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This paper was prepared during the course of a four month "developmental assignment" with 
the Federal Management Issues h a  of the GAO'a &nerd Government Divisioz; under the 
auspices of the U.S. Office of Personnel Management's Exee~tive Potential Rogram. 

1 I very much appreciated the opportunity to work with and learn &om my temporary GAO 
I colleagues that the Executive Potential Program provided. In particular, I w a t  to express 
I my thanks to David Mathiasen and Benjamin Nelson for facilitating my entry into the GAO 
I 
I and to Assistant Comptroller General, Richard Fogel; Federal Management Issues kc to^, 
I William Gadsby; and Federal Management Issues Assistant Dimctm, Earl Wdters for their 

continuiag help and support. I dso want to express my appmciation to my superiom at the 
I 

Agency for International Development, partidm1.y Annette Bimendijk, Janet Ballantwe, 
and John Erhson, for making this opportunity possible and for their continuing support as 
I simdtaenouslyjuggled two sets o f  ~aspnsibilities. Above all, I hope that my suggestions 
prove useful hth to GAO and A.X.B. ia our mutual efforts to manage government programs 
more strategically for results. 

Ultimately, of course, this paper does not reflect official positions of either the Agency for 
hbmational Development or the U.S. General Accounting Office, but solely the views of the 
author. 



This paper reviews some of the key issues and options involved in measuring program 
perfomance in federal agencies and assesses their implications for program peflurmance 
indicators efforts 'by the GAO and Cangress. 

&r fist defining "program performance," the paper considers digerent levels ofpe@ormance 
h relation to organizational structure and hieramhias of objectives, articulating the use of 
objective trees as analytical tools. This provides a basis for identifying types of indicators for 
&@rent leueb of geflo~mance, including direct indicators of results (inputs, outputs, 
outcomes, impact, and significance) and rehtwnal indicators that measure "how well" results 
am being achieved (efficiency, effectiveness, relevance, and sustainability). Other key 
.dements in a per fomnee  indicators typdogy are also discussed, including peflormance 
indicators for different Kina3 of programs (service delivery, regdatory/oversight, 
intergovernmental, grants, and defense) and difirent ways of measuring program 
performance (direct measrms, indirect measures, intermediate indicators, heading indicators, 
quantitative and qualitative measures, and measurement scope). 

Performance indicator options are then considered in relationship to management need0 at 
different organizational levels. W e  lower level managers generally require information on 
operational performance (inputs, outputs, and outcomes), senior managers are primarily 
cowamed with program impact and si,pZicance, relying on summary sta.tistics and 
"management by exception" in monitoring routine operations. Effective management by top 
executives requires not only clear "vision" and "values," and but also a clear delineation of 
strategic objectives that both define core programs and suggest how the performance of these 
programs should be measured. 

Few government agencies appear to have well defined performance objectives at this strategic 
level. Congress could play a8 important role by requiring such objectives and by working 
with top agency executives to clarify and c o b  them. In so doing, Congress would, 
essentially, be definingperformance "contracts" for which such agencies could then be held 
accountable. This would provide a better basis for managing for results, reducing the need 
for "micro-management," while also providing Congress with more relevant and targetted 
program and policy information. 

Such apet.formance management focus also has important implications for the GAO, Nearly 
dl of the GAO's General Management Reviews have identified substantid agency 
performance information defienciee. By helping to delineate clearer program ~ b j d v e s  and 
performance criteria, GAO could define a continuing strategic jkznzework better Enlbng its 
ihmcial audit, evaluation, and GMB activities in an agency over time. 



Mthough there are major diflerences between managing public agencies and private fms ,  
there are also bdamentd  similarities. To =anage effectively, both public and private sector 
executives need some basis for assessing their organization's performance. For privab firms, 
mobilizing private resources to earn private profits, the primary p e r f ~ m a e  indicator--the 
financial bottom-line-is relatively straight-forward. For public agencies, utilizing public 
r e s o m s  tQ produce a broad array of public goods and services, measuring prograan 
performance tends to be more complicated and multi-dimensional. However, it is just this 
complexity and diguity-combined with the public trust that public service embodies--that 
makes the development of appropriate program perfo-ce indicators so essentid. 

In recent testimony before the Senate Committee on Governmental Affairs, the Comptroller 
General strongly supported the concept of performance indicators for federal agencies. In 
subsequent meetings with GAO representatives, members ofthe Committee's minority staff 
requested GAO's assistance in developing a strategy to promote the use of such perforname 
indicabm, particularly as spcEed in S. 3154 (1990) and S. 1 (1991), bills introduced by 
Senator h t h .  Baaed on these meetings, literature reviews, internal. GAO discussions, aad 
consultations with OMB and others, GAO proposed a four part plan of action to support the 
Committee's work and to provide a clearer fixmework for pursuing the GAO's own Federal 
Sector Management objective to develop b e h r  measures sf agency performance. 

This l l i S ~ ~ e ~ "  paper and accompanying "indicators typology" represent the k t  two steps in 
GAUs proposed strategy. The paper summarizes key issues in measuring program 
performance in federal agencies, develops a typology of perfmance measures, and assesses 
the utility of various perfomance indicator alternatives for major p-g, management, 
and organizational functions. Further proposed steps, to be implemented later this spring 
or slammer, include an "assessment ~f user (primarily Congressional) interests and needs" 
and the implementation of "pilot performance indicator demoastratiom" with selected 
agencies. 

Before we can delineate use11 program performance indicators, we must k t  consider what 
kinds of perfomance we want to measure, for what programs, f ~ r  what p u ~ . m ~ ,  and far 
whom, DifSerent programs, different objectives, different rnmgera, m d  ~E.Eernnt av&ences 
al l  require different kinds of performance information. Mm~-&-1ng program pdornm-m is, 
in other words, closely W e d  to processes of strategic p ~ a x m k ~ ,  the ddcatiort ~f 
organizational goals and objectives, the character of rE&ian-makjng n e b ,  and the nee& 
of managers for information. 

