Sustaining Performance Measurement

Government auditors should take an activist role if performance measurement is to survive
By Suzanne Flynn
In the 1990’s citizens and government became increasingly interested in improving accountability and measuring the results of tax dollars spent.  Two national initiatives attempted to make performance reporting routine: the Federal Government Performance and Results Act of 1993, directed at federal agencies, and the Government Accounting Standards Board (GASB)’s Concepts Statement #2 in 1994, directed at all levels of government.  Since then, the Government Finance Officers Association and the Association of Government Accountants have advocated for the use of performance measurement and attempted to standardize its use in budget documents and the annual reporting of service efforts and accomplishments.
Multnomah County was one of the first local jurisdictions studied by the GASB
 on the effects of using performance measures for budgeting, management, and reporting.  Considered a national leader, the County had implemented: 
· Program budgeting

· Reporting of performance measures in the budget

· Strategic goals

· Linkages between services, expenditures, and performance measures across departments to the goals

· An accountability system that included measurement at the program, department, and organizational level

Recently, and within the span of a few months, the use of performance measurement in Multnomah County changed dramatically.  Contrary to recommended budgetary practice, the County’s budget document no longer communicates long-term goals and departmental visions, nor annually tracks performance measures.  Although seemingly a simple format change, it is in fact symptomatic of a change in County leadership, management style, and budget priorities.

The only report left that routinely tracks anything more than spending and staffing trends is the Service Efforts and Accomplishments (SEA) report issued by the auditor’s office.  Separate from the budgetary process and designed as a citizen report, SEA measures are not always adequate for management purposes.  This article reflects on the Multnomah County experience in an effort to provide learning and direction for future initiatives by auditors to keep data-based decision making alive.

Long history of performance measurement
The development of performance measurement in Multnomah County was one of gradual maturation over the course of 25 years.  The GASB study
 determined that the beginnings of a managing-for-results orientation could be attributed to a 1976 report that established a service framework and included productivity measures and units of output.  In the mid-80’s the County completed a strategic plan.  It also developed an operational plan to link the two that included program objectives, proposals for additional programs, and targets to be achieved in the following three years.

In 1990 the Board of County Commissioners approved an evaluation policy and implemented a focus on outcome evaluation. Soon after, another new policy established program budgeting.  Departments were required to identify program goals, measurement standards for achieving the goals, and progress made towards achieving the goals in the budget document.  From then until performance measurement efforts ceased, about 400 measures were reported each budget cycle.

Performance measurement made its strongest advances in the early 1990’s under the leadership of a newly elected chair, who by charter has legislative and administrative responsibilities.  Building upon work completed at the state and regional level in establishing goals called the Oregon Benchmarks and the Portland Multnomah Benchmarks, the board adopted 12 of these benchmarks as “urgent.”  In 1996 the board formally adopted three long-term benchmarks and five “breakthrough” benchmarks as goals.  Long term benchmarks were defined as societal conditions that the county had limited ability to affect.  The breakthrough benchmarks were intermediary goals more closely related to county services.  With the adoption of this framework, performance measurement was linked to measuring progress towards the broader organizational goals of reducing the number of children in poverty, increasing school completion, and reducing crime.

Signs of weakness were apparent
What happened to extinguish performance measurement in a county that had become rich with data?  Based upon the premise that utilization is not a singular event but a process, de Lancer Julnes and Holzer note that two sets of factors affect the adoption and successful implementation of performance measures in public organizations.
  These two sets of factors — one from a rational/technocratic framework and the other from a political/cultural perspective — describe the technology needed to implement measurement and the political climate that allows it to happen.

Rereading the GASB study, it is evident that warning signs were already present in 1999.  Reviewers observed that it was not clear whether decisions at the department or board level were really driven by the use of performance measures.
  While some departments had bought into measurement use, not all were engaged at the same level.  Further, several individuals within the organization both at the leadership and staff level were questioning the value of the effort.

