials may look out at a strong economy and
find it easy to persuade themselves that they are reaching nearly all
of those who need assistance.

Enrollment numbers for nondisabled adults and children
therefore comprise a less ideal but a more readily obtainable perfor-
mance indicator for programs. Yet problems arise even with respect
to this indicator, especially at the federal level. Data on food stamp
enrollments flow to officials at all levels of government with reason-
able accuracy and speed. But federal Medicaid executives to a sur-
prising degree fly blind. Over nearly three decades HCFA has
slowly made progress in persuading the states to accept a manage-
ment information system that adopts uniform definitions and pro-
vides reasonably valid, reliable, and comparable data on the
number of different types of Medicaid enrollees. But HCFA staff
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(aided by analysts at the Urban Institute) must toil constantly to un-
cover and correct errors in the reports that states submit. Analysts
who seek to track enrollment trends in the states frequently con-
clude that they should go through the laborious process of contact-
ing each state rather than rely on HCFA’s information system (U.S.
General Accounting Office 1999). A lack of timeliness also under-
mines the ability of federal officials and others to use Medicaid en-
rollment data to track the performance of states. As of mid-2000, for
instance, HCFA had still not released data on Medicaid enrollments
for 1998.

State officials may be in a stronger position to monitor enroll-
ment trends than federal executives and to employ them for pur-
poses of performance management. In Indiana, for example,
administrators responded to concerns expressed by Governor
Frank O’Bannon regarding the state’s new Hoosier Healthwise pro-
gram (a Medicaid expansion under CHIP) by establishing enroll-
ment goals for each of Indiana’s 88 counties. As of the end of 1999,
only 6 counties had failed to meet these goals and the state had won
national recognition for its take-up success (Moore and Sprague
2000).

Progress in developing more valid, timely, and transparent
performance measures (both enrollments and participation rates)
ultimately depends on two forms of a highly technical politics of
numbers (Alonso and Starr 1987). One revolves around the pulling
and hauling needed to advance administrative reporting systems
for safety-net programs so federal, state, and local officials have
ready access to pertinent, comparable enrollment data. The other in-
volves dynamics at the national level that can buttress the capacity
of sophisticated statistical agencies, such as the Bureau of the Cen-
sus, to produce data needed to calculate take-up rates at state and
local levels. These federal agencies need additional funding to in-
crease sample sizes and make other methodological refinements in
order to yield better state and local-level data on such important in-
dicators as the number of uninsured children and family income.
With respect to both technical arenas, some progress has occurred
over the last two decades and incremental advances may well be at-
tainable over the next several years (Thompson and Gais 2000).
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What Works

Although many have criticized the specific approach mandated by
GPRA (e.g., Radin 1998), the allure of performance management
and “mission-driven” government remains strong. Proponents of
reinvention and the “new public management” have stressed the
virtues of forging agreement on goals, developing indicators to
measure results, systematically collecting reliable, valid, and timely
performance data, and rewarding or penalizing administrative
agents based on their performance (e.g., Behn 1991). The institu-
tions of federalism greatly complicate efforts to achieve these im-
peratives, but this did not deter the Clinton administration and
occasionally Congress from endorsing the approach under the ban-
ner of “performance partnerships” or statutory provisions directed
at particular programs. The Personal Responsibility Act of 1996, for
instance, paid some homage to the approach.

The safety-net programs examined in this chapter — food
stamps, Medicaid, and CHIP — in no way represent paragons of
performance management. Their authorizing statutes do not em-
phasize this approach. However, the experience of these programs
(especially the health insurance initiatives) provides insight into the
potential and limits of more informal efforts by top federal officials
to elevate the importance of a particular performance goal —
greater take-up. In an effort to encourage states to do more to reach
out to those targeted for benefits, the president and other top offi-
cials:

� Repeatedly endorsed the goal of greater take-up in fo-
rums that the mass media covered.

� Rallied federal agencies to examine what they could do
to facilitate greater participation.

� Sent directives and missives to state agencies urging
greater outreach (and somewhat more formally, made
adjustments in the Code of Federal Regulations).

� Conducted studies of state take-up efforts in order to
identify best practices.
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� Provided a stream of advice to states on practices that
would foster greater participation.

� Secured the support of a broad spectrum of public inter-
est groups (e.g., the National Governors Association),
private corporations, and foundations to facilitate
greater enrollments.

� Conducted reviews of state and local practices critically
noting when their procedures deviated from processes
conducive to take-up.

As a performance management initiative, this federal effort has
much to commend it. A reasonably clear objective has been articu-
lated, there has been significant and sustained public articulation of
this objective by the president and senior administration officials,
and federal executives have provided substantial and ongoing sup-
port and encouragement for states to expand their enrollment ef-
forts. Both the federal government and private foundations have
made substantial resources available to assist states with outreach
and systems development. As the new decade dawned, it remained
hazy whether this initiative would lead to robust enrollments and
participation rates in Medicaid, CHIP, and food stamps, but the case
clearly represents the creative application of an informal approach
to performance management. (One positive note is that CHIP en-
rollments grew by over 50 percent from 1999 through 2000.)

A key issue with informal approaches to performance manage-
ment is, of course, their sustainability. It takes persistence and ener-
getic initiative by top leaders to keep efforts focused on the
performance target. This focus can be difficult to maintain even if
the same high-level executives remain in office. Political leaders of-
ten have short attention spans and tire of the quotidian task of stick-
ing with an implementation objective, especially compared with the
appeal of new initiatives. Indeed, the American political system,
and for that matter many students of public management, tend to
place a premium on pursuing innovative policies and practices
rather than sustaining an informal approach to performance man-
agement over a number of years. This impulse applies not only to
government leaders but to those at the helm of private foundations
and public interest groups, who as this case illustrates may team
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with public officials to promote a particular performance objective.
Turnover in the leadership ranks of government and its private
partners also tends to vitiate efforts to sustain an informal approach
to performance management. Thus, with the ascendance of Presi-
dent George W. Bush, federal initiatives on behalf of take-up may
well dissipate. Leaving ideological differences aside, few new presi-
dents and cabinet members (especially those from a different politi-
cal party) want to stake their reputations on management initiatives
launched by their predecessors.

The fragility of an informal approach to performance manage-
ment declines somewhat if information systems routinely produce
valid, timely, comparable, and transparent performance data. Such
systems can make it harder for top officials to turn their attention
elsewhere. High-quality, broadly disseminated performance data
serve an agenda-setting (or preserving) function in the political sys-
tem. Advocates of greater take-up could also attempt to sustain in-
terest in this goal by taking other steps to foster a more formal
approach to performance management. Such an effort could re-
volve around statutory changes that mandate participation goals
and incentive systems for safety-net programs. It could entail action
to eliminate performance management systems that tend to erode
take-up such as the quality-control system for food stamps.

In considering the quandaries of enrollments and participation
rates, it is also beneficial to contemplate approaches to intergovern-
mental implementation other than either formal or informal perfor-
mance management. Consider a possibility that flies in the face of a
performance-driven approach to enhancing take-up — overt fed-
eral directives to shape inputs, processes, and benefit structures at
the state level. Under this approach federal officials would turn
away from performance targets, incentive systems, and indicators
and pay more attention to shaping specific administrative behavior.
For example, a very strong case exists that the adoption of a single
step — requiring states to provide continuous eligibility for
Medicaid and CHIP enrollees without recertification for one year —
would significantly enhance take-up rates in these two programs.
Currently, many states and localities impose hefty burdens on
Medicaid recipients, who at relatively short time intervals must
submit the latest information about their income, assets, and related
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factors to continue to qualify for benefits. Failure to meet paper-
work and other requirements means that many beneficiaries are
dropped from the rolls even though they still meet the legal qualifi-
cations for benefits. Moreover, the sense among potential applicants
that dealing with Medicaid is a hassle even after their initial applica-
tion is approved may well undercut their motivation to apply for
the program in the first place. Under current law, states have the op-
tion of providing continuous eligibility for one year to Medicaid
and CHIP beneficiaries, but most states have not done so for both
programs. At least in theory, the federal government could convert
this option into a requirement. Mandating a full year of enrollment
before redetermination would not only reduce the transaction costs
for program beneficiaries but would simplify implementation for
state and local agencies and cut administrative costs.

Of course, this and similar federal mandates focused on inputs,
process, and benefit structures can have side effects. Requiring
states to provide continuous eligibility for one year would probably
increase overall state costs somewhat (Short 2000) and lead some to
adopt less-generous eligibility policies or become more stringent in
their initial review of applications. Moreover, many students of fed-
eralism would object in principle to this form of federal assertive-
ness in dealing with the states. Nonetheless, this example of a
continuous-eligibility mandate does demonstrate that consider-
ation of approaches other than those embedded in the performance
management model could enhance enrollments and participation
rates.

In an era when the courts, Congress, and the president all tend
to emphasize the importance of devolution and deference to the
states with respect to safety-net programs, the prospects are ex-
tremely remote that the federal government will impose process
mandates on the states as a vehicle to take-up. In this sense, perfor-
mance management, with its emphasis on providing states great
discretion to pursue different paths to a goal, fits the prevailing po-
litical climate much better than alternatives that require states to en-
gage in specific administrative behavior.
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10

Empowerment Zones and the Promise of

Accountability

David J. Wright

Few governmental programs have had higher aspirations or
more ambitious performance measurement plans than the Em-
powerment Zone and Enterprise Community Initiative,

signed into law by President Bill Clinton as part of the Omnibus
Budget Reconciliation Act on August 10, 1993. With its mix of block
grants, tax credits, and regulatory relief, the Zone program sought
to catalyze strong community partnerships and fuel locally tailored
investments that would generate sustained economic growth in
some of the most distressed communities in America. To contrast
the new effort from the perceived failures of federal community re-
vitalization programs of the 1960s, the Clinton administration
promised that the Zone program would also meet high standards
for accountability, with community goals and programmatic objec-
tives connected via benchmarks to measurable results.1

Benchmarking in the EZ/EC Initiative had several purposes, in-
cluding performance measurement as it is commonly understood
(see the Primer Box on page 277). The first was to articulate goals
and objectives in a process that involved identifying strategies,
prioritizing activities, assigning responsibilities and disseminating
plans locally and to federal and state officials. Benchmarking was
also the method by which the EZ/EC communities were to connect
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resources and results: the benchmark system tied the release of
funds and evaluation of progress to specific measures of perfor-
mance. Consistent with the general tenor of the program, those
measures were to be selected not by federal officials but by the par-
ticipating communities themselves. Last, by enabling individual cit-
izens to track the use of EZ/EC resources and the program’s
progress via the Internet, the Zone program’s benchmarking system
was supposed to democratize information on performance mea-
surement. Benchmarking, in this respect, was intended to have a di-
rect and positive role in fostering community empowerment and
contributing to participatory democracy.

The goals for the Empowerment Zone program’s perfor-
mance-based management system were surely lofty, but the pro-
gram provided an unlikely setting for success. Like other
community building and revitalization strategies, the program was
complex, overlapping, and subject to social and economic forces be-
yond local control — traits that make it all the harder to establish
baselines, define the intervention, and measure results. Multiple
agencies and layers of government were involved in the EZ/EC Ini-
tiative, muddying communication, goal setting, and program con-
trol. The federal department most responsible for selecting and
overseeing operations of the participating urban sites had little con-
trol over the primary funding stream and limited means by which
to affect local performance. In the participating sites, non-expert ad-
ministrators in small governmental or nonprofit organizations were
typically charged with implementing the program. They con-
fronted instructions, terminology, and formats for the performance
reports that were often unclear, unfamiliar, and subject to frequent
change. If performance benchmarking in the Zone program was to
work, in short, it would not be because the odds were stacked in its
favor.

Results of performance benchmarking in the Empowerment
Zone program — very much a work in progress — have been
mixed: more positive than a critical observer might expect given the
circumstances, though considerably short of what was advertised.
Key informants in several cities report that the benchmarks have
been useful for setting goals and, in particular, for publicizing infor-
mation about strategies and projects to a wider range of citizens.
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Empowerment Zone Benchmarking:

A Primer

Benchmarking as defined by the Zone program does not refer to a com-
parison between an objective external standard and performance or prac-
tice, as the customary use of the term would suggest. Rather, the Zone
program has used the term to refer to everything from a specific program
document to the whole process of establishing priorities for program
spending, from strategic planning onward.

Program documents define benchmarks, meanwhile, as the specific
outputs that a community must produce to address identified categories of

need, defined as the community goals or broad problem areas a commu-
nity’s strategic plan identifies and attempts to address. Examples include:
“Build or rehabilitate 50 low-cost housing units; provide day care services
for 25 children; or provide 15 businesses with micro-loans.” Categories of
need involve “inadequate supply of affordable housing, insufficient day
care services, unavailability of small business loans,” and the like.

At a finer grain of specificity, benchmark activities are defined as “the
actions that must take place in order for a community to achieve the bench-
mark.” Examples offered include: “Develop a housing construction or reha-
bilitation plan; build a new day care facility; identify local banks willing to
participate in funding a micro-loan program.” Tasks/projects, in turn, are de-
fined as the efforts necessary to complete the benchmark activity, such as:
“Conduct a survey of potential housing construction sites or existing hous-
ing units in need of rehabilitation; solicit bids for the construction of a day
care facility; or form a committee of local bankers interested in jointly fund-
ing a micro-loan program.”

The definitions of other terms employed in the accountability provi-
sions of the Zone program are more traditional. Baselines, for example,
“serve as the starting point from which benchmarks are measured.” Out-

comes, in turn, are defined as “the long-term results generated from address-
ing the categories of need identified in the Strategic Plan.” They are also
referenced as “the measurable changes that take place in the community
over a period of time.” Participating Entities, meanwhile, are defined as the
individual actors/organizations playing a role in achieving a benchmark.
Finally, Costs/Sources are defined as the financial, human, and other re-
source commitments needed to achieve benchmarks, as well as the EZ/EC
partners (federal, state, and local government agencies, businesses, banks,
educational institutions, foundations, utilities, others) providing the re-
sources.



However, as will be discussed, the goal-setting and dissemination
function was undercut by the timing of performance reporting, ex-
tensive revision in its requirements, an emphasis on quantifiable
progress too early in the program, and a reduction in the level and
range of stakeholder involvement as activities shifted from plan-
ning to implementation. In some sites, the objectives of accountabil-
ity benchmarking and community empowerment have seemingly
been at odds.

Benchmarks and related management reports have been less
useful as a gauge of performance. Meaningful baseline information
relating to proposed activities has been generally absent, as have
solid measures of outcomes. Local reports have typically included
extraneous activities as program effects and have had difficulty
linking information on funding to individual projects. Connections
between the strategic purpose of an activity and what was to be
measured as progress have rarely been made.

Taken as a whole, experience with benchmarking in the Zone
program serves as something of a cautionary tale. The story —
drawn from a review of performance data on all 72 urban program
sites and in-depth analysis by indigenous scholars in an 18-city field
network study — shows how difficult it can be to implement seem-
ingly straightforward performance measurement systems for com-
plex, multi-level community development efforts; how important it
is to try; and how such efforts can improve.

An Atypical Federal Program

The Empowerment Zone/Enterprise Community Initiative occu-
pies hard-won middle ground in a long-standing debate over the
direction of targeted community development policy. The program
was awarded through a remarkable selection process, was adminis-
tered by an atypical oversight structure, and offered an unusual
combination of assistance. Each of these characteristics bore directly
on the program’s performance benchmarking efforts.

For more than a decade, as state after state developed its own
enterprise zone program, progress on similar initiatives in

248

Quicker, Better, Cheaper?

Managing Performance in American Government



Washington was prevented by a protracted debate on whether the
federal government could best help distressed communities by
“getting out of the way” or by becoming a more active partner. Ad-
vocates of the former approach argued that government could help
best by removing barriers to development, that is, rewarding pri-
vate entities for investing in distressed communities through tar-
geted tax and regulatory relief. Supporters of the second approach,
in contrast, reasoned that tax and regulatory relief could not com-
pensate for the disadvantages affecting such communities, and ar-
gued that the government could and should be a more active
catalyst through targeted public investment. A subset of the debate
focused on whether such investments and incentives should be
“people- or place-based”; targeted to people in need through skills
training or wage subsidies, or to the places they inhabit through
physical development projects intended to attract new businesses.

The EZ/EC Initiative formed new common ground upon
which the sides could agree. The program provided tax credits, in-
cluding a wage tax credit for new employees who both live and
work in a targeted area. Block grants would support a wide range of
social development objectives. Both the tax benefits and targeted in-
vestment varied in intensity across four categories of site designa-
tion: Empowerment Zones on one end of the spectrum, which were
few in number and received the deepest and most flexible package
of development incentives, followed by Supplemental Empower-
ment Zones, Enhanced Enterprise Communities, and Enterprise
Communities on the opposite end of the range, which were most
numerous and received the shallowest subsidy (the latter term was
used to refer to all the categories other than EZs). All received equal
promises of regulatory relief and program accountability (see Table
1).2

The EZ/EC Initiative’s application process also broke new
ground. The cornerstone of the application for designation as an
Empowerment Zone or Enterprise Community was not a predeter-
mined form but rather a ten-year strategic plan that was supposed to
emerge from a bottom-up process, and meet comprehensive com-
munity needs while building on assets.3 The application process
was modeled in part on a series of community-based strategic-plan-
ning initiatives under way in many cities, and was designed to

249

Empowerment Zones and the

Promise of Accountability



250

Quicker, Better, Cheaper?

Managing Performance in American Government

Table 1
EZ/EC Benefits to Sites

Site Benefits

Empowerment Zones

(n=6)

Enterprise Communities

(n=65*)

Supplemental

Empowerment Zones (n=2)

Enhanced Enterprise

Communities (n=4)

Social Services Block Grant $100 million $2.95 million $2.95 million to Cleveland $2.95 million

Economic Development
Initiative Grants

$125 million to Los Angeles
$87 million to Cleveland

$22 million

Section 108 Loan Guarantee
Authority

$125 million to Los Angeles
$87 million to Cleveland

$22 million

Section 179 Accelerated
Depreciation

Yes No No No

Wage Tax Credits Yes No No No

Eligibility for Tax Exempt
Facility Bonds

Yes Yes Yes Yes

Special Consideration for
Waiver Requests

Yes Yes Yes Yes

Special Consideration for
Various Federal Grants

Yes Yes Yes Yes

* The Cleveland SEZ and the four EECs are also designated as ECs, equaling 65 in total.



capture the spirit and philosophy of the EZ/EC initiative by foster-
ing community building and empowerment. Expecting that some
cities would find the process quite different from previous federal
grant applications, federal administering agencies prepared a
Guidebook that drew from the experiences and best practices of
many organizations engaged in community-based strategic plan-
ning, and held a series of regional workshops to explain the Initia-
tive and the planning process to potential applicants.

Program materials and workshops all stressed a common
theme: that applicants must demonstrate that the strategic plan-
ning process involved participation from all segments of the
community — political and governmental leaders, community
groups, nonprofit service providers, religious organizations,
medical and educational institutions, the private sector, and most
important, residents. Communities did not have to follow a pre-
scribed format in developing their strategic plans. Instead, the
application guide listed topics and issues that communities
“should consider.”

The federal application guidelines were deliberately vague and
encouraged communities to be visionary (“what is the overall vi-
sion for revitalization of the designated area?”), to be comprehen-
sive (“how will your approaches to different community problems
be linked together to make your vision a reality?”), and to leverage
public and private resources (“what government resources will be
used to support your plan? What private resources are committed
to implement your plan?”). Planners were also supposed to be sen-
sitive to the challenge of moving from plan to action (“what are the
barriers to the successful implementation of your plan? How will
you implement your strategic plan and what benchmarks will you
use to measure progress?”4). To be selected, each site had to meet
detailed criteria establishing relative need, design and adopt a com-
munity-based strategic plan that articulated the use of program
benefits, and be nominated by state and local governments (see box
on eligibility).

The program’s administrative structure was also a departure
from the norm. A single department or agency administers most
federal programs. The Empowerment Zone program, however,
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Eligibility for EZ/EC Designation

Designated Empowerment Zone and Enterprise Community sites had
to meet the following threshold qualifications involving pervasive poverty,
unemployment, and general distress stipulated in the EZ/EC legislation:

� Populations less than 200,000 or greater than either 50,000 or
10 percent of the population of the most populous city in the
area;

� Pervasive poverty, unemployment, and general distress;

� A total land area of 20 square miles or less;

� A poverty rate of at least 20 percent in each census tract, 25 per-
cent in 90 percent of the tracts nominated, and 35 percent in 50
percent of the nominated tracts;

� A continuous boundary or not more than three noncontigu-
ous parcels;

� A location entirely within the jurisdiction of the local govern-
ment(s) making the nomination and within not more than
two contiguous states; and

� No portion of a central business district in a census tract un-
less every such tract has a poverty rate of at least 35 percent
for an EZ, or 30 percent for an EC.

Additionally, a community must have submitted a strategic plan that:

� Describes the coordinated economic, human, community,
and physical development and related activities proposed for
the nominated area;

� Describes the process by which members of the community,
local institutions, and organizations are involved in, and have
contributed to, the process of developing and implementing
the plan;

� Specifies needed waivers or other changes sought in federal,
state, and local governmental programming to enable better
coordination and delivery; and

� Identifies the state, local, and private resources that will be
available to the nominated area.

The area must also have been nominated by the state and relevant lo-
cal government, ensuring the commitment of these partners to the pro-
gram’s resources and reinvention.



involves three federal cabinet departments in lead roles. The De-
partments of Agriculture as well as Housing and Urban Develop-
ment designate and administer the rural and urban portions of the
program, respectively. Meanwhile, the Department of Health and
Human Services provides primary funding for the program
through the Social Services Block Grant. At a broader level, the en-
tire Empowerment Zone Initiative is under the direction of the pres-
ident’s Community Enterprise Board, an entity chaired by the vice
president and which includes the cabinet secretaries and commis-
sioners of nearly every major domestic agency of the U.S. govern-
ment.

Thus, community development efforts under the Zone pro-
gram were to run an unusually broad gamut, be selected locally
through an uncommonly broad, open, and iterative process, and be
met by a federal oversight structure where the department most re-
sponsible for urban sites controlled neither the funding stream, tax
benefits, nor regulatory relief that the federal government was to
supply. These program characteristics stacked the odds against a
successful performance reporting system.

Strategies, Benchmarks,

and Community Power

Benchmarking in the Zone program began with development of the
strategic plans submitted by local groups in application for designa-
tion as an Empowerment Zone or Enterprise Community. The pro-
gram’s Application Guide noted that strategic plans should set “real
goals and performance benchmarks for measuring progress” and
suggested that interested applicants identify the specific tasks and
timetables necessary to implement their plans, describe the partner-
ships involved, explain how the strategic plans would be regularly
revised to reflect new information and circumstances, and identify
the baselines, outputs, and goals that should be used in evaluating
performance in implementing the plan.5 That these performance
benchmarks were needed was actually more than a suggestion: ap-
plicants were informed that selection criteria for designation would
include an assessment of how well the proposed plan incorporates
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realistic performance indicators for measuring progress and mak-
ing needed adjustments.

One of the more important features of these strategic plans and
the benchmarks they contained was the involvement of the commu-
nity in their development. And this aspect of the program produced
notable success. In the nearly unanimous opinion of local research-
ers in a national field network study on the program, citizen partici-
pation in the development of local EZ/EC strategic plans was
significantly higher than under previous federal urban initiatives,
although most citizen participants were reported to be savvy and
well-seasoned representatives from community groups, neighbor-
hood-based service providers, and civic associations rather than un-
affiliated individuals.6

The typical planning process for an EZ application began as a
local-government-directed initiative and evolved into a more open
process in which community members played an important role.
Most communities held a series of town hall style meetings and
neighborhood workshops to foster community input. These meet-
ings were often used to recruit citizens to serve on task forces, advi-
sory boards, and steering committees to direct and shape the
drafting of the strategic plan.

In some cities — generally those with existing citizen partici-
pation structures or neighborhood-based initiatives that could
serve as platforms for new strategic planning efforts — citizen con-
trol over the process and content of EZ/EC planning was exten-
sive from the outset and without controversy. In Charlotte, for
example, neighborhood groups were considered partners by city
staff in developing the application. In Minneapolis, the strategic
planning process was closely intertwined with the city’s Neigh-
borhood Revitalization Program, begun a few years earlier. In San
Francisco, the city contracted with a respected community-based
organization in each zone neighborhood to facilitate the strategic
planning process.

Other cities confronted significant conflict over community in-
volvement in local Zone plans. In Chicago, tensions about what role
citizens would play in preparing the application came to a head
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when a community leader seized the microphone from a startled
deputy planning commissioner to ask city officials and their consul-
tants to leave the room so the 200 community representatives at-
tending a town hall meeting could caucus. This session produced a
new proposal for a reconstituted planning council to oversee the ap-
plication process. Unlike the original 30-member coordinating
council whose members were appointed by the mayor, half the
members of the newly proposed group would be chosen by the
community. When presented with the proposal, city officials agreed
to take the recommendation to the mayor, who subsequently en-
dorsed and implemented it.7

A similar confrontation occurred during the first meeting of a
group appointed by the mayor of Atlanta to provide citizen input
into that city’s EZ planning process. Having endured more than 90
minutes of being told by city officials how behind they were in the
EZ application process, one citizen member responded:

“I am tired of getting things packaged and handed to us after the

fact. This board should have been brought into this process six

months ago. We are behind? I have a problem with your defini-

tion of the word ‘we.’ The problem with all this is precisely that

you did it, not we. You designed this process, you picked the

zone, you chose the consultants, and you control how the money

gets spent in the planning process.”
8

In response, the City Council, at the request of the mayor, re-
scinded its earlier ordinance designating Atlanta’s zone area and
called for the expansion of the Community Empowerment Board
to include 69 representatives, one from each neighborhood com-
prised of census tracts with poverty rates of 35 percent or higher.
The expanded CEB selected the proposed zone area and played an
important role in developing Atlanta’s strategic plan.

The result of this broadened participation was a prevailing and
unusual sense of community ownership over Zone applications.
Hopes were high. Time and vital energy was spent. And commu-
nity members felt invested in the outcome; a sense felt nowhere
more strongly than in those cities where citizen participation was it-
self seen as a victory that had been won.
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Coping with Serial Goal Setting

“Careful, you might get what you wish for,” so the saying goes. For
cities rewarded with designation through the Zones program — 72
of the 292 that applied — goal setting in the application’s ten-year
strategic plan was just the beginning. Successful sites had to recon-
cile their plans with the level of support they received and quickly
come to terms with changing benchmark reporting requirements
from HUD.

For all but the six Empowerment Zones and a few sites that
sought to be Enterprise Communities from the beginning, the suc-
cess of achieving designation brought a need to fundamentally re-
design their strategic plans. The vast majority of participating sites
had to translate $100 million Zone plans into $2.95 million Enter-
prise Community plans. For the sites designated Supplemental Em-
powerment Zones or Enhanced Enterprise Communities, revisions
were needed to accommodate funding that was both lower and
from different, less flexible sources than expected. Generally, pro-
gram sites reconciled plans and available benefits by reducing the
number of benchmark activity areas they would undertake, which
was far and away the most common approach; by addressing the
same range of activities as originally planned but on a considerably
reduced scale; or by leaving the benchmarks virtually unchanged
while attempting to compensate with private and in-kind invest-
ments as well as matching funds from other governmental entities.

Choosing to significantly reduce the range of program activi-
ties meant that major changes had to be made in community priori-
ties and strategies reached through a sometimes fractious and only
recently concluded planning process. Not surprisingly, advocates
of strategies that were to be dropped balked at the prospect of being
left out. Conflict and political bargaining typically resulted.

The alternative of maintaining the range but reducing the scale
of planned activities carried political as well as programmatic ap-
peal. Across-the-board cuts in the scale of proposed initiatives had
the patina of evenhandedness and in theory, would maintain the
breadth of the community’s vision and avoid intense opposition to
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more targeted changes. This appeal proved to be largely ephemeral.
Reducing the scale of certain activities rendered them all but mean-
ingless and required a complicated redesign process. Making ev-
eryone a little unhappy rather than a few people very unhappy did
not pan out as a wise political strategy; widespread but shallow
changes were still seen as requiring serious alterations to the com-
munity’s vision.

A third alternative — to leave the plan alone and attempt to fill
the resource gap from other sources — had the political appeal of a
“fight for” the dreams and program activities enumerated by the
stakeholders involved in the planning process. However, it meant
that the community agreed to be held accountable for progress on a
plan that was originally only partially funded.

Whatever the approach, the rub was finding a way to honor,
yet significantly alter, what was produced through the community
planning process. This result tended to undercut the very sense of
community empowerment that the program sought to support, and
contributed to mistrust and political unrest in a number of cities that
had a lingering, negative effect on site performance.

It was into this tense, uncertain environment that the U.S. De-
partment of Housing and Urban Development (HUD) introduced a
revised benchmarking process for the urban EZ and EC sites. As a
rule, in most communities the “visioning” process directed most of
its energy into painting the big picture of hopes and aspirations; a
sense of what might and should be done over ten years. Planners
devoted comparatively little, certainly far less, attention to details
like establishing firm measures of current conditions, specific action
steps, and item-specific budgets. Soon after the sites were desig-
nated, however, HUD moved to require formalized benchmarks
containing far greater detail. And the requirement was not subtle:
having an approved set of revised benchmarks in place was a pre-
requisite for funding approval and contract adoption.

To produce the new benchmark reports, participating sites
were instructed to begin with their ten-year strategic plan, reexam-
ine its vision and strategies, confirm or adjust them as appropriate,
prioritize benchmarks and activities to be implemented during the
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first two years, and confirm the resulting prioritization/re-ranking
with community stakeholders. Program sites were also instructed
to organize and report their benchmarks and benchmark activities
by category of need, identify the baseline for each category, identify
tasks necessary to complete each benchmark activity, identify how
each activity would be funded, and input all of this information into
a benchmarking template.

Every aspect of these additionally detailed requirements was
troublesome for the program sites; a few were minefields. Specific
agreements had to be crystallized concerning respective responsi-
bilities and resource commitments, which were technically and po-
litically complicated. Changing from a ten-year to a two-year
horizon was the equivalent of reopening the planning process as
most if not all local stakeholders wanted their pieces to occur within
the program’s first two years.

Observers reported that the benchmark process influenced the
content of community strategies in other ways as well. Recognizing
that urban decline had occurred over decades and would not be
turned around overnight, a number of the strategic plans, such as
that of the Louisville EC, involved long-term processes. By the time
benchmarking rolled around, however, communities faced signifi-
cant countervailing pressure to show progress. Consequently, the
benchmarks tended to emphasize comparatively short-term im-
pact. Close observers in Louisville also reported that the emphasis
on quantifiable results made it difficult to gain a meaningful sense
of early progress, when intense organizing dominated activities.9

The fact that the EZ/EC communities felt themselves to be un-
der considerable time pressure to complete these processes quickly
did not make the challenge any easier. Each site was expected to file
a complete set of benchmarks in concert with its formal contract
with HUD. Otherwise, program resources would be unavailable.
Until then, press events to sign such agreements and present over-
sized checks to local leaders could not be held.

With mounting evidence that the performance management
reporting requirements were the cause of inordinate delay in some
EZ/EC sites, HUD began to accept some benchmark reports while
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still at a rather general level, subject to refinement and develop-
ment. Then, the agency issued what program managers regarded as
a substantial refinement in the accountability reporting system: the
Performance Review. HUD billed this review as a “simplified
benchmark submission,” insofar as it “no longer required [Zone or
Community sites] to provide the task information requested in the
original benchmark submission form.”10

A revised Performance Review Template was distributed to orga-
nize and standardize key information from participating cities. The
template (Figure 1) asked participating cities to list projected mile-
stones, performance measures, investments, start and completion
dates, and participating entities. Progress was to be measured by
the degree to which a city accomplished what was projected.

An unintended by-product of this perpetual goal setting was a
sense of confusion about what exactly had been identified in the
benchmarks/performance review and how it connected to the stra-
tegic plan. Nowhere was this disconnect more striking than in the
Chicago Empowerment Zone. Chicago’s strategic plan described a
“tool box” full of possible approaches rather than a detailed plan,
undermining the whole premise of the program’s benchmark ac-
countability system — that the plan would articulate a community’s
vision and allow the community to track the results.

Cities achieving mid-level designations as Supplemental
Zones or Enhanced Enterprise Communities faced special hard-
ship, as funding for these designations caused their use to be more
restricted. The results of the ensuing efforts to redesign the pro-
grams tended to be so divergent from the communities’ original
strategies that in Boston, there was uncertainty and strong differ-
ences among stakeholders about what the benchmarks really repre-
sented11 and in Oakland, local observers reported that “not even the
people most involved in the EEC know what the benchmarks are or
what they mean.”12

The Louisville Enterprise Community had a different problem.
An early programmatic decision to retain the community’s $100
million Empowerment Zone strategy despite the area’s designation
as a $3 million EC had important consequences for benchmarking.
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Figure 1
Empowerment Zones/Enterprise Communities

Performance Review

CATEGORY OF NEED:
BASELINE:
ACTIVITY NAME:
ADDRESS:
DESCRIPTION:

PERFORMANCE CATEGORIES PROJECTED ACTUAL

PERFORMANCE MILESTONES
AND DATES

Use this section to report on key in-
terim actions that will result in the
completion of the activity. Include
projected and actual dates.

PERFORMANCE MEASURES

Use this section to report the final
product(s) this activity will pro-
duce, e.g. the number of jobs cre-
ated/retained, housing units
built/rehabilitated, business ex-
pansions/startups, child care slots
created, or other measurable
benchmark outcomes of the activ-
ity.

INVESTMENTS

Federal
State/Local
Private

START DATE

COMPLETION DATE

PARTICIPATING ENTITIES

NARRATIVE Activity ID No.



The city and the stakeholder community determined that they
would rather compensate for the gap by finding other funding
sources rather than back away from their plan, so benchmarks were
designed to track progress on the original strategy. However, local
leaders were loath to be held accountable on that basis. The Dallas
EC made a similar judgment to pursue the comprehensive EZ-level
revitalization effort despite lower designation as an EC, but it chose
to fill the gap through other citywide initiatives not enumerated in
the benchmarks. Stakeholders in both areas found themselves un-
sure how to crosswalk from strategic plans to benchmarks.

Atlanta faced much confusion regarding how much of the $100
million block grant award had been “benchmarked.” The initial
benchmarks applied to roughly $32 million in funding. A later
amendment to the benchmarks detailed more than $13 million in
projects, but those involved disagreed about whether the set was
additive or included in the original total. The Performance Review
represented yet a third set of benchmarks, but because it was sub-
mitted to HUD without required prior review and approval by the
citizen board, there was strong disagreement about whether it or
the original benchmarks should be considered the official tally.13

A degree of evolution in reporting requirements and methods
in the rollout of a new initiative is hardly surprising. Still, the extent
and frequency of changes in the Zone program’s performance re-
porting system were notable, and those changes appeared to exert a
negative influence on implementation. Revised report require-
ments, terminology, and instructions contributed to confusion
among local sites. Likewise, the process of perpetual goal setting
sewed confusion and helped throw hard-won community harmony
off-key.

Performance Goals and Governance: Carts,

Horses, and Johnny-Come-Latelies

One of the first — and oftentimes testiest — tasks cities faced follow-
ing their designation as an EZ or EC was the development of a gov-
ernance structure to guide implementation. Zone governance
structures varied across a number of dimensions. Some of the more
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important included the degree of integration the EZ or EC would
have with city government, the extent of decentralization in recog-
nition of neighborhoods or sub-areas within the designated zone,
continuity between decisionmakers involved in developing the
strategic plan and those in Zone governance, and the level and char-
acter of involvement or control by members of community.

At the time they were designated as an EZ or EC, few if any of
the sites had a really clear handle on the substance of what they
were going to do or on who would be making, executing, and evalu-
ating decisions.14 Because of the sequencing of steps, sites’
benchmarks and performance review reports in many cases were
developed and submitted to HUD before organizational structures
and staffing were established. As advisory and governing boards
were brought online, new leaders were hired and relationships with
governmental entities were ironed out, earlier versions of
benchmarks — in particular the prioritization of activities and the
specification of action steps — were subject to review and revision.

Implementing organizations and staff often possessed rather
different views of program activities than planners, and did a fair
amount of policy design in fleshing out new projects. As a close ob-
server of the Phoenix Enterprise Community put it: “The people
eventually assigned to actually implement the benchmarks are peo-
ple who had no input into either the benchmark or performance
measure development…[and for them, since] they are still working
on adequate definition of the problem to be addressed and will start
designing a program soon, having benchmarks and performance
measures already established is like putting the cart before the
horse.”15

Pushing rather than pulling carts was not the only problem.
The horses were changing too. Once the sites achieved designation,
the number of parties seeking money tended to expand. This often
caused bitter resentments among those who had done the heavier
lifting earlier on. In Atlanta, individuals most invested in preparing
the strategic plan were plainly irritated by what one of them re-
ferred to as all the “johnny come latelies” who lay claim to a share of
the EZ resources.16
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Close observers in San Francisco reported a similar phenome-
non, one egged on by the benchmark system itself. With their staff,
expertise, and connections, established community organizations
were able to respond rapidly and successfully when funding be-
came available in the EC, outcompeting the organizers and neigh-
borhood activists who had been more involved in developing the
plan. As described in the field report:

[T]he old guard leaders of established CBOs [community-based

organizations] moved in and essentially took over the neighbor-

hood planning body once the groundwork had been laid by others

and the money started flowing. [As a seasoned local leader said:]

“when the money comes in everything — benchmarks, funding

principles — goes out the window.”
17

Somewhat pushy “new” participants were showing up from
above as well, in the form of oversight personnel from state agen-
cies. The states generally had a rather awkward, ambivalent role in
the Zone program. At a minimum, their acquiescence was needed in
nominating sites to HUD. The practical fact was that the program’s
primary funding source was a block grant from the U.S. Depart-
ment of Health and Human Services to states for which a number of
states continued to feel fiduciary responsibility, despite admoni-
tions from HUD to simply pass money through.

Soon after Atlanta’s designation as an EZ community, for ex-
ample, Georgia’s Commissioner of the Department of Community
Affairs (DCA) outlined several issues that needed to be addressed
regarding the terms and condition of the award before DCA would
release any funds to the city. These issues included clarification of
the implementing entity that would carry out Atlanta’s strategic
plan, the use of EZ block grant funds for local program administra-
tion, and detailed description of the mechanisms and procedures by
which the city would ensure financial accountability and compli-
ance with laws and regulations. Nearly two years later, the city and
state had not reached agreement on all the outstanding issues.18

In North Carolina, to draw down the Enterprise Community
funds provided by HUD, lengthy negotiations were required to
complete a memorandum of understanding between the city of
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Charlotte and state Departments of Social Services (DSS) and Com-
munity Assistance (DCA), formalizing the responsibilities of each
governmental entity. The resulting memorandum granted consid-
erable authority to the state: DSS disburses funds to the City of
Charlotte after invoices are approved by DCA.19 In East St. Louis
and the Camden portion of the Philadelphia Empowerment Zone,
state oversight committees with the power to review and possibly
reverse decisions of the local governmental units were present or
imminent because of previous inadequacies of the local govern-
ments in both settings.

In a number of places, new governors or mayors had been
elected — in New York’s case, one of each — since the plans had
been composed, and the new officials felt little if any constraint in
reevaluating their predecessors’ support or insisting that changes
be made. They were given much leverage since the states were sig-
natories on program contract documents and because state ap-
proval was needed for the benchmarks to be adopted.

While these new participants were arriving on the scene, com-
munity participation was declining. As the process evolved from
the identification of goals and strategies to the more technical tasks
of completing benchmark forms and submitting performance re-
views, participation of technicians — government officials, service
deliverers, loaned staff and the like — grew significantly and
eclipsed that of community stakeholders.20

The delegation of technical tasks to technicians should not be
unexpected; community members have only limited time and their
efforts should be employed where they will make the most valuable
contribution. But benchmarking and performance review were not
ministerial tasks. Although the process and terminology were
highly technical, what was involved was often nothing less than a
fundamental reformulation of the vision and strategy expressed by
the community. By essentially supplanting the strategic plans with-
out reengaging community members in the process, benchmarking
fed a sense in many places that the effort had been “taken over by
others” and undermined feelings of trust and partnership between
community stakeholders, city leaders, and their state and federal
counterparts.
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Limits on Accountability Data:

Uncertain Responsibilities and Fuzzy Math

Despite these shortcomings and limitations, reports from the field
confirmed that the benchmarking and performance review pro-
cesses were regarded by participants at the local level as generally
effective in maintaining a focus on goals and objectives. The pri-
mary reason was that, especially in contrast to other programs, the
benchmark system provided a mechanism for local Zone stake-
holders to hold the process and the institutional actors involved ac-
countable to the “community vision” expressed in the strategic
plans. In Atlanta, as well as in Tacoma, Dallas, Minneapolis, East St.
Louis, and Louisville, local participants generally agreed that the
benchmarks kept them thinking about the programs they had said
they were going to work on, provided them with timelines and
numbers with which to measure progress, helped them avoid in-
substantial “fly-by-night” projects, and provided a means to ensure
that local officials implemented the plan.21

The benchmarking/performance review system was intended
to do more than enable local stakeholders to better define what the
sites were doing, however. The accountability provisions were also
intended to track how the sites would accomplish their intent; spe-
cifically, what entities would be responsible for designated activi-
ties, and how funding was to be allocated. Unfortunately, these
aspects of the Zone program’s performance reporting system
proved to be more of a struggle. To be effective, performance-re-
porting systems must be able to provide thorough, unambiguous
information about who is to do what by when. But such information
was often unavailable from the Zone program’s performance
benchmarking system at anything beyond the most general level.

In Baltimore, key elements of the plan were to be carried out by
six newly created Village Centers. Although the performance re-
ports list the steps in developing the Village Centers, it is unclear
from the benchmarks who is accountable for achieving this goal.22

Atlanta participants cited a similar lack of detail about responsibil-
ity for carrying out strategies: the benchmarks identify only broad
categories such as “community development corporations,”
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“banks,” and the “private sector” rather than specific organizations.
One benchmark from Minneapolis consisted entirely of the state-
ment “create one small business incubator,” with no responsibility
specified. The absence of clearly assigned responsibility makes it
difficult to track accountability for program results.

Accountability was also undermined by a lack of clarity in per-
formance review reports bred by confusing instructions from HUD.
The agency’s description of the performance review template as “an
easy way to report progress for each activity the EZ/EC has
underway”23 led some sites to report only on those activities “un-
derway,” omitting anything pending, delayed or scheduled to start
later. HUD instructed the sites to “complete a template for each ac-
tivity that has a separate outcome,” and told local officials that “if a
benchmark establishes a commercial loan program to start 10 small
businesses, and if 4 startup businesses received loans during the re-
porting period, complete a template for each of the 4 businesses.”24

Following the instruction literally, as some sites did, obfuscated ac-
tual progress: the difference between reaching an inappropriate
conclusion that four separate loan activities are 100 percent com-
plete rather than understanding that 40 percent of loans under a
newly created loan activity had been made.

Money was hard to keep track of as well. As a rule, a perfor-
mance reporting system ought to specify resources for a given set of
program activities. This was not the situation in most EZ or EC sites.
For many benchmarks, the amount of funding or the source was ei-
ther unknown or not listed. The benchmarks/performance review
often included only broad mention of the resources to be allocated
for the respective program or purpose.

Close observers in Dallas reported that the benchmarks cap-
tured the receipt and disbursement of the formal EC grant, yet fund-
ing obtained from other sources was not described as clearly.
Officials in Phoenix reported a problem in accounting for EC activi-
ties across departmental lines, given the program’s collaborative,
multidisciplinary approach.25 Such questions of attribution and fi-
nancial accounting go to the heart of program accountability.
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An additional complication arose from the fact that in each city,
activities were under way or planned that might directly or indi-
rectly affect the target area, but that were not supported with
EZ/EC resources. Local governmental efforts that preceded and
continued during the Zone program were a common example.
HUD instructed the participating sites to include such activities in
performance review reports, whether part of the strategy and a cost
to program resources or not. The instruction was not without theo-
retical justification: the EZ/EC initiative, after all, was intended to
build upon and catalyze other efforts, not supplant them. However,
the leverage and impacts of the program would be artificially in-
flated to the extent that non-EZ/EC activities are wrongfully in-
cluded under the definition of “program.”

Some test of nexus and causality needs to be imposed to deter-
mine whether other activities are, indeed, leveraged by the Zone
program. Generally, those tests were not performed, either by the
sites individually or by HUD. To some observers, the Department’s
own Inspector General among them, this problem has made pro-
gram reports on the extent of EZ/EC leverage suspect if not fatally
unreliable.

Limits on Evaluative Data:

Absent Baselines, Weak Measures,

Overlapping Effects, and Faint Feedback

Effective accountability systems require meaningful baseline infor-
mation against which to assess progress — not simply data about
general conditions in the community but detailed beginning points
relating directly to proposed strategies and activities. The lack of
appropriate baseline information significantly limited the effective-
ness of benchmarks as an evaluation device. It was rare indeed for
an EZ or EC site to have developed anything approximating ana-
lytic data detailing the conditions that a given strategy and its
benchmarking activities were designed to address. It was even
more rare for baseline data to relate directly to what was measured
as an indicator of progress.
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Many of the participating sites called for increasing access to
development capital through a micro-loan program, for example.
Characteristically, neither the strategic plan nor the benchmark re-
port cited preexisting demand for, or supply of, such capital. In-
stead, for “baseline,” the benchmark would simply state: “There is
no existing micro-loan program.” The activity would be specified as
“create a micro-loan program,” and the measure of progress would
be whether the program was created rather than whether access to
capital had improved.

To the degree that baseline data were used in the
benchmarking process, the data were taken directly and without
change from the strategic plans. This information was typically out
of date, as more than six months elapsed between a site’s applica-
tion and designation, and considerably more time passed as the
program was implemented

The absence of analytic starting points for Zone activities be-
came a serious weakness for the program’s performance reporting
system. It is plainly hard to know where one is headed or how much
progress is being made without such information.

The relative quality of performance measures used by local
sites posed another important source of weakness for the Zone pro-
gram’s performance reporting system. Early on, program managers
at HUD sought to ensure that the sites recognized the distinction be-
tween outputs and outcomes, and would stress output data as the
measure of activity and progress in the material they submitted for
accountability purposes. “The EZ/EC Task Force is asking commu-
nities to define their benchmarks in terms of outputs rather than
outcomes,” HUD staff wrote in a communiqué to participating sites.
“The basis for this approach is that the achievement of outcomes is
more likely to be hindered by factors outside the scope of the
EZ/EC Initiative than is the achievement of benchmarks.”26 This is
sound, practical advice from the point of view of a manager who
wants to keep his or her head down when the shooting starts. But it
sets the accountability bar pretty low.

Information on outputs and milestones can add nuance and de-
tail. To be meaningful, however, such measures need to be
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compared against standards of expected performance that are ob-
jective, rigorous, and clearly articulated. Moreover, such data must
be complemented with carefully drawn measures of intermediate
or end outcomes: gauges on the extent of change in conditions that
program activities are intended to address. On both counts, the ex-
perience with benchmarking and performance review in the typical
Empowerment Zone or Enterprise Community generally fell short
of this ideal.

Even in the best of circumstances, the minority of cases with
available and quantifiable baselines and benchmark measures, it is
far from evident that performance measures were meaningful. Pro-
gram managers typically relied to a considerable extent on vendors
and service organizations to establish their own benchmark mea-
sures, often developed from their own existing activities. Some or-
ganizations had direct outcomes that were impact-oriented. Others
simply reported programmatic activity as a benchmark (for exam-
ple, “make presentations to 1300 students”). There is no indication
that the sites or HUD examined statements of expected perfor-
mance to judge their veracity or relevance.

An additional complication arose from the overlapping effects
of program activities. It is commonplace for EZ or EC sites to incor-
porate initiatives that would be measured by similar benchmarks.
An evaluation would seek to attribute change to particular activities
even though several were occurring in the same place at the same
time. However, the capacity of the benchmark information to con-
tribute to such a process is quite limited.

A related issue concerns the attribution of results to one pro-
gram when they may have been due to a combination of programs,
including influences not directly part of the initiative. This problem
is inherent in comprehensive community efforts. As our Dallas field
associate put it: “In many cases it may be impossible to assign im-
provements in the neighborhood to a specific component of the pro-
gram. If property values rise, is it because a new business opened,
the crime rate was reduced, or perceptions of the neighborhood
changed?”27 From benchmark/performance review material, it is
impossible to tell.
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The public safety-related aspects of the Dallas EC plan illus-
trate the problem. Because other programs were ongoing, and since
generating crime statistics for the EC required reporting for a geo-
graphic area that did not match existing reporting units, the attribu-
tion of reduced crime statistics to the EC Initiative was perceived as
somewhat questionable.

A larger problem of measuring the performance of a commu-
nity-based effort is the inability to hold extraneous factors constant.
Macro-level change in the economy, for example, will likely exert
far greater influence on neighborhood transformation than EZ or
EC activities. The benchmarking/performance review system did
not attempt to take such factors into account, preferring to instruct
participating sites to focus on activity outputs instead.

Accountability systems should also provide for feedback. A
central purpose in gathering and reporting performance informa-
tion is to put it to practical use in making adjustments and building
on what works. Only two sites among the eighteen studied in the
Rockefeller Institute’s field network achieved this level of function-
ality in their performance reporting system. In San Francisco, the
benchmarking process armed the EC Board and Neighborhood
Planning Boards with the means to insist on fulfillment of perfor-
mance targets in contract compliance reviews and funding deci-
sions. Our field associates reported that local participants in San
Francisco became more accomplished in this feedback technique as
they underwent training and gained experience.28

A similar story unfolded in Tacoma. There, the Board of the Ta-
coma Empowerment Consortium (an amalgam of nonprofit service
providers and other stakeholders that oversees and operates the
Zone program) found benchmarking a useful tool for revisiting is-
sues and noting areas of weakness — one that gave them a better
chance of success. 29

For other empowerment zone and enterprise community sites,
however, feedback was missing from the benchmarking/perfor-
mance review processes altogether, or at best was faint. This was
particularly the case in using experience to revisit the underlying
plans and strategies. As an Atlanta Empowerment Zone board

270

Quicker, Better, Cheaper?

Managing Performance in American Government



member noted: “The benchmarks must be a living document, capa-
ble of adaptation and change. But there seems to be considerable re-
sistance on the part of the citizen board members to deviate at all
from what was written in the Strategic Plan. The plan was put to-
gether … years ago and conditions have changed in some areas
while new opportunities have opened up in others. Rather than ap-
ply strategic planning as a dynamic and evolving process…in At-
lanta strategic planning has been carried out as a static, one-shot,
exercise.”30 In the Atlanta EZ as in other sites, ironically, this prob-
lem of rigidity stemmed in part from the pervasive change in the
plans and the process earlier on. A result of plan fatigue or stub-
bornness borne of political conflict, many if not most Zone program
sites were simply not geared to use the performance reporting sys-
tem as a learning tool.