No single set sf program ~pedommce h&cabrs can satisfy eveq manager's information 
needs equdiy =d s ~ b d ~ w u ~ l y .  Nearly every public agency pursues msny different 
objectives, in Mereni substantive areas, and at various organizational levels. P e r f o m c e  
in achieving any ofthese objectives can be assessed in t e w s  of a variety -=rf not always fully 
compatible efficiency, effectiveness, outcome, and impact measures. And, the usefulness and 
significance of these measures varies greatly for different levels of management, in different 



organizational bettinge, in coping with Merent  orgmizational "environments," and in 
addressing different action opporltuaitia. 

Measwing propam performance, in other words, involves much more t.han simply assuring 
public accountability for the legitimate use of public resources. Indeed, measures of program 
pxfommoe must usually go fhr beyond even the much more difficult questions of whethsr 
these resources are Ling managed efficiently and effectively. To be usefid to top agency 
decision makers, pm$ram p e d ~ m c e  indicators must idso provide a basis for assessing 
whether programs are achieving their intended results, whether these results are having 
broader impacts in alleviating the policy problems for which programs were created, and 
which among a variety of program options represent the best policy decisions and the best 
w e  of taxpayer dollars. 

l3JBMCEa[ES OF OBJECTIVES AND LEVELS OF PERFORMANCE 

Just as organizations are structured hierarchically to manage people and resources, 
organizational objectives also tend to be structured hierarchically, reflecting the cause snd 
effect logic aecesstq to achieve broader program goals. W e  organizational structure and 
hierarchies of objectives need not be entirely congruent, results achieved at lower 
organizational levels are ofken themselves inputs towards the achievemeat of higher level 
organizatiand purposes and goals. Not surprisingly, the kind of performance information 
needed, the type of perfomance being assessed, and the character of usefid performance 
indicators dsrr varies dramatically for Merent objectives at different organizationd levels, 

Sometimes the relationship between organizational structure and program objectives is 
primarily one of aggregation across space, with results in particular program locations simply 
being added to yield regional objectives and achievements. A state school milk pr-, for 
example, might seek to distribute a targetted number of milk servings statewide each week. 
At the same tirare, milk programs in individual school districts would each seek to fid5.U their 
own smaller distributicn targets. Overd state-wide performance wodd simply involve the 
s d g  of d l b r  dktributiorn figures across districts. Of course (as we will dhisclass in more 
detail later), &Berent management bevels would likely still have Merent performance 
infomagon needs: State-Bevel! program executives, for example, would a h s t  mrtainly 
require idomation &out pedormance variations f and the reasons for them) across districts, 
but would be fkr less interested in performance variations across individual schools, which 
wodd be critically imprtant to district program managers. 

In addition to aggregation over space, most programs also embody a logical hierarchy of 
objectives that is reflected in organimtiond structure. The key objective for a local polio 
clinic, for example, may simply be to inndate  a certain number of pre-school children each 
year, The district polio immunization office, on the other hand, may be seeking to hoculate 
a certain percentage of a regional target population, the national polio preve~tion program 
may be trying to reduce the incidence of polio as a &erne, while the parent "Child Health 
Agency" strives to reduce w e d  child mortality 2ad contain the costs of curative child health 
services. 

Fmm this perspective, activities conducted and results achieved at lower organizational levels 
are necessary, but not necessarily suflCicient inputs to achieving higher level goals. h 
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addition to clinic-based immunization, for example, the district polio office might also conduct 
a wide range of other activities--public education campaigns, community hedth outreach, 
school vaccination teams, and the like-dl aimed at increasing the percentage of the target 
population that is immunized. Similarly, the National Polio program may encompass 
research, vaccine pduction and distfibution, physician training, and a host of other 
initiatives to help achieve its broader disease reduction goal. At a still higher organizational 
level, the Child Health Agency might sponsor a variety of ather immunization, emergency 
health, education, research, nutrition, and related activities, all aimed at contributing to 
reduced child mortality. 

Spatially aggregated and hierarchically linked program objectives often exist side-by-side. 
Our national polio program may, for example, also have a more focused objective of 
inndating so many children nation-wide--the sum of innocdations by individual clinics. 
Conversely, individual school district milk programs may be hierarchically structured 
components in more comprehensive statewide student health efforts encompassing a variety 
of health and nutrition activities. 

Either way, the relationship among program objectives (and the need for performance 
idormation) can often be d d e d  by depicting performance objectives in a hierachid 
"objective tree." Such an "objective tree" begins with overarching program goals, lists the 
"strategic objectives" that contribute to achieving these goals, the lower level "uutcomes" 
though which these objectives are achieved, down to specific "outputs" that result from 
discrete program activities. The objective tree, in other words, provides a graphic depiction 
of the overall program logic: 

PROGRAM GOAL (the programs significance for broad national 
I trends; results that the program influences, 
I but cannot achieve on its own. 
I 

(Subgoals) 
I 
I 

STRATEGIC 
oI3JEcnVEs 

I 
I 

(Sub-objectives) 
1 
I 

TARGEW 
I 
i 
I 

OUTPUTS 
I 
I 
I 

(WUTS) 

(program impact; the highest level result 
that the program can achieve directly and for 
which it will be held accountable) 

(Direct outcomes of program ac5vities 
for immediate program clients or targets; can 
be aggregated across sites, as appropriate) 

(The goods or services pdcced or provided 
by the program; can also be aggregated across 
sites, as appropriate) 



The logic of an objective tree is straight-forward: Reading down, we are asking the question, 
"how:" what did we need to do in order to achieve this result. Reading across we are =king 
"what else"--what additional things need to be done to achieve the next level objective. 
Reading up we are asking "so whatw--what is the significance of our accomplishments; what 
will we achieve if we accomplish eierything at this level. This logic can. also be depicted 
graphically: 

A why (so what) 
I 
0----> what else 
I 

\/ how 

While all of the Iower level results that are necessary and sacient conditions for achieving 
higher level objectives should be included in the tree, not all need to fall within the purview 
of the program in question. Some may represent "assumptions" about conditions in the wider 
environment (such as the availability of transport for milk) or results that are expected &om 
other programs (such as continued hding  for general purpose sch001 W c s ) .  Care should 
be taken, however, to assure that assumptions are vdid or that complementary results are 
in fact likeIy to occur. 

