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more results oriented,
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Guvernments around the world are increasingly

adopting goals and measures as a way o improve
socielal outcomes and enhance accountabitity.

To imprave societal outcomes, governments seek lo
“grow the good“—the heaith, safety, well-being,
and general quality of Hfe, At the same tinte, they
alm to “slow the bad”—harmful or unhealithy
events, risk-raising causal factors, unnecessary
costs, wasted time, fraud, corruption, and incivility.
To strengthen government accountability, govern-
ments seek to meet four distinet categories of
accountability expectations: fiscal, ethical, democratic,
and performance.

Four Calegorles of Accountability

Fiscal accountabilitys Government spends its moncy
as authurized, with as litle waste as possible.

Ethical bility: G R operate
honestly, withou! conflict of interes, self-clealing,
other forms of fraud, or abuse of the power of
governmental authority.

D { bitity: G agencics
o what thelr citlzens wani and need, engaging citl-
zens and their elected representatives in under
standing trade-offs and making well-informed
cholces among competing priorittes. Governmem
agencles treat people civilly and courteously, unless
there are strong Justifications not to, so people do
not resont of reslst government because it has acted
in a rude, slow, or inappropriate manner,

Perf biflty: G agencies and
their employees work intetligently and ciligently o deliver
elfective and cost-cfficion govornment prograns.
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Experience has shown that goals and measures
can be remarkably effective performance-driving,
accountability-enthancing tools. But experience has
also shown that they can provoke self-protective

I that interfere with perfi e and
aceountability gains: timid targets, measurement
ihulation, it elimination, oulcome

| 1
avoidance (resulting in an affinity for output
targets), and claim games where some rush lo
claim credit for accomplishments while others run
from it, fearful of provoking resentment among
thelr peers,

These parf lampening resp most
often arise when goals and measures are explicitly
linked to externally provided (extrinsic) incentives,
whether positive incentives in the form of rewards
or negative ones in the form of penalties or poor
public scores. When incentives are inappropriately
linked to measurement uf performance results or the
wrong kinds of incentives are chosen, performance
management systems tend to backfire, discouraging
waorkers and even motivating them to cheat.

Indeed, an avenwhelming body of research and
experlence suggests that promising rewards to
individuals in g agencies seldom works
when the rewards are linked to attainment of
specific targets, progress relative to peers, progress
relative to the past, or per unit of product.
Sumewhat surprisingly, in most cases government
should resist the temptation to offer explicit

s to individual employees for ing or
even making progress toward specific targets,
except when employees are free to opt in and opt
out of contests to attain new performance levels
without fear of penalty or entbarrassment for
non-participation,
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Simifar caution needs to be exercised when using
performance incentlves (or organizations, Extrinsic
Incentives can work, but they can also backfire,
depressing both performance and accouniabifity.
Thoy can rob goals and measuros of thetr abllity to
stimulate the kind of effort and innovation that
results In continual, sometimes dramatle, Imptove-
ments in societal canditions. And, they easily
provake unpraductive fear that interferes with
Improvement efforts, especlally when accountability
expectations are left vague,

This Is not to suggoest that organizations, thelr
managers, and those who work for them should not
scl goals or measure progress loward the goals,
Quite the contrary! Goals and measures are amony

s Delivering feedback

o Assuring an ongolng venue fur Interactive
intjuiry
¢ Cogenl sirategies

¢ Implementation

To achleve both accountabitity and performance
galns, public organlzattons and thelr managers
need Lo lap the power and respect the limits of the
five bastc building blacks of performance
management:

o Clear, measurable goals

¢ M to motivate, Hluminate, and

the most important tocls public sector org,
tions can use to enhance both perf e and
accountability.

What It does suggest is that less attention should
be patd to incentives and far more o ensuring the
active and effective use of outcame-focused goals
and measures, Instincts to link rewards (and
penalties) explicitly to goal attainment or compar-
ative standing, whether through performance-based
pay, budgets, or other extrinsic bounty, should be
resisted, Linking rewards and penalties to goal
attainment is not only an ineffective motivator but
also an unfair and infurlating one when individuals
or organizations lack the skills, resources, or
authority to meet (or make progress toward) their
targots and the means to secure those inputs,
Indeexl, some missed targets are inevilable in
healthy, discovery-provoking, risk-tolerating enter-
prises, If individuals and organizations met all

of thelr targets all the time, it would suggest that
they had chosen timid targets and missed the
performance-driving powor of a stretch target.

What it also suggests is a need for public

¢ Verbal feedback to unleash the power of goals
and measures

¢ Interactive inquiry

e Cautious use of externally provided
incentives

The first four of the six essential practices charac-
terize how the first four of the five basic building
blocks should be used. The fifih and sixth essential
practices, cogent strategies and Implementation,
are critical to converting the first four practices into
improved societal outcomes.,

Cogent sirategies and imy vation can also
include the use of the fifth bullding block, incen-
tives. Great caution must be exercised, however,
when extrinsic incentives are employed as pant of
an implementation strategy lest they drive out
intrinsic motlvators. It is often proferable to let
goals, measures, feedback, and interactive inquiry
work on their own to drive performance goals
without burdening them with explicit links to the

.

tions to clarify accountability expectations both with
those being held accountable and with those
holding them to account, including supervisors,
legislators, budget offices, grant-giving organiza-
tions, delivery partners, and the public. Specifically,
public organizations and thelr managers should be
held acc ble for six tlal practices:

¢ Emphasizing outcomes, using specific targets

*  Muasurement mastery

|
p of or the threat of penalty.

The Five Building Blocks of
Performance Accountability

Clear, Measurable Goals

Goals motivate and drive performance Improvement
because they focus, enengize, encourage persistence,
and stimulate discovery not only for individuals
but also for organizatiens. They have this effect
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even without an explicht link to Incentives. To drive
significant performance gains, goals noed t be
specific and challenging, To Improve soclotal
outcomes, goals also need to be outcome (ocused
wheraver possible, excopt in instances whure
resources or skills are inadequate to meet the goal,
In which case near-term learing and capacity-
building goals are appropriate. Where the positive
effect of agency aclivities on outcomes has been
clearly established, short-term output targets can
be established but shauld be accompanied by
longer-term outcome goals, A few specific goals
should be challenging. At the same time, It can be
helpful to set other targets 10 communicate arcas
where continual progress is sought, steady state Is
acceplable, and slippage will be tolerated. Group
goals should be set when cooperation is needed.
Goals do not need to be linked to incentives to be
effective. They do, however, need to used, which
is why feedhack is so essential. Also, goals work
best if used in a constructive, nat a critical, manner.

Those holding government to account should
expect government agencies to adopt specific
targets that make clear 1o the public what
government is trying to do (including adaption
of a few streich goals that are challenging but
realistic) and what it is not trying to do. They
should not blame or penalize agencies for mi

b

Sludylng me patterns, Bes,
anomalies, and relatlonships reveals prablems
neoding attention and program successes worthy
of replication, Many useful measurements are not
Indlcators of agency performance, per se, They
simply serve to trigger focused (ollow-up questions
that lead to the detection of the underlying

causes of problems and progress. Unfortunately,
measurement is often primarily used to answer the
compllance-orlented guestion: “Did an agency or
program meet s larget?” It is (ar more censiructive
and effective when measurement is used primarily
1o answer performance-Improving guestions, such
as: “What works and Is worth replicating?® and
“What does not, that needs attention?”

Verbal Feedback to Unleash the Power of
Goals and Measures

Essential to cffective performance management
is not only quantitative (eedback in the (orm of
measurement but also verbal feedback. Well-
delivered vorbal feedback boosts confidence that
a goal can be met, stimulates ideas and specific
plans about how to meet it, and reinforces the
importance of specific goals.

Interactive Inquiry
When cooperation among many parties is needed

targets, provided experience-Informed, cogent
strategles have been developed and implemented
to meet the goals.

Measurement to Motivate, llluminate,

and Communicate

M 11 mol , il communicates,
and informs choice. Even without an incentive,
measurement motivates both organizations and
people because people enjoy a sense of accom-
plishment and take prido In a job well done.
Measurement tiluminates by identifying those with
better performance who provide a path forward for
thase wise enough to learn from the experlence of
others, Measurement communicates what works
and what doesn’t, speeding both the uptake of
elfective practices and the discard of ineffective
ones. Measurement 2lso informs both electoral
and consumplion choices, serving as a shorthand

to meet a goal or when relovant expartise exists
outskle an organizational unit, a forum that facili-
tates frecuent Inleractive tnquiry enriches the
performance-improving power of goals and
measures, These meelings provide an efficient and
effective forum for casing cross-organizational
cooperation, delivering feedback when more than
one person has information relevant to goal

allai nt, and oblaining quick s and
advice from managers, peers, and others In the
organization, For these meelings lo work, without
deteriorating into show-and-tell sessions or stifling
open and honest assessments, they should lead
with questions and not with answers, avoid blame,
and push for betier understanding of conditions
and causes, as well as specific action plans.

Cautious Use of Externally Provided
Incentives

.

language (acilitating ¢ lcation by
government and both its citizens and consumers
of government services,
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Inc in the form of externally
promised rewards and threatened penalties
can motivate, but they can also discourage and
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introduce unhealthy fears that compromise
discoveries that lead to performance gains,
Therelore, extrinsic Incentives should be used only
in a limited number of circumstances and applied
with great care, A reluciant approach to the use
of extrinsic incentives Is advisable especially for
individuals but alsu for organizations,

The Six Essential Practices for
Improving Performance and
Strengthening Accountability

The I8 | lal problems that can arise
when extrinsic incentives are inappropriately used
underscore the impontance of clartfying performance
accountabitity expectations, Even when incontives
are not explicitly linked to goal attalnment or
relative performance, problems often arlse because
thuse being measured fear such links will eventually
be made. To use goals and measures in a way that
improves societal results and srengthens democratic
accountability, what is therefore needed In every
public organization is a clear articulation and
understanding of performance accounlability
expeclations, Specifically, guvernment organiza-
tions and their managers should be held
accountable for six essential practices:

o Emphasizing outcomes, using speclfic targets:
using specific outcome-focused goals or
targets, a few of which are challenging:
establishing specific targets when they have
not been {ly set; and ¢ Icating
targets to the public.

*  Mcasurement mastery: using measurements
to gauge progress toward the targels; commu-
nicating measurements to those who can
influence progress as well as to the public;
and discovering what the measurements reveal
by organizing and studying them to look for
patterns, anomalies, changes, and relationships
in the search for what works, what does nat,
causal connectlons, and areas where more
understanding is needed.

¢ Delivering feedback: helping others in the
organization to set outcome-focused 1argets
(including a few ambittous ones), to belleve in
their own abilities to reach specific targets, 1o
find specific ideas and practices that enable
them to reach the targets, and to obtain needed

skills, resources, and authorlty to meet targets
or revise them to account for Implementation
obstacles,

¢ Assuring an ongoing venue for Interactive
tngutry: ensuring the existenco of a venue that
regularly engages others with expertise and
resources relevant to the attalnment of specific
targets in providing feedback, stimulating syner-
gistic thinking, sharing experlonce, planning and
coordinating actions, assessing implementation
effons, and updating targets and action plans
hased on the boest avallable evidence.

»  Cogent strategles: developing cogent long-lerm
strategles and shorter-term action plans based
on the best avadlable evidence and ideas.

¢ Implementaticn: implementing stralegic and
action plans and ensuring that insights from
experience are fexl back into the development
of targets, strategics, and activity selection on a
timely basis.

Will this prescription for performance management
accountability expectations, informed by research
{indings, work in practice? Evidence from numerous
government agencies suggest it can not only work,
but it can work in a powerful way with great
vutcome and accountability returns, 1t is evolving
in New Yurk City, Baltimore, the state of Washington,
the educatiunal system in Tennessee, numerous
United States federal agencies, and in the United
Kingdom and New Zealand.

There are promising developments on the political
front, as well. A small but increasing number of
elected executives—for example, the mayors of
Baltimore, Washington, D.C., and New York City—
have boldly arnounced speciftc outcome-focused
targets with deadlines, openly reported on progress
and problems, and won re-clection despite missed
targets. And while most legislative decision makers
at the federal level have ignored formal documents
related to the Government Perfurmance and
Results Act (GPRA) and the Program Assessment
Rating Tool (PART), many have in fact paid
attention to agency goals and outcome measures
when goals and measures are delivered in a format
that is relevant to them,

What is needed s a performance management
approach thit Is outcome fvcused, measurement
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PART and Performance Accountability
Expectations

The Program Assessment Rating Tool (PART) of the
U.S. Office of Management and Budgel appropriately
gives foderal agencles credit for many of the practices
[ led hore, including setling specific and
challenging goals, cinphasizing outcomtes, and
mastering moasurament, Two aspects of the PART
should be revised, however, 1o lessen the likelihood
of dysfunctional agency responses:

o OMH should not score programs low for not
meeling targets when programs have set chal-
langing, outc facused targuts,
progress, and Implemented what scemed like a
sensible strategy at the time the target was set,

»  OMB should not scure programs low for not
mueling largets they cannot control because
of legislative barriers, cven when an agency
has proposed corrective legislation to the
White House,

rich, and Inquisitive but not punitive. When
agencies adopt the six essential practices described
here, outcomes improve and accountability
increases, Outcomes rise because goals focus and
motivate, measurement reveals what works and
what doesn't, and feedback and interactive inquiry
inspire, inform, arxl engage. Accountability (and
democracy) increase because public antculation of
specific goals clarlfies what each organization will
do and what it will not do, allowing citizens and
thelr elected representatives to determine if the
organization is doing what they want it to do and
inviting them to use thelr electoral and adminis-
trative process voices to respond if they disagree.
Outcomes and accountability also rise because
goals, measurement, strategy transparency, and
interactive inquiry encourage Intelligent, honest,
and «iligent efforts.

1M Cuntwr tor The duninwes of CGewweutwnt
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Introduction

Governments in the United States and all over the
world have adopted laws and directives requiring
agencles to set goals and measure performance,
These directives have at leas! iwo purposes. They
seok to Imyg socletal vute growing the
go! thealth, safoty, well-belng, and goneral guallty
of life) while slowing the bad tharmful or unhealthy
events, risk-raising causal (actors, unnccessary costs,
wasted time, fraud, corruption, and incivility). They
also seek to srengthen government accountabitity.

There is general agreement about what It means to
improve societal oulcomes, although differences in
values and factual uncertainty often spur debate
about what constitutes a better outcome. In contrast,
a general notion of what it means to improve
accountability is less well understood.

What Is Accountability?

What exactly is this concept of accountability?
What does it mean to *hold someone accountable®?
What does it mean for government agencles and
ployees to be ar ble o someane and for
what and to whom do they need to accouni?
Presumably, it means in part the desire of citizens
and their elected officials 1o be able to identify
who ls responsible for an organization's outputs or
outcomes and for its successes and failures. But then
what? When people talk about holding someone
or some organization accountable, what happens?
One public 8 expert has proffered a
somewhat tongue-in-cheek answer:

I know of no definitive answer, ither
theoretical or empirical. But | bet | know what
the managers who are to be held accounttble
think. | bet they believe, from their awn

empirical experience, that “holding peaple
accountable” means that they when they fall
they are punished and that when they
succeed nothing significant happens.'

Unclear accountability expectations—who Is dccount-
able to whom far what and whal consequences arise
when accountability expectations ase not met—

are problematic because they introduce fear into
performance management, which is the use of goals
and measures to manage. That fear, in turn, creates
problems such as measurement manipulation, timid
1argets, outcome avoldance (resulting in an affinity
for output 1argets), and claim games where some
rush to claim credit for accomplishments while
others run from it, fearful of provoking resentment
among their peers, Occaslonally, measurement
systems even implod ingly overburdened

by thelr own weight.

These problems arise for three primary reasons:
vague accountablility expectations, inadequate
feedback and inquiry to probe the insights revealed
by performance measures, and misguided notions
of how and when o use incentives. Past experience
andl research suggests that many of these problems
can be averted, performance improved, and
accountability strengthened, but only If agencies
and their watchdogs adopt an inquisitive, non-
punitive approach to performance management.

Goals and measures are among the most powerful
performance-tmproving and accountability-enhancing
tools government has at its disposal. Even without
an explicit link to incentives, goals and measures
drive behavioral change both In individuals and in
organizations. Goals do this by serving as a focusing
point and by influencing atttudes, effort, and
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creativity. Measures do this by reinforcing goals, by
gulding the search for mote effective Interventlion
approaches, and by informing choices.

Goals and measures cannot serve this powerlul
function, however, unless used in an atmosphere

not overwhelmed by fear of penalites or even unfaie
rewattls. Such an atmosphere necessitates an attitude
change In the way government uses goals and
measures—one that Is active, not passive; one that Is
constructive, not crlitcal; ono that recognizes goals
and measures as a robust resource, not simply an
obligation to be generated (n rosponse lo mandates
fur performance plans and reports. When goals and
measures tre simply placed on paper but never used,
thoy are uscless. Feedbuck s essential to unleashing
their power, Feedback can be useful when provided
one-on-ane or delivered collectively, When delivered
In a way that stimulates ongoing exploration of
measurement implications among those with
expertise and the potentlal to contribute to outcome
gains, it illuminates, invigorates, enlists, and ultimately
Improves socielal outcomes.

The necessary attitude change starts with questions
such as: “What is working and merits replication?”
and “What is not working that needs attention?”
These questions contrast starkly with the initial
guestion more frequently asked by agency leaders
and influentlal observers such as budget analysts
and appropriators: “Did you make your target?*

The Instinct to hold people and organizations
accountable for meeting a target is strong, among
bath practitioners and academics. In 2001, fot
example, congressional appropriators cut bonuses for
the Natienal Highway Traffic Safety Administration
when it failed to meet some of its goals and threatene)

Goals and Targets

The tenns gowls and targets are used interchange-
ably In this repurt. Goals are sometimes seon as
mare general and targets as more spectfic, That dis
tinction is nut used consistently of rigurously here,
In part becauso that distinction does not consls.
tently appear in the English language and because
thuse secking to establish a common nemenclature

for perf @ n (tor ple, the
Guvernimental Accounting Standards Board), do
not make that distinctlon, Individual organizatt

may wanl to agree on a common terninology, but
the ahjective tn this report s to got key concepts
across, not to force a procision of language.

For goals and measures to realize their performance-
improving, accountabillty-enhancing potential,
though, nelther Indivicuals nor government organt-
zations should be help strictly accountable for meeting
all targets. What is needed Instead Is a performance
management system that anticipates missed targets
and occaslonal performance slippage. What is
needed is a system that recognizes that missed
targets arisc when programs set the sort of ambitious
targets that most effectively motivate performance
#ain and that fsctors beyond an agency’s control
sometimes drive performance downward.