In Louisville, the Zone program’s performance reporting re-
quirements were viewed as an unnecessary and time-consuming
burden more important to HUD than to residents or professionals
active in the Enterprise Community.31 City staffs in Phoenix, too,
were “clearly disgruntled” with the benchmarking process, which
they view as “hoop-jumping.”32 Key informants reported that
benchmarks were made purposely easy and vague so a site could
meet them with little effort and look good. City departments devel-
oped more explicit and appropriate measures of performance for
their own internal use instead of those reported in the performance
review. One benchmark manager said, “What we actually do and
what we report are different — and what we report is vague.”33

On balance, the view of the Zone program’s benchmarking/
performance review from the perspective of local sites was mixed.
On the whole, sites deemed the system useful as a mechanism for
focusing on and communicating goals. But the process was re-
garded as burdensome and largely beside the point with respect to
gauging performance. Performance reporting was seen as demand-
ing a significant investment of limited commodities like time and
comity — a requirement needed to satisfy “the feds” but of little
practical use to the Empowerment Zones and Enterprise Commu-
nities themselves.
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Democratizing Program Information

One of the early ambitions of EZ framers was to use
benchmarking/performance review to disseminate program infor-
mation to residents in participating communities. The idea was to
map information on planned activities, resource commitments, and
progress against the street grid for each participating city, and to
post that information on the Internet. Implementation has not yet
achieved that lofty goal — links between program information and
geography have not progressed as far as hoped. Nonetheless, the
Clinton administration deserves credit for pursuing such an objec-
tive and for the progress that has been made.

HUD has established a highly informative and easy-to-use
Web site on the Empowerment Zone/Enterprise Community Initia-
tive (see www.hud.gov as well as a joint site with the Department of
Agriculture at www.ezec.gov). The site provides links to detailed
information about participating sites, including maps of the desig-
nated sites illustrating the perimeter and major thoroughfares of
these areas as well as neighborhood assets such as key institutions.
Extensive summaries of the proposed strategic plans for each desig-
nated site are also available, as are the March, 1997 performance re-
view-based Site Management Reports issued by HUD for each of
the first round urban sites. A host of background material is also
provided, along with “tools” for community development and no-
tices of available funding. What is not available on the Web site are
individual benchmark/performance review reports filed by the
Empowerment Zones and Enterprise Communities with the federal
government.

Also missing is the ability to link programmatic information
with geography. One of the more interesting and useful aspects of
the site enables the user — a business, say, or a resident — to enter a
street address and determine whether it falls within a designated
program area. But parallel information on the location of planned
activities is not available. Users cannot yet pull up a map showing
where investments have been made, where housing units are being
built or rehabilitated, and where jobs are being created, as intended.
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The problem lies in the reporting of the benchmark/perfor-
mance review material. The quality of the information on program
resources and other investments is so spotty as to be generally unre-
liable — certainly difficult to map. The performance review tem-
plate did ask the sites to identify the geographic location of each
program activity. With rare exception, however, the sites have filled
in the address of their own office, rather than, say, the addresses
corresponding to the ten small businesses provided loans through
the Zone Initiative.

The benchmarking system has disseminated information lo-
cally in much the same way, albeit to sometimes greater effect. In
the San Francisco EC, for example, benchmarking empowered
neighborhood residents in decisionmaking arenas that have tradi-
tionally been the province of insiders: city officials and well-estab-
lished nonprofit service providers.

“Using the [benchmarking] performance criteria as a wedge, the

EC Board and neighborhood planning bodies cracked open the

local contract award process to admit new players into what had

been an insider’s game. [S]everal well-established nonprofit ser-

vice providers chose not to apply for EC funds because they were

discouraged by the explicit performance criteria. Many of those

that did apply were forced to open their decision-making process

to wider community participation and to demonstrate how their

proposed activities and services would respond to the targeted

needs of neighborhood residents.”
34

Overall, the Zone program has shared valuable information in
an unusually wide circle. However, the central idea of enabling citi-
zens to use the Internet to track the implementation of their local
EZ/EC has gone unfulfilled.

Parallel Universe: What About the Feds?

Related but separate from the question of how well the Zone pro-
gram’s performance reporting system has functioned for local par-
ticipants is the question of how well it has served HUD. As it
evolved, HUD’s posture toward monitoring progress of the local
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Empowerment Zone and Enterprise Community sites indicated a
growing degree of ambivalence, and consequently some ambiguity,
about its use of the benchmarks and performance review reports in
ensuring program performance.

At a minimum, HUD had a statutory responsibility to: “require
periodic reports for the Empowerment Zones and Enterprise Com-
munities…that will identify the community, local government and
State actions which have been taken in accordance with the strategic
plan.”35 Moreover, the regulations said that “HUD will regularly
evaluate the progress of the strategic plan in each designated Em-
powerment Zone and Enterprise Community on the basis of perfor-
mance reviews to be conducted on site and other information
submitted” as well as through impartial third party evaluations
commissioned through the Department.36

On the basis of these performance reviews, HUD was to reeval-
uate the designations of sites and promptly report findings to all
federal agencies providing assistance to EZs and ECs. Changes in
the boundaries of the designated area, having “failed to make prog-
ress in achieving the benchmarks set forth in the strategic plan,” and
having “not complied substantially with the strategic plan” were
specified in regulation as grounds for the Secretary of HUD to exer-
cise the discretion to revoke site designation, following a letter of
warning and subsequent notice.37

Despite these requirements, however, HUD program manag-
ers do not appear to have used the benchmarks and performance re-
view reports to closely monitor the performance of participating
sites. In a communiqué sent by HUD to all its state and local contacts
in the Zone program, the agency clearly signaled its role as one of
providing technical assistance rather than monitoring performance
by local sites, and advocated that states take a similar stance.38 If a
choice had to be made between the objectives of local control and
program accountability, local control was the higher priority. As
HUD Secretary Andrew Cuomo maintained: “This is a program
where we said to the communities on day one, ‘No federal man-
dates, no federal cookie cutter. Come up with your own goals, your
own timetable. If it works for you, God bless you, it works for us.”39
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Had HUD determined that exerting leverage over the EZ/EC
sites was a desirable strategy, it would have found few and not par-
ticularly strong methods available by which to influence perfor-
mance by individual Empowerment Zones and Enterprise
Communities. HUD could object to strategies as well as individual
activities in the benchmarks/performance review reports. But the
department had qualms about being heavy-handed and also lacked
the staff to analyze individual activities at the site level. As a result,
federal review of local performance reports did not go much be-
yond checking whether proposed activities were consistent with
relevant statutory and regulatory restrictions on the use of funds.

Moreover, while the benchmarks and the performance review
were supposed to represent a “performance contract” between each
EZ or EC and HUD, the local sites were free to add, change, or delete
benchmarks essentially at will. Under the program’s rules, HUD
was to approve such decisions automatically unless it acted within
45 days. And local sites had to notify HUD only of substantial
changes. According to the rules, “increasing or decreasing a budget,
changing participating entities or changing time-frames for an ac-
tivity would not constitute a substantial change and would not have
to be submitted to HUD, the state or city for approval.”40 Inasmuch
as key elements like cost, deadlines, and identification of entities re-
sponsible for implementation were subject to local change without
notice, HUD was not in a strong position to hold its “contractors”
accountable for performance.

The peculiarities of EZ/EC funding also made it very difficult
for HUD to use the program’s purse strings to maintain tight control
over participating sites. General practice was to release block grant
funds to participating states soon after the memoranda of agree-
ment was finalized, with the states thereafter responsible for deal-
ing with the local EZ or EC site(s). The Social Services Block Grant —
the principal source of funding for the Zone program — emanates
from the Department of Health and Human Services, and typically
flowed to an HHS-designated entity of the state authorized to dis-
burse it. Similarly, the tax benefits provided to eligible sites and
businesses were generally as-of-right, without discretion or
allocational judgments required of HUD.
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HUD also had little ability to tie the availability of other federal
resources to behavior among the EZ/EC sites. Since the Adminis-
tration had an interest in demonstrating that linkages between
EZ/EC and other federal programs were maximized, the threat to
withhold support for such linkages proved to be largely empty.
Such an approach would also require much more elaborate cooper-
ation among federal agencies than program managers were able to
deliver.

As a practical matter, this left HUD with little besides the threat
of de-designation to leverage improved performance from among
the EZ/EC sites. And that proved to be a very blunt instrument in-
deed. The regulations are not specific regarding the frequency and
use of this “validation.” The regulations are also permissive with re-
spect to whether this review will result in sanction or penalty: the
Secretary “may” reclassify Zones as Communities or vice versa, de-
pending on performance, and “may” revoke designation altogether
in certain circumstances. What’s more, because the success of the
overall initiative rested on the effectiveness of the individual sites,
HUD shared an implicit interest in seeing each site do well. Local
participants might well believe that federal program managers
would be reluctant to pull the plug on components of their own pro-
gram.

HUD issued only one public report on the progress of the ur-
ban EZ/EC sites, in March of 1997. The department produced an in-
dividual “management report” for each characterizing progress on
benchmarking through the first round of modified performance re-
view documentation. HUD highlighted two categories of perform-
ers based on these reports: thirteen “top performers” and five sites
said to be making comparatively little progress (the remaining 54
sites falling somewhere in between). HUD officials said the sites
risked loss of program funding if they did not “shape up.” “This
money is precious,” Secretary Cuomo said at the press conference.
“If it is not used [in these troubled sites] it should be used in other
communities.” 41

Contemporaneous news accounts described the underperforming
sites as having been put “on probation” through the performance re-
view process,42 but their status was uncertain. The Camden portion of
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the Philadelphia-Camden Empowerment Zone was highlighted as
one of the five sites in question, for instance. Yet it was unclear
whether the HUD secretary was empowered to de-designate only a
portion of a given site. Nor was it clear what such a de-designation
might mean for Philadelphia, since the Philadelphia/Camden EZ
was designated under a special provision for a bi-state empower-
ment zone. A HUD spokesperson maintained that: “The [perfor-
mance review] report is a wake up call, not a signal of impending
punishment,” and that federal and local program administrators
“must pull together to meet the program’s performance standards
for creating jobs and revitalizing neighborhoods.”43 In response to
questions from reporters, agency officials acknowledged that no
deadline had been set, nor details established, for Camden to dem-
onstrate sufficiently improved performance to protect its designa-
tion. The most that was said was that the parties would meet soon to
discuss solutions to implementation problems. In the end, designa-
tion and lack of progress both continued.

The March 1997 report was the only public use HUD has made
of the benchmark/performance review data. However, HUD’s Of-
fice of the Inspector General employed these reports and other
sources to audit four Empowerment Zones — Atlanta, Chicago, De-
troit, and Philadelphia/Camden. The IG concluded that control was
not adequate to assure efficient and effective use of EZ funds or ac-
curate reporting of accomplishments. In particular, IG inspectors
found that no local sites complied with requirements that program
funds be used only for activities that primarily benefit Zone resi-
dents. Inspectors also discovered violations of prohibitions on as-
sisting establishments that merely relocate jobs or businesses from
outside to inside a Zone area.44

A common finding concerned the tendency of sites to report a
host of activities as falling within the Empowerment Zone when, in
the judgment of the auditors, such activity had little to do with the
program. According to the HUD IG, this practice created the im-
pression that the benefits of the program were greater than actually
achieved.45

HUD might also have been expected to use the performance re-
porting system to determine how well the overall initiative was
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meeting its goals. However, the emphasis on tailoring content to in-
dividual sites appears to have precluded HUD program managers
from seeing the performance reporting system this way. Although
the department had earlier established four core goals for the
EZ/EC initiative, HUD program managers were loathe to report
progress on them as that would have imposed national goals on lo-
cal prerogatives. What’s more, had reports on cross-site perfor-
mance been an objective, participating sites should have
incorporated a few intermediate- or end-outcome measures to en-
able HUD and congressional oversight committees to evaluate the
overall program. Unfortunately, that sort of use was not included in
the design of the performance reporting system.

Lessons Learned

Performance reporting in the Empowerment Zone/Enterprise
Community initiative served several purposes and audiences. It
was supposed to be both a management tool and a communications
device for local stakeholders: a mechanism to identify goals, mea-
sure progress, learn from experience, and engage community mem-
bers. Performance reporting was also intended to allow federal
program managers to ensure accountability, assist the sites in mak-
ing improvements, and report on the success of the overall pro-
gram. The ability of the program’s performance reports to
accomplish this disparate set of purposes was, perhaps not surpris-
ingly, uneven.

Benchmarking and performance review had its greatest suc-
cess as a vehicle for establishing and communicating goals. Key in-
formants in most of the participating cities reported that the
program’s performance reporting requirements were useful for
goal setting and, in particular, for publicizing information about
strategies and projects to a wider range of citizens.

Benchmarks and related management reports have been less
useful as a gauge of performance. Meaningful baseline information
relating to proposed activities has generally been absent, as have
solid measures on outcomes. Local reports have typically redefined
and included extraneous activities as program effects and have had
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difficulty linking information on funding to individual projects.
Connections between what was to be measured and the strategic
purpose of the activity were rarely made. The reports provided little
information federal program managers could use to analyze or re-
port on the program as a whole.

Given the circumstances, it is remarkable that anything posi-
tive came out of benchmarking/performance review. The Zones
program provided a notably inhospitable environment for perfor-
mance reporting. Program activities were unusually broad, in-
volved a host of complex and varied benefits, and were selected
locally through an uncommonly open and iterative process that
made establishing goals and measures more difficult. Community
participation was far more active than in other federal grant pro-
grams, itself a program goal that resulted in an unusual sense of
community ownership over program strategies and decisionmak-
ing that was valuable but complicated and stressful. Multiple agen-
cies and layers of government were involved, administrators in
small governmental or nonprofit organizations were typically
charged with implementation, and the federal department most re-
sponsible for selecting and overseeing participating urban sites had
little control over the primary funding stream and limited means by
which to affect local performance. Community development pro-
grams as a rule are inherently untidy and notoriously difficult to
measure. In this respect, the Zones program ran true to form.

Several of the more important shortcomings of the Zone pro-
gram’s performance reporting system were self-inflicted, arising
not from intrinsic characteristics but from execution of well-in-
tended implementation choices. These aspects of the Zone pro-
gram’s experience are especially instructive for designers of other
performance reporting efforts.

It is unfortunate, though foreseeable, that the goal setting and
dissemination function was undercut by the interplay of perfor-
mance reporting requirements, governance, and funding. Because
sites often developed and submitted the benchmarks and perfor-
mance review reports before establishing organizational structures
and staffing, the former were subject to revision as leaders were
hired and relationships with governmental entities ironed out. The
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resulting iterations of plans generated ample confusion and conflict
about what had, in fact, been benchmarked.

Benchmarking also affected how communities undertook to
match plans with program resources. In the interest of speed and
the seeming ministerial nature of the task, the benchmark perfor-
mance reporting system essentially supplanted the strategic plans
and defined local direction without reengaging stakeholders from
the community. The combination of these changes fed a sense that
the community planning process had been “taken over by others,”
instilling a sense of embattlement that made it all the harder for sites
to learn from experience.

The extent and frequency of revision in the Zone program’s
performance reporting requirements also had a negative influence
on implementation. Evolution in reporting requirements would be
expected in any new initiative. But changes in the Zone program
were on a wholesale level and recurrent, signaling to the sites a lack
of seriousness or competence. Implementing a performance mea-
surement system for the Zone program may have seemed straight-
forward to program planners, but was actually a complex
undertaking. In retrospect, all involved would have been better
served had the process of performance reporting not begun so early,
and had the kinks been worked out beforehand.

Like other community building and revitalization strategies,
the Zone program is subject to social and economic forces beyond
local control — traits that made establishing baselines and measur-
ing outcomes difficult. However, many if not most federal pro-
grams address complex systems like the economy or the
environment, most share responsibilities with other agencies, and
most face similar challenges in establishing baselines, defining pro-
gram interventions, and measuring results. The Government Per-
formance and Results Act of 1993, in requiring federal agencies to
report annually on results in achieving their program goals, encour-
ages agencies to include outcomes. It is unfortunate that HUD in-
structed EZ/EC sites to concentrate on reporting on outputs rather
than outcomes in the benchmarking/performance review reports.
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In the end, the elements needed for an effective accountabil-
ity/performance measurement system are few in number but fun-
damental. They include direct links between plans, benchmarks,
activities, and people with responsibility for fulfilling them; unam-
biguous connections between measures of preexisting conditions
and progress on activities, set against a standard; and a process for
adjusting plans and methods based on experience. While the
Clinton administration deserves credit for attempting to implement
performance reporting in Empowerment Zones, the fact is that in
large measure these attributes were missing from the program.
HUD’s general posture toward benchmarking and the performance
review deemphasized the use of these procedures in monitoring
performance by the individual sites. Though consistent with a pro-
grammatic emphasis on federal flexibility and local “ownership” —
even laudable from that point of view — HUD’s reluctance to
closely monitor the sites has undercut the usefulness of those proce-
dures in performance contracting.

The best news is that ample time remains in the life of the Zones
program for HUD to use its interest in innovation and performance
to perfect the program’s reporting system. The same spirit that led
the agency to try to democratize information via the Internet could
be applied to establishing and monitoring neighborhood condi-
tions, together with and on behalf of Empowerment Zones and En-
terprise Communities. Along with information on investments and
programs, such a neighborhood monitoring process would produce
measures of impacts on the quality of life and the long-run stability
of the community so the impact of project activities could be mea-
sured and evaluated. Information would be shared among local,
state, and federal stakeholders and have great value to local pro-
gram partners, significantly improving the utility of benchmarking.
Even as the administration and Congress are moving to expand the
number of designated Zones, it is not too late to embark on the pru-
dent step of deepening and sharing knowledge about the perfor-
mance of existing sites.
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Intergovernmental Relationships and
the Federal Performance Movement

Beryl A. Radin

T
he rhetoric of performance became a leading language of the
public sector at the end of the twentieth century. This rhetoric
employs a vocabulary that highlights outcomes rather than in-

puts, processes, or even outputs. It focuses on the benefits derived
from the use of public funds and seeks to establish a framework that
moves away from traditional incremental decisionmaking in which
budgets are created largely on the basis of past allocation patterns. It
has been used to counter the public’s disillusion with government
as well as the government bashing that has been employed by polit-
ical figures at both ends of the political spectrum. However, while
the concern about performance is pervasive, it is not expressed con-
sistently. This concern takes many different forms, and it is attached
to efforts by all governments in the federal system.

One expectation of the performance movement has focused on
the realities of the intergovernmental system, particularly the ten-
sion between those who devise programs as well as fund them (at
least in part) and those who actually implement them. For some,
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performance measurement is viewed as the bridge between the
goals of the federal government for accountability and the demands
of state or local government for discretion and flexibility. In this
sense, the performance movement and performance measurement
are seen as ways for avoiding the traditional command and control
perspective of the federal government and for substituting perfor-
mance outcome requirements for input and process requirements.1

According to some proponents of the performance movement, the
traditional forms of accountability that are seen to evoke a compli-
ance mentality will be replaced by performance measures that em-
phasize results.

The concern about performance is closely linked to the
reinvention movement popularized by David Osborne and Ted
Gaebler2 and others who have emphasized reinvention of state and
local governments. The reinvention movement accentuates the im-
portance of measuring results. According to Osborne and Gaebler,
“Because they don’t measure results, bureaucratic governments
rarely achieve them. . . . With so little information about results, bu-
reaucratic governments reward their employees based on other
things.”3

Two of the most popular approaches to performance at these
levels have been report cards4 and efforts attached to contracting
out and privatization.5 Report cards have been used often in the ed-
ucation sector where schools, classrooms, and often teachers are
evaluated on the basis of students’ test scores. The increased use of
contracting out and other forms of involvement by the private sec-
tor have led to performance contracting where contractees are held
accountable for specific outcomes written into contract language.
These and other performance efforts have been largely focused on
the service-delivery level where government agencies either deliver
the services themselves or establish relationships with others for the
specific delivery of services.

Although some of these state and local efforts do raise interest-
ing and important intergovernmental issues, the concern about per-
formance by federal government is much more complex and
difficult than efforts by states and local governments. Because so
many federal programs involve intricate intergovernmental
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relationships, federal agencies have struggled with ways to struc-
ture these relationships. Federal agencies are balancing two com-
peting imperatives. On one hand, they are attempting to hold third
parties accountable for the use of federal monies; on the other hand,
they are constrained by the political and legal realities that provide
significant discretion and leeway to the third parties for the use of
these federal dollars. In many ways, the performance movement in
federal agencies collides with strategies of devolution and a dimin-
ished federal role. What is most interesting about this situation is
that few of the individuals in the policymaking world (particularly
in the Congress) are aware that they are setting up incompatible
strategies. Those who argue for more compliance-oriented federal
government accountability are often those who argue for a de-
creased federal role and increased autonomy for states in the way
that they expend federal dollars.

GPRA: The Driving Force of the
Federal Performance Effort

The tension between these two imperatives is found in a number of
current efforts under way within the federal government. Perhaps
the most visible expression of this tension is found in the efforts to
implement the Government Performance and Results Act — the
legislative requirement passed by Congress in 1993 that requires all
federal agencies to develop strategic plans, annual performance
plans, and performance reports. These stipulations are imple-
mented within the constraints and realities of the annual budget
process. All of these requirements are supposed to elicit a focus on
the outcomes that have been achieved in the use of federal resources
and to justify requests for dollars in terms of both promised and ac-
tual outcomes.

On its face, GPRA seems quite straightforward, indeed, almost
innocuous. It clearly follows the tradition of past reform efforts
within the federal government. In a report on the historical anteced-
ents of the performance budgeting movement, the U.S. General Ac-
counting Office concluded that GPRA “can be seen as melding the
best features of its predecessors.… Nonetheless, many of the
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challenges which confronted earlier efforts remain unresolved and
will likely affect early GPRA implementation efforts.”6

At the same time, there are differences between GPRA and ear-
lier efforts. Its enactment as legislation (rather than as executive or-
ders) has built in a role for Congress that is relatively unusual in
government reform efforts. In addition, GPRA’s inclusion of pilot
projects and providing a number of years for start up are not the
usual way for reform efforts to be conceptualized. Although GPRA
was enacted in 1993, its real requirements did not take effect until
1997.7

To some degree, the passage of GPRA and the interest in its im-
plementation reflect the public attention to management that was a
characteristic of the 1990s. Embraced by President Bill Clinton’s ad-
ministration and viewed as complementary to Vice President Al
Gore’s reinvention effort, GPRA’s focus on the performance of gov-
ernment agencies is an example of the almost ubiquitous interest in
this topic. The multiple aspects of the legislation — particularly its
emphasis on the relationship between budgeting and performance
— can be viewed as an attempt to respond to public concerns about
the ways that public monies have been expended. The report from
the U.S. Senate Committee on Governmental Affairs attached to the
legislation noted: “Public confidence in the institutions of American
government is suffering from a perception that those institutions
are not working well . . . the public believes that it is not getting the
level and quality of government service for which it is paying.”8

John Mercer, the acknowledged “father” of GPRA, brought his
local-management reform experience in Sunnyvale, California, to
the legislative development process within the U.S. Congress. Ad-
vising the Republican members of the Senate Committee on Gov-
ernmental Affairs, Mercer’s agenda was to craft a piece of
legislation that provided the mechanism for performance budget-
ing. He believed that the efforts in Sunnyvale could inform the fed-
eral government, leading to tightly constructed cost accounting
systems that would lead to technically driven budget decisions. Al-
though his proposals were modified by some of the Democrats on
the committee, the legislation that was enacted did accentuate the
belief that “congressional policymaking, spending decisions, and
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oversight are all seriously handicapped by the lack both of suffi-
ciently precise program goals and of adequate program perfor-
mance information. . . . The legislation will provide the information
necessary to strengthen program management, to make objective
evaluations of program performance, and to set realistic, measur-
able goals for future performance.”9

The Senate committee made a number of assumptions about
the GPRA requirements. First, it argued that past and current at-
tempts at performance measurement and reporting had been suc-
cessful. Second, the report reflected a belief that GPRA would not
impose a major additional cost or paperwork burden on federal pro-
grams. Third, it argued that at least some federal agencies were al-
ready moving toward the development of performance measure
systems for results-oriented decisionmaking. There was no ac-
knowledgement in this congressional report that there was a con-
ceptual conflict between these assumptions and a concern about
diminishing what some viewed as the “heavy hand” of the federal
government.

Indeed, the only cautionary note that was sounded in the Sen-
ate report came from Arkansas Democratic Senator David Prior. He
wrote: “My concern is that by mandating yet another very specific
layer of internal management controls, performance measures and
strategic plans, we are building in even more rigidity. I realize that
the legislation seeks to allow flexibility in some pilot programs, but
after years of watching these well intended reforms transform into
routine reports written by contractors using largely boilerplate lan-
guage, I am not convinced that this legislation will actually enable
federal agencies to improve their performance.”10

The rigidity that was feared by Senator Prior actually took form
within the confines of a highly polarized Congress. GPRA was em-
braced by the Republican leadership in both the House and the Sen-
ate as a means of putting pressure on the Democratic
administration. House Majority Leader Richard Armey (R-TX) es-
tablished a grading system to rate the “progress” of federal agencies
as they submitted both their strategic plans and their annual perfor-
mance plans to the Congress as well as the White House. The Senate
Governmental Affairs Committee used the GPRA framework to
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highlight problems of waste, fraud, and mismanagement in federal
agencies.11 Neither setting focused on the difficulties that federal
agencies had in establishing measures of performance for programs
designed as block grants or with high levels of discretion provided
for third-party implementers, particularly state agencies.

In fact, when one examines the GPRA legislation and its his-
tory, little in its background provides real guidance regarding fed-
eral agency dependence on state and local governments. The only
specification of consultation with “external” parties is found in
fairly vague language regarding the development of agency strate-
gic plans. Agencies are not required to deal with these “external”
parties as they devise their annual performance plans. Some observ-
ers have actually been concerned that state and local governments
who act as agents for the federal government are relegated to the
category of “external” parties. Similarly, there has been little atten-
tion to the form that the program takes (e.g., whether it is a competi-
tive grant program, a block grant, or some other form of formula
funding).

During the past several years, at least some federal agencies
have been pressured by Congress and some of its agents to take di-
rect responsibility for the performance outcomes achieved through
federal programs, whether or not the federal agency actually deliv-
ers the services provided through federal funding. In some in-
stances, this has moved the agency away from a focus on
performance that values state flexibility and discretion and back to a
more traditional compliance-oriented posture. GPRA has tended to
highlight the federal role of defining goals nationally rather than
leaving it to the states (often termed “the laboratories of democ-
racy”) to bargain about specific goals and outcomes for their juris-
dictions.12

Approaches to Performance in an
Intergovernmental Context

Although the implementation of GPRA has provided the frame-
work and a point of focus for the federal performance effort, other
efforts have been undertaken within federal agencies to balance the

290

Quicker, Better, Cheaper?
Managing Performance in American Government



two often conflicting imperatives, namely, to provide states with
flexibility and yet maintain a commitment to performance out-
comes that acknowledges the expectations of those who fund and
authorize programs.

The analysis that follows is presented as an initial foray into
this topic, and seeks to develop a conceptual foundation that pro-
vides a framework for examining the ways that the federal govern-
ment has attempted to bridge funders’ goals with the demands of
those who carry out programs. It suggests that the initial expecta-
tions of those who believed that performance measures would be a
relatively easy way to address intergovernmental tensions were
naïve and quite unrealistic. Hopefully, this framework will lead to
future research on the approaches, their impacts, and their limita-
tions. Such research would also build on the extant literature that
deals with the more technical questions focusing on development of
performance outcomes, particularly the techniques that have been
devised to deal with multiple stakeholders and situations where
competing values are at play.

The discussion highlights six different approaches that have
been taken recently within federal agencies to deal with issues of
performance. Some of these efforts predated the GPRA initiative,
some are distinct from it, and others have been melded into GPRA’s
framework. Some have been devised as a result of legislation and
others through administrative action. All are struggling with the
tension between federal agency accountability and devolution, and
the discretion provided to state and local agencies. These include
performance partnerships, incentives, negotiated measures, build-
ing performance goals into legislation, establishment of standards,
and waivers.

Performance Partnerships

During the past decade, a number of federal agencies have adopted,
or at least explored, the possibility of moving categorical programs
into performance partnerships. These partnerships have become in-
creasingly popular as agencies realize the limitations of their ability
to achieve desired changes in complex settings. Although
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partnerships between various agencies and government have been
around in some form for years, the performance orientation of the
contemporary effort is new. The image of the partnership is one in
which partners discuss how to combine resources from both players
to achieve a pre-specified end-state. This end-state is expected to be
measurable in order for a partnership to be successful.

The design of a performance partnership addresses what some
have viewed as one of the most troubling problems faced by federal
managers: lack of control over outcomes. Although managers may
have control over inputs, processes, and outputs, they cannot spec-
ify end outcomes. Performance partnerships may involve agree-
ments between federal officials and state or local agencies; they may
be ad hoc or permanent.

The performance partnerships entered into by the U.S. Envi-
ronmental Protection Agency (EPA) and states have been among
the most visible of these arrangements. However, there have been
proposals for the development of performance partnerships involv-
ing health programs, programs for children, and the Office of Na-
tional Drug Control Policy.

The National Environmental Performance Partnership System
began in fiscal year 1996 with six pilot states. By the end of fiscal
year 1998, 45 states had entered into these arrangements.13 A num-
ber of Indian tribes have also entered into these agreements. Ac-
cording to EPA:

Performance Partnerships establish a new working relationship

whereby the States and EPA determine on an annual basis what

and how work will be performed. Traditionally, the process for

funding and addressing environmental and public health priori-

ties has been conducted with a single media focus. States have

submitted up to 16 annual workplans and received multiple

grants to support air, drinking water, hazardous waste, and

other pollution control programs.… [T]his approach has fueled

administrative management and oversight activity, diverting

resources from on-the-ground improvement efforts.… Perfor-

mance Partnerships are designed to place much greater
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emphasis on environmental results and to achieve better coordi-

nation between Federal and State environmental programs.14

Further, according to GAO, “the two-way negotiation process
inherent in the program has fostered more frequent and effective
communication between regional and state participants and im-
proved their overall working relationship.”15 At the same time,
however, GAO noted that the process has problems. GAO high-
lighted a number of “technical challenges”:

� an absence of baseline data to use as the basis for mea-
suring improvements,

� the difficulty of quantifying certain results,

� the difficulty of linking program activities to environ-
mental results, and

� the level of resources needed to develop a high quality
performance-measurement system.16

GAO also noted that states and the EPA disagreed over the de-
gree to which states would be permitted to vary from the national
core measures and the composition of the measures. Because each
EPA regional office enters into the arrangements with the states in
its region, there is some variation between agreements across the
country. This was of concern to the GAO analysts.

EPA’s experience with performance partnerships illustrates
some of the problems that are intrinsic to this performance strategy
and agreement form. The individual negotiation between the fed-
eral agency, and (in this case) states, is likely to result in variability
of agreements across the country. In fact, to some observers, the in-
dividual tailoring of agreements is the strength of the mechanism.
However, others are concerned that this variation results from dif-
ferential treatment of jurisdictions.

The problems with data that were identified by GAO are also a
predictable problem with any performance-partnership agreement.
The strategy is often attractive to federal agencies charged with the
implementation of programs, which involve policy sectors that do
not have well-established data systems or even data definitions. In
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such settings, it is difficult to establish and to garner data for the per-
formance measures required for achieving the expectations of the
approach.

Incentives

Over the past several decades, as the economics paradigm has in-
creasingly influenced policy, some policy analysts have focused on
the use of incentives as a way to change behavior. Incentives seek to
induce behavior rather than command it.17 According to David
Weimer and Aidan Vining, bureaucrats and politicians have tended
to be less enthusiastic about this approach than those who are
trained in economics.18 This has occurred, they argue, because bu-
reaucrats and politicians tend to be attracted to direct regulation
since they believe that incentives also require governmental inter-
vention, and therefore, involve regulation.

To some degree, incentives have previously been at play in a
number of federal programs through matching fund requirements.
When the federal government offers funds as an incentive to induce
states to provide their own funds, the matching requirements do
serve an incentive function. In many cases, however, performance
expectations are not usually made explicit, particularly in programs
carried over from the past.

Probably the most dramatic recent example of performance in-
centives is found in the High Performance Bonus program attached
to the Temporary Assistance for Needy Families (TANF) welfare
program. That 1996 legislation called on the secretary of the U.S. De-
partment of Health and Human Services (HHS), in consultation
with the National Governors Association (NGA) and the American
Public Welfare Association (APWA), to develop a formula measur-
ing state performance relative to block grant goals. Bonuses to an in-
dividual state cannot exceed 5 percent of the family assistance grant.
In addition, the law established a bonus for states that demonstrate
the number of out-of-wedlock births and abortions occurring in the
state in the most recent two-year period decreasing compared to the
number of such births in the previous period. The top five states will
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receive a bonus of up to $20 million each, and if fewer than five
states qualify, the grant will be increased to $25 million each.

The first high-performance bonus awards were made in De-
cember 1999. These awards were made in four categories: job place-
ment, job success (measured by retention and earnings), biggest
improvement in job placement, and biggest improvement in job
success. The awards, totaling $200 million, were made to 27 states.
States were chosen on the basis of their ranking in each of the four
categories. The states ranked the highest in each category were Indi-
ana for job placement, Minnesota for job retention and earnings,
Washington for the biggest improvement in job placement, and
Florida for the biggest improvement in job retention and earnings.
Eleven states received bonuses in two categories, and one state
(Minnesota) was successful in three.

HHS has proposed that additional criteria be added during the
next year to the existing four measures; these are family formation
measures, enrollment in Medicaid and the Children’s Health Insur-
ance Program, and enrollment in the food stamps program.

The bonus effort within TANF has been a subject of some con-
troversy both during the period when the criteria were established
for awarding the funds and following the first awards. At one point,
a proposal was made to simply divide the $200 million annually
available for these awards equally among the 50 states and others el-
igible for the funds. Some critics of the bonus requirement argue
that the categories established for the allocations are not directly re-
lated to the behavior of the state welfare agencies charged with im-
plementing the TANF program. Economic conditions within the
state are thought to be more responsible for the increases or de-
creases than the action of the state agency. Others have argued that
the criteria that have been established do not measure the real goal
of TANF — the well-being of children. They call for the establish-
ment of performance measures that highlight child welfare, child
care, Head Start, and other non-cash programs, rather than focus
only on the employment behavior of adults. The availability of data,
however, has been viewed as one of the reasons why other criteria
have not been used to date.
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The TANF experience illustrates the dilemma involved in us-
ing an incentive strategy. It is difficult to ascertain the direct rela-
tionship between the behavior of the state or local government and
specific outcomes. In addition, complex programs such as TANF
have an array of program goals and expectations, and it is not easy
to achieve agreement on performance standards. Some critics of the
incentive strategy argue that state or local jurisdictions will attempt
to game the system and develop policies that may meet the perfor-
mance measures rather than achieve the basic expectations of the
legislation. Others argue that this already occurs; hence, the situa-
tion is not much different than it was in the past.

Negotiated Performance Measures

One of the most common complaints by state and local officials is
that the federal government imposes a set of requirements on its
funds that do not meet the needs of the nonfederal jurisdiction. In-
deed, this is one of the arguments that has been used to justify the
transformation of categorical grants into block grants. Block grants
have proven to be one of the most difficult grant forms on which to
impose GPRA’s requirements. Federal officials have had problems
balancing the flexibility of the block grant (allowing states and local-
ities to meet their particular needs) with a desire for greater ac-
countability for the use of those funds.

The Maternal and Child Health (MCH) Services Title V Block
Grant to States has operated as a federal-state partnership for most
of its 60-year history. Even when the program was converted to a
block grant in 1981, the professional relationship between the fed-
eral agency charged with implementing the program and the state
MCH agencies continued to be relatively close. The Omnibus Bud-
get Reconciliation Act of 1989 did require states to report on prog-
ress on key maternal and child health indicators and other program
information.

In 1996, the MCH Bureau in the Health Resources and Services
Administration of HHS began a process with states that would es-
tablish a set of mutually agreed-upon measures with data sources
that would be used in the program. In the development phase of
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this process, the MCH Bureau created an external committee of 30
experts representing various interests in the maternal and child
health field that would help set overall direction for the process,
provide technical expertise, and endorse the final results. Partici-
pants from associations and advocacy groups were expected to en-
gage their own constituencies to ensure accurate representation.
Review and comment from the state agency officials was solicited at
various points during the process.

In March 1997, draft performance measures and guidance revi-
sion principles were presented at the annual meeting of the Associa-
tion of Maternal and Child Health Programs; this meeting was
attended by virtually all the relevant directors in the country. Eight
representative states, chosen from 17 volunteers, were selected to
pilot test the measures for practicality and data-collection issues.
The consultation process that was used was approximately two
years in duration; one year was spent on the development of the
measures and one on pilot testing the process.

By the end of 1997, the MCH Bureau established 18 national
performance measures that were incorporated into the application
and reporting guidance for the Title V block grant funds. These
measures were drawn from goals related to Healthy People 2000 ob-
jectives over which grantees exercised substantial control. The mea-
sures were categorized as capacity measures (ability to affect the
delivery of services), process measures (related to service delivery),
and risk factors (involving health problems). Each state also was re-
quired to establish and report on between seven and ten of its own
supplemental performance measures to provide a more complete
picture of the program within that state. In addition, the MCH Bu-
reau set six national outcome measures — ultimate goals toward
which the performance measures are directed and for which ulti-
mate achievement depends on external factors beyond the control
of the state grantee.

As a result of this process, MCH block grant applications and
annual reports contain a wealth of information concerning state ini-
tiatives, state-supported programs, and other state-based responses
designed to address their MCH needs. The electronic information
system that has been developed in this program, based on the
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applications and reports, collects both qualitative and quantitative
data that is useful to a number of audiences.

The MCH experience indicates that it is possible to achieve
agreement on performance measures when certain conditions are
met. Programs that are not politically volatile or that do not have a
widely disparate set of expert opinions are appropriate for this pro-
cess. In addition, prior work and data systems (in this case, involv-
ing Healthy People 2000) laid the foundation for consensus on
many outcome and process objectives. The measures recognized
and separated objectives over which grantees exercise influence
and control from those that depend on external factors beyond their
control. Yet, even when these conditions are present, the negotia-
tion process is time consuming, and requires an investment of staff
and resources by federal agencies.

Build Performance Goals into Legislation

Over the past few years, various pieces of legislation have been
crafted with attention to performance goals. This approach empha-
sizes the authorizing role in Congress while the GPRA approach fo-
cuses on the appropriations process. Two relatively recent pieces of
legislation illustrate this strategy: the modifications to the Voca-
tional Education program and the creation of the Workforce Invest-
ment Act as a replacement for the Job Training Partnership Act
(JTPA). In both cases, the legislation represented a move from an
emphasis on input or process requirements to a focus on perfor-
mance outcomes.

The Workforce Investment Act, signed into law in August
1998, reforms the federal job-training programs and creates a new
comprehensive workforce investment system. The reformed sys-
tem is intended to be customer focused, to help Americans access
the tools they need to manage their careers through information and
high-quality services, and to help U.S. companies find skilled work-
ers. Increased accountability is one of the principles embodied in
the legislation. The act specifies core indicators of performance that
become the structure for state and local reporting. These core indi-
cators include measures of entry into unsubsidized employment,
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earnings received, and attainment of a credential involving educa-
tional skills. Indicators were also specified in the legislation for eli-
gible youth and customer satisfaction measures. States are expected
to submit expected levels of performance for these indicators in
their state plans. Similar indicators of performance were also estab-
lished in the Carl D. Perkins Vocational and Applied Technology
Education Amendments of 1998. The modifications to the existing
program emphasized the importance of establishing a state perfor-
mance accountability system. The legislation requires states to iden-
tify core indicators in their state plans involving student skill
achievement, attainment of educational credentials, and placement
in education, employment, or military service.

Further refinement of these requirements were established by
both federal departments through the regulations development
process. It is too early to know how effective the process will be and
whether sanctions will be imposed for failure to comply with the re-
quirements. In drafting both of these pieces of legislation, Congress
assumed that the core indicators reflect common practices across
the country and that data systems are available to report on achieve-
ment of the goals.

Establishment of Standards

In some cases, the role of the federal government has been to estab-
lish performance standards that are meant to guide the behavior of
state and local governments. At least theoretically, these standards
are to be voluntary, and the ability of a state or locality to conform to
them is not tied to eligibility for specific federal dollars. The federal
role in this strategy may involve development of the standards, pro-
vision of technical assistance, and, at times, payment for meeting
these norms and guidelines.

The Clinton administration’s proposal for the development of
voluntary national tests in reading and mathematics is an example
of this approach. The response to this proposal, particularly by
some governors and education leaders, illustrates the types of prob-
lems that may emerge from this strategy.
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According to Secretary of Education Richard W. Riley, “these
proposed voluntary tests are about high standards, improving ex-
pectations, and giving our young people the basic skills they need
that will prepare them for our knowledge-driven economy in the
twenty-first century.”19 The proposal would build on existing edu-
cational assessment surveys (the National Assessment of Educa-
tional Progress and the Third International Math and Science
Study). As such, the new tests that would be given in English at
grade 4 and in mathematics at grade 8 would be based on content
criteria established through national consensus processes. The in-
formation that would be available through these tests would be at
the individual student level, providing information on how an indi-
vidual student stacks up against others in the classroom, the school,
and the country.

Although several governors were supporters of this adminis-
tration proposal in 1997, others expressed concern about the initia-
tive.20 A number of states already had test systems in place and did
not want to replace their existing performance accountability sys-
tems with the national approach. Still others were uncomfortable
with the content of the tests, particularly their accuracy and validity
in measuring achievement and their substantive scope.

The proposal for voluntary tests in mathematics and English
also uncovered another problem that is likely to be confronted
whenever the standards strategy is employed: fear that the informa-
tion gathered through these assessments has a life of its own and
will be used inappropriately. This is particularly problematic be-
cause the information that is collected was meant to illustrate
achievement at the individual level. Questions of privacy and infor-
mation security have been raised and were not answered to the sat-
isfaction of critics.

Waivers

Authority to grant state or local governments waivers for specific
programs has been in place for many years. While the waiver au-
thority has been viewed as a way to meet the unique needs of indi-
vidual states, it has also been closely tied to a research and
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development strategy, providing latitude to nonfederal jurisdic-
tions for experimenting with new innovations and new ways for de-
livering services. For example, the secretary of HHS had the
authority under Section 115 of the Social Security Act to waive spec-
ified provisions of the act in the case of demonstration projects that
were likely to promote the objectives of the act. These waivers were
expected to be rigorously evaluated. The waiver authorization has
usually been defined in the context of specific programs, and the cri-
teria for granting the waivers are established within the authorizing
legislation or implementing regulations. Certain requirements
(such as civil rights requirements or filing performance informa-
tion) cannot be waived.

This authority has been employed extensively in the past in
several program areas, particularly involving welfare, Medicaid,
and the Job Training Partnership Act. Waivers have been used to al-
low states to establish their own approach and to eliminate or mod-
ify input or process requirements. Many of the waivers require the
proposed modification to be budget neutral: that is, not incurring
new costs for either the waiving jurisdiction or the federal govern-
ment. For some, the waiver process is a mechanism that can be used
to make a case for policy change. The experience with waivers in the
old Aid to Families with Dependent Children (AFDC) program and
in the JTPA program became an important part of the justification
for major changes in each of the programs, leading to the TANF pro-
gram and the Workforce Investment Act.

In November 1999, the U.S. House Government Management,
Information and Technology Subcommittee marked up a bill that
addresses waivers of regulatory and statutory requirements. This
legislation has three main requirements:

� Agencies would have to establish a streamlined 120-day
review process for responding to states that request
waivers of regulatory or statutory requirements of fed-
eral grant programs. (While this is similar to an August
1999 Executive Order, the legislation would be judi-
cially reviewable.)
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� Agencies would have to develop an expedited review
process to waive a state’s statutory or regulatory re-
quirements if a similar waiver had already been ap-
proved for another state.

� OMB, HHS, and USDA would have to develop common
approaches and requirements related to budget neutral-
ity in consultation with the National Governors Associ-
ation and the National Conference of State Legislatures.

The hearings that were held on this proposed legislation elic-
ited both support and questions by those who testified. NGA Execu-
tive Director Ray Scheppach testified in favor of the legislation,
expressing concern about the current process. He called the current
efforts “a redundant process” whereby states must produce and de-
fend waiver requests, even if other states had already received ap-
proval to implement similar waivers.21 Clinton administration
witnesses, however, emphasized the importance of dealing with
each waiver on its own. HHS Assistant Secretary for Management
and Budget John Callahan likened the process to contract negotia-
tions where both parties need to attain a mutual goal of creating
program innovation and flexibility. Other administration witnesses
reminded the members of Congress that some of what they viewed
as denials of waivers actually came about because the agency had
no authority to waive a particular requirement.

At least one House member, Congressman Major Owens
(D-NY) expressed concern about the process. He queried: “In this
process of rushing to grant waivers and place our faith in the State
governments, do we have some safeguards? And can we have more
safeguards and some stringent penalties for people who violate the
law because the waivers give them a situation where nobody will be
watching, monitoring, holding them accountable?”22

As Owens suggested, the proposed legislation did not focus on
questions of performance. Although some of the existing waiver au-
thorities did highlight performance issues when they required eval-
uation as a condition of the waiver, the proposed legislation
accentuated the streamlining of the process, not the results that
emerged from the changes.
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Conclusion: A Repertoire of
Program-Performance Efforts

Despite the ubiquitous nature of the performance rhetoric, these ex-
amples suggest that there are many pathways that can be taken to
join the federal government’s concern about performance with sen-
sitivity to the needs of the governmental third parties involved in
implementing the programs. In some cases, the two goals are not
compatible; in others, it is possible to work out a mutually agreeable
scenario.

But this process is not an easy one. The approach taken must be
sensitive to differences among policies and programs, differences
among the players involved, the complexity of the worlds of both
the federal and nonfederal agencies involved, and the level of goal
agreement or conflict. As this discussion suggests, however, one of
the most vexing problems in the performance area involves the
availability of “good” data — data that has been verified and be-
lieved to be valid by all parties to the relationship. The data problem
cuts across all of the strategies. Few policy sectors have the tradition
or past investment in the creation of good data systems that would
allow one to know whether performance has actually been
achieved. In addition, the experience with all of these efforts indi-
cates how difficult it is to achieve a performance measurement sys-
tem that focuses on outcomes. Part of the problem relates to the lack
of control many agencies have over the achievement of program
goals and the difficulty of linking program activities to results, even
when those results can be measured.

This repertoire of performance efforts also indicates that gov-
ernmentwide policies such as GPRA are not particularly effective.
The process of defining performance measures seems to work when
it is devised in the context of specific programs, sensitive to the
unique qualities surrounding those initiatives.

As this process unfolds, a number of questions might be con-
sidered by researchers who are attempting to examine the ways in
which strategies have been designed to link performance
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accountability with intergovernmental sensitivity. Future research,
thus, might examine the following questions:

� Who is responsible for establishing the implementation
effort?

� Does the current system actually provide implementers
the opportunity for redefining goals to meet their own
needs?

� What type of a policy is involved? (It may be more diffi-
cult to deal with redistributive policies than with dis-
tributive or regulatory policies.)

� What is the policy instrument used to implement the
program?

� Are the decisionmakers involved general-purpose gov-
ernment officials or program specialists?

� What is the extent of the federal role or presence in the
program area (e.g., level of funding)?

� What is the level of risk for noncompliance as perceived
by both parties?

� What sanctions are available for nonperformance?

� What is the history of past oversight relationships (e.g.,
collegial or conflictual)?

� What is the level of diversity of practices across the
country?

These are the questions that various intergovernmental actors
are attempting to answer as they try to bridge the two competing
imperatives of federal accountability and nonfederal discretion. A
continued foray into this subject area by researchers should prove
useful to those who are examining the more general question of in-
tergovernmental relationships as well as those who are focusing on
these relationships within the context of specific policies and pro-
grams.
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Introduction

In the 1990s all levels of government witnessed many reforms in-
tended to enhance government performance. These reforms in-
cluded a number of management techniques that focused on

improving government’s strategic capacity. “Managing for re-
sults” (MFR) — the careful setting of public goals and measuring
efforts to achieve them — was a central reform effort. MFR has
been defined in expansive terms as “managing in pursuit of the
policy performance consistent with the mission and aims of the
government or agency” (Ingraham, Joyce and Kneedler 2000).
MFR is not limited to any single technique but rather implies a
planning process that produces a “clarity of task and purpose”
(Holmes and Shand 1995) and enables government to understand
and communicate how well it is performing. A primary intent of
MFR is to improve the ability of government to provide perfor-
mance information to citizens and others. This definition distin-
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guishes MFR from previous planning and management reforms
such as management by objective (MBO), performance-based bud-
geting (PBB), and zero-based budgeting (ZBB).

Given the long and somewhat inglorious history of efforts in-
tended to induce rationality into public administration, it should be
of little surprise if public officials view reforms with suspicion
(Downs and Larkey 1986). However, MFR has yielded significant
experiments and new approaches to improving government’s stra-
tegic abilities. This chapter explores the experiences of state govern-
ment in creating MFR frameworks. We begin by discussing
previous research on strategic planning and performance measure-
ment in state government, showing how these approaches are inter-
connected in practice.

The data in this chapter come from the Government Perfor-
mance Project (GPP), a multi-year analysis of government manage-
ment systems at federal, state, and local levels, funded by The Pew
Charitable Trusts. The project is a research initiative of the Alan K.
Campbell Public Affairs Institute at the Maxwell School of Citizen-
ship and Public Affairs at Syracuse University and Governing maga-
zine. We draw on GPP research to discuss a general model of MFR
as it relates to improving the management and strategic capacity of
state governments. We also analyze how states are linking decision
making to strategic planning and measurement. The analysis pro-
ceeds from the following definition and the assumptions it implies:
A performance measurement system should produce accurate and
meaningful information, be linked to actors (such as managers and
elected officials) who will actually use this information to foster
better performance, provide information to legislators to improve
the quality of budget debates, provide information to decisionmak-
ers on the likely effects of reform on performance, and provide in-
formation to citizens about how well their tax dollars are being
spent.

What Is MFR in the Public Sector?

The closest antecedents to today’s MFR efforts are the approaches to
strategic planning traditionally associated with the private sector,
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and discussed in this section (Ansoff 1965, Mintzberg 1993, Porter
1985, Quinn 1980), and government efforts to measure perfor-
mance, discussed in the following section (Joyce and Tompkins
2000, Poister and Streib 1999).

Most definitions of strategy recognize the use of purposeful ac-
tion to direct the behavior of an organization toward a desirable and
predetermined set of goals (Quinn 1980, Schick 1999, Skok 1989).
However, state governments — like all public entities — need to be
aware of the impact of the public-sector environment on the ability
to shape and direct these tasks (Wilson 1989). While some practices
apply to both the private and public sectors, differences relevant to
strategic planning efforts exist (Eldridge 1989,1 Ring and Perry
19852). There may be a “unique public-sector approach to strategic
management” (Miller, 1989, ix).3 One of the major differences is the
lack of competition in the public environment. For many working
on strategy in the private sector, the key reference point taps some
aspect of the marketplace: either competitive advantage (Porter
1985), growth (Ansoff 1965), or market opportunities (Learned et al.
1969). A reliance on the marketplace as a reference point is clearly
not always a feasible or desirable benchmark for public efforts.