A partial objective tree depicting the (somewhat simplified) logic of our hypothetical "Child 
Health Program" is depicted on the next page. 
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i f  "levels of performancee" represented by the h i e r h y  d pedomance indicagm &&d 
below. (This diagram reflects the author8 tipthesis and expansion of perfomumee 
hierarchies suggested by several sources, in@ludins AID 1989, Gembacz n.d., Hartry et al. 
1990, and Wholey 1990. As we shall later see, the objective tree is dso closely related t~ tbe 
choice of perforname indicators to meet differiq p e d ~ m m c e  information needs at different 
management levels.) 

LEVEES OF P E W O M C E  

Direct Indicators Relational Indicators 

These indicators fall into two major categories: direct rnemures of "what" has been 
accomplished and relational measures which assess "how well" it has been accomplished. 

Direct Indicators: 

Direct indicators of program perfommce f m s  on w k t  has been achieved in 
relationship to program objectives at various levels. This includes: 

Input Indicators: Measure the quantity (and sometimes also quality) of resources 
provided for program activities. Depending on the kind of program this can inctude: 



total funding, 
operating expenses, 
p~ogr8m b d h g  (for programs that provide gsods, 

services, or grmts to third parties), 
total person years, 
administrative person yeam, 
operational (and third party) person yeam, 
materiel and supplies, 
etc. 

Output Indicators: Memure the quantity (and somedmes also quality) of goods and 
services that have been mated or provided through the use of inputs. Depending on 
the kind of pmgram &his em include 

clients vaccinated (by a health program), 
f m e m  visited (by an e x h i o n  pmgram) 
grants awarded $ 3 ~  a research program) 
miles of mads built (by a highway program) 
weapons procured (by a military acquisition program) 
tax returns processed (%y a tax program) 
c l h s  processed (by an insurance program), 
e k  

Outcome Indicators: Measures the cr,aantity (and sometimes quality) of direct results 
that have k e n  achieved through the provision of program goods and services. 
Depending on the kind of program this can include: 

illnesses prevented (through health vaccinations), 
farm practices changed (though extension visits), 
research publications or patents awarded (by grant 

recipients), 
vehicle usage (of roads built), 
weapons available (though procurements), 
taxes collected (thorlgh returns processed), 
funds distributed ( tbugh processed claims), 
ek. 

Impact IrIdicators: Measures the degree to which wider program objectives are being 
achieved h u g h  the direct outcomes of program activities. Depending on the End 
of program this could hdude: 

reduced mortality/redmced curative health costs 
(through illnesses prevented and other program oub3;~.-s), 

increased agricultural productivity (through improved 
fming practices and other program outcomes), 

reduced tr&c congestion (through increased usage of 
new highways, 

increased industrid productivity (through research 
Endings and other program outcomes), 



increased military readiness (through more and better 
weapons availability), 

increased taxpayer cornpli8nce/few taxp~iger complaints 
(through improved tax dection',, 

improved client satisfactionlless finaxial hardship 
(through better insurance claims distribution), 

etc. 

Significance Indicators: Measures (where approp*te) twndts with respect to the 
wider poEq problems ("gods") which program impacts are expected t~ Muence. 
Depending on the program, this could indude: 

improved national health statistics (through improved he&& 
system performance), 

xhcreased farm pmfitdreduced f d  costs (through 
farming improvements), 

reduced transpartation costs~expanded economic 
developanent (through highway improvernenb), 

improved economic pwh'enhanred consumer well-being 
(&ough the applica?ioa of new techdogy), 

irn;proved deksercdfo~ign palicy success (through 
kpmved military readiness), 

increased tax h d s  avzdable ( h u g h  fairer and more 
efficient tax prwessfng procedures), 

improved emn~mie recovery (through more eacient 
insurance system), 

etc. 

EehtwnaZ Indicators: 

These measure JLQw well results at one level of the objective tree have been translated into 
rezdt~  at the next level. This includes: 

Zmiency Jrtdicmrs: In genepal, efficieocy indicabrs measure the ratio of inputs 
needed per mit of output produced. This could include: 

physical inputdunit outputs 
dolldunit  ouput 
I d d u n i t  output, etc. 

From the perspective of performance assessment, accountability -hdicators (the central 
focus afmuch program and financial auditing) can be considered a subset of efficiency 
indicators. They measure fie extent to which program resources are appropriately 
available for and applied to the activities (creation of outputs) for which they were 
targetted. 

Effectiveness Indicators: In general, effectiveness indicators measure the ratio of 
program outputs (or the resources used to produce these outputs) per unit of program 
outcome. This wdd include: 
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number ~f v a ~ t i o n s  (or cost)/ilhess prevented, 
number of fanners visibd&rm pzactices changed, 
number grmtdiesemfr publications, 
miles of mad buiIWvehicle usage, 
number (ox cost) of procuremant.slweapon~ (ar 

firepower) obtGed, 
returns processed (number or tixne)/taxes collected, 
claims processed (number or iime)/f-ids distributed, etc. 