This kind of approach can sustain a high level of
accountability despite its tolerance for missed
targets, It does this not by holding managers and
their organizations accountable for target attai

or even for steady performance climbs, but by con-
tinuatly holding them accountable for six essential
performance management practices:

1o cut bonuses for the Federal Aviation Administration
{FAA) and the tnternal Revenue Service.? Even leading
public management exports suggest that bonuses
should be withheld when targots are rot met:

If agencies give top managers bunuses even
when they don't meet GPRA urgets, they are
saying that other goals are mare important
than GPRA. With these decisions, the
appropriations [panel] is saying otherwise—
that GPRA is a key measure of agency
success, and there will be no bonuses for
managers that fall to meuvt GPRA targets.!

(M Contor kr Thw Bistnees of Conroutmnt

¢ A relentless focus on impraving outcomes with
clear, outcome-focused targets, a few of which
are challenging

¢ Mcasurement mastery
¢ Frequent feedback

¢ Interactive and ongoing inquiry to find what
works and what doesn't

o Cogent strategles and action plans
e Implementation

When agencles adopt this sort of inuishtive, non-
punitive apy h to perft '0 management,
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Accountabillty Expectations

A statement attributed to former New York Clty
Police Departmont Commissioner 814 Bratton cap-
tures this notion of accountability expectations:
"No one ever got in trouble if the crime rate wem
up. Thoy got In troublo If they did not know why it
had gone up and did not have a plan for dealing
with 1*

outcomes improve, accountabilily rises, and democ-
racy Is strengthened,

Organization of This Report

This repont explores and explains how agencles should
use goals and measures to engage the Intelligence,

i , and ¢ it of those In g

not terrify or discourage them. The report tdentifies
five building blocks integral to sustalnable, effeclive,
accountable performance management:

e Clear, measurable goals

e Moasurement to mativate, illuminate, and
communicate

¢ Verhal feedback to unieash the power of
goals and measures

¢ Interactive inquiry

o Cautious use of extemally provided incentives

The report explores what theory and expertence sug-
gest about the best ways to use these five building
blocks, distinguishing between practices likely to
advance outcomes and accountability and those
more likely to trigger performance-dampening,
dysfunctional behavlor. This report offers a new
notion of performance accountability, one that is
inquishtive and expects persistent questioning to find
program successes worth replicating and program and
socletal failures needing attention. It is an account-
abitity that leads with goal clarity, infermatton, and
analysis—and that encourages with insights and the
apportunity lo make a difference. It is also a non-
punitive accountability, employing sanctions only in
limited circumstances and as a last resort, recogniz-
ing that penalifes and even rewards often o not
affect motivation in the ways intended. When goals
are specified Inaccurately, the wrong kinds of incen-
tives chasen, or Incentives inappropriately linked to

who and what is 1, the mativational intent
of Incentives tends to backflre, Extrinsic Incontives
can discourage and even prompt chealing,
In limited circ , penalties,
and rewards can strengthen the performance-driving,
accountability-enhancing effect of goals and mea-
sures. It is often preferable, however, to let goals
and measures work on thele own without an explicit
link to Incentives, relying instead on intensified
attention 1o feedback and Interactive iitqulry.

1
es, Induc

Before examining the five bullding blocks more
carefully, the report begins with a brief discussion
of the oft-stated but seldom-defined term “account-
abHity” to clarify assumptions used in the report
regarding accountability expectations,

Changing Expectations of
Accountability

In 2004, the compiroller of what was then the U.S,
General Accounting Office (GAO) changed the
urganization’s name to the Guvernment Accountability
Office. The name change captured evolving account-
ability expectations taking place In governments
acruss the United States and the world, expectations
that include “belter performance” and “strengthened
democracy” along with fiscal and cthical integrity.

Historically, U.S. accountability laws, rules, and
policies have focused on fiscal and ethical account-
ability, following the trail of government money to
prevent “the politics of personal favoritism and gain
from meddling in the administrative decisions about
personnel, procurement, finance, and service
delivery.”* In changing the name, U.5. Comproller
General David Walker sought 10 emphasize a shit
in organizational emphasis (rom fiscal and ethical
issues to performance and demacratic ones:

After 83 years, the General Accounting Office
has changed its name to the Govemment
Accountability Office. Some might wonder why
GAQ felt a need to tinker with an institutional
Identity so strongly assaciated with government
economy, effictency, and effectivencss. But
our old name, as famillar and reassuring as it
was, had not kept pace with GAO's evulving
role In government, The truth Is that “accounting”
has never been our chief mission.

www I DesiS Reawnt.on

Stercotypes, huwaver, can be hard to shake.
Some college students we wore trying to
recrult mistakenly assumed that you neccled
an accounting degree to work al GAO. New
members of Congress, cabinet-level
officials, and prominent journalists have,
because of our name, thought that GAO's
main job was to keep the government’s
books. In fact, a recent crossword puzzle in
the Washington Post asked for a three-letter
term describing a GAO employee; the
answer was "CPA"

Acknowledging that *"GAQO primarily scrutinized
government vouchers and receipts in its early years,”
Walker observed that by the millennlum, fiscal auclits
constituted only about 15 percent of the GAO
workload.t The name change at GAO was intendud
ta reflect a shift that had already accurred, ane
focused on how effective government agencies were
in running programs (performance accountability)
and whether government programs addressed the
needs of saclety (democratic accountability):

Taday, most GAO blue-cover reports go
beyond the question of whether (ederal
funds are being spent appropriately to ask

hether federal § and policles are
meeling their objectives and the needs of
soclety. GAQ looks at the results that
depariments and agencies are getting with
the taxpayer dollars they reccive.”

That is not to suggest that performance and
democratic accourrtability substhute for Ascal and
cthical accountability. Instead, now accountability
expectations have been added to the existing ones.

The transition captured by GAQ's name change
suggests that four distinct accountability expecta-
tions currently exist for modern government
agencies in democratic systems:

o Flscal tabliity: Gove agencles will
spend money as authorized, with as little waste
and as efficiently as possible.

¢ Ethical accountability: Government agencics
will operate without conflict of interest, self-
dealing, other forms of fraud, or abuse of the
power of governmental authority.

[IIM Contwr e The Husiness of Covernent

¢ Democratlc accountabliity: Government
agencles will do what Its cltizens want and
need, engaging citizens and their clected
o tives In understanding trade-offs
and making well-infermed cholces amang
compeling priorities. Government agoncies
will also treat people civilly and courteously,
unless there are strong justifications not to, so
that peaple do nat resent or resist government
because it has acted in a rude, slow, or
inappropriate manner.

o Perf e tability: Ge
agencles and thelr employees will work ntelli-
gently and diligently to dellver effective and
cost-cffective gavernment programs.

These four distinct accountability expectations are
the unes used In this report to explore how agencies
can use goals and measures 10 improve outcomes
and enhance accountability.
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Building Block 1:

Clear, Measurable Goals

Guoals, cognitive scientists have confirmed, play a
remarkably powerful, performance-driving function.
President John F. Kennedy intultively understood this
when he Invited the nation In 1961 1o accept the
goal of putting a man on the meon In a decado:

“I belleve that this natlun should commit itsalf to
achieving the goal, before this decade s out, of
landing a man on the moon and returning him

Of caurse, goals do not ahvays drive performance
gains. To drive significant performance gains, goals
need to be specific and chaflenging, not general or
casy." The performance-triving power of a goal
can be further enhanced by making It public, The
driving power of a goal is reduced, however, when
goals are averly complex or when individual goals
are set rather than group goals when cooperation is

safely 1o the earth.“* K ly elid not tl

penalties, nor did he promise incentives when
announcing this ambitious objective, Stll, by
proposing the goal and asking Congress to fund it,
he inspired and challenged the nation 1o meet it

Simply stated, goals focus, energize, encourage
persistence, and stimulate discovery. Setting a goal
releases a remarkable intrinslc motivational foree in
peaple. Researchers have determined that goals affect
performance through (our mechanisms: a directive
functlon, an energizing function, persistence, anc
indirectly by leading to the arousal, discovery, and/or
use of task-relevant knowledge and strategles.® This
finding has been demonstrated in numerous and
repeated experiments across countries and even in
work with brain-damaged patients.'

Goals function this way not only for individuals but
also (or organizations. Whether set by an executive,
a legislative body, or the people of the organization,
goals also drive performance improvement in groups. "
It Is often suggested that goals are more effective
performance drivers when the team, group, or organi-
zatlon picks its own goals. In fact, group goal sctting
is not a necessity and In some cases can be a costly
enterprise. Both lled expert and retruspec-
tive studies indicate that assigned goals can be just as
effective as self-set goals, but only if those dolng the
assigning have the appropriate power and authority.”

led. Also, goals have little value if they are not
routinely articulated and discussed by organizaticnal
leaders, Finally, the power of challenging goals is
unlikely 1o be tapped when people fear they will be
penalized for not meeting them. Instead, goal setters
will tend to select less challenging goals, which
have a lower performance-driving effect.

Specific, Challenging,
Outcome-Focused Goals Drive
Performance Improvement

Goal specificity can be achieved by selecting
quantitative and cualitative characteristics that
refline a broad goal Into a specific target. Goals
are often refined into specific targets by indicating
characteristics such as quantity (whether absolute
or relative), time, place, population, or industrial
sector. Emt 1 by the R beating the
U.S. into space with its Sputnik launch, Kennedy
responded in 1961 not just by saying the United
States needed to build a strong space program.

He selected a target that specified time (decade),
place (moon), demographic characteristic (man),
and quantity (a man). Target quantification can

be absolute (10,000 currently obese children in
California will achieve and maintain a healthy
weight for their size and age, 99.9 percent of people
served by community water systems will be served
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by systems with no water-quality problems), relative
10 a standard (air quality In every U.S. community
will meet National Ambient Alr Quality Standards),
relative to the past {seat belt use will be 20 percem
higher nationwlide than the baseline established 20
yearns carlier), or relative to othens (our school will
perform In the top quartile of the state). Specific tar-
Bots energize more than general ones, because they
nat only direct attention but also narrow goals, mak-
Ing them feel more attalnable,

Challenging goals drive perfermance improvement
bucauso, porhaps counter to intuition, goal commitment
1s strengthened when goals are dificult and, more
intuitively, because people (and arganizations) work
harder when they are strongly committedt to a goal.'*
Goal commitment is further strengthened when
commitments are made public.'"® But what constitutes
a challenglng goal, a stretch target? Edwin Locke, one
of academia’s leading “goal experts,” has suggested
that a stretch target is one with only a 10 percent
chance of attainment.' Consider the *faiture rate”
implicatlons of that statement: Nine out of 10 times,
effective challenging targets will not be met! An
incentive system that penalizes Individuals and
organizations for {atlure to atlain all of their targets
will therefore primartly be punitive and undoubtedly
detract from the quility of the work environment.

Clearly, for ambitious targets to drive performance
improvemeny, they must be allowed to operate in

a climale that anticipales missed targets. Missed
targets must be viewed as an Indication of a healthy,
discovery-provoking, risk-tolerating enterprise. I

individuals and organizations meet all of their largets
all the time, it suggests the targets are too casy and
therefore not likely to tap the performance-driving
power of stretch targets.

More challenging goals trigger highly effective work
attitudes for groups as well as for individuals, stimu-
lating couperation and Irnovation, Researchers in
lab experiments have concluded: *Subjects in the
groups with the ougher task, compared te unes
with the casier assignment, put out more effor, took
mare lime to discuss how they would wark together
and what procedurus they would use, changed their
Individual and group plans more often, and shuwed
mare cancem far the quality of their work.”' Setiing
speclfic streteh goals unleashes the warkforce's
reservoir of skills, knowledge, and instincts, and
propels sustiined, deliberate, and recurring strategy
refinement to meet a goal, A specific, challunging
target encourages delivery agents to “draw from a
repertotre of skitls that they have used previously tn
refated contexts, and ... apply them to the present
situation ... and ... engage in deliberate planning to
develop strategles that will enable them to attain
thelr goals....”' In contrast, timid or casily met
targets encourage a culture of compliance and
control rather than one of creativity, leaming, and
rising performance,

Specific, challenging targets drive performance
whether they focus on individual tasks, outputs, or
oulcomes. Agencies (requenily achiove significant
improvements in processing times, for example,
when they set maximum allowable or average

when they are:

o Challenglng, but only for a few priarity goals.

Goals

Goals drive performance improvement and enhance accountablility even without a link to extrinsic incentives

o Specific, to focus and c icate where breakthrough progress is dostred, ¢ | progress Is sought,
steady state is acceptable, and slippage will be tol 1
* O f d wherever possibl ept in instances where resources or skills are inadequate to meet

the goal, In which case learning and capacity

R largets a1 approg
cnilary in nature, in which case milestones are appropriate,

, o where the outcome goal is

o Comstructively used by managers and others in the organization in a routine manner,

Group, rather than individual, goals shuuld be set when coopetation Is needed.

MM Contar fer The Mutness of Guveroment
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Case Study: Natlonal Highway Traffic Safety Administration Sets Specific,
Challenging Oulcome-Speclfic Focused Goals

Aftor passage of the G Perf and) Results Act of 1993, the Natlonal Highway Traffic Safety
Administration (NHTSA) andl its parent organization, the U.S. Ocpartment of Transportation (DOT), set an ambi-
tious goal of raising scat belt use to 85 percent by 2000.™ It chuse the goal because strong evidence indicated that
Increased helt use significantly reducos latalities and accident severity. BOT recognized that to attatn iis target, it
would need cooperation from states, localitics, and autoniobile drivers, all of whom it could influence but none
of wham It directly ¢ Hled). Yot | of the potontially high safety return on cach federal dotlar invested,
DOT took the risk of pursuing this ambitious targot dependent on so many uncontrollable factor, By 2000, the
agency had reached a 71 pereent use rate, up from 02 percent In 1967, tn 2001, it attained a 73 percent use rate,
By FY 2005, a nationwide B0 pereent seat bolt use rate had been achleved.” I missed the 85 percent target ft had
set, but haless achieved an unprecodented seat belt use rate.

The Incroase In seal helt use wis abvivusly achtevad not just by setiing the goal, which fucused amd encouraged
persistence, but by prompting a varlety of non-traditional agency actions to meet it It triggered (unding shifts
actoss DOT prograims, for example. In FY 2003, the Federal |tighway Administration directed funds from its budget
10 be used for state Incentive grants W help NHTSA wou state ind local cooperation, since the federal government
doos not directly enforce seat belt laws; states and localities do.?* Winning state and local couperation was not
enough to change outcomes, howover. NHTSA also needed to assist its servico delivery panners in understanding
how 10 change Jocal decisions and behavior, It tested and eviluated a seat belt use marketing campaign, then
promoted its uptake, acting almost as a franchisor,

Case Study: Ohio Environmental Protection Agency Sets Specific, Challenging
Response Time Goals

The Ohio Environmental Protection Agency found goal setting very valuable when it set a goal in 2000 to clear
out all administrative enforcement actions that had been in the docket more than two years. By the end of the
year, Ohlo EPA reduced the number of backlogged cases, some of which had been in the system throo to live
years, from 110 to 29, By the end of the second year, even with new cases, the number of cases exceeding the
war-year threshuld dropped to five. Al the same time, the average age of 2l cases on the administrative ducket
dropped from 475 days to 325 days.**

Case Study: Federal Emergency Manaﬁement Agency Encounters Problems
by Focusing on Tasks, Not Outcomes

Reluctance to deal with cutcomes, the prablems people face, proved a key weakness in the Fedetal Emergency
Manag Administration (FEMA) to Hurricane Katrina. Even when it was clear that the state and
local g wero overwhelmed by the magnitude of the | causedd by Katrina, FEMA leaclers In the
hurricane-ravaged area resisted whatever instinets they must have felt to fix the problems they saw. FEMA s orga-
nizad Into discrete lask groups, so the agency Instead responded only to specific task requests mado by the states
and localitics. The “not on my task list™ orientati lted in absurd situations, For ple, when the state
requested cots for firefighters, according W one sentor state official who went to help his colleagues in Louisiana,
“We got the 500 cuots, but that is all we got. We didn’t get any plllows or blankets.”?

While specific, challenging targets drive progress
toward any kind of goal, at some stage government
agencies need to adopt cutcome-focused targets.
When they fall to do sa, they inevitably get caught
on a treadmill managing what they do, rather than

response time largets (or a varicty of transactions,
Including correspondence, complaints, general
assistance calls to 311 or 800 numbers, permit
applications, and even enforcement follow-up.

www.hutinesaigenwrnaent o

Case Study: New York City Measurement Efforts Thrive When
Attention Shifts to Outcomes

Now York Clty was an carly adapter of performance measurenteni, begun alter the city's fiscal crisls of 1977,

to drive crime down 25 percent in two years, it d

Some clty agencics—such as the Sanhation Ocpartment, which hired observers 1o rate the cleanliness of cach
neighbothood—focused on outcomes. Mosy, however, did not, In 1994, when the New York City Police Department
adopted an outcome-focused goal to reduce crlmo. and then successfully used fresh and froquent measurement

| the power of ging with vutcome-fucused goals

and (K ly School of G

outcome-focused and
Accountability Statistics (Smith and (ulnkcr, 2003),

2001). This approach, known as CompStat, quickly spread from
police to other ngmclcs, with a similar positive effect on outcomes. Tuday, all city departiments are expected to use
now knawn as CAPSlal, which stands for Citywide

what they are trying to accomplish, Qutcomes tend
to fade from attention despite the fact that govern-
ment’s obsession with oulputs or processes, rather
than with outcomes, was a primary catilyst that
ted to the reform efforts requiring goal setting and
pesformance measurement.

Goals Communicale

The focusing function of goals serves not Just to
energize, hut to communicate. This is an especially
beneficial attribute when cooperation across large
organizations or organizational boundaries Is
needed to meet a goal. It is also useful as a means
to engage the public in the value-based decision
making that goal selting inevitably is. Specific

goals serve as a form of sharthand thal inexpen-
sively and concisely communicate where the people
of an organization should concentrate thelr effonts
and intelligence.’s A goal serves as a "guide for
direcling members’ actions and integrating their
moves.”” Il also serves as a form of shorthand for
communicating with those beyond organizational

L laries—to enlist assi ¢ and expertl

compel cooperation, and invite those in a democracy
to exercise their voice when they disagree with
targets that have been chosen.