Understanding strategic planning in the public sector therefore
requires knowledge of key influences on the process and its im-
pacts. One lesson is that an emphasis on planning frequently treats
it as a goal in itself rather than as a means to other ends. An active
planning process can thus not only substitute for actual action but
may contribute to a perception of planning processes and docu-
ments as public relations tools that cover up the failings of actual
implementation (Mintzberg 1993, Langley 1988). MFR explicitly
considers planning as a way of fostering greater accountability and
higher performance. For instance, a central criterion of MFR is the
communication of actual performance results to citizens and elected
decisionmakers to ensure public accountability.

A related lesson is a growing awareness that the success of
planning depends on critical contingencies both internal and exter-
nal to the organization. Strategic management literature came to a
similar conclusion in the 1970s, reflected in a change of focus from
planning to management (Ansoff, Declerck and Hayes 1976). The
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shift emphasized that a consideration of the feasibility of manage-
ment challenges in the setting of goals enhances the likelihood of
success. This shift was reflected in the public sector by an apprecia-
tion of the complexities of implementation (Pressman and
Wildavsky 1973). A focus on implementation — and the ability of
organizational stakeholders to block or facilitate it — relegates cen-
tral technocratic strategic efforts as secondary in importance to po-
litical support for program, policies, and activities.

Performance Measurement and

Contemporary MFR Reforms

Strong measurement is important to MFR but is only one aspect,
and other activities and conditions precede it (see Box I). Under-
standing MFR begins with the fundamental understanding that
performance measurement does not, in itself, necessarily influence
performance.

The history of efforts to induce rationality into the governing
process is largely one of high hopes dashed. Joyce and Tompkins
(2000, 5) offer summary observations on previous PBB efforts that
provide a note of caution. The ambitions of PBB reforms have out-
stripped the analytical and information management capacity of
government agencies, lack of political leadership and unclear or
conflicting expectations has dogged the reforms, and rational plan-
ning systems are incompatible with the inherently political budget-
ary process characterized by competing interests. Despite this
cautionary experience with related reforms, the last decade has seen
increased strategic planning and performance measurement in state
governments. For example, Melkers and Willoughby (1998) report
that 47 of 50 states have PBB requirements. Of these 47, 31 states
have performance-based budgeting legislation and 16 more states
prescribe PBB through administrative requirements. Melkers and
Willoughby define PBB as a system that requires strategic planning
at the agency level for missions, goals, and objectives, and requests
that quantifiable performance information relate to program out-
comes. This definition does not require the use of performance in-
formation in budgeting — a standard associated with a narrower
and more precise definition of performance budgeting (Fielding
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Box I: Core Components of

Managing for Results

Managing for results can occur in different ways and over-
laps with other management concepts such as strategic plan-
ning and performance management. However, MFR does
include a number of core components:

� Government sets goals.

� Goals are quantifiable, have identifiable targets, are

oriented to outputs and outcomes; and focus on the me-

dium-term perspective.

� Goals are informed by consultation and consensus in-

volving the executive and legislative branches and

stakeholders.

� Goals are communicated to employees.

� Goals are communicated to the public.

� Goals are specifically linked to a responsible actor.

� Goals are broken down to lower-level objectives and ac-

tion steps.

� A performance measurement system tracks the imple-

mentation of goals.

� Performance is reported on a regular basis.

� Performance information is verified.

� Performance information is used to hold people ac-

countable, and to improve allocative and operational

efficiency.



Smith 1999). Snell and Grooters (1999) find more specifically that 32
states have overall “governing for results” legislation (including re-
quirements to report performance information). Thirteen require a
statewide strategic/long-range planning, 27 states require the use
of performance information in the budget, and 18 states require
agency planning.

If, as these numbers suggest, state governments are increas-
ingly using the concepts and tools of MFR, what conditions lead
states to use the technique? Strategic planning is more likely to oc-
cur early in a gubernatorial term as new leaders promote their vi-
sion of governance before focusing on reelection. Agencies with
slack resources are also more likely to plan. Agencies further tend to
adopt strategic planning if similar agencies in nearby states are al-
ready doing so, or if they work closely with the private sector (Berry
1994). Other factors prompting state governments to adopt MFR are
the devolution of responsibilities from the federal level to the states,
a perceived need to involve citizens in decisionmaking, and techno-
logical breakthroughs that allow complex performance measure-
ment (Liner and Vinson 1999).

Unfortunately, the exponential use of MFR-related tools in
government is not matched by a similar growth in understanding
the results of such use (Wechsler 1989). Research on strategic plan-
ning in the public sector generally focuses on individual agencies
rather than taking a governmentwide approach (Wechsler 1989,
Berry 1994, Berry and Wechsler 1995). Even comprehensive descrip-
tive analyses of how states are using information on performance as
well as measuring it have been limited.

The Government Performance Project

To fill these gaps, the Government Performance Project (GPP) con-
ceptualizes MFR as a range of associated management processes
and actions, and examines MFR as from both the governmentwide
and individual agency level. GPP research also examines actual
state government experience with MFR. This in-depth approach al-
lows understanding of the extent states use MFR, what aspects of
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MFR are in place and used, the performance the process produces,
as well as the contextual factors associated with MFR.

The GPP collects data through detailed surveys, content analy-
sis of government documents, and interviews with executive and
legislative officials in all 50 states. The survey examines five man-
agement systems: financial management, human resource manage-
ment, information technology management, capital management
and managing for results. The project uses clearly specified criteria
for each management system to assess and grade the quality of
management capacity in each state. Table 1 grades each state in
MFR as well as its overall capacity in all five management systems.

Linking Capacity, Measurement,

and Performance

The GPP defines management capacity as the “government’s in-
trinsic ability to marshal, develop, direct, and control its human,
physical, and information capital to support the discharge of its
policy directions” (Ingraham and Kneedler 2000).4 Management
capacity is not a single system, but a wider network of informa-
tion.

How does management capacity link to performance and its
measurement? Recent reform rhetoric has rejected process and
pleaded for results, giving the misleading impression that govern-
ments must choose between the two. Government reformers also
often mistakenly assume that a performance measurement system
equates with improved performance or a focus on results. How-
ever, performance measurement, by itself, simply produces infor-
mation; it says nothing about how this information is used. The
distinction between measurement and management is important,
because it highlights the fundamental point that while having a
measurement system in place provides one set of information
about performance, it is no guarantee that good performance will
occur or has occurred.
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Table 1: State Grades on Managing for Results and
Overall Management Systems — 1998

State

MFR

Grade

Overall

Grade State

MFR

Grade

Overall

Grade

Alabama F D Montana C B-

Alaska C- C Nebraska B- B

Arizona B- C Nevada C C+

Arkansas D C- New Hampshire D+ C+

California C- C- New Jersey B- B-

Colorado C C+ New Mexico D+ C-

Connecticut D+ C- New York D+ C-

Delaware B B North Carolina B- B

Florida B C+ North Dakota D B-

Georgia C+ C+ Ohio C+ B

Hawaii C- C- Oklahoma D+ C

Idaho C- C Oregon B+ B-

Illinois C B- Pennsylvania B- B

Indiana C C+ Rhode Island C C-

Iowa B+ B South Carolina B- B

Kansas C B- South Dakota D B-

Kentucky B B Tennessee C B-

Louisiana B B- Texas B+ B

Maine C C Utah B+ A-

Maryland B- B Vermont B- B-

Massachusetts C B- Virginia A- A-

Michigan B B+ Washington B+ A-

Minnesota B B West Virginia C C+

Mississippi C C+ Wisconsin C B

Missouri A- A- Wyoming C C
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Box II: GPP Criteria for

Evaluating Managing for

Results in State Government

1. Government engages in results-oriented stra-
tegic planning:

• Strategic objectives are identified and pro-
vide a clear purpose.

• Government leadership effectively commu-
nicates strategic objectives to all employees.

• Government plans are responsive to input
from citizens and other stakeholders, includ-
ing employees.

• Agency plans are coordinated with central
government plans.

2. Government develops indicators and evaluative
data that can measure progress toward results
and accomplishments:

• Government can ensure that data are valid
and accurate.

3. Leaders and managers use results data for
policymaking, management, and evaluation of
progress.

4. Government clearly communicates the results
of its activities to stakeholders.



In contrast to the approaches of the International City/County
Management Association and Urban Institute, the Government Per-
formance Project emphasizes management capacity rather than end
performance measures. Good management and strong capacity are
significant, in this perspective, because capacity is the platform for
performance. The utility of performance measurement depends on
the political environment as well as the government’s management
capacity. For performance information to be useful, two things need
to happen, and both are linked to management capacity. First, per-
formance information needs to be of good quality. This quality de-
pends on the types of measures adopted, how closely measures
reflect strategic objectives, and how widely stakeholders accept
measures as relevant. Second, governments need to show how per-
formance information feeds decisionmaking5 and efforts to im-
prove management, allocate resources, and set goals. Such
processes underlie an effective MFR system. Such a system has the
potential to integrate other management systems in government
(GAO 1994, 3):

In addition to obtaining stakeholders’ agreement on strategic

goals and measuring the progress made toward achieving those

goals, some of the states were beginning to align their informa-

tion, human resource, budgeting, and financial management

systems to better ensure that the systems support managers in

their efforts to achieve statewide and agency goals.

By identifying, collecting, and using performance information
then, leaders have a sound basis for evaluating the efficacy of pro-
grams and policies as well as of management systems. MFR also po-
tentially establishes a tool for effective organizational learning —
for understanding the reasons for governmental success or failure.

The State of the States in

Strategic Management for Results

States rely on a number of MFR systems represented by different
types of documents. One approach is to develop an overarching
statewide strategic plan. Another is to pursue strategic planning at
the agency level. States may also present MFR information through
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the annual budget.6 All states have taken some steps towards MFR
and 47 have adopted systematic documented MFR processes (see
Table 2), while 44 pursue strategic planning (see Figure 1).7

Table 2: Types and Nature of Strategic Plans in State Government

Strategic Planning Elements

Statewide

Plans (17) Budget (31)

Agency Plans

(34)

Statewide mission statement 12 3 N/A

Core values 9 1 24

Mission statements for individual
agencies

2 11 30

High-level outcome goals 17 9 27

Lower-level objectives 12 14 30

Medium-/long-term goals (3
years or more)

1 2 6

Short-term goals (1-2 years) 0 2 5

Quantified performance targets 3 10 11

Specific performance measures 8 24 20

Implementation strategies 6 2 20

Responsibility for goal linked to
agency

4 5 N/A

Responsibility for goal linked to
subagency unit

0 14 6

Responsibility for goal linked to
program level

0 6 10

Responsibility for goal linked to
named manager

1 0 3

Key external factors (the econ-
omy, resources, necessary legisla-
tion, others)

7 5 15

Seventeen states produce overarching strategic plans to coordi-
nate policy and provide a central vision for the state’s future. How-
ever, the broad nature of some of these documents allows
disconnect between statewide planning and individual agency
planning efforts. Statewide plans tend to be somewhat successful at
creating a vision for governance and stating core values, high-level
outcome goals, and lower-level objectives, but these plans are weak-
est in explicitly linking broad goals to lower levels of responsibility.
Of the 31 state budgets considered as having elements of MFR, 19
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also qualify as strategic plans. Because most budgets are divided
into agency level and program information, budgets are strongest
in conveying agency mission statements, lower-level objectives,
and performance results. The most popular, and most comprehen-
sive, approach to producing MFR information occurs through stra-
tegic planning at the agency level. States employing agency
strategic plans are likely to include more of the basic elements of
MFR, including setting goal and targets, providing performance
data, and linking responsibility for achieving goals to a specific
agency, program, or manager. Overall, 24 states choose some com-
bination of statewide planning, presenting goals in the budget or
agency strategic planning. Thirteen states plan solely through
agency documents, more than any other category.8

Types of Performance Measures

Output measures tend to be much more numerous than outcome
measures in almost all states; only exceptional states such as Utah,
Virginia, and Oregon place primary emphasis on outcomes. Apart
from ease of measurement and the ability to more directly link to
agency mission, one of the main reasons for focusing on outputs is
that these measures are more directly under the control of agencies.
North Carolina differentiates intermediate from policy outcomes,
clarifying the latter as high-level outcomes that cut across functional
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responsibilities and cannot be attributed to any single agency. Inter-
mediate outcomes link specific agency efforts with the larger policy
outcomes. In fact, states most frequently create outcomes at the
agency or program level — intermediate outcomes in North
Carolina’s terminology.

Efforts to tie policy outcomes to intermediate outcomes carry
two main risks. The first is that without careful attention to the logi-
cal link between these outcomes and agency activities, outcomes
can become irrelevant to day-to-day management. The second risk
is that managers setting outcome goals at the program or agency
level may not consider the main policy outcomes of state govern-
ment. If there is no alignment between high-level goals and inter-
mediate outcomes, a disconnect in the government goal-setting
process occurs.

Using Performance Information

As we noted earlier, the concepts of capacity and management ex-
tend beyond simple performance measurement, and include the in-
tegration of MFR with management systems and actively using
performance information. Performance measurement can link to
management capacity if information is used to:

a) Track the performance of programs and management
systems.

b) Promote better decisionmaking in the areas of re-
source allocation, process improvement, and man-
agement systems.

The effective use of information in turn depends on the quality
of its distribution, and participants’ incentives to use it. At least five
clear purposes of performance information contribute to effective
use:

� Enhancing accountability through informing the public.

� Managing for performance improvement.
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� Broadening the understanding of links between management

capacity and level of performance.

� Fostering better resource allocation.

� Using performance contracting.

Enhancing Accountability

Strategic planning and performance measurement can produce a
clear statement of what government intends to achieve and track
how well it succeeds. Providing performance information directly
to the public enhances the ability of citizens to be informed about
how government works, and shapes public expectations of govern-
ment’s obligation to provide accessible performance information
and meet standards of performance. Performance measures are in-
creasingly reported in performance reports and state budgets. Per-
formance measures, particularly outcome measures, may also make
a meaningful contribution to the public policy debate and motivate
citizen interest. Both Maryland and Hawaii offer examples of
lower-than-projected education test scores becoming a matter of
public debate, leading the states to invest increased resources in ed-
ucation, and improve their administrative capacity. In its response
to the GPP survey, Hawaii noted that performance measures “be-
came the focal point of public demands to change its current gover-
nance status and management practices.” Hawaii enhanced its
capacity by changing its management and personnel policies.

Managing for Performance Improvement

Perhaps the most widespread use of performance information is
among managers seeking to improve the operational efficiency of
their programs and work processes. The type of performance infor-
mation useful for understanding and improving work processes are
efficiency measures, service quality indicators, workload indica-
tors, and customer satisfaction rates. These measures can be used to
set performance targets and develop strategies for achieving these
targets, track performance over time, benchmark against other or-
ganizations, and establish performance contracts with employees or
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the private sector. Management and employees are critical users of
such information, but elected officials are also important consumers
of performance information on which they can base future deci-
sions. These officials can play an important part in demanding im-
proved performance.

States provided a number of examples of the uses of perfor-
mance information to improve performance. For example, the Con-
necticut Department of Information Technology benchmarked
efficiency measures against public and private organizations. The
resulting analysis led the department to adjust its workflow sched-
ules and processes to reduce per unit costs, which in turn led to a
drop in the per unit rates charged by the state’s data center. Massa-
chusetts’s Department of Social Services (DSS) provides another
case in which performance measures, coupled with political over-
sight, heightened pressure to perform. DSS sets annual adoption
targets for each area office and closely tracks progress towards
achieving these targets throughout the year. The commissioner em-
phasizes the adoption initiative in meetings with each area office,
and senior managers meet frequently with area office managers to
discuss adoption activities. Since performance targets were intro-
duced, the number of adoptions has nearly doubled.

Using Information to Strengthen Capacity

State decisionmakers also use performance measures to focus on
how work is organized, capacity issues such as management sys-
tems and tools, and choices in providing services. Information on
capacity is often not performance data per se, but is focused on how
present capacity enables or constrains performance, and how capac-
ity changes would improve performance. Government leaders, and
especially elected officials, are the critical audience for this informa-
tion owing to their ability to make decisions that change the way
government develops capacity. Linking performance and capacity
gives leaders a realistic understanding of how structures, processes,
and rules create the parameters of performance, and how purpose-
ful reform of these parameters can improve performance.
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North Carolina provides an example of the use of performance
information to strengthen capacity. That state benchmarks perfor-
mance measures to assess not only the competitiveness of costs but
also whether to outsource specific services. North Carolina’s wider
MFR framework identifies strategic missions and client groups of
work groups, highlighting duplication of effort and producing
structural changes in these programs. For instance, the state has
consolidated the Division of Employment and Training in the De-
partment of Commerce and the Workforce Preparedness Office in
the Governor’s Office.

These examples show that states use performance measures to
track the effectiveness of management systems, but the evidence is
less clear regarding how states integrate this information into
broader reform. A key element in such efforts is changing the alloca-
tion of resources.

Fostering Better Resource Allocation

Tying performance measures to resources can yield a number of
benefits, including enhancing the quality of the budgetary debate,
providing incentives for participants to reach performance targets,
investing in effective programs, and tackling areas of poor perfor-
mance. However, a simple link between performance and budget-
ing — where high performers gain more resources and low
performers receive less — poses a dilemma for decisionmakers:
should the rewards go to agencies that perform well, or to those that
need help? For example, in Missouri, positive effects on student per-
formance of a program of elementary education prompted the state
to allocate more resources to this program. However, such a simple
link between performance and reward does not provide a compre-
hensive recipe for allocating resources. “Survival of the fittest” may
be attractive to some, but it is not an appropriate decision rule for
government. The ability to measure achievement and perform well
may be unevenly distributed across different types of public func-
tions (Wilson, 1989), but that does not mean that more public re-
sources should be diverted to high-performing functions as a result.
Given that states rarely eliminate a program or agency, the perfor-
mance dilemma arises frequently. In responding to questions about
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how performance measure impacts on resource allocation, most
states recognized the complexity of this link. Hawaii noted:

When resources are limited or insufficient, the link between per-

formance measures and resource allocation becomes blurred.

Even if a program “performs well” commensurate funding may

not be forthcoming if it is considered a marginal function of gov-

ernment. Conversely, less cost-effective, or “poorly-performing”

programs may continue to be funded if these are “essential” gov-

ernment functions — such as education, welfare or prisons.

In fact, GPP evidence demonstrating a link between perfor-
mance measures and resource allocation shows that legislators al-
most always increase or reallocate resources to aid poor performers
or meet policy challenges highlighted by performance measures.
These experiences suggest that performance measures can highlight
issues of capacity for legislators, but that they focus heavily on
agencies that need to build capacity and performance, not on re-
warding those with some success in doing so. For example,
Oklahoma’s health care agencies used the number of uninsured
children as an indicator of efficient health care access. Elected offi-
cials determined that this number was unacceptably high and
moved to expand Medicaid to target young children and pregnant
women. Texas examined the number of cases of preventable child-
hood diseases and used this information to boost funding for state
immunization.

Joyce and Tompkins (2000) use GPP data to offer another inter-
pretation on the link between performance measures and budget-
ing. PBB is perhaps the most difficult aspect of MFR to implement,
because it is closely linked to the politics of budgeting, and legisla-
tors are reluctant to adopt a form of decisionmaking that may limit
their discretion. However, once an MFR system is adopted, perfor-
mance information may influence budget decisions by actors other
than legislators at different levels of the budget process. The budget
process ends in legislative decisions but is preceded by budget
preparation at the agency level, as well as central budget office re-
view and coordination. Use of performance measures at these deci-
sion points affects both budget proposals and final resource
allocations, but in a way that may not be directly observable. In
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other words, performance information may shape the kinds of in-
formation provided to political decisionmakers, and thus influence
their decision indirectly.

Joyce and Tompkins find most states using performance infor-
mation at the agency level, although it is unclear how much this af-
fects budget proposals. Only four states — Missouri, Texas,
Louisiana, and Virginia — use performance information exten-
sively at the central budget office (19 central budget offices report
some use). Only in Louisiana is there evidence that legislators ac-
tively use performance information in making decisions. Such pau-
city of use is surprising, given that a large majority of states have
some sort of PBB legislation. A legislative underpinning and initial
claims of an active PBB process do not, therefore, translate into the
use of performance information by state legislators. In responding
to the GPP, states explain that legislative officials often view perfor-
mance measures with skepticism, and are unlikely to use perfor-
mance information unless it coincides with dominant constituent
interests. This skepticism is partly due to the poor quality of the data
— a problem that more performance auditing is intended to address
— and partly due to lack of legislative involvement in setting goals
and measures for performance measurement.

Performance Contracting

One of the relatively unexplored uses of performance information is
to manage relations with external partners that provide public ser-
vices. This is sometimes described as performance contracting
(Martin 1999).9 With the recent shift to a governance perspective
(Frederickson 1999) and the growing use of networks (O’Toole
1997) encouraging an agnostic approach in choosing how services
are delivered, performance information will become increasingly
important in judging how well these services are delivered. Such use
is already occurring. Massachusetts reports that its Department of
Mental Health has developed performance indicators for private
providers, commenting that “The overall objective is to improve
provider’s performance through a standardized process that articu-
lates expectations and identifies standards for each service type.”
The state includes standards and indicators in the
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request-for-responses it sends to private bidders and negotiates
them into contracts, along with specific performance targets.
Semi-annual performance reports and review meetings maintain
the emphasis on performance standards. Michigan reports that its
Department of Education builds performance criteria into grants,
and uses them to judge grantee performance. Minnesota’s Pollution
Control Agency develops performance agreements with regulated
industries. By measuring pollution outcomes, the agency can nego-
tiate waivers that enable industries to accelerate pollution reduction
by bypassing normal bureaucratic rules. The Minnesota Depart-
ment of Labor has taken a similar approach with private insurance
companies, establishing goals for turnaround times for paying
workers compensation and working with companies to reach these
goals.

Including performance information in the contracting process
has clear potential advantages. The public sector can specify the
level of performance it requires and reward contractors accord-
ingly. However, benefits do not automatically accrue from such ar-
rangements. Public managers need to ensure that the targets in
contracts accurately reflect program goals. Managers can motivate
contractors by formal and specified targets, but if the targets only
partially represent program goals, services will be skewed away
from their original purposes (Heinrich 1999). In short, public em-
ployees need to manage the contract relationship carefully. Unfor-
tunately, despite the growing importance of such contract
management skills, traditional public administration curricula do
not focus on developing them (Kettl, 1993, 1998).

Managing for Results Gains a Foothold

Embedding performance measures in internal and external con-
tracts shows how performance data, when used well, can improve
government. As Hatry (1996, ix) points out: “The ultimate purpose
of performance measurement is to use the measurement informa-
tion to help make improvements — whether to expand, delete or
modify programs. This use still appears to be highly limited." Al-
most all state governments can cite examples where they have used
performance data effectively, but they find it much more difficult to
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demonstrate careful and systematic consideration of performance
information — and not simply a happy coincidence. Achieving this
objective requires more than a performance measurement system: it
also requires a managing for results system. More attention and
commitment to the processes and products of MFR are likely to
yield more lasting impact on the information the system acquires.
As well as measuring performance, states must also plan strategi-
cally, create goals that are substantively valuable and linked to mea-
sures, have a clear game plan for using performance information,
provide the right information to the right people, and create incen-
tives to ensure appropriate results. Increasingly, states are trying to
assemble these pieces. Legislative connection and commitment to
performance measurement and management is a problem in virtu-
ally all states, however, and disconnect between the executive and
the legislature in setting goals and sharing information appears to
be common.

Despite these failings, the practical contributions of MFR
should not be overlooked. State governments are using these tools,
and gaining proficiency in their use. While legislative intent and
rhetoric may be more ambitious than practice, elements of MFR are
common enough in government that they can shed the “novelty”
tag. Public service providers have moved beyond the basic ques-
tions of: “What is strategic planning?” and “What is
benchmarking?” to the questions so important to success: “How do
these tools fit with each other?” and “How can I make them work?”
Committing to the strategic significance of MFR — and integrating
it into the everyday processes of governance — provides one way to
answer such questions and ensure improved performance.

Endnotes
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1 Eldridge (1989) suggests a number of reasons why strategic management will be

applied differently in the public sector: governments confront less competition

than businesses, customer influence is likely to be weaker, measuring work perfor-

mance is more difficult, there are greater restraints on rewards and punishments

and a governmental unit is subject to more frequent changes in leadership, more

stakeholders and greater outside influence. Governments also normally fulfill far

more purposes than private companies.
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2 Ring and Perry suggest that the factors that make public strategy unique
will also make it more reactive than purposeful (1985 p. 282). Due to “pol-
icy ambiguity, open and intense influence processes and coalition instabil-
ity, public organizations can be characterized as low on deliberate strategy
and high on emergent and unrealized strategy. If this characterization is
correct, any manager who is unable, for instance, to relinquish intended
strategies in order to pursue emergent strategies is likely to fail.”

3 While Miller asserts that there is a unique approach to public strategy, he struggles

to identify any uniform approach particular to public management. Rather, he suc-

ceeds in identifying the institutional characteristics that are unique to public man-

agement and influence public strategy. Among these are goal vagueness, media

and interest groups that constrain bold action, a greater emphasis on who gets what

rather than the actual quality of goals, conflicting values, and an emphasis on con-

servative management rather than risk taking.

4 New Zealand, a pioneer in the use of performance to ensure accountability, re-

cently focused on the idea of public management capacity in broadly similar terms.

The New Zealand State Services Commission’s working definition of capability

is: “Having, or being able to access, the appropriate combination of resources, sys-

tems and structures necessary to deliver the organization’s outputs to customer

specified levels of performance on an ongoing basis for the future” (State Services

Commission, 1999 p. 5)

5 In addition to relying on data of a high quality, effective use of performance infor-

mation is dependent upon data that is both timely and easily available.

6 Since all states produced budgets, and all budgets are not MFR documents, bud-

gets had to include some goals or measures to be regarded as an MFR document.

Strategic planning is a narrower aspect of MFR. To be regarded as a strategic-plan-

ning document, budgets had to have a short or medium term strategic goal or target

that is to guide government activities. Nineteen state budgets could be regarded as

a strategic planning documents by this criterion, and are included in Figure 1.

7 The analysis of state MFR processes reflect in Table II is based on the documenta-

tion of these efforts. The assumption of this research approach is that any system-

atic effort to manage for results will be reflected in some written format. States that

could not provide documentation for an MFR system are not given credit.

8 This is the greatest difference observed between state and city experiences with

MFR, which the GPP also studies. The 35 largest cities (on the basis of revenue)

showed a strong preference for some form of central coordination of strategic plan-

ning through either the budget or a citywide plan. Indeed, no large city relied solely

on individual agency plans for strategic planning (Moynihan 2000).

9 Martin offers a definition of performance contracting: “A performance contract is

one that focuses on the outputs, quality and outcomes of service provision and may

tie at least a portion of a contractor’s payment, as well as any contract extension or

renewal, to their achievement” (1999 p.1).



References

Ansoff, H. I. 1965. Corporate Strategy. New York: McGraw Hill.

Ansoff, H. I., R. P. Declerck and R. L. Hayes, eds. 1976. From Strategic

Planning to Strategic Management. London: John Wiley

Berry, F. S. 1994. “Innovation in Public Management: The Adoption
of Strategic Planning.” Public Administration Review, 54

July/August No. 4: pp. 322-330.

Berry, F. S., & Weschler, B. 1995. “State Agency's Experience with
Strategic Planning: Findings from a National Survey.” Public

Administration Review, 55 March/April No. 2: 159-68.

Bryson, J.M. 1995. Strategic Planning for Public and Nonprofit Organi-

zations: A Guide to Strengthening and Sustaining Organizational

Achievements. San Francisco: Jossey-Bass, 1995.

Cook, T.J., Vansvant, J., Stewart, L. & Adrain, J. 1995. “Performance
Measurement: Lessons Learned for Development Manage-
ment.” World Development, 23, No. 8: 1303-1315.

Downs, G. W. and Larkey, P. 1986. The Search for Government Effi-

ciency: From Hubris to Helplessness. New York: Random House.

Eldridge, William H. 1989. “Why Angels Fear to Tread: A Practitio-
ner’s Observations and Solutions on Introducing Strategic
Management to a Government Culture.” In Jack Rabin, Gerald
J. Miller, and W. Bartley Hildreth, eds. The Handbook of Strategic

Management. (pp. 319-336). New York: Marcel Dekker, Inc.

Fielding Smith, J. 1999. “The Benefits and Threats of PBB: An As-
sessment of Modern Reform.” Public Budgeting and Finance, 19,

No. 3: 3-15.

Frederickson, H. G. 1999. The John Gaus Lecture. Presented at the
1999 Annual American Political Science Association Confer-
ence, September, 1999.

332

Quicker, Better, Cheaper?

Managing Performance in American Government



Hatry, H. 1996. Foreword. In A. Halachmi & G. Bouckaert, eds. Or-

ganizational Performance and Measurement in the Public Sector: To-

wards Service, Effort and Accomplishment Reporting. (pp. i-ix).
Westport, CT: Quorum Books.

Heinrich, C. J. 1999. “Did Government Bureaucrats Make Effective
Use of Performance Management Information?” Journal of Pub-

lic Administration and Research Theory, 9: pp. 363-393.

Holmes, Malcolm and David Shand. 1995. Management Reform: Some

Practitioner Perspectives on the Past Ten Years. Paper presented at
the SOG Ten-Year Reunion.

ICMA and the Urban Institute. 1997. Comparative Performance Mea-

sures: FY 1995 Report . Washington, D.C.: Urban Institute and
the International City/County Management Association.

Ingraham, P. W., Joyce P. J. and Kneedler, A. E. 2000. Managing for

Performance. Ch. 3, Draft Manuscript prepared for John
Hopkins University Press.

Ingraham, P.W. and Kneedler, A. E. 2000. “Dissecting the Black Box
Revisited: Characterizing Government Management Capac-
ity.” In Laurence E. Lynn, Jr., ed. Models and Methods for the Em-

pirical Study of Governance, Georgetown University Press.

Joyce, P. G., and S. Sieg Tompkins. 2000. Using Performance Informa-

tion for Budgeting: Clarifying the Framework and Investigating Re-

cent State Experience. Paper presented at the 2000 Symposium of
the Center for Accountability and Performance of the Ameri-
can Society for Public Administration, George Washington
University, Washington, D.C.

Kettl, D. 1993. Sharing Power: Public Governance and Private Markets.
Washington, DC: Brookings Institution Press.

Kettl, D. 1998. Reinventing Government: A Fifth Year Report Card.
Washington, DC: Brookings Institution Press.

333

Beyond Measurement:

Managing for Results in State Government



Langley, A. 1988. “The Role of Formal Strategic Planning.” Long

Range Planning. 21, 3: pp. 48.

Learned, E. P., C. R. Christensen, K. R. Andrews and W. D. Guth.
1969. Business Policy: Text and Cases (rev. ed.). Homewood, IL:
Richard D. Irwin.

Liner, B., and Vinson, E. 1999. Will States Meet the Challenge? Wash-
ington, D.C.: The Urban Institute.

Martin, L. L. 1999. “Performance contracting: Extending perfor-
mance measurement to another level.” PA Times 22, 1: pp. 1, 8.

Melkers, J., & Willoughby, K. 1998. “The State of the States: Perfor-
mance-Based Budgeting Requirements in 47 out of 50.” Public

Administration Review, 58 January/February No. 1: pp. 66-73.

Miller, Gerald L. 1989. “Introduction.” In Jack Rabin, Gerald J.
Miller, and W. Bartley Hildreth eds. The Handbook of Strategic

Management. New York: Marcel Dekker, Inc.

Mintzberg, H. 1993. “The Pitfalls of Strategic Planning.” California

Management Review 36, Fall: pp. 32-48.

Mintzberg, H. 1994. “The Fall and Rise of Strategic Planning.” Har-

vard Business Review, January-February: pp. 107-114.

Moynihan, D. P. 2000. Managing for Results in the Cities: Report from a

National Survey. Paper presented at the Western Social Science
Association, San Diego, April 26th-29th, 2000.

O’Toole, Laurence. 1997. “Treating Networks Seriously: Practical
and Research Based Agendas in Public Administration.” Public

Administration Review 57, January-February No. 1: pp. 45-52.

Poister, T. H. 1983. Performance Monitoring. Lexington MA:DC
Health and Co.

Poister, T. H., & Streib, G. 1999. “Performance Measurement in Mu-
nicipal Government: Assessing the State of the Practice.” Public

Administration Review, 59 July/August No. 4: pp. 325-335.

334

Quicker, Better, Cheaper?

Managing Performance in American Government



Porter, M. E. 1985. Competitive Strategy. New York: Free Press.

Pressman, J. L. and Wildavsky, A. 1973. Implementation: How Great

Expectations in Washington Are Dashed in Oakland. Berkeley, CA:
University of California Press.

Quinn, J. B. 1980. Strategies for Change: Logical Incrementalism. Home-
wood, Ill: Richard D. Irwin.

Ring P. S. and Perry, J. L. 1985. “Strategic Management in Public and
Private Organizations: Implications of Distinctive Contexts
and Constraints.” Academy of Management Review 10, No. 2: pp.
276-286.

Schick, A. 1999. Opportunity, Strategy, and Tactics in Reforming Public

Management. Presented at Government of the Future: Getting
from Here to There, OECD Symposium held in Paris, 14-15
September 1999.

Skok, James. E. 1989. “Towards a Definition of Strategic Manage-
ment for the Public Sector.” American Review of Public Adminis-

tration 19, June No. 2: pp. 133-148.

Snell, R., and Grooters, J. 1999. Governing-for-Results: Legislation in the

States. Draft Report to the National Council of State Legislatures.

State Services Commission (Government of New Zealand). 1999. As-

sessing Department's Capability to Contribute to Strategic Prior-

ities. Occasional Paper No. 16. Wellington: State Service Com-
mission.

U.S. General Accounting Office. 1994. State Experiences Provide In-

sights for Federal Management Reforms. Washington. D.C.: US
General Accounting Office.

Wechsler, B. 1989. “Strategic Management in State Government.” In J.
Rabin, G. J. Miller, & W. B. Hildreth, eds. The Handbook of Strategic

Management (pp. 353-71). New York: Marcel Dekker, Inc.

Wilson, J. Q. 1989. Bureaucracy. New York: Basic Books.

335

Beyond Measurement:

Managing for Results in State Government



13

Performance Budgeting in the States

Katherine G. Willoughby

and Julia E. Melkers

Introduction

O
ver the past decade, state governments have established legal
and/or administrative requirements for performance based
budgeting systems that incorporate requirements for mea-

suring and reporting agency and program performance results
(Melkers and Willoughby 1998). The adoption of these requirements
coincide with the Governmental Accounting Standards Board
(GASB) attention to performance measurement development and
use in state and local governments. To assist governments in perfor-
mance measurement reporting, GASB has established the Service Ef-
forts and Accomplishments (SEA) indicators, which involve both
financial and nonfinancial performance measures of service efforts
and accomplishments information.1 Their goal is that governmental
entities track and report these in their financial documents. In fact,
governments have moved beyond the establishment of requirements
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for results-based systems to the institutionalization of performance
measurement and performance budgeting in the routine administra-
tion of agency programs and activities. Such systems require stronger
roles for planning and goal setting, and stipulate the conduct of per-
formance measurement and reporting about program results. This
chapter summarizes the findings of a mail survey focusing on how
performance measurement and a results orientation have influenced
state budgeting regarding budget actors, budget cycles, relation-
ships, and perceptions of government on the part of the media and
citizens. We address state government budget officers’ perceptions of
the importance of performance measurement and performance
based budgeting in particular. We investigate how and when perfor-
mance measurement information is used in decisions about spending
by this select group of budget actors. This research should be helpful
to governments as they begin to experiment with methods of pre-
senting indicators externally via financial and program reports in or-
der to provide stakeholders (citizens, other governments, investors,
etc.) with reliable information about their performance.

What Do We Mean by Performance,
Its Measurement, and Performance

Based Budgeting Systems?

Carnevale and Carnevale (1993) point out that the current focus on
performance measurement by governments, while reminiscent of
the progressive era, is different; there is an enhanced emphasis in
public organizations on quality, variety, customization, conve-
nience, and timeliness of services and programs over and above
economic efficiency concerns. Similarly, DuPont-Morales and Har-
ris (1994) discuss accountability for purpose (vision/mission), di-
rection (goals/strategies), and impact (output/outcome, results)
that is quite distinctive from cost concerns. They clarify the impor-
tance of beginning with a clear understanding of mission when con-
sidering agency performance and measurement of that
performance. For example, they distinguish between possible mis-
sions for corrections services as reforming behavior to provide for
safer communities versus understanding the mission as one of the
safe storage of criminals away from citizens.
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The National Center for Public Productivity (1997) recognizes
that performance measurement has evolved to consider more than
simple efficiency. Rather it points to several components that are
important for a complete assessment of government performance
regarding any activity or program:

� Productivity, which quantifies the outputs and inputs
of an organization and expresses the two as a ratio;

� Effectiveness, which determines the relationship be-
tween an organization’s outputs and what an organiza-
tion is intended to accomplish;

� Quality, which examines an output or the process by
which an output is produced, indicated by attributes
such as accuracy, thoroughness, and complexity; and

� Timeliness, which evaluates the time involved to pro-
duce an appropriate output (The National Center for
Public Productivity 1997).

Hatry (1999), a well-known authority on performance mea-
surement applications, also recognizes that the modern concept is
more complicated than that considered adequate for activity based
budgeting of the 1950s. He emphasizes that performance measure-
ment incorporates all of the concepts relayed above, in addition to
the requirement for regularity in the measurement of results. He
(1999: Chapter 1) states that, “regular measurement of progress to-
ward specified outcomes is a vital component of any effort at man-
aging-for-results, a customer-oriented process that focuses on
maximizing benefits and minimizing negative consequences for
customers of services and programs.”

In his “how-to” for performance measurement, Hatry (1999)
then argues that all agencies that serve the public/citizens/clients
can measure performance (some better than others) and such data
are useful for:

� budget justification,

� management improvement and monitoring of program
success/problems, and
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� addressing equity concerns.

Regarding equity, he states, “A well-designed measurement system
enables agency managers to assess the fairness of a program and
make appropriate adjustments. A good performance measurement
system will help officials demonstrate to the public and to
policymakers that services are delivered fairly and this will build
trust.” Of the uses for performance data noted by Hatry, we address
government officials and staff use of performance data for budget
justification and when making spending decisions and trade-offs,
for management purposes, and to enhance communication.

In any event, we see that the above considerations of perfor-
mance measurement require more substantial skills of government
employees. Not only must employees hold the basics related to
reading, writing, and computing, but they must also be adept at
analysis, communication, and presentation. Government officials
as well as program staff must be skilled at understanding measure-
ment development (the building components), relativity and
benchmarking, and measurement refinement. Essentially, these
employees must be able to understand the meaning behind mea-
sures, their correct calculation and interpretation, and then when to
use them to enhance decision making (Mosso 1999). An under-
standing of performance based budgeting systems, then, must in-
corporate an expanded notion of performance measurement and in
fact, considers calculation and tabulation of results and communi-
cation of those results as important.

Integrating Performance Measurement in
the Budget Process in the United States

The history of the development and use of performance measure-
ment by governments in the United States is well documented (Lee
1997; Lee and Johnson 1998). While the focus of this chapter is on the
state level, it is clear that the initiatives we are witnessing at that
level of government are also evident at the federal and local levels
(and are addressed in great detail in other chapters in this volume.)
At the federal level, the often-cited Hoover Commission in 1949
provided a very visible push in the direction of performance
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monitoring by calling for a restructuring of the federal budget into
activities rather than line items. The Commission also requested
that agencies provide performance reports. Later, the Chief Finan-
cial Officers Act (1990) required performance data reporting from a
select number of federal agencies. The Government Performance
and Results Act of 1993 then extended performance measurement
and the generation of performance plans across most federal agen-
cies by establishing a performance reporting schedule to begin by
1997. Finally, the Gore Commission during President Clinton’s ad-
ministration maintained a focus on government reinvention that
has sustained interest in performance measurement and monitor-
ing at the federal level.

Specific attention to performance measurement and monitor-
ing has filtered down to local governments as well (Berman and
Wang 2000; Poister and Streib 1999). Research results indicate that
anywhere from a third to less than one fifth of local governments in
the United States (distinguishing between counties and municipali-
ties, respectively) use some form of performance measurement. In a
survey where over one half (694 of 1,218) of the cities (of 25,000+
populations) contacted responded, Poister and Streib (1999) find
that 15 percent of the cities use performance measurement selec-
tively, not comprehensively throughout their agencies and depart-
ments. Larger cities, and those defined as more reformed
(council-manager versus mayor-council), tend to use performance
data more frequently. The International City/County Managers As-
sociation’s (ICMA) Center for Performance Measurement, along
with the Urban Institute, continue to support efforts to institutional-
ize the use and effectiveness of performance monitoring, measure-
ment, and reporting by local governments.

Similar to the trends at the local and federal levels, state gov-
ernments have had deliberate and steady pressure to build perfor-
mance monitoring and reporting systems in which performance
measurement is a chief component. In the early 1990s, both the Na-
tional Governors Association as well as the National Conference of
State Legislators encouraged states to incorporate performance
measurement and monitoring into their budgeting systems. During
this time, most states complied either by passing legislation, issuing
executive orders, or establishing administrative guidelines
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requiring some type of performance based budgeting system
(Melkers and Willoughby 1998). By the late 1990s, all but three
states had performance-based budgeting requirements, with most
establishing these requirements after 1990. More specifically, as
shown in Figure 1, of 47 states with some performance related re-
quirement, 31 have legislated performance budgeting to be con-
ducted, while 16 have initiated the reform through budget
guidelines or instructions. By the end of the last decade, only three
states, Arkansas, Massachusetts, and New York, did not have either
type of mandate to conduct PBB (Melkers and Willoughby, 1998).

The Governmental Accounting Standards Board (GASB) pro-
vides financial reporting standards for state and local governments.
Their focus on performance measurement via the requirements of
Service Efforts and Accomplishments (SEA) Reporting (Concepts
Statement No. 2, 1994) further pushed states to continue developing
performance monitoring systems, as well as to continue measure-
ment refinement and report generation. More recently, GASB’s
Statement 34 will phase in application of even more advanced fi-
nancial reporting on the part of state and local governments, some
of which is performance related. This statement outlines new and
different information that must be provided by state and local
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governments in their financial reports, requirements for reporting
of all capital assets and depreciation expense, as well as the use of
full accrual accounting.

Research shows that performance based budgeting initiatives in
the states have had some, albeit limited, success over the last few
years (Willoughby and Melkers 2000). Such success has been found
to relate primarily to the management of programs and not to appro-
priations that support such programs or regarding the actual costs of
the activities entailed therein (Broome and McGuire 1995). We know
that state government applications of performance based budgeting
systems are complicated, incomplete, and still evolving; each system
is different, and implementation strategies and successes are varied.
In fact, Lee and Burns (2000) promote a concept of budget system
maturation to explain why some states have been “backsliding” re-
garding performance measurement’s relevance to budget decisions.
They explain that “institutional memory” may hinder governments
from widespread application and acceptance of a performance based
budgeting system. Practitioners are cautious based on past experi-
ences with reform and are unwilling or unable to move to immediate
and widespread adoption. Rather, “a more realistic perception may
exist in the states about the effort required in revising budget systems
and the likely outcome of the reforms” (Lee and Burns 2000, 53). In
other words, practitioners recognize the existence of a “learning
curve” associated with the implementation of performance measures
in budgetary decisionmaking.

Jordan and Hackbart (1999) emphasize that performance mea-
surement application to budgeting may have its greatest impact as an
important component of the governor’s executive budget recommen-
dation. And “advancement of performance in the budget process re-
quires an organizational focus directed at the state budget offices”
(Jordan and Hackbart 1999, 85). There is certainly no disagreement
here. State budget offices are at the vortex of policy and budgeting;
budget examiners who communicate data back and forth between
the chief executive and agencies are in a powerful role of garnering,
deliberating about, and exposing information about performance to
the chief executive, which the governor then can interpret vis-à-vis
policy objectives (Thurmaier and Willoughby 2001). Legislative bud-
get offices operate similarly, although more filtered, given their many
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bosses. In any event, to be considered fiscally relevant, performance
data and information on program results must be important to those
officials (executive and legislative) responsible for recommending
and then passing appropriations bills.

Exploring the Use of Performance
Measures in State Budget Processes:

Research Questions

Performance budgeting is defined as a process that requests quanti-
fiable data that provide meaningful information about program
outputs and outcomes in the budget process. The widespread adop-
tion of performance budgeting requirements at all levels of govern-
ment in the United States reflects the support for and emphasis on
changing the way that budget decisions are made. It does not re-
flect, however, actual use of performance data in the budget deci-
sion processes.

In order to accurately assess the implementation of perfor-
mance budgeting requirements and activities in the states, we must
understand the way that performance measures and data are actu-
ally being used in state budget processes. We are particularly inter-
ested in the actual use of performance measurement and a results
orientation during steps in the budget cycle and regarding budget
decisions. Specifically, these steps include:

� budget development,

� preparation of the chief executive’s budget recommen-
dation,

� appropriation of funds, and

� budget execution.

The first step in the budget cycle involves budget development
— that period during the budget cycle prior to submission of a rec-
ommended budget by the executive and passage of the appropria-
tion bill(s) or bills by the legislature. This period encompasses
consideration and packaging of budget needs on the part of
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agencies and departments. The next step involves assessment of
agency budget requests by the executive budget office in order to
prepare the budget recommendation for the chief executive to pres-
ent to the legislative body. Legislative branch members then con-
sider the executive budget recommendation when deliberating
about final appropriations. Following appropriation of funds, bud-
get execution begins. The cycle is completed with the audit of ex-
penditures. The complexity of the budget process therefore
provides several points at which the use of performance data is pos-
sible and/or desirable.

The research reported in this chapter is focused on questions
developed around the following three themes within the context of
state budgetary decision processes:

� Identification and usefulness of particular measures;

� Actual use and reasons for the use of performance data
in the budget process;

� The extent to which integration of performance mea-
sures in budgetary processes affects communication be-
tween budget and policy actors.

First, to what extent are state budget officers accessing reported
performance measurement and results data and what is their per-
ception of the use of such data by those in the agencies in their state?
For example, we address the extent to which output and outcome
performance measures have appeared in documentation through-
out the budget process in their state. Second, what role do perfor-
mance measures play in the budgetary process? What type of
information about agency performance is most helpful to budget of-
ficers and for what sorts of decisions? For example, we explore bud-
get officers’ perceptions of how important output and outcome
performance measures have been in the various steps of the budget
cycle, beginning with agency budget development, during the chief
executive’s preparation of the budget recommendation, throughout
legislative deliberation of the budget, during budget execution, and
in the final audit phase. We also address budget officers’ percep-
tions of what types of performance data (input, output, and/or out-
come measures, cost/efficiency measures, effectiveness/quality
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measures, and/or explanatory measures) are used for various deci-
sions within agencies. Types of decisions considered include: pro-
gram planning, operational management, budgeting and resource
allocation and reallocation, evaluation and assessment. Finally,
what are the issues in communicating measures of performance and
results? Has performance measurement changed communication
patterns in the states? A previous survey of executive and legisla-
tive budget office staff in state governments regarding the useful-
ness of performance based budgeting systems (PBB) found such
systems to be at least somewhat effective “in improving agency
program results, decision making in government, and coordination
between agencies and the legislature” (Willoughby and Melkers
2000, 113). Is this assessment of performance data consistent over
time for these budget actors?

Methodology

The data reported in this research represents one component of a
major study of performance measurement use in state and local
governments. The study is part of a multi-year effort by GASB to ex-
tend the SEA Research. Funded by the Sloan Foundation,
twenty-six case studies (1999) and a major mail survey (2000) were
conducted by the GASB Performance Measurement Research Team.
The team was comprised of GASB researchers, faculty from the An-
drew Young School of Policy Studies at Georgia State University, a
government agency consultant, and two graduate students. Over-
all, the project focused on the depth and breadth of the actual use of
performance measures by governments for budgeting, manage-
ment, and reporting. This chapter presents research about the as-
sessments of executive and legislative budget officers regarding the
usefulness of performance measurement and a performance based
approach to the budget cycle and budgeting decisions in their state
government. GASB’s work cited thus far in this area is to support
enhanced financial reporting requirements of state and local gov-
ernments that have been initiated with Statement 34.

For the mail survey, 121 questionnaires were mailed to budget
offices and 434 were sent to heads of selected agencies in all 50
states. In addition, more than 700 questionnaires were sent to
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budget officers and department heads in local governments across
the country. Overall, 1,311 survey instruments were mailed out and
491 received, for a response rate of 37 percent. This chapter is lim-
ited to questions related to budgetary decisionmaking by state bud-
get officers. Thus, our findings are based on a subset of subjects of
the mailed survey; we concentrate our research on 62 responses
from executive and legislative budget offices in the fifty states, rep-
resenting a 51 percent response rate for that group. This subset in-
cludes response from 37 states, with 15 states providing response
from both the executive and legislative branch budget offices. Ad-
mittedly this is a small sample. However, the subjects represent a
very specialized budget actor (the executive or legislative budget
officer) who retains a global view of budget process and the use of
performance indicators across many agencies and programs during
such process.

Using a mail survey, we sought to confirm the extent of perfor-
mance measurement use in state governments, to understand mea-
surement verification/validation activities as implemented, to check
subjects’ understanding of the purposes of generating and using per-
formance data, to find out where performance data appears in bud-
get and financial reports and when during the budget cycle
performance information is most helpful. We also explored govern-
ments’ ability to reward agencies for reaching performance goals, or
alternatively to sanction agencies for missing such targets. And, re-
garding trends, we sought confirmation about how successful the
performance measurement application has been to affect cost sav-
ings, efficiency, effectiveness and program results, enhanced com-
munication, and better understanding among government officials
and with citizens. We present here our findings from the mailed sur-
vey of budget officers. Additional qualitative findings from the
GASB (2000) case studies are also integrated with these results to fur-
ther elucidate uses of performance data in state budgetary decisions.

Research Findings

Our research shows that the application of performance measure-
ment to decision-making is far from comprehensive throughout
states and varies depending upon the program or activity of
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interest. We found that performance measurement is used with the
greatest success as a decision aid for budget staff, and that linking
results to spending is best accommodated (most helpful) for those
activities in which measurement of performance is simple and eas-
ily carried out. The usefulness of performance measurement to bud-
get decisions, specifically, depends upon the period in the budget
cycle and budget players involved. We hope these results will pro-
vide academics and practitioners with information about how to en-
hance the usefulness of performance measurement to budget
decisions, as well as how this one component can be used to
strengthen a comprehensive performance budgeting initiative.

Results based on the subset of survey responses (budget offi-
cers only) and case studies are presented below. First, we describe
the types of performance measures in use in state budget offices and
explore perceptions of their utility by budget officers. Second, we
explore the details of the use of performance measurement as part
of the budgetary process. Finally, we address the “spillover” effects
of using performance measurement, focusing on how performance
measures affect communication between budgetary actors.

Using Performance Measures in the States

Budget officers in executive and legislative budget offices are likely to
have a broad perspective on performance measurement use in their
state and are among the most knowledgeable individuals in state
government to report on performance measurement activities within
their state. Budget officers are likely users of performance data for
their own evaluative work, yet they frequently interact with agencies
and therefore develop a high level of knowledge about agency pro-
cesses and procedures including use of performance data. Where
performance reporting is incorporated into budget development,
budget officers play an important role in examining performance
data from agencies for budget justification purposes. Given this, they
provide a useful external or global view to agency activities.