Relevance Indicators: Where appropriate, measure the relationship of program 
oubme to program kp8ct, either quantitatively (unit of program outcome/unit of 
impact) or qu&tativeSy Bd to wzlich program outcumes d k t  program hpacts). 
This could hclude: 

iDnes.-es prevented/mortality mte changes, 
famu prac.ces changehcreased agricditurd 

pductivity, 
patents grantedhncreased industrial productivity, 
new mad mageldecreased tr&c congestion, 
i m p m d  weaponshncreased military deterrence, 
impmved return pmcessing/incremed tax compEmce, 
improved disaster funds distributiodenhaxlced economic 

recoverys ek. 

Sw&zi~abili$y Indicators: Where appropriate, measures the persistence uf program 
benefits over time, particularly after program funding ends. This codd include, for 
example: 

&ease incidence trends nfbr exhmdl h & n g  for vaccination pmgmms 
ends, 

persisknee of changed farming practices afkr 
extension visits are completed, 

mintdnance and use of roads aRer highway 
construdion ends, 

or, more generally, the persistence of insEtutions 
(programs, oganizations, relationships, etc.) created to deliver program 
benefits. 

The Issue of Scope: 

Inputs, outputs, outcomes, impact, and even sigdicance can all bp, measured for discrete 
activities, for categories of activities, or for d program activities. Results can also be 
reported for individual sites or aggregated across sites. However, at higher management 
levels the emphasis is usually on pro@ am impact in achiev'mg broader objectives, with senior 
managers relying primarily on aggregated and summ&zed data on program inputs, outputs, 
and ouItcomes across discrete activities and sites. More detailed or site specific information 
would usually be required only K summary data indicated problems that senior managers 
needed to address. A more detailed &scussion of this "management by exception" and the 
"nested" performance information systems that it implies is provided later. 



P-0-CE lNDfCAT03RS FOR DWFERENa' S OF P R O G W 9 S  

The End of program being considered--particularly the End of gooh or services being created 
or delivemd--has a major bearing on the choice af pdormance indicators. In this regard, 
most federal programs fill into one cf the fbllowing categories: 

Sertlice Delivery Programs: Frograms, such as those administered by the Veteran's 
Administration, the Postd Service, the Burem of Indian Affairs, the National Park 
Service, ek. that pxc~de direct senices to individual clients. For such programs, 
outputs measure the actual delivery of services or products to clients; outcomes 
measure the m e  of services, the perception of services, or the effect of services on 
clients; impacts measure wider changes that programs were intended to produce in 
the characteristics of target populations, commtmities, or organizations. 

ReguhtorylOversight Pmgrums: Pn,grr3~ms, s'ilch as those administered by the 
Envirofljmentd Protection Agency, the Nuclear Regulatory Agency, the Food and h g  
Administration, or the Federal Tkade Admiristration, that develop, promulgate, and 
enforce rules and proced-mes governing the behavior and operatians of individuals, 
h a ,  organizations, and eammuaities. For such prugrms, outputs measure the 
number or kin& of d e s ,  regulations, or procedures developd or enforcuent actions 
taken; outcomes memure changes in behavior or operations, the degree of compEance 
-iKiDh regdati~ns, or the number ofsucoessfid enfoment actions; impact measms the 
achievement of broader strategic objectives that regulatory oversight is intended to 
yield, such as reduced environmental pollution, improved nuclear safety, faster 
availability of more effective h p ,  increased economic competition, etc. 

I~*mgo~ernmen~al Program: Proc,rams, such as those administered by the Food and 
Nutrition Service, the Agriculturd Extension Service, the C o m m d y  Development 
Administratiori, the Department of Labor (Job Trabhg Partnership Act), or the 
Department of Education (State and School District Block Grants] that invoIve mixed 
avernight, review, management? w d  funding 3y Werent levels d govement (and 
with federal resources usudiy dlmated through formula funding). For such 
programs, ou&puR measure the extent to which resources have been delivered to 
targetted operatilzg entities; outcomes measure the extent to which resources are king 
appropriately applied to targetted activities (and, at the local level, the quality and 
qumtity of g o d s  and services actually delivered to  clients); impact enmmpa-ses 
improvemenb in the quality and quantity of goo& and services being pmktdad by 
targetkc? entities (and the extent to which wider changes that programs were 
intended $3 produce in the chaeteristics of target poptdatioas, c o m m d t k ,  or 
o r ~ a 5 ~ n s  axe being achieved). 

Grant Ppograrns: Pmgrams, such as those adminintered by the National Science 
Fombtion, the National Institutes of Health, the Office of Naval Research, the 
Department af Education, and the Department of Housing and Urban Deve1opment 
&at provide funding for specific: activities or projects in reponse to appI(ications or 
paps& by i~dividuals or institutiom. For such pm,ms, ou@uks measure the 
delivery of resources to appropriate grantees and the quality and quantity of activities 
undertaken by grantees using those resources; outcomes measure the &%ct results 
of grant-funded activities ipul~Kcations and patents from research conducted, 



eAucation completed, housing units built, etc.); impact rnstwures the sigdicance of 
these results for wida program objectives (improved weapns technoIogios, i r n p ~ ~ e d  
health or economic mmpetitiveness, expanded e d ~ c a t i ~ n d  participation, or innproved 
availability of urban houskg, ek.) 

Defense Frogmm, the single largest component of the federal budget, include grad, 
intergovernmental, and mgUaaItoryIoversigIht programs, but prrimmiy involve the 
delivery of a particular b d  of service: mi!itary preparedness. Depending on the 
specific defense prog~anz being considered, pcdof~llance measures can vary widely. 
In general, outputs will fmw on the quality md quantity of defense goods and 
services obtained (nlmber of peo?le trained, weapo~s syabmu produced, 
comnrunications capabilities in. place; outcomes will. encompass how well these 
and services pedcm (power w d  reliability of weapons, capabilities of soldiers, 
performance of co~unica+,ioas; impacts meawe the achievement of wider st~aiegic 
objectives (such as increased m2i tr j  readiness or an hpmved ability to project 
militany power); while signii&ancc: ijncompasses progress in terms of broader national 
objectives (deterrence eckieved or foreign policy goals supported). 