The shorthand communication value of goals does
not help an organization, however, if it has loo
many of them. Governmeni agencies often find
themselves overwhelnted because they are expected
to do more than they can reasanably be expected to
deliver, Successive legislative balies and executives
often articulate their priorities through law and
policy directives, paying more ion to

legistation mity teem with muliiple objectives, the
result of political compromise that fails to recognize
(or chooses o ignore) the challenge it will present to
Implementing agencies, An abundance of goals,
even If not tnconsisient, overwhelm organizations,
defeating the power uf specliic, challenging goals,

That is not to suggest that an organization cannot
have multiple goals.” Effective organizations often
have multiple goals in a single time period; they just
cannot have too many chalenging goals. All targets
cannat be stretch targets,

Governmenl organizations can consciously use
targets as a shorthand communication (ool to
manage the problem of unreasonable expectations
by broadcasting relative priorities. Agencies can
specify streteh targets for prioritivs and where
innovation and experimentation are sought, arcas
where steady progress Is sought, areas where perfor-
mance can remain level, and areas where some
slippage will be tolerated. Agencies may want o set
less ambitious targets, for example, when evidence
suggesls legal requirements no longer have a signif-
icant effect on improving outcomes but legislative
lioddies have not yet eliminated the requirement.

Goal specification in strategic and annual plans can,
in uther words, be used as a mechanism for managing
the ingly unending d | on government
agencies to do everything with limited resources.©
By tnclusion and omission, the goals that an agency
includes in its sirategic and annual plans commus
nicate to the people of an organization and to the
public what an agency will do and what it will not

something new than reconciling with or cllmlnallnﬂ
what was proviously adopted. Even a single ploce of

LM Corntor ur Thw Business uf Goveriviwnt

do, gthening demacratic accountability,
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At the same time, If the targets In strategic and
annual plans are Inconsistent, the communication
value of goals is diminished. Thus, when the U.S,
Department of Health and Human Services set a
1arget in its FY 2004-2008 strategic plan of reducing
the propartion of Americans who are obese by 50
percent in 10 years (rom 30.9 percent in 1999-2000
1o 15 percent by 2010 but failed to include a
specific annual target for obesity in its annual plan,
it sent a confusing signal to the organization and
missed an opportunity to drive performance
improvement. Similarly, if specific, challenging
targets do not align with the toples belng regularly
discussed by management, the workforce lends (o
tose sight of the goals. tnstead, It shifts atientlon to
concerns managers are voicing,

Outcome-focused goals often increase the need for
cross-organizational collaboration. The need to
communicate the goals lo the public with a plan to
meet them often necessitates new Inler-organizational
arrangements. When the U.S, Depariment of
Transportation set a specific target of cutting railroad
crossings aceldunts in half within six years, for

le, it b d cc ton | the
Federal Railway Administration and the Federal
Highway Administration (FHWA) because FHWA
controlled the incentives that could get states and
localitles to make the problem a priority,

Establish and ¢ of a spectfic,
challenging goal can also enlist goal allies and keep
a problem that concerns the public on government’s
action agenda. The Kyolo Protacol, an amendment
to a United Nations treaty on climate change
negotiated (but not ratified) in 1997, established a

Goals Strengthen Democracy
and Accountability

Agencles can use specific targets to Inform the
public about what they Intend to do and what they
intend not to do. This Is an especially valuable ol
when an agency believes it has more to do than ils
budlget allows. Of course, the public and its elected
representatives may not always agree with govern-
ment’s cholce of specific targets. Numerous
democratic mechanisms exist, such as legislative
hearings and clections, which citizens and their
vlected rey ives can use to express support
for or displeasure with specific goals and suggest
changes. Legislative hearings do not always afford
the most conducive environment for discussing goal
appropriatenoss or refinement, however, and agencles
may find it hard 1o sort out political grandstanding
from genuine concern at such highly staged events,

Unguestionably, thuse in governmenl secking to tap the
power of goals and neasures to lmprove outcomes fare
better if they have thick political hides and anticipate
the legislative, media, and advocacy predilection for
criticism aver praise.* Government agencles may be
able to do more than develop a thick hide, however.
An increasing body of evidence suggests that agencles
can lessen beatings and enhance accountability by
consiclering the Interests of, Informlng, :md cngaging
specific audiences. Few | e , or
advocales have elther the experietwe o education In
management methods likely to make them familiar with
arguments for setting specific, challenging srganizational
Huals ambitious enough to result in many missed

specific target for each developed country to cut
overall emissions of greenhouse gases by at least

5 percent below 1990 levels (by 2008 to 2012,) The
Protocol Hlustrates the performance-driving power
of a specific, challenging goal. Even without belng
legally enforceable, the goal's continued mention in
the media, by other , and by org; |
political players is keeping the Issue on the policy
agenda, demanding attention even in countries that
have chosen not to ratify the trealy (mast notably
the United States and Australia).

Case Study: Missed Targets Not a
Problem for EPA on the Lower
Charles River

The U.S, Environmental Protection Agency failed
to meet an ambittous local goal that the Lower
Charles River in Massachuscits would be swimma-
ble in 10 years, a goal It set in 1995, Yel it encoun-
tered little criticism from the local community and
media when it failed to make its 2005 target, most
ikely because of its Ined 10-year ¢
to mmlng the goal and the way it informed the
about ity i hether or not they
wovked, and it updated ncllun plans.?
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Case Study: Missed Targets a Problem for NHTSA Under PART

The National Highway Trafite Safety Administration got *dinged” by the Office of Management and Hudget (scorlng
*Sinall Extent” rather than “Yes™) in its Program Assessnient Rating Tool, or PART, process for not making consistent
progress toward its goal and for not meeting every annual target:

Over the long-teim, the program has demonstrated progress toward achicving bs long-term goals, as the
highway fatality rate has decreased from 1.75 (atalities per 100 million VMT {vchicle miles traveled] in

1992 1o 1.50 In 2003, Howaver, NHTSA has aot shawn significant progress and did nol meet the targets
over the past theee years. For the past two yoars, the rate has stayed the same—1.5 highway fatalities per

lnrgets. Arguably, then, agencies could benefit if they
try to discuss with legiskators the motivational value
of setting challenging goals and thus the implicit
need to tolerale goal non-attainment in venues uther
than televised hearings.

Agencles may also want to create explicll mechanisms,
such as open meetings, to discuss goal selection,
Mayor Anthony Williams of Washington, D.C.,
launched the D.C. Scorecards, his goal-selting and
performance-measurement effort, with a citywlde
forum of citizens to discuss city prioritics. Used this
way, speclfic goals not only drive performance
improvement, but strengthen democracy and
accountability as well.

One factor that threatens to tamp down U.S, federat
agency adoption of ambitious targets is one aspect
ol OMD's annual Program Assessment Rating Tool
(PART) scoring process, an Integral part of the budget
process. Most aspects of PART have had a positive
effect, pushing agencies to adopt ambitious targets,
including rewarding agencies that adopt ambitious
long-term and annual targets with a “yes” score on
two questions. PART penallzes the same agencies,
however, when they do not attain all of those tar-
gets, inevitably frustrating agencies who genuinely
appreciate the value of setting challenging, realistic
targets. If not adjusted, the expectation that agencles
will set ambitious targets and meet all of them or gel
penalized In the PART scoring process will undoubt-
edly prove confusing and frustrating to many agencies.

Cautionary Considerations

Specific, challenging goals aro powerful tools that can
drive perfermance Improvement and enhance account-
ability, but only If used and only if individuals and
agencles are not penalized so sarlously for missed targets

A Contor tor The Ousiness of Cewwrretwnt

that they refuse to set ambitious, outcome-focused ones.
Specific targets also have limited value if they are
conflicting, confusing, or so numerous and unconnected
that they are ignared, Researchers have identified several
additional cautionary conditions that can interfere with
the performance-driving potential of goal setting:

¢ Alack of supervisory support for goals
undermines employeo interest in them.™ If
organizalions treat goals merely as wors on
paper, used in strategic and annual plans but
never mentioned by managers, few in the
organizalion will pay ion to them.

o Assigned goals can be as cffective as sell-
selected goals, but not If assigned tersely
without explanation of purpose or raticnale.”
Even for outcome-focused goals where the goal
itself reveals the purpose, a rationale explaining
why a specific larget was chosen over others
can enhance commitment to the goal.

o Il atask is overly ambitious and so complex
that It makes people anxlous and confused, it is
better to break the goal down into component
parts or to set specific, challenging learning
goals tnstead of vutcome-focused ones.

* If a government program lacks data to measure
outcomes, staff to analyze data, or contracts to
hire needed expertise, then it can be more
appropriate to set challenging initial goals 10
acquire those capacities than near-term
ocutconte largets.

¢ While a few goals should be challenging, they
must also be reallstic, taking into consideration
available resources, skills, and authortty.’®

¢ When cooperation is needed to accomplish a
task, group goals are far more effective than
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Indivicual goals, Indeed, when cooperation Is
needed to do the job, individual goals prove
Inferior not just to group goals, but to no specific
goal at all, Individual goals can work when
combined with group goals, however, provided the
objective is simple enough that group goals can
accurately be broken down into individual goals.”

¢ If goal commitment conflicts with workers’ bellefs
and prior behavioral practices, cognitive disso-
nance sets In. Workers will try to restore consistency
by changing either their beliefs and behavior or
their goal commitment. Strong goal commitments
can shift beliefs and behavioral practices,*©

Summary and Implications

In sum, setting specific, challenging goals is a pow-
erful, performance-driving tool except in instances
where resources or skills are inadequate to meel the
goal, in which case it is better 1o break the challeng-
ing goal into mare manageable milestones, includ-
ing near-term learning and capacity-building goals.
In setting largels, care must be taken to provide
clarity of rationale and purpase; avold complexity;
select targets that are reasonable In the context of
available resources, skills, and authority; ancl resist
individual goals when group cooperation is needed.

Specific goals are also an effective mechanism for
enhancing democratic accountability. They start a
conversatlon with chizens about whether or not an
agency has adopted the right priorities.

Guoals do not need (o bo linked to any incentive—
rewards or punishments—lo be effective. Indeed,
linking Incentives to extrinsic rewards or punishments
can Interfere with the performance-driving effects

of a goal, a toplc explored more fully in the section
*Building Block 5: Cautlous Use of Externally
Provided Incentives.” Specifically, if those selting
targets fear the consequences of missing them, goal
setters are more likely to select targets they can cas.
lly attain, forgoing the performance-driving potential
of challenging goals.

To be useful, goals do, however, need 1o be used.
And they need 1o be used in a constructive, not a
critical, M A d goals mistead the
public and compromise one aspect of democratic
accountability—that the public knows what
government Is trying 1o du. Therefore, managers

should Intentionally employ goals as a tool to
stimulate performance gatn, And legislators, budget
offices, oversight agencies, and the medla, in thelr
quest for accountability, need to allow agencles to
set and fail to meet specific, challenging, outcome-
focused goals. If they do not and instead continually
criticize agencies when goals are not met, it will
interfere with the potential for goals to drive
constructive change.

Specifically, to bring goals alive, they must be
C panied by feedback.* Managers need to
ensure that workers are provided that feedback.

For goals to be effective, people need
summary feedback that reveals progress in
relation to their goals. if they do not know
how they are doing, it is difficult or impos-
sible for them to adjust the level or
direction of their effort or to adjust their
performance strategies to match what the
goal requlres. if the goal is to cut down 30
trees in a day, people have no way o tell i
they are on target unless they know how
many trees have been cut. When people
find they are below target, they normally
increase their effort or iry a new strategy.*

Without (eedback, people and groups tend to
betieve past practices were mory effective than they
in fact were, prompting them to set overly ambitious
goals and then invest in wasteful stralegies to meel
them.*' Feedback comes in two forms which tend

to be compl ary: 1 and verbal
feedback communication discussing progress toward
a goal, These are the next two bullding blocks o
which we turn our atiention.
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Building Block 2:

Measurement to Motivate, Illuminate,

and Communicate

2

1k

vy

Measurement is a quantitative form of f k
Conversations about progress encourage people to pay
attention to collected measurements and reinforce

1 also moti because
relative 1o the past and relative to peers can serve a
goal-setting (unction. Besting the prior year's accom-

commil to the goal. M bles indi-
viduals and organizations to assess progress In rela-
tion to goals and adjust the level or direction of their
effort as well as thelr performance strategies to match
what the goal requires. M is gthened
when reinfurced by discussions exploring specific ways
to advance toward a goal. Some goals such as landing
a man on the moon in a decade may be so unitary in
niture that measurement of progress Wward the goal
may not be appropriate. In those situations, milestone
tracking, analysis of precursor and other contributory
, arxl discussions of progress toward
the goal encourages persistence. Both individuals and
organizations need feedback to tap the peformance-
driving power of goals, This section discusses how
measurement improves outcomes and strenglhens
accountabifity; the next explores verbal feedback

plishments can be seen as a dynamic mechanism
that continuatly updates specific goals although not
always challenging ones) and thel continually
molivates because of the natural instinct to want

to do better. In other words, even without a spe-
cific target, trend measurement sometimes plays a
performance-driving role hecause past performance
functions as a de facto goal. For both individuals and
organizalions, past performance mativates continual
improvement for any trend that is both measured
and discussedd.* If a performance trene is measured
but not discussed, however, and 1s one of so many
measured outcomes that atlention is not naturally
directed 10 1, past performancu Is not Hkoely to moti-
vate perfurmance Improvement,

{.

The motivational force of peer performance is some.

Measurement functions in four distinct ways to drive
porformance and enhance accountability. Measurement:
*  Molivales

o llluminates

¢ Communicates

s Informs individual choices

Measurement Motivates

People and organizations like to do well. Therefore,
because measurement cnables people to see huw
well they are dolng and adjust their activns accord-
ingly, measurement motivates them to work harder
lo achteve specific goals even without the explicit
promise of reward or threat of punishment.
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what more complicated. Sometimes, peer performance
functions tn a manner similar to past performance,
with best performers setting de (acto goals in the
absence of explicit targets,* Other times, however,
psychologtcal reactions to comparison, competition,
and relative pusition interfere with performance-
improving aspects of Thereft heth
or not peer performance serves as a motlvator is sit-
uational.* it depends on how those being compated
react to comparison, the explicitness and competi-
tiveness of the comparison, the culture of the orga-
nization, the political strength of those who fear
faring poorly, and the faimess of the comparison.

It also depends on links to rewards and penalties,

a topic explored more fully in the incentive section
of this repont, starting on page 39, Therefore, great
care must be exercised when using comparative
measurement lo motivate performance improvement.
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The remainder of this discussiun on the motivational
valuo of lores the

nuances that need 1o be understood to use compar-
ative performance as an effective motivator botk for
Individuals and for organizations,

The performance of individual leader essentially sots
a specific, challenging performance goal In an ungolng,
dynamic manner. Goals set by peer leaders motivate
some people, but peer comparlsons discourage others.

Cven when comparative information is kept private
{each person knows hs or hor Individual score and
performance refative to others, but Individual infor-
mation is not shared even among those being
compared), comparison can depress the Inclination
of some Individuals to do well.* Individual perfor-
mance can actually decline with comparison.* To
ensure a positive effect from comparison, the not

One form of comparison, ranking, can be particu-
larly irksome. Rankings list campared panties In
orcer, from best to worst or visa versa, rather than
displaying rosults alphabetically or In some other
manner, Ranking not only intensifies the distaste-
fulness of comparison (or those discouraged by it,
it also Intraduces another problem because of the
large number of Individuals who overrate their own
performance. People instinctively compare themselves
with une another,* tend to overrate thelr own

f e," and get discouraged when glven
foodback that reveals their performance was worse
than they belteved, “Survey evidence consistently
shows ... that some B0 percent of us think we are
better-than-average drivers, and that even mere of
us think of ourselves as mure productive than the
average worker.*" In other words, people in every-
une's hometown are like those In Garrlson Keillor's
Lake Wohegon, *where all the children are above

* O imaling one's abilities is not a

effect of comparison would need 1o be d ined
for cach situation.’®

Anather way to accommodate differential reactions
lo comparison on individual motivation (without
having to calculate the net effect for each situation)
would be to create opt-in comparative opportunities,
letting people who are motivated by comparison
sell-select into it. A specific form of comparlson,
overt competition, not only helps some individuals
thrive, it tends to lead to better performance by
winners.'! As in athletics, competition establishes
higher and higher challenging targets for everyone,
although only those who seek to be front-runners treat
the very highest performance records as relevant.™
Opt-in competitions would therefore, arguably,
create a “trickle-up” effect.

People often opt into comparative situations through
career selection. Many who select sales as a profes.
sion, for le, thrive on comparative environ-
ments.*” In contrast, people who choose gavernment
as a career are less likely to be stimulated positively
through comparison.* To engage people in govem-
ment who thrive on comparison and to achieve

the breakthrough perfurmance levels competition
can spur, government should experiment with opt-
in opportunities for comparlson and competition.
This would avold discouraging the many people in
government deterred by comparison but capture the
“trickle-up® effect of those motivated by it.

problem, per se, because people tend 1o perform
better when they have confidence in their own
abilities.'® It hecomes a problem if people get
discouraged when they underperform their own
self-expectations.” Since only about 50 percent of
people can perform above average (or, more
precisely, above median), a non-trivial number of
people who consider themselves “above average”
(about 30 percent of drivers, for instance) are likely to
be sumprised and disappointed by their poor relative
ranking. And since disappolnted people tend to
recuce their work effort,* ranking everyone is likely
to cause many workers to perforn worse than they
otherwise would have had they not been ranked.

To lessen the potential for discouragement, ranking is
likely to be more effective if used primarily to identify
the perfformance levels of leaders. Leaders can be
chosen among those in a similar "pond” or “league,”
0 thase being measured see the leader’s performance
as relevant to their own.® Al the same time, in choosing
relevant leaders, caution needs to be exercised not to
choose those too close, because negative reactions
tend o intensify when people compare themselves to
thuse who are more proximate.

Another way to lessen the Intensity and potentially
discouraging effects of comparison on Individuals
while not losing its goal-setiing, performance-driving
value for everyone Is to inform individuals privately
abaut their own perfurmance levels (but not their

www sl sl e inent o)
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rank), group averages, and the | e levels of
the leaders. This approach Is currently being used In
public schools In Tennessee. The slate organizes and
analyzes performance clata for four discrete perfor-
mance units: distrlct, bullding (school), teachor, and
stuclent. Each leacher and his er her supervisor are
provided data comparing the teacher’s performance
1o the district and state average. To protect the privacy
of other teachers, they are ot given thelr pefformance
relative to the schuol average. By law, no one but the
teacher and the direct supervisor may oblain teacher
perfonmance Informatlon, although somoe teachers
voluntarily share 1%

Organizational peer comparisons function somewhal
as they do for Individuals, but with some important
distinctions because individual psyches are not so
much at risk. As with individuals, some organizations
sce themselves as leaders and are spurred to higher
heights because of comparison. Kennedy was
spurred to set his “man on the moon in a decade”
goal because Russia’s leadership in space had
embarrassed the United States. Similarly, compar-
ative International statistics showing the relatively
poor standing of the Untted States in international
math and science lests relative to ather developed
countries successfully prodded policy and prog
changes.™ Some localities, such as San Diego County
In Califomnia, Fairfax County tn Virginia, Montgomery
County In Maryland, and the City of Charlotte In
North Carolina, similarly see themselves as eaders
and strive for national leadership recognition.