Our results show that budget officers reported a high level of
performance measurement use in agencies in their states. More
than half of the respondents indicated that performance measures
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were being used by agencies in their state, with one-quarter noting
that at least 50 percent of the agencies in their state were using per-
formance measures. Further, more than half of the budget officers
responding indicated that program evaluations have also been
used in their state to determine why programs or departments are
performing at the level they are. While performance measurement
involves an ongoing effort, organizations may conduct a program
evaluation to gather a “snap shot” view of program activities that
provides greater detail for a single point in time. In other words,
states have broadly adopted performance measurement and also
program evaluation to assess program outcomes in the state.

There was variation, as may be expected, in the organizations
involved in the actual performance measure development process.
Most respondents indicated that the executive budget office staff
were involved in not only measure development, but also in setting
performance targets. Respondents were split in the extent to which
executive leadership decided which performance measures are
adopted — in many states the governor’s office plays an active role
in measure selection. While some states, like Iowa, have formalized
citizen participation in the assessment of government performance
(Melkers and Willoughby 1998), most respondents indicated that
citizens were not actively involved in the selection of measures.
However, subjects were split in their consideration of the impor-
tance of citizen opinion to measures and measurement.

We asked budget officers to report the use of performance mea-
sures in agencies in their state according to several categories. For
example, we asked them to indicate their use of:

� Input measures

� Activity/Process measures

� Output measures

� Outcome measures

� Cost/Efficiency measures

� Quality/Customer Satisfaction measures

� Explanatory measures
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� Benchmarks

Respondents were provided with a definition for each of these
terms so that there was a consistent understanding of the meaning
of each. For example, respondents were given the following defini-
tion to assist them with distinguishing between outputs and out-
comes:

Outputs – Measures of the quantity of services provided or the quan-

tity of service that meets a certain quality requirement. (For example, the

number of lane miles of road repaired or the number of serious crimes re-

ported);

Outcomes – Measures of the results that occur, at least in part, be-

cause of services provided. This may include initial, intermediate, or

long-term outcomes. (For example, the percentage of lane miles of road

maintained in excellent, good, or fair condition, or the clearance rate for se-

rious crimes, or the percentage of residents rating their neighborhood as

safe or very safe).

The goal of most governments where performance budgeting
has been adopted is to move from an activity-level or output-oriented
reporting to one with a greater emphasis on quality and especially re-
sults. Another important goal is to move from identifying measures
and collecting data on those measures to actually using that informa-
tion in decision processes. Based on the observations of state
budgeters responding to our survey, two-thirds indicated that out-
come measures were in use in agencies in their state, with one-quar-
ter indicating that more than 50 percent of agencies in their state were
using outcome measures. However, respondents were divided when
asked whether performance measurement in their state is more fo-
cused on program results, rather than straight workload measures.
They are also split in terms of reporting the range and coordination of
measures. For example, about half of our respondents strongly
agreed or agreed that agencies in their state “have developed multi-
ple levels of measures, from output, to outcome, to societal
benchmarks.” When asked about the specific types of measures that
have been useful in budgeting, including for resource allocation or
discussion about resource changes, most budget officers (70 percent)
indicated that input measures and output measures had been most
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often used in their state. Cost and efficiency measures were more
common than outcome measures; measures of quality and explana-
tory measures were cited less frequently.

Practitioners are often quick to admit that determining useful
and measurable outcomes is an ongoing challenge that they feel
poorly equipped to do well. Therefore, these findings are encourag-
ing because they reflect a shift (although a slow one) from the reli-
ance on the easier-to-measure output measures to the more
meaningful measures of impact. Results also emphasize the
long-term process required to move from a focus on activity mea-
sures or outputs to more meaningful measures of outcomes.

Performance Measures and Budgeting Decisions

While budget officers have a unique vantage point from which to
view state activities, their report of performance measurement use
in their own offices reflects the statewide commitment to integrat-
ing performance data in the budgeting process. We asked these offi-
cers to indicate the extent to which performance measures appeared
and were reported in various phases of the budget process. Almost
one-third of our respondents indicate that output or outcome mea-
sures have appeared in agency budget requests for more than 50
percent of agencies in their state while almost half of the respon-
dents indicated that this was true for all agencies in their state. Simi-
larly, the vast majority of officers indicated that output or outcome
measures appeared in more than 50 percent of agencies in their
state’s 1999/2000 executive budget report.

That performance measures are evident in budget documents
reflects a consistency of performance reporting and also shows a
commitment to including this information in the budget process,
yet we were unsure of when in the budget cycle performance data
are most useful to budget practitioners. We asked respondents their
opinion of how important output or outcome performance mea-
sures have been in the following stages of the budget process: bud-
get development, appropriations, execution, and audit or
assessment. We were interested in budget practitioner views of the
use of performance measures at these stages both at the agency level
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as well as from a statewide budget process perspective. Overall, re-
spondents did not place a great deal of emphasis on the value of out-
put and outcome measures at any of these stages of the budget
process at either the agency or statewide levels. For each of these
categories, somewhere between two-thirds and three-quarters of re-
spondents called these measures “not important” or “somewhat
important.” As shown in Table 1, however, there was a difference of
opinion about the importance of these measures in the budget pro-
cess when we compared responses of officers from different
branches and from states with different performance based system
requirements.

Table 1

Importance of Performance Data

in Select Stages of Budget Process

Respondent Mean Responses

How important have output or outcome performance measures been
in the following steps in the budget process?

(1=not important...4=very important)

Stage of
Budget Process

Executive
Branch

Legislative
Branch

Administra-
tive PBB

Requirement

Legislative
PBB

Requirement

Agency budget
development

2.54 2.29 2.38 2.37

Agency
appropriations

2.31 1.96 1.94 2.26

Agency budget
execution

2.31 1.92 1.88 2.29

Agency audit/
assessment of results

2.24 1.96 1.75 2.31

Statewide budget
development

2.44 2.09 2.06 2.27

Chief executive
budget deliberations

2.50 1.96 2.00 2.24

Legislative appropria-
tion deliberations

2.23 1.83 1.69 2.21

Final appropriation
determination

2.08 1.58 1.50 1.97

Statewide budget
execution

2.12 1.71 1.62 2.06

Statewide audit/
assessment of results

2.04 1.92 1.53 2.24
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Based on prior research (Melkers and Willoughby 1998), we
know that states differ in their approach to performance measure-
ment depending upon whether their performance based budgeting
system has been legislated versus administratively required. In this
case, respondents from states where performance budgeting is leg-
islated placed a greater importance on measurement use to budget-
ing, overall. Officers in the two groups more closely agreed
regarding use of performance measures early in the budget process
during budget development. Next, we compared responses of indi-
viduals from executive budget offices to those employed in legisla-
tive budget offices. Again, these groups were most alike in their
responses to the value of output and outcome performance mea-
sures in the budget development phase. However, individuals from
executive budget offices consistently placed more emphasis on the
importance of output and outcome measures in later phases of the
budget process. This was true when asked about agency-level or
statewide budget processes.

Practitioners frequently acknowledge that the process of devel-
oping measures can be useful from a management and deci-
sionmaking perspective. We asked budget officers to indicate how
effective the development and use of performance measures has
been in effecting certain changes in their state across a range of
items, from resource allocation issues, to programmatic changes, to
cultural factors such as changing communication patterns among
key players. These categories and individual items are shown in Ta-
ble 2. Many respondents were willing to describe performance mea-
surement as “somewhat effective,” but few were more enthusiastic.
Across the board, no more than one-third of respondents described
the development and use of performance measures as “very effec-
tive” or “effective” for any of these items. Most markedly, few were
willing to attach performance measures to changes in appropriation
levels. This is not, however, surprising, as the intent behind most
performance budgeting requirements is much broader than simply
affecting changed appropriations.

Again, we compared respondents from executive budget of-
fices to their counterparts in legislative budget offices; and officers
from states where performance budgeting was legislated versus
those from states where it was administratively required. Looking
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at mean responses, it is apparent that budget officers from the exec-
utive branch were more willing to attribute change to measurement
development and use, including changes in appropriation levels,
than were the legislative budgeters. Legislative budget officers
ranked the use of performance measures especially low in affecting
cost savings and reducing duplicative services. There were fewer
differences between officers when type of PBB requirement is con-
sidered, with respondents from legislated states appearing slightly
more likely to attribute noted changes to the development and use
of performance measurement.

One important component of some state performance mea-
surement guidelines involves the use of sanctions or rewards
when performance targets are missed, met, or even exceeded.
From earlier work (Melkers and Willoughby 1998), we know that
a handful of states have formally defined these rewards or sanc-
tions, although few had implemented these sanctions at that
time. From this survey, we know that this has not changed dra-
matically. However, as shown in Table 3, budget officers are
aware of the range of options available for reacting to agencies
that meet or miss performance targets. Since 1998, more states ap-
pear to have defined sanctions and rewards. Further, more of the
rewards and sanctions are monetary in nature. However, in these
cases, few rewards or sanctions are actually administered by the
central budget office.

In general, it seems that budget officers are somewhat encour-
aged about the use of performance measures, but are less positive
about their overall experience with performance measures. More
specifically, they are willing to acknowledge the usefulness of
performance measures, but at the same time indicate problems in
their identification and implementation. The majority of
budgeters (70 percent) responded “poor” or “fair” when asked
“overall, how would you rate your experience using perfor-
mance measures to support the budget decisions required of
your office?” Finally, we asked budget officers whether they
agreed with the statement “performance measures are a vital de-
cision aid regarding budget issues in this state.” More than half of
our respondents either strongly disagreed or disagreed with this
statement. This may suggest that while performance
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measurement can be useful and even informative to budgeting
decisions, it is not critical.

Table 3

Types of Rewards Used for Meeting Performance Targets, by State

Type of Reward States Using Reward

To the Agency

Flexibility Kentucky, Minnesota, Texas, Utah,
Vermont

Lump sum budgets Florida, Idaho, Kentucky, Minnesota,
Montana, Texas

Relaxation of budget rules (e.g.,
transfers between programs, position
controls)

Idaho, Kentucky, Minnesota,
Montana, New York, Texas, Utah

Additional/supplemental allocations Florida, Kentucky, Montana, New
York, Texas

Discretionary use of surplus re-
sources

Idaho, Kentucky, Maryland,
Montana, New York, Texas, Utah

Access to special pools of funding Florida, Kentucky, Montana, New
York

Recognition Florida, Maryland, Montana, New
York, Texas, Utah, Vermont, West
Virginia

To Individuals in the Agency

Additional pay Connecticut, Idaho, Kentucky, Mary-
land, Montana, Texas, Utah

Gain sharing Kentucky, Texas

Individual pay for performance Connecticut, Idaho, Kentucky, Mary-
land, Montana, New Jersey, New
York, Texas, Utah, West Virginia

Other special recognition (award cer-
emonies, etc.)

Connecticut, Florida, Idaho, Ken-
tucky, Maryland, Montana, New
York, Texas, Vermont, West Virginia

Although budgeters may have mixed experiences with the ac-
tual use of performance measures in decisionmaking processes,
they are willing to admit the spillover effects that performance mea-
surement can have on communication during budgeting. We asked
budget officers a series of opinion questions about the value of per-
formance measurement in changing cultural aspects of the budget
process. As shown in Table 4, there is general agreement among
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budget officers about effects on communication and understanding
about program activities as a result of performance measurement
implementation. Overall, budgeters willingly admit that communi-
cation has improved between agency personnel and budget officers
through the implementation of a performance based system.
Slightly more than half the respondents “strongly agreed” or
“agreed” when asked whether the implementation of performance
measures had improved communication between agency personnel
and the budget office and between agency personnel and legisla-
tors. Budget officers from states where performance budgeting is
legislated tended to feel more strongly about improvements in com-
munication efficacy. Importantly, they also note the change in sub-
stance or tone of budget discussions among legislators to a stronger
focus on results.

Conclusion: Is It Better Than Nothing?

Earlier research (Willoughby and Melkers 2000) indicates that while
a strong majority of executive and legislative budget staff (61 per-
cent) believe that their budget reform system did not directly
change appropriations, 85 percent believe that implementing the
budget reform is “better than doing nothing.” Similarly, most (81
percent) believe that a lack of legislative interest in the initiative is
somewhat of a significant problem.

The government officials interviewed for the GASB (2000) re-
search illustrate similar concern yet sustained optimism regarding
the usefulness of performance measurement. For example, the fol-
lowing excerpt from the cases illustrate problems with the full inte-
gration of performance measurement for resource allocation
decisions:

In Texas, a program director stated, “sometimes information is

not adequate to reflect efforts, and [the measures] create artificial

pictures of success and failure. They can become consuming and

[the measures] become the focus rather than an indicator of prog-

ress or circumstances. The tendency is to expect more from per-

formance measures than we should and has resulted in
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measuring more than using information that is available”

(GASB 2000; Texas Case, p. 19).

Yet budget officers and other practitioners believe in the effec-
tiveness of their performance measurement systems as instituted:

In Iowa, budgeting for results seems well instituted. Legislative

committee chairs are beginning to request performance informa-

tion from agencies, and in one case worked extensively with an

agency to streamline its budget format (Department of Public

Health). In some cases, it was stated that consideration of perfor-

mance has resulted in a reallocation of funding (examples pro-

vided were in areas of economic development and human

services). Agencies have seen a change in focus for decision mak-

ing, developing and justifying budgets, and seeing budgeting for

results as a useful tool for demonstrating need and impact (ex-

amples provided included the departments of Corrections, Edu-

cation and Transportation). (GASB 2000; Iowa Case, pp.

13-15).

In Arizona, the administrators in the Child Support Division of

the Department of Economic Security reviewed the processes for

tracking child support collections related to the collection of

child support to determine what actions or resources were

needed to improve performance for this measure. Management

and staff identified the establishment of paternity rights and

court ordered child support as two key factors that influence

child support collections. The Division then re-focused its atten-

tion on these two key factors. The result was a substantial in-

crease in child support collections with Arizona being identified

as the most improved state for child support collections the fol-

lowing year (GASB 2000; Arizona Case, p. 12).

In Texas, staff of the Office of Budget and Planning acknowl-

edge improved accountability because of legislative and execu-

tive involvement in the process. Many agencies have used

performance measures to be responsive to external stakeholders.

It has “opened the process, allowed benchmarking” and served

as a way “to involve stakeholders.” For example, the “
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Department of Parks and Wildlife held hearings” to involve

their stakeholders (GASB 2000; Texas Case, p. 19).

From Louisiana, one subject noted, “I do think that it has had

more of an impact internally. People are becoming more cogni-

zant of the fact that we are going to be measured” (GASB 2000;

Louisiana Case, p. 20).

In a discussion of performance measurement and the future of
public management Bouckaert (1993) discusses challenges related
to performance measurement application and performance based
budgeting systems, including:

� Establishing valid, legitimate, and functional manage-
ment systems;

� Focusing on performance of individual managers and
their effect on the performance of the organization; and,

� Institutionalizing performance measurement by linking
it to the budget procedure.

We have tried to illustrate how performance based budgeting
systems and specifically performance measurement influence bud-
get decisions by assessing how budget officials use performance
data when making spending decisions. We have witnessed fairly
different application environments, yet there are certain consistent

themes borne out by our research in the field. That is, considering
processes of budgeting across the states leads to conclusions about
budgeting, budget reform, and budget changes, and in this case as
they relate to performance measurement and performance mea-
surement systems.

Understanding whether a reform is successful must start with
determining the purposes for which the reform was instituted in the
first place. Earlier, we (Willoughby and Melkers 2000) surveyed
central budget office staff in both the executive and legislative
branches of state governments and found that 86 percent of these
budgeters believe that improving decisionmaking was an important or
very important intent of instituting the PBB system in their state. On
the other hand, just under a quarter (23.4 percent) believe that
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changing appropriations was of similar import to the instigators of
such budget reform. Regarding their thoughts on their budget re-
form effectiveness, survey results show that 32.8 percent consider
that their performance based budgeting system has been effective
or very effective in improving decisionmaking, while just 6.6 per-
cent believe the same regarding changing appropriations. Clearly,
most see the predominant intent of their budget reform to improve
decisionmaking generally, and not to change spending rates or
“budget slices” specifically. From the onset, these budgeters seem to
have expected budget reform to inform budget decisions rather than
dramatically change them.

Culling through the GASB (2000) case studies of performance
measurement in government yields concurring findings. That is,
other budget actors have similar opinions regarding the intent be-
hind implementation of their performance measurement system.
For example, several familiar themes surface when surveying rea-
sons government officials, administrators, and staff give for devel-
oping and using performance measures in their government,
including, for financial and budgetary decision making, for man-
agement purposes, and to promote better communication among
budget actors (GASB 2000). Those interviewed claimed that the in-
tentions behind their performance measurement systems are to im-
prove budgetary decisionmaking in general, to support budget
justification, to promote efficiency, to promote fiscal prudence, and
to foster better-informed legislators. Such intentions are in agree-
ment with earlier cited research (Willoughby and Melkers 2000) in
which changing resource allocation is not seen as the chief reason to
institute results oriented budgeting systems. Rather, using perfor-
mance measures for justification, clarification, reporting, and for
improved decisionmaking is important. For example, in Arizona,
“most believed that resource allocation was a secondary reason for
using performance measures. There was a general feeling that if
performance measurement improved productivity and account-
ability, then growth in government expenditures could be con-
trolled” (GASB 2000; Arizona Case, p. 7-8).

More specifically, our study illustrated variations in budgeters’
responses on the importance of performance data in select stages of
the budget process across branches and depending on the type of
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performance budgeting requirement. For example, executive
branch budgeters find performance measures almost equally im-
portant across the various stages of the budget process when com-
pared to their legislative counterparts. And, in states where
performance budgeting requirement is legislatively initiated,
budgeters consider performance measures equally important
throughout the cycle when compared to administratively required
states.

Regarding budget officers’ perceptions of the effectiveness of
performance measures, focusing on results and improving commu-
nication and coordination ranks highest for all categories of
budgeters. Here, we find no real differences in budgeters’ views be-
tween branches or across states with different performance budget-
ing requirements. Finally, some of the highest ratings of the budget
officers regarding performance measurement effectiveness specify
improving communication with the executive budget office. Given
this office’s vital role in budget development, this is an encouraging
point.

Confirming the work of Jordan and Hackbart (1999), we find
performance measurement’s greatest applicability at present to be
in the budget development phase. Further, performance measures
do not seem to receive the same level of appreciation at other points
in the budget process and by other actors, such as legislators. This
may speak to the conclusions drawn by Lee and Burns (2000) re-
garding backsliding of performance based initiatives. However, we
do not believe that this should be cause for concern, at least just yet.
True and lasting reform, like performance budgeting, requires flexi-
bility and time for organizations to become accustomed to changing
the type and use of information for decisionmaking.

Endnotes
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Getting to Results in Florida

Robert B. Bradley and Geraldo Flowers

I
n 1994, the Florida Legislature enacted and Governor Chiles
signed into law the Government Performance and Accountabil-
ity Act (Chapter 94-249 Laws of Florida, Chapter 216, Florida

Statutes). This legislation provided for a substantial reform in the
state’s planning and budgeting processes (Barrett & Greene, 1995).
It aimed to shift the emphasis from legal and financial controls to-
wards more management and performance responsibility. The leg-
islation emerged only with the commitment and concern of senior
leaders in the Executive and Legislature.

Months of collaboration went into shaping the legislation. With
the support of Governor Chiles, Speaker of the House of Represen-
tatives Bo Johnson, and President of the Senate Pat Thomas, the act
emerged from work begun in the summer of 1993, which focused on
improving agency accountability and providing greater flexibility
to agency managers in the operation of programs. Then Representa-
tive and now Congressman Allen Boyd worked as chair of the
House Governmental Affairs Committee along with his subcom-
mittee chair Representative Joe Tedder and staff director Barry
Kling to shape the House product. In the upper chamber, Senator
Charles Williams led the committee effort in concert with Nelson
Easterling working out of President Pat Thomas’s Office. David
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Coburn, Budget Director for Governor Chiles, directed efforts for
the Administration.

Surprisingly, the legislation did not draw upon the federal
Government Performance and Results Act, which took form at
about the same time. Instead, it grew out of developments in
Florida. In many respects, it is tailored to the particular institutions
and practices in the state. But it is no less true that the Florida experi-
ence offers more general lessons. Several agencies in Florida have
used the legislation to improve both the performance and account-
ability of their programs to the public. To a lesser degree, they have
benefited from the operational flexibility granted by the legislation.
Florida has formulated mechanisms such as the performance ledger
and the Office of Program Policy Analysis and Governmental Ac-
countability that merit wider consideration. The state has pro-
ceeded deliberately, facing with mixed success the challenges that
accompany efforts to budget for results throughout the country.

Florida is still refining its approach to program performance.
Much has been learned over the last six years. But there are still
problems. They are worth noting both for what they portend for the
future in Florida and for the challenges they suggest for agencies’ ef-
forts in getting to results.

Features of the Act

The 1994 Act mandated the implementation of Performance-Based
Program Budgeting (commonly referred to as PB2 in Florida and
pronounced as “PB-squared”) by all of Florida’s state agencies. It
was intended to:

� provide state agencies with the flexibility needed to de-
ploy their resources in the best possible way;

� establish incentives to deliver services and products in
the most efficient and effective manner;

� hold agencies accountable for the services and products
they deliver; and
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� help keep citizens informed of both the benefits derived
from agency programs and their progress in improving
performance. (Chapter 94-249, Laws of Florida)

The legislation directed agencies to develop descriptions of
their key programs and evaluate each program’s suitability for
PB2. Under the law, each agency’s proposed programs are subject
to review and approval by the Office of Planning and Budgeting
(OPB) in the Executive Office of the Governor working in consulta-
tion with the Legislature. OPB also approves the performance
measures and standards developed for each program advanced by
the agencies. Agency programs subjected to PB2 are included in
the annual Legislative Budget Request (LBR) submitted jointly to
the OPB and both houses of the Legislature. The LBR is developed
in conformance with budget instructions promulgated by the OPB
and the Legislative Appropriations Committees (the Senate Com-
mittees on Budget and Fiscal Policy, and the House Fiscal Respon-
sibility Council). The LBR is submitted to both the Legislature and
the Governor for review at the same time. It must include needs of
the agency for operating expenditures, approved performance
measures, outputs, outcomes, baseline data, performance stan-
dards, and evaluation of the agency’s previous program perfor-
mance.

On the basis of agency submittals, the Governor makes recom-
mendations to the Legislature for the inclusion of each program as
part of the Governor’s Annual Budget Recommendations. Pro-
grams recommended under the PB2 law are incorporated into the
budget as lump sums (or as performance-based program categories)
in contrast to line items employing more detailed appropriation cate-
gories. Lump sums provide greater flexibility to agency managers
than the appropriation categories under conventional line items. The
Executive Office of the Governor may recommend incentives or dis-
incentives for agency performance. Incentives include increased bud-
get and personnel flexibility, retention of unencumbered
appropriations, employee bonuses, and various improvements in
agency resources. Disincentives range from quarterly reports and
appearance before the Governor and elected Cabinet to program
elimination or transfer and a variety of personnel and management
restrictions.
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The Legislature must approve all programs and measures used
in PB2. The approval of programs, along with a small number of
measures and standards, is incorporated in the annual General Ap-
propriations Act. Most measures and standards are enacted as part
of the annual appropriations Implementing Bill, a companion to the
General Appropriations Act. The final decisions of the Legislature
are incorporated into a performance ledger, an analog to the appro-
priations ledger, maintained by the OPB. Agencies have an oppor-
tunity to appeal and modify entries to the ledger based on feasibility
estimates using the state budget amendment process in the 45 days
following the end of the Governor’s veto process. The OPB is re-
sponsible for recording approved adjustments on the performance
ledger. Agencies must break out program lump sums into tradi-
tional appropriation categories before the beginning of the fiscal
year. This breakout is subject to review and approval by the OPB as
well as to veto by leadership within the Legislature. Agencies have
flexibility to move budget authority across categories and funds
within a program appropriated under PB2 without legislative ap-
proval.

The Act assigns responsibility for the review of program per-
formance to the agencies, the OPB, and the Legislature. It also es-
tablishes the Office of Program Policy Analysis and Government
Accountability (OPPAGA) as the major body set up to conduct
program evaluations, deploying a staff of slightly less than 100 in
this mission. The OPPAGA was formed from resources previ-
ously devoted to the state’s Auditor General. It is a part of the
Legislative Branch and reports findings and recommendations to
the OPB and Legislature annually in time for preparation of bud-
get decisions.

Florida’s 1994 Government Performance and Accountability
Act (Chapter 94-249, Laws of Florida) calls for PB2 to be phased in
incrementally over a number of years based on a statutory submis-
sion schedule, with all state agencies expected to be in compliance
by 2002 (State Agency Schedule For Implementing PB2). Under the
act, the schedule may be amended by the Joint Legislative Au-
diting Committee, the General Appropriations Act, or upon rec-
ommendation of the Governor under the consultation processes
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developed for the budget amendment process (s. 216.177, Florida
Statutes).

Tracing the Origins of PB
2

The contemporary structure of budgeting in Florida can be traced
back to the first decades of the twentieth century. Its evolution has
mirrored developments nationally in only the most general way
(General Accounting Office, 1993). The state’s first executive budget
was developed in 1921 when the Legislature bestowed responsibil-
ity for submitting budget requests upon the executive branch
(Easterling, 1999). In this respect, budgeting in Florida followed de-
velopments elsewhere. In Florida though, budget requests were
made through the Budget Commission, a collegial body comprised
of the Governor, the Treasurer, and the Comptroller.

The Commission provided the focus for budgeting in Florida
for nearly a half century. According to most observers, it worked
well, especially during the years when the Legislature met only ev-
ery other year. But the process always had its critics — ones who
thought it did not encourage efficiency, diffused accountability, and
conceded too much authority to the Legislature. The Commission
undoubtedly weakened the Governor’s hand in budgeting and con-
tributed to his diminished authority in state affairs. For years,
Florida did not provide its Governor the powers given Executives in
other states.

In the mid-forties and again in the mid-sixties, study commis-
sions were established to evaluate the budgeting process and make
recommendations. They tackled issues ranging from the use of trust
funds to accounting standards. In the process, they made scores of
recommendations that influenced state operations. In response to
one such set of recommendations, state planning, for example, was
placed under the direct control of the Governor at a time when the
budget was still a responsibility of a shared Executive. Overall,
changes were minor. The contours of the budgeting process in
Florida remained largely untouched until the late sixties.
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In 1967, the state enacted the Planning and Programming Act,
the beginnings of a PBB initiative. Two years later, working to im-
plement the new Constitution, the Legislature embarked upon an
effort to introduce Programming, Planning, and Budgeting Systems
(PPBS) (Chapter 69-106, Laws of Florida). The enabling statute re-
quired that each state agency compile a comprehensive program
budget that reflected all program and fiscal matters related to it and
to each of its programs, sub-programs, and activities.

Over the next several years, the state developed an elaborate
program structure into which all the activities of the state were re-
corded and registered in associated information systems. There
was a sustained, intensive effort to integrate planning and budget-
ing. Budgets of that period reflect well on the efforts of those in-
volved. They combine the major elements of the PPBS model: a
well-articulated program structure, mission statements, program
objectives, and performance measures. The budgets were
cross-referenced to state planning documents and provide, in an
era when every budget was manually typed, a scope and depth of
information regarding goals, objectives, and performance envi-
able even today.

Unfortunately, the effort failed to achieve what many of the de-
signers had hoped for, largely for the same reasons that PPBS is doc-
umented to have failed at the national level during the 1960s
(Easterling, 1999; Schick, 1993). The budgets, despite all their so-
phistication, did not result in major changes in the way the state did
business. Instead, the budgeting format was overlaid on and
adapted to prevailing custom, especially in the legislative process.
There were strong sentiments in many quarters for maintaining line
item budgeting of traditional appropriation categories such as sala-
ries, expenses, and capital outlay. It proved difficult to coordinate
disparate program elements in the absence of integrated budget
tools and even more difficult to collect and deploy the information
needed to make the initiative a success. Significantly, the process
did not align program categories, appropriation categories and au-
dit controls. Without such an alignment, program information was
set adrift and not tied to meaningful feedback.

370

Quicker, Better, Cheaper?
Managing Performance in American Government



The effort was not without its successes, however. The Gover-
nor, in particular, recognized its possibilities for improving opera-
tions and setting priorities. In the late seventies and early eighties,
Governor Graham initiated an effort to link planning, performance,
and budgeting. A modified program structure was developed. The
state embarked on the development of a computerized integrated fi-
nancial management system. Agency operating plans were tied to
the State Comprehensive Plan and Legislative Budget Requests
(LBR). The planning and budgeting process was redone and the
Governor’s Offices of Planning and Budgeting were consolidated.

In 1985, Governor Graham submitted a State Comprehensive
Plan to the Legislature that contained quantified performance mea-
sures and timeframes for a series of state goals. It included, for ex-
ample, a goal calling for deinstitutionalizing 50 percent of the
mentally ill and disabled to community facilities; keeping health
care costs at or below the rate of inflation, and enabling 15 percent
more people over the age of 75 to become self-reliant (Chapter 187,
Florida Statutes). In addition, the Governor required that individual
agency secretaries commit to contracts that held them accountable
for their performance. The State Plan, in this model, not only was to
guide state priorities, it also was to shape the local and regional
planning processes. As subsequently enacted by the Legislature, the
plan was integrally tied to the Governor’s growth management ef-
forts, ultimately influencing the timing and siting of local infrastruc-
ture projects.

The impact of those initiatives remains. Their influence contin-
ues to be significant in many ways. However, their impact on the
major aspects of state budgeting and management was short-lived
and less significant than their impact on local and regional plan-
ning. They influenced the character and more especially the extent
of agency budget submissions by requiring detailed relationships
between agency plans and the budget. Unfortunately, they did not
materially affect either management practices in most agencies or
the appropriations process within the Legislature. Nor did they in-
fluence state budgeting practices significantly. They did not dimin-
ish Legislative controls nor shift the state’s emphasis to results. By
the late eighties, it was clear to most observers that at the state level
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the reforms had not had the desired effect. The call for change was
renewed.

In the mid-1970s Florida experimented briefly with a modified
version of zero-based budgeting (ZBB) that relied on a decremented
base. It was formally incorporated in the budget structure, but the
effort was abandoned along with other modifications to PBBS. Still,
the power of the metaphor remained, especially for those who
wanted the budget process to engage the full range of funded pro-
grams and who were dissatisfied with practices that relied on con-
cepts such as the “cost to continue” and differentiated “new and
improved issues” from “continued issues.”

In 1989, the House of Representatives briefly resurrected the
idea of a modified ZBB. The proposed reform included a periodic
evaluation of every program in state government to be conducted
by evaluators from the major certified public accounting firms
(Easterling, 1999). Under the House proposal, evaluators would
have had the power to recommend reduction, elimination, or con-
tinuation of each program reviewed; their proposed reduction or
elimination would set the new base appropriation for that pro-
gram.

For better or ill, many balked at the idea of private, unelected,
and out-of-state evaluators setting the base budgets for programs in
Florida and proposed instead an internal auditing mechanism
based on some activities of the federal Government’s General Ac-
counting Office (GAO). This initiative, which ultimately took form
in Florida Statutes as Program Accountability and Agency Review
(PAAR), was placed under the State Auditor General and helped to
widen the circle of concern for budgeting reform while also rekin-
dling an interest in agency programs as the fundamental locus of re-
form. Ultimately, it led to a series of important studies of the
budgeting process by the Auditor General and the Joint Legislative
Auditing Committee that helped document the foundations of ex-
isting budgetary practice and pointed in the direction of useful
change.

By the late 1980s, there was a broadening constituency for re-
form of the state budgetary process and a wealth of experience in
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implementing a variety of different practices. The constituency,
however, was not of one mind, and the lessons drawn from the ex-
periences were not unambiguous. In this climate of uncertainty, the
recession of 1989–1991 helped crystallize the urgency of reforms.
State government reduced its budget by more than $2 billion dollars
over the period. Despite a decade in which taxes and fees were in-
creased each year, revenues could not keep pace with service de-
mands and the state’s persistent population growth nor could they
provide a buffer against the business cycle. To seasoned observers
of state budgeting, including the leadership of both Houses, the
state needed a better way to evaluate how it spent its monies and set
its priorities.

The most significant and tangible manifestation of this concern
was the formation of the Constitutional Commission on Taxation
and Budget Reform. The Commission was established in November
of 1988 to make recommended changes to the state’s constitution
and was empowered to place them directly on the ballot for consid-
eration by the citizenry. After two years of deliberations, the Com-
mission recommended establishing clear, well-defined
relationships linking plans, budgets, appropriations, and perfor-
mance. It also made specific recommendations in fourteen areas in-
cluding program and performance evaluation, performance
measurement and productivity improvement, and auditing.

The Taxation and Budget Reform Commission certified a series
of constitutional amendments to the statewide ballot. Among them
were proposals creating a budget stabilization fund, restructuring
of the format used in the annual budget, and requiring the itemiza-
tion of special projects within the budget. The Commission also ad-
vocated constitutional language designating the Governor as chief
administrative officer of the state responsible for planning and bud-
geting (Article IV, section 1a) as well as requiring that general law
implement a quality management and accountability program (Ar-
ticle III, section 19h). The amendments were approved in 1992 by 83
percent of the electorate (Florida TaxWatch, 1995).

The Commission’s recommendations were supported and
promoted by a number of groups in the state. Prominent among
these were Florida TaxWatch (a good government watchdog
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group), the Florida Council of 100 (an association of business exec-
utives), Associated Industries of Florida (a business lobbying
group), and Partners in Productivity (a public/private initiative
under an Executive Order established in 1987 to monitor and re-
ward public sector productivity). These groups, especially
TaxWatch, forcefully advocated the introduction of performance
budgeting, performance measurement, and incentive-based con-
cepts. As early as December 1986, for example, a Florida TaxWatch
publication entitled “Building a Better Florida” argued the merits of
the state employing performance budgeting, measurement, and in-
centives as a means of improving government accountability
(Florida TaxWatch, 1986).

The case for a change in the budgeting system was given an-
other boost with the election of Lawton Chiles in 1990. Governor
Chiles had previously served in the Florida Legislature and was in-
timately familiar with the state appropriations process. Perhaps
more importantly, he had served 18 years in the U.S. Senate and as
Chairman of the Congressional Budget Committee. There he had
developed an appreciation for the deficiencies in both the state and
national approaches to budgeting.

In his first State of the State address on March 5, 1991, Governor
Lawton Chiles called for a budget process that would end so-called
“micromanagement” by the Legislature and provide greater flexi-
bility in administration of the budget by the Executive (Easterling,
1999). In response to his proposal, the Legislature authorized a
one-year pilot project in the Department of Revenue and the Divi-
sion of Workers’ Compensation, Department of Labor and Employ-
ment Security. This project provided for a relaxation of bureaucratic
rules on personnel management and budget implementation. An
oversight board was created to monitor accomplishments. The pro-
ject was extended by the 1992 and 1993 Legislatures for both enti-
ties. In 1991, Governor Chiles also appointed a Commission
designed to make the government more accountable. The Commis-
sion made scores of recommendations, many around the theme that
government become more results-focused, with funding of public
programs based on desired outcomes rather than determined by
program inputs.
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Early in 1992, Governor Chiles directed his Office of Planning
and Budget to develop a prototype performance-based program.
During the summer, the OPB worked with the Department of Envi-
ronmental Regulation to build an initial model. Those efforts were
swept away with the demands made on state administration by
Hurricane Andrew, which struck South Florida in August of 1992.
Work did not begin again on budget reform until after the 1993 Gen-
eral Session of the Legislature.

Following the 1993 General Session, the Governor’s Office of
Planning and Budgeting (OPB) renewed its examination of the bud-
geting process. Throughout the summer, the OPB worked with the
House Committee on Governmental Operations chaired by Repre-
sentative Allen Boyd (with the appropriate subcommittee chaired
by Representative Joe Tedder) and Senate President Pat Thomas to
frame legislation for the 1994 session. At the direction of the state
Budget Director David Coburn, the OPB worked with the Depart-
ment of Revenue (DOR) to construct a working model of a new bud-
get process.

Frame or and esign Parameters

The confluence of circumstance that resulted in the enactment of
the Government Performance and Accountability Act carried with
it a raft of shared understandings and common experiences. The
designers of the 1994 Act were determined to not repeat the mis-
takes of the past and to draw upon hard won lessons (Rubin, 1990;
1993).

The existing emphasis on budgetary controls and projected
workloads was generally recognized to have led neither to better re-
sults nor controlled costs. Each year, the Governor and Legislature
wrestled over the allocation of positions, the need for equipment,
and aggregate levels of salary. They contended over the mileage at
which old vehicles might be replaced and the amount of allowable
salary lapse associated with the replacement of vacant positions.
Still, the demand for expenditures grew. Amidst the recession of the
early nineties, it seemed clear that the existing budgetary mecha-
nisms had proved to be neither effective tools for building public
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support and understanding of state programs nor effective means
of providing organizational incentives for service quality, respon-
siveness, efficiency, or innovation.

Among senior executives in the Chiles Administration and the
leadership of the Legislature, three principles emerged as key. Gov-
ernment must:

1. Reward performance and not ignore failure,

2. Allow managers to manage and hold them account-
able, and

3. Promote accountability for results by focusing con-
cern on both the outcomes of programs and the core
processes that produce those results.

These were not new ideas, but they were approached with a
new sense of how reform must be implemented. Remembering the
massive efforts of the early seventies and the early eighties, there
was broad agreement that reform must proceed gradually. (See
Appendix A.) The state must, it was widely thought, resist the
temptation to do everything at once. Its experience in moving from
comprehensive to strategic planning taught that it would take time
to perfect performance measurement. It also provided a sense of
how difficult it was to emphasize program impact outcomes in the
accountability process. Perhaps as important though, it taught that
the state had to avoid the tendency to wait until the system was
perfect before moving ahead. Instead, it was clear that the reform
must allow for periodic and frequent reconsideration and modifi-
cation.

There was considerable agreement that the focus on perfor-
mance measurements should be customized to help both managers
and policymakers. Also, most of those involved agreed that systems
had to be constructed to help assure the validity and reliability of
the measures and data. There was even widespread, if grudging,
recognition that meaningful reform would require active collabora-
tion between the Executive and Legislature. The reform was to be
evolutionary, integrative, and grounded in measurable impacts.
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For all the agreement, large, often unspoken differences re-
mained between the Executive and the Legislature over some of the
most basic features of the reform among the many actors involved.
How much of the current system was to be carried into the future?
Who ultimately defined the contours of programs? Some flexibility
should and could be extended to managers. How much, though,
should be extended and under what conditions? There were to be
rewards and sanctions, but what level and extent of performance
triggered their use? Should outputs or outcomes be the focus of at-
tention? And perhaps most fundamentally, how were the measures
and standards to be used in the budgetary system? Should perfor-
mance measures be used to allocate appropriations?

In Florida, both the functional and procedural aims of budget-
ary reform were a matter of continuing contention. The Executive,
for example, began with the idea that performance measures would
serve as a diagnostic to help improve the business processes of
agencies as well as their programs. The clear focus was on improve-
ments to the claiming or justification processes of the budgetary sys-
tem. In short, it resembled in some ways an initiative to implement
performance management, in this case accompanied by the delega-
tion of flexibility. Among many in the Legislature though, the con-
cern was for improved mechanisms of allocation. The hope in such
quarters was to implement a means of apportioning scarce dollars
that rewarded performance. Still, others in each branch hoped the
new emphasis would entice agency managers to concentrate more
on the results of their activities and, as a corollary, provide more
convincing claims for state resources.

The Executive argued for a decreased emphasis on legislative
controls in exchange for greater attention given to performance. In
1994, the primary statute governing appropriations contained 26
major controls on Executive action. (See Appendix B.) These ranged
from rather conventional requirements that all appropriations are
maximum spending authorizations to less commonly found restric-
tions on the amount of salary rate1 an agency might carry and to
limitations on the transfer of funds between appropriation catego-
ries within a particular budget entity. The Executive argued that
such restrictions should be relaxed slightly by bundling the activi-
ties under restriction and by allowing more flexible transfers.
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Controls linked to categories such as expenses and salaries would
be replaced by a focus on the larger set of activities found in a pro-
gram whose results were to be measured. After a period of accept-
able performance, it was argued, the list of 26 controls should be
pared back to 15.

For the Legislature, of course, controls lay at the center of what
was perceived to be its ability to make fiscal policy. It was con-
cerned about the scope and timing of relaxation. It was especially
concerned about the locus of the intersection between process and
function — namely, the identification and definition of individual
programs. The Governor initially proposed a dramatic approach to
this issue in the fall of 1993, substituting lump sum line items that
consolidated services and programs for the traditional categories
that constituted line items. (See Appendix C.) In response, the Legis-
lature vigorously urged a less comprehensive approach. In a shift
from an organizationally based scheme of accountability focused on
inputs to one centered on programs, outputs, and outcomes, it was
inevitable that the new unit of budgeting would become the center
of attention.

Curiously, neither the Executive nor the Legislature gave
much thought during the initial design period to conservation pro-
cesses within the budgetary scheme. Issues of efficiency were ne-
glected, for the most part, in favor of issues of effectiveness. Unit
cost performance and notions of return on investment were de-
ferred. Conservation processes, which were to assume greater im-
portance during implementation, took a back seat in the initial
deliberations.

During the 1994 Legislative session, the contentious issues of
the previous fall were put aside. Budget reform had the support of
both the Executive and the Legislative branches. Both were bol-
stered in their support by the enactment of a constitutional amend-
ment with the approval of 83% of the electorate for a state
accountability program. At crucial points in legislative delibera-
tions, reform was given wide media support through the pivotal ac-
tions of groups like Florida TaxWatch. Executive and legislative
leaders, despite their differing institutional perspectives, were able
to frame a compromise.
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In the end, reform was embraced in most quarters with almost
an air of inevitability. It came to be seen as the next step in an evolu-
tionary process. According to one participant,

When you get down to it, as we progressed in the design of this

thing [PB2] we began taking the good ideas of yesterday and

massaged them into the better ideas of today. Performance-based

budgeting is the massage of program budgeting; perfor-

mance-based budgeting is the massage of zero-based budgeting;

performance-based budgeting is the massage of management by

objectives; it is just a progression. What had happened in Florida

is that we have evolved to the position that we are at today.

(Berry & Flowers, 1999)

Status and Accomplishments

In FY 1999, Florida passed the midway point in its eight-year
phase-in of PB2. Of 33 state agencies, 22 presented PB2 budgets for at
least some of their programs. In all, 72 programs and 350 measures
were in place, a sizeable, but not overwhelming number.

In this regard, it is important here to note that the process of im-
plementing PB2 takes almost two years from the initial identifica-
tion of programs to the receipt of funds. It is another two years
before those programs subject to PB2 will be evaluated by OPPAGA.
From initial workshops on programs and measures to the comple-
tion of the justification and evaluation review performed by
OPPAGA, it will be fully 5 years. In Florida, the process is complete
for just a few programs. To that extent, it is premature to pass judg-
ment on the reforms.

Still, there are preliminary assessments to share. OPPAGA has
conducted dozens of midcourse reviews and scores of program as-
sessments that report on the success of implementation. Three ex-
amples will provide a flavor of developments by the agencies since
the law was enacted.
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Florida Department of Law Enforcement

The Florida Department of Law Enforcement (FDLE) has been very
proactive in its implementation of PB2, including volunteering to be
one of the first agencies to implement PB2 and the first agency to im-
plement it in all its organizational divisions. Much of this proactive
approach, according to members of the agency, is due to the adroit
leadership of Florida Department of Law Enforcement (FDLE)
Commissioner Tim Moore, regarded by many as one of the most ef-
fective state agency leaders and named as one of Governing maga-
zine’s Top Public Officials in 1999 (Berry, Brower & Flowers, 2000).
As a result of actions that he inspired, FDLE has been asked to ap-
pear before legislative committees and has been cited on numerous
occasions as a “model” of how to implement PB2.

Early on, FDLE reorganized its operations and restructured it-
self to improve performance. Traditionally, programs involving ac-
tivities such as forensic sciences had relied upon personnel from
various divisions. After enactment of the legislation, the Department
merged its operations into three divisions aligned with PB2 programs
and core business processes. It used the budgetary flexibility allowed
under the act to move resources around within the new programs
during the course of implementation in order to achieve standards
set within the PB2 framework. Perhaps most importantly the agency
was able to demonstrate meaningful program improvement both to
concerned legislators and their own personnel.

In 1997, after their initial successes, FDLE unveiled its own ver-
sion of an incentive program — the sustained high performance sal-
ary model geared toward awarding pay increases to employees
whose performance achieves individual, agency, division, or
sub-unit mission or goals. The model was refined considerably in
discussion with other agencies and public interest groups over the
course of a year before FDLE approached the Florida Legislature to
seek permission to use funds for a “pilot test.” In 1998, the Legisla-
ture approved pilot usage of the sustained High Performance Salary
Model. Agency officials believe that the model has the potential of
becoming an archetype for an incentive-based state agency system.
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Florida Department of Revenue

Perhaps no agency in state government has worked harder to
change its organizational culture and to improve its performance
than the Florida Department of Revenue (DOR). For much of this
decade, DOR has been a leader within state government in continu-
ous quality improvement (Berry, Brower & Flowers, 2000). Re-
cently, it won recognition as among the best-managed
organizations in the state, private or public, with receipt of the Ster-
ling Award (a detailed management evaluation modeled after the
Malcolm Baldrige National Quality Award).

The agency has used PB2 to help foster innovation, integrating
budgetary efforts with its ongoing total quality and process
reengineering efforts. The resulting system, in addition to enabling
DOR to measure processes, requires substantive outputs and out-
comes to be measured, thereby allowing DOR to budget according
to results, not just practices, by:

� Identifying the agency’s customers, its products, and its
critical suppliers;

� Mapping the business process;

� Developing key measures called Performance Ability
Measures (PAMS);

� Analyzing the measures for deficiencies and problems;

� Planning strategically based on the measures; and

� Continuously improving the business process using
PAMS and team assessments.

PB2 has been implemented within the context of broader efforts
at organizational changes. DOR’s integration of total quality man-
agement, process reengineering, and private sector learning has en-
abled it to go beyond less inclusive, more pedestrian applications of
performance budgeting. The agency maintains a model perfor-
mance accountability measurement system that is published widely
and updated monthly across a host of indicators. In recognition of
its sustained performance improvement, the Department was given
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the additional responsibility of managing the state’s troubled child
support enforcement program. The accountability system has
helped justify the need for resources before the Legislature and fo-
cus the Department’s priorities in the resolution of problems of
child support.

The Florida Department of

Children and Families

For much of the last two decades, Florida incorporated most of its
social and welfare services in a single unified department, the De-
partment of Health and Rehabilitative Services, with over 40,000
employees. Beginning early in the Chiles’ Administration, the de-
partment underwent a pervasive restructuring, resulting in the cre-
ation of several new agencies. The former secretary of one of those
new agencies, Ed Feaver of the Department of Children and Fam-
ilies (DCF), adopted PB2 as a way to improve management of a re-
gionally decentralized and recently reorganized department (Berry,
Brower & Flowers, 2000). Through a strategic planning process that
focuses on mission and major clients, DCF identified fifteen major
targeted client groups and developed strategic and key outcome
measures for each group suitable for uniform application across the
agency’s thirteen regions. The agency then used performance stan-
dards and outcome measures, as well as best practices from high
performing regional programs, to identify problems and foster im-
proved performance. Along the way, the Department uncovered a
number of problems in its services. Chief among these was the abil-
ity to quantify what it does as “outcomes.”

During the fall of 1997, the Department first attempted to de-
scribe in a rigorous, quantitative way the client populations it
serves. It began estimating the populations of 15 client groups in the
areas of family safety, mental health and substance abuse, disabil-
ity, and economic self-sufficiency. It established a set of strategic ob-
jectives of continuing concern to the Department. These objectives
were linked to performance measures and served as the basis of an-
nual performance agreements entered into by the Department, dis-
trict management, and the local Health and Human Services
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Boards. These agreements and the emphasis on performance
helped renew the Department’s credibility with legislators.

PB2 has given DCF a useful platform from which to defend its
performance to the Legislature. As one manager explained, “it
keeps us from getting beat up as a welfare agency by putting a hu-
man face on what the money does, what the agency should accom-
plish, and who it should serve” (as quoted in Berry & Flowers,
1999). The agency was able to show how its programs impacted cli-
ents, how much various units of service cost, and what the benefits
of preventive action were. This was especially important in the af-
termath of the budget crisis brought on by recession in the early
1990s. One informant explained that during the early nineties the
agency’s budget was consistently being reduced, and that, “absent
the ability to say what we were doing for whom, and how well and
how much,” the agency would be told to “take three million from
the budget” (Berry, Brower & Flowers, 2000). And policy makers
would ask, “what happened from doing that?” The inevitable an-
swer was, “well, we don’t know.” PB2 offered the agency the ability
to answer such questions.

Long before PB2’s enactment, Secretary Feaver saw perfor-
mance measurement as a tool for lobbying the Legislature. This rec-
ognition led DCF’s leaders to a protracted process for educating
themselves, agency members, and policymakers about a new way
of looking at the agency centered on client target groups. They soon
discovered that the Governor’s budget office and legislators and
their staff did not know how to deal with the new framework. They
also learned that policymakers were uncomfortable in the realm of
societal outcomes rather than matters such as caseloads processed
or vaccinations provided. As one participant explained,

It was safer to have us count widgets, like we always did. Policy

makers want easy answers. They don’t want to know about the

complexity of measurement that those of us trained in measure-

ment know is involved. And so we’ve had to learn what is politi-

cally viable and what kinds of information they, the legislators,

need to have in order to make decisions. (Berry, Brower &

Flowers, 2000)
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This put DCF’s central office in a contentious negotiating role
between the professional community and legislators whose value
systems often clash over the disconnects that occur between the
logic of policy and the harsh realities of implementation. The enact-
ment of PB2 has altered this equation. Among legislators, the learn-
ing and participation in the development and use of program
measures have been quite uneven, although most observers agree
that a core of staffers have become much more sophisticated in their
understanding and their questions and expectations. One partici-
pant, noting that the agency is now introducing PB2 into its final
program area, economic self-sufficiency, suggested that “it doesn’t
take nearly as much effort to educate legislators about what we’re
doing” (as quoted in Berry, Brower & Flowers, 2000). There is a
sense that some participants truly found a common language
through which to communicate their expectations. For others the
new approach is so complex that they may appear to concur about
things they just do not understand. Alternatively, it may be that the
agency has turned the corner in terms of its image and legitimacy in
the minds of policy makers. The answer most likely involves some
combination of these possibilities (Berry, Brower & Flowers, 2000).

The PB2 framework has helped shape conversations within the
social welfare community. District representatives historically have
had incentives to run to local legislators for line-item “turkeys”
(Florida’s term for “pork barrel” projects) especially when doing so
often reinforced legislators’ efforts to please local constituents. Over
the years, DCF’s central office worked diligently to convince district
administrators and Health and Human Service Boards that it is in
everyone’s interest to present a united front. This effort has been as-
sisted by PB2 through structuring the message. District officials are
more united, figuratively arguing, “look, we know what we’re do-
ing; this is the agency’s plan.” Actions are keyed to a common set of
objectives and measures. DCF’s central office is aware that various
stakeholder groups maintain channels with individual legislators,
but they now see the districts’ engaging in legislative end runs as
the exception rather than the rule.