DEETER.EW WAYS OF lbIELWmmG PERF0 CE 

LI addition to measuring Merent "kvels" of prfonnmce f ~ r  5Eerent "khds" of pmgrams, 
hdicatom can d s o  be differentiated in terns ofhow performance is axeas~m& This includes: 

Direct rneascres: As the name implies, direct measures precisely cornspond to m d  
directly embody expcted program results at any particdar performance level. Such 
measures might include quantities of goods delivered (output), counts ofclients served 
Ic~tput), levels of weapons accuracy (outcome), changes in consumer Jbehavior 
(outcome), decreases in infant mortality (impact), etc. 

Indirect measures: If direct measures are too &Edt, costly, or inconvenient rn 
obtain, performance may be measured Indirectly, through kdicators that comespond 
less preciseIy to the pformanae we me eelring. This might involve, for exampie, 
wing lower farmgate prices as an indirect indicator of increased agricdtwd 
produc~vity, using declining taxi-cab or freight tariffs as an indicator of dewease6 
traffic congestion, or using reduced consumer complahte as an indicator ohpmved. 
tax pmessing. Indirect measures can be relatively straight-forward fe.g., iie&nbg 
insmce cIalm as an indicator of ~ d e r  car designs) or they can be qui% ingmious 
and creative--one mqjor museum, for example, m e ~ s m d  "tib weart' to h&m&fy 
assess the relative p~pdaPity of its exhibits (cE Campbell et d., 1966). 

Iztem&diate in&cators.' &metimes we need infomation on program results before 
final pedimance &ta is available. At other times, we mzy need to h o w  whether 
~ u r  program is on track, even though final resudts have not yet been achieved. In 
either case, we codd to "inhnne&ak indicators" to provide an early assessment 
sfperfo~lzlance. We might, for example, measure fertiIizer purchases ae a preliminary 
indicator of changed f&g practices or increased nuiritiosaal knowIer?ge as an 
indicator of changed eating practices. 



As the term implies, "intermediate indicators" measure "intermediate" results, 
intervening steps t~wards achieving program purposes. Generally they represent 
changes that are associated with the performance we seek, but for which information 
can be obtained earlier. Sometimes, intermediate indicators represent preliminary 
links in a causal chain, and their utility depends greatly on the validity of the policy 
"theory" lidring them to final results, Ocassionally, intermediate indicahrs refled 
results h m  initial or selected program sites, and their usefulness depends on the 
extent to which they in fact prove representative. 

Leading indicators: Sometimes "leading indicators" (or indices of indicators) can be 
identilied that have well established or statistically validated links with longer term I 
results. While similar to "intermediate indicators," such "leading indicators" (for 
example, the index of leading economic indicators) generally have multiple 
applications and a track record of reliability. 

Qualitative and Qua~titative Measures: While often a consideration, the issue of 
quatification is, in itself, rarely a major problem in assessing program perfofmance. 
There are always trade-offs to be made between the precision, cost, reliability, and 
validity of information, but more quantificatioa i~ not necessarily better. The real 
issue is how precise our information needs to be in order to be useful. It is almost 
always better to have more valid arrd cheaper measures that are hss precise than to 
have more precise measures that cost too much or are of dubious validie. 

In principle, qualitative measurement refers to purely narrative desciptions of 
program activities, operations or results. Quantitative measures range from simple 
categorizations (nominal measures), to rank orderings of categories, to equal interval 
scales, tn ratio scales (with a real zero point). For some performance assessment 
purposes ratio and interval measures, which provide the most scope for analysis, are 
easily available. In other cases, however, frequency counts in rank ordered or nominal 
categories are more than sdc ien t ,  

. h u r m e n t  Scope: Pediormance indicators sometimes directly measure results for 
an entire target population of individuals or organizations through availabile 
administrative records, observations, or census surveys. Often, on the other hand, the 
scope of measurement is limited to a sample of targets or sites. When samples are 
used, an additional technical issue is introduced: h ~ w  reliably can we statistically 
infer overall program perhrmance based on this sample? Sometimes, performance is 
measured only in one or a small number of program settings. While such case-studies 
can provide quite usell information on how programs work, why they doa9t work as 
expected, and how they can be improved, one must Be extremely careful not to 
presume that results h m  one site necessarily represent program gen"ormame overd. 
Indeed, such case-studies are usually conducted in the context of '%king studies" 
(discussed below) rather than as a replacement for broader performance data  

Linking studies: Often managers need to learn more about the causal Wages 
between program outputs, outcomes, and impacts. This is particularly true when 
indicators show that although planned program outputs are being delivered, broader 
program purposes a m  stil l  not being achieved Something clearly is missing: either 
our pmgam logic is faulty, our assumptions are invalid, or some necessary "input" is 



lacking. L;rrlring studies--often including detailed sue  si:idies--are, in essence, 
"formative" evaluations, which examine how programs work and what is needed to 
make them work better. Aa such they often provide important feedbacks to program 
redesign and higher level policy debates. 

B ~ ~ C E  IBDWCATORS AND PROGRAM MANA2EMENT 

All  manager^--operational administrators, middle-level executives, and top policy-makers-- 
need  omt ti on 02 how their pmgmns are performing aa a basis for decisio~-m&ng. 
However, more senior and junior managers have rather &&rent performance 
- ~ o ~ a ~ o n  nezds. This is not only became of the wider scope of senior management 
respnsibilities, bnt, more importantly, because senior managers am responsible abr higher 
levels of pxogram performance. While operational managers are p r h a d y  concerned with 
She tactics of program imp'lemenbkion, senior executives are primarily concerned with the 
strategic implications of program and pEcy dtem.atives. 