Whether or not organizations have a “drop-back,”
petformance-depressing effect from comparison
stmilar to that evident in individuals is less clear. it
Is hard to imaginte a private, for-profit organization
overtly resisting comparison, because comparison
and competition Is the conceptual premise of a free

market economy. (L is less difficult to imagine an
aversiun o comparisun amung not-for-profit or
governmental organizations, which see themselves
as noncompetitive almost by definition, Certatnly,
state and local agenclos froquently espouse that
aversion, except in the economic development arena,

What Is less abvious Is whether the espoused resistance
to omganizational comparison Is accompanled by the
sort of performance-dampening effect evident In
Inclividuals. Reportedly, In some cases, poor relative
pcrformnnce lrlggcrs the opposite reaction: self-

, perl se-Improving effons, Leglslators
In statos ranked at the “back of the pack” In
Governing magazine’s Government Performance
Praject have used thelr low scores as ammwnition to
push legislative changes in thelr states,* Similarly,
external advocates routinely use rankings, such as
biggoest polluters, highest teen pregnancy levels, or
wuorst education scores, lo press (or (and sometimes
win) needed changes In specific areas.* Whether or
not some states get so discouraged that they drop out
as s the case with some individuals, is less clear.

1

Multidi ional ranking,
can be problematic motivators fort holh indivicuals and
arganizations if performance lor each of the underlying
factors that constitute the basis for comparison are not
distinctly reportedd and vasily accessed. Without that
specificity, multidimensional rankings send confusing
signals ibout how thuse being measured can improve
their performance. Moreover, when made public,
they simply embarrass poorly ranked parties without
providing a clear path forward for improvement.

Unless the factors used in an index are based on
research or compelling logie identifying the precise
combination of past practices that contributed to
successful outcomes, multidimensional ranking or

)

and published, on an annual basis, teams of lables

Case Study: NHTSA and the Federal Highway Administration Organize,
Analyze, and Disseminale Dala

The Natlonal Highway Traffic Satety Administration and lhc Federal | lighway Administration have long g

charg

They do, | , support pH ance |
power, rather than motivational value, of

mlc data on ditfetent outcomes, such as accident rates Invulvlng bicycles and other pedaleycles, as well as

s | to affect uutcomes, such as population levels and the number of vehicle miles
traveled. Tho tablos neither rank states nar try t cembine multiple outcomes Into 0 single outcome Indicator.
thanks to an org hasis on the ill d

tive state i, The lables pmvk(u

B

a subject explored moro fully n the next section.
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grading systems are simply subjective, They will not
necessarlly Improve peformance even if they success.
fully stimulate copycat behavior by those seeking to
fare better the next time around. Multidimenstonat

comparison can be more effective and falr if rated

indivicluals or organizations can leam precisely why
they scored as they did, with comparative information
on each factor that made up the combined indicator.

In sum, measurentent can motivate even without
incentives, When a goal exists, measurement
functions as feedback that can inform specific future
actions to reach the goal. When goals do not exist,

can also motivate by setting de fucto
“better than the past” goals. Comparative measurement
can motivate as well, but can also have offsetting
effects among thase discouraged by or reseniful of
comparison, To lessen the prospects from problems
assaclated with comparison, several specific alterna-
tives have been suggested:

s Opt-in public comparative opportunitics,
especially for individuals, may motivale more
performance gains than involuntary public
comparison, which can trigger self-protective,
unproductive responses.

»  Ranking is useful for idenifying individual
performance leaders as bonchmarks for study,
for illuminating a path ferward for others, and
for identifying thuse noeding the most assis-
tance, Hiding the identity of those belng ranked,
even for those who rank highest except when
they have agreed to have their identity revealed,
lessens comparative tensions,

o Multidimensional comparisons of individuals
and organizations should reveal, privately for
individuals, how cach perdormer fared on each
dimension of performance used as the basis for
comparison, This is essential for the multidimen-
sional comparisons to motivate Improvement.

C i 1, ranking, and grading can
create other problems, as wu[l. and caution must be
taken to avoid them, Comparative meast

Irritate those being compared when they feel the
process and criteria used as the basis for comparlson

Great cate needs to be taken to use accurate tnfor-
muation not Just for public comparisons, but to gulde
decistons about which programs (or praviders) to
continue and which to curtall. For goals and measures
to improve perfurmance and enhance accountability,
government agencies need to make data accuracy

a goal, and then invest in, measure, and publicly
report on progress toward the data accuracy goal.
When selting the goal, however, 100 percent
accurate data Is seldom needed. The data accuracy
goal should support the intended use of the data.
Data for illumination purposes, used to trigger
focused follew-up, does not need to be as accurate
(and therefore as costly to generate) as cata used as
the basis for reward or penalty.

Measurement Illluminates

As has been suggested in the previous section, mea-
drives perf (X! not just
by awakening lnlrlnsic tnstincts lo do better, but by
{lluminating a performance-improving path forward,
shining a spotlight on problems needing attention,
and sparking insights or questions. In many cases,
comparative aspects of collected data—relative posi-
tion, clusters or patierns where one group has signif-
Icantly different measurement vatlues than othors,
changes in 1t values relative to the pasi,
outliers where a measurement value is extremely
different from others, anomalies where the measure-
men value is different from what was expected,
direction changes, and sudden speed-ups or slow-
downs—guide the search for problems and prog-
ress.® Of course, analysis that finds or confirms
relationships among measurements Is also important,
Comparative information sometimes reveals solutions
worlh replicating or problems need! |
Other times, comparative measumnwnl triggers
focused follow-up questions, narrowing the search
for causes of problems and more precise, effective,
and cost-effective problem comrections.

FPerformance leaders not only set a bar for others to
mee, they also provide experlence others can study
and replicate, providing a path to better performance.

Performance laggards, it contrast, signal a need for
ion, whether the pedformance lag is relative to

arenolfmr"l'ormtyono hether individuals or

fpnt] —

+

people, conditions, or events. That the

comy me, is

rather than perfi i ing when

chosen as the basis for comparison are inaccurate.

L]

United States ranks only 19th among countries in life
expectancy for women and 25th for men, for example,”

www husinestolgaver awnt o

25

du thay, it enlisted states to pantici inac

Case Study: NHTSA Searches for Successes

The U.S. Natlonal Highway Traific Satety Administration INHTSA) continually scans accldent data gathered from
states to discover successful models. For example, through its ungoing scanning cfforts, NHTSA found a program
in the state of North Carulina (borrowed from Canada) that increased seat belt use, a practice prior measure-
ment of acctdonts had revealed to be effective in culting the soverlty of accident consequences. After detecting
the succossful Nuflh Carolina program, NHTSA then needed to test its applicability in other communities, To
study. Sonte states lully implemented the adapted North
Caroltna approach, which NHTSA dubbed the “Click It or Ticket” program; some tested their own method to
Increase seat belt use; and a contrel group did nothing. All states agreed to use a common method to measure
soat belt use: Obsarvers stood at husy intersectinns bofore the campatgn was slarted and aftorwards and counted

ool

seat belt wearers as a percentage of all car | R

Thec experiment sh
in seat belt use antong states using the North Carolina-adapted NHTSA approach compared to states using other
approachos and lhn contrul group. Scanning performance data from lho states detected 8 possibly successful pro-
firmed i1, Once ¢

J a significant |

gram. A ¢ d expetiment
for all states to change thelr practices.

J, @ compelling argument coukl be made

despite having the 4th highest gross national income
per capita™ suggests a problem needing attention.
The U.S Department of Health and Human Services
recognizes the problem in its Healthy People 2010
publication. It is now begtaning to “drill down” to
understand the causes, looking for variations in life
expectancy rates by income, race, and gencler that
might explain the causes of the United States’

[ ively low ir ional status.

Dala anomalies, unexpected measurement readings,
can also direct the search for problems and progress.”!

Measurement outllers can often be mere siatistical
arlifacts, but they shauld not be completely disre-

garded because outliers can also be revealing. Agencies
that measure the timeliness of responses (o applica-
tions, permits, correspondence, and other queries have
discovered the value of studying situations associated
with the longest response times to understand why they
happened. This underst g then informs the design
of preventive strategies to lessen repeat occurrences.

Clusters of problems, where one place, kind of person,
or kind of organization has a higher frequency of
unwanted events thin others, can also lead to detection
of problems and sulutions,

Measurements gathered for short-term ot what some
have characterized as street-level decision making

led their mot

entist studying state experl

Cast Study: NHTSA Searches for Problems and Factors
That Affect the Magnitude of Consequences

The U.S. anlonal High\vay Trafftc Safcty Administration INHTSA) also scans comparative data to find societal and

h analyzes annual tralfic accident siatistics, for example, to {dentify the most
comimon causes of traffic accidents, cspecially high-cost accidents. lis scanning cfforts brought its attention to nistor
cycle accldents, especially accidents involving motorcycle ridens not wearing helmets, as a priorlty trafiic safely problem,
Understanding this, NIHTSA wanted to understand how laws affect helmet use and accldent consequences, so
I( began tracking the number and characteristics of helmet laws tn cach state. When two states, Kentucky and
le helmet laws In a time potiod whon other states’ helmet laws remalned
unchanged it provided NHTSA the opportunity to compare changes in fatality and injury rates associated with
matorcycle helmet laws, NHTSA commissioned o study 10 compare the fatality and Injury ratos in the two siates
tu the rate of change In other states. The study found that Kentucky and Loulstana had significantly higheor tnjury
and fawality rates than other states, which experienced only a slight increase in fatality rates and a slight decrease
in injury rates during the same period. By routinely tracking state laws, NHTSA was able to leam from a natural
expertmoent that often arises when siate laws change.”” With this sort of comparative analysis to find problems and
safcr practices, NHTSA realizes the enonnous value gatned when foderal agencles step forward to fill the role of sci-
Brandels's viston of the states as “laboratorles of democtacy.” Too often,
despite the much proclaimed value of states as laburatories, the lessons are lost because the sclentists are missing.

(M Contar e The Huained ol Covernnwnt
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started cotlecting hly water-quatity

be explatned by | { discharge |

Case Study: EPA Learns Lessons from Anomalies

An anomaly [n collected data helped the U.S. Environmemtal Protection Agency (EPA) detect a previously unknown
problem, find its cause, and then craft an offective solution that not only impraved water guality at the site where

the original measurement vccurred but at other similar sites. A local watershed association for a river in Massachusctts
lings for 37 polnis alung the 80-mile stretch of the river and posting #t

on its welnlte, This made it possible for the reglonal EPA office to obtain and study frequent, up-to-date water-quality
data, When EPA detected an anomalous vcadmg, a downstream reading wone than an upstream one that could not
the two

follonw- -up question: Whyt

EPA and clty officlals walked the pipes of the sewer systems between the two monttoring points, and discovered
a facility lllegally hooked up to the storm sewer instead of the sanitary scwer, causing raw waste t discharge into
the vm-r. In other Mll(ll measurement helped the agency detect a problem and triggered focused follow-up to

1 iis cause. S in EPA then suggested lifting sturm sower drain caps on dvy thys to look for running
water, leading to the discovery of numeruus other Hlegal hook-ups, A blom, triggered
focused follow-up, and stimuleted wreative thinking about additiona) problem detection mt.-lluxb Using enforcement
warnings, enforcoment actions, and other tools, EPA then compelicd the illegal dischargers to climinate ilfegal

connections. M also led that the solutl
dramatically in a five-year petiod.”

g points, it trggered a simple but focused

EPA tried were effective, Water quality incroased

can also support longer-term evaluations such as
retrospective regression analyses to confirm working
assumptions, provided the collected measurements
are well organized and disseminated so researchers
can readily access them,

In sum, meast can illuminate as well as
motivale, Studying provides a p

ful toal for detecting problems, causes of problems,
and technically effective and efficlent solutions, While
measuroment relative to a goal is motivational, it

is measurement relative to the past, peers, and other
situations that reveals the greatest performance.
improving and accountability-enhancing Insights,
The challenge with X l|Il‘ll, 1s to create
a culture that encourages ¢ i
lo iltuminate solutions, detect pmblcms, and |)osi-
lively motivate, while discouraging dy I

Measurement Communicates

Measurement communication can also be a powerful
performance-driving, accountabitity-enhancing tool,
M C ication enhances accountability
by reporting progress to the public and revealing
problems competing for public atention and
resources. Communicating measures Improves perfor-
mince by pronoting successes, alerting people to
problems, and providing a shorthand language to
support multi-party outcome improvement efforts. It
can also improve performance by focusing supervisory
altention on ways to improve performance rather than
on debates about whether or not problems exist,

Public reponting of measurements indicating
progress relative to targots enhancos performance
accountabllity by communicating how weill

uses of and responses to mc:nuremenl.

B¢ has accomplished what it set out to do
an(l by identifying where it encountered problems.

Case Study: Coast Guard Detects and Diagnoses Clusters

The U.S. Coant Guard marine env! | protection |
nulsance (water) species. The Texas ficld offfce studied characteristics of oil spill patterns and noticed that most
of the spills accurred at night, Since all Inspactions occurred during the day, this finding immediately suggosted
a program change—shliting some inspections to the ovening hours. When the Coast Guard tried thls, the number
of oil spills diopped (a fact the Coast Guard could detect because it routinely counts oil spills). By studying the
data, the Caast Guard found a problem. The data also suggested that 3 solution it tested was effective and worth
trying in other arcas where similar nighttime spill patteens are found.

gram counts oil spills, chemical spills, debrls, and

A Conter tor The Dusiness of Cenernenent
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Public reporiing of measurements also helps govern-
ments select targets, Detecting a problem does not
{Imply that the problem should be fixed, however,
nor does detectlon of a solution necessarily wartant
replication. Those decisions depend on other
demands on organizational resources. Along with

¢ icating 1o the public,
y,uvemmem should then communicate which
it Intends to address by the targets it sets

.md by omisston, which it will not.

Mcasurement transparency lets citizens and their
elected officials determine whether they agree with
the priorities government agencies have chosen.
Even if an agency has not adopted a specific target
for problems such as obesity, water guality, or the
crime rate, reporting trends in these areas provides
the communtty with better information about
problems needing attention and the priority-setting
trade-offs government is making, giving citizens the
opportunity to dissent if they disagree.

It is often asserted that what gets measured gets
managed. That s clearly not always the case.
What is clear is this: That which is measured and
publicly reporied is more likely to ripen the policy
stream and appear as an action llem on the policy
agenda than that which is not.”* Simply stated, that
which s not Iis hard to address In an
offective manner, Even when it has not set explicit
targets, government communicates 1o the public
the socletal and program issues It is monitering by
sharing the data it collects. Measuremont commu-
nication is therefore a key aspect of democratic
accountability, Without publicly reported
measurement information In areas of concern,
public policy and management attention will
naturally drift to areas that are measured.

What If Government Fails to Measure a
Problem or Communicate lts Findings?

Using the legislative and other public comment
processes, the public should pross for well-
communicated data in arcas of cencern, even
when no specific targets have been set. When gov-
etnment refuses to measure a problem, advocates
shauld (and often do) secure the resources to make
the case for guverniment attention to the Issuc.

Measurement communicatlon also supports perfor-
mance Improvement by premoting problem finding
and problem fixing, Mcast 1t communicatlon
can bolster efforts to find common patterns of
problems needing attention. When the Texas fleld
office of the U.S. Coast Guard marine environmental
protection program found that most spills occurred at
night, it coukl then alen other field offices to look for
similar nighttime spil pattems. Measurement
communication can also promote pedformance
impravement, especially when it is integrated into
{l-packaged, ich material such as
NHTSA's “Buckle Up America,” “Click It or Tickey”
and “Operation ABC—America Buckles Up Children”
campalgns (o promote the uptike of more effective,
cost-effective program management practices.”

Measurentent cominunication also supports perfor-
mance improvement by supporting networks that
find problems, solutions, and opportunities. Several
multi-party watershed projects use measurement as
a precise, shorthand language to provide updates on
shared goals and to engage the efforts and enlist the
expertise of a network of goal-sharing parties.”

The Burcau of Labor Statistics and the U.S. Census
Bureau have long shared data in ways that engage
the expertise of thousands, stimulating studies that
help communliies and businesses advance thelr own
outcomes. More recently, the U.S. Department of
Education (ED) discovered how measurement publi-
catlon slimulates nun-gover |, value-adding
analysis. ED wisely decided o fund the compllation
of state educational outcome data

into a single, nationwide database that normalizes
school scores across states by reporiing scores
relative to cach stae’s own median, This enabled

a not-for-prafit organizalion concerned about low-
Incomu students, the Education Trust, 1o create its
own web-based database 1o facthitate the search

for high-performing, high-poverty, high-minority
schools, helping researchers study these schools o
identify (actors contributing to their success.”

tnside an organization, measurement communication

can often defuse what, without evidence, becomes

tesly supervisory conversations about performance

Improvement. By letting the numbers reveal problem

areas, well-constructed measurement systems relieve

supervisors of the need 1o debate the existence of
blems tn discussions with their direct reports.

HIAL Contur tor Thw Brainec of Cunwrtntwnt
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to considering specific ways to improve perfor-
mance, Measurements "reduced the chances for the
development of conflict and antagenism; they made
possible a more cordial and cooperative refattonship
between subordinates and their supervisors,™’®

In sum, meast ¢ lcation enhances
accountabllity by reporting to the public whether

or not government achleved the goal it set out to
meet, where problems remain, and what other
problems are competing for atiention. Mcasurement
communication bousts performance by promoting
successful Interventions, alering other places to
possible problems needing attention, and supporting
multi-parly outcome-tmproving efforts. Measurement
communication plays one other critical performance-
improving, accountability-enhancing role: It informs
consumer and electoral cholce, the topic of the
next section.

Measurement Informs Choices

M

" ce icates optlons to those faced
with consumer, bustness, or electoral choices,
enabling a better match between individual prefer.
ences and the services government provides,
Although there is a tendency to think of government
agencles as a monopoly, agencies can sometl

these dynamics, transforming data through analysis
In a way that serves the needs of specific audiences
and then dellvering the data to users so they can
find and use it when they need it. The explosive
growth In wireless communteation technologles
and handheld equipment makes this aspect of mea-
surement comntunication an increasingly important
performance-lmproving, accountabllity-enhancing
opportunity for governmenl.

