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This book is not a how-to guide, but rather is intended t
be a reference guide on measuring government
performance in Alberta. The guide outlines the role ang
purpose of Alberta’s performance measurement system
and why Alberta has chosen to report publicly on its
performance. The guide also defines some key terms,
describes various types of measures, who should use
which type of measure and when, the criteria for selectir
measures, and guidelines to follow for public reporting.

The guide also discusses the role of performance meas
within the context of the government’s business plannin
process, and how measures can facilitate and enhance
program delivery and management. This includes
outlining the future direction for performance
measurement in Alberta.
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We want proof that our strategies are working and
producing the results we want...spending money is
no guarantee of results. Albertans expect that
government resources will be directed to programs
that work, that achieve the results we set out to
achieve. And they deserve to have information so
they can judge our actions and hold us accountable

for the results.

Treasurer Jim Dinning

Introduction

Albertans have become increasingly concerned about the value they are receiving for
their tax dollars. Government has often been portrayed as “wasteful”. Public backlash
against increasing taxes and continual budget deficits has forced government to rethinl
its role and ensure that it is spending tax dollars wisely. The traditional approach of
throwing money at problems is no longer acceptable. People increasingly expect fair
value for their tax dollars. They also expect the services provided by government to be
of top quality and to enhance their quality of life.

But how do we measure quality? In the past, government performance has generally
been defined in terms of what it has done (e.g. amount of funding provided, number of
kilometres of road paved, number of new hospital beds). But these measures focus or
how “busy” government has been, rather than what it has achieved. Claiming success
based upon program demand is not a valid indicator as there are usually no alternative
to publicly provided services. And tracking the amount of money spent to provide a
service won'tindicate if the government is making progress in solving problems.

To address the fundamental questions of program quality and effectiveness, we need t
determine whether government programs are improving Albertans’ quality of life.
Determining value in those terms will likely require a qualitative rather than quantitative
measure. As a case in point, Alberta has the lowest personal income tax rate in Canac
and no provincial sales tax, but many Albertans still feel overtaxed. Determining the
quality of Alberta’s transportation network may require assessing the relative ease of
getting from point A to point B (in terms of speed, directness of route, road quality,
etc.), rather than simply the structural integrity or cost per kilometre to construct and
maintain the road.




Thus, assessing performance should

While this guide will discuss the

focus less on program inputs (e.g. dollarsjmportance of establishing a proper
staffing) and outputs (e.g. grants, medicalperformance measurement system,
treatments), and more on the outcomes operformance measurement must be

government activity (e.g. safe
communities, healthy Albertans). In
short, we should try to determine what
works,what doesn’t and why. As we
learn more, government services can b

viewed as an integral component of the
larger business planning process rather
than a stand alone system. We want to
know how well we are doing in

achieving business plans goals, or at least

adjusted and available resources allocatedetermine if we're headed in the right

to the programs that produce the best
results. Given the reduction in availabl
resources, it is important that programs
deliveredefficiently, and imperative that
they beeffectivein producing the desire
benefits or results.

If you don’t know where you're g

What is
Performance
Measurement?

Performance measurement is simply a
method for assessing progress towards

direction. Maintaining this focus should
improve the overall quality of

egovernment services, and thereby
maximize the benefits to Alberta
taxpayers.

oing, you’'ll end up somewhere else.

Agenda '96

Measures can serve a variety of purposes.
First, they serve as a vehicle for
communication. To the public, they
signal the things that government deems
important, and how the government
should be judged. This is the essence of
the government’s accountability efforts.
Second, they can serve as a motivational
tool. To those within the organization,

stated goals. Itis notintended to act as
reward/punishment mechanism, but ratt
as a communication and management

ameasures signal what is important, and
1ewhat is necessary for success. Finally,
measures can serve as a vital management

tool.

Performance measurement in governme
is not a new activity. Many departments

already collect a wealth of information o

their programs, but this information ofter

focuses on inputs and outputs (e.g.
funding per Full Time Equivalent studen

and decision-making tool, providing
information that can be used to make
2nimprovements in program design and
5 service delivery.

n
1 With the recent major changes in the way

government operates and delivers
t, services, many existing evalution models

monthly client caseloads, grants providedmay no longer provide the information

to various organizations). While this is
important and useful information, the go
of instituting performance measurement
in government is to shift the focus from
the amount of resources allocated, to th
results achieved with those resources.

necessary to guide future actions.
alTherefore, new models may be required
to determine whether programs continue
to provide the intended benefits, or if
e remedial action is required. To facilitate
that assessment, we need measurement




information to tell us if we're headed in | analysis of the process. An increase in
the right direction. the crime rate may not be perceived as
significant a problem if all of the increase
Regardless of the information or insights is in minor assaults, offset by a decrease
measures provide, it is important to bear in more serious offenses. Similarly, a

in mind that these are only indicators or| decrease in the crime rate may not be
gauges of performance. Performance | cause for celebration if there is greater
measures are not a substitute for analysigpercentage of serious violent crimes

and judgement. Determining the proper being committed.

corrective action will require detailed

What gets measured gets done, and what gets recognized, gets done best.