Within the stme orgarmizztion, management information aseds do, of colvse, overlap. All 
perfurmaace Sirmation, &r all, ultimately derives from the aanre set of activities, 
reflecting the same core of inputs and outputs. And most pedormance infarmation will be 
collected "on the ground," at operational levels. a'o meet the diGerhg information needs of 
more senior and junior managers, pedimance indicators ( U e  organizations aad 
organizationd objectives) usually need to be hierarchically stplpctwd. '6his can be 
accomplished through "nested networks" of gartidy overlapping performance infomation 
systems, in which l~wer-level performame indicators are summarized or selectively 
" s a e d "  as a basis for higher level infomation. 

Any particular performance information system d necessarily reftect the parti& goah, 
stmdures, and activities of the organiz~tion it has been designed to serve. The following 
sections therefme provide only a general summary of the differing character of per6omance 
indicators and Xomation needs at Merent o r ~ a t i o n a l  levels: 

Opemtional managers: 

Operational managers are concerned primarily with the tactics of implementing a particular 
program component. Within their relatively narrow areas of responsibility, they need to 
know that necessary inputs (human and financial resources) are in fact avdable and that 
planned outputs (goods and services) are in fa& being produced. They need to h o w  that 
resources are being used legitimately, that financia! accountability is being assured, and that 
inputs are being efficiently transformed into outputs. Operational managers also need at 
least some information on program outcomes and impad to demonstrate that program 
outputs are in fact being delivered and achieving intended results, but this is primarily for 
the purpose of formative feedback, to he-tune program implementation, and to motivate 
performance. Operational managers would not, however, normally be expected to assess the 
underlying logic of the program they are implementing ox the policy theory on which it is 
based. Nor would they be expected Lo consider the relative merits of program or poky 
alternatives. 



Middle managers: 

Middle managera are usually m8pansible for implementing a~ entire program or a major 
pmgram component--a range of activ2ics, often across a number of  sites, aimed at  achieving 
some larger strategic objective. Midde managers generally play only a supporting role in 
defking these strategic objectives, choosing among them, or articulating the underlying 
p c i e s  h m  which these objectives derive. They are, however, very concerned with 
masagkg their program better, with selecting and fme-tuning program activities to improve 
program outcomes, and with enhancing their program's broader impact. 

To achieve these aims, middle managem 60 need summary idormation on program inputs 
d outpr1.t~ md, partic~l~arly, oomparative information on the eEciency of implmentation 
amss slites so that they can identif$r emerging problems for more intensive "management by 
exception." Even more importantly, middle mauagers need comparative information on the 
achievernert of program outcomes. This provides a basis for judging comparative 
effktiveness (across sites or activities), for deciding which grogrslm activities should be 
expanded and which contracted, md for identifying any gaps or inadequacies in the program 
strategy that need to be Elled. Middle managers will also want a t  least some information on 
program impact to validate the significance of their program strategy and assure that its 
policy u n d e q i h g s  remain valid. 

Senior Executives: 

Senior executives ape primarily concerned with strategic management. They must articulate 
their Agency's mission (its vision and values), clarify the policy presumptions that underlie 
this mission, and iden* the strategic objectives and pr0grl.m initiatives through which this 
mission will be achieved. Further, they must accomplish this in the context of a dynamic 
external environment--a continually shifting mix of Congressional oversight, interest group 
pressures, bureaucratic competition, and executive politics. 

Senior executives do need summary information on program efficiency and effectivenesss. 
They need to know that planned goods and services are being delivered and that desired 
outcomes are ocuning. More pointedly, they need to Toe sure that any emerging 
implementation or outcome problems are being identified and addressed at appropriate 
management levels and they need to be able to reassure both clients and critics of this fact. 

To manage strategically, however, senior executives also need comparative information on 
program outcomes and impact. This provides a basis far judging the mparat ive  significance 
of program alternatives, for deciding which program should be expanded and which 
contracted, and for identifj6ng gaps and inadequacies in program strategies that need to be 
med in order tcr adhieve policy gods. When "signiftcance" is measured in relation to the cost 
of program inputs, this infiomzation c9n also feed back directly into a performance based 
budgeting system 

Beyond this, senior executives also need information on the wider national trends to which 
their programs are expected t~ contribute, at least in part. If these trends are positive, that 
provides fbrther evidence that their agency's mission is being fulfilled. If, however, relevmt 
treads are negative or weak, that raises questions about possible gaps in Agency strategies 
or inadequacies in underlying policy presumptions. 



MANAGING FOR RESULTS 

Good program performance information is essential to gmd strategic management. Managers 
at all levels must h o w  the results their pmgrams are achieving--whether outputs, outcomes, 
QT impact--if they are going to respond creatively to changing opportunities and constraints 
and achieve better result8 in the future. However, too many organizations, particularly 
federal agencies, seem to place their primary managerial emphasis on m e s s  and 
procedures, ensuring that activities are carried out rather than that results are achieved. 

Program perfommce indicators will be at the core of any system for agencywide program 
performance monitoring. As such, they can tell us whether desired results are marring anrl 
whether program outcomes are basically m track. They can also provide, at a fairly 
aggregate level, at least a rough basis for comparing the kinds of results that merent 
programs are achieving (or that similar programs are achieving in Merent locatiom!. 
f erhaps most importantly, they can provide a char w h n g  when something is wrong and 
when intended results are not being achieved. 