DCF has worked to incorporate PB2 into its strategic planning
and evaluation processes. Among its more impressive initiatives is
amalgamation of three major functions — strategic planning,
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evaluation, and PB2 — into one office, the Division of Standards and
Evaluation. As part of the PB2 implementation process, this office
has been involved in developing a new strategic plan that has en-
abled DCF to identify client target groups and match broad out-
comes with program and district inputs. The real impact of these
actions has yet to be evaluated, but there is some evidence that the
system has enabled the agency to better focus its work and to better
inform the public and the Legislature about what it does. The
change has helped the agency identify and reduce some areas of
program duplication.

Florida Office of Program Policy Analysis

and Government Accountability

The Office of Program Policy Analysis and Government Account-
ability (OPPAGA) has been central to the continuing implementa-
tion and evaluation of PB2. It has offered timely assistance and
specific commentary on the progress of agencies, including Reve-
nue, Law Enforcement, and Children and Families. Since early 1997,
OPPAGA has issued 9 reports on the efforts of the Department of
Revenue, 6 on the Department of Law Enforcement, and 7 on the
Department of Children and Families. Its reports have helped iden-
tified successes, pointed out deficiencies and helped keep agencies
on track.

Under the direction of John Turcotte, OPPAGA has not only
provided an independent assessment of agency activities, it has also
positioned itself as a bridge and coordinator between state govern-
ment agencies and legislators and their staff with regard to many
PB2 issues. Its broadened responsibilities under PB2 now include:

� Training agency and legislative staff;

� Managing information database;

� Assessing the validity and reliability of performance
measures for the Legislature;

� Assessing agency progress in implementing PB2

through agency performance evaluations and justifica-
tion reviews; and
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� Making recommendations to the Legislature on
whether programs should be modified or terminated.

OPPAGA2 has developed the Florida Government Account-
ability Report (FGAR), an on-line Internet encyclopedia of state
government programs, as a mechanism for realizing the purposes
of the Government Performance and Accountability Act. FGAR al-
lows citizens and policy makers to compare information both across
programs and over time, with performance measurement informa-
tion being updated quarterly instead of yearly. The report offers a
single source of information on all aspects of PB2. In 1999, it issued
75 reports on program performance (see Appendix D) and main-
tained 374 program profiles for use by interested officials and the
general public. OPPAGA issues periodic and timely reviews of indi-
vidual programs that are widely read by agency personnel and Leg-
islative staff alike. Through the Florida Monitor it provides weekly
information on data and reports dealing with policies of interest to
state officials and the citizenry. OPPAGA received over 133,000 vis-
its to its Internet pages featuring FGAR and the Florida Monitor in
1999 alone.

Areas of Concern

Over the last several years, the PB2 has been subject to several for-
mal assessments. A number of concerns have surfaced (Berry,
Chackerian & Wechsler, 1995; Florida OPPAGA, 1997; Berry &
Flowers, 1999; Florida TaxWatch, 1999). Some focus on the concep-
tual foundations and expectations of the reform. Others relate to the
character and pace of institutionalization. Still another set focuses
on technical deficiencies. Several are of special note:

� Conflict between the Executive and Legislature over
goals

� Problems in the program structure

� Poor performance measures and lack of appropriate
data

� Misalignment of the cost accounting system
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� Poor links with overall management processes

� Absence of a sufficient payoff

The Persistence of Conflict

Over Goals and Perspective

Various participants and institutional actors had different convic-
tions about the purpose and use of PB2 from its inception. Agency
officials and executive representatives typically were in pursuit of
greater flexibility in the management of their affairs — a relaxation
of what was often termed legislative “micromanagement.” They
sought fewer legislative controls in exchange for greater account-
ability of program results. Within that common sentiment though,
there was a substantial range of commitment and understanding.
Several secretaries saw the possibilities for management improve-
ment through use of the system and were committed to a thorough
going implementation. Others sought the flexibility, but hoped to
avoid disruption of internal procedures and practices.

Within the Legislature similar divisions dwelled amidst the de-
sire for improved program accountability. Substantive committees
hoped to wrest a greater role in promoting program priorities from
the appropriations committees. Appropriations committees sought
to retain their position in the appropriations process. Their concern
had real practical as well political bases. Ultimately, the Appropria-
tions Act, shaped in conference negotiations, must be physically as-
sembled and brought to the floor in the closing days of session. The
sheer number of last minute decisions and the technical challenge of
bringing them together are simplified by the unified decisions pro-
cess currently in place. The need to square performance standards
with appropriations added complexity, in the minds of some, and
threatened the mechanics of “end-of-session” decisionmaking.

There were also divisions among those who brought different
conceptual expectations to the reform. For many, and especially ap-
propriations staff, the real value of PB2 lay in its ability to rationalize
the budgeting process. PB2, it was thought, could drive the alloca-
tion process for a host of programs through algorithms linking per-
formance and funding as unit costs and thereby narrow the range of

387

Getting to Results in Florida



arbitrary political choices, the way revenue sharing and educational
distribution formulas had helped resolve difficulties in other areas.
For others, this sort of streamlining seemed beyond the existing in-
formation capacities and, more importantly, contrary to the need
for regular, fully considered determination of priorities.

Such differences remain. The perspective of the Executive re-
mains at odds with that of the Legislature on several particulars.
Here both the perspectives and the prerogatives of the two branches
clash most directly. Agency managers have not embraced the possi-
bilities of PB2 uniformly. The reform requires consolidating pro-
gram activities that are often organized in different parts of an
agency. The move to programs calls for sustained recasting and
reengineering efforts that are of little interest in some quarters. And
while the search for allocational uses of PB2 in the Legislature has
diminished somewhat, there are still those who hope to make unit
cost measures a central aspect of the appropriations process.

Problems in the Program Structure

Beginning in the 1970s, Florida adopted an elaborate program struc-
ture as part of its budgeting and accounting system. The program
structure was designed to capture information about the expendi-
ture of state resources on sets of related activities, characterized as
programs. It presumed to be a comprehensive inventory of activi-
ties with similar activities in separate organizational settings
cross-linked through a common coding structure. For the last 25
years, the budget has been built on a foundation of defined compo-
nents as part of a program structure. The components of the pro-
gram structure were rolled up and used to build issues in the
budget. Notably though, until the advent of PB2, funds were not ap-
propriated to programs. The Governmental Performance and Ac-
countability Act sought to change this, forcing decisionmaking to
grapple with programs as the fundamental concern of budgeting.

The program structure exists alongside an organizational and
object classification system. The chart of accounts forms the basis of
the accounting system. It in turn is tied to the auditing system
through the levels of control established in the general
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appropriation act each year by the Legislature. The basic unit of con-
trol is the budget entity, which traditionally has been an organiza-
tional entity with embedded appropriation categories.

Despite the enactment of PB2, the program structure has not
been systematically aligned with the accounting and auditing sys-
tems. In fact, programs still exist below the levels at which auditing
controls exist. The ramifications of this one feature are many.
Agencies do not capture audited information at the program level,
compromising the reliability of the available information. Instead
program information is often aggregated, ad hoc, from activities not
subject to audit checks. Programs exist within and among budget
entities, making management difficult. In 1994, as PB2 began in
Florida, about 95% of the state’s expenditures were contained in 100
program components — too few components to provide the level of
detail that state policymakers felt was needed for effective manage-
ment and oversight of programs. Programs, like Medicaid for exam-
ple, can be huge. Lawmakers were unwilling to give managers
broad discretion over such activities. Instead, they wanted to ensure
control over elements of the program such as nursing homes or
drug payments. In this sense, the integration of activities into large
programs actually works against the full range of accountability de-
manded of public organizations. Interest groups are particularly in-
terested in ensuring that the activities they support receive
continuing attention and support. They want funds appropriated at
something other than the program level. The program structure be-
comes quite central politically.

The design of a program structure necessarily involves choices
about the kinds of activities and level of information for which there
is to be accountability. Ideally, a structure will capture accurate in-
formation in a consistent way. Similar activities in different agencies
will be treated similarly.

In Florida, the program structure is being revised one area at a
time. This has lead to inconsistent application across agencies. In
some agencies, such as the Department of Environmental Regula-
tion, programs are cast at a relatively low level. In others, such as the
Department of Revenue, programs capture large sets of activities.
The gradual pace of implementation has contributed to the
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confusion. The architecture of the program structure has suffered as
a result.

The sheer amount of work needed to review all the program ac-
tivities of state government has proven a substantial obstacle.
Florida requires legislative approval of programs. The process pro-
ceeds within the legislative committee structure, compounding the
difficulties of producing a unified approach. Programs are created
to fit the demands and particular concerns of legislative oversight
and are not necessarily aligned with core business processes in the
agencies. The desire for legislative controls often clashes with con-
cerns for program management. This is especially true when pro-
grammatic issues cross organizational boundaries, for example,
drug enforcement by separate agencies.

It is useful to remember that legislators usually want to fix ac-
countability clearly. Organizations have been the focus of that effort
since individual agencies, divisions, or bureaus can be held to ac-
count. Programs, however, often involved many elements of an or-
ganization. And this raises problems. Ultimately, legislators want to
know both what is being accomplished with public resources and
who they can contact to make things happen. Producing this degree
of alignment has proven difficult within PB2.

Poor Performance Measures and

Lack of Appropriate Data

State agencies began developing measures for their programs in the
early 1970s. These measures have been incorporated in the budget
process ever since. Still, problems remain even as PB2 is imple-
mented. Florida TaxWatch, for example, noted in 1999 that state
agencies have not developed adequate performance measures to
address their programs’ critical functions. Nor were they ade-
quately assessing critical program outcomes. These omissions are
attributed generally to unclear standards, insufficient expertise, in-
complete conceptualization of critical performance, and lack of data
on critical program results.
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Part of the problem is technical. Since agencies are held ac-
countable to standards set on the measures, they must have an ade-
quate basis of information to insure the standards can be related to
agency activities. That information is often lacking. The systems
needed to collect and warehouse a full-blown PB2 are inadequate.
Agencies, lacking adequate resources, have not deployed informa-
tion technology to address the concerns. In this context, it is signifi-
cant that agencies under the current legislation do not have to
submit the logical models that link their activities to outputs and
outcomes. This linkage, of course, lies at the heart of the account-
ability sought by PB2. Without it, meaningful assessment is not pos-
sible.

Agency administrators are reluctant to advocate outcome mea-
sures for functions over which they have, or perceive to have, lim-
ited control. As a result, the outcome measures recommended for
PB2 have often focused on peripheral issues or agency outputs.
OPPAGA (1997) suggested that the process might be improved by
reconceptualizing outcomes to include factors that influence out-
comes and that are explicitly linked to program results. For exam-
ple, a job-training program might report the unemployment rate as
an external factor worth considering in evaluating its success or fail-
ure in placing participants in high-paying jobs. The difficulty here,
of course, is that again the linkages are problematic and such factors
may also be well beyond the compass of meaningful state action.

There are other difficulties as well. Agencies officials, no less
than legislators, are often conceptually uncertain about the results
programs are supposed to achieve. Education, for example, is not
concerned solely with achievement. Schools are also supposed to
socialize students and ready them for the workplace. The compo-
nents of successful employee and citizen development are matters
of considerable contention, rooted in part in philosophical differ-
ences. This sort of problem is an unavoidable difficulty within PB2

that cannot be resolved but must be addressed within the context of
how the measures are to be used in the overall effort to improve ac-
countability. There are no obvious measures. Every measure must
be viewed within the overall accountability scheme adopted by the
state. The emphasis is likely to differ state by state, and even admin-
istration by administration.
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The accountability sought by PB2 demands a rich and varied
set of information. But the appropriate data for tracking program
outputs and outcomes at the state level over time are often lacking
(Berry & Flowers, 1999). Agencies gather the data they need to man-
age their operations and those data are typically focused on opera-
tional issues — how things are working rather than what impact
they are having. OPPAGA (1997) asserts that lack of data on pro-
grams could be the reason why agencies often propose weak out-
come measures. In 1999, OPPAGA found that only a handful of
programs have data whose reliability meets expectations. Most
need attention. Management needs to improve its quality control
and testing. Florida TaxWatch (1999) found that many agencies tra-
ditionally have tracked program processes, and in some cases pro-
gram outputs, but rarely have they measured citizen outcomes or
otherwise accounted for them in relationship to how well govern-
ment is delivering services. While some agencies are collecting new
data in order to develop performance measures, they too are often
unreliable and suspect. Agency inspectors general have not made
data issues a central priority.

A large part of the difficulty lies in the sheer costs of collecting
the necessary information. The program measures sought by policy
makers and the public alike often center on concerns that have not
been examined empirically before and for which ready information
is unavailable. Deploying the systems to identify and collect new in-
formation is a formidable challenge in its own right. It pales,
though, beside the difficulties of having such systems funded. The
request for appropriations for new information systems must com-
pete against priorities both within the requesting agency and across
all of state government. While in some instances, the funds have
been forthcoming, in most others they have not.

Misaligned Cost Accounting System

Several observers have expressed concern about the absence of a
state cost accounting system suitable for tracking expenses in
achieving desired program outputs and outcomes. The state’s pri-
mary accounting system (SAMAS) does not readily support the al-
location of all direct and indirect costs to programs and services.
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With the exception of the reconstruction executed in the federally
required Statewide Cost Allocation Plan, neither the Legislature nor
the Executive can easily consider the costs and the benefits of
agency programs. That plan is driven by federal concerns and is not
aligned with PB2.

In Florida, agencies account for their spending by funding
sources, appropriation categories, and organization units rather
than by programs or services. They typically do not allocate indirect
costs, such as overhead, to individual programs except in an ad hoc
fashion. These are long-standing practices, rooted in the concern for
accountability over the purchase of inputs and the possibilities of
public corruption. They are reinforced by a variety of federal re-
quirements as well as Legislative focus on organizational responsi-
bility. As a consequence, it is not generally possible to get accurate
information on the cost for producing the outputs or outcomes spec-
ified in an accountability measure.

There are those who argue that, in the age of computerized
data systems, there is no justifiable reason for this accounting deficit
to persist. Perhaps. And in fact, the state is in the process of rede-
signing its integrated financial management system (FFMIS). It has
spent the last two years examining the business case for a statewide
Enterprise Resource Planning system (ERP). It is clear though that
implementation will require much more than a few accounting
changes. It will take a full-scale reengineering effort to get the most
from the integration of contemporary “back office” technology with
budget reform. The experience of the private sector in managing
such changes suggests the process will be lengthy and expensive.

Difficulties in Awarding

Incentives and Disincentives

There has been considerable criticism in several quarters over the
use of incentives and disincentives in PB2 (Berry, Brower & Flowers,
2000; Berry & Flowers, 1999; Florida TaxWatch, 1999). The concern
is especially acute among agency officials for whom the initiative
has represented a major commitment of time, energy, and re-
sources. The Legislature has awarded incentives to several
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agencies. But the awards have not been linked to PB2 in the ways an-
ticipated in the enabling legislation. Instead, they have involved po-
litical considerations not directly associated with performance.
There has been, as noted by Berry & Flowers (1999), an ongoing lack
of clear processes for awarding incentives or imposing negative
sanctions for lack of agency program performance. The commit-
ment of legislative leadership, which created and sustained PB2, did
not include rendering their prerogative to appropriate funds subject
to automatic authorization.

In 1996, the only Florida agency to have implemented PB2 long
enough to be eligible for performance awards under the statute’s
general incentives/disincentives criteria was the Florida Depart-
ment of Revenue (DOR). Despite the fact that the Department’s
General Tax Administration Program was eligible for an incentive
award of up to 50 percent of its unspent funds, no award was ten-
dered. In subsequent years, the Florida Department of Law Enforce-
ment and the Department of Transportation were awarded greater
management flexibility, in part for their efforts as captured by PB2.
While their performance as documented under PB2 contributed to
the Legislature’s action, it is not possible to quantify that influence.
In any case, interviews by Berry & Flowers (1999) reveal that agency
officials remain skeptical about receiving incentive awards should
they meet performance goals under PB2. They continue to worry
that they will be punished should they fail to meet them even
though the Legislature has not imposed any of the disincentives al-
lowed under the law.

It must be noted that while incentives were awarded, disincen-
tives have not been employed. Agencies have not been asked to ap-
pear before the Governor and the elected cabinet to report on their
efforts even when standards have not been reached. Nor have man-
agerial salaries or agency positions been reduced. Programs have
not been transferred. So, if agencies have not been granted the flexi-
bility they hoped for, neither have they been sanctioned as some
thought.

The Governor’s Office supported an initiative in 1998 designed
to address such concerns about incentives and disincentives. It re-
mains to be seen whether it will be fully executed. And in fact, the
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real sense of legislative reaction may be registered in ways that are
difficult to apprehend or formalize. Agencies with “good” track re-
cords typically have smooth sailing before legislative committees,
all else being equal. Those perceived to be “off course” have a more
difficult time funding their initiatives, getting additional staff, and
making their case for increased managerial flexibility. Neither in-
centives nor disincentives are likely to be employed formulaically.

Absence of an Integrated Management Focus

At the present, the budgeting system does not handle PB2 informa-
tion easily. Worse, it does not get the information before decision
makers in a format conducive to extensive use. This difficulty lies at
the heart of the difficulties in implementing PB2. The reforms initi-
ated by PB2 must be complemented and supported by other
changes (Flowers, 1999). Part of the challenge in implementing PB2

is the challenge of changing the fundamental management pro-
cesses of state government.

State government is a large enterprise — $50 billion a year in
expenditures and over $100 billion in its pension fund assets alone.
It differs in fundamental ways from similar private concerns, how-
ever. It funds literally thousands of product lines. Its affairs are pub-
licly accountable in ways unimaginable to most private managers.
So, it is hardly surprising the character and thrust of management in
state government has focused on issues quite apart from results or
even performance. State managers, perhaps more than their private
sector counterparts, are schooled in knowing what counts in the
long run. And what counts has often had more to do with managing
inputs prudently than producing outputs that influence outcomes.

All state managers, it should not be surprising, are not inter-
ested in improved management. Among appointees in particular
the mechanics of government are among the least interesting as-
pects of their jobs. Often, they are managing organizations more
complex and larger than anything their experience could anticipate.
Policy issues rather than management issues dominate their work-
ing agenda and their ever-shortening activity horizon.
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Getting such managers to commit the time and energy to em-
bed PB2 in their agencies’ operations has been difficult. The phase-in
has helped somewhat, but too often the reform has not been infused
throughout organizations. Here, the fact that PB2 has been imple-
mented largely in isolation from other management initiatives is a
matter of concern. The Chiles Administration focused considerable
effort on reorganizing agencies and implementing quality manage-
ment. It did not target reengineering of key business processes with
the same vigor. In large measure, it did not attempt to link quality
management with PB2; in part because the efforts were run by dif-
ferent agencies; in part because quality management was never em-
braced by legislative leadership the way PB2 was. As a consequence,
it was easy for some managers to compartmentalize PB2.

For all the concerns, however, some Florida agency administra-
tors believe it is just a matter of time before PB2 becomes more inte-
gral to every facet of budgeting. There is widespread belief that the
current stage is proof that PB2 is evolutionary and takes time to be
implemented. As one such Florida agency administrator stated:

If there is nothing else we have learned, it is that you don’t

spring fully formed into PB2, particularly in the area of social

services where the data and programs are so hard to translate

into PB2. But I think that over the whole system — getting to

where there is confidence in the fact that the right goals have

been selected, the measurements are the right ones, and we are

doing a good job of collecting data —all of that takes time. We

have built in that process, but it takes time as a Department to

come on board fully. You really have to get to a point of confi-

dence in those first steps before it makes a whole lot of sense to

translate it to the budget. But that’s the frustration that legisla-

tors have since they really want to make that translation, and

they understand that until they do, they really have not fully

done PB2. (Berry & Flowers, 1999)

Absence of Sufficient Payoff

According to Berry & Flowers (1999), the general view among
Florida state agency administrators is that legislators and the
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Governor are not making budget decisions based on PB2 yet. One
agency analyst who has worked for the past three years on PB2 im-
plementation frankly stated:

A handful of legislators have been involved [in PB2 over the

years] but most aren’t interested. PB2 probably hasn’t changed

decision-making but without a doubt, it drew attention to ac-

countability issues, and I believe it has influenced other pieces of

legislation. But I don’t think any legislator has made a decision

based on PB2 data. (Berry & Flowers, 1999)

Asked for an overall assessment of PB2, another Florida agency
administrator took a very negative view:

I don’t believe PB2 has accomplished anything, to be honest, ex-

cept in those agencies that have used it to change their culture.

PB2 has not changed decision-making in this agency or in the

Legislature. They are absolutely not equipped to budget by the

large units. Legislators want to micro-manage. (Berry &

Flowers, 1999)

There is clearly a sense in which these observations are on tar-
get. PB2 is used to allocate funds in only a few programs. Perfor-
mance measures, standards, and program justifications do not
shape the major features of the appropriation process. For most leg-
islators, the work of putting together meaningful measures and en-
gaging in comprehensive oversight does not have the same appeal
as targeted inquiries.

In part though, these observations mistake allocation for use.
PB2 has been fully incorporated into the process whereby appropri-
ations are justified. There is even evidence that it plays a part in the
process of conserving resources. Still it is clear, even here, that ex-
pectations about how PB2 might work greatly exceed what its role
can be. It is important to remember not only that the reform is in its
infancy, but that there is a lack of consensus on what can be reason-
ably accomplished in the decisionmaking process through such
changes. The structure of the appropriations process suggests that
PB2 must necessarily take a back seat to other considerations rang-
ing from the level of revenues to architecture of federal mandates.
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State budget making will always be a political process. Deci-
sions can be isolated temporarily at times. Ultimately though, even
the most sacrosanct areas get their “turn in the box.” PB2 is not an
apolitical, neutral process. It does attempt to rationalize elements of
the three major budget processes, but it must surrender before polit-
ical intentions. Expectations to the contrary distort what PB2 can be
expected to accomplish and misdirect its evaluation.

If some expect too much of PB2, others underestimate its im-
pact. The drive to measure performance is not without impact, even
when it is poorly done. OPPAGA has repeatedly pointed out the
problems of using inappropriate or badly designed measures. More
recently, it has noted the tendency among agency officials and legis-
lators alike to incorporate too many activities within a program.
Both developments are of concern.

Agencies promote what they measure. Measures, in turn, can
act as shortcuts around more careful consideration of complex in-
teractions, often with unintended results. The current accountabil-
ity measures used by the State University System in Florida, for
example, are powerful disincentives to public service. The mea-
sures hold universities to account for federal grants and contracts,
but ignore those from the state. State public service is not included
as part of the accountability system. Not being encouraged, state re-
lated activities are implicitly discouraged. Similar observations
hold for a variety of other activities throughout state government
(Herrington, 1999). On such matters, the influence of an increas-
ingly institutionalized PB2 may work against truly informed public
policy. It may actually displace thoughtful deliberation.

Lessons Learned

Performance measurement and budgeting have been at the fore-
front of management reform for two decades (Schick, 1990). In
Florida, PB2 continues to unfold. Over 53% of the state agency ad-
ministrators in a recent poll were positive about the implementation
of PB2 (Flowers, 1999). One agency leader remarked that his agency
would still go ahead with the implementation and
institutionalization of PB2 even if the Legislature withdrew support.
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The actions of other managers indicate they would agree to do so
also. In a similar vein, the experience with PB2 has helped refocus
managers on results. Managers, ever alert to the concerns of the
Legislature, are more concerned with agency outputs and outcomes
than ever before (Sheffield, 1999).

The orientation of state administrators is important but its sig-
nificance must be assessed against the difficulties of change man-
agement. Much of today’s policy implementation and strategic
management literatures focuses on the role of agency managers or
policy entrepreneurs in transforming public policy (Roberts & King,
1991). Florida’s implementation of PB2 suggests that the actions of
agency administrators (or agency entrepreneurs) affect, and are af-
fected by, agency conditions in fundamental ways (Flowers,
Kundin & Brower, 1999). It is no less true for being obvious that the
conditions attendant to each agency, such as its structure and cul-
ture, influence its ability and willingness to embrace PB2. The corol-
lary to this observation is that successful implementation across all
agencies is highly unlikely unless accompanied by special steps
ranging from the continuing commitment of leadership to an ongo-
ing concern for accurate and timely information linkages. Budget-
ary reform alone in such cases is not reform enough. For
administrators and legislators alike, this is an enduring lesson.

Presently, one of the key questions in budget reform is how can
performance-based program budgeting be implemented efficiently
and effectively. Flowers (1999) provides some clues, at least in the
Florida context. First, Florida’s Government Performance and Ac-
countability Act, although clearly designed to create central control
and accountability, has proved to be flexible enough to permit very
different approaches to implementation. Agencies’ efforts to imple-
ment performance-based systems can be dramatically influenced
by the manner in which agency leadership defines strategic issues
facing the agencies and the chronology of other management initia-
tives under way. Strategic planning, budget cutbacks, and total
quality initiatives all influenced the trajectory of the PB2 initiative,
although in distinctive ways in the three agencies. An agency’s core
work technology and professional orientation substantially condi-
tion the reception of the performance accountability initiative. All
other things being equal, organizations with relatively routine
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technologies will experience an easier and more coherent imple-
mentation of performance-based accountability systems. Those
agencies whose street-level workers command significant profes-
sional discretion will find implementation more difficult. The task
of marrying top-down accountability measurement with bot-
tom-up knowledge of work processes is difficult but essential to
successful implementation.

The thoroughgoing nature of the reforms that PB2 demands
can tax the capacity of agencies already under pressure to improve
the quality of their services. Administrators in such circumstances
can be hard pressed to improve the reliability of the data on their
programs absent additional resources or special assistance. Coping
with improvements, even salutary ones, involving their key operat-
ing systems only compounds the challenges.

In this regard, the phased implementation used in Florida has
proved beneficial. It has eased the training burdens, softened the
cultural adjustments, and eased the financial pressures. It has also
provided an opportunity to customize implementation. Different
programs in different agencies have, in fact, been treated differently
by the OPB and the Legislature. The phased implementation has
also mitigated the conflicts among different groups. The Legislature
controlled by Republicans was able to find common ground with a
Democratic Governor over appropriations issues that lie at the very
heart of each branch’s authority and power precisely because not
everything was at stake. Agencies were given the opportunity to
forge new relationships with the administration and deal with in-
ternal reticence in a measured manner.

The gradual phase-in has also worked against implementation
in some ways. It has diffused the energy behind the initiative and
deprived it of continuing champions. While there has been consid-
erable stability among legislative staff, their influence necessarily is
mediated through leadership. Legislative leadership in Florida
changes every two years. It is legislative leadership that dictates the
pace of change even when staff champions are afoot. The Coordi-
nating Board of the Legislative Appropriation System/Program
Budgeting Subsystem, for example, was not able to control imple-
mentation of PB2 though it was comprised of the staff directors of
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House Appropriations and Senate Appropriations Committees in
addition to the Director of the OPB.

In fact, no single group coordinated implementation. OPPAGA
has been a locus of PB2 energy and attention, an invaluable asset to
the reform. But OPPAGA does not have the institutional position to
drive the implementation alone. Like legislative staff, its influence is
mediated.

In the final analysis, the extended implementation has diffused
the intellectual coherence of the initiative. It diluted leadership
commitment. While helping to avoid many of the inherent conflicts
in the reform, the extended implementation has also failed to re-
solve certain features. The program structure was not revisited in a
systematic fashion. The continuing debate over agency flexibility
and control was not worked to resolution. The process of rewarding
agencies was not formalized. Incentives and disincentives have not
been deployed to good effect. Legislative aspirations to make per-
formance central to allocation decisions have been largely deflected
in the face of persistent technical problems.

Implementation of PB2 continues. Its full potential has yet to be
realized. In January of 2000, Governor Bush unveiled recommenda-
tions to carry the initiative forward. The Legislature enacted an ex-
tensive set of further reforms. The results of this initiative will help
determine whether PB2 succeeds or becomes yet another archaeo-
logical layer among the earlier reforms to Florida’s Budgeting Sys-
tem.

Endnotes
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Appendix D

Example: Excerpts From the Office of Program Policy Analysis and

Governmental Accountability’s Review of the State of Florida’s Li-

brary, Archives and Information Program, Report 99-05

“Accountability Rating System:…

Accoutability
Rating

Meets
Expectations

Needs Some
Modifications

Needs Major
Modifications

Program Purpose
and Goals

X

Performance
Measures

X

Data Reliability X

Reporting Infor-
mation and Use
by Management

X

Issues and Evaluative Comments:

The program has taken steps to address the problems with its current PB2

measures. For example, recognizing that one valuable measure of program
impact is consumer satisfaction with library services, the program developed
customer satisfaction measures to be implemented in September of 1999.
These measures include the following:

• Customer satisfaction with relevancy of research response
• Customer satisfaction with timeliness of research response
• Customer satisfaction with Records Management Technical Assis-

tance
• Customer satisfaction with Records Management training

However, the program’s 2000-2001 Legislative Budget Request still includes
measures that have reliability and/or validity problems (as outlined in
OPPAGA’s report PB2 Performance Report for the State’s Library, Archives
and Information Program, Report 98-72, March 1999). For example, the pro-
gram’s measurement set still includes the following measures that OPPAGA
recommends for deletion:

• Annual cost-avoidance achieved by government agencies through
records/disposition/micro graphics

• Annual increase in accessibility by library patrons to materials not
owned by their local public library.”
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15

Paying for Performance in
Public Higher Education

Joseph C. Burke

P
aying for performance in higher education became a hot topic
in state capitals and on public campuses in the 1990s. The Fis-

cal Survey of the States in the late nineties called performance
budgeting for government agencies “the most significant trend in
state budgeting.”1 In public higher education, this practice emerged
as the budgeting phenomenon of the decade. A survey by the
Rockefeller Institute of Government in June of 2000 showed that
nearly three-quarters of the states considered performance in bud-
geting for public colleges and universities.2

This phenomenon emerged from the movements to reengineer
business and reinvent government in the early 1990s.3 Those move-
ments preached a novel gospel for American business and a new
heresy for state government and higher education. Managing con-
stituent politics — not customer services — usually dominated state
policymaking, and improving institutional prestige — not client
services — often drove campus decisionmaking.

Performance management claimed that organizations not only
could — but also must — improve quality while cutting costs and
increasing services. It advocated management by results rather than
control by regulations. By concentrating on performance rather
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than compliance, managers combined the goals of accountability
and improvement. Organizations could improve performance
while decentralizing authority by being tight on setting goals and
assessing results but loose on the means of achieving them. The fo-
cus on customer needs fostered client- rather than pro-
vider-centered enterprises. Managing, measuring, and rewarding
results became the new trinity. Like all creeds, this one proved eas-
ier to proclaim than to practice. Like all crusades, it inspired both
fervent champions and fevered critics.

Although academics developed many of these management
theories, a common reaction on campus called them all right for
business and maybe for government but anathema for academe.
Outsiders could have predicted that the accent on efficiency would
arouse opposition on campus, but few would have guessed that the
focus on quality would prove a greater obstacle. Colleges had de-
clared “Quality Job One” centuries before Ford. Unfortunately, the
academic community never determined nor defined with any preci-
sion the objectives of undergraduate education or developed sys-
tematic methods for assessing campus performance.

By default and preference, the perception of institutional qual-
ity depended largely on resource inputs, such as the quantity of
campus resources, the quality of admitted students, and the reputa-
tion of faculty research. It neglected institutional outputs and out-
comes, such as the quantity and quality of graduates and the range
and benefits of research and service to states and their citizens. This
“Resource and Reputation” model reflected provider desires rather
than customer demands.4 The move of health care to managed care
appeared to leave higher education as the last refuge of a pro-
vider-driven enterprise.

By the 1990s, public higher education had become too impor-
tant and too costly to states to ignore campus results. Once consid-
ered a luxury for most citizens and a private benefit to graduates,
higher education had become essential to the economic success of
states in a competitive national and global economy driven by
knowledge and information. The recession in the first half of the de-
cade and the competition for funding from health care, public
schools, welfare, and corrections also pushed for restraining the rate

418

Quicker, Better, Cheaper?
Managing Performance in American Government



of spending for higher education, which constitutes one of the few
discretionary items in state budgets.5 Recognition of the rising im-
portance and increasing cost of higher education produced a shift in
the notion of accountability. The “old accountability” asked the ac-
counting question of how public campuses expended state re-
sources. The “new accountability” asked the management question
of what were their results.

New Accountability Levers

The Greek mathematician Archimedes believed you could move
anything with a long enough lever, put in the right place. Until the
late 1980s, state governments and coordinating boards of higher ed-
ucation had largely neglected two powerful levers of accountabil-
ity: information and budgets. The adage that what gets measured is
what gets valued is only half right. The value comes not so much
from measuring as from reporting results to policymakers and the
general public. By the late 1990s, about 30 states had performance
reports from public colleges and universities of campus results on
priority indicators.6

Unfortunately, state and campus policymakers often ignored
these reports, because they had no fiscal consequences. Money mat-
ters in state government and higher education no less than in pri-
vate industry. If what is measured and publicized is what gets
valued, what gets funded is even more prized. Performance report-
ing set the stage for the move to performance budgeting. It is hard to
imagine that state policymakers would have reports on the accom-
plishments of colleges and universities and then totally ignore them
when allocating scarce resources. Progressing from reporting to
funding seemed a short step to state officials, but a momentous
move to campus leaders.

Traditional Budgeting

States traditionally budgeted public colleges and universities based
largely on current costs, student enrollments, and inflationary in-
creases. These input or resource factors ignored the quantity and
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quality of graduates and the range and benefits of services to states
and society. This cost-plus budgeting also promoted inappropriate
growth in expenditures, enrollments, and programs, even in states
with declining demographics and student demands. Some states
had previously provided front-end funding to encourage desired
campus activities that encouraged economic development.

Performance funding and budgeting differs from these earlier
efforts by allocating resources for achieved rather than promised re-
sults. This practice shifts somewhat the budget question from what
states should do for their campuses toward what campuses do for
their states and their students. The shift is slight in all states, since
the sums allocated to performance remain relatively small. The
workload measures of current costs, student enrollments, and infla-
tionary increases will — and should — receive the lion’s share of
state allocations. The real issue is whether performance should
count for something in state funding.

Performance Funding and
Performance Budgeting

Using performance in state allocations for public colleges and uni-
versities takes two forms. The two approaches are sometimes con-
fused, because of common characteristics, despite distinct
differences.

� Performance funding ties tightly specific allocations to
institutional results on each of the designated indica-
tors. The tie is automatic and formulaic. If a campus
achieves a set target on an indicator such as its gradua-
tion rate, it receives a specific amount of performance
money. Performance funding focuses on budget distri-
bution.

� Performance budgeting allows governors and legisla-
tors or state coordinating and university system boards
to consider campus performance on the indicators col-
lectively as merely one factor in determining the total al-
location for an institution. The link in performance

420

Quicker, Better, Cheaper?
Managing Performance in American Government



budgeting is loose and discretionary. This approach
usually concentrates on budget preparation and presen-
tation, and slights, or even ignores, budget distribution.

The advantages and disadvantages of each of these approaches are
the reverse of the other. In performance funding, the tie between re-
sults and resources is clear but inflexible. In performance budget-
ing, the link is flexible but unclear.

The authors of earlier surveys do not clearly distinguish perfor-
mance funding from performance budgeting.7 Lack of clear defini-
tions has led policymakers to confuse these two practices. Although
those earlier surveys call attention to a generic direction in budget-
ing, they fail to identify how state governments, coordinating
boards, or college and university systems actually use campus
achievements on performance indicators in the budgeting process.
Is the link between resources and results loose or tight? Does cam-
pus performance have a direct impact or only an indirect influence
on state allocations? And are the funding decisions based on perfor-
mance automatic or discretionary?

To clarify the connection between results and resources in per-
formance budgeting, a Rockefeller Institute Survey asked State
Higher Education Finance Officers to estimate the actual effect of
the program on state funding for public campuses.8 The responses
from states with such programs confirm that performance budget-
ing has only a limited effect on institutional funding.

The loose link between performance and budgets in perfor-
mance budgeting offers political advantages to policymakers. State
legislators may champion, in theory, altering campus budgets
based on performance, but they often oppose, in practice, programs
that may result in budget losses to colleges or universities in their
home districts. Performance budgeting offers a political resolution
of this troublesome dilemma. Policymakers can gain credit for con-
sidering performance in budgeting without the controversy of alter-
ing campus allocations. This program also protects a prized
possession of legislators: retaining control and discretion over state
budgets.
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Components

Performance funding and performance budgeting do contain some
of the same components:

� Program goals include demonstrating external account-
ability, improving institutional performance, and meet-
ing state needs. Increasing state funding for public
higher education constitutes an unannounced goal for
coordinating boards and campuses.

� Performance indicators identify the areas of anticipated
achievement. (Indicators run from as few as 3 in Florida
to as many as 37 in South Carolina.)

The remaining components apply mostly to performance fund-
ing.

� Funding weights assign the same or different values to
the indicators, or allow some campus choice.

� Success standards for the indicators call for improved
performance for each campus, comparisons with the re-
sults of state or national peers, or a combination of these
criteria. (Some performance budgeting programs also
have this component.)

� Funding levels comprise a percentage of state support for
campus operating budgets. (The levels for current pro-
grams range from 0.5 percent to about 6 percent, and av-
erage around 2 percent.)

� Funding sources involve additional or reallocated re-
sources, or a combination of the two. (Nearly all pro-
grams call for additional monies beyond base budgets.)

� Allocation methods consist of base budget increases or an-
nual bonuses based on performance. (Most programs
increase the budget base.)

� Funding types are competitive or noncompetitive among
public campuses. (Most programs are noncompetitive,
allowing campuses to earn only their assigned level of
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performance. A few permit high-performing institu-
tions to gain funds beyond their assigned levels from
monies not earned by other campuses.)

Performance Funding

Performance funding exhibits the conflicting characteristics of pop-
ularity and instability. Over a third of the states now have such pro-
grams. While its number grew from 9 to 17 since 1996, Arkansas,
Colorado, Kentucky, Minnesota, and Washington abandoned their
programs during the same period. Clearly, the desirability of per-
formance funding in theory is matched by its difficulties in practice.
It is easier to adopt than to implement and simpler to start than to
sustain. Projections suggest some future growth with two states
considered highly likely and five likely to adopt the program. But
they also reveal the resistance to performance funding in state capi-
tals and on public campuses. Three states seem highly unlikely and
fifteen unlikely to have the program in the next five years. State fi-
nance officers cannot predict the program’s future in eight states.9

Table 1: Performance Funding

Number (Percentage) States

17 states (34%) California*, Colorado, Connecticut, Florida, Illi-
nois*, Kansas, Louisiana, Missouri, New Jersey,
New York**, Ohio, Oklahoma, Pennsylvania,
South Carolina, South Dakota, Tennessee,
Texas

* 2-year colleges only
** State University of New York System only

Performance Budgeting

Performance budgeting is even more popular and certainly more
stable. Its programs expanded from less than a third of the states in
1997 to more than half in 2000. Twenty-eight states now have the
program and eleven more seem likely to adopt it. Nearly half of
these performance budgeting programs for public campuses are
part of a general plan for all or some state agencies. Twenty-two

423

Paying for Performance in Public Higher Education



states currently mandate performance budgeting for their state
agencies.10

Table 2: Performance Budgeting

Number (Percentage) States

28 states (56%) Alabama, California, Connecticut, Florida, Geor-
gia, Hawaii, Idaho, Illinois, Iowa, Kansas, Louisi-
ana, Maine, Maryland, Massachusetts, Michigan,
Mississippi, Missouri, Nebraska, Nevada, New
Jersey, New Mexico, North Carolina, Oklahoma,
Oregon, Texas, Utah, Virginia, Wisconsin

Dual Programs

Ten states have both performance funding and performance bud-
geting for public colleges and universities. Having both programs
allows a state to achieve the benefits and counter the problems of
each approach. Performance funding provides the clarity of allocat-
ing specific sums on each indicator. Adding performance budgeting
gives governors, legislators, and coordinating and system boards
the discretion to consider additional allocations based on total cam-
pus performance, usually on a longer list of indicators. The first
adds certainty; the second offers flexibility.

Common Challenges

Despite their important differences, performance funding and bud-
geting share some of the same challenges. The inputs of critical
stakeholders, methods of initiation, and timing of program imple-
mentation affect the stability of performance funding more than
performance budgeting. The same is true for the details of program
design, the emphases on policy values, and the resolution of major
difficulties.

A proper start will not guarantee the longevity of either pro-
gram, but success is unlikely without it. Three methods exist for ini-
tiating performance funding and budgeting in ascending order of
effectiveness.
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1. Mandated/Prescribed: Legislation mandates the pro-
gram and prescribes the indicators.

2. Mandated/Not Prescribed: Legislation mandates the
program but allows state coordinating agencies in co-
operation with campus leaders to propose the indica-
tors.

3. Not Mandated: Coordinating or university system
boards in collaboration with campus officials volun-
tarily adopt the plan without legislation.

Mandates, and especially prescriptions, undermine program
stability, because they are imposed and ignore the importance of
consultation with coordinating, system, and campus officials. No
consultation means no consent. According to the new management
theories, government officials should decide policy directions and
evaluate performance and leave the details to organizational man-
agers. Many of the early programs in both performance funding
and performance budgeting ignored this maxim. Four of the five
programs that dropped performance funding mandated the pro-
gram and three prescribed the indicators.

Legislation mandates performance budgeting in nearly half of
the current programs but prescribes the indicators in only two. Stat-
utes started performance funding in slightly over a third of the pro-
grams and also prescribed the indicators in two states. The newer
initiatives for both programs show a welcome move away from
mandates and prescriptions. This change reflects the trend in state
government to reduce mandates and regulations.

Most of the non-mandated programs came from state coordi-
nating boards for higher education, but more college and university
systems are launching programs on their own. University systems
in New York and Pennsylvania, and the community college systems
in California and Illinois, have adopted their own plan for allocating
some resources based on campus performance.

Whatever the method of initiation, performance funding and
performance budgeting require continuing support from state,
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coordinating, systems, and campus leaders. State officials can man-
date and prescribe the programs, but the initiatives cannot succeed
without the participation of coordinating and system leaders who
monitor the policies, and of faculty and administrators who pro-
duce the results. Coordinating and system officials can voluntarily
initiate either program, but only governors and legislators can sup-
ply the funding.

Both performance funding and performance budgeting in
varying degrees must cope with conceptual and practical difficul-
ties. Choosing performance indicators, assessing higher education
results, and protecting mission diversity and campus autonomy
present special challenges. The many objectives in higher education
make selecting a limited number of indicators a perplexing prob-
lem. The ambiguity of objectives and the lack of agreement on how
to measure their achievement complicate the task of assessing re-
sults in higher education. Designing a funding program that not
only covers but also fits a wide diversity of campus types and mis-
sions presents another difficulty. Finally, both programs must spec-
ify and support particular priorities without diminishing the
campus autonomy required for institutional diversity and faculty
creativity.

Other practical problems plague both programs. They include
the timing of program planning and implementation, the costs of
data collection and analysis, and the changes in state priorities and
leaders. Implementing complex and controversial programs also
takes time. Complexity of program design, controversy over critical
components, consultation with multiple stakeholders, and collec-
tion of required data demand a lengthy period for planning and im-
plementation. Achieving results in higher education also takes time.
State priorities and program requirements must continue long
enough to allow campuses to produce and evaluate the desired and
demanding results. Despite this need for continuity, state priorities
fluctuate with changes in governors and legislators and shifts in
constituent interests and pressing issues. The costs of data collection
and analysis for tracking and assessing institutional results add an-
other burden to strained campus budgets and staffs.
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Some State Examples

Some states coped with these challenges better than others. The ex-
amples used come from performance funding, because it offers the
most striking cases of the challenges entailed in developing pro-
grams that relate state resources to campus performance. The sam-
ples selected include dropped programs that illustrate potential
difficulties, and stable programs that identify successful ap-
proaches.

South Carolina initiated the most restrictive program. A joint
committee of business and legislative leaders designed a radical
plan to reform higher education with almost no consultation with
campus leaders or educational experts. Legislation mandated fund-
ing based “entirely” on performance and prescribed a lengthy list of
37 indicators. Mark Musik, President of the Southern Regional Edu-
cation Board, called this program “a Star Trek voyage into un-
charted territory.”11 After two years of trying to make this
unprecedented plan work, amidst campus complaints of budget in-
stability, the coordinating board finally abandoned full funding for
a limited performance pool, which restricted losses or gains to about
5 percent of campus operating budgets.12

Colorado is the only state that abandoned performance fund-
ing and then readopted it. That state’s aborted effort hurriedly im-
plemented legislation mandating a complex program prescribing
numerous indicators. Changes in legislative leadership and opposi-
tion from campus leaders killed this first attempt.13 Colorado’s new
initiative mandated a program with general policy goals and al-
lowed the coordinating board, in consultation with campus offi-
cials, to develop the indicators.

Kentucky’s abandoned program in performance funding illus-
trates the problem of changing governors, coupled with campus re-
sistance. A Democratic governor mandated a reform program and
promised increased campus funding in return for campus coopera-
tion. He delivered the funding. But passive resistance from campus
leaders, and squabbles with the coordinating board over the indica-
tors, undermined this initiative. A new governor, also a Democrat,
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substituted his own initiative, which allocated money for promised
rather than achieved performance from public colleges and univer-
sities. This “tale of two governors” demonstrates the reality that few
governors, even from the same party, make their name by pushing
their predecessor’s plans.14

The established programs in Tennessee and Missouri represent
classic examples of performance funding adopted by coordinating
boards without legislation or prescription. They illustrate the im-
portance of careful design, full consultation, phased implementa-
tion, and periodic reviews. Most important of all, these programs
built upon a long tradition of assessing the outcomes of student
learning. Missouri and Tennessee led the nation in developing as-
sessment programs that evaluated the knowledge and skills pos-
sessed by students at entry and their growth and development by
graduation. Both programs had the goal of demonstrating external
accountability, but they focused on institutional improvement and
favored quality over efficiency in their indicators. Although the co-
ordinating boards in both states adopted their programs volun-
tarily, these initiatives also reflected external concerns. Tennessee,
without the prospect of enrollment increases, hoped for added state
funding by emphasizing quality performance. Missouri’s plan rep-
resented a preemptive strike to avoid the possibility of a state man-
date.15

Performance Indicators

Both champions and critics concur that selection of performance in-
dicators constitutes a critical choice in performance funding and
budgeting. The indicators picked provide clues to the concerns and
values of state policymakers about public higher education and of-
fer insights into their preferred models of excellence for state col-
leges and universities. Both programs seem to select from a
common core of indicators. The indicators obviously respond to ex-
ternal criticism of the performance of public colleges and universi-
ties. For example, they stress undergraduate education and include
few indicators for research and graduate study.
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Nearly all of the programs for funding or budgeting include re-
tention/graduation rates. Other indicators used in about half of the
states include test scores on professional licensure exams, student
transfers from two- to four-year campuses, job placements, and sat-
isfaction surveys of students and alumni. Some programs include
efficiency measures, such as teaching loads, administrative costs,
and time-to-degree. Several plans include indicators on com-
puter-assisted instruction and distance learning, reflecting the
emerging role of technology in higher education and the increasing
demand to reduce instructional costs. Indicators on access and
affordability in undergraduate education are found in western
states with burgeoning student demand and in eastern states with
high tuition and fees.16

Table 3: Performance Indicators

Ranked by Frequency

1. Retention/Graduation Rates 10. Administration Size/Costs

2. Professional Licensure Test
Scores

11. Undergraduate Access

3. Time-to-Degrees 12. Class Size

4. Faculty Work Loads 13. Undergraduate Affordability

5. Alumni Satisfaction Surveys 14. Student/Faculty Ratios

6. Job Placements 15. Test Scores in General Education
and Academic Majors

7. Program Accreditation 16. Supporting K-12 Reforms

8. Program Review 17. Teacher Preparation

9. Sponsored Research

It is understandable that funding programs claiming to move
from inputs to results should focus on output and slight input mea-
sures. The surprise is the inclusion of process indicators in pro-
grams that supposedly stress outcomes as well as outputs.
Performance funding and budgeting use few input indicators, such
as test scores and high school averages of new students or the fund-
ing per student. Both include many output measures, which show
the quantity of graduates and services produced, such as the num-
ber of degrees granted, and graduation rates of admitted students.
Outcome indicators that assess the quality of student learning and
the long-term impact on states and society are few. Aside from
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Missouri and Tennessee, which rely on standardized test scores for
general education and academic majors, most programs assess
learning outcomes and societal impact through satisfaction surveys
of students, alumni, and — to a lesser extent — employers. Process
measures — such as program review, administrative cost, and class
size — reflect the difficulty of assessing outcomes and results in
higher education. They also replicate the focus on improving pro-
cesses in total quality management.

The indicators reveal the attitudes of program developers to-
ward the traditional policy values of efficiency, quality, choice, and
equity. Although the indicators suggest more emphasis on effi-
ciency than quality, they also show a strong interest in measures
that combine both values. This combination of efficiency and qual-
ity suggests a new notion in state capitals — not shared on most
campuses — that the two values complement each other rather than
conflict. Performance funding and budgeting programs contain
fewer equity indicators than do the earlier performance reports, re-
flecting the move away from affirmative action policies in higher
education in the late 1990s. The performance indicators also exhibit
little interest in the academic model of institutional excellence based
on resources and reputation. Instead, they support a combined
cost/benefit and client-centered model based on the quality, quan-
tity, and costs of services to students and states.17

Characteristics of Stable Programs

A study comparing the survey responses from the mature programs
in Missouri and Tennessee with those from the four states that
dropped performance funding suggests that stable programs ex-
hibit the following characteristics.18 Although this study looks only
at performance funding, the findings also apply to performance
budgeting.

1. Collaboration between governors and legislators, state

coordinating and university system officials, and campus

leaders and trustees.

Collaboration among all these stakeholders is essen-
tial, but leadership by coordinating agencies that
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have credibility with all constituencies is critical.
With a foot in both camps, coordinating officials can
mediate the conflicting interests of government offi-
cials and campus constituents.

2. Goals of institutional improvement, external accountabil-

ity, meeting state needs, and increased state funding for

public higher education.

Despite inherent tensions between institutional im-
provement and external accountability, state-funded
programs for public colleges and universities cannot
survive for long without satisfying both goals. Cam-
pus leaders often prefer institutional improvement
and complain about external accountability, because
they view the former as stressing quality and the lat-
ter as emphasizing efficiency. In addition, they see in-
stitutional improvement as moving up the ladder on
the resource and reputation model of excellence.
Governors and legislators naturally demand evi-
dence that performance funding or budgeting in-
creases accountability, but they also desire
institutional improvement of programs and services.
Meeting state needs constitutes an essential goal in a
competitive global economy driven by knowledge
and information. The prospect of more state funding
offers a needed incentive for campus cooperation.

3. Policy values stressing quality more than efficiency.

Quality is the hallmark of higher education. All pub-
lic programs should incorporate both quality and effi-
ciency, but the fundamental purpose of pursuing
quality in educational institutions makes it a primary
priority. Even state policymakers acknowledge that
efficiency, while desirable in its own right, is dimin-
ished unless coupled with quality programs and ser-
vices.

4. Sufficient time for planning and implementation.

Planning and implementation usually take longer
than state policymakers think necessary, but seldom
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long enough to satisfy campus leaders. Government
officials must realize that achieving results in higher
education takes time; and campus leaders must rec-
ognize that it cannot take forever. Perfection is never
possible and progress comes with practice. Pilot pro-
jects and phased implementation of indicators and
funding is the best approach.