Oregon Benchmarks

Why Measure
Performance?

three-year business plansABetter

Way. They included a definition of each
Success is often gauged by “we’ll know ministry’s core businesses, established
it when we see it”. The problem with | goals for each of those core businesses,
this method, however, is that it does not and presented strategies to achieve the
provide any guidance for future actions, goals. With goals established, a system

Also, it may be difficult to recognize was needed to indicate success in
success unless the question has been | achieving those goals. That’'s where
properly defined in advance. performance measures came into play.
— Example

The Hitchhikers Guide to the Galasythe story of an alien race that builds a

super computer named Deep Thought to answer “the ultimate question of life, the
universe and everything”. Several million years later, the computer announcéed
that it had the answer, but admitted they weren't going to like it. Pressed, it stated
the answer was 42. The problem was that the race needed to know the queftion
in order to understand the answer. And determining the question was beyond the
computer's capabilities.

One of the major changes the Alberta | The following figure represents a
governmentinstituted in 1993, wasa | traditional model for business planning.

more business-like approach to Performance measures constitute the
government. Part of that change was theCheckphase of this model. Ti@heck
adoption of a multi-year business phase involves studying the results of the

planning process. The 1993-94 Budget initial implementation of plan strategies,
marked the release of the first set of and determining what happened.
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Plan - Do - Study - Act

Plan achange or test
aimed at improvement

Act

- Adopt the change
- Abandon it

- Test again

Do it (perferably on
a small scale)

Study the results.
What did we learn?

Positive results can lead to full
implementation. Mixed or negative
results may require deciding whether to
stay the course, make changes to the plan,
or abandon the strategy atogether.

The circular presentation of the planning
cycle is vital to understanding
performance measurement. Measuring
performance is not an independent
activity, but an integral part of the overall

corporate planning/strategic management
process. Planning/management should
not be regarded as a linear production line
process, with a start and finish, but rather
as an ongoing continuous cycle.

Previous attempts to measure
performance or use business planning
have failed due to alack of integration of
the components, and not Acting after
Checking what happened.

Accountability can be defined as an obligation to answer for
the execution of one's defined responsibilities

1994-95 Auditor General’s Report

Accountability
Framework

One of the mgjor reasons for
implementing performance measurement
in Alberta was the government’s
commitment to be open and accountable
to the public. The government has

followed several recommendations by the
Financial Review Commission and the
Auditor General, designed to promote the
public release of information on the
financial condition of the province. This
policy direction has since been enshrined
in legidation under the Government
Accountability Act (see Appendix C).




TheGovernment Accountability Asets

out certain reporting requirements for the

government.
The province must prepare:

0 annual consolidated fiscal plans
including consolidated financial
statements and the economic
assumptions used in developing
the plans,

three-year consolidated business
plans mapping out the goals,
performance measures and
desired results for each core
business,

quarterly fiscal reports, and
consolidated annual reports
showing actual versus planned
results.

The key government reports under
theActare the business plan/budget
(Agenda 96, Estimatgsthe financial
reports (quarterly forecas®ublic
Account$, and the performance results
report (Measuring Up.

Ministries are required to provide similar
information. Ministry business plans are
included in the overall government plan
(Agenda 99, but ministry annual reports
are released after the government annu
reports and contain both financial and
performance results information.

Changes in the way government operat
have created new accountability
requirements. The government has saic
that it will “steer” rather than “row” and
has transferred the delivery of some
services from ministries to various third

party service delivery agents. The
government prescribes the policies and
standards to be followed by third party
agents, and has “contracted” these
organizations to deliver certain
government services. The governmentis
still ultimately accountable to the public
for ensuring that services delivered by
third party agents are being adequately
provided. For example, the Minister of
Education is the Legislature’s and
government’s agent for education
matters, and is accountable to the people
for the education system, even though
education programs are delivered by
local school boards. This concept of
accountability is captured in the middle
portion of the framework diagram (see
figure on next page).

nY

L

The Minister regulates the activities of
the school boards, in part by setting the
curriculum and standards, but the local
boards are accountable to the Minister
and the public for day to day program/
service delivery. From the public's
perspective, failure at this level is still
considered the government’s
responsibility, so the responsibilities of
each party need to be clearly defined for
proper accountability. This form of
accountability is captured in the bottom
portion of the framework.
al
Finally, the top portion of the framework
reflects the traditional form of
accountability between the government
esand citizens under our parliamentary
system of government. The various
] accountability relationships dictate the
need for different levels and types of
performance measures.