The findings of de Lancer Julnes and Holzer suggest that the mix of factors needed for successful adoption of a performance measurement policy is different from those needed to sustain implementation.
  The keys to policy adoption are the technological factors of dedicated resources, trained and informed staff, consensus on goals and strategies, and an internally driven requirement.  The one political or cultural factor important to adoption is a strong motivated internal group that will take on the task of promoting performance measurement.  If top management is not committed to the effort, the policy is not likely to be adopted.

In Multnomah County all the key components needed for successful adoption were present.  The initial board resolution created an internal requirement for performance measurement.  Soon after, the managing-for-results initiative created a strong group of internal stakeholders.  In the first year of implementation, the budget office and auditor’s office provided training to all key staff.  Evaluation and analytical resources were committed at the centralized and departmental levels.  Further, the board had arrived at goal consensus. The County’s goals were formalized in a policy resolution based on input from all elected officials and department directors.   

External support critical to sustain implementation
Setting policy is only a first step. Successful implementation, which determines whether the policy will survive, requires a different set of factors.
   Whereas resources and information continue to be important in successful implementation, in the political/cultural arena it is the support of external interest groups that drives success.  Successful implementation depends on continued support of elected officials and the public.

Accountability and performance measurement come at a price.  If these are equated with “administration” and political leaders do not see their value, implementation will suffer.  Resources used to report on results and hold the jurisdiction accountable compete with the resources needed for direct services such as library and jail staffing, health clinics, and alcohol counseling.  If the importance of dedicating resources to maintain accountability is not fully understood, it will be viewed as unneeded administrative overhead.
The County effort was not as strong during implementation.  Only one-half of the County's eight departments dedicated staff to collecting and reporting data.  A centralized evaluation unit focused more on research and linking measures to the larger goals than they did on collecting and improving measurement data.  The centralized budget office was more focused on budget analysis and planning rather than maintaining a system of performance measurement.

Having the technical knowledge of how to design and implement a performance measurement system is also essential.  In the County’s case, key department management and staff were trained when program budgeting was first implemented.  However, this training was never repeated or offered routinely as part of the County’s training curriculum. While budget staff were expected to assist departments in developing and maintaining the quality of performance measurement, the GASB reviewers found little evidence that this was consistently occurring.  Although the auditor’s office established a procedure to evaluate and report on the quality of performance measures during an audit, only one auditor followed this procedure, and only for three audits.

Weak implementation efforts could not survive changes in political leadership
Without external support, it proved impossible to overcome these internal implementation weaknesses.  A rapid change in leadership, the resulting loss in the continuity of support, and a worsening budget picture quickly ended this effort.

The governing body of the County is a board of five commissioners.  The chair of the board is elected from the county at large while the other commissioners are elected geographically.  The board has legislative responsibilities.  The chair executes the policies of the board and has administrative responsibilities in addition to legislative.  Leadership in the County is also shared with two other elected positions, the district attorney and the sheriff.

For over ten years at least three commissioners in any time period had a historical perspective of what the county had accomplished and a commitment to a shared vision, realistically ensuring a 3-2 vote.  Two changes occurred at the end of this period of continuity: the make-up of the board shifted, and the County was significantly affected by the downturn in the economy.  The first eroded goal consensus, and without goal consensus, the second event effectively made obsolete the use of performance measures.  Without agreement on the role of collecting and examining data or a collective vision on the County’s direction, measures could not compete for scarce resources against the service delivery system.