Visitors to motar vehicle offices in some states bene-
fit frem online dlata about walt times at cach office,
Just as parents have long made home-purchasing
ducisions based on the best available data about
schoals. Unfortunately, most school performance
data tend to reveal more about parental income,
highly correlated with test scores, than about the
skills of the schools’ teachers. If states reported
schoul test scores in a manner that controlled for
key background variables, parents could see the
net “value” each school adds. This would undouln-
edly lead t different home-purchasing patterns,
Moreover, measurements could be analyzed and
comnunicated in a manner that facilitates a better
maich between students and schools. Parents of
slow learners, fur example, may prefer a school that
does particularly well teaching the lowest quartile

structure service delivery (and even some regulatory)
programs in ways that drive performance Improve-
ment through healthy competition, demand shifting,
and better matches to consumer tastes or client
needs. The key is communicating operational and
outcome measurement in a way that encourages

of stud while those of average learners may
want a school that is particularly adept at teaching
thuse in the middle two quartiles,

An indexing process that compiles vartous perfor-
mance indicators into a single ranking or grade o
inform consumer chuice inevitably involves

real-time {current) wall times for vach office on lis

Case Study: Massachusetts Registry of Motor Vehicles
Packages Measurement Information to Inform Consumer Choice

Consider how data analysis and audience-focused dissemination could transform state motor vehicle offices,
often highly detested because of their long wait times. The Massachusetts Registry of Motor Vehicles (RMV) posts

services would most likely also recelve faster servico.

tight direction, Before leaving their home or office, visitors can check the website to find wait times at the closest
registry offices and doctde which one to visit. Imagine how much more powerful a bt more analysls and its
dissemination would be If average wait time by type of transaction as well as averages for different hours of cach
day (time of day), day of the week, and week of the year were also posted for cach office. Registry visitors could
plan ahead to visit the ncarest office on o slower day, also checking the real-time web post before departure 10
avoid unusual days. This slight bit of data dissemination would shift peak luad pressures and lessen stress both on
Rogistry visitors and Reglsiry staff. it might also tnstill a bit of healthy competition among Reglstry officos 10 keep
average wait imes down. In addition, it could reduce program costs and provide users of government services
with better options, If program budgets are not cut to offset the gatns in cost-effectivencss, users of government

™ This real-time posting is a hy step in the
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subjective Judgments about the relative Import of
Indicatons Included in (as well as those excluded
from) the index. This can not only result in Hl-
Informed consumer decislons, but also motivate
ill-advised behavioral changes or
manipulations by thoso being measured. Some
cul!cues and universitics have n.-punedly engaged in

inator padding, for ple, by changing thelir
definition of an l1ppllt:mlnn to fare more favorably on
U.S. News & World Report’s annual repont card ®

Measurement communication can also (unction as
an effective regulatory tool driving performance
improvement when government-reported data influ-
ences consumer cholee, In Los Angeles County,
health inspectors grade restaurant hyglene based on
compliance with local health laws. Not surprisingly,
the grades Influence patron decisions about where
lo cat. To avold losing customers, reslauranis have
upgraded thelr health practices 1o cam high grados.®'
Where grading Is relatively simple, based on a few
well-chusen performance indlcators, and where It
informs consumer purchasing decisions as is the
case with restaurant gradus, measurement communi-
cation can motivate improved performance. Even more
complicated comparative measurement systems
such as those associated with financial investments
appear to motivate improved performance or at least
reduce risks when consumers are sophisticated.®

Government agencies should consider mose carefully
il and haw they can support the consumplion choices
of those whom they serve through better o
communication. This will tead to healthy competition
that moti pplier effort and innovation and shifts
in demand patterns, ultimately achteving a better
malch t 1 ¢l d ( es and provid
products when the needs (ur tastes) of consumers of
government services vary.

In addittun, to enhance democratle accountabliity,
government agencles should conslder more
carefully how they can better support the clectoral
chulews of cltizens by revealing not only specific
goals, but also accomplish and probl
relative 1o goals, the past, and their peers. If the
public does not agree with the bundle of goal and
measurement cholees that its elected officials have
macle, voters can select candidates who promise a
preferable bundle of goals. Although most elected
officlals have shown little interest in setting goals
and measuring performance toward them,
presumably wary of Inviting attack shoutd they fail
10 meet their targets, several elecled exccutives have
embraced goal setting and performance measurenent
In recent years, Thuse who have done so Include
New York City Mayors Rudy Gluliani and Michael
Bloombuerg, District of Columbla Mayor Anthony
Witllams, Baltimore Mayor Mariin O'Malley, and
Washington State Governors Norman Locke ard
Christine Gregolre. All but Gregolre, who Is in her
first term, readily won re-election. Although this
dues not prove that goals and measures are a good
political tool, it does suggest that they are not as
politically poisonous as often feared.

1,

n sum, 2 and elec-
loral choices. Governments can and should manage
their nt ct {cation in a way that
supports the choices of those they serve, supporting
healthy compeltition that motivates effort, innova-
tion, and beller matches between consumers and
providers when consumer (or citizen) needs and
preflerences vary.

Cautionary Consideralions

As with goals, care ntust be exercised to tap the
potential of performance measurement withoul
unleashing fears that provoke dysfunctional

Use Measurement to Inform Choice

Government agencics should consider if and how
they can support tho cholces of lhmo they serve
hrough enhanced M
They should look for opportunitios ln stimulate hmllhy
cumpclmm, shifts In dcvmnd patterns, and better
matches L ref es and pro-
vider products wllh audience-focused n.ham:!orlzm
tion and dissemi of
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behaviors, most notably measurement manipulation
and measurement elimination. When measures
inform decisions, care must also be exercised o
ensure an adequate level of measurement accuracy.

Measurentent manipulalion is a serious issue because
It provides organizations wllll bad information for
decision making. Mani | send bad
signals about which interventions are working and
which are not, resulting in misguided decisions about
practices to expand and practices to discontinue.
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Case Study: Cheating in Texas Schools

for the Dallas Morning News have detected measuroment anomalles that suggest serious cheating prob-
lemns in at least 400 schools out of 7,700 statewide; test scores for students in those 400 schools were three stan-
dard deviations away from test scores for the saime students the previous year, One teacher told reponters, “You'ro
expected to cheat....” Fellow teachen, she sald, instructed her how to help students during the tests,® Teachers
annually complain to the hewd of the § touston Federation of Teachers that principals urge them to cheat but will
not file formal complatnts for fear of retribution.™

using to find |

Yet despite signs of serious cheating, the state of Texas has declined to follow up on the findings with all but

a handful of schaals, preferring to follow up unly on verified complainis that can be prosecuted.® Rathor than
and work with the schoaols to fix them in a pedformanco-tmproving learning
approach, the state has apparently opted for a nartow compliance-focused accountability approach.

While some people respond to comparative imedasurement
by shirking their work efforts, athers so fear a poor perfor
mance rating that they manipulate the measures.

Measurement elimination, the dismantling of
measurement systems, is obviously a problem,
because for all but the most simple targets, the
absence of relevant measures makes it impossible to
dumrmlno whether or not progress is being made.
Org, [ imes so fear the ¢ |
of measurements that they organize to dismantle or
prevent the establish
Data system destruction tends to occur most
frequently when a poor relative standing threatens
those belng compared and the political power of
those threatened by comparison exceeds thal of
those using comparative infermation. This has
frequently been a problem plaguing recurring cfforts
to intraduce meast into haspitals, education,
and the environmont,™

1CeS

of meast

" PR 1

For comp orga ystem
to survive, the political strength of the audience using
the measurements needs to exceed that of those at risk
by being compared.” Agencies will be well served if
they think about how to strengthen the political power
of col asa lc issue so that
measuremnent can survive and effectively motivate,
illuminate, conmunicate, and inform cholces,

Mcasurements are infurlating rather than perfor-
mance-improving when inaccurate information is
used to guide consumer choices, regulatory action,
or program or provider funding decisions. As noted
carlier, for goals and measures to improve perfor-
mance and enhance accountability, government
agencles need lo make data accuracy a goal, and
then tnvest in, measure, and publicly report on
progress toward the data accuracy goal, setling the
1arget level of the data accuracy goal commensurate
with the intended use of the data.

Case Study: Fears Lead to
Walered-Down Measures

During the debate over the 1990 amendments to
the Safe Drinking Water Act in the U.S, Congress,
ives of local g lobbied hard
to water down mandalory water-quality reporting
requirements. Thay feared that the public would
tto the p of trace of
certain clements in drinking water.®”

Rather than trying to figure out how to inform
the public about inevitable risks, many localities
proforeed to limit the disclosure of performance
Information,

Case Study: Strong Demand
of Military Drives Educational
Performance Measures

Even the cfforts of the iflustrious Florence Nightingale
and Horace Groeley to establish public performance
reporting on the performance of hospitals and
schools did not pwvail It was only when the mili-
tary noeded ¢ educational performence
data to meet its hiving nceds that a mechanisi to
compare student educational readiness survived.
That's because a poliuca!ly pcww(ul comulucnq,
the military—and
politicel volces such as wl!eges and universitios—
doemed the data useful.®

Www e tolgner et o)
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Summary and Implications

In sum, measuroment can motivate, llluminate,
communicate, and inform choices, and, in so doing,
strengithen accountability and improve outcomes.
People and organizations tike to do well and work
harder when they see they are making progress
relative to a goal or to the past. Comparison
motivates some people and organizations. Other
people, however, get discouraged by peer
comparison. Measurement illuminates by revealing
proble; fi ion and program successes
wonhy of repllcalion, and by triggering focused
follow-up questions. Measurement also serves as a
useful shorthand language (or communication
among goal sharers, citizens, and consumers of
government services. Care must be exercised in
using measurement, however, o Lap its potential
without un} g fears thal | ke clysfunctional
behavior, such as measurement manipulation,
measurement elimination, outconte avoidance,
an(l timid targets. The problemalic aspects of

ive meast can be | if
more cmphnsls is placed on its illumination value
rather than its motivational or controlling value.

1M Contwr e The Husteees of Governawnt
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Building Block 3:

Verbal Feedback to Unleash the
Power of Goals and Measures

Goals and measures are potentially powerful
perdarmance-driving tools, Lut they have little
performance-driving effect if stmply communicated
via written words in a plan or repont. They have litile
value unluss someona pays attention to them.® To be
useful, they must be used. A leader (at any level of an
organization, but ideally starting at the tup) must not
only (requently articulate 2 cc set of goals so
the organization stays focused on them, but must also
encourage others in the organization to articulate
them.” Managers need to reinforce the priority of
specfic, challenging goals, or they will be forgotten,
pushed aside by other topics of discussion, More than
simply articulating the goals, though, managers also
need to pay attention to measurement of progress
toward the goal and provide verbal feedback,

Feedback s the essentln) ingreclient that unleashes the
power of goals arxl measures, Years agu, rescarchers
discovered the powerful effect of attention on
worker productivity, even without goals. This is
often referred 1o as the Hawthome effect, namedd
after the manufacturing plant where the surprising
research finding was discovered, Rescarchers sought
to test the cffect of lighting changes on worker

productivity. To their surprise, worker productivity
improved whether tighting was increased or
decreased. ft did not, however, Improve among
those nat in the experiment. The magic motivator
proved to be attention, not lighting, One stmple but
often underutitized method managers can uso to
motivate workers is 10 discuss their work with them.”

How managers or team leaders provide feedback
directly affects performance levels. Key to perfor-
mance improvement is winning worker commitment
1o & goal. This can be achieved by helping people in
an organization focus on specific, challenging goals
and by buifding thelr sell-confilence that they can
get the job done. Formal recognition devices are not
necessary. Effective feedback ean be provided infor-
mally, simply expressing appreciation for work well
done. The commencdation must be specific and
genuine, however, 1| cannat be general or phony.*
Managers build confldence by helping workers set
goals, stay focused on them, ensure adegquate training
so they acquire needed skills and knowledge, and
maintain confidence that they can reach their goals.
In addition to building goal commitment,

can coach Improvcd performance. They can hclp

Coaches in the Workplace

“The primary jub of 3 coach is to Improve performance
rather than focus va blame, This is done through
Increasing the porson’s sense of control regarding
the atainment of their goals. it is done by helping
people to realize the outcumes they can expect from
engaging in specific actions.... Selting a goal focuses
attention on discovering solutions to its attainment.”
(Locke, The Bleckwoll Handhook of Principhes of
Organizational Behavior, p. 110),

i ., tasks so that prospects for early
success are enhanced, Managers are most helpful if
they discuss and provide advice about specific actlons
employees can try. Feedback using specific illustra-
tions is more useful than generalized feedback about
performance levels, “Research studies have demon-
strated that the most useful feedback tends 1o be
behaviorally specific, identifying those high-leverage
behaviors that can be improved and providing gutd.
ance on how to do so0.* Finding and presenting
relevant benchmarking models to workers is also
helpful, pravided the madels are not perceived as out
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of reach, Qverly ambitious benchmarks tend to be

daunting rather than tnsplring, In adklition, successful
coaches find sameone the warker respects to commu-
nlcate the beltef that the worker cin achleve the goal,
The influential person can be the supcrvimt, but can

Feedback enhances both Individual and group
perfermance. In adddition to the fecdback that bene-
fits Indivicluals, group feedback shoukd clarify who
has lead accountabllity for specific targots, That Is,
managers or the group shoukl clearly identify a

also be a peer or other | iy By framing
neasurement and feedbitck tn a constructive manneyr,
recognizing successes and showing an achievable
path forward, managers help workers tap into the
performance-enhancing aspect of measurement.®

Constructive feedback is far more motivating than
critlcal or condemnatory feedback. “Positive perfor-
mance feedback enhances intrinsic interest when
provided In an informational (as opposed to

a controlling) manner™ In contrast, negative supee-
visary feedback, especially that which does nut align
with what performance measurements reveal,

can so enrage even enthusiastic workers that previ-
ously strong performance not only declines but
remains weak even after a change in supervisors.®
People tend to be more motivated when they believe
they are doing well and disheartened when they
sense they are doing poorly.

Managens can help workers boost performance

by training them to carry on positive, rather than
negative, intemal conversations in thelr own heads,
This works because people an function as their own
nternal coaches, encouraging and discouraging
themselves with internal feedback.*

New technologles can also provide perfformance-
improving feedback when used in constructive,
non-critical ways. A recent study of 12 young drivers
showed that when cameras were installed in their
cars for subsequent viewing by both the teen and
the parents, risky driving behavior by teens dropped
75 percent. One of the study participants recognized
the value of specific feedback for learning. “That is
why this was good, because people can tell you what
to do all they want, but when you actually see it,
that is when you leam.”'®

More frequent feedback is belter than less feedback,
in pant because it helps workers recalibrate thelr goals
based on experience,™ leading to a higher rate of
successful goal almmmcnl and strategy adjustment. 'Ihal
is not to suggest frequent goal changes are

but that realistic adjustments are important.

M Conter tor The Buninees of Canwriutwnt

for cach goal. Group fecdback works best
when 1t ot only clarifles roles but at the same time
butlds a sense of organizational unity. In addition,

it can be used to reinforce organizational ethical
norms and behavioral boundaries, the “thou shalt
nots” that reinforce fiscally and ethically account-
able behavior. Clear delineation of the boundaries
of unatlowable behavior frees people up to Innovate
within those boundaries so long as they do not ires-
pass beyond them,'

Speclfic functions managers should encourage as
part of constructive group feedback are:

e Help members set challenging but realistic
goals, adjusting them as needed.

e Make sure each member understands what his
or her contribution Is to the final praduct.

®  Ensure group participants undersiand how
their membership in the group Is helpful.

¢ Emphasize the unity of the group.
o Change goals that are too difficult.

o Encourage talk in meetings about how
porformance can be improved,

o Avoid fear of fallure,
e Help memboers feel responsible for the group's fate.

¢ Give members assignments that suit
their abilities.'®

e Clearly define boundaries of unacceptable
practice,'®

If direct supervisors fail to provide the necde feel-
back without prompling, these findings angue that goal
managens charged with meeting a spectfic, challeng-
ing goal should initlate discussion of their progress
toward the goal with the supervisor or with others
whom they respect. The discussions should break the
goal Into manageable picces, examine concrete illus-
trations of speciflc behaviors and strategies that might
help advance progress, and reinforce confidence that
the job can be done. The forum for the feedback is
not as tmportant as the way feedback Is delivered,
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In sum, (eedback is the essential ingredient that
unleashes the power of guals and measures. Leaders,
supervisors, and sometimes even colleagues can use
feedback to improve performance by helping people
and organizations stay focused on specific, challenging
goals; building confidence they can get the job done;
ensuring adequate training and resources; sequencing
tasks and adjusting gols when they prove overly
ambitious; and providing advice about and Hlustra-
tlons of specific actions to try. In addition, feedback
helps In building group unity and appreciation of
Individual contributlons to the group; encouraging
Interactive exploration of performance improventent
optlons; accepting fallure as a by-product of
challenging goals; clearly assigning roles; andl clearly
delineating boundarles of unacceptable practice,
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Building Block 4:
Interactive Inquiry

3o

Feedback is a powerful tool both for individuals and
for groups. It can be even more powerful for groups
when [t ts delivered In a manner that goes beyond
simple supervisory observations to stimulate Ideas,
encourage Interactive inquiry, and tap resources and
expertise beyond a goal manager’s direct control,

More feedback is betler than less, so group leedback
can envich individual feedback provided it is defivered
in a well-directed, ron-random, and constructive
manner. Meetings afford an opportunity to invite
non-supervisors to provide specifie, relevant, and
compelling examples to suggest a path forward and
build confldence that specific targets can be met,
This angues (or engaging others who might be famitiar
with relevant benchmarks and whose views goal
seekers respect in feedback, strategy development,
and eperational brainstorming.

In recent years, several government and nonprofit
agenties have established yularly scheduled,
goal-focused, measurement- rich meelingt where
“management discourse ... is by the numbers,”'™
Perhaps the muost well-known of these effonts is
CompStat (shont for computerized statistics), an
approach developed by the New York Clty Police
Department (NYPD) to drive the crime rate down.
The success of CompStat has spread across city
agencles in New York, moving from the police
department to the parks, corrections, and welfare
departments. It has also been replicated in police
departments across the country, and applied more
broadly to other social issues in clty (CitiSiat in
Baltimore and l’uuburgh) and recently In state
Bor (Washington State's G
M Acc bility, and Pe e—
GMAI') When inter-organizational coupemllun is
needed to accomplish a goal or when opportunities

1M Conter tur The Business of Canwenaent

for cross-organizational learning exist, regularly
scheduled, goal-focused, measurement-rich meetings
provide a time- and cost-efficient forum to identify
problems, refine goals, plan cooperative action,
discuss progross, and i results,'™ Meeti

need to [m,us on guals, munummvnu that prov!dc
feedback relative to the ;;oals. analysis and discussion
to enhance lon, long-lerm
sirategies, and shorter-term action plam infurmed by
the evidence.