5. Neither too few nor too many performance indicators.

Too few indicators ignore too many of the multiple
objectives of colleges and universities. Too many in-
dicators trivialize major priorities with too little fund-
ing. A reasonable number for comprehensive
programs might range from 8 to 15. Two- and
four-year colleges should have some common and
some different indicators to reflect their shared and
diverse missions.

6. Assessment of the knowledge and skills achieved by grad-

uates.

Commitment to assessing student learning will not
ensure stability, but success is unlikely without it.
Missouri and Tennessee built on strong traditions in
assessment. In contrast, the legislative and business
leaders that developed performance funding in South
Carolina largely ignored the experience of that state’s
extensive and effective assessment network. Satisfac-
tion surveys of alumni can assess good practices and
perceptions of quality in student learning, while
work continues on more objective ways to measure
desired knowledge and skills, especially in general
education.

7. Success standards emphasizing institutional improve-

ment or quality maintenance, supplemented by peer com-

parisons.

The diverse types and multiple missions of public
campuses make institutional fairness and funding eq-
uity essential elements of performance funding and
budgeting. The fairest standard of success looks first
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at institutional improvement and then at perfor-
mance in comparison with similar colleges or univer-
sities, both in and out of state. The first consideration
supports campus differences; the second ensures
comparable standards. Programs should follow the
practice in Missouri and Tennessee of avoiding com-
petition among campuses for performance funding.
In those states, each institution can earn only its share
of performance funding. Campus allocations depend
on their own results and not on the performance of
other institutions.

8. Limited but substantial and discretionary funding.

Limited funding prevents budget instability. Sub-
stantial funding recognizes the difficulty of produc-
ing results in higher education. About 3 to 6 percent
of state operating support seems a reasonable
amount. Discretionary allocations — as opposed to
targeted funds — make even small amounts effective,
when mandated expenditures absorb most of campus
budgets.

9. Additional rather than reallocated resources as the fund-

ing source.

Additional money makes performance funding or
budgeting a desirable project on campus. It becomes a
funded initiative rather than another activity compet-
ing for limited resources.

10.Continuity of state priorities and program requirements.

State priorities and program requirements must con-
tinue long enough to allow campuses to produce the
desired and demanding results. Performance fund-
ing and budgeting require a patience and persistence
rarely found in state budgeting and policymaking. If
governors and legislators want improved perfor-
mance from state colleges and universities, they must
abandon their penchant for swift solutions and in-
stant success.
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Arguments For and Against:
Rhetoric and Reality

Arguments about both programs, but especially performance fund-
ing, have generated more heat than light. Governors, legislators,
and their staffs, along with business leaders, generally champion
the advantages. Campus presidents, vice presidents, academic
deans, and faculty leaders usually criticize the problems.19 The ar-
guments focus on different points in the process. Advocates ap-
plaud its ends and goals, while adversaries attack its means and
implementation. Champions commend the potential benefits, while
slighting the practical problems. Critics concentrate on the prob-
lems, while dismissing the possible benefits. Although adversaries
argue about implementation difficulties, many privately oppose
both programs, especially performance funding, since they really
favor traditional budgeting. Attacking the problems of design and
implementation allows them to avoid the appearance of resisting
accountability for their performance.

The proponents have the best media sound bites. They merely
assert why the program should be done, without defending how it
could be done. Their opponents have the negative position —
prized by debaters — of attacking a proposal without offering an al-
ternative. Advocates follow the common fallacy in state govern-
ment of adopting a new program and neglecting its execution.
Adversaries exhibit a common fault on campus of condemning new
proposals without examining the flaws in current practices.

As is so often the case in such controversies, performance fund-
ing and performance budgeting are neither as good as their champi-
ons contend nor as bad as their critics complain. Both sides are
partly right and partly wrong. The goals proposed by proponents
are worthy, but the problems posed by opponents are weighty.
Considered together, they could help build programs that achieve
the possibilities of performance funding and budgeting while ad-
dressing their problems. These arguments deserve careful consider-
ation by state and campus policymakers when they consider
initiating or revising their funding programs.
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Arguments For

1. Adds performance as a factor in state funding and budget-

ing.

This rhetoric about budgeting for results exaggerates
the reality of both performance funding and budget-
ing. In many programs, process measures exceed out-
put and outcomes indicators, which directly reflect
institutional results. Moreover, funding for perfor-
mance remains small in most states. Workload factors
of current budgets, student enrollments, and infla-
tionary increases still determine nearly all of the
funding. Performance funding and budgeting really
represent more of a conceptual than a funding shift.

2. Links planning and budgeting.
Budgeting for inputs disconnects budgets from plan-
ning; and plans unconnected to budgets stay on the
shelf. Setting goals, determining actions, and funding
priorities form the trinity of effective planning. Two
factors limit the potential for linking performance
funding and budgeting to campus planning. First, the
small amounts allocated for the programs diminish
their actual impact on planning. Second is the lack of
visibility of both programs on campuses below the se-
nior administrations, and the absence of performance
in internal campus budgeting for schools and depart-
ments.

3. Pushes state officials to identify their priorities and encour-

ages dialogue with campus leaders.
Traditionally, educational leaders had to surmise
state priorities from budget documents, random com-
ments from state officials, or periodic reports from
special commissions. The absence of stated goals for
higher education leaves governors and legislators
free to shift their priorities for higher education to sat-
isfy political exigencies and constituent complaints.
Performance funding and performance budgeting
force state officials to set or accept some priorities for
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public colleges and universities.20 Although both
programs offer an opportunity for dialogue between
public officials and campus administrators, they sel-
dom require it in practice. The initial plan in Colorado
did mandate such discussions. It required annual
meetings of a committee composed of the governor
and legislative leaders and coordinating board and
campus representatives to set the policy areas of per-
formance funding. Unfortunately, the requirement
for annual meetings encouraged frequent and sud-
den shifts in state priorities.

4. Fosters both external accountability and institutional im-

provement.

Although all performance programs claim to pursue
both accountability and improvement, in practice, the
performance indicators usually stress one purpose
over the other. Despite this emphasis on indicators,
both programs use institutional improvement as their
criterion for success. Campus and state leaders cite
both increased accountability and institutional im-
provement as two of the advantages of performance
funding. 21

5. Presses campuses to become more client- and less provider-

centered.

Performance helps transform public campuses from
provider-centered enterprises driven by the aspira-
tions of administrators and faculty into client-cen-
tered organizations focused on the needs of students
and society. Students constitute the most favored cli-
ents in these performance programs, but they also re-
spond to the needs of states, businesses, and public
schools.

6. Centers attention on undergraduate education.

The objectives of both programs center almost exclu-
sively on undergraduate education. This emphasis
responds to external complaints. State officials and
business leaders complain about the quality and
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quantity of faculty teaching and student learning, the
preoccupation with graduate studies and research,
and the neglect of undergraduate education. Critics
charge that baccalaureate campuses admit too many
unqualified undergraduates, devote too many re-
sources to correcting their deficiencies, graduate too
few of the students admitted, and permit too many to
take too long to obtain degrees. They also claim that
too many graduates lack the knowledge and skills re-
quired for successful careers in an economy driven by
technology and information. The indicators used in
performance funding and budgeting clearly address
these complaints.

7. Rewards good and penalizes poor performance.

All of the programs purport to reward the good and
punish the poor performance of state colleges and
universities. In spite of this announced intention, the
success standards and rating scales in practice limit
large institutional losses or funding shifts among
campuses. The compromises and concessions neces-
sary to gain consensus, or at least to diminish dissent,
tend to prevent large swings in funding. The perfor-
mance standards and benchmarks adopted for col-
leges and universities seem set to encourage, if not
ensure, success. The program motto might read: “Re-
ward or punish, but not too much or too quickly.”

8. Decentralizes authority without undermining account-

ability.
Performance programs often trade more operational
flexibility for increased attention to institutional re-
sults. They focus on the objectives assigned to public
colleges and universities and leave the means of
achieving these ends to the individual institutions.
Critics welcome the greater flexibility, but fear that
funding may become a more forceful and insidious
form of control than regulations. The precedent of
federal funding for faculty research — especially
from the Defense Department — demonstrates the
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power of funding to determine priorities without the
approval of campus officers or governing boards.
Critics also complain that, despite the rhetoric of con-
centrating on results, performance funding and bud-
geting often attempt to control means. These
programs include indicators on faculty teaching
loads, administrative size, and the distribution of
campus budgets among the major organizational
functions. Apparently, governors and legislators con-
cerned about swelling bureaucracies and declining
teaching loads could not resist reverting to form by
including indicators that attempt to control these
practices. Some critics see performance programs as
the “old accountability” writ even larger to include
means as well as ends.

Arguments Against

1. Fails because of the difficulty of assessing results in higher

education.
More than two-thirds of the campus respondents to
our nine state survey cite the difficulty of measuring
the results of higher education as a major problem of
performance funding.22 This complaint also extends
to performance budgeting. Most commentators on
higher education concede the difficulty of measuring
the results of undergraduate education.23

Performance funding and budgeting clearly
struggle with this obvious difficulty. Few perfor-
mance programs even try to evaluate directly the
knowledge and skills possessed by graduates. Only 3
of the 11 states in our study of performance funding
include test scores on standardized exams for general
education or academic majors as a measure of perfor-
mance.24 More of them do use licensure exams, which
seem more acceptable because they are limited to pro-
fessional fields, where external authorities require
passage for practice. Despite this opposition to stan-
dardized tests as valid measures of educational
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outcomes, both administrators and faculty complain
that few of the indicators in performance programs
assessed the quality of undergraduate education.

Many outsiders believe that standardized tests
can measure the learning outcomes of undergraduate
education as they do for public schools. But critics
complain that tests can never assess the complex re-
sults or capture the elusive character of quality in un-
dergraduate education. State policymakers may
agree that only educators can determine the means
for evaluating learning outcomes, but they will never
accept the response that it cannot be done.

2. Diminishes the diversity of campus missions.
Critics claim that no single program could reflect —
much less encourage — campus differences in type
and mission. This problem obviously concerned pro-
gram designers, who often included representatives
from a range of campuses. They selected success stan-
dards and rating systems to protect institutional dif-
ferences. Most of the programs use institutional
improvement as their standard for success and set
targets by comparisons with campuses in the same
sectors.25 Some programs allow campuses to choose
several indicators that emphasize their diverse mis-
sions. Most plans also allow some different and some
common indicators for two- and four-year institu-
tions. These precautions have not silenced complaints
that performance funding disadvantages small cam-
puses with low enrollments and two-year colleges
that emphasize vocational training rather than bacca-
laureate transfer. Many graduate and research uni-
versities also contend correctly that the indicators
slight the importance of their graduate and research
missions.

3. Produces budget instability.

The small sums allocated for performance in both
programs tend in practice to prevent budget instabil-
ity. In addition, the setting of weights, standards, and
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scoring in performance funding reduces the possible
swings in budgets. The campus fear of budget insta-
bility appears to represent more anxiety than reality.

4. Punishes the poorest institutions.

This argument reflects the reality that the amount of
resources often affects the level of performance.
Using institutional improvement as a success stan-
dard and peer comparisons as an institutional bench-
mark reduces the possibility of penalizing campuses
with the least resources. Critics do charge correctly
that removing resources from institutions with poor
performance will only make improvement more diffi-
cult, if not impossible. Performance programs could
avoid this problem by placing funds not earned by
poor performing campuses in escrow and releasing
them when these institutions submit acceptable im-
provement plans for remediation.

5. Combines the incompatible purposes of external account-

ability and institutional improvement.
The claim of incompatibility comes from champions
of student outcomes assessment, who believe that ac-
countability and improvement cannot be achieved in
a single program.26 The information needed for exter-
nal accountability, these critics contend, differs from
the evidence required for institutional improvement.
External accountability focuses on results, while insti-
tutional improvement flows from activities. The for-
mer presents campus results, while the latter
indicates the changes in activities and programs re-
quired to improve performance. In reality, external
accountability and institutional improvement are
complementary and inseparable, for evidence of any-
thing less than good or improved performance can
never satisfy external accountability.

6. Creates excessive costs for data collection and analysis.
A constant complaint is the high cost of data collec-
tion required for performance programs. No current
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analysis of the costs of these activities appears to be
available. A report from one national study in 1996
noted campus concerns about the increased costs of
data collection on institutions, which already face
heavy burdens of reporting to state and federal gov-
ernments, accreditation agencies, and college guides.
On the other hand, the report’s authors perceived the
concerns as confined primarily to the development
phase.27 The best response to the complaint is to ex-
amine carefully whether the information derived
from each indicator is worth the cost of data collec-
tion, and whether with some revision the databases
could satisfy several purposes.28

7. Stresses efficiency over quality.
Critics charge that performance funding and budget-
ing programs stress efficiency over quality. Although
indicators implying efficiency do constitute a higher
percentage than those reflecting quality, about
one-fifth of the indicators combine the policy values
of both efficiency and quality.29

8. Subjects higher education to shifting state priorities.
Critics insist that politics in an age of term limits and
changing issues shift state priorities too frequently for
performance programs. The history of performance
funding confirms this complaint. Arkansas, Colo-
rado, Kentucky, and Minnesota dropped the pro-
gram because of both shifting administrations and
changing priorities. Such shifts and changes also af-
fect performance budgeting, but in a different way.
Few of its programs are dropped. More often, new
leaders interested in different issues gradually pay
less attention to performance results in state budget-
ing. Performance funding often ends with dramatic
death, while performance budgeting usually withers
from debilitating neglect.

Performance funding and budgeting offer two
advantages that help to avoid sudden shifts in state
priorities. Governors and legislators have officially
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set the priorities in performance programs or en-
dorsed them in annual budget documents. Such ac-
tions give these priorities an official status that makes
them more difficult to change. The second advantage
is more meaningful. The priorities expressed in these
performance programs are not new, for they have al-
ready persisted for over a decade and a half. Gover-
nors and legislators have repeatedly challenged
public colleges and universities to become more effi-
cient and effective in meeting the needs of their stu-
dents and their states. Their concerns have also
continued: retention and graduation rates; job place-
ments; student transfers between two- and four-year
institutions; growth of administrative positions; de-
cline of faculty teaching loads; and the satisfaction of
students, alumni, and employers.

9. Favors traditional over nontraditional campuses.

The provisions in performance funding programs are
often unfair to two-year colleges and baccalaureate
campuses with nontraditional programs and stu-
dents. Many of the indicators seem set for traditional
baccalaureate campuses with full-time enrollments
rather than the part-time students of community and
technical colleges and urban universities. Commu-
nity colleges and urban universities contend correctly
that this emphasis on full-time enrollments penalizes
them for meeting the diverse needs of nontraditional
students.

Impact on Institutional Improvement

Of course, the bottom line in assessing both performance funding
and budgeting is the extent to which each has improved institu-
tional performance. A realistic assessment is still premature, since
nearly all of these programs are products of the 1990s, and most
have been implemented for only a few years. Still, it is not too early
to start a preliminary assessment of their effect on performance. The
2000 Survey asked State Higher Education Finance Officers to
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assess the effect of performance funding or performance budgeting
on improving campus performance.30 Results confirm that it is still
too soon to assess their effect, given the short history of both pro-
grams. The results do suggest that performance funding has much
more effect than performance budgeting and that the impact of both
approaches increases in relation to the clarity and the level of the fis-
cal consequences.

Nearly half of the finance officers from states with performance
funding say it is too early to evaluate the impact of the program on
institutional improvement. But 35 percent claim that the program
has improved performance to a great or considerable extent. They
cite “great extent” in South Carolina and Tennessee and “consider-
able extent” in Connecticut, Missouri, Ohio, and Oklahoma. Re-
spondents indicate “some extent” in South Dakota and “little
extent” in Florida and Texas. Program duration and funding levels
clearly affect these estimates. Tennessee, Missouri, South Carolina,
and Ohio have had programs for some time and have supported
them with considerable funding. Although Florida’s effort has ex-
isted for five years, its university sector has received scant funding
in the last few budgets.

Although performance budgeting has a somewhat longer his-
tory, almost a third of the finance officers in states where the pro-
gram exists consider it too early to assess the impact. No program
gets a rating of “great extent.” Respondents believe performance
budgeting has improved campus performance to a considerable ex-
tent in 18 percent, and to some extent in 7 percent of the programs.
However, they think performance budgeting has had little effect in
36 percent of the existing programs, and no effect in 29 percent. All
of the programs cited as having considerable or some effect also
have coordinating or system boards that consider performance in
campus allocation.

The effect of both programs on improved performance appears
to depend on fiscal consequences, which is the rationale for both
performance budgeting and performance funding. The loose link of
performance to allocation in performance budgeting, as opposed to
the tight tie in performance funding, seems to explain why the for-
mer appears to have a lesser impact on performance.
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The Higher Education Program at the Rockefeller Institute also
surveyed state and campus policymakers’ attitudes toward perfor-
mance funding in late 1996 and early 1997.31 The responses came
from over 900 respondents in nine states with performance funding
at that time. A critical question asked the extent to which perfor-
mance funding had achieved its avowed goals of increasing the ac-
countability and improving the performance of public higher
education.

The results reveal the division between state and campus lead-
ers. In general, state policymakers cite a more positive impact on en-
hancing accountability and improving performance than did
campus officers. Over 50 percent of the state officials saw a positive
impact on both accountability and improvement, although slightly
less on improvement. A majority of campus leaders believed the
program had a positive impact on accountability, but most consid-
ered it too soon to assess the impact on institutional improvement.32

Merging Models

Merging performance funding and budgeting could achieve the ad-
vantages and avoid the disadvantages of each program. The key is
to clarify the funding connection of performance budgeting, and to
increase the flexibility of performance funding. The 2000 Survey of
State Higher Education Finance Officers shows that these changes
are already occurring.33 The newer programs in performance bud-
geting are clarifying the connection of resources to performance. Al-
abama and California join Oklahoma and Oregon in earmarking
funds for performance. In addition, coordinating or system boards
in Maryland, Missouri, Utah, and Wisconsin consider campus per-
formance in institutional allocations. Only Nevada, among the new
programs, takes neither approach. Overall, nearly 40 percent of the
states with performance budgeting now have coordinating or sys-
tem boards considering performance in institutional allocations.

If the new initiatives in performance budgeting attempt to ad-
dress its problem of uncertainty, several of those in performance
funding try to alleviate its defect of inflexibility. Many early efforts
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at performance funding suffered from rigid mandates that sought
radical reform of public higher education. They imposed lengthy
lists of statewide indicators that discouraged campus diversity and
tied annual funding to institutional results that take years to im-
prove. The newer programs reduce the rigidities of those earlier ef-
forts.

In the last two years, most of the initiatives have come from co-
ordinating and — especially system — boards rather than from leg-
islative mandates. Community college systems in California and
Illinois initiated their own programs, as did university systems in
New York and Pennsylvania. Legislative prescription of perfor-
mance indicators — found in earlier programs — has become rare.

Many of the newer programs, including the renewed effort in
Colorado, permit campuses to select two indicators related to their
strategic plan. The newer plans also tend to have more limited ob-
jectives and use fewer indicators than early performance funding
programs. Most of the recent plans also permit lead-time for pro-
gram development and campus consultation before implementa-
tion. This careful approach contrasts with the hurried
implementation of many programs in place in 1997.

Several of the newer initiatives also link performance funding
to multi-year plans. The Partnership for Excellence between Califor-
nia and its Community College System spreads consideration of
performance over seven years. The System for Higher Education in
Pennsylvania ties funding to institutional performance over four
years. Louisiana’s program has a five-year time line, with institu-
tions presenting annual operational plans. A stalled effort in Vir-
ginia, which is highly likely to receive future approval, involves
Institutional Performance Agreements for six years, which include
statewide and campus indicators linked to institutional strategic
plans.

These changes certainly blur the differences between perfor-
mance funding and budgeting. They may foreshadow the emer-
gence of a merged model, which retains the advantages and avoids
the disadvantages of both programs. The link of state resources to
campus results represents the main distinction between
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performance budgeting and performance funding. This distinction
diminishes when performance budgeting commits more coordinat-
ing and system boards to consider performance in campus alloca-
tions. It almost disappears when programs earmark state funds for
campus results. If these trends continue, they could produce a
merged model for linking state resources to campus results that is
both certain and flexible, and more effective in practice and accept-
able to campuses.

Conclusion

The faults of performance funding and budgeting flow mostly from
detailed prescriptions, inadequate consultation, poor design, hur-
ried implementation, and an unclear or inflexible connection to
funding. Recent developments in both programs suggest creative
ways to address those problems. But the fatal flaw for both ap-
proaches is the reluctance of the academic community to identify
and assess the knowledge and skills that college graduates should
possess. Unfortunately, public debate over these programs has not
centered on fixing those faults or that flaw. Champions, mostly
from state capitals and the business community, focus on the attrac-
tive possibilities of those programs. Critics, mostly from campuses,
fixate on what they consider intractable problems. The former tend
to ignore the complexity of those programs and view campus com-
plaints as a refusal to accept accountability for performance. The lat-
ter often dismiss the possibility of relating resources to results and
view any effort as a plot to run campuses like businesses.

It is still too soon to tell whether the present versions of perfor-
mance funding or budgeting represent fads or trends. But one con-
clusion is becoming clear. Public higher education is too important
to states and their citizens to fund only inputs and ignore results.
Taxpayers are unlikely to accept forever the proposition that perfor-
mance should count in all endeavors except state funding of higher
education. Academics are too good at criticizing the performance of
outside organizations to plead the impossibility of assessing their
own performance.
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Results will eventually count in the funding of public colleges
and universities. The real questions are whether the link between
funding and performance will be loose or tight, how to assess cam-
pus results, and whether academics will lead, or leave the action to
outsiders. Recent developments in both programs suggest creative
ways to use performance in budgeting and funding. Only time will
tell whether state and especially campus policymakers will have the
will to use them.
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16

Performance Management
in New York City:
Compstat and the

Revolution in Police Management

Dennis C. Smith and

William J. Bratton

S
cholars may argue about the effectiveness of the “reinvention
movement” at the state and federal level. At the local level, the
managers of urban police forces have in fact reinvented Amer-

ican police administration, and in doing so have contributed to dra-
matic reductions in crime all across the nation. The story of this
reinvention is complex, but central to it is a radical shift in the way
police organizations strategically use information about performance

to achieve greater managerial accountability. Because these new
performance management techniques were pioneered in New York
City in the mid-1990s, the development and implementation of
Compstat by the New York City Police Department (NYPD) is a
valuable case study of this new approach to policing.

Traditional texts in the field of public administration and police
administration focused on organizational designs and processes and
hardly mentioned performance measurement or program evalua-
tion. If the discussion did mention these goals, it usually explained
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the enormous obstacles to measuring public goods and services,
such as producing public safety.

For example, in the wake of a fiscal crisis in the mid-1970s that
revealed that the City had been essentially “flying blind” regarding
timely information about money spent and services delivered, New
York City government introduced the Mayor’s Management
Planning and Reporting System (MMPRS).1 However, a study of
the MMPRS at the end of the 1980s found that voluminous agency
statistics reported to the public twice a year included almost no
measures of outcomes or “results.” (Smith 1993)

Yet at the heart of the reinventing government movement that
has flourished in the past decade is the idea of “managing for re-
sults.” In New York City, a leading example of reinvention is the
change in police management introduced by Police Commissioner
William Bratton at the start of the administration of Mayor Rudolph
Giuliani in 1994. In an institution long noted for its resistance to fun-
damental change, the introduction of a new system of management
now known by the acronym for Computerized Statistics (Compstat)
was remarkable for its scope, speed of implementation, and its im-
pact on performance. The development of the Compstat system of
police management involved not only a focus on measuring out-
comes but also on managing for improved outcomes. Since the intro-
duction of Compstat, various kinds of crime — the outcomes of
policing — have plummeted to 1960s levels.

A 1996 article appearing in NYPD, published by the police de-
partment, entitled “Managing for Results: Building a Police Organi-
zation That Dramatically Reduces Crime, Disorder, and Fear,”
described Compstat in the following words:

For the first time in its history, the NYPD is using crime statis-

tics and regular meetings of key enforcement personnel to direct

its enforcement efforts. In the past crime statistics often lagged

events by months and so did the sense of whether crime control

initiatives had succeeded or failed. Now there is a daily turn-

around in the “Compstat” numbers, as crime statistics are

called, and NYPD commanders watch weekly crime trends with

the same hawk-like attention private corporations paid profits
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and loss. Crime statistics have become the department’s bottom

line, the best indicator of how police are doing precinct by pre-

cinct and citywide.

At semi-weekly “Compstat” meetings the department’s top ex-

ecutives meet in rotation with precinct commanders and detec-

tive squad commanders from different areas of the city. These are

tough, probing sessions that review current crime trends, plan

tactics, and allocate resources. Commanders are called back to

present their results at the “Compstat” meetings at least every

five weeks, creating a sense of immediate accountability that has

energized the NYPD’s widely scattered local commands. The

meetings also provide the department’s executive staff with a

way of gauging the performance of precinct commanders, who

have a better opportunity to be recognized for what they have ac-

complished in their commands and how effectively they are ap-

plying the NYPD strategies.

Since the introduction of Compstat in 1994 through fiscal 1999, ma-
jor declines were reported in all categories of crime in New York
City and in all 76 precincts.

In fact, New York City outperformed the nation in all catego-
ries, often by a wide margin, and was an early and leading contribu-
tor in the crime reductions reported nationally. The FBI’s total crime
index in New York City from 1993 to 1999 declined 50 percent com-
pared with a drop of 17 percent in other major U.S. cities. Spe-
cifically, from 1993 to 1999 in New York:

� Murder and non-negligent manslaughter declined 66
percent (this crime rate for major cities in the United
States, excluding NYC, dropped 34 percent);

� Larceny theft declined 40 percent (11 percent in the
U.S.);

� Motor vehicle theft fell 66 percent (U.S.: 24 percent);

� Burglary dropped 59 percent (U.S.: 26 percent);

� Robbery declined 58 percent (U.S.: 35 percent);

� Grand larceny decreased 37 percent (U.S.: 6 percent);
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� Aggravated assaults dropped 36 percent (U.S.: 19 per-
cent);

� Forcible rape declined 40 percent (17 percent in the U.S.).

Moreover, New York City’s relative crime rate ranking among
the nearly 200 U.S. cities with populations of 100,000 or more also
improved, dropping from 88th place to 165th. New York is now the
safest large city in the country.

For many years New York City had, with the separate Transit
and Housing Police Departments, three of the ten largest police de-
partments in the country. While they were all operating under tradi-
tional organizational principles, the idea of creating an even larger
bureaucracy was not an appealing prospect to transit riders and
housing project residents — or for most police officers. The much
more decentralized, information resourceful, and responsive
Compstat model finally made possible — and politically saleable —
the economies of scale and coordination that combining these de-
partments always promised. Since the departments were consoli-
dated in 1995, crime in the subways has continued to go down.
Between 1995 and June 2000, seven major felony crimes have also
declined 39 percent in the New York City housing developments
(Mayor’s Management Report, September 2000).

While several police officials and one scholar have written ac-
counts of recent NYPD history (Bratton and Knobler 1998, Maple
1999, Silverman 1999), no one has published a multivariate empirical
study of the impact of Compstat on public safety. Nevertheless, evi-
dence is overwhelming that since Compstat’s inauguration, the pace
of crime reduction dramatically increased. This chapter describes
how Compstat changed thinking about public safety in America.

Police Management Reform:
The Compstat Model

Compstat was introduced in NYPD by the management team assem-
bled by William Bratton when he became police commissioner at the
start of of Mayor Rudolf Giuliani’s administration in 1994. After
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reaching a peak in the early 1990s, when homicides exceeded 2000, and
after a historic build-up in police personnel under Police Commis-
sioners Lee Brown and Raymond Kelly,2 funded by the 1991 Safe
Streets, Safe City Act passed by the legislature at the insistence of
Mayor Dinkins, index crime in New York had begun to decline.
Nevertheless, in the 1993 mayoral election the incumbent David
Dinkins had trouble winning credit for the success of his “commu-
nity policing” approach to reduction in crime, and confronted a can-
didate who ran on the issue that public safety was still a leading
problem.

Most analysts and certainly newly elected Mayor Giuliani be-
lieved that the voting public’s continuing concern about crime and
public safety were critical to his victory at the polls. However, Wayne
Barrett, in his biography of Giuliani, takes pains to point out that can-
didate Giuliani had offered no specifics about how he would achieve
his goal of reducing crime. Barrett also criticizes Dinkins’s second Po-
lice Commissioner Raymond Kelly, under whose leadership index
crime had declined, for attributing the crime wave to “family val-
ues…young people out there on the streets with no supervision…the
out-of-wedlock birthrate,” but failing to give credit for the decline to
changes by the community (Barrett, 2000, p. 352).

By most accounts, Mayor Giuliani selected William Bratton as
his police commissioner because Bratton believed the police could
reduce crime. Commissioner Bratton had his own reasons to believe
in the efficacy of police action. When he served as head of the New
York City Transit Police, he had succeeded in dramatically reducing
serious crime. The best example of his approach was the strategic
enforcement of the laws against the minor criminal offense of “fare
beating.” The rationale was that persons entering the subways in-
tent on robbery and other crimes were unlikely to pay to ride. By
targeting stations where fare beating was most common, by using
plainclothes officers to arrest and interrogate fare beaters, by check-
ing for outstanding warrants, by searching those arrested for weap-
ons, and by prosecuting those with weapons, the Transit Police
reduced fare beating, but more importantly drove knives and guns
out of the system. This kind of strategy-based law enforcement —
more akin to “problem-solving policing” than community policing
— became a cornerstone of Compstat.3
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Police Commissioner Bratton’s approach to management,
which relied on computer-mapped crime statistics, departed from
both the traditional model of a highly centralized, reactive bureau-
cracy and from the newer model of community policing. In fact,
Compstat differs in philosophy, structure, and management pro-
cess from its predecessors. Compstat is based on a complex set of in-
terrelated assumptions about cause and effect in the production of
public safety (see Model C). The official police presentation of
Compstat focused on only four factors: accurate and timely intelli-
gence, rapid deployment, effective tactics, and relentless follow-up
and assessment (Safir n.d.). Increased police personnel (provided
by Safe Streets/Safe Cities), leadership (from the commissioner and

the mayor), and the new role of precinct commanders (decentraliza-
tion) are also critical inputs. The detailed tracking process cast a net
around more than just index crimes. Compstat includes indicators
believed to be warning markers, such as shooting incidents, shoot-
ing victims, and gun arrests, all displayed in geographically pin-
pointed detail for regular management review at every level.

The philosophical change entailed in this model rested on the
belief that police action can affect crime and public safety. To the
consternation of many of his police management colleagues and a
chorus of disbelief among academic criminologists, Bratton began
his tenure by setting a target of cutting crime by 10 percent the first
year. (The actual drop was 12 percent.) The new philosophy was in-
formed by the idea of “broken windows” articulated most clearly
by George Kelling and James Q. Wilson who argued that effective
crime control starts at the bottom of the scale of seriousness, not the
top. However, Bratton emphasized targeting both top (serious felo-
nies) and bottom-ranked (quality-of-life) crimes simultaneously,
winning back the city “block by block.” Jack Maple, Bratton’s dep-
uty commissioner for operations, maintains that the “broken win-
dows” idea actually formed only a limited part of the New York
City intervention. He wrote, “While I applaud tactics that reduce
disorder and the public’s fear of crime, implementing quality-of-life
tactics alone is like giving a face-lift to a cancer patient…. For qual-
ity-of-life enforcement to make a significant contribution to crime
reduction, it has to be supported by a larger strategy” (Maple 1999).
The key element of “broken windows” was not the specific focus of
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enforcement but the belief that police intervention could have a ma-
jor impact on crime.

Compstat also includes a significant structural change: the iden-
tification of precinct commanders as the locus for operational author-
ity and accountability, and community-oriented problem solving.
The traditional NYPD structure centered command, information,
and accountability on higher-level officials and specialized units.
Community policing could have empowered precinct commanders,
but as practiced in New York by Commissioners Ward and Brown it
focused more on empowering individual police officers as problem
solvers (McElroy, Cosgrove, and Sadd 1993; Ward 1988).

Also under the old system, the job of precinct commander was
either the icing on the top of a long career at NYPD or a short stop-
over on a fast track in the career of upwardly mobile officers. In ei-
ther case, the performance goal tended to be limited: escape the
position before an incident or scandal marred the record.

Under Compstat, precincts became the locus of problem solv-
ing and performance management, guided by centrally devised
strategies and aided by centrally deployed supplemental resources.
Precinct commanders have been given the tools to analyze
up-to-date statistics, find patterns of crime and police activity, and
devise solutions to problems they identify within the context of pri-
orities and strategies for reducing crime established by the central
administration. Precinct commanders know that Compstat staff
have the same data they do, and are analyzing it for review.

This change in management process is symbolized by the
twice-weekly crime strategy meetings at the Command and Control
Center at One Police Plaza. The leaders of one of the City’s eight bor-
ough commands assemble for a three-hour meeting with the depart-
ment’s top managers to review the performance of precincts —
originally one by one, now in adjacent clusters to facilitate awareness
of and response to larger patterns. In the early stages these reviews
were scheduled well in advance, but precincts now receive only a
couple of days notice. The review process is aided by geographic in-
formation system (GIS) maps, and trends are presented on computer
terminals and projected on large screens. Precinct commanders are
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questioned about their analyses of patterns and trends, about their
actions to solve crime problems, and about their coordination with
other police department units. A review session typically covers, in
one way or another, all ten central police strategies4:

� Getting guns off the streets.

� Curbing youth violence in the schools and on the
streets.

� Driving drug dealers out of New York City.

� Breaking the cycle of domestic violence.

� Reclaiming public spaces.

� Reducing auto related crime.

� Rooting out corruption.

� Reclaiming the roads.

� Fostering courtesy, professionalism, and respect.

� Bringing fugitives to justice.

In addition to sharpening the focus on accountability,
Compstat sessions have become major vehicles for organizational
learning. In the past, no mechanisms were in place to share lessons
learned or advances in crime-fighting tactics. The evidence pre-
sented at Compstat meetings is intensely scrutinized for insights
into what works — and does not work — in the fight against crime,
with the results widely and rapidly disseminated within the depart-
ment. Since commanders are often grilled in Compstat meetings
about their familiarity with successful methods, they have strong
incentives to be prepared.5

The Unintended
Consequences of Compstat

It is hardly news in public administration that policies and programs
may have unintended consequences. A management principle un-
derlying Compstat is that what is counted counts in terms of
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organizational performance.6 There is a corollary: what is not
counted tends to be discounted.

In the first months of Compstat, precinct commanders were not
quizzed about civilian complaints or patterns of police misconduct;
after several months these data were added to the Precinct Com-
mander Profile, and questions were raised in the Compstat review
meetings. This did not receive the same level of attention by the De-
partment — nor certainly by the Mayor — given to crime, but its ad-
dition does reflect Bratton’s early recognition that performance
management is a balancing act.

A focus on police misconduct in the form of overly aggressive
policing and discourtesy and lack of respect in police encounters
with citizens has gradually been added to the list of strategies. This
strategy was introduced not as a result of any systematic evidence
of increased misconduct, but in response to several highly publi-
cized police-citizen encounters in which public response suggested
poor police community relations. There is little hard evidence of
trends in police misconduct in interactions with the community.7

Under Commissioner Bratton a special Compstat process for
Internal Affairs used the new approach to track and analyze serious
offenses such as corruption. The separate Internal Affairs Compstat
review process was discontinued by Commissioner Safir, who re-
turned to highly compartmentalized investigations, apparently be-
cause of traditional concern about leaks within the Department.

Information Technology and
Police Organization

There is a critical technological dimension to the structural reform
story engendered by Compstat. At the beginning of the Bratton ad-
ministration in 1994, precincts typically did not have personal com-
puters. NYPD was one of the last bastions of mainframe computer
technology — and the related mentality of excessive central control.
Precincts produced most police data, which were sent for analysis
to headquarters for processing. It usually took weeks for crime and
activity data sent to headquarters to come back to precincts — if
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they came back at all. There was little if any pressure on precinct
commanders to reduce crime, so this lack of timely intelligence was
not widely viewed as a problem. Under the old model, 911 dispatch-
ers had more to say about the deployment of patrol officers than
commanders.

Information technology played a role in police reform in the
United States before Compstat. Before the decentralization afforded
by personal computers and the analytic power of GIS maps, there
were centralized 911 telephone and radio systems. Following the
advice of the Task Force on the Police of the President’s Commis-
sion on Law Enforcement in the Administration of Justice (1967),
police departments aspired to be centrally controlled, highly mech-
anized, semi-military bureaucratic organizations.8 The large main-
frame computers needed to support enormous 911 systems —
which in New York City record 10 million plus calls for service a
year — symbolized the centralized structure of this dominant police
management model.

Ironically, at the very time the 1967 Task Force was recom-
mending traditional “principles of organization” as the key to im-
proving police management, the academic field of organization
theory was producing powerful arguments for a decentralized
“contingency” approach to organization design. Prominent works
by Lawrence and Lorsch (1967) and James D. Thompson (1967)
make a powerful case for the idea that the structure of high-per-
forming organizations varies with the technology used and the en-
vironments in which they work. According to that theory, urban
police forces, lacking knowledge of cause and effect (James Q. Wil-
son 1967), and operating in dynamic and complex environments, re-
quire decentralized decisionmaking. The survival of the 911 model
largely intact well into the 1990s can largely be explained by public
and political demand, bureaucratic inertia, and the absence of the
“norms of rationality,” a constraint that organization theorists as-
sumed to be operating. “Norms of rationality” refers to measures of
performance that put pressure on organizations to produce results.
Given the view that the police could not have a significant impact on
community safety, large police forces focused instead on their inter-
nal or “technical rationality,” which included concerns such as im-
proving radio dispatch technology and minimizing response time.
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But with the shift in focus to community outcomes, crime reduction,
and increased public safety, the formula for rational action had to
change.

During the last decade of the twentieth century, the level of
crime and its seemingly incessant rise was a major public issue in
the United States. Criminologists and pundits presented competing
explanations for this rise, ranging from sociological to cultural to
economic to chemical (drugs), but few placed the blame on the orga-
nization and management of police services. Some discussion oc-
curred regarding how many police officers were needed to respond
to crime and cope with its consequences, but few analysts looked to
the police for solutions.

Scholarly literature on police reinforced lowered expectations.
Long before James Q. Wilson articulated the “broken windows”
theory of police intervention, he wrote in Varieties of Police Behavior,
the most widely cited volume on police administration:

The police share with most other public agencies — the schools, for-

eign ministries, antipoverty organizations — an inability to assess

accurately the effectiveness of their operations.... No police depart-

ment, however competently led and organized, can know how

much crime and disorder a community produces or how much

would be produced if the police function differently (or not all).

Wilson went on to argue:

Even when the police have accurate information, it is often diffi-

cult or impossible to devise a strategy that would make the occur-

rence of a crime less likely. Many serious crimes — murder,

forcible rape — are of this character: Though they are often re-

ported with minimum distortion or delay, it may occur, in many

cases, in private places among people who know each other and in

the heat of an emotional moment.... The rate of certain crimes is

determined to a significant but unknown degree by factors over

which the police have little control. Street crimes are affected by

weather, crimes against property by prevailing economic condi-

tions, crimes against the person by the racial and class composi-

tion of the community, delinquency by the nature and strength of
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family and peer group controls. The police know these things — or

think they know them — but they cannot estimate the magnitude

of such factors, or distinguish their effect from that of police tac-

tics, or bring these factors under police control.

Consequently, according to Wilson, “few police administrators
show much interest in ‘planning’ the deployment of their man-
power and equipment.”

Wilson’s “realistic” view was widely shared and reflected in
police administration from the 1970s into the 1990s. Police depart-
ments in urban America all used the reactive response 911 model of
service delivery. Departments deployed officers in random, visible
patrol cars in the hope that their presence would not only deter
crime, but also distribute response units in a way that minimized re-
sponse time to unpredictable calls for service. When the City of New
York began to present agency performance targets in the Mayor’s
Management Report, the NYPD prior to Commissioner Bratton re-
fused to set crime reduction targets. The argument made by the De-
partment and accepted by the mayor’s office was that the police do
not produce crime, they only respond to it, however much there is
(Smith 1993). In support of this view, they could cite experts like Da-
vid Bayley (1994), who wrote: “That the police are not able to pre-
vent crime should not come as a surprise to thoughtful people. It is
generally understood that social conditions outside the control of
police, as well as outside the control of the criminal justice system as
a whole, determine crime levels in the community.” 9

Today, less than a decade later, the long-prevailing belief in the
limited and solely reactive role of modern police forces has been
dramatically altered. The idea that policing can make a difference
had its origin in the idea of community policing.

Community Policing and
Problem-Solving Policing

Compstat had its roots in the rise of two sometimes-related reforms in
managing public safety: community policing and problem-solving
policing. As recounted more fully elsewhere (Goldstein 1990,
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Sparrow et al. 1990), a series of studies challenged the basic pre-
mises on which 911 urban policing strategies were based. The ran-
dom-patrol model assumed that rapid response gave police their
best chance to apprehend criminals and deter crimes, as well as to
enhance citizens’ feeling of safety. A specialized force of detectives
would solve crimes not deterred or where random patrol and rapid
response did not result in apprehension (911 Model). Studies in the
1970s — including the now famous Kansas City Preventive Patrol
Experiment (Kelling et al. 1974, Greenwood et al. 1977) — called
those assumptions into question. Eck and Spellman (1987, p. 35)
summarized the policy implications of this research: “In short most
serious crimes were unaffected by the standard police actions de-
signed to control them. Further, the public did not notice reductions
in patrol, reduced speed responding to non-emergencies, or lack of
follow-up investigations.”

Research also revealed a growth in the public’s fear of crime
and perceived physical and social disorder at the neighborhood
level. Moreover, these “quality-of-life” conditions were largely ig-
nored by police, who focused on a narrowly defined crime control
mission (Wilson and Kelling 1982, more fully explored in Skogan,
1990).

Faced with the need for new approaches to urban public safety,
many police departments in the 1980s experimented with new strat-
egies based on two further findings: police contributions to public
safety were highly dependent on citizen inputs, and police efforts
were oriented to apprehension more than prevention. From the first
came “community policing” and a return to the idea of the cop on
the beat who knows a neighborhood’s people and places. From the
second emerged “problem-solving policing,” which suggests that
police can reduce crime by focusing not just on incidents of crime
but also on community problems which lead to those incidents.
Some departments combined the two. In New York City a version of
problem-solving community policing began in 1984 under Police
Commissioner Benjamin Ward and continued into the early 1990s.
Since 1994 the city has changed the orientation of problem-solving
policing and dropped the rhetoric of community policing almost
completely. As will be shown, there has been some distance
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between rhetoric and reality both during the ascendance of commu-
nity policing in New York and its apparent eclipse.

As Commissioner Ward was addressing how the department
should deploy new officers in the early 1980s, James Q. Wilson and
George Kelling (1982) published “Broken Windows.” They argued
that the neglect of quality-of-life crime enforcement in New York
City in the late 1970s might be causally related to the rise in more se-
rious crime in the early 1980s.10 In 1984, after an extensive study of
the needs of the department by the Vera Institute of Justice, the
Community Patrol Officer Program (CPOP) was launched to test
problem-solving, community-oriented policing in one precinct.
CPOP started in Brooklyn with a 10-officer unit, supervised by a
sergeant. The officers were assigned to work alone in fixed beat as-
signments, following a flexible schedule based on the needs of the
beat. They were not responding to routine (911) calls for service, but
learning neighborhood norms and folkways, identifying patterns of
incidents (“problems”), and developing various strategies to ad-
dress them. While community patrol officers were supposed to act
on the information they obtained, they were also expected to serve
as a communication link between the neighborhood and the depart-
ment.

Before much testing of the model could occur, the idea grew
wings and took off with a commitment in 1985 to extend it to every
precinct in the city. By 1989, when Benjamin Ward left the depart-
ment, a CPOP unit was operating in all 75 precincts of the City
(McElroy, Cosgrove and Sadd 1993). In 1989, mayoral candidate Da-
vid Dinkins announced his intention to double the number of CPOs
if elected.11

Mayor Dinkins appointed as police commissioner Lee Brown,
a nationally recognized proponent of community policing. He is-
sued a “blueprint for change“ in which he made community polic-
ing not merely a program but ”the dominant philosophy and
strategy” of the department. “With community policing, every
neighborhood will have one or more police officers assigned to it
and responsible for helping residents of the community prevent
crime, develop a capacity for order maintenance, and improve the
quality of life.”
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The effects of community policing in New York are not well
documented. Testifying before the Public Safety Committee of the
New York City Council in 1991, Jack Greene, Jerry McElroy, and
Dennis Smith each argued that systematically measuring progress
on the near-term, intermediate, and ultimate goals would help
guide the department and stabilize public expectations. However,
Commissioner Brown testified that the department had very lim-
ited resources for evaluation, and that the evaluations it did under-
take would be for “managerial” use.

In his campaign for mayor in 1993, challenger Rudolph
Giuliani characterized Dinkins’s community policing as “social
work.” A former federal prosecutor, he claimed to be a “real crime
fighter.” A “student” of George Kelling,12 he also promised to pay
more attention to quality-of-life offenses, symbolized by the “squee-
gee men” jaywalking city streets at intersections to try to clean the
windows of often reluctant and even frightened drivers.13

William J. Bratton, who became police commissioner in January
of 1994 and directed the departmental reengineering effort, was rec-
ognized nationally as a proponent of community policing. A number
of his closest advisors while he led the Boston Police, such as George
Kelling of Northeastern University and Robert Wasserman,14 are
considered founders of the community policing movement.

But New York in 1994 was a different story. Community polic-
ing was associated in the public mind with the Dinkins administra-
tion. In his book (1998, pp. 198-9), Bratton explains his view of
community policing as practiced in New York City:

Beat cops are important in maintaining contact with the public

and offering them a sense of security. They can identify the com-

munities’ concerns and sometimes prevent crime simply by their

visibility. Giving cops more individual power to make decisions

is a good idea. But the community-policing plan as it was origi-

nally focused was not going to work because there was no focus

on crime. The connection between having more cops on the street

and the crime rate falling was implicit. There was no plan to de-

ploy these officers in specifically hard-hit areas…and there were

no concrete means by which they were supposed to address crime
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when they got there. They were simply supposed to go out on

their beats and somehow improve their communities.

But did community policing disappear with the introduction of
Compstat? Problem solving, its lesser-known twin, was infused
into many parts of the new plan. While the operationalization of
problem solving as a street-level police behavior remained prob-
lematic, it emerged in Bratton’s 1994 Plan of Action for NYPD as a
key to high performance reviews, favorable assignments, and pro-
motions. However, the new version of problem solving centered on
the precinct, and the primary accountable official was the precinct
commander, not the individual community police officer.

Precinct commanders could design their own operating strate-
gies and draw on the department’s resources in making those strat-
egies work, and were evaluated on their success in “reducing
dramatically crime, disorder, and fear.” Precinct commanders who
had been trained in and believed in the efficacy of community polic-
ing almost inevitably relied on a partnership between their police
and the community to achieve significant crime reduction. Thus,
community policing has played a role in New York City’s crime re-
duction success story.

The Case for Compstat

It was probably inevitable, given the central place of crime-fighting
strategies in the campaign that ousted the City’s first African-Amer-
ican mayor and brought Rudy Giuliani into office, that the subject of
crime and police performance in New York would be highly politi-
cized. Mayor Giuliani did not acknowledge as significant the fact
that crime had declined each year under his predecessor, nor credit
the Safe Streets/Safe City legislation achieved under Mayor
Dinkins for creating a much larger police force with which to pur-
sue the fight against crime. Returning the favor, opponents and crit-
ics of the mayor are reluctant to find any merit in the claim that the
NYPD under his leadership has played a central role in reducing
crime. Most critics are content to offer alternative explanations, but
one recent book goes to great if sometimes tortured lengths to chal-
lenge even the basic facts of crime reduction.15
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The case we make here is that, while crime statistics are flawed
in well-established ways, there is no evidence that the credibility of
crime statistics changed during the Giuliani administration. If any-
thing, crime statistics have been more carefully scrutinized in the
last decade than at any time in history. Statisticians recommend the
use of multiple measures of almost any complex phenomenon as an
antidote to biases. An unprecedented number of police perfor-
mance indicators are available, and those statistics tell the same
story: crime in virtually all categories and in all sub-areas of the City
is dramatically down. Not only are homicides now at 1960s levels,
but reports of shots fired, gun incidents, and gunshot injuries are
also dramatically down. And some of those numbers come from
agencies other than the police.

The key point is that there is a remarkably close link between
the introduction of the new approach to police management and a
dramatic drop in crime, and that other possible explanations do not
fit the pattern of crime reduction as closely.

Rival Hypotheses for
Crime Reduction in New York City

Analysts have advanced five alternative explanations to the City’s
drop in crime: — demographics, drugs, gun control, the economy,
and incarceration. Succinctly summarized, here are the argu-
ments:16

Demographics: The relative size of the cohort between 15 and
21 years of age has been shown to have enormous influence upon
the rate of reported crimes. Criminologists have clearly demon-
strated that adolescents commit a disproportionate number and
percentage of total crimes, that criminality peaks between the ages
of 16 and 20 for the majority of specific offenses, and that the rate of
offenses attributable to a particular age cohort declines as it ages
(Wolfgang, Figlio, and Sellin 1972; Tracy, Wolfgang, and Figlio
1990). These conclusions are supported by data from the FBI’s Uni-
form Crime Reports, as well as by victimization studies.
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Criminology’s conclusions about the influence of the age
15-to-19 cohort upon overall crime, however, do not fit the patterns
of crime in New York City. The city’s youthful population declined

by almost 22 percent from 1970 to 1990, when index crime rates
soared in New York by 23 percent and across the nation. Both homi-
cide and motor vehicle theft hit 20-year peaks in 1990. The propor-
tion of crimes for which the cohort was responsible did increase: per
capita arrests for youths between 15 and 19 rose almost 60 percent.

The demographic rationales for crime and their emphasis on
criminality among the cohort of males between the ages of 15 and 19
cannot explain the significant crime reductions in New York City
over the past several years. In fact, the number of males in that age
group has actually increased between 1990 and 1995, when New
York City began to realize a notable decrease in crime.17

Drugs: A great deal of recent discourse and research in contem-
porary criminology has focused on the nexus between drug abuse
and crime, particularly violent crime. Hypotheses typically estab-
lish a causal link between drugs and crime in two ways: a particular
drug is said to induce violent crime by removing inhibitions or
through some other pharmacological effect, and the prohibitive cost
of some drugs is said to cause users to commit crimes (particularly
property crimes) to generate income to satisfy their addiction. Al-
though positive correlations between drug use and criminality have
been demonstrated, many of the studies are based on convenient
samples of prison and jail inmates and therefore present sample
bias (Bureau of Justice Statistics 1988, 1991). Another empirical issue
is the difficulty of determining what portion of overall crime is com-
mitted by drug abusers. As Wilson and Herrnstein (1985, p. 366)
point out, it would be impossible to calculate how much crime her-
oin addicts commit even if we had accurate data about the number
of addicts and the monetary cost of their addiction.