By themselves, performance indicators cannot tell us why results have or have not occurred 
or which, among a range of program alternatives, is the most efficient and effwtive. 
However$ in conjunction with the other evaluation, analysis, and reporting activities, program 
perfformanee monitoring becomes a much more powerful tool. Program evaluations, far 
example, are spe&cally directed at a n s w e ~ g  questions about how programs are working, 
why results vary, and which program alternatives have the most impact and are the most 
costeEective. Similarly, ~perati~nal-level performance information provides a basis for 
summarkkg service delivery, andyzing implementation efficiency, aad assuring 
aountability in xelation to Congressional earmarks. 

Improving program performance--and the wider efficiency and effectiveness of federal 
agencies--wilt. require a much stronger emphasis on managing for results. This kind of 
'fperfomance management" will certainly nquire a much clearer fortnulation of program 
objectives and program performance indic8brs. Such indicators also provide the basis for 
other, related management improvements: 

o the development ofexplicitperfarmance cantracts between management-levels, 
which clearly define program objectives and expected results, and f ~ r  which 
managers can be held responsible; 

o the decentralization of program management based on such performance 
contracts, which avoids micro-management and frees senior executives for more 
strategic decision-making, while dari.@ing the responsibilities and decision- 
making authority of subordinates. 

o more rational pmgram decision-making based on clearer program objectives, 
more comparative data on pmg~am performance, and a better understanding 
of program alternatives. 

o a better basis for performance-based budgeting, rewarding programs that 
achieve results and penalizing those that do not. 



It should be noted, however, that the relationship between program prfomance indicatom 
and budget decisions is neither simple nor straight-forward. Poor results may, for example, 
reflect the extent of the problem being addressed rather than inadequacies in the program, 
indicating a need for more rather than less -sources. Alternatively, performance data may 
be more relevant to ch~osing among program alternatives than to establishing overall funding 
levels for a program area. Placing too much emphasis on narrowly-defined perforznanoe 
indicators in budget decisions could also distort the objectives being sought and the data 
being reported. More generally, performance-based budgeting raises Wdt questions--not 
fully addressable here--abut how various program objectives, pedormame levels, fhding 
categories, and Budget time fiames should be inter-related 

IMP1lCATIONS FOR CONGRESS 

Good program pexfomance infomation is just as essential to gmd Congressional oversight 
as it is to good agency management. Just as we1 articulated program objectives and 
performance indicators can help top agency executives focus on "managing for results," so too 
can they help Congress focus its oversight more strategically on agency policies, objectives, 
and achievements. Indeed, just as top exemtivies can use performance indicators as a basis 
for clearer management contracts with subordinates, Congress could also use well defined 
strategic objectives and performance indicators as a basis for management "contracts" with 
agencies. Moreover, by clearly defining strategic perfomance expectations, and by reducing 
requirements for most operational performance reporting except in cases of program fdure, 
Congress can greatly enhance its ability to assess major program and policy issues while 
reducing its need for operational "micromanagement. " 

h p v e d  "performance management" by agencies is not, however, likely to happen on its 
own. One of the key Endings of the GAO's General Management Reviews ( G m )  is that 
substantial performance infiormation gaps exist in nearly every agency stutiied. Even more 
disturbing, the GMFiys found that performance objectives in most agencies were themselves 
unclear, contradictory, ambiguous, and poorly related to program activities. Legislation 
requiring dearer program perforrrrame objectives and reporting wodd take an important h t  
step towards filling this management need. Congressional involvement would likely be 
essential not only in helping to delineate program indicators, but also in helping to chrify 
the "strategic objectives" that these indicators are intended to reflect. 

Program objectives and performance indicators are inextridly linked. Fmgram objectives 
without corresponding peflomance indicators provide no basis for accountability, while 
indicahrs without accompanying program objectives remain empty promises. As the nation's 
highest policy and program ovemeer, Congress has a particularly critical role in working with 
tup agency managers in de-g key strategic objectives and corresponding perfomance 
iazdicatws--the highest level results for which the agency will be held directly accountable. 
Congress also has a central role to play, partidarly given resource limitations, in helping 
agency executives prioritize their objectives and make trade-offs among objectives that 
conflict. 

It is strategic objectives, more than the historical peculiarities of agency structure, that define 
the core pmgrams for which the agency would be held responsible. Once these strategic 
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objectives are clarified, lower-level performance indicators, while sometimes technically 
&fEdt to collect, are much easier to defme. 

By requiring agencies to develop, in consultation with relevant Congressional committees, 
clearer strategic objectives and performance indicators, Congress could provide the basis for 
more eqlicit pedomance "contracts" between itself and the Executive. Such "contra&" 
mdd also help distinguish information needed to meet internal managraent and extend 
accountability concerns. Just as important, by reorienting agency executives towards 
"managing for result8,tl such legislation wodd begin to revolutionize the meaning of"quaIityl' 
in federal program administration. 

IMPLICATIONS FOR THE GA8 

1Pn emphasis on "managing for results" also has a direct relevance to GMR's and other @A0 
activities. Cedainly, helping agencies ddineate clearer strategic objectives and performance 
indicators has already bee2 an important part (though sometimes phrased in other terms) 
of most GM%. However, a more explicit focus on such strategic "performance management" 
issues, codd d e h e  a much clearer framework for future GMR activities. In addition to 
clarifying agency-wide goals, this might involve assessing the adequacy of "objective trees" 
and "performawe indicators" for particular agency progsams, assessing the correspondence 
of financial and p~mgrarn information, assessing the adequacy of performance information 
analysis and processing capabilities, etc. 

Debeating clearer strategic objectives, performance indicators, and program logics could also 
define the key issues and criteria for GMR follow-on activities. Indeed, a clearer delineation 
of these strategic "performance management" concerns, might well define a con'inuing 
fkmework that would better link the entire range of the GAO's audit, evaluation, and GMR 
activities within an agency over time. 