The NYPD convenes CompStat meetings for each
police precinct or district at least once each month
to focus on outcomes and the activities undertaken
to influence them, and to engage the expertise and
commitments of those in the organization with relevant
information or resources,

CompStat meetings ... should not include
discussions of policies, budgets, Internal
discipline, politics, organization structure,
or any other flem not directly refated to
crime reduction...."

Each sesston focuses on the activities in one
or two geographic areas. Those commanders
who are going lo be involved in the discussion
about trends and strateglos in their districts
may Invite othee members of their staffs who
might play a role in, or add to, the discussion.
Another group that should atiend includes
commanders from speclalized units whose
resources might be needed to adequately
respond to crime patterns or other trends,
Patrol commandens from adjacent areas or
other patrol commanders who would benefit
from exposure and experlence may be
directed to attend also,'*
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One of the ofi-mentioned benefits of CompStat-like
meetlngs Is the presence of key personnel, Including
the legal, contracts, financlal, human resource, and

Informatton departments, Much of the time, these staff
office leaders ask questions of the goal managers, Other

Halsl.

times, they are 10 provide quick lo

key questions, speeding respanse times that otherwise
delay a project. The diversity of experienced people in

the room allows a stimulating mix of ideas informed

by varled professional perspectives and expertences, it
can also broaden considerallon of program approaches
and speed decislon making and implementation. One

koy to the success of Interactive Inqulry meetings Is

that the person running the meeting “must have suffi-
clent authority to order the coondination of services ...

and to implement sirategies,™"™

The format of an Interactive incuiry meeting Is not
as important as Is its frequency, focus, altendees,

and atmosphere. Meetings need not be structured in

Interactive Inquiry

Frequent goal-focusid, measurement-informed
maotings reinforce the power of goals and mea-
sures when they are used to:

¢ Refine goals,

o (lscuss progress,

o dentify problems,

¢ Challenge assumptions,

o Clariy roles and goal manager,

o Gel feedback from different organizational unhs
and professional perspectives,

o Stimulate ideas.
¢ Hrainstorm kmplementation optlons.

o Devise action plans 2ligned with organizational
prioritics,

o Press for follow-through.
* Ci i and © i

8! L

*  Obtain quick approval or disapproval fer new
praciices.

o Share information and insights broadly.

o Build unity of purpose and appreciation of
individual contributions to the group.

*  Relnfurce boundary condiiions,

the farmalized format of CompStal to be effective.
Even In New York Chty, while some departments
have adopted the CompStat approach, others inte-
grate goals and Into less formally
structured meetings,'™

Freguent interactive inquiry meetings are also useful
for tackling three especially tricky operattonal prob-
lems for § fi d organizati ich
goal adjustment, mid-year budgetary changes, and
mid-year staff adjustment:

a
i-year

e Gouls, targets, or commitments may need mid-yoar
adjustments when targets are accomplished
sooner than expected or new evidence suggests
they are too ambitious, Frequent meetings provide a
forum for goal gers Lo propose tanget ad)
and get quick approval ar negotiate alternatives,

e Mid-year budget adjustments are complicated
because budgets, in the best of circumstances,
are batch processed, yet new evidence may
sonetimes suggest a need for a strategy reviston
that requires additional resources. To reap the
performance-improving power of goals and
measures, task adjusiment must be nimble,
sontething the government fund requlsition
process is not. Frequent goal-focused meetings
provide a ready forum where goal managers can
request additional funds for specific purposes,
and get fast answers about whether or not addi-
tional resources might be avatlable,

o Stmilarly, when evidence suggests that past
activities are not working and a new course of
action is needed, a goal manager's team may
lack the new skills and knowledge required.
They may need a mid-course skill or staffing
adfustment. Frequent goal-focused meetings
provide a venue for exploring oplions to deal
with this challenge in the short term, such as
borrawing slalf resources from other divisions,
contracting oul, or hiring temporary employees.

Goal-focused, meast driven Ings among
multiple organizations can also reduce turf battles.
They allow cross-unit cooperation to occur naturally,
even In organizations where previous efforts to

encourage it never materialized.'"

Key to the success of interactive inguiry meetings is
that they be viewed by participants as constructive,

wwwlkitneteianwient on) 3? s

not candemnatory. Nor can they be seen simply as
a forum for merely “reporting out,” with I'mited
exchange. It is rot enough to convene meetings; it
is essentlal to get the lone right. Collins, In his study
of successful corporations with breakthrough porfor-
mance gains, identified four stylistic approaches used
by successful companies for constructive feedback:

¢ Lead with questions, not answers.

¢ [ngage in dialogue and debate, not coercion.
¢ Conduct autopsies, without blame.

¢ Duild “red flag” mechanisms.'"

Collins feund that an ongolng, Interactive process
helps an organizatian realize the full pedformance-
Improving pewer of goal setting and measurentent,
but only if done in an honesl, open, and accepting
almosphere. Meetings should invite healthy contention,
but not in an accusative or threatening manner.

In sum, interactive inquiry enriches the performance-
Improving power of goals and measures in groups and
organizations. To achieve these effects, though, it is
essential that interactive inquiry meetings be run in
a way that is constructive, not critlcal or controlling,

A Contor foor The Dusineas of Croverermmn
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Building Block 5:

Cautious Use of Externally

Provided Incentives

The discussion so far has described the enormously
powerful performance-driving, accountability-
enhancing effect goals and measures have when
combined wlith feedback and interactive Inqulry, even
without pusitive or negative Incentives. What happens
when Incentives are combined with the other four
butlding blocks of performance management?

Unquestionably, incentives have the power to
change behavior that can improve oulcomes,
Constder the effect of one common form of negative
Incentive, the speeding licket, intencled to save lives
by encouraging driving speeds no higher than a
minimum standard, the speed (Imit. Incentives
undoubtedly motivale progress toward a safety goal
in this case, Drivers are less like likely to fly down

the highway at breakneck speed when they think
they will be caught and ticketed for speeding,
especlally if there is a possibility that the ticket will
Increase thelr insurance costs or cost them their
license. Extrinsle Incentives ean motivate behavioral

i I

changes that lead 1oy ¢ Imp s,

But incentives can also easily cliscourage people and
trigger dysfunctional Individual and organizational
responses that interfere with performance and
uccountabllity galns. Therefore, Incontives should be
employed with extreme cautton, Indeed, a reluctant
appruach to the use of Incentives is advisable. This Is
panticularly true for Individuals, but should also apply
1o organizations. It is often far more judicious to tap
the “un-incented” power of goals and measures as

Use of Performance-Based Pay Expandi

Sinca then, the U.S. Congress has given other federal agen

The U.5. Government Accountabitity Office (GAO) began exploring performance-based pay in the 1980s. The
arrival In late 1998 of a new comptroller general brought a renewed effort to expand performance-based pay
arrengements al GAO, for which Congress granted new authorities in 2004,

and Defensc, which represent over half the U.S, federal workfurce—legal authorlty to depart from the U.S, Office
of Pe | Manag (OPM) Jards and adopt perf by

ng at Federal, State, and Local Levels

cles—including the Departments of Homeland Security

Issued regulations rvqulrtng ~all future Scnim Exccullvo S
based exclusively on individual and

I pay systems. In addition, OPM has
rvice pny Increases (heginning in January 2004) be

whose students have atial cerlnln

Intarest in pay-for-performance has boen a key component of many education refonn efforts al the fedoral, state,
and local levels over the last dccadc, as wcll The basic idea bs to reward wachors and school administrators

have hluh f @ relative to peers, or have

el f,

the greatest student perfi levels.!' P
of the U5, federal education No Child Leit Behind law.™

Despite cfforts to introd: i L

survived tend to reward a way of working or cost savings,

years. Moreover, there (s little cvlduncn that they achieve tholr | foct. Systems that have

for p ¢ Is a prominent feature

| pay systems ln guvcmmcnl. fow Iml beyond a few
| of
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motivators, relnforced by feedback and Interactive
Inqulry, than to Introduce extrinsic incentives with
thelr signlficant potential for deleterious side effects.

Whether or not to use incentives is not sinply an
Interesting intetlectual debate. Proposals to link
Individual or organizational performance levels 10
financlal Incentives are very popular and have
accompanied many of the public managemem
referm efforts around the world that requlre govemn-
ments to sel goals and then measure and repont
perfarmance, The idea of mativating better perfor-
mance through some sont of performanca-based pay
scheme, performance budgeting, performance
cantracting, or performance-linked grants Is
frequently discussed and has often been legislated
or required by executive fia,

What Is noteworthy Is that, desplte all the hoopla,
most government performance-based incentive

Common Problems: Outcome
Avoidance, Measurement
Manipulation, and Timid Targets

Posltive and negative exirinsic incentives sometimes
have a positive motivational effect, leading to
performance improvement, but they can also distort
goal setting and measurement decistons. Specifically,
they can provake autcome avoldance, timid targets,
and ement Ipulation, interfertng with
performance and accountability gains.

New Zealand's much touted public reform effon,
launched in 1988, illustrates the problems incentives
can Introdluce, The Inltial New Zealand performance
management system called for @ “purchase agree-
ment” by each depar | manager and
the relevant minister (a political official), ‘The initial
incentive arrangement put a manager at risk of
losing his or her job if a department (ailed to meel

systems that try to link positive incentives ( Is)
1o the performance of individuals tend not 1o last.
One foflow-up study an school systems with merit
pay arrangements, for example, found that only

2 out of 10 were still operating 10 years later."?

A performance-hased pay system established in
1984 (for U.S. government employees just below
the senior management level) was terminated by
1993."¢ Organizational reward and penalty systens
seem lo last longer and work belter, but they too
encounter difficulties that can tead to thelr demise,
As discussed on page 31, multiple organizational
meast 1t systems have imploded when those
at risk of serious loss have had the political strength
10 bring them duwn.'*®

The poor track record of performance-based
Incentive systems has nat, however, lessened Interest
in them. To garner the gains of incentives without
releasing their woes, it is therefore important to
delve into the lessons of experience and research o
determine if, when, and how government should
structure perf based Inc for
Individuals and organizations so they are effective
and sustainzble, and so they do not overwhelm the
untethered, performance-driving, accountability-
enhancing power of goals, measures, feedback, and
Interactive Inquiry. The remalnder of this section
examines these lessons.
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its perf e targels.'™ A 10-year retrospective
analysis of the New Zealand effont faults the perfor-
mance contract for creating a managerlal aversion
to outcome targets and an affinity for output goals,
defealing key objectives of the reform:

In fact, the 1988 reforms, with thebr accent on
contract, sent the State in the other direction,
tying outside agencies down so tightly in
contracts that they are almost back to pre-
1988 rules-based administration, far removed
fiom imaginative management, The Plunket
Society, for example, used o be funded to
produce generalised outcomes; now it is
contracted for highly specified outputs,
salisfying central government monitors but
stulifying initiative and perhaps delivering
less for the money, Some lower-level
managers within depatments are complaining
that their contracts have become rather like
the old rutes the 1988 refonns were supposed
1o have swepl away.'?!

When incentives are lntmducod guvumnwm

will ly and very ly choase
umpul targats if they can, because they can more
directly control output levels. Linking a reward
directly to goal attalnment Is also likely to lead to
casler targets, even thougl it s the challenging ones
that stimulate the discovery and persisience that
result in significant performance gains.
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G and Izallons do not
always have the ﬂexlbllhy to choose thelr own targets,
Sometimes, largets are set for them. Agaln, introdluc-
ing incentives into the piclure can creale problems.
Measurement manipulation and timid targets have
proven a recurring problem when organizations have
tried to link incentives and measurement levels. In a
study of the Jub Training Partnership Act YTPA), for
example, Marschke concluded, *IWlhen performance
measures are compensated, bureaucrats respond by
finding the least-cost strategies of boosting thase
performance measures™? without a compensating
boost in outcomes.

Heinrich found similar measurement manipulation
and timid target problems in a study of the successor
program to JTPA, the Work(orce Investment Act,
which sanctions states that fail 10 meet 80 percent

Jim Collins found that financlal Incentives for corpo-
rate executives were not correlated with curporate
performance levels:

Most importantly, when we analyzed
exaculive compensalion pallemns relative
to comparison companies, we found no
systematic differences on the use of stock (or
not), high salaries (or not), bonus incentives
{or not), or long-term compensation (or not.)
The only significant difference we found was
that the goodl-to-great executives received
slightly less total cash compensation 10 years
after the transition than their counterparts at
the st mediocre comparison compantes.'?”
Outcome avoidance, meast ipulation
and timid targets all directly interfere with the

! 3

of negotiated performance levels for 17 s,
Some states skimmed the clientele, limiting their
client base to avoid harder-to-serve clients,'?
Helnrich also found states adopting timid targets,
in some cases selting performance expectations
below the state’s own baseline level, '

The problems are not limited 10 one kind of
government program. Jacob found

e-inc g accountability-improving
power of goals and measures, Why dlo these prob-
lems occur? Do extrinsic incentives prompt these
unproductive responses? To begin to answer that
question, we turn our attention to understanding the
effect of Incentives on individuals and organizations,
looking first at the structure of the incentive, and
then considering whom the incentive Is intended lo
influence and what it seeks to reward or penalize.

machinations in a study of Chicago schools, White
“math and reading achievement increased sharply
following the introduction of the accountabillty
policy ... driven largely by increases n test-specific
skills and student effon, ... the eachers responded
strategically to the incentives along a variety of
dimensions—by Incrc.u[ng special education

plac ) Ining students, and
substituting awuy from low-stakes lublvcls like
sclence and social studies'**

Marschke also found evidence that, at least in
some circumstances, incentives do not even have
the intended influence on oulcome improvements:
“[Olnly the studies of programs where performance
is uncompensated show statistically significant cor-
relation between JTPA-style performance measures
and impacts.”*** His findings are surprising, but
perhaps they should not be. Similar experience was
found in the private sector, where extrinsic rewards
are presumed to work so well. In the book Cood to
Great, an exhaustive study comparing companies
that went through a transition from average to out-
standing performance with similar compantes whose
perfarmance stayed steady or declined, researcher

How the Structure of Exlernal
Incentives Affects Motivation

‘The characteristics of an extrinste incontive affect how
people and organizations respond to It, Incentives can
be extrinsic (externally provided) or Intrinsic (inter-
nally motivated). Extrinsic incentives may or may not
be monetary, and they can reward or penalize. The
structure of an incentive can affect how an incentive
influences behavior and, ultimately, outcomes,

Extrinsic Incentives Drive Out Intrinsic Motivators
Perhaps the greatest problem that arises with extrinsic
incentives, especially monetary bonuses, is that they
tend to drive out intrinsic ones. Researchers have
found that introducing financial incentives into a
work situation where people had previously been
Intrinsically motivated dampens intrinsic instincts to
do a good job.'** In sume situations, those offered
financial Is actually undemperform those not
offered any reward. In others, performance improve-
ments induced by financial reward are not sustained
after rewards are terminated.
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The problem of extrinsic mativators driving out
Intrinsic ones Is likely to be a greater concern in the
public sector than in the private sector, because
people attracted lo the public sector are more tikely
to be intrinsically motivated by their job and less
likely to be motivated by money. This is especially the
case for people at the higher grades of government
service, who have often chosen their occupations
because of their intrinsic motivation to serve or their
belief in advancing a specific agency mission.'”

Financial Rewards Work in Limited Situations
Financial incentives such as the promise of a bonus,
raise, or promotion can drive improved performance
when they are large enough. "Monetary incentives are
one practical outcome that can be used to enhance
goal commitment. ... more mortey gains more com.
mitment,*'* Monelary incentives work best, however,
for jobs that are single-taskedl, clearly measurable,
and finked to individual workers.!' In those cases,
one sort of incentive that works well is piece-rate
pay offered as a supplement to a base “safety net”
houtly wage. Some govemntent jobs, such as pol-
hole repalr, are single-tasked, castly measured, and
can be linked to individual workers.

Government has a problem using piece-rate payments
that the private seclor does rot, however. Few govern-
mental organizations enjoy a rising revenue stream
funded by the improved productivity of piece-rate
{ncentives that can be shared with those gencrating
the gains, Government does not, for example, enjoy
a revenue flow that could fund a pay-perpothole-fitled
or pay-per-park-toilet-cleaned payment scheme.

In the Right Setting, the Right
Incentives Can Work

In one private sectur example, a windshield replace-
ment company, both wotkers and the company
profited after 4 picce-rate payment system was
Introducedd that supplemented the base hourly wage
(maintaining a “salcty net” for the worken).! The
company was able to pay high-performing work.
ors mare because workers increased their effort,
productivity, and ultimately output; weaker workers
left; and the company attracted new workers who
expected to do well undct a p!ccc -rate systom.

This, in turn, g J net that
cuuld be ued to pay the workens while also ralsing
company prolits,

(M Contue for The Dusinees of Cuvertsiwnt

Therefore, except for those government organiza-
tlons that can charge a fee fur services, it has to cap
plece-rate paymenis based on fixed revenues.

One area where government has been able to

link incentive payments to a revenue stream is with
cost savings, essentlally a negative expenditure stream.
Maricopa County, Arizona, has adopted what it
calls a *gain-sharing” program that distributes

half of annual cost savings as a bonus among all
employees.''* The experience in Maricopa County
suggests that incentives to encourage cost savings
In government may work effectively. The goal, cost
savings, is simple and casily measurable. It should
be noted that this incentive structure only drives
performance improvement, though, if cost reduc-
ticns are accomplished without a compromise in
performance. Otherwise, cosl-culting incentives
merely result in service reductions.

It Is noteworthy that most federal programs that
have participated In performance-based pay demon-
stration projects appear to be revenue-generating
units of (ederal agencles, it is also noteworthy that
what may be the longest-lasting federal performance-
based pay system, that of the Naval Alr Warfare
Center Weapans Division in China Lake, California,
does not reward attalnment of specific performance
targets but rather a way of working.'*

Rewarding Complex Goals Confounds
Outcome Improvement

When goals are oo difffcult or complex, the motivating
potentlal of a monetary reward linked to the goal is
miligated. Rewarding goal atainment tends not to work
for difficult goals unless the goal can be broken down
Into individual pleces and payment made for cach task
completed. In most cases, monetary incentives lamge
enough to induce behaviora) changes overemphasize
that which can be measured. Unfortunately, they
overlook that which is more difficult to measure but
which betier serves the interests of the organization
and, in the case of government agencies, of suciety.

Temporal Disparity Between Reward Cycle and
Outcome Causcs Problems

One specific problem that frequently arlses with
annual monetary incentives (as opposed to longer-
term rewards such as stock distributions) is that they
create an unwanted bias tloward short-term returns,
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The collapse of Enron can be attributed, in par, to
a poorly structured monetary reward system that
directly linkec| huge end-of-year bonuses to overly
simplistic performance metrics.'