Some have argued that the precipitous increases in robbery
complaints nationwide during the late 1980s stemmed from the
emergence of crack cocaine. Crack exploded onto the drug scene in
New York City in 1985 and 1986, a period in which robbery com-
plaints did increase dramatically. Some would argue, in a similar
vein, that the reemergence of heroin as the drug of choice among
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street criminals will translate into an increase in burglary com-
plaints, since burglaries rates have long been associated with heroin
addiction. However, neither of these hypotheses is supported by
empirical evidence in New York City.

In 1984, just prior to the crack explosion, a Drug Use Fore-
casting (DUF) urinalysis study at the Manhattan Central Booking
facility revealed a 42 percent positive rate for cocaine among all
arrestees, regardless of the charge. By 1988 — perhaps the height of
the crack epidemic — the prevalence of cocaine use among all
arrestees had nearly doubled, to 83 percent, lending credibility to
the hypothesized relationship between crack cocaine and crime.

Although cocaine use among all arrestees has since dropped,
the decline has been fairly modest. In February 1995, 78 percent of
arrestees tested positive for cocaine, and in May 1995, 68 percent did
so. Since 1988, the proportion of arrestees testing positive for co-
caine in each quarter varied from 59 percent to 83 percent, and since
1993 the proportion varied from 63 percent to 78 percent. Cocaine
use among those arrested in New York City has thus not declined
substantially, and certainly not to the extent that it could account for
the enormous decline in the crime that cocaine supposedly engen-
ders. It should be noted that robberies in New York City peaked in
1981 at about 107,500 — before the advent of crack and seven years
before peak cocaine use as measured by DUF. New York City rob-
beries were 49,670 in 1996. 18

Gun Control: One can intuitively grasp a connection between
the availability of funds, particularly handguns, and violent crime.
Roughly one-half of the nation’s homicides are committed with
guns, as are about one-third of all robberies and one-third of all
rapes. In New York City at least, the vast majority of those guns are
illegally possessed. No significant change in gun control law or any
demographic or social variable might have induced street criminals
to refrain from carrying or using their guns during the period when
gun-related violence in New York City precipitously declined.
However, the facts do clearly show a link between the number of
guns and a change in police strategy and management.
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“Getting guns off the streets” was the first strategic priority of
Bratton when he became commissioner of NYPD.19 The number of
firearms (especially handguns) used in criminal activity declined
substantially in New York City during the first years of the new ad-
ministration. The percentage of robberies in which firearms were
used, for example, fell from 36 percent in 1993 to 33 percent in 1994
and to 29 percent for the first six months of 1995. The number of
shooting incidents declined 40 percent between 1993 and the end of
1994 (and an additional 52 percent between fiscal 1995 and 1999),
and the number of shooting victims injured in these incidents
dropped 38 percent. The decline in firearms use can also be inferred
from the fact that the department received 23 percent fewer
“shots-fired” calls during the first nine months of 1995 than during
the comparable 1994 period.

The declining number of shooting incidents and victims re-
flects a general decline in the number of firearms carried and used
by criminals, which can reasonably be attributed to the effectiveness
of NYPD’s strategic gun enforcement efforts. A plausible explana-
tion is that criminals considered the wisdom of leaving their guns at
home. Indeed, NYPD gun arrests rose fairly rapidly subsequent to
the introduction of the gun strategy, and began to decline only as a
function of aggressive enforcement.

The Economy: The question of whether poverty causes crime
has been one of the most controversial and enduring issues in crimi-
nology as well as politics. Academic research has failed to provide
conclusive data to support or reject any of the common economic
theories of crime causation.

In any case, none of the common social or economic factors that
criminologists typically cite to explain fluctuations in crime seem to
be responsible for any appreciable decline in crime. New York
City’s economic picture was improving only slightly during the first
years of the Giuliani administration. Data from the U.S. Department
of Labor show New York City’s unemployment rate at 10.8 percent
in January 1994, at 7.2 percent in September 1994, at 9 percent in
February 1995, and at 8 percent in September 1995. The unemploy-
ment rate remained over 8 percent for the rest of the decade — well
above the national average. The number of city residents receiving
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public assistance benefits began to decline slightly in 1994 and 1995,
and dramatically only after the introduction of national welfare re-
form in 1996. A comparison of the number of city residents receiv-
ing food stamps in August 1994 and August 1995 reveals a very
modest decrease of 0.4 percent.

There is more evidence to suggest that the improvement in the

city’s economy followed a decline in crime rather than the other way

around. The New York City Convention and Visitors Bureau re-
ported that it serviced 30 percent more visitors in 1996 than in 1993,
and that the city attracted 25 million visitors in 1996 — a 14 percent
increase over 1995 levels. This translates into 3.5 million more visi-
tors who contributed to the local economy. New York City’s hotel
occupancy rate rose from 70 percent in 1993 to 82 percent in 1996.

Subway ridership has similarly reflected a decline in subway
crime. Daily subway ridership fell 3.5 percent between 1990 and
1991 but increased 0.2 percent between 1991 and 1992, when sub-
way crime fell 15 percent. In 1992 and 1993, when subway crime fell
an additional 24 percent, daily ridership rose 5 percent. In 1994,
with subway crime falling another 22 percent, ridership rose an ad-
ditional 5 percent. According to MTA monthly reports, subway
ridership rose every year after 1993, after declining steadily in the
late 1980s. From these data, we could argue that public fears associ-
ated with riding the city’s rapid transit system have declined. In-
vestments in subway infrastructure and the new fare policies such
as add-a-ride introduced in 1997 are also factors in these upward
trends.

Arrests and Incapacitation: Even the best managed and most
effective police agency cannot reduce crime solely through arrest
and enforcement. Other spheres of the criminal justice system — the
courts and corrections, probation and parole — play a salient role in
reducing crime and enhancing public safety. Corrections agencies
in particular are instrumental in reducing crime through incapacita-
tion and perhaps to some extent through deterrence, although the
public rarely acknowledges their importance.

Although it may be difficult to accurately estimate the relative ef-
fectiveness of incapacitation strategies, the rationale for incapacitation
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is fairly simple. We know that some criminals, particularly “career
criminals,” commit a highly disproportionate number of crimes.
Like many other states, New York has significantly increased the
number of prisons, the size of the prison population, and the length
of incarceration. Some have speculated that this increased incarcer-
ation has incapacitated crime.

Aside from the fact that the dramatic increase in prisoners de-
pended on arrests, the key point is that prison population growth
occurred during the 1980s and early 1990s and began to reverse
when crime trends in New York started downward. The number of
new commitments to prisons was 8,649 in 1993, but dropped 33 per-
cent to 5,837 in 1997. With an increase of 32 percent in the mean min-
imum sentence, one could argue that the two trends canceled each
other out. During the same period, however, the number of prison-
ers released on parole steadily increased from 20,662 in 1993 to
22,329 in 1997 (Citizens Budget Commission 2000).

While NYPD did not deemphasize felony arrests under the
management strategy it introduced in 1994, it did attack the prob-
lem of serious crime by greatly increasing the emphasis on misde-
meanors. In 1993 the department made 127,883 felony arrests and
133,446 misdemeanor arrests. In 1994, the first year of the new re-
gime, all arrests increased, while felony arrests rose 9 percent (to
139,228 arrests) and misdemeanor arrests shot up 31 percent (to
175,128). By 1997 misdemeanor arrests were at 228,080, but felony
arrests remained almost level at 135,778.

Reminiscent of the fare beating strategy in the subways,
NYPD’s quality-of-life enforcement effort did not produce the
kinds of arrests that result in incarceration, but these data never-
theless show that dramatic crime reductions can be achieved
through sustained and tactical enforcement of quality-of-life mis-
demeanor offenses, coupled with vigorous enforcement of felony
crimes and the concomitant incapacitation of “career criminals.”
This record offers no support for the view that prisons rather than
policing produced more safety from criminal victimization in New
York City. Simply put: police can control the main cause of crime
— human behavior.
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Applying the Model to
Other Public Services

The claim that the new Compstat approach to police management
can reduce crime, disorder, and fear is not limited to the experience
of NYPD. Compstat received a Ford Foundation Innovations in
Government award, and has been replicated in a number of other
cities both in the United States and abroad. The extent to which
these communities adhere to the New York City model has not been
systematically documented, nor have the results. In Crime Fighter,

former NYPD Deputy Police Commissioner Jack Maple recounts
successful use of the Compstat approach in a number of American
cities that had not been part of the general downward trend. After
introducing a Compstat-like approach, each of these cities saw sig-
nificant declines in crime.

Two New York City Departments that have attempted to fol-
low the NYPD model in areas other than policing provide addi-
tional evidence of the effectiveness of public-sector performance
management. At the Department of Correction, the elements of ac-
curate and timely intelligence combined with effective tactics, rapid
deployment, relentless follow-up and assessment, and decentral-
ized accountability produced a major turnaround in prisoner safety
and drop in overtime expenses. From 1995, when the department
introduced its Compstat-like management reform, through 2000,
the number of violent incidents dropped from 593 to 54. The Rikers
Island Jail, among the more dangerous facilities in the nation, be-
came one of the safest (Smith 1997).

Using the principles of Compstat, the New York City Depart-
ment of Parks and Recreation created PARKSTAT, which converted
a very good systematic method of annually measuring park safety
and cleanliness into a system for intensively managing those condi-
tions. The department reported declining performance for two con-
secutive years after introducing the measurement tool. After using
Compstat principles to convert its measurement system into a man-
agement system in 1996, the department more than doubled the
percentage of park facilities rated as safe and clean, from 39 to 87
percent (Smith 1997).
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That these successes occurred immediately after the introduc-
tion of Compstat management principles provides additional
weight to the argument that a change in police management de-
serves significant credit for the greater safety of New York City.
These experiences suggest that performance management can sig-
nificantly improve complex urban services.20

Endnotes
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1 This is in addition, of course, to elaborate new controls on planning and monitoring

spending put in place in the wake of the fiscal crisis.

2 Bratton notes in his book Turnaround that only a fraction of the more than 6,000

additional officers funded by Safe Streets legislation were on the streets of New

York during the critical summer before the fall election of 1993 (1998, p. 198).

3 Maple emphasizes these follow-on actions in what he calls the “qual-

ity-of-life-plus” strategy (1999, p. 155).

4 During the first several years, there were only eight strategies; the last two were

added by Commissioner Howard Safir.

5 The positive effect of this rapid transmission of “lessons learned” depends on the

quality of the learning.

6 Prior to the introduction of the COMPSTAT style focus on measuring “outcomes,”

such as reduced crime/increased public safety, the measuring of activities and out-

puts of police was associated with rapid but ineffective radio runs, and arrests that

were made to reduce public pressure, and other abuses in the name of “productiv-

ity.” See Eck and Spellman 1987.

7 Deputy Commissioner for Policy and Planning Michael J. Farrell pointed out in an

interview the dependence of Compstat-style performance management on

agreed-upon performance measures. Civilian complaints against the police are in-

trinsically contested data; until they have been investigated and perhaps even adju-

dicated, they are difficult to use in management. Systematic citizen surveys would

provide a general reading on community/police relations, but they are expensive

and do not focus on the small percentage of the population that actually interacts

with the police. Police Commissioner Bernard Kerrick, Safir’s successor, recently

announced that the city, using the nonprofit Vera Institute, would survey citizens

about police and safety.

8 Thompson (1967), for example, hypothesizes that “under norms of rationality, or-

ganizations facing heterogeneous task environments seek to identify homogeneous

segments and establish structural units to deal with each.” He also maintains that

“when the range of task environment variations is large and unpredictable, the re-

sponse organization component must achieve the necessary adaptation by monitor-

ing that environment and planning responses, and this calls for localized units.”

9 Bayley, in Police for the Future, was describing the situation under the existing or-

ganization of and approaches to urban policing. In his concluding chapters on “So-

lutions” he articulates many principles that foreshadowed Compstat.

10 This neglect was exacerbated in New York City by NYPD’s response to the 25 per-

cent cut in uniform staff that occurred in the wake of the 1975 fiscal crisis. In a
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form of triage, NYPD significantly reduced its attention to “lesser crimes” to focus

on “real police work”— index crimes (see Smith 1981).

11 What does the CPOP experience show about managing change in complex urban

police organizations? That implementing change is very difficult! With the strong

support of a knowledgeable police commissioner; with a relatively clear and lim-

ited objective in a period of relative munificence, political continuity, and no ex-

traordinary crime crisis; with little need to coordinate implementation with outside

agencies; and with facilitation by a leading criminal justice organization, it never-

theless took four years to extend the program to 75 precincts involving 750 officers

(less than 3 percent of the force).

12 Both Andrew Kirtzman (2000) and Wayne Barrett’s biographies of Mayor

Giuliani recount that he met with and was influenced by Professor Kelling during

the period between his first unsuccessful and his second successful run for mayor.

Both authors of this article participated in the candidate’s policy “seminars” orga-

nized by Richard Schwartz.

13 The disappearance of “squeegee men” is often cited as an early success of the

Giuliani quality-of-life law enforcement. However, William Bratton notes that in

the summer of 1993, before the election, Commissioner Raymond Kelly used

problem-solving methods to remove the squeegee men from intersections (Bratton

and Knobler, 1998). One might concede that candidate Giuliani set this agenda as

Mayor Dinkins’s compassion for people who were washing car windows on the

streets of New York was a matter of public record.

14 Robert Wasserman also played a central role in NYPD as a consultant to former

Commissioner Lee Brown, who made community policing “the dominant opera-

tional philosophy of the Department.”

15 In a chapter entitled “These Statistics Are Crime,” Wayne Barrett (1990) argues: 1)

that crime statistics clearly show that police efforts under Mayor Dinkins deserve

credit for reducing crime, 2) that crime reductions during the Giuliani administra-

tion were the result of other factors, such as a changing drug culture, 3) that any re-

duction in crime that did occur is the work of Police Commissioner Bratton and his

management, not the mayor, and 4) that crime statistics supporting the credit

claims of Mayor Giuliani are not to be believed. (The same statistics, if issued dur-

ing the Dinkins administration or other jurisdictions apparently can be believed.)

Even after he conjures every manner of challenge, Barrett’s bottom line is not that

crime has increased, nor that it has not declined, but rather that it has gone down

less than claimed, and that other factors deserve credit besides the police.

16 This section draws heavily on Bratton’s presentation at a National Institute of Jus-

tice (NIJ) Policing Research Institute conference on “Measuring What Matters,”

held in Washington DC, November 28, 1995.

17 As crime started to drop in the 1990s, the decline in youth population reversed it-

self. New York’s Department of City Planning estimates that the population of

youths between ages 15 and 19 increased by 0.04 percent between 1990 and 1995.

Most significant, especially for criminologists who consider race as a variable, the

number of male blacks between 15 and 19 rose by nearly 2 percent and the number

of male Hispanic youths by 5.7 percent. Asian and Pacific Islander males aged 15

to 19 also increased by an estimated 2.4 percent. Pulling down the average for the

entire cohort were male whites, who decreased by 8.4 percent. These data are con-

firmed by New York State Department of Education figures showing that total
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Is the New Obsession With Performance

Management Masking the Truth About

Social Programs?

Ann B. Blalock and Burt S. Barnow

Introduction

We have something other than a clandestine purpose in
proposing the question “Is the new obsession with ‘per-
formance management’ masking the truth about social

programs?” On the contrary, we intend to grind a particular axe
openly. Our major theme is that the “performance management
movement” that has swept the post-industrial world in the late
1980s and early 1990s, and has redirected information collection
and analysis toward a focus on social program results (outcomes),
may lead to misinformed judgments of the value of social pro-
grams. This potential problem could result in misguided social
remedies if those designing and directing performance manage-
ment systems, and the users of information flowing from such sys-
tems, are not careful about distinguishing between 1) results that
can be attributed relatively exclusively to the unique interventions
of these programs — that is, to net impacts or cause-effect relation-
ships, and 2) results that are due to a variety of influences both
within and outside these programs, or are occurring simply by
chance.
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If programs are modified or eliminated on the basis of misin-
formation about the true influence of their interventions on out-
comes, we suggest that we are dealing with dysfunctional social
policy. Our recommendation is that competent evaluation research,
or applied social science research, must be coordinated with or inte-
grated within performance management systems if precise, valid,
reliable information about social programs is to be made available
to decisionmakers.

In this chapter we are viewing performance management and
evaluation research as “movements.” In sociological terms, they may
not qualify as movements of the ilk of the civil rights or women’s
movements. However, movements are characterized by the gradual
development and fluorescence of certain patterns of thought and
behavior over time, and both performance management, as a novel di-
rection in strategic planning and management, and evaluation re-

search, as a new direction in applied social research, come close to
qualifying as bona fide movements within the life of public and pri-
vate bureaucracies between the 1960s and the present. This conclu-
sion lends special significance to both phenomena, in terms of the
effects each approach has had on planning, managerial, and re-
search approaches.

Our intention is to define the purpose and benefits of both ap-
proaches, and to review their disparate histories, as a context for
discussing some of the problems we feel need to be addressed, and
cautions considered. We are proposing that as performance man-
agement has grown in importance and use globally, the critical role
of evaluation research has been undervalued. If performance man-
agement is viewed as a substitute for the application of scientific re-
search principles and methods, this reflects a lack of sophistication
about what constitutes valid and reliable information for improving
social policies and programs, and carries the risk of misinforming
those making essential policy and program decisions.

Purpose and Nature of the “Movements”

Both the evaluation research and performance management move-
ments have the general intention of improving the quality and

488

Quicker, Better, Cheaper?

Managing Performance in American Government



results of social programs and the new coordinated state-level hu-
man service systems being developed in the 1990s. However, there
are key differences in the two movements. They arise out of differ-
ent professional disciplines and bureaucratic environments, and
have been shaped by different levels of public acceptance. Perfor-
mance management is a blend of public/private planning and man-
agement concepts — particularly strategic planning ideas — that
apply to governmental and corporate bureaucracies. Evaluation re-
search is an offshoot of basic social science research supporting eco-
nomics, sociology, political science, and social psychology, adapted
in large part to public social policy bureaucracies. Both movements
involve accommodation to bureaucracies in the process of improv-
ing the policy process. Both movements seek to increase govern-
ment accountability. As significant elements in an ideal policy
process, strategic planning and evaluation are integral and equally
important parts. Both yield important benefits and inform one an-
other. But this integration of evaluation and strategic planning con-
cepts has been tentative and often absent in the real world of
policymaking.

We are of the firm belief that a more effective coordination or
integration of performance management and evaluation research
would yield the most useful benefits for social policy development,
program and project design, and ongoing program improvement.

Differences Between Performance

Management and Evaluation Research

Much of the current tension between the two movements seems to
stem from a confusion about each approach’s definition and appro-
priate role in the policy process. Performance measures or indica-
tors are sometimes used to judge program value in place of

evaluations, and evaluation research is sometimes used in place of

performance measures. However, performance management is a
managerial tool; evaluation research is a research tool. The two
movements’ different roots and purposes tend to condition the
types of activities intended to be conducted — monitoring activities
for performance management systems; evaluative activities for re-
search activities.
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Evaluation Research

The ultimate purpose of evaluations is to increase our understand-
ing of key cause and effect relationships in programs. For example,
the authors of a major text on evaluation research, Peter Rossi and
Howard Freeman, define evaluation research as follows:

Evaluation research is the systematic application of social re-

search procedures for assessing the conceptualization, design,

implementation, and utility of social intervention programs. In
other words, evaluation researchers use social research
methodologies to judge and improve the ways in which
human services policies and programs are conducted,
from the earliest stages of defining and designing pro-
grams through their development and implementation
(see Rossi and Freeman 1994).

In this sense, evaluations are conducted to acquire information that
will contribute to the development and improvement of social pro-
grams. They can be classified within three major categories, based
on the questions they seek to answer:

Process Studies. Process or implementation studies answer the
question “What happened?” They are undertaken to determine if the
program being studied was implemented as intended, and to pro-
vide insights about how and why the program may have changed.

Net Impact Studies. Net impact studies address the critical ques-
tion “What difference did the program make?” These studies seek to
determine which program results or outcomes can be attributed exclu-
sively to the program rather than to other influences. Unlike process
studies, which are often primarily qualitative in nature, net impact
studies depend heavily on quantitative information, relying as they do
on experimental research strategies or on nonexperimental ap-
proaches that require statistical adjustments in determining the ef-
fects of a program on one or more outcome variables of interest. It is
important to distinguish net impact studies from studies that simply
tell managers what changes may be occurring in outcomes at partici-
pants’ termination from a program or between the pre-program and
post-program periods (see Heckman in Manski and Garfinkel 1993).
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Cost-Benefit Studies. Determining that a program has a positive
net impact does not mean necessarily that the program is worth con-
tinuing. Cost-benefit analyses go beyond net impact studies to an-
swer the question “Is the program’s positive net impact sufficient to
warrant its costs?” In a cost-benefit analysis, all benefits (positive
net impacts) and costs are monetized, and costs and benefits taking
place in the future are discounted so that a net present value can be
calculated. If the net present value of the program is positive, the
program can be judged worthy of continuation.

Without acquiring net impact and cost-benefit information
about a program, judgments of its programmatic effectiveness (the
extent to which it works as intended) and its cost efficiency cannot
be made with any real validity.

Performance Management

Again it is important to point out that performance management
stems primarily from management theory and practice rather than
from social science research. The federal National Performance Re-
view (NPR 1993) has defined performance management as:

The use of performance measurement information to help set

agreed-upon performance goals, allocate and prioritize re-

sources, inform managers to either confirm or change current

policy or program directions to meet these goals, and report on

the success in meeting those goals.

The NPR states also that performance management is “A pro-
cess of assessing progress toward achieving predetermined goals,
including information on the efficiency with which resources are
transformed into goods and services (outputs), the quality of those
outputs (how well they are delivered to clients and the extent to
which clients are satisfied), outcomes (results of a program activity
compared to its intended purpose), and the effectiveness of govern-
ment operations in terms of their specific contributions to program
objectives.”

In theory, the minimum components for a performance man-
agement system are these: 1) one or more performance measures,
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which describe the characteristics to be used as proxies for perfor-
mance, 2) a performance target, standard, and/or benchmark for
each measure, which provides the minimum level of acceptable per-
formance, and 3) some type of reward or sanction for deviation
from the target, standard, or benchmark.

Performance measures can involve any type of variable of inter-
est to those setting policies for or establishing the system. Measures
can include 1) inputs, such as the number of individuals enrolled in a
program, 2) processes, such as implementation of an educational cur-
riculum, 3) output variables, such as the number of graduates from a
program or the average reading level of participants at completion of
a program, 4) measures of gross change in a variable, such as the gain
in reading scores over the course of a year, and/or 5) measures of net

impact, such as the change in an outcome (result) that is caused exclu-
sively by the program. However, most operating performance man-
agement systems place their primary emphasis on measures of
outputs and on gross change in outcomes.

Rewards and sanctions in a performance management system
can range, on the positive side, from verbal recognition of a pro-
gram’s standing to monetary rewards for staff or the program as a
whole, and, on the negative side, from reduced funding to the loss
of the right to operate the program. For example, the Job Training
Partnership Act (JTPA) training programs include both carrots — in
the form of increased funding with fewer strings attached for good
performance — and sticks — in the form of loss of the right to oper-
ate the program if poor performance continues for two consecutive
years. Interestingly, in its study of “best practices” the NPR con-
cluded that “performance measurement systems should be posi-
tive, not punitive.”

The fact that performance management is used on a continuous
basis while evaluations are typically conducted less frequently has
implications for the kinds of measures used in the two approaches.
Because the data for a performance management system are col-
lected continuously, the cost of data collection is a more important
issue for this system than for evaluations where data are collected
less frequently — although many evaluations make some use of
monitoring data. Therefore, performance management systems
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tend to rely more heavily on easier-to-obtain proxy data than do
evaluations. Also, to provide meaningful feedback, a performance
management system must provide data more rapidly than is the
case for evaluations. Consequently, the former tend to rely on exist-
ing management information systems, administrative data, and
short-term outcomes, compared to the richer data sets and outcome
measures involved in evaluations. For example, while an evaluation
of the JTPA training programs can look at impacts over one, two, or
five years, such a long follow-up period would not be useful in a
performance management system.

It should be pointed out also that while the official expectations
for performance management systems are strenuous, as in the NPR
pronouncements, in practice many such systems fall short of such
ideal-type models, as well as inappropriately expanding the pur-
pose of such systems to an evaluative rather than to a more limited
monitoring role.

History of the “Movements”

Both movements are older than we may think. The Defense Depart-
ment in World War II was the source of a beginning focus on measur-

able objectives with its PMRIS (Performance Measurement, Reporting,
and Improvement System). And it was an American, W. E. Deming,
who conceived “total quality management,” an idea adapted first
by the Japanese and only much later by selected large-scale Ameri-
can corporations. Many propose that the foundation of perfor-
mance management lies in Deming’s work.

“Management by objectives” was a fashionable concept in the
1960s and 1970s. More recently, Osborne and Gaebler pointed out
the failure of the management approach used by most government
agencies and suggested how the government could be “reinvented”
by applying principles such as competition and mission-driven
strategic planning, with an emphasis on customer service and per-
formance management to improve quality and reduce costs (see
Osborne and Gaebler 1992).
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By 1985, budget deficits in the United States and other post-
industrial nations had begun to attract political and media atten-
tion. The flexible parts of budgets, including social entitlements and
programs, became more vulnerable to scrutiny and emasculation.
Determining the public return on taxes spent on social programs
was becoming an entrenched requirement.

Meanwhile, in the United States, the evaluation research move-
ment was flourishing during the decades of the sixties through
eighties, as the computer revolution took hold, as governments now
had the means to collect and analyze large data sets to make judg-
ments about social expenditures, and as taxpayers became more so-
phisticated about what they wanted for their money. Applied social
research came to be viewed as the state-of-the-art strategy for study-
ing the efficiency and effectiveness of social programs and demon-
stration projects — that is, their efficiency in terms of cost, and their
effectiveness in terms of how well they achieved their intended pur-
poses. Evaluation research was distinguished from other approaches
by its greater commitment to the study of critical relationships: those
between 1) implementation policies, practices, and organizational ar-
rangements; 2) program interventions; and 3) program outcomes, net
impacts, and costs versus benefits.

For a while, particularly in the 1980s, it seemed that computer-
ization, budget deficits, new taxpayer demands for public account-
ability, and the utility of competent evaluation research had come
together to produce a new, improved climate for defining and judg-
ing “government accountability.” In the 1980s the Manpower Dem-
onstration Research Corporation undertook a landmark series of
evaluations with U.S. Department of Health and Human Services
funding to evaluate work/welfare programs, using an experimen-
tal design methodology — the least-biased strategy in the evalua-
tion research repertoire for determining the net impact of social
programs (see Friedlander and Burtless 1994).

The U.S. Department of Labor (DOL) mounted rigorous evalu-
ations that studied both program implementation and net impact in
employment and training programs. Subsequent evaluations were
sponsored by U.S. DOL to study homeless and dislocated worker
programs, and various demonstration projects. And in 1994, the
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evaluation research profession developed formal goals and guide-
lines for evaluators, published in The Program Evaluation Standards,
that set stringent research standards but at the same time vastly in-
creased the utility of applied research in the policy process, and its
potential fit within performance management systems (see Sanders
1994).

In other post-industrial nations in the 1980s, evaluation re-
search was only beginning to evolve as a major strategy for judging
the efficiency (in terms of costs) and effectiveness (in terms of goal
achievement) of social expenditures. It was not until the 1990s that
western European nations began giving serious attention to evalua-
tion research and its potential role in improving government ac-
countability. The recent impetus for evaluation has been spurred by
budget deficits and social program decentralization. Evaluation re-
quirements have served as a central government tool for maintain-
ing some level of control over devolved social initiatives. In 1990,
the Organization for Economic Cooperation and Development
(OECD) produced a monograph on developments in evaluation re-
search across its member nations, to assist members in complying
with new evaluation mandates.

In 1994, the European Commission funded panels of research
experts to produce an evaluation guide for judging the value of hu-
man service and economic development programs funded by the
European Union. Recently, professional evaluation research organi-
zations have been formed at the national level in Great Britain and
France. But inspectors general, those responsible for government
budgeting, have remained powerful sources of judgment.

Although some may think of performance management con-
cepts as an American invention, such concepts took hold in New
Zealand far ahead of our own use of them, and the model has
spread to other countries, particularly Australia, Great Britain, Swe-
den, and France (see U.S. General Accounting Office, 1993a). The
primary goal of these managerial reforms has been to increase ac-
countability through more managerial autonomy and flexibility,
and a greater emphasis on the results of government activity rather
than its processes. These privatization-oriented reforms have em-
phasized formal contracts with managers that specify the goals to
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be achieved and define a set of performance standards for determin-
ing goal achievement. New Zealand and the United Kingdom focus
on immediate outcomes rather than longer-term net results. Fre-
quently the models have been linked with budgeting, even though
cost/benefit studies have not been used to support this linkage. Ap-
plied social science only rarely has been an integral part of these ap-
proaches.

A cogent illustration of the consequent stereotyping of the per-
formance management and evaluation research movements into two
separate camps is the 1997 report of the National Academy of Public
Administration on the implementation of the 1993 Government Per-
formance and Results Act (GPRA). Its Panel on Improving Govern-
ment Performance worked with the American Society of Public
Administration and the Office of Management and the Budget (OMB)
on studies of the 20 GPRA demonstration projects. The report (NAPA
1997) quotes two of the prime movers on the panel: “Until recently,
measuring government performance was an academic exercise with
few consequences. The results had little bearing on planning and few
lessons and ‘best practices’ were gleaned for the benefit of others
treading in this new area.” This was a distortion of the contribution
made by evaluation research over the past twenty years in terms of
pinning down the results of programs, the influence of their service
delivery policies and practices, and their “best practices.” And it ex-
aggerated the contribution of performance management to a valid
understanding of program efficiency and effectiveness.

So two distinctly different movements have been evolving in
the post-industrial nations — one developed mainly in academia
and one produced in the crucible of private/public bureaucracies.
As these movements were taking shape, the American accounting
profession developed a new area of specialization in the 1980s, per-

formance auditing, which led budgeting divisions within the federal
agencies to conduct their own “evaluative” studies. This event oc-
curred as the American performance management movement
gained momentum, increasing the influence of inspector general of-
fices vis-á-vis research offices.

In 1982, the Congress passed the Job Training Partnership Act,
which was replaced in August 1998 by the Workforce Investment
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Act. JTPA was the first national program to mandate performance
measures and standards. This legislation seemed to support the
American performance management movement. The legislation
involved the decentralization of funds and authority for employ-
ment and training programs to states, with accompanying ac-
countability requirements. Performance management, with its
emphasis on outcomes, was viewed again as a way for the federal
government to compensate for the devolution of resources and au-
thority to the state level. Performance management was also a re-
sponse to the growing multiplication and fragmentation of the
social program network, a response to a renewed emphasis on co-
ordination and human service coordination, echoing the concerns
of the 1970s.

During the Clinton administration, states were encouraged to
develop human investment councils that would coordinate, moni-
tor, and evaluate an array of related programs. Many states have
done so. The State Job Training Coordinating Council Chairs’ na-
tional organization produced Bring Down the Barriers, which sup-
ported the creation of investment councils. At the same time, the
federal government developed new linkages across agencies with
related programs, and has expected new results-oriented account-
ability internally under the Government Performance and Results
Act of 1993. In October 1997, all federal agencies were required to
submit an annual results-focused strategic plan to OMB detailing
their compliance with this act. Meanwhile, in 1991 the federal Job
Training 2000 Performance Standards subgroup recommended a
core set of measures for employment and training programs. And
the U.S. Department of Health and Human Services produced
Getting Results: A Guide to Government Accountability, which defined
the basic elements of a public accountability system in the perfor-
mance management mode, borrowing from international models
and from home-grown strategic planning concepts. All of these ini-
tiatives increased interest in performance management.

At both the federal and state levels, the performance manage-
ment movement is now taking hold. Performance standards, and
incentive/sanction systems to support their use, are now part of Ti-
tles II, III, and IV of JTPA, the Jobs Corps under the Department of
Labor, and the Food Stamp Employment and Training Program
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under the Department of Agriculture. And their use was mandated
(although never implemented) for the JOBS program under the De-
partment of Health and Human Services. In the early 1990s the
Clinton administration sponsored the Core Data Elements and
Common Definitions project, which developed a common set of
measures that could be used across all employment and training
programs in monitoring their results, in most cases against perfor-
mance standards. In 1994, the National Center for Research in Voca-
tional Education produced Beyond Performance Standards, which
pinpointed which variables in vocational programs were the most
critical to measure in performance standards systems.

Also in 1994, the National Governors Association sponsored
the Performance Management Project, involving a dozen states in a
demonstration of performance management models. Their report
framing this project, Building State Workforce Development Systems

Based on Policy Coordination and Quality Assurance, focused on strate-
gic planning and performance measurement, including a limited
role for evaluation research. The state-level performance manage-
ment systems being created in the 1990s have typically involved the
development of a vision, goals, measurable objectives, performance
measures, desired outcomes utilizing these measures, and some-
times performance standards and longer-term benchmarks involv-
ing such performance measures. Few have emphasized process
issues. Few have incorporated evaluation research.

Problems Related to a Lack of

Integration of Performance

Management with Evaluation Research

Some performance management systems assume inappropriately
that the outcomes measured in these systems are due mainly to the
program being monitored, rather than to other causes which may be
outside the control of program managers. A major risk is that judg-
ments of program value will be made on the basis of these out-
comes, with potential implications for the way programs may be
modified and funded.
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Conceptualization Issues

Social programs are based on theories of change. They hypothesize a
particular relationship between social change agents (social interven-
tions) and the net impacts program designers desire. In proposing
such a relationship, the designers make certain assumptions about
the people, groups, or organizations to be changed, the ability of the
change agents to achieve program goals, and the nature of the envi-
ronment in which the program operates.

To identify problems in implementing programs or systems, or
in the results they are having, several key questions need to be an-
swered in collecting information. Otherwise there is insufficient in-
formation to pinpoint such problems and make valid judgments
about how to resolve them. Continuous program or system im-
provement is, in this sense, highly dependent on information that
goes beyond the collection of measures of outcomes. Focusing as it
does primarily on outcomes, performance management systems
tend to give too little attention to the whole of program theory. Con-
sequently such systems can be deficient in judging how a program’s
implementation and/or interventions have contributed to the out-
comes reported.

Some major questions to be addressed in contributing informa-
tion useful to program, system, or policy improvement are these:

� Is the program or system being implemented as in-
tended?

� Are the interventions actually being delivered the in-
tended ones?

� Are those being exposed to the interventions the ones
intended to be exposed?

� Are the outcomes for those being exposed to the inter-
ventions the results that were intended?

� What are the intermediate, short-term, and longer-term
outcomes of those exposed to the interventions?
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� What outcomes are directly attributable to the imple-
mentation mode and/or the interventions (i.e., what are
the net impacts)?

� What separate influence does the implementation mode
appear to have on outcomes?

� What separate influence do the interventions appear to
have on outcomes?

� What is the trade-off between costs and net impacts?

The use of performance measures and standards is appropriate
for monitoring compliance with governmental regulations regard-
ing a program (the first four questions), or for comparing program
realities against a formal program plan. And they are useful in judg-
ing the level of outcomes achieved for a program or system’s custom-
ers. The benefit is in greater managerial control and general
accountability. But performance management is of far less use in
understanding how the interventions or the implementation pro-
cess may or may not have caused or influenced these outcomes.
Therefore, if bereft of periodic evaluations of implementation and
net impact, performance management systems are not capable of
testing program theory.

However, if performance management is to improve pro-
grams, it must utilize information flowing from a test of program
theory. Outcomes can be caused by factors unrelated to a program’s
proposed relationship between interventions and outcomes — by
the nature of those selected to be served, by the environment of the
program, by the fact that performance standards and incentives ex-
ist, and so on. These potential biases are masked by blind accep-
tance of outcomes as if they represented net impact information. If
performance management data are then tied to budget decisions,
such information can lead to flawed social remedies. For example,
the National Performance Review requires each federal agency to
produce “results-oriented financial statements” based on perfor-
mance agreements using performance measures, linking policy pri-
orities, results, and funding.
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The vocational education community in Washington State, for
example, decided to embrace a form of performance management
in studying the results of vocational education interventions in the
state�s community colleges. Managers selected a small set of out-
come measures with an emphasis on obtaining employment, and
collected employment data from unemployment insurance wage
files. The interventions themselves were not measured, nor were
there any qualitative measures of the way in which vocational edu-
cation was delivered to customers. The characteristics of the cus-
tomers themselves were not well measured. Only outcome data
were systematically collected. Reports implied that these outcomes
could be attributed to vocational education courses, and concluded
that community colleges were highly successful. Later, an inde-
pendent net impact evaluation of state vocational education and job
training programs revealed the complexities of the relationship be-
tween vocational education interventions and employment out-
comes, suggesting that community colleges were only one influence
on the outcomes reported. If legislative budgeting had depended
heavily on these performance management reports, colleges might
have been given increased funding without any valid evidence of
the singular effects of vocational education on employment oppor-
tunities.

The Office of Technology Assessment’s analysis of the use of
educational skills standards as part of performance management
points out that a key problem is the lack of information on the com-
plexity of programs and a reliance on the narrow sets of measures in
performance standards (see Wirt 1995).

Competent evaluation researchers will recommend that those
funding accountability strategies look holistically at all the elements
of program theory: at the organizational aspects of a program, at the
nature of management, at the steps in the service delivery system, at
staffing characteristics, at the nature of the customers eligible to be
served, at the way customers are selected for and assigned to ser-
vice, their experiences in the program, at the mixes and sequences of
services they actually received, and at their outcomes at program
termination and various points beyond termination.
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If funders are alert to the significance of insufficient informa-
tion, they will underwrite comprehensive evaluations that look at pro-
cess and net impact variables to determine which results can be
attributed more exclusively to the program’s interventions. By the
mid-1980s and into the 1990s, the U.S. Department of Labor has
taken this scientific route along with an emphasis on performance
management.

Measurement Issues

Performance management places great emphasis on the develop-
ment of measurable objectives and the identification of quantifiable
outcomes. These are operational expressions of program or system
goals. However, there are a number of measurement issues of con-
cern.

The Emphasis on a Narrow Set of Quantitative Outcome Measures.

Two measurement issues limit the utility of performance management
information: 1) the development of a restricted set of easily quantifi-
able and collected outcome measures, and 2) the lack of operational
definitions and measures for program and system interventions —
measures both of the implementation mode and of the services and/or
subsidies provided. Both issues relate back to the need to give atten-
tion to the whole of program theory in providing accurate, useful in-
formation to those making program and system decisions.

Limiting outcome measures to a small, manageable set, and a
set that can be accessed readily in “management information sys-
tems” associated with programs, may be efficient in terms of initial
cost, but such a set may miss critical variables in explaining what
works and does not work within a program or system. In perfor-
mance management systems involving employment and training
programs, most states have confined their outcome measures to job
placement and wages at program termination and short-term fol-
low-up, without considering intermediate outcomes such as skill
upgrading, short-term outcomes such as job quality, and longer-
term outcomes such as job retention.
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The heavy dependence on limited quantitative indicators also
ignores important qualitative outcomes such as attitude changes or
changes in family life that are highly relevant in securing and main-
taining satisfactory jobs and income. And measures of taxpaying and
job substitution effects frequently are ignored. Evaluation research
can complement the performance management system’s information
repertoire by providing a richer array of outcome measures, as well
as of net impacts and costs versus benefits.

Frequency and Length of Measurement. An additional issue is the
frequency and length of measurement — that is, at what intervals and
over what period of time outcomes are measured in performance man-
agement systems. Typically such systems rely on a few measurement
points over a relatively short period of time, such as at the end of a pro-
gram and several months beyond termination. Evaluation research
studies have suggested that this limitation can produce misleading in-
formation, which a more frequent measurement interval and longer
measurement period could correct. Well-designed longitudinal sur-
veys with multiple measurement points can reduce bias in information
production, but these are rarely an integral part of performance man-
agement.

Validity. The fascination with “indicators” is, of course, not
new. But many indicator data sets are secondary data, meaning that
users have not developed these measures themselves, based on
their own unique information needs, but are utilizing data sets cre-
ated by others. Frequently the data elements in these sets are
adopted without question in management information systems.

“Validity” reflects the extent to which a data element truly rep-
resents a more abstract variable. In the performance systems of
many employment and training programs, “obtained a job follow-
ing program termination” stands for “successful employment out-
come,” even if the job is tenuous, of low quality, and with few
benefits and poor working conditions. For example, recent analyses
of JTPA data indicated that the short-term measures in JTPA perfor-
mance standards were only weakly related to JTPA’s intended goals
of increased employment and earnings. Evaluation researchers
have sometimes been naive about measurement issues as well, but
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the professional commitment to testing the validity of measures has
been much stronger.

In some of the states participating in the National Governors
Association’s project on performance management, certain out-
come measures were taken for granted as representing program or
system goals. This illustrates the tendency to leap from abstractions
to specific measures without first clearly defining the goals,
operationalizing objectives under these goals, and then selecting or
developing specific measures under these objectives. This leap re-
duces the validity of the measures. The problem is compounded by
selecting measures mainly on the basis of their availability in
preexisting information systems. Under cost pressures, this has
been the case in some of the NGA states.

Data Reliability and Consistency. In a Washington State evalua-
tion of vocational education and public employment and training im-
pacts, researchers needed to “clean” data sets and compensate for
“missing data,” a sizable task often encountered in evaluations
where studies utilize data from existing administrative data systems.
A 1994 Office of Technology Assessment project studied numerous
efforts to use administrative data for performance management pur-
poses and identified a number of data reliability problems. The
Northeast/Midwest Institute, the National Commission for Em-
ployment Policy, and Mathematica Policy Research all found prob-
lems with the data collected in management information systems.
Yet most states� performance management systems rely exclusively
on administrative data.

Also, most states developing statewide human service councils or
boards have not integrated the plethora of data systems supporting the
programs under these umbrella bureaucracies. The Departments of
Labor and Education engaged in unprecedented collaboration in the
1990s to develop a core set of operational definitions and measures for
programs under their jurisdiction. (See U.S. Department of Labor
1996.) But states are only beginning to adopt such core sets. Perfor-
mance management systems that lack crosswalks from one data set
to another, or lack a single automated system for all related pro-
grams, must use genuine caution in interpreting the program out-
comes collected.

504

Quicker, Better, Cheaper?

Managing Performance in American Government



The Advisory Panel of the National Academy of Public Admin-
istration has, itself, recommended that richer, more valid, more reli-
able, and more timely measures be used in performance
management systems. This is an area in which evaluation research
can play an important complementary role (see National Academy
1997).

Various types of performance measures have utility under some
circumstances. We have no concern about their use in monitoring the
performance of government programs. Our concern is related to the
interpretations that are sometimes made of this information. While
interpretations of inputs, processes, and improvements from previ-
ous years are not likely to be confused with net impacts, there is a
danger that information on the level of an outcome variable, or on the
change in outcomes between the pre-program and post-program pe-
riod may be confused with net impacts.

Methodological Issues

Again, the major methodological problem in most performance
management systems is the tendency to attribute the outcomes col-
lected in these systems to social programs or entire human invest-
ment systems — that is, to assume that these programs or systems are

responsible for the outcomes collected. They certainly may be, but with-
out conducting a net impact evaluation (and a parallel study of the
recruitment, selection, and assignment processes in programs, if a
nonexperimental research design is used), there is no way to know
whether these outcomes are the program’s own product. Therefore
it is extremely risky to base management and/or funding decisions
on outcomes alone. Furthermore, managers relying exclusively on
outcome information do not benefit from cost-benefit information,
which is dependent on measuring net impacts. Unfortunately,
many performance managers and stakeholders make the assump-
tion that outcomes are, in fact, net impacts, and measure program
costs only. Evaluation research therefore serves as an essential
check on judgments based only on outcomes and adds information
about the trade-off between costs and benefits.
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For example, the performance management system for the U.S.
Department of Labor’s training programs was developed in the late
1970s when the assistant secretary for policy, evaluation, and re-
search was an economist, so the performance management system
for JTPA uses proxy measures for net program impacts as its perfor-
mance measures. Performance by local programs is measured by
using management information system data to estimate the rela-
tionship between post-program employment and earnings and in-
dividual and local area characteristics. Regression analysis is used
to estimate this relationship, with performance measured by the de-
viation of the predicted level of the outcome variable from the ac-
tual level. There are two potential problems with such a system. The
lack of a control group means that at best the performance manage-
ment system can measure only the relative performance of local
programs. The lack of a control group makes it impossible to deter-
mine the net impact of the program. In addition, a limited number
of proxy variables are available to control for differences across lo-
cal areas, making it likely that the performance measures are weak
proxies for net impact. One of the authors of this paper, working
with data from the JTPA experimental evaluation, demonstrated, in
fact, that net impact and performance were only weakly correlated.

None of the points made above are meant to reflect negatively
on performance measures if they are properly used. Because a per-
formance management system must provide data quickly and inex-
pensively, it is not necessary that the interpretation of the data be as
accurate, or the assessment of the data hold true for as long a fol-
low-up period, as is the case for an impact evaluation. Clearly, peri-
odic net impact evaluations, process studies, and cost-benefit
analyses are needed to determine the program’s net impact and effi-
cacy, even though a simpler system can be used for making assess-
ments of day-to-day progress.

Performance Standards

Performance measurement typically involves the development of
performance targets, standards, and benchmarks that utilize the limited
set of quantitative measures collected in the management informa-
tion systems of performance management systems. These targets,
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standards, and benchmarks have become a key element in perfor-
mance management systems. The purpose of performance standards
is to increase compliance with the intent of programs, and some stud-
ies have suggested this is indeed their benefit.

Going a step further, in federal programs such as JTPA, mone-
tary incentive/sanction systems support compliance with the stan-
dards selected. However, where the achievement or surpassing of
standards is rewarded with an increase in funding or poor perfor-
mance is punished through greater oversight on the part of the
funder, the fear has been that performance standards can act as a
potentially negative influence on programs, such as redirecting
them away from their intent.

A series of studies of the influence of JTPA performance stan-
dards and incentives on managerial decisions were conducted in
the 1990s, based on data collected in the National JTPA Experiment,
an experimental net impact evaluation of JTPA. These studies sug-
gested that in some instances performance standards had a strong
influence on program managers and staffs in moving programs
away from their intent, and that the short-term measures used in
setting standards were only weakly, and often negatively, related to
longer-term employment and earnings effects — that is, to the origi-
nal goals of the program. Program managers were making client
placement, enrollment, and termination decisions consistent with
the need to meet or exceed standards, rather than on the needs of eli-
gible clients.

A National Governors Association report on the use of skills
standards suggested that setting absolute standards of expected
performance had given standards the power to direct behavior, but
often in the wrong direction due to the tendency to use outcomes as
the basis for possibly misleading “go-no go” decisions. A 1988 SRI
International study of JTPA concluded that performance standards
had decreased services to the “hard to serve.” A Stanford PhD dis-
sertation suggested that JTPA areas receiving the greatest incentive
payments had enrolled a disproportionate number of clients with
substantial work experience. And some JTPA programs were resist-
ing the enrollment of their expected share of welfare clients in order
to meet performance standards. A Manpower Demonstration
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Research Corporation study in the 1990s suggested that the out-
comes collected in welfare-to-work programs were only weakly
correlated with program goals, and sometimes undercut such goals.
A 1991 GAO report suggested that JTPA performance standards
and the incentive/sanction system associated with them were re-
sulting in serious inequities, reducing the access of women and mi-
norities to the program, and reducing clients’ access to appropriate
training options.

Some experts maintain that the risks are most pronounced
where gross outcomes are used as a basis for budgeting decisions.
The increased power of the accounting profession, in the form of in-
spector general offices, has been a new concern. The 1990 report of
the Government Accounting Standards Board is a case in point (see
Hatry and Fountain 1990). The report moves inspectors general into
“performance auditing,” which emphasizes quick turnaround re-
views of outcomes, which are then linked to budget decisions. Au-
ditors performing these reviews tend not to be trained in evaluation
research principles and methods, or to be sufficiently concerned
about the risk of reporting faulty judgments of programs based on
the assumption that they have “caused” the outcomes collected. For
example, audits of JTPA have conflicted with information from rig-
orous evaluations. Where the potential exists for a reduction in
funding or the elimination of a program, the results of evaluations
need to be a key contribution to decisionmaking.

Improving Performance

Management Systems

Clearly there are major benefits to a system that provides a more
logical framework for establishing public accountability in the so-
cial policy arena. The strategic planning principles and practices
that are central to performance management have spawned a new
view of how managers must proceed within a commitment to con-
tinuously maintain quality, respond more effectively to customers,
and improve programs. The General Accounting Office’s judgment
is that performance management has increased significantly the
federal government’s efficiency and effectiveness. Also, perfor-
mance management systems have set a norm for developing
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improved automated information systems for providing evidence
of accountability. However, problems remain to be addressed in all
performance management systems, in the United States and else-
where.
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Strategies for Better

Performance Management

The following suggestions can increase the capability of per-
formance management systems to provide both ongoing
monitoring information and information on program effi-
ciency and effectiveness:

Conceptualization

� Include within a performance management sys-
tem both qualitative and quantitative measures
describing all the key variables involved in the
theory of a program: its participants; its organiza-
tional structure and functions; its service delivery
system; its treatments (services) for participants;
its gross outcomes for participants; its overall effi-
ciency and effectiveness (its net impact, if feasible,
and its costs in the context of that impact — that is,
its cost/benefit trade-off).

� Utilize evaluation research as a complement to
ongoing information collection within the strate-
gic planning emphasis in performance manage-
ment.

The emphasis in performance management is not only

on results but on continuous information production.

Evaluation research is frequently viewed only as a peri-

odic activity. In standard studies of implementation

and/or net impact, frequently this is true. However,
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scientifically designed longitudinal surveys provide

continuous information. And process, net impact, and

cost/benefit evaluations can be conducted at regular in-

tervals, as an integral part of information production. In

this sense, evaluation research can be perceived as a tool

for increasing the ability of performance management

systems to inform public policy through the production

of more valid and reliable (less-biased) information about

program efficiency and effectiveness.

� Provide training on basic research principles and
methods to performance management staff, to re-
duce information bias and to prevent drawing
unwarranted inferences from gross outcome in-
formation.

Measurement

� Encourage evaluation researchers to familiarize
themselves more thoroughly with the theory on
which a program is based, in order to develop
more useful measures of the variables of interest.

� Develop a common core set of qualitative and
quantitative measures that are valid in represent-
ing key aspects of related programs: measures of
program implementation, outcomes, longer-term
impact, and costs vs. benefits.

� Involve evaluation researchers, customers, and
stakeholders in the development of a comprehen-
sive set of process, outcome, impact, and cost-
benefit measures surrounding the core set.

� Move from a simple, timely, easily quantifiable
set of rough proxies for program intent to more
sophisticated, accurate, and complex approxima-
tions of means and goals.
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� Develop management information systems capable
of collecting, storing, extracting, analyzing, and re-
porting a broad array of program information on
individual customers, as well as important informa-
tion about the organizational aspects of programs.

� Collect measures reliably and monitor their ongo-
ing utility and quality.

� Build in incentives for managers to actually use
the information available to them.

� At the same time, avoid reinforcing the develop-
ment of “performance information bureaucracies.”