Role expansion increases effectiveness in sustaining measurement efforts
The role of the auditor is one of maintaining accountability, not policy making.  However, the decision to adopt or not adopt a policy of measuring government operations is closely related to ensuring accountability.  Management experts suggest that almost every effort to use rationality and logic to improve the quality of policy making seems to eventually lose favor.  It is at those times the auditor must provide leadership.  Although auditors must be careful not to perform management functions, the auditor should look for opportunities to create and strengthen structures that can survive the ups and downs of change.
Based upon research sponsored by the Sloan Foundation and the Institute of Internal Auditors
, Steve Morgan, City Auditor for Austin, Texas found five roles were used by auditors in government performance measurement.  They are:

· Auditing performance and performance measurement systems

· Assessing the quality of performance information or performance reports

· Developing performance measures or measuring performance outside the audit process

· Planning, designing, improving, or advocating for performance management systems and their use

· External reporting, capacity building, or advocacy for the use of performance information

In Multnomah County the auditor’s role is established by County Charter.  The auditor is required to conduct performance audits on all county operations.  The auditor may also conduct studies intended to measure or improve the performance of county efforts.  Based on this definition each of the above roles is potentially possible.

By selectively using different roles, factors essential to the success of measurement implementation efforts will be strengthened.  Some factors, such as assigning resources or coming to goal consensus, cannot be impacted by an auditor’s efforts.  However, others such as an informed and trained staff, an internally motivated sponsor, and external support can be.

In 1999, the auditor’s office studied the feasibility of implementing Service Efforts and Accomplishments reporting.  Initially, the office was concerned that producing an SEA report would be redundant in a jurisdiction which already had information that collectively was comparable to an SEA.  However, the office determined that there was a gap in the area of reporting to citizens and chose to fill this gap.

In retrospect, this one decision to initiate SEA reporting was fortuitous.  Once the County had discontinued its measurement efforts, this report helped to preserve some internal organizational capacity to collect and report data.  By implementing this report, the auditor’s office created an internal requirement for performance measurement, one prerequisite for a successful measurement effort.  Currently this report offers additional opportunities in the areas of creating internal support, maintaining or increasing internal expertise and creating external support.
During each SEA reporting cycle, the auditor’s office has informal discussions with departments and provides written assessment of the quality of the performance information used.  Developing performance measures outside an audit is identified as a legitimate role for an auditor.  Working with the departments both formally and informally serves the purpose of increasing the organization’s information about performance measurement, again a prerequisite for successful adoption.
The SEA rotates annually between a report on public safety services and one on health and social services.  This year the auditor’s office is working with the Local Public Safety Coordinating Council, comprised of representatives of City, County, and State organizations involved in the public safety system, to design an SEA chapter that reports on the system’s performance.  This effort serves to advocate for the importance of performance management to County leadership, and also serves to generate support from the public.

Finally, the intent of the SEA report was a report to citizens on the performance of their government.  To successfully meet this goal, the auditor’s office must improve citizen access to the report and promote its use.  A strategy contemplated next year will be to convene a citizen’s advisory group to assist the office in promoting the SEA.  In this role as an advocate, the auditor can further develop external support.

Auditors need to be activists for performance measurement
Much has been written about the auditor’s evolving role in auditing.  In 1991, Edward Wheat
 noted the emergence of the activist auditor as a new player in state and local politics.  Activist auditors are proactive, they self-initiate, and they see the public as their ultimate client.  However, an audit may not always be the most effective way to change a government’s direction.
It is not in the public’s best interest for a government to turn away from measuring performance.  Any decrease in the quality of public information reduces the transparency of government services.  Maintaining performance measurement may require the auditor to take a more active role.
Multnomah County provides an example of how an auditor can be prepared for change and ensure the continuation of accountability systems.  The auditor’s office decision to independently produce a Service Efforts and Accomplishments report provides a platform for reconstructing a performance management approach.  Despite waning support for performance measurement, this one vehicle can help sustain data reporting systems and the quality of information available to the public.  It can also be used as an opportunity to leverage renewed support for performance measurement.
Auditors tend to focus on the quality of performance measurement because that is where their expertise lies.  But if the goal is improved management, the focus must be on utilization.  In that case, auditors must work outside of traditional roles and build internal and external support for measurement use.
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