PARTNERSH! P 1 CORD
AGREENENT

GOVERNMIEN BETWEEN THE MEASURES
GOVERNVENT

BUSINESS
PLAN AND -
ELECTORATE Measuring Up
“ CONTRACT”
BETWEEN M NI STER
AND STAKEHOLDERS. KEY MINISTRY
MINISTRY MEASURES
BUSINESS * CONTRACT”
PLAN BETWEEN M NI STER
AND GOVERNVENT Ministry Annual
DECI SI ON- MAKI NG Reports
BCDI ES

DEPARTMENT ’ CO'\‘TT\EEACT" MANAGEMENT
AND AGENTS* y ﬁESTERE’XND MEASURES
OPERATING M NI STRY
PLANS
MANAGEVENT Internal Reports
* include.~ third parties such as school boards, universitie s and regional health authorities.

The moment that managers start measuring performance, it will improve.

As soon as performance is report, it i

mproves further. We know that

measuring and reporting performance will save a great deal of money and

improve service.

Role of the
Auditor General

The Auditor Genera has encouraged and
supported the development of
performance measures, recommending
that the government establish a system for
promoting effectiveness measurement.
The Auditor Genera has played an
important role in reviewing the first two

Alberta Auditor General

editions of Measuring Up, to assess the
fairness of the reports and to ensure the
accuracy of the information and
methodology employed.

Currently, the auditor’s review does not
carry the exactness and precision of
regular audits, but has been limited to
validating background information, and
deciding whether the measures are
understandable, relevant and reliable.
The Auditor Genera hopes that audit




procedures will develop to the point
where an authoritative opinion can be
offered.

To form a formal opinion, the auditor will
assess whether the measures meet the

basic characteristics set out in the Auditc

General’s bookleGovernment
Accountability In addition, a report
setting out the results of certain special
procedures carried out on the core
measures included Measuring Uphas
been published. Inthe interim, the
Auditor General has offered
recommendations in his annual report a
management letters on the government’
efforts to develop performance measure|

As the recommendations contained in th

Price Waterhouse repdfinancial and
Performance Measure Reportiage
implemented by the government, future
financial statements may include
performance information, either through

notes or schedules, or a separate sectiono

of the annual report.

The Government
Business Plan

Agenda '96outlines the mission, core
businesses, principles and goals of the
government. The core businesses are
described as:

PEOPLE...helping people to be
self-reliant, capable and caring through:

0 lifelong learning
0 excellent schools, colleges, universitig
and training institutes

0 a healthy society and accessible health
care

0 basic support and protection for those
in need

0 supportive families and compassionate
communities.

Dr

PROSPERITY...promoting prosperity

for Alberta through:

0 adynamic environment for growth in
business, industry and jobs

0 a highly skilled and productive
workforce

nabh an effective government that lives

5 within its means

s.0 an efficient system of roads, highways,

utilities and public spaces

el new ideas, innovation and research.

PRESERVATION...preserving the
Alberta tradition of:

0 strong communities

a safe society where justice prevails
a clean environment

pride in Alberta and strength within
Canada

0 strong values and culture.

O
O

The descriptions under each core
business reflect certain desired states for
the province, rather than focussing on
what government does. Government
activities represent “how” it will achieve
these desired outcomes. Progress
towards these outcomes for each of the
core businesses will be monitored by the
set of 23 core measures reported annually
in Measuring Up

2S
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We will shine the spotlight on our strengths and weaknesses. And we 11 use
what we learn to get it right. . . to stop doing things that don ‘t produce the

results Albertans want.

anaging for
esults

Up to now we have focused on the
accountability/reporting aspect of
performance measurement. While it is
important to monitor the results of
implemented strategies, measurement
information should also serve as a
program management tool. Performance
measures are a method for assessing
progress towards stated business plan
goals, and form a critical component of
the larger business planning process (see
figure below).

While Alberta’ s fiscal performance since
1993 has been impressive, the financial
figures only tell part of the story.

If government restructuring is to produce
positive benefits for Albertans, we need

Jim Dinning

to ensure that Albertans are receiving the
best results and the best value for their tax
dollars. That means the quality of priority
programs must be as high as possible.

To achieve business plan goals and
maximize the effectiveness of

government programs, we need to know
what works, what doesn ‘t and why.

Once we know that, we need to act upon
that information.