Comparison Problems Exacerbated

by Monetary Incentives

Monetary incentives also exacerbate the comparative
measurement problems discussed in the section on
measurement, People care not just about haw their
performance is ranked but how they are rewarded
relative to others. Monetary rewards heighten compar-
ative tension because money Is easily compared, and
people tend to judge the value of a reward by its
relative rather than fts absolute value.'* What might
seem like a nice-sized bonus to an award-giving
manager may be judged an tnsult by the award-
receiving employee If it is less than that received by a
colleague the employee considers of lesser ability'’”
or If it Is less than what the employee expected
based on past practice.

Given these findings, itis unclear why an agency
would introduce financlal rewards for public sector

gers and profe Is, who already tend to
have strong Intrinslc motivation to do their jobs well.
Nor Is it clear why they would introduce them for
frontline workers, at least those with budgets not
casily replenished by the fruits of thelr Increased
effort and ingenuily. In most government agencles,
financial awards are necessarlly limited In amount
and number because of budget constraints, Non-
financlal and non-tangible rewards, such as praise,
have fewer problems so long as they are genuinely
and apprapriately delivered. And if they are not
scalable, the amount of a non-financial awarl
cannot be eastly compared to other awards, reducing
problems that arise because awards are jutlged more
by their relative than absolute value,

This does not suggest that all government agencies
should precipitously eliminate individual financial
bonuses if they already have them. Since workers
treal Is as relative rather than absolute, they
may look at financlal incentives relative not only to
athers but also to their own expectations based on
past practices. Sudden changes from past bonus
practices may lead to frustration and depress perfor-
mance. Additional Ination of the IHe on
and experience of organizations that have eliminated
bonuses would be usaful to Inform agency decision

making I this area. What Is clear is that if financial
Incentlves are Introduced Into agencles where they
have not previously existed, as Is frequently proposed
for many government agencies, they are nol likely
to have the positive benefits anticipated and are
likely to provoke numerous unconstructive responses.

Instances Where Positive Financial Incentives
Have Promise

Financial rewards do hold promise in a few specific
situations, especially for omganizations. They can work,
for example, In opt-in situations where individual
or urganizations are wooed to compete or pursue a
target they might not otherwise have considered with
potential prizes, grants, or contracts. The promise of
financial reward has successfully been used to woo
Individuals, such as baseball and basketball players,
and organizations, such as architecture firms, to

put forth their best efforts or ideas. The watermark
records they set in these contests may then have a
trickle-up effect as more and more peaple strive for
the equivalent of Roger Bannister's four-mi mile.

Monetary Incentives have also proven effeclive in
woolng organizations o adopt new eutcome-fucused
goals, adjust existing priortties, or at least bring
organizations with shared geals forward to cooper-
ate by offering monetary Incentive for doing so. U.S.
federal domestic policy agencies have long used
financial incentives lo enlist state and local govern.
ments in the health, welfare, education, employment,
enviror | protection, housing, transportation,
and economic development policy areas to advance
goals identified by the U.S. Congress as needing
attention.'™ States, localities, and nonprofils agree
to goal adoption in their grant applications.

1} T

In many of these goal-adoption incentive si .
the applicants clo not need financlal incentives to
want to adopt a specific goal. They are already
motivated to meet it and just looking for funding for
that purpose. In other words, they are not motivated
by the money but the cause. They do not need a
financlal incentive to improve, just financial fuel

1o operate, In these cases, the challenge for
government s not figuring out how to calibrate the
right sort of goal-adoption incentive. Instead, the
challenge for the incentive-offcering g is
figuring out how to find grantees (or contractors)
that share the goal and have a strong capacity to
deliver progress toward I, how to engage them in
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Case Study: The Value of EPA Regulatory Sanctions as Molivalors

The (.lenn Alr Act effectively uses the threat of a sertous penalty, the ability to stop fedarally funded highway
de prcnt pmjccts, to motivate states and localitios to meet spectfic, challenging airguality goals.' ' The law

ired the U.S. Envi | Protection Agency (EPA) to sot six aircuality guals for the nation, the National
Amblent Alr Quality Standards. All major areas were required to attain these minimun standards
by specific dates. Air-quality monitors atound the country maonitor attainment, initlal failure to meet the standard
triggers an initial sanction, lhal the state must write an lmplcmcnmlun plan. In the plan, a state Is expected to set
forth a cogent, data-inft ] strategy for I tional alr-quality goals (standards) in non-atiainment areas.
The law required EPA to trigger the second pmally, loss of federal Iunds for highway developiment projects, if
non-attainment porsisted past a specified period and If EPA constdered the state atal plan unaceeptable,'™
The system has successlully 1 nut only ton to the problem, but air-quallty improvensent. In 1999,
for example, 400 counties were designated as non-attainment arcas for ozone. By 2002, 157 of those counties
had moved from n 1 10 © status.' Similar progross has beon made for tho other five Ini-
tlal criteria air-quality standards.'*

In contrasy, the U.S. Clean Water Act, which also set a specific, challenging goal uf zeso discharge to the navigable
waters of the United States, lacked a similarly powerful automatic trigger to compel attention 1o and measure
progress taward the goal. As a result, despite evident cleanups in some water badies, EPA cannot sintilarly report
where and by hew mtuch water quality has improved across the nation. That information gap is finally changing as
EPA to the of the G Performance and Results Act and a spate of local lawsuits

rvqulrinn EPA or states to set targets for tha amount of discharge specific water badies can tolerate.'?

interactive inquiry 1o identify more effective and
cost-cfficient approaches, and how 10 share what
they fearn broadly with others.

Govarninent agencies have also used grants success-
fully to entico states, localitles, and sometimes
nonprofit organizations to feed data into federal
systems, Grant-induced data collection efforts are
often beset with debate about data standards and data
quality, especlally when a state already had its own
system In place before applying for a federal grant,

performance drivers instead of driving them out.
Researchers have found that penaliies wark ntost
effectively when the “penalty threatener” has high
prestige and those at risk of being penalized know
cloarly what is expected of them, The thieat of a
penally can also work well as a way to compel
commitment from others, whether an individual or
organization, 1o a specific goal,

Penalties have proven an effective mechanism for
ensuring that for-profit (lrms meet goals (minimum

Nonetheless, especially when incentive-offering
agencles require submission of outcome data, a permi
commun data about perf e and other prog

tandards) established by governntent when granting
lo operate (regulatory permit) as well.'*

characteristics strengthen analyses to detect successes
and problems, contributing to performance and
accountability increases.

Instances Where Penalties Are Effective

So far, the discussion has concentrated on positive
extrinsic Incentives, those offered as a reward.
Incentives do not always come in a positive form,
Extrinsic Incentives can also be structured as
punishment. Penalties such as the withholding of
promised payments or public criticism can effectively
deter certain performance-reducing practices.

Ay with and und Jing of the need to
avoid a practice or outcame makes penalty threats
more effective, tapping Into and boosting Intrinsic

[BM Conter v The Dunineas of Canwerurwit

Sometl espectally when stretch goals are set,
meeting the goal requires private sector experimen-
lation. Penalty threats have also praven effective
for compelling private sector measurement and
public reporting.

tnstances Where Penalties Create Problems
Penalties create problems when used without expla-
natlon of why something should be prevented. They
do nout work well when a large proportion of those
at risk of being penalized disagree with what they
are being asked to do. Lven in those circumstances,
however, the threat of a penalty can bring about
compliant responses. The motivation to comply tends
not to last, however, beyond the penalty threat.
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Amony colleagues, it is mare effective, at least
Initlally, to encourage adoption of centatn behaviors
and avoldance of bad ones than lo threaten negative
consequences. Collegial pressure on members of a
group works better if it is non-coercive, because
coercive pressures make the person threatened too
concerted about the consequences of fallure and
how to avold them than about how to improve his
ot her performance. '

When penalty threats play a more prominent role
than constructive feedback, they can ignite a
confrc | relationship, i ling what might
otherwise have been a performance-tmproving
collaboration. One way to mitigate this possibility
is to delineate clearly the conditions or behaviors
that will be penalized and compl that infor-
mation with constructive feedback and interactive
inqulry. When this is done, penalties function more
as a border guard, signaling the location of the
“do not cross” line. Used this way, penalties play

By el

a useful backstop role lo constructive f k

Ly

Rewarding Individuals or single organizations can
exacerbate unhealthy credit-clalming problems,
especially when attribution is difftcull. If people know
that their individual contribution must be recognized
to be rewarded, they must devote energy to attention
getting and credit claiming, or risk not being fairly
rewarded for their own work. This divents intellect and
time from improving outcumes to Improving personal
pusition. Group Is are superior to individual

k when cooperation Is needed.

Compare with Care

The measurement section explored how comparison
can illuminate, [dentifying benchmarking models and
problem areas and providing valuable performance.
improving insights for both organizations and
individuals. At the same time, comparison can
make people feel less effective than they previously
believed themselves to be, curbing rather than
inspiring thelr inclination to do better. When used
as the basis for rewards, comparative measurement

Who Gets Rewarded or Penalized?

Performance-driving, accountability-enhancing
incentives require good decisions not just about

the nature of the incentive, but about the intended
incentive recipient. Should incentives go to individ-
uals, teams, or whole organizations? Should every-
one share In rewards or just those that have the best
performance? Answering the “who” questions well,
pertaining to cooperation, comparison, and the risk
otientation needed for different kinds of work, can
lessen incentive problems.

Reward the Group, Not the Individual,

When Ceoperation Is Needed

When cooperalion is needed, rewards given to indi-

vidual people or organizations rather than to the

whole contributing team tend to rk the unrewarded.

Consider, for example, a government agency whose
ission Is reducing homel To be successful,

the agency needs assi e from the housing and

soclal service aguncies, as well as the general counsel

problems are exacerbated. If people feel their relative

king or their comparative comy fon is too low
relative to others they deem not as cffective, they
often adjust their work effort downward to match
compensation received.'*

Discouragement also sets in if the comparisons used
as the basis for rewards are deomed unfair in terms
of distributive and procedural justice. Warker satis-
faction with jobs and pay levels depends on a sense
that distribulive justice (the fair allocation of
rewards) has been mel. The feeling that the process
used to make reward allocation decisions (proce-
dural justice) is fair is also impontant. Workers’
attachment to the organization and thelr feelings
about thetr bosses is lowered when they feel proces
dural justice has been viclated.'"

Reward Quotas Cause Many Problems

Reward quotas limiting the number of people in an
organization who can recelve bonuses can further
discourage couperatlon. Rewarding only a fow per-
formers based on relative ranking interferes with

and contracting offices. Yet if the homeless agency
is the only unit rewarded for reducing homelessness,
the spirit of cooperation Is not likely to last long. When
cooperation is needed, group rewards make sense,

led cooperation because one team member’s
gain is another’s luss, An incentive rewarded to one
person or organization comes at the expense of
others and limits the inclination to be mutually sup-
partive. Moreover, arganizations with reward quotas
aru not likely to be the kind of workplace where
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the “best and brightest” want to work, because It
anlificlally $imits the number who can be recognized
for thelr good waork, even when mast warkers are
outstanding. '

This arguus strongly against setting quotas limiting
the percentage of high perfornters who can earn the
best rewards, Rosearch suggests that these systems
will also frustrate the large numbers of workers who
ate above average but not quite good enough to
make the cutoff for the best performers.'* Reward
quotas may work well for organizations that neexl a
few superstars, where everyone else can be mediocre,
They do nat work well, however, for arganizations
that want to attract and keep large numbers of strong
performers, And even In star-seeking systems (such
as those wooing the best athletes and i

managers), very high rewards for the very few can
resull In wasieful competition if too many seek star
status, absorbing moti | and training resources
more productively directed to other endeavors. '

.

Rank-and-Yank Not for Permanent
Government Workers

Ranking to penalize those at the bottom has been
advocated as a way o [dentify individuals with the
worst perf e for employ lermination, This
“rank and yank” approach, advocated and named
by former General Electric CEO Jack Welch, calls for
identification and then termination of the bottom

10 pereent of the workforce vach year, replacing
that 10 percent with the best available applicants.

A simulation madel of this approach, which does
not incorporate ltkely morafe and productivity effects,
concludes that this system will wark In the private
sectur, but even there only for a shon period.'
Given the greater difficully of terminating employees
in the public sector, even testing a rank-and-yank
approach would make sense In government only for
probationary and temporary employees.

Default Position: Limit Use

of Individual Incentives

The evidence leads to a surprising, non-intuitive
conclusion. mdividual Incentives are seldom likely
to work in government, Except in a few specific types
of situations, il is far preferable to reward everyone
or to reward no one beyorl basic pay, especially
when ceoperation s needed among individuals in
an organization. It is far too difficult to measure

IIM Contor tur The Buslaess of Gevernment

Individual contributions and compare performance,
and far 100 costly In terms of worker discouragement,
to make perfformance-based incentives for individuals
a sound practice. Where breakthrough performance
and risk Laking Is sought, opt-in contests can be used
to attract those motivated by comparison and com-
petition. When cooperation is needed among those
being compared or when a non-trivial proportion

of the workforce is likely lo be discouraged by
comparison, individual rewards and those based

on relative position should be avoided.

Rewarding no one or everyone does not tmply, it is
important to note, that individual feedback should
not be provided. As noted earlier, individual and
organizational feedback, delivered constructively,
directly contributes to performance improvement,
infusing with life the motivation, illumination, and
communication power of goals and measures.

Design Extrinsic Incentives to Match the

Job Requirements

Which situations warrant perf tinked incen.
tives for individualst One strategy for private sector
performance-based pay schemes for individuals that
may hold promise for the public sector is “reward the
extremes, muddle the middle.”"*? Baron and Kreps,
in a textbook on private sector human resource
management, offer three conceptual categories of
jobs worth distinguishing for incentive purposes:
stars, guardians, and foot soldiers. Stars hold jobs
with significant upside potential and timited
downside risk: *where a bad performance isnt too
bad, but a good performance is very good for the
firm.” Venture capitalists and researchers fall in this
category. Guardians hold the oppusite sorts of jobs,
where "a bad performance is a disaster but a good
performance Is only slightly better for the firm than
an average performance.” Alrline pilots fall in this
category, and, arguably, so do federal workers who
review products for safety before allowing them to
be sold on the market. Those covering the territory
{n between are labeled foot sofdiers.'™

Baron and Kreps advise dlifferent recruitment,
training, evaluation, and incentive systems for these
three types of jobs, They urge, for example, that
organizattons structure job assignments that involve
high-cost risks in ways that minimize the risks of
failure, such as by introducing redundancy into the
systum when more people dolng the same tasks can
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Incentives

Extrinsic incuntives drive oul intrinsic ones and therefore need to loyed with great caution and caro, Because
they so eften backfire when used inappropriately, they should be uu:d only in very limited clrcumstances.

When Extrinsic Incentives Work

Extrinslc rewards linked to attainment of a goal or specific measurement level wotk when rewards are large enough and:

» Goals are simple, casily , and clearly ) with en individual

o Goals are simple, caslly measured, and the rewards aro shared falrly among all who contrlbuted to goal attalnment.
o The revenua or cost-savings stream used to fund rewards is not fintte, but replenishod by oul or productivity gains.

o They are used to attract people and organizations into contests to estabilish breakthrough perf k
ralsing the bar on what constitutes a challenging goal for ather high achlovers and :renllng a *trickle up” effoct on
othens’ performance,

o They are used to attract others to adopt specific outcome tergets and to report moasures to the public or a central
repository.

Panaltios, when they are large onough, work to encourage:

* Qoaal adoption.

* Mensurement gencratlon,

¢ Reporting to the public or a central repository.

® Adoption of ¢ffective goal-attal pmtucuwhcn effective altainment methods are known,
Experi fon when cffecti hods are not known,

When Extrinsic Incentives Do Not Work
Extrinsic romrdt llnked lo atlainment of a specific goal or measurement level tend to discourage workers and often

"

trigger dy (-p p whon:

¢ Rewards are given to Individuals rather than everyone who contributed, when cooperation Is needed.
* Tho aumber of rcwurds is limited
- and th rieres with cooperation L people need to compoto with each other 1o oarn a reward, and

- necossites comparison across multiple dimensions of performance, which in tum requlres subjective rather than
evidence-hased judgments about the relative Import of each dimension of performautce

The valua of rewards czn be easily cnrnpnred a3 I the case with i ; J‘ | is) and self-perceptions of porfor.

mance exceed tho porcep of those d ing who gets
Bifferances of opinton exist about the rolative value of others’ contributions.

Coals are complicated. )

Goal attainment Is highly uncertain and depends on fictors that are difficult to Influence through agency action,
Goal attainmont necessitalos oxperimentation because knowledge about effective intorvention Is so limited,

o A long lag time exists between dgency action and societa! outcomes,

® An agency goal Involvos the prevention of rare events or other difficult-to-measure outcomes.

Penalty cffoctivencss is compromised by:
® A lack of und ding of the imp of the goal (especiatly minimum stancdards that tigger penalties),
o A penalty-threatening entity that Is weak, distrusted, or otherwlse not respocted.
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reduce the risk of a high-cost problem, For stars,
they suggest that “performance evaluations should
recognize outstanding performance and treat fatlure
as being close to on par with mediocrity.”'** They
note, even further, “If It can be demonstrated that
“failure’ entalled same chance of success, failure
might even be evatuated ahead of conservative
mediocrity, to encourage risk taking.”'* In contrast,
went systems for guardian jobs should
primarlly focus on unacceptably low performance,
taking care not to assaclale top ranking with risky
behaviors,'* They also warn against combining star
and guardian Jobs, where possible, because of the
difficulty of structuring effective Incentives,'™’

Organizational Rewards Not as Sensitive to
Comparison, but Caution Still Required

Many organizations, most notably businesses, often
respond favorably to monetary incentives linked to
comparative porformance, striving both to win customers
and 1o survive by demanstrating past performance
levels better than their competitors, An Increasing
numbor of public sector organizations, as customers,
are also successfully using financial incentives to
reward contractors for strong past performance,
delivering the incentive In the form of new contract
awards.'>® Whether or not rewards delivered, after the
facl, lo top-perfornting government organtzations can
stmilarly motivate performance improvement is less
clear from the evidence, because no examples of this
sort of arrangement were found during the prepa-
ration of this repont. Rewards delivered before the
fact, in the form of a grant, can be an effective tool,
however, which one organization can use to altract
other organizations to adapt new cutcome-focused
goals or cooperate to meet a shared goal.

However, prablems can arise wlen incentives are
linked to organizationa) perfermance comparisons, as
noted carlier in the discusston of the way moeasure-
ments inform customer or electoral choice, Those

What Gels Rewarded or Penalized?