OBSTACIXS TO STRATEGIC MANAGEMENT 

We should not underestimate how dBcult the transition to more strategic, performance- 
oriented management will be for many federal agencies. To be both relevant and practical, 
objectives and indicators m ~ s t  reflect a convergence between policy goals and operational 
program realities. 'Phis will require a collaborative "top down" and "bottom up" effort by 
managers at all organizational levels. And, a number of potentially serious roadblocks will 
have to be avoided before federal agencies will be able to manage more successfully for 
results. 

Disagreemonk about Purposes and Goah: 

Program sometimes lack well defined strategic objectives because senior policy-makers are 
unable to agree on what their purposes and goals should be. Are foreign aid programs 
primarily expected to improve the well-being of people in developing countries or to advance 
U.3. national security interests? Are defense procurements intended to improve military 
readiness or to provide employment in key consitueacies? Are school feeding programs 
mated to avert hunger, improve school performme, or provide an incame transfer .to poor 



f d e s ?  Shodd customs inspections be designed to faditate kternational trade or to police 
illegal imporb and exports? 

Performance inBcatore provide the clearest guidance for management action when they 
embody a linear program logic reflecti~g clear program priorities. The real world, however, 
is rarely so clear, and programs ofken encompass multiple and conflicting objectives. While 
it is diEcult to portray multiple purposes within a single objedive tree, it may sometimes be 
possible to define p d d  objective trees reflecting these multiple purposes. Such 
performance data could then be useful in making decisions that d e c t  kade-offs among 
competing objectives, pmf2cularly when such objectives can be prioritized or weighted. 

J t  is more Widt to deal with disagreements abut goals when such goals are truly 
incompatible or mutual1 y exclusive. Such Bisa,peements may ultimately need to be resolved 
through political decisio~s by senior policy-makers or the Congress. Unfortunately, 
ambiguities about program objectives may themselves be politically desirable. In such cases, 
delineating useful pedomance indicators could prove quite ddEcult. 

Lack of Correspon&nce Between Objectives and Programs: 

Acco&g to the old adage, "if you don't know where you are going, any road will take you 
there." Without a clear understanding of what i t  is we are trying to achieve, it is impossible 
to d ~ % e  a program strategy, an appropriate set of program activities, or useful indicators 
of program performance. Indeed, in the absence of clear objectives, the arbitrary choice of 
"indicators" may implicitly define objecti~es that are inappropriate or unattainable. 

But just as programs without corresponding strategic objectives provide no basis for 
accountability, strategic objectives that are not W e d  to real program activities remain 
empty promises. Strategic objectives need to be grounded in a logical structure of program 
activities that d e h e s  meaningfur hdicato~s at all management levels. 

Working to the Measures: 

Performance indicators are more useful for judging the performance of programs than for 
judging the pel-formance of managers. Programs may fail because they lack sugicient 
resources, reflect inappropriate policies, face unanticipated external conditions, or for any of 
a variety of msasons. Managers should be held accountable for obtaining and using program 
perforname data, for understanding why their pragrm are succeeding or and for 
making appmpriate changes to help their programs work better. Managers should, in other 
words, be responsible for mmng for results, but not necessarily for results as such 
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Tlinking personnel and budget decisions too closely to program performance caxl potentially 
corrupt the measures Ling reported or the objectives being sought. If managers know they 
wi l l  be judged on narrowly defined performance criteria, they will make sure, one way or 
mother, that indicators come up right. This may involve outright dishonesty--keeping two 
sets of boob--or merely too much emphasis on inappropriate program activities. One 
shouldn't forget the proverbial Russian factory that d y  made penny nails when its 
managers discovered that their performance ratings would be based on the number of items 
produced. Particularly if objectives are p r l y  defined, too much emphasis on performance 



indicators may encourage risk-averse managers to implement only those actitities they are 
sure will succeed. 

The concern with measuring program perfomanae and using performance information in 
management decisions is certainly not new. Programming, planning, and budgeting systems; 
management by objectives; and other performance management approaches have been tried 
by federal agencies before and have, for the most pa%, not lived up to their exgectations. 
What, then, are the grounds for optimism that ament efforts wil l  be inom successfhl? 

3br one thing, performance management appears to be an idea whose time has come. The 
budget deficit, funding caps, a d  the need to make hard program and policy trade-offs has 
placed a premium on good pesfomance information and made it much more relevant to 
decisions that now have to be made. Secondly, there appears to be clear Congressional 
mgnition that more micro-management will be counter-productive, but a continuing need 
for the kind of accountability that performance indicators can help f a ,  Finally, there is 
a growing awareness that quality management can only be based on well-defined objectives 
and measurable achievements. 

Even more important, perfomce information is now seen more dearly as part of a strategic 
management process, rather than as a mechanical programming and budgeting tool. 
De-g objectives and indicators is inexorable intertwined with the delineation of programs 
and strategies-a collaborative process involving all levels of program management. 

There seems little doubt that federal agencies will be required to develop some kind of 
program performmce indicators. The issue is doing it right, in a way that really improves 
the quality of federal services. The challenges are great, but the costs of not meeting these 
chdenges are greater still. 



INDICATUR TYPOLOGY 

Cause and Effect B[ierar@hy 

Eficiency 
Outputs ( Operations ) 

Effectvieness 
Outcomes (Strategy) 

Relevance 
Impact (Policy) 

Sustainability 
Signiscance 

-- Analysis of Linkages 

-- Analysis of A9surnptions 

-- An Jysis of Environment 

Program Types; 

0 Service 

0 Policy 



I n ~ c a t o x  Levels 

Operationalflmplementation Activities 

OperationaVManagement bgrams 

Senior h g r a m  Management Strategies 

Top Agency Management' Policies 
Congress 

Targets 

Strategic Objectives 
(hdicatom) 
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