Methodology

� Mesh evaluation research with performance man-
agement to reduce the use of biased and mislead-
ing information in making judgments of the value
of programs, to gain a better knowledge of the
critical relationship between program interven-
tions and goal achievement, and to acquire infor-
mation about the trade-off between program
costs and program impact (benefits).

� Bring researchers into the strategic planning pro-
cess throughout, as collaborators in an interdisci-
plinary team, so that this process is infused with
competent advice about the kind of evaluations
that will be most feasible and useful to decision
makers, and at what decision points.

Performance Standards

� Base the development of standards on a compre-
hensive set of measures describing program partici-
pants, service treatments, participant outcomes,
and net program impact.
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� Develop standards only after a broad range of rel-
evant program information has been collected
over a reasonable length of time, so that analysts
can determine which measures are the most valid,
reliable, and useful for incorporation in stan-
dards.

� Utilize panels of experts to develop outcome mea-
sures that can be used initially as targets or
benchmarks, rather than as goals circumscribed
by incentives and sanctions.

� Develop incentive/sanction systems only very
gradually, drawing insights from the operation of
a program, the use of standards, and the results of
evaluations, being aware of the potential negative
impact of incentive/sanction systems on deci-
sions affecting a program’s direction. Large in-
centives to exceed performance standards raise
issues of feasibility and fairness.

� Make available to funders and stakeholders infor-
mation that will help explain the meaning and
significance of the gross outcomes collected in
performance management systems and from pro-
gram evaluations.

� Ensure that adjustments to performance stan-
dards are fair and create the right incentives. Ad-
justments can be used to encourage equity as well
as to correct for different environments—but de-
termining the appropriate adjustments can be dif-
ficult.

� Adjust standards to take account of differences in
the environment, and in the characteristics of par-
ticipants.



As a monitoring tool for program managers, performance
management can provide important short-term turnaround infor-
mation for tracking progress against stated goals, focusing on out-
come measures. As a research tool, evaluation research can provide
the broad range of information needed to make relatively unbiased
judgments of program or system efficiency and effectiveness. Each
approach has the benefit of increasing the accountability of pro-
grams and human service systems to their customers and stake-
holders, and enhance policymakers’ ability to make choices among
a range of program options.

Used as complementary tools, both “movements” can offer
vastly more valid and reliable information to decision makers, and
more accurately guide improvements in programs. Performance
management contributes information for strategic planning, moni-
toring, and operational efficiency. Evaluation research contributes
information about the causal processes involved in programs, and
provides a check on the validity of shorter-term performance strate-
gies. Evaluations can be used in selecting performance measures
and developing strategic plans, and the strategic planning process
can help agencies determine the outcomes against which programs
should be evaluated. The U.S. General Accounting Office has rec-
ommended this kind of collaboration, suggesting that evaluations
constitute one of the six broad components of agency strategic plans
(see U.S. GAO 1997d).

Consequently we recommend that the major direction for the
future is to coordinate evaluation research with performance man-
agement systems more fully, moving toward full integration of
evaluations within performance management. Such integration will
require that performance management systems treat evaluators not
as aliens from outer space, who land only periodically to study and
give advice, but as part of an interdisciplinary team. It will require
that evaluators become more sensitized to managers’ needs to have
ongoing information for tracking outcomes, and to express the ben-
efits of their professional roots with greater humility.
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18

Pitfalls in Designing and
Implementing Performance

Management Systems

Dall W. Forsythe

D
uring the second half of the 1990s, the federal government
worked its way through a long, slow, and still incomplete
implementation of a governmentwide performance man-

agement system, as mandated by the Government Performance and
Results Act of 1993 (GPRA). As Richard Nathan’s introduction to
this volume makes clear, reasonable people can still disagree about
whether performance management in the federal government is a
glass half full or half empty. Optimists believe that GPRA will help
improve management in Washington, make the federal govern-
ment more accountable, and improve resource allocation decisions.
Pessimists worry that incoming officials will succumb to the temp-
tation to pick another three or four letters of the alphabet and start
all over again, or that GPRA will end up another in a long list of
costly and failed reform initiatives, adding to the federal paperwork
burden as did earlier reforms like Performance Planning Budgeting
Systems (PPBS), Management by Objective (MBO), and Zero-Based
Budgeting (ZBB).

Drawing on the case studies and analytic chapters in the rest of
this book, this essay summarizes findings from earlier experience at
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all levels of government with performance management, and uses
those findings to look ahead to the problems GPRA will face in its
next phase of implementation. Along the continuum from optimism
to skepticism, I sit uncomfortably in the middle. On the one hand, I
see performance management (PM) systems as valuable tools for
managers and overseers of public agencies. Skeptics often under-
state the benefits of performance measures linked to strategic plans,
and overstate the difficulties of obtaining useful information from
PM systems. On the other hand, there are limits to the value of per-
formance data, and many difficulties associated with designing and
implementing PM systems. Advocates sometimes commit what
Schick calls “the great mistake of the performance measurement in-
dustry” — assuming that “an organization can be transformed by
measuring its performance” (chapter 3 in this volume). The limits of
performance management are especially evident in performance
budgeting, which has not transformed governmental budgeting as
its most optimistic proponents expected. This chapter focuses more
carefully those problems and discusses some successful strategies
for overcoming them, so managers and overseers have a better
chance to reap the benefits of performance management systems.

A “performance management system” is an interrelated set of
performance plans and performance indicators and or measures.
Strategic plans or other multi-year business plans are key ingredi-
ents of all performance management systems. Without such plans, a
government may boast of a set of performance indicators, but does
not have a performance management system. Some PM systems
provide incentives for high performance or sanctions for shortfalls
in results. Some are also linked to budgetary decision processes
through one or another variant of what is usually called perfor-
mance budgeting. In chapter 2, Hatry provides a more extensive in-
troduction to the vocabulary of performance measurement and
management.

Any of these elements may be the source of design and imple-
mentation problems. Confusion about the goals or audiences of per-
formance information, inattention to measurement challenges, and
poor choices of incentives are all sources of difficulties for PM sys-
tems. Special problems arise when trying to manage the perfor-
mance of agents outside the direct control of an agency, including
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independent contractors and other levels of government. Opposi-
tion within the bureaucracy can derail PM systems during imple-
mentation, and additional difficulties arise when a government
tries to use performance data to allocate resources. Finally, perfor-
mance management systems sometimes clash with the political
needs of elected officials. I discuss each of these problem areas in
turn. At the end of the chapter, I return to GPRA to examine the pit-
falls and possibilities it faces during the next stages of its implemen-
tation.

Designing Performance Management
Systems to Fulfill Multiple Goals

Performance management systems seek improvement in three pri-
mary areas:1

� Accountability: Data on government performance can
help elected officials as well as citizens and the media
judge whether government is performing adequately.

� Management improvement: While “performance mea-
surement does not, in itself, produce performance,”
(Ingraham and Moynihan, chapter 12), PM systems can
provide strategic focus, useful metrics, and goals and
incentives to help government agencies manage better.

� Decisionmaking: Information about the performance of
government agencies and programs can be used in bud-
get deliberations and other decisionmaking processes.

Disputes about the proper design of performance management
systems often reflect confusion about the relative priority of these
three goals. High-level, top-down systems designed for account-
ability may not link easily to actual agency operations, and may not
provide data useful for managers of those operational units. For ex-
ample, the Oregon Benchmarks system was originally designed to
help citizens and government officials gauge the progress of the
state on broad social goals such as reducing poverty and improving
air quality. But Oregon’s top-down social indicators (or “end out-
come measures,” to use the performance management term) were
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so sweeping that they were distant from the day-to-day activities of
most government managers. Thus, the benchmarks have proved to
be of limited value in encouraging management improvement.2

Alternatively, bottom-up systems producing data for
day-to-day management may not yield information of much value
for accountability and oversight. For example, the City of New York
has produced a semi-annual Mayor’s Management Report for 25
years. Some of the data in that report are useful for tracking
real-time agency performance, but provide little information that is
useful to the public, the mayor, or the City Council. For example, the
Sanitation Commissioner may care about simple output measures
such as the number of mechanical broom routes scheduled and the
percentage of those routes completed. But for accountability pur-
poses, the Mayor’s Office of Operations also publishes trained ob-
servers’ survey data on street cleanliness — a much better measure
of at least one of the outcomes the public wants.3

Additional PM design issues arise if a goal is improved budget-
ary decisionmaking. While agency managers require data about all
the activities in their departments, budget offices and the chief exec-
utives whom they serve need fewer indicators, focused on strategi-
cally important activities in each agency. To be employed in budget
making, performance data must be available for the same organiza-
tional units as used in budget accounts, and must be delivered on a
schedule that meshes with the calendar for preparing the budget.
The critical work of budget preparation takes place part way
through the fiscal year, but performance management systems may
produce data at the end of a fiscal year. Budget officials may also
want efficiency or productivity measures based on cost-accounting
data that can be expensive and difficult for agencies to collect. The
budget office and the chief executive, together with the legislature,
may also want performance data about similar programs delivered
by agencies in different departments. Data on activities that spill
over agency lines — called crosscutting programs in the parlance of
federal performance management — have been painfully hard to
produce.

Although the chief executive and the legislature may agree on
the need for data on crosscutting programs, divergent legislative
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and executive goals for performance management data can imperil
PM systems. In 1981, as part of legislation requiring New York State
to use generally accepted accounting principles (GAAP) in its bud-
geting and financial reporting, the legislature also authorized a per-
formance measurement system called the Key Item Reporting
System (KIRS). The executive branch, led by the Division of the
Budget, complained bitterly. Opponents argued that that KIRS indi-
cators measured performance in marginal programs of special in-
terest to the legislature, and that those data were not suitable for
comprehensive oversight or decisionmaking, much less manage-
ment improvement. In spite of the statutory basis of KIRS, executive
branch compliance was grudging and spotty. After the executive
branch was criticized in the press for poor compliance, Governor
Cuomo argued that the statute was a failure and eventually won its
repeal.

Overall, without careful attention to each goal, managers can
easily make mistakes as they design useful performance indicators
and PM systems. In chapter 14, Robert Bradley and Geraldo Flowers
show how officials in Florida designed Performance-Based Pro-
gram Budgeting (PB2) with an eye toward different goals and the
needs of different audiences, and thereby reduced the risk that
Florida’s PM system would malfunction.

Measurement Challenges

A recurring theme in the debate over performance management
concerns the usefulness of measures of end outcomes. Legislators
and other overseers often argue that the executive’s preferred per-
formance indicators are too narrow, and push for broader outcome
measures. Agency managers and their bosses respond that output
measures are more useful for tracking and evaluating their work,
and for improving agency management. In Washington, this is a
regular theme in GAO assessments of agency performance plans
and reports.

Agency managers are uncomfortable about being accountable
for broad outcomes, arguing that their work may have only limited
impact on them. For instance, prominent among the 90 Oregon
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Benchmarks are infant mortality and teen-age pregnancy rates. Suc-
cess or failure in meeting those targets depends on many factors, in-
cluding federal policy and programs, the economy, demographics,
and community values. However, the legislature and public may
find information about end outcomes more valuable than data on
workloads, such as the report from the Adult and Family Services
Division that the Oregon Health Plan Branch handled 252,000 appli-
cations and reapplications during the last biennium.

Experienced designers of performance management systems
conclude that governments should use a combination of input, out-
put and outcome measures to track key programs (Hatry, 1999).
Support for that approach can be found in recent work to develop
“balanced scorecards” for corporations. These include not just fi-
nancial data but also information on customer needs, internal busi-
ness processes and procedures, and personnel skill levels and
technology systems. Proponents of balanced scorecards also try to
complement outcome data, which are retrospective, with for-
ward-looking indicators and milestones tracking progress toward
performance improvements (Kaplan and Norton, 1996).

Designers of effective performance reports in state and local
governments also include explanatory data, highlighting the im-
pact on agency performance of forces beyond the direct control of
agency managers. For example, reports from the ICMA-Urban In-
stitute consortium of local governments include not only perfor-
mance information about crime rates but also data on poverty and
housing conditions — two factors that show statistically significant
relationships to crime rates (Urban Institute and International
City/County Management Association, 1998).

Debate over whether to use output or outcome data may reflect
differences in interests as well as perspectives. In monitoring activi-
ties of the U.S. Forest Service, for example, the lumber industry and
its allies focus on traditional output measures such as board feet of
timber harvested and associated revenue. Environmentalists, in
contrast, downplay timber-cutting goals and are trying to develop
broader indicators of ecosystem health to assess the agency’s suc-
cess or failure.
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Another source of dispute can occur when designers of PM sys-
tems require a comprehensive set of measures tracking every pro-
gram in every agency, as Congress did with GPRA. This drive to
comprehensiveness conflicts with the need of CEOs and top agency
managers to focus on smaller numbers of performance targets for
programs with strategic importance. Typically, these would include
key presidential or gubernatorial initiatives, programs of particular
interest to key legislators, and those programs with special budget-
ary or implementation risks. Behn takes the argument for a smaller
subset of strategic measures to its logical extreme by making the
case for the “value of a single, simple goal” for an agency or pro-
gram (1991, pp. 79-80).

These tensions are more apparent than real. In Chapter 3,
Schick reminds us that while it may make sense to establish many
performance indicators, performance targets should be few in num-
ber. Indeed, he argues, “Targeting everything is equivalent to tar-
geting nothing.” A narrower subset of key strategic indicators —
called an Executive Information System (EIS) — can be easily drawn
from comprehensive data, presented in an accessible format, and re-
vised as chief executives change. Meanwhile, the full set of data is
still useful for monitoring agency operations and providing early
warning of problems in agencies or programs.

We can imagine a hierarchy of performance measures, with
many tracking outputs available to agency managers, and a smaller
number more focused on outcomes provided to agency heads and
budget examiners. Of these, an even narrower subset would be
made available to the chief executive, the legislature, and the gen-
eral public.

Frequency of reporting is another issue of some technical im-
portance but little policy relevance. Agency managers need data fre-
quently to fine-tune operations. In chapter 16, Smith and Bratton
show how top managers convene monthly to use the New York City
Police Department’s COMPSTAT — a high-stakes performance
management technique — to review precinct performance. Budget
offices and top executive branch staff, in contrast, may be satisfied
with quarterly data, and legislatures and the public with annual in-
dicators. In fact, it may be impractical or too costly to obtain end
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outcome data, such as student test scores on standardized tests,
more frequently than once a year.

After lengthy efforts to develop timely and verifiable measures
that link to their strategic plans, the designers and users of perfor-
mance management systems alike may forget that those data may
not support in-depth analysis of program performance. If pro-
grams’ strategic goals are primarily operational — getting checks to
Social Security recipients on time, for example — performance indi-
cators may suffice. But as Blalock and Barnow argue in chapter 17,
full-fledged evaluation studies will still be needed to analyze pro-
grams with more far-reaching goals. Such costly and time-consum-
ing studies are still the gold standard for understanding the net
impacts and limitations of complex programs.

Overseers concerned with tracking crosscutting programs ad-
ministered by more than one agency may find it difficult to create a
common set of indicators for reviewing and managing perfor-
mance, as those programs are likely to have different goals. GAO
has focused considerable attention on this question in its reports on
federal strategic plans and performance reports, but each program
cluster presents unique problems.

Another measurement problem involves what Fossett, Gais,
and Thompson call in chapter 9 “dissonant spillover,” which occurs
when operating agencies are expected to pursue potentially con-
flicting objectives, but are held accountable for only a subset of
those objectives. Agency managers may produce good performance
on the closely watched activities, but not on others. As Schick points
out in chapter 3: “[T]argets skew behavior by emphasizing some
aims and leaving out others.”

As Boyer and Lawrence show in chapter 8, state welfare ad-
ministrators showed positive results under welfare reform by cut-
ting welfare rolls and increasing work participation rates. “Ending
welfare as we know it” was not supposed to reduce access to health
insurance and food stamps — important elements in what re-
mained of the social safety net. Yet, as Fossett and his colleagues
document in chapter 9, eligible families and individuals have lost
these benefits. Indeed, increasing participation in the Child Health
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Insurance Program (CHIP) was one of President Clinton’s priori-
ties. However, eligibility for Medicaid, CHIP, and food stamps was
determined by the same agencies responsible for reducing welfare
rolls, and those bureaucrats apparently found it difficult to pursue
conflicting objectives. The Clinton administration responded with
informal performance management initiatives designed to boost
participation rates for health insurance and food stamps, but partic-
ipation rates continued to fall. The lesson for designers of perfor-
mance management systems is that performance on the full range of
important goals should be measured and rewarded, given potential
conflicts among related objectives.

Designing Effective Incentives

Designers of performance management systems often find them-
selves on the horns of a dilemma. On the one hand, PM systems are
much less robust if they are not backed up by incentives for
high-performing individuals or organizations. On the other hand,
powerful incentives in response to poorly conceived or imperfectly
measured performance indicators can produce unexpected and
even counterproductive behavior. As Marschke puts it in chapter 4,
“Bureaucrats do respond to financially backed performance incen-
tives, but that bureaucratic response is often dysfunctional.” For ex-
ample, the Job Training Partnership Act (JTPA) awarded additional
funds to its contractors for high performance. However, the contrac-
tors sometimes responded to those incentives by signing up clients
who were more likely to get jobs and keep their organizational
scorecards high and ignoring clients who were more needy and
more difficult to place (Barnow, 2000).

Organizational incentives in some PM systems include waivers
of rules and regulations governing purchasing, hiring, salaries, and
reallocation of funds across budget categories (Willoughby and
Melkers, chapter 13, Table 3). Other incentives include allowing an
agency to roll over some or all of its budget surplus, access to special
pools of funding, and public recognition. Robert Bradley’s discus-
sion of performance budgeting in Florida shows that disincentives
— in the form of additional reports and reinstatement of controls —
may also be part of a PM scheme (chapter 13).
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Marschke relies on principal-agent analysis to show that de-
signers of incentive systems must be cautious when the principal
(the governor, for example) decides to use indicators that are not
completely under the control of the agent (the agency manager).
This “noise” in the indicators diminishes the value of the incentives
for controlling the agent’s behavior (chapter 4).

Most government agencies find it even more difficult to design
effective incentives for individual managers and front-line workers,
especially in programs where outcomes and even output are hard to
measure. In such programs, Marschke points out, “performance in-
centives should be used sparingly or not at all.” Questions may arise
about the contribution of the specific worker to the outcome in ques-
tion, and whether the baseline condition is measured carefully
enough so workers get credit for “value added,” not just for high
performance. These issues arise even when incentives entail awards
and recognition, but they are debated more hotly when the reward
is additional pay for performance. A case in point is merit pay for
teachers.

An alternative approach provides performance pay for all
workers in an organizational unit — a school, for instance. Propo-
nents of this design argue that paying bonuses to everyone rein-
forces teamwork. But it still makes little sense to provide
incentives for workers who operate under narrow bureaucratic
rules and procedures and have little room for discretion. Accord-
ing to Marschke, “The general principle here is that incentives
should be placed on agents who are able to respond to them.”
What’s more, in most jobs, workers perform several tasks, and fail-
ure to provide incentives to some of those tasks may lead to their
neglect. For example, teachers and schools that are rewarded
solely on the basis of reading and math test scores may neglect arts
education or student counseling. Overall, practitioners must re-
member that high-stakes incentives for organizations and individ-
uals can distort as well as improve performance, and that
performance pay for individuals is especially difficult to design
and implement successfully.
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Managing the Performance
of Independent Agents

While government faces many difficulties in measuring and man-
aging the programs it operates directly, those problems multiply
when applying performance management to contractors and local
governments. Indeed, programs are often contracted out or de-
volved precisely because a government is less certain of its goals or
how to achieve them. A recent example is the Department of
Housing and Urban Development’s Empowerment Zone and En-
terprise Community (EZ) Initiative. As David Wright points out in
chapter 10, the EZ program was “inherently complex, overlapping,
and subject to macro-level social and economic forces beyond local
control.” Without a clear sense of goals, HUD had trouble even de-
fining a process for goal-setting in each community, and those prob-
lems were compounded as the agency tried to measure progress
and establish sanctions when cities and local organizations fell short
of their objectives.

Beryl Radin argues in chapter 11 that Congress and the federal
bureaucracy are pursuing conflicting objectives in applying PM to
the intergovernmental arena.

On the one hand, they are attempting to hold third parties ac-

countable for the use of federal monies; on the other hand, they

are constrained by the political and legal realities that provide

significant discretion and leeway to the third parties for the use

of those federal dollars. In many ways, the performance move-

ment in federal agencies collides with strategies of devolution

and a diminished federal role. What is most interesting about

this situation is that few of the individuals in the policymaking

world (particularly in the Congress) are aware that they are set-

ting up incompatible strategies.

She makes the case that governmentwide approaches such as
GPRA that require measures and targets for direct federal programs
simply will not work in the intergovernmental arena. She holds that a
careful strategy, based on such tools as performance partnerships, in-
centives, negotiated performance measures, legislated performance
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goals, voluntary standards, and waivers, can sometimes bridge the
gap between devolution and accountability.

Implementation Challenges

In the absence of support from top management, a makeshift coali-
tion of nervous agency heads, the staff of legislative appropriations
committees, cynical budget examiners, and lower-level and less vis-
ible agency managers may undermine implementation of PM sys-
tems. These actors may wonder why it is necessary to go to the
trouble of providing the public and potential political and bureau-
cratic opponents with performance information for use as ammuni-
tion against them. The political staff of chief executives may be
sympathetic to such concerns, and join the anti-measurement coali-
tion. Less frequently, implementation of PM systems can be halted
when a new elected chief executive takes office and reflexively dis-
cards the initiatives of his or her predecessors.

A statute mandating performance management may give
firmer footing to implementation than an executive order. Analysts
who have studied the implementation of GPRA agree that its stand-
ing in permanent law helped it outlive predecessors such as PPBS,
MBO, and ZBB, which were based on executive orders (Posner
1997). Similarly, Bradley (chapter 14) points out that disputes be-
tween the governor and legislature in Florida might have derailed
implementation of that state’s PB2 initiative had it not been enacted
into law.

However, while embedding the design of a performance man-
agement system in statute encourages all parties to work through
transitory disputes, it will not guarantee successful implementation
of a system that is poorly designed or lacks fundamental support by
key players. In 1981, when the New York State legislature added the
Key Item Reporting System (KIRS) to a broader fiscal reform bill,
the governor and his budget office saw the initiative as a legislative
power-grab, designed without significant input from the executive.
The budget office complained about the legislature’s choice of agen-
cies, programs, and indicators for monitoring, and simply refused
to take the statute seriously. Nearly ten years after its enactment, as
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New York State suffered through its worst economic downturn
since the 1930s, the executive branch stopped providing the re-
quired data. After a brief dust-up in the press over this noncompli-
ance, the governor persuaded the legislature to repeal the KIRS
requirement. Twenty years after the initial enactment of KIRS, New
York is one of only three states that make no claim to do perfor-
mance budgeting.4

Statutory creation of a PM system was presumably less threat-
ening at the federal level in Washington, D.C., and at the state level
in Tallahassee, two jurisdictions where strong legislatures were al-
ready a fact of life. Florida’s PB2 and the federal GPRA share several
common traits. Both provided for slow and cautious implementa-
tion, phasing in agency participation over several years. Both al-
lowed for relief from some regulations and controls as incentives,
although this provision has gone essentially unused in Washington.
Both are generally deemed limited successes.

In implementing GPRA, Congress and the General Accounting
Office reviewed the strategic plans of agencies in detail, and con-
gressional leaders even developed a short-lived grading system for
them. GAO’s careful and sustained analysis encouraged strategic
and performance plans that were comprehensive, well grounded in
agency activities, and accompanied by performance indicators that
provided overseers and the public a good understanding of results
in key programs (Forsythe, 2000). Similarly the PB2 effort in Florida
benefited from consistent and careful follow-up by the Office of
Program Policy Analysis and Governmental Accountability, a legis-
lative office created to oversee the new performance management
initiative.5

Where to lodge responsibility within in the executive branch
for PM staff work is an open question. In New York City, a special-
ized management office collects and publishes the Mayor’s Man-
agement Report (MMR), a twice-yearly two-volume compendium
of performance targets and indicators. While academics and others
have demonstrated shortcomings in the MMR (see Smith, 1993 for
one such critique), the Office of Operations does use it to monitor
agency operations, and the City Council and the media rely on it for
performance information about key agencies and programs.
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In Albany and in Washington, the executive branch assigned
responsibility for implementation of KIRS and GPRA to the Divi-
sion of the Budget and the Office of Management and Budget. For
those budget shops, performance management was clearly a lower
priority than preparing and executing the budget, and implementa-
tion of performance management systems suffered. In Florida,
however, the Governor’s Office of Planning and Budgeting, with
strong leadership from the state budget director, played a central
role in implementing the PB2 system.

These examples show that where strong support from chief
budget officers does not exist, it makes sense to lodge executive
branch responsibility for performance management in a
stand-alone management office. This location may help keep per-
formance management systems alive during economic downturns,
when managing the fiscal effects of business cycles tends to over-
shadow any other activities in budget offices.

In New York City, the long history of the MMR also illustrates a
tension between maintaining a consistent set of indicators to allow
comparisons over time, and tinkering with indicators to improve
them. In the published material that accompanies the release of
MMR data every six months, the Office of Operations does note
when indicators are changed or dropped. Whatever the technical
value of these changes, critics complain that their true purpose is to
hide data that might have been of value to mayoral opponents. Ac-
countability therefore suffers when technicians or politicians tinker
with long-standing series of performance data.

Powerful PCs and inexpensive but robust database programs
have made the collection and display of performance data much
easier. However, the relative ease with which these data can be
stored and analyzed does not mean that those data will be “timely,
complete, accurate, useful or consistent” (GAO, 1999, p. 7). Man-
agers and overseers of PM systems need to provide specific and
credible information about how they will verify and validate per-
formance data if they want overseers and the public to believe them.
The series of reports by GAO on federal performance indicators
provides a useful tutorial.6
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The Special Problems
of Performance Budgeting

Those who yearn for performance budgeting seem to share a recur-
ring fantasy: that the availability of performance data will suddenly
simplify the process of allocating funds, automatically providing
additional funding to high-performing programs while cutting
funds from poor performers. However, as Willoughby and Melkers
point out in chapter 13, performance budgeting has not produced
this kind of change, although it has stimulated some efforts at for-
mula budgeting to allocate funds between similar organizational
units. The leading example is in higher education, where 17 states
allocate some of their funds to institutions of higher education ac-
cording to formulae. In general, those formulae reward success in
reaching specific targets, such as graduation rates. They are used to
allocate relatively limited amounts of dollars, with upper limits of
about 6 percent of funding, although South Carolina did briefly ex-
periment with allocating all of its higher education funds by perfor-
mance formula (Burke, chapter 15). Higher education’s experience
seems to show that formula allocations may have some limited
value in distributing funds among competing institutions within a
single program area.

In general, however, performance data have not made it easier
to answer V. O. Key’s famous question, “On what basis shall it be
decided to allocate x dollars to activity A instead of activity B?”
(Key, 1940). In battles between programs for funds, advocates of ac-
tivity A are likely to use poor performance reports as a rationale for
additional funding (“we can’t fix the public schools without more
money”) while supporters of activity B argue greater investment in
successful programs (“WIC works; let’s expand its funding and
reach”). State officials who have implemented performance budget-
ing told researchers that performance information has not radically
changed the character of budgetary decisionmaking, and that from
the beginning they “expected budget reform to inform budget deci-
sions rather than dramatically change them” (Willoughby and
Melkers, chapter 13).
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Whether or not their governments have adopted performance
budgeting formally, most examiners in high-performing budget of-
fices do use performance data to help them understand their pro-
grams and their operational problems. They also use both output
and outcome data, sometimes informally and sometimes formally,
to analyze budget needs. Because they already collect performance
data on an ad hoc basis, many budget officers see no special need to
build large data systems to collect performance measures, and have
little interest in allowing legislators and the public systematic access
to all information. Meanwhile, less capable budget examiners may
focus on financial data and ignore performance information, fearing
that it will saddle them with responsibility for agency performance
as well as agency spending.

In chapter 6, Virginia Thomas speaks for many legislative ad-
vocates for a smaller government when she argues that perfor-
mance data can be a critical tool in budget cutting. In theory,
legislators may like the idea of responding automatically with bud-
get cuts when agencies cannot meet performance targets. In prac-
tice, however, they respond differently when performance data are
used to challenge their pet program or spending in their district.
When Ingraham and Moynihan looked at managing for results in
the states, they found that legislators interpreted performance
shortfalls as indicators of inadequate resources in agencies, and re-
sponded by increasing funding or reorganizing programs to ad-
dress a social problem (chapter 12). In sum, in the legislative arena,
poor performance is more likely to lead to funding increases than
cuts.

Performance budgeting schemes also create organizational
tensions between appropriators, who allocate funds, and substan-
tive committees with programmatic expertise. For this reason, legis-
lators and staff on appropriations subcommittees often resist the
implied shift in power as substantive committees seek a wider role
in performance budgeting (Bradley, 2000). These realities confirm
the expectation, based on survey information from state officials,
that performance measurement’s greatest impact is likely to be dur-
ing executive branch budget development, not legislative budget
review and adoption (Willoughby and Melkers, chapter 13).
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Two technical issues also arise when implementing perfor-
mance budgeting. First, the account structures of budgets — the
frameworks within which budget data are reported — have been
developed over many years to meet the needs of legislators and
chief executives concerned about budgeting for specific programs,
not about performance reporting. In many agencies, the program
accounts displayed for budgeting purposes are not the organiza-
tional units with responsibility for delivering specific results.
Meshing performance information with budget data may involve
substantial realignment of existing budget accounts — a step that
budget office and legislators and their staff often resist. Sometimes
the problem can be solved by the use of crosswalks — tables recon-
ciling old and new account structures. But creating those cross-
walks may require considerable additional work by agency and
budget office staff.

A second problem is that many agencies lack the kind of
cost-accounting data that businesses collect as a matter of course.
Without those data, however, analysis of unit costs for outputs and
outcomes must remain crude and oversimplified, and the use of
unit cost data in budgeting will be limited. Schick concludes that
governments need to invest the time and money required to build
the cost accounting infrastructure:

Performance budgeting failed half a century ago for many rea-

sons, but one of the most prominent facts was the inadequacy of

government cost-accounting and allocation systems. The lack of

data on the costs of particular services made it exceeding difficult

to link resources and results….Fifty years later, cost accounting

is still underdeveloped in the public sector….[F]ew govern-

ments allocate budget resources among cost centers, or distin-

guish between fixed and variable or average and marginal costs.

These cost measures are essential for successfully implementing

performance budgeting (chapter 3).

The Politics of Performance Management

As suggested above, chief executives and their staff sometimes
worry — not without reason — that collecting and publishing
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performance information will provide ammunition to political op-
ponents and legislative critics. However, performance data can also
provide early warning of failures in agency management. With ade-
quate notice, chief executives can solve some of those problems be-
fore they grow into crises, sending management teams in to fix
troubled agencies, and reprimanding or replacing failing agency
heads. Even the modest warning time provided by publication of
performance data can be enough to elicit a pledge of effective re-
sponse. When the press reported on shortfalls in several key perfor-
mance measures in a Mayor’s Management Report, Rudolph
Giuliani’s promise of quick action dominated the coverage, not the
failure to meet his management goals.7

Forceful governors and mayors should be able to use perfor-
mance management systems to their advantage by monitoring key
initiatives more systematically. Successful implementation of a per-
formance management system also provides evidence of a chief ex-
ecutive’s skills as a manager and deflects criticism from
management watchdogs like the Government Performance Project,
headquartered at Syracuse University’s Maxwell School (Ingraham
and Moynihan, 12).

Less dramatically, the publication of performance data can
sharpen differences over programs and their goals that were
blurred when debate focused on funding instead of results. Adding
performance goals and data to the budget debate may make timely
agreement on the compromises required to get budgets adopted
more difficult. In Florida, for example, discussion of performance
funding formulae for community colleges provoked a sharp debate
over goals for those schools in particular and higher education in
general. These disagreements may be useful in principle but are
painful in practice.

Next Steps in Implementing GPRA
8

Since the passage of the Government Performance and Results Act
in 1993, executive branch agencies in the federal government have
been working their way through many of the problems state and lo-
cal governments faced as they implemented PM systems. Although
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varied across agencies, the impact of the Results Act has generally
been positive. Like states and local governments, the federal gov-
ernment has seen greater success in developing and using perfor-
mance measures and targets for services that agencies deliver
directly, and where government action is the primary factor in
achieving expected outcomes. Among federal agencies that meet
those criteria, several have produced serious plans and thoughtful
performance measures. A smaller number of program areas have
documented real improvements in performance.9 In chapter 7,
Broadnax and Conway describe management improvements in the
Social Security Administration, an agency with clear responsibility
for the delivery of checks and related eligibility activities.

As governor of Texas, George W. Bush worked with a perfor-
mance management system that is in many ways better developed
than GPRA. His MBA-trained management style seems to mesh
well with performance management, and as president he has said
that he expects to set targets for his executives and hold them ac-
countable. Thus, the GPRA apparatus could be a useful tool for the
new president as he establishes his goals and measures progress to-
ward achieving them.

Over the next few years, however, the federal government
must steer carefully around pitfalls to realize its goals of improved
accountability, better management, and more informed decision
making. The government faces particularly daunting problems in
measuring and managing performance in federally funded pro-
grams implemented at the state or local level or by independent
contractors.

Fostering Accountability

The Results Act requires the federal government to compile de-
tailed performance data, program by program, for each agency.
Some interest groups may welcome systematic data tracking the
programs of importance to them. Others may find those data threat-
ening. But in either case, interest groups, agency personnel, and
congressional staff members responsible for individual programs
are likely to pay close attention to performance. As annual
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performance reports provide more and more complete data and
GAO helps digest and display those data, Congress will begin to
use this timely information in its oversight activities. On the agency
side, many program managers hope that regular reports required
by GPRA will obviate the need for other special reports to Congress,
especially those that require extraordinary detail on spending and
activities. This trade-off — more flexibility in agency reporting and
controls in return for high performance by agency managers — has
been a valuable incentive in states like Florida where performance
management systems are taking root.

From the perspective of the public at large, GPRA performance
reports are a jumble of raw data. So far, little effort has been devoted
to making those data understandable and meaningful. Given the
volume of the performance reports, some staff units somewhere in
the federal government will have to provide the public with a sub-
set of those data and some sense of their strategic significance. This
need could, in fact, present the new administration with an oppor-
tunity to design its own report cards, selecting those programs most
important to the president. Such report cards could also provide
management focus for White House staff and cabinet officials. The
problem, of course, will be to keep these new summaries from
themselves growing so large as to be unwieldy.

Another challenge for accountability will be measuring results
in crosscutting programs, sometimes in different cabinet agencies,
that pursue related goals and serve the same or similar constituen-
cies. For example, Congress has asked planners in the Forest Ser-
vice, the Bureau of Land Management, and the National Park
Service to develop common performance indicators for federal
land-management agencies. While progress has been slow, cross-
cutting programs could become a focus of OMB’s mandated gov-
ernmentwide performance plan — an annual GPRA report that has
drawn little attention to date.

Improving Agency Management

Echoing the rhetoric of the GPRA statute, many program oversight
officials, especially but not only in GAO, have pushed hard for
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agencies to use broad outcome measures to track performance. For
example, the Forest Service has adopted ecosystem health — an end
outcome — as a strategic goal. It has not, however, developed useful
baseline measures of the health of its forest systems. In the field, for-
esters continue the work they have always done — cutting timber,
putting out fires, maintaining roads, and assisting visitors, to name
a few activities that are easily measured with output data. But
front-line personnel find it difficult to see how those activities affect
the strategically desirable but ill-defined outcome of ecosystem
health.

Agency managers are the troops in any battle to improve re-
sults, and they are understandably concerned about being held ac-
countable for outcomes that are so broad that they can be controlled
only partially, if at all, by agency actions. To maintain linkages be-
tween their work and strategic goals, agency planners and over-
sight officials at the GAO and OMB are trying to devise detailed
logic models that trace the relationships between higher-level out-
comes and day-to-day output and process indicators. Performance
plans and reports also need to include explanatory data describing
other factors — in the case of the Forest Service, for example,
weather and the economy — that affect performance.

To build the capacity of its agencies to improve performance,
the federal government also needs to invest money and manage-
ment talent in the development of new computer systems, in
auditable financial statements for key agencies and other financial
management initiatives, in human resource systems, and in the
management of its capital assets. While such initiatives do not pro-
duce “results” in the programmatic sense, they build the “govern-
ment’s intrinsic ability to marshal, develop, direct, and control its
human, physical, and information capital, to support the discharge
of its policy directions,” according to Ingraham and Moynihan
(chapter 12). In Schick’s words, “Organizations must be trans-
formed to make use of data on results” (chapter 3). An important
part of that transformation involves investment in management
systems, which lay the groundwork for future improvements.
Agency performance reports should track the progress of these ini-
tiatives.
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For the first GPRA performance reports in 2000, OMB and the
agencies were focused primarily on displaying baseline data. With
those reports now available annually, overseers and top managers
should concentrate on setting performance targets that agencies
must reach to achieve them, but not so high as to discourage effort.
“Reach targets” are especially important in programs areas where
funding is growing. In a fresh look at the value of incrementalism in
performance management, Schick suggests that governments es-
tablish their own “services baseline” and negotiate performance tar-
gets as projected changes from that baseline (chapter 3).

To reinforce the importance of meeting performance objec-
tives, the federal government also needs to develop a wider variety
of incentives for high-performing individuals and departments. As
detailed above, government faces many problems in designing in-
centives, but it is important to keep trying. Such incentives might
range from higher levels of pay for performance to organizational
incentives, such as flexibility and access to agency-generated sur-
pluses for one-time spending needs.

Measurement myopia also looms as a threat to the 1993 Results
Act. In New York City, where performance management and mea-
surement has been operational for more than twenty-five years, the
Mayor’s Management Report has lost its value as a cutting-edge
tool and become for many participants a routine technical exercise.
Effective management innovation, such as the New York Police De-
partment’s COMPSTAT system, detailed by Smith and Bratton in
chapter 16, occurs outside of the MMR framework. New York City
has tackled important technical issues, validating performance data
and developing reliable historical series for baseline comparisons,
and those areas still need work at the federal level. However, the
New York City experience shows how easy it is for technical con-
cerns over baselines and data to displace the operational goals of
performance management systems, bogging down keepers of the
systems in shortsighted disputes over measurement. Similarly, in
Texas, another jurisdiction where a performance management sys-
tem has been in place long enough to become mature, one program
director complained that performance measures can “become the
focus rather than an indicator of progress or circumstances” (Wil-
loughby and Melkers, chapter 13). As GPRA ages, federal managers
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will need to balance the technical concerns entailed in maintaining
and improving the GPRA system itself with more fundamental
goals of improving federal programs and services.

Improving Budgetary Decisionmaking

Beyond providing feedback on agency performance, GPRA propo-
nents hope that performance data will be used for budgeting in the
executive branch, and for resource allocation in Congress. How-
ever, this hope will be difficult to realize, based on experience with
performance budgeting at other levels of government.

Budgeting for Results in the Executive Branch

The GPRA legislation calls for OMB to institute performance bud-
geting pilots, using performance data linked to budgeted resources
in a limited number of program areas. OMB has been slow to imple-
ment this provision. This caution is neither surprising nor unwar-
ranted. Careful students of performance budgeting in the states —
held up as models to the federal government — have found that
“state government applications of performance-based budgeting
systems are complicated, incomplete and still evolving; each system
is different, and implementation strategies and successes are var-
ied” (Willoughby and Melkers, chapter 13). Moreover, even though
all but three states report that they use performance budgeting,
more pointed inquiries reveal that their use of performance data for
budgeting is actually quite limited. Researchers at the Government
Performance Project found that “…in only four states—Missouri,
Texas, Louisiana, and Virginia—are performance measures used
extensively by the budget office (with 19 budget offices reporting
some use)” (Ingraham and Moynihan, chapter 12).

Implementation at the federal level will be even more difficult.
Federal programs are less likely to provide direct services and more
likely to use independent agents — contractors or state and local
governments — to deliver services. These characteristics signifi-
cantly increase the problems with performance management and
budgeting. OMB has made progress revising budget account
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structures so they link to performance measures, but more work
needs to be done in the agencies on cost accounting before it will be
possible to develop reliable data on the cost of federal services. This
is a high priority of GAO Controller David Walker.

Attitudinal changes are also necessary before OMB embraces
performance budgeting. OMB budget examiners know their pro-
gram areas well. They already use performance data to track key
programs, and we should not be surprised if they see little advan-
tage in collecting additional data and making them publicly avail-
able. While GAO pushes for more use of outcome measures, budget
examiners overseeing direct federal programs may agree with
Schick that data on activities and outputs are most useful in budget-
ing. Indeed, Schick contends in chapter 3 that the emphasis on mea-
suring outcomes has undermined progress in performance
budgeting:

[I]n allocating resources, activities are an indispensable yard-

stick for decisions. I sense that if measurers had emphasized ac-

tivities, performance budgeting would be more advanced than it

is. There would less wrangling over definitions and more atten-

tion to allocations.

However, some OMB staff who oversee complex social pro-
grams know that measures of outputs and/or even outcomes can-
not by themselves provide clear answers to more complex questions
of program impacts. The point made in chapter 17 by Blalock and
Barnow is essential and inescapable: for all but the simplest federal
social programs, costly and time-consuming evaluation research
will still be needed to determine the program’s net impact, and pol-
icymakers and the budget officers who serve them will need that
kind of information to determine whether program benefits equal
or exceed their costs.

OMB is also the federal agency with the most painful memories
of failed budget systems in the past, such as PPBS, MBO, and ZBB.10

While each of these initiatives had some value, they created huge
paperwork burdens, produced data of limited use for presidential
and congressional decisionmaking, and did not last.
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President Bush’s experience with performance budgeting in
Texas has undoubtedly taught him that performance data are no
substitute for political preferences in allocating funds among pro-
gram areas. But in his first budget message he has promised wider
use of performance budgeting pilots. If Bush sustains his interest,
OMB’s pride in being responsive to the president will outweigh its
haunting memories of budget systems past, and the agency will
speed up its progress on performance budgeting. And OMB will re-
spond with real enthusiasm if the new president actually uses per-
formance data in making his own budget choices.

Even with enthusiastic support from the president and new re-
sponsiveness from OMB, performance budgeting is not likely to
transform executive branch budgeting. State experience shows that
performance measures have not been vital decision aids, and state
budget officers are still lukewarm about their value, although the
vast majority of state respondents agree that moving ahead with
performance budgeting is “better than doing nothing” (Willoughby
and Melkers, chapter 13). At the federal level, systematic use of per-
formance data will help examiners focus on results at the same time
they consider resources, and will make it easier to communicate to
the public and to Congress the rationale for executive branch bud-
get decisions.

Performance Budgeting and Oversight in Congress

Experience in the states does not inspire confidence in the willing-
ness or ability of legislatures to use performance data effectively.
Willoughby and Melkers conclude that legislators and their staff
find performance data much less useful than does the executive
branch, and that these data have had very little impact on actual ap-
propriations levels. As outlined earlier, the states have primarily
used formula budgeting — or performance funding, as Burke pre-
fers to call it — in higher education, and the funds dispensed by for-
mula have been quite limited. According to Ingraham and
Moynihan, “In responding to the GPP, states explain that perfor-
mance measures are often viewed with skepticism by state officials,
and unlikely to be used unless performance information coincides
with dominant constituent interests” (chapter 12).
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In Washington, the legislative agenda is much busier than in
state capitols. Congress often is unable to come to timely agreement
on budget bills, and professional staff are understandably con-
cerned about further burdening the budget process. Staff members
also worry that changing familiar account structures to clarify links
to performance data will disrupt negotiating routines of legislators
and interest groups. They also know that clarifying objectives some-
times can sharpen conflict instead of reducing it. In sum, Congres-
sional staff members say that they fear that making decisions about
performance in conjunction with spending will delay and overbur-
den the budget process.

On the other hand, members of Congress can reasonably ex-
pect higher levels of performance when allocating additional funds
to programs, and performance targets can and should be used selec-
tively to highlight areas where programs are being expanded or
contracted, or where major quality-improvement initiatives are un-
der way. The use of performance data for basic oversight may
spread, beginning with new or priority programs and expanding
into other areas.

If the use of performance data takes hold in Congress, members
and their staff should — and certainly will — resist asking too much
from performance data when reviewing complex programs. By def-
inition, performance measures are relatively simple, collected fre-
quently, and comparatively inexpensive to produce. To make more
definitive judgments about the long-term impact of complex initia-
tives, Congress will still need additional data from evaluation re-
search.

Members of Congress are likely to use performance data in
key program areas to focus and inform bargaining and negotia-
tion, not to determine funding levels. With state experience rein-
forcing the concerns of congressional staff, GPRA proponents
should be neither surprised nor discouraged if Congress fails to
move quickly to make extensive use of performance data in its
budgeting routines.
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Performance Management
in the Intergovernmental Arena

Success stories in implementing GPRA stem from federal agencies
that deliver services directly. However, in many important domes-
tic program areas, ranging from education and welfare to highways
and urban development, the federal government provides the
funds but states and local governments deliver the services. Much
less progress has occurred in measuring and managing perfor-
mance in these areas.

In the past, a decision not to require strict and detailed account-
ability has often allowed Congress to reach agreement in intergov-
ernmental programs. Sometimes that decision took the form of
allowing freedom to experiment at the state and local level — in the
legislation implementing welfare reform, for example. Sometimes
— in education, for example — such an approach has reflected the
relatively small share of federal funding in the program area. When
the federal government doesn’t really pay the piper, it is hard to see
how it can call the tune. Sometimes the decision not to try to mea-
sure and manage program performance may signify a realistic judg-
ment about the problems likely to be encountered in collecting data
from systems and agents not under the federal government’s direct
control. The chapters on welfare reform by Boyer and Lawrence and
by Fossett, Gais, and Thompson highlight these difficulties.

Other intergovernmental programs have encountered similar
problems. In chapter 10, David Wright sums up his analysis of
HUD’s efforts, initiated with some enthusiasm, to manage perfor-
mance in the Empowerment Zone program:

Taken as a whole, this review of benchmarking in the Zone pro-

gram serves as something of a cautionary tale. The story helps il-

lustrate how difficult it can be to implement seemingly

straightforward performance measurement systems for actually

quite complex, multi-level community development interven-

tions; how important it is to try; and how such efforts in the fu-

ture may be can be improved.
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When federal funds are cut back, the government has often
consolidated categorical programs into block grants, which allow
states and localities greater discretion in the use of federal funds.
However, by definition, block grants create “problems balancing
the flexibility of the block grant (allowing states and localities to
meet their particular needs) with a desire for greater accountability
for the use of those funds” (Radin, chapter 11). Incentives for high
performance have sometimes exacerbated disagreements about a
program’s intended objectives. For example, the TANF bonus pro-
gram for states has drawn fire from critics of welfare reform, who
argue that:

…the criteria that have been established [to track reductions in

the welfare rolls and increases in work participation] do not mea-

sure the real goal of TANF — the well-being of children. They

call for the establishment of performance measures that highlight

child welfare, child care, Head Start, and other non-cash pro-

grams, rather than focus only on the employment behavior of

adults.

As suggested earlier, a full array of performance indicators in
broad social programs such as TANF can help avoid the problem of
dissonant spillover — success in some goals, such as reduction of
the welfare rolls, accompanied by failure in others, such as boosting
participation in the Child Health Insurance Program.

In short, the use of performance data in oversight of intergov-
ernmental programs has proven problematic, and intergovernmen-
tal PM initiatives have seen limited success. As Fossett and his
colleagues put it in chapter 9:

Intergovernmental arrangements complicate virtually all as-

pects of performance management — agreement on key goals,

the development of indicators, the timely collection of pertinent

and timely performance data, the implementation of an incentive

system (e.g., rewards for strong performers), and more.

Nonetheless, the growing emphasis on results in directly oper-
ated federal programs has increased pressures to develop workable
performance measures and targets in intergovernmental programs.
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The problems outlined above will take center stage in debates re-
garding many new programs, beginning with President Bush’s ed-
ucational initiatives.

As the federal government reduced its staffing during the
Clinton administration, it increased its reliance on independent
contractors to deliver federal services. As Marschke’s analysis of the
Job Training Partnership Act (chapter 4) makes clear, it can be pain-
fully difficult to devise measures that create incentives for inde-
pendent contractors to improve performance without creating
unwanted behavior. Like welfare agencies, contractors may find a
way to meet one goal — job placements, for JTPA — at the expense
of other goals, such as serving the most needy job searchers. How-
ever, the decision to contract out a program often reflects the hope
that contractors will develop new approaches to solve old prob-
lems. This hope argues in favor of giving leeway to contractors and
against the level of performance oversight that might be employed
with directly provided services. Given the difficulties, federal offi-
cials sometimes settle for minimal performance data and
easy-to-reach goals.

Pitfalls and Possibilities for GPRA

The overall aim of this volume is to strike a balance between the
positive views of performance management advocates, who believe
that GPRA will bring deep-seated changes to the federal govern-
ment, and the negative views of skeptics, who see it as another in a
long line of failed federal budgetary and management reforms. If
pushed off the fence, I would stand uneasily with the optimists, be-
lieving that GPRA will lead to improved accountability and man-
agement in many federal programs, and that systematic use of
performance data in budget offices can produce a more disciplined
focus on results in allocating resources.

However, I also believe that the federal government will have
to work hard to get full value from the GPRA initiative, and that vic-
tory is not assured. No governmentwide strategy for performance
management will magically solve the difficult problems of monitor-
ing the results of federally funded programs administered by state
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and local governments and by private contractors. Indeed, poorly
designed performance measures and incentives can heighten dis-
agreement about intergovernmental programs. Radin’s conclusion
about intergovernmental programs — that performance measures
and approaches need to be carefully tailored for each situation —
holds true as well for programs where governments provide com-
plex services directly. For complex social programs, as Blalock and
Barnow warn, even the best designed performance measures can-
not answer questions about net program impacts.

For many, the use of performance data to transform budgeting
is a touchstone for success of the GPRA effort. Schick is pessimistic,
based on prior federal effort, concluding that “efforts to budget on
the basis of performance almost always fail” (chapter 3). While most
of the state budget officials surveyed by Willoughby and Melkers
thought that the use of performance data in budgeting was “better
than doing nothing,” they did not report significant changes in bud-
geting methods or outcomes based on performance data. Still, my
own experience in working with state and local budget offices sug-
gests that they can integrate performance data into decisionmaking
without much disruption, and that systematic use of data on activi-
ties and outcomes can bring additional discipline and focus on re-
sults to the budgeting process.

If we cannot expect executive branch use of performance data
in budgeting to bring major transformations, extensive use by Con-
gress of performance data for budgeting is even less likely. If the
state experience provides lessons for the federal government, we
should expect to see more impact from GPRA in improving man-
agement and accountability, and less in transforming budgeting
practices and outcomes.

As GPRA implementation proceeds, its proponents must still
overcome technical problems, especially those concerning the va-
lidity and reliability of data. They must also strive to measure out-
comes without losing the connection to GPRA’s important
management objectives. But if GPRA proponents can steer around
these pitfalls, they can continue to refine a tool that can help the fed-
eral government achieve several notable goals — helping decision
makers consider results while they think about dollars, improving
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agency management, and helping elected officials and the public
understand what the federal government does and how well it does
it. Performance management may not bring revolutionary change
in the federal government, but it should yield a reasonable return on
the investment in money and time required to implement it.
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