One of the biggest challenges in establishing a per-
formance-linked incentive system is deciding what to
reward. Should incentives be linked to oulcome tar-
gots, output targets, or sumething else? And should
they reward outcome attainment, progress toward
the target, comparative position, or something else?
It turns out that the smartest approach for most gov-
ernment agencics, |)crh.1ps surprisingly, is not tink-
ing incentives lo of or progress toward
either vutcome or output targets, Inswnd, as the
arguments presented helow suggest, the most effec-
tive and fuir system may be one that holds organiza-
tions and the people in them accountable for setting
outcome-focused goals, ing progress toward
them, and using goals and measures to manage.

Target Attainment, Progress Toward Target,

or Something Else?

Linking Is and penalties to goal attal Is
unfair and {nfuriating when individuals or organizations
lack the skills, resources, ar authority to meet (or
mike progress toward) thelr targets and the moans
to secure those inputs. Indeed, some missed targets
are inevitable in healthy, discovery-provoking, risk-
tolerating enterprises. If individuals and organizations
meet all their targets all the time, it suggests that they
chose timid targets and missed the performance-driving
power of challenging goals.

Outcome Targets: Adoption Essentlal,

but Attainment Should Not Be Tied to
Rewards or Penalties

Many circumstances make it infeasible and unfair
ta reward (or penalize) people or organtzations for
meeting (or failing to meet) oulcome targets, These
include the inability to contral external factors that
significantly affect outcomes; long lag times hetween
outcome attainment and action; outcunes that are
hard to measure because they occur as infrequent,

| wd by meast y (for exampl

by the luss of customers or an election) often try to
dismantle them. Fer incentives to drive improved
perormance In these situations, thuse who want
comparative performance measurements need to
assemble and maintain greater, or at least better orga-
nized, political power than those being measured.
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) events; and attribution problems
assoclted with production interdependencies,

External factors can be influenced, but not
controlled. Gavenment cannat control all factors
influencing outcomes, and therefore linking incen-
tives to outcomes necessarily includes a significant
gambling component. Rewarding those that attain
specific outcome levels favors not just those whose
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Advance Rewards for
Delayed Outcomes

Rescarch on private seclor software developers
concludes that for cutcomes with long lag times and
attribution prubilems, linking rewards t vutcomes
does not work. Instead, the advice is to invost in
extensive screening to find and hire the right people
for the job, pay them well to show management
confidence in their work, provide stock shares in
the company so they sharo In long-term returns, and
let them do thelr work withoul trying t0 moasure
Individual performance,'™

actions contributed to pedormance gains but also
those who were Just plain lucky. Conversely, ponal-
1zing thase that fail to meet thelr targets unfairly
hurts the hapless, even if they worked very hard,

Those that set stretch targets, the sort that stimulate
Innovatlon, are at a speclal disadvantage If incentive
systems penalize the non-attainment of a target, tn
addition, rewarding outcomes can be a problem when
outcomes vary significanily from year to year because
of uncontrollable factors such as a group of particu-
larly high- or low-achteving students in a class one
year or weather conditions, (Year-to-year varlance
problems can be mitigated to some extent by linking
Incentives to multi-year averages of outcomes. ')

Long lag times preclude timely inc It is also

events, such as terrorlst attacks, fires, outbreaks of
Insect-linked diseases, or taffic accldents. How do
you measure what did not happen? Some programs
have learned how lo common

events, lest different risk-reduction approaches,
measure their effectiveness, and implement increas-
Ingly cost-effective approaches, These programs
measure outcomes as reductions in unwanted
cvents. When these types of programs mature, and
succeed in managing unwanted events down to a
low incldence, maintaining a low incldence level
conslitutes program success, While it is feasible 1o
reward attainment of a steady performance lovel
every year, sleady-state accomplishnents tend lo
bu undervalued when compared to areas with more
significant performance gains, This becomes prob-
lematic when rewards are limited in number and
thelr allocation is conpetitively determined.

Attribution tensions interfere with cooperation,
Altribution problems arise when Incentives are
offered to Individuals or organizational unts for
improving outcomes that depend upon multiple
parties for success, Two types of attribution
problems are common, credit claiming and credit
avuidance, both of which interfere with the cooper-
ation needed to improve outcomes.

Much of government’s work requires cross-office
and often cross-organizational cooperation to
Impruvo uu!comcm Increasing seat belt use, for

difficult to reward outcome attainment when a long
lag time occurs between the soctetal outcomes
saught, such as reducing the incidence of a discase
whose causal factors are not yet understood, amd
the actions taken to influence them. In such shua-
lions, payouts or penalties would occur long after
they are needed to have a motivational effect. Long
lag times characterize many government programs,
including those supporting basic research, software
development, efforts to address problems with long
gestational perltods, economic development, and
arguably even education programs (if self-suffictency
is scen as the ultiimate objective). Publicly traded
companies accommodate this problem with stock
and options distributions; public organizations have
no similar way to deliver a share In future returns,

Unwanted events are hard to count. Incentives linked
to performance outcomes can similarly be difficult
when the sacietal abjective is to prevent unwanted

ion among school
prlm.lpals. the !ocn! police, state legislators, gover-
nors’ safety advisors, Department of Transporiation
reglonal offices, and NHTSA staff. If incentives
are offered for rasing seat belt use but not shared
among everyanc involved, how much of the perfor-
mance increment credit should each party claim?
Efforts to parse out credit for accomplishments
delivered through a suite of partners quickly lead
to artificlal measurement machinations, with no
discernible performance or accountability gain.
And once an assessment system is seen as antificial
or unfair, it discourages the very parties the sys-
tem secks to motivate. It can also Interfere with a
dynamic leaming system where all parties reaclily
share the information they collect, so strategies can
be quickly revised based on the latest evidence.

tronically, while somte try to clatm credit, others
seck lo avoid It Some top performers, faced with
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Fear of Turf Wars Leads to Outcome Avotdance
and Affinity for Output Targets

In the author’y work with state environmental agencies, very bright, experienced, and committed sertior complic
ance and enforcement officials have been reluctant to adopt environmental outcome targets, such as a water-
qunllly goal, dmplm (-vldunco that this approach worked wrprlslngly well In another environmental agency,

!

1 not from thetr tnabllity to control all factors

nl!ccllng water quallly. but from a concern that olhm in their agencles, including the permit and rule writers,

waould view thelr uf an outu

) goal as turf 4

One consequence of this stoveplpe mentality Is thal, historically, few n poy

whother or not they are inproving water quality. Operatiing units with the most staff resarces Imtuml traciitton.
ally focus on specific activities assigned 1o them, such as permitiing, inspections, rule writing, and enforcement.
Agency planning and sclence offlces measure environmental outcomes such as water quality and human health,
but, In the words of a local cnvironmental regulatory official when asked about using his state's health tracking
dala, “Thore Is little connection between that and the work we do”

lo

comparative rewards, lessen thelr offorts lest they
allenate co-workers with whom they work on a
regular basis. Some are embarrassed by higher
bonuses. Others are reluctant to conslider Issues
beyond those clearly considered their own terri-
tory, fearful they will be seen as trf encroachers.
The result is disjuinted production lines that lack
the glue needed to meld component parts into a
coherent, functional whole that improves autcomes.
Interactive inquiry meetings, with outconte-focused
goal leaders and tleam can address these
concerns, while incentives tend to exicerbate them,

Cutputs Targets Not a Uscful Substitute
Because of all the problems that make it difficult to
link incentives to outcome targels, many agencies
have done what New Zealand originally did. They
have adopted output targets, such as clients served,

processed, permits issued, and trainings
offered, Instead of focusing on outcomes, Yet
anything other than outcome targets tends 1o distort
behavior in ways that do not improve either societal
oulcomes or accauntability.

A classic piece of organizational behavior research
conducted by Blau in 1963 documented how output
indicators interfere with outcome gains.'s! Blau stud.
ied an employment office with a misston of serving
“workers seeking employments and employers seeking
workers.”'™? The employment office inltially evaluated
its own workers' performance by counting the easily
tallied number of interviews conducted. Blau found
the output-oriented assessment triggered sorfous
dysfunctional distortlons:
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The interviewer's interest in a good rating

{ fed that he maximize the ber of
interviews and therefore prohibited spendi
much time on locating jobs for clients. This
rudimentary statisticat recond Interfered with
the agency’s objective of finding jobs for
clients In a perlod of job scarcity. '

(J

The employment office subsequently adjusted its
program performance tndicators, substiluting a set
of eight indicators for the one, including an outcome
Indicator, job placement, The shift 1o outcone
successfult ivated desired changes
in warker behavior, resulling in higher placement
ralos. allhuugh it also created some measurement
blems. A sul 1 effort to add
many more indicators confused workers because it
lacked specific targets to communicate priorities.

Blau’s research and many additional studies since
then have documented the exceptional difficulty of
picking the right outputs 1o measure without trig-
gering behavioral changes that compromise the
pursuit of the outcomes government agencies seek
1o achieve. When situations vary and waorkers or
organizations need 10 select from among a combi-
nation of interventions 1o improve outcomes, linking
Incentives to a small set of oulput indicators tends
to distort choices to favor actions that are measured,
thereby interfering with outcome gains,

Output Indtcators can work In some shuations,
most notably swhen a clear link has been established
between o particular activity, such as the adoption
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of mutorcycle helmet use laws, and outcomes. They
can also be useful when the outputs themselves are
a component part of Ihe outcomes, such as pathole
repairs. Even wilh pothole targets, however, failure
1o measure the outcome attributes of the repairs,
such as durability, along with the output indicators
1s likely to bias activity cholces toward what is
being measured, Milestone output targets are also
useful for infrastructure and other singular objectives
with long lead times, such as letting a contract for
or completing a section of a major construction

Inteltigence), effective strategles and tactics, rapid
deployment of personnel and resources, and
relentless follow-up and assessment.'™ And through
Compstat meetings, s provided feedback
and stimulated interactive inquiry.

Summary and Implications

In sum, extrinsic incentives in the form of externally
promised financial rowards and threatened penalties
can motivale, but they can also dlﬂcoumge andl trigger

project, In addition, output targets can be vatuabl
for certain essential measurement infrastructure
activities that support outcome measurement and
ultimately the identification of what works and what
dousn’t, such as bullding a database and teaini
peaple how o use measurements,

A Solid Alternative: Link Incentives

to the Use of Outceme-Focused Goals

and Measurement Mastery

Incentives Ilnkcd to outcomc targets create numerous
perf g, ace bility-cramping
problems. These do not get fixed by linking incen-
tives to oulput largels, most of which divent atiention
and effort away from intproving outcomes.

There is an alternative, suggested by CompStat and
other successful performance management efforts,

It requires a change in accountability expectations.
instead of linking Incentives to meeting or making
progress toward outcome targets, it suggests the use
of incentives to motivate attention to outcome-focused
targots, including the establishntent of targots when
they have nut already been set, and 1o the mastery
of the full array of that can ilumi
progress and preblems. The CompStat experience
suggests how powerful and motivational outcome-
focused goals and measures can be without any
explicit link between target attainment and reward
or punish To reit the ge attributed to
former Now York City Police Commissioner William
Bralton, managers did not get in trouble If the crime
rate went up In their precinct, but were taken to task
if they did not know why It had gone up and did not
have a plan to deal with Iv.

Bratton clarifted his accountability expectations

for all his managers. He did not expect target
attainment. He did expect the use of specific objec-
tives, measurement mastery (ttmely and accurate

lysfunctional responses, | g performance-
dmnpcnlng, accountability- wducinu responses such
as vutcome avoidance, ipulation
and timid targets, Extrinsic Incentives drive out
people’s Intetnsic motivators and complicate Inter-
persunal comparison problems. They can work for
Individuals in a imited number of circumstances,
most notably for simple tasks where the motivated
performance gain generates revenues that fund the
rewards, but these ¢l tances occur infi |
in the public sector. Extrinsic incentives can be more
cffective for omganizations, especially when used to win
attention to a goal, participation In a measurement
system, and participation in performance-impraving
experiments. Even with organizations, however,
extrinsic incentives have to be used with care, because
they can motivate measurement games instead of
porformance lmprovement,

When extrinsic incentives are used, rewards should
be shared amang all who contributed to progress o
encourage cooperation. Comparative performance
measurement can be a powerful tool for detecting
successes and problems, but using it as the basis
for reward or penalty is likely to lessen its accuracy
and thereby compromise its illumination value.
Therefure, government agencies should adopt a
reluctant approach to the use of incentives bath for
individuals and for nrg.mitalions, especmlly since
goals and , aCC ! by feedback and
interaclive inquiry, are such powerful motivators
and performance drivers on thelr own.

www.xisineuehnvormment o

51

Six Essential Practices for Using
the Building Blocks Effectively

Extrinsic lncenllw.-a can work but they can also
backfire, d 8 both perf e and account-
abitity, 'Ilmy ean rub goals and measures of their
abitity to stimulate the kind of effort and innova-
tion that results in continual, sometimes dramatic,
Improvements In societal conditions. And, they
easily provoke unproductive fears that Interfere with
improvement efforls, especially when accountability
expectations are left vague, What this suggests Is
that less attention should be paid to incentives and
far more to ensuring the active and effective use of
outcome-focused goals and measures. What it also
suggests is a need for public organizations to clarify
accountabllity expectations both with those being
held accountable and with those holding them to
account, including supervisors, legislators, budget
offices, grant-giving organizations, delivery partiters,
and the public. Specifically, govemment organizations
and their managers shoutd be held accountable for
six essential practices:

¢ Emphasizing outcomes, using specific targets:
Focus on specific outcome-focused goals of targets,
a few of which are challenging; set targets when
they have not been externally set; and use targels
to communicate relative priorities in all arcas.

o Measurement mastery: Measure progress and
other factors affecting progress and accountability,
communicate it broadly, and discover what the
measurements reveal, This is accomplished by
organizing and studying the data to look for pat-
tems, anomalies, changes, and celationships to
find what waorks, what doesnt, causal connec-
tions, and where more understanding Is needed.

¢ Delivering feedback: Provide feedback to those
trying to reach targets so they stay focused on
them, helleve In thelr awn abllities to meet
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them, and think about specific ideas and prac-
tices that will help them reach their targets.

o Assuring an ongoing venue for interactive
Inqulry: Lncourage Interactive Incuiry to engage
others with cxperllsc and resources in dcllvcrmg

feedback, action planning, and tmpl

stimulate synergistic thinking; and facititate

coordination and collaboration, usually through

regularly scheduled meetings.

o Cogent strategles: Develop cogent long-term
strategies and shorler-term action plans (not
necessarily written plans) based on the best
available evidence and ideas.

¢ Implementation: Implement the strategy and
action plans, with ongoing revision based on
frecjuent and timely review of expertence.

With this sort of approach, incentives are best used
to set new benchmarks, enlist goal allies, and recruit
measurentent contributors, while penalties are most
appropriate for thuse who do not stay focused on
thelr goals, measure and analyze progress, develop
cogent strategies and action plans based on avail-
able evidence, implement the plans and revise
plans and actions as needed. If those being held
accountable in government, whether individual
managers or organizations such as grant recipients,
try what seemed like a sound strategy when adopted
and it subsecuently fails, penalties are not needed
or appropriate unless the goal is abandoned and
cogent strategles neither adopted nor executed.
Penalties may be appropriate in some cases—for
example, with for-profit firms regulated by govern-
ment if minimum standards agreed to as a condition
of operation are not met, especially If the means

for meeting the goal are well known or If promised
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measurements have not been delivered. If the means
are not known, however, it may even be appropriate
10 hald off penalizing private firms that fail to mect
thelr targets. This would be the case so long as the
firms stayed focused on their goals, frequently mea-
sured and reported progress, analyzed and shared
lessons led by the , engaged In
freqquent Interactive Ingulry not only in-house but
with the government and neighbors, developed
cogent strategles based on the best avatlable Infor-
mation, executed the strategles, anxl revised them as
suggestec by the evidence,

WA this prescription for performance management
work In practiee? Evidence from numerous govern-
ment agencles, some of it included In this repon,
suggests it can not only work, but work in a pow-
erful way with great outcame and accauntability
returns. 1t s evolving in the police, corrections,
parks, health, homeless, and wellare depariments
of New York City, as well as in the U.S. Coast
Guard and the Natlonal Highway Traffic Safety
Administration, Recent changes in New Zealand
suggest its public management reform efforts are
evolving in this direction as well, with a new
emphasis on managing for outcomes (MFO) that
no longer links pay directly to specific targets, '
The Tennessee Value-Added Assessment System
suggests a pussible way to measure performance
without unduly threatening those being measured
by placing the emphasis on feedback rather than
on punishment, Promising developments are by

no means limited to those mentioned in the body
of this repon., They are emerging at the Indian
Housing program at the Depariment of Housing
and Urban Development* and at the Maternal and
Child Health Bureau in the Department of Health
and Human Services, which requires all grantees to
report on 18 outcome-focused performance indica-
tors but places primary emphasis on data sharing,
feedback, and problem solving.

Promising developments are also cvident in the
Program Assessment Rating Tool, or PART, devel-
oped by the Office of Management and Budget. it
appropriately gives federal agencies credit for many
of the practices recommended here, Including set-
ting specific and challenging goals, emphasizing
outcomes, and mastering measurement. Two aspects
of the PART need 1o be revised, however, to lessen
the likelihood of dysfunctional responses: (1) scoring

agencles low for nut meeting targets wlhen programs
have set challenging, outcome-focused targels, mea-
sured progress, and implemented whal scemed like
a sensible strategy at the time the target was set; and
(2) scoring agencles low for not meeting targets they
cannol control because of legislative barriers, even
when an agency has proposed corrective leglslation
to the White House,

There are promising developments un the political
fron, as well. A small but Increasing number of
elecied executives have boldly announced oul-
como-focused targots with specific quantities and
deadlines, opunly reported progress and problems,
and won re-clection despite missed largets. And
while most legistative declston makers at the federal
level have ignored formal GPRA and PART ducu-
ments, many have pald attention to agency goals
and outcome measures when delivered In a format
that is relevant to them,

With a performance management approach that is
outcome focused, measurement rich, and inquisi-
tive but non-punitive, outcomes improve and
accountability rises, Outcomes rise because goals
focus and motivate, measures reveal what works and
what doesn’l, and feedback and interactive inquiry
inspire, Inform, and engage. Accountability (and
democracy) increases because public articulation
of specific goals clarifies what each organization
will do and what it will not do, allowing citizens
and their elected representatives to determine if the
organization Is doing what they want it to do and
inviting them to use their electoral and adminis.
trative process voices to respond If they disagree.
Outcomes and accountabllity also rise because
goals, ement, Ry . y, and
interactive ingulry encourage Intelligent, honest,
and diligent efforts,
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