That means strengthening the link
between the monitoring/reporting phase
and the strategic analysig/planning phase.
by using the results information obtained
to enhance the efficiency and
effectiveness of government programs.
Eliminating the waste of available
resources on programs that don’ t produce
the desired return on investment ensures
that remaining programs are effective and
efficient,

Government Business Plan Cycle

) Strategic
- Analysis
7’
/
I
Monitor and Develop 3 year
Report Results Business Plans
Implement

Plan Strategies




Measuring
Performance

This guide is not intended to be a how-t
manual. How to develop specific
performance measures will depend upo
the activity to be measured. However,
here are a few guidelines to keep in min

healthy compared to others their own

age. The definition of “healthy” is left up

to the respondent. While it may be useful

to define “healthy”, there are other

medically based objective measures

D available to supplement self-assessed
population health (e.g. incidence of

n disease, life expectancy at birth, disability
due toiliness). Using the subjective

dmeasure of self-assessed health allows us

— Checklist

average Albertan)?

are working)?

[0 Do the measures cover all areas where the government/ministry is tryin
to achieve results (i.e. its core businesses)?
[J Are the measures easy to understand (would they make sense to the

U Will the measurement information help us to make better decisions (do
they measure something that matters)?
[0 Do the measures focus on success (tell us if the government’s program

\"2J

In developing appropriate measures, it 1
critical to remember that measures are
part of the overall business planning
process. Measures should be linked to
the core businesses, goals and strategie
identified in the business plan. Once the
organization has defined what its core
businesses and goals are, some measu
should develop naturally. For example,
the goal is sound financial management
probably the simpliest, most intuitive
measure is the annual surplus/deficit.

While creating measures may not be ea
many represent intuitive judgements
already made about program quality.
Why is this program important? Is this
program helping people? What would
happen if this program didn’t exist?

The difficulty may lie more in quantifying
“good” or “helpful”, or selecting a single
measure which captures all that
information.

For example, population health surveys
basically ask people whether they feel

~

5 to cut to the heart of the matter and
captures all the intuitive judgements
people already make about how to
measure health, including both the
sclinical and holistic aspects. In this
2 situation, it may be advantageous to
develop a suite of measures to convey
regopulation health, of which self-assessed
if health would represent the overarching

measure.

Performance measures are also intended
to communicate to the organization what
Syis important or necessary for success, and
should be developed by those responsible
for the program. The reason for this is
twofold. First, those most responsible for
a program are also likely to be the
resident experts, and the best equipped to
determine what constitutes good
performance. Second, if the measure is
to communicate to and motivate people,
the measure should be something they
can identify with, something which
means something to them. As such, it
should in some way define who and what
11
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they are as a unit, and what they believe revisions to find measures which provide
their program is all about. adequate information. Going through the

process may be just as important as

But perhaps the most important pointto developing the final measures, as it will
bear in mind is thateveloping serve to clarify people’s thinking on the

performance measures is an iterative subject and reveal the strengths and
process lItis unlikely that suitable limitations of alternative measurement

measures will be developed on the first| strategies.
try, and will likely require several

— Guiding Principles

measuring what has been produced.
performance for its core businesses.

know their business the best.

= Measures owned by ministries — ministries held accountable for the
measures they develop and the results they achieve.

= Measures should be free from bias — report both good and bad
performance.

=> Work with the Auditor General — to ensure the selection of valid and
objective measures.

—» Focus on results — determine the effects programs are having rather tk
=> Afew key measures per ministry — provide a snapshot of the ministry’s

—» Measures developed by ministry program officials — programs officials

TypeS Of Input measuresrefer to the resources

allocated to various programs
Measures (e.g., funds, personnel, equipment,

for determining the cost of providing

an

supplies). Input measures are important

There are a number of different ways to  certain services and analyzing the effect

measure performance. The four main | on service quality if the level of resources
types of measures fall under the changes. Tracking inputs should enable
categories of input, process, outputand improved allocation of resources to meet

outcome. program demands.

— Types of Measures

0 input measures (number of hospital beds, number of student spaces)
0 process measures
- activity-based measures(number of hours worked, number of
applications received)
- efficiency measuregcost per medical procedure, cost per student)
0 output measures(number of operations, number of graduates)
0 outcome measureqhealthy Albertans, highly-skilled workforce)
- intermediate outcome measuregimproved patient health, graduates
employed)




Process measures monitor the
organization’s activities. Activity
measures relate to how “busy” the
organization is, reflecting the level of
demand for government programs. The
volume of work and the amount of time
required to render service are important in
assessing program quality. Efficiency
measures track the cost of providing
service on a per unit basis. Process
improvement initiatives typically focus on
either speeding up response times or
reducing per unit costs. Note that cost
efficiency (how cheaply a service can be
provided) is not the same as cost
effectiveness (which method provides
better results at a similar cost).

Output measures represent the level of
service provided by a program. These
have often been used as indicators of
government performance (e.g. kilometres
of road paved, number of grants
provided). While output measures
provide vauable information, they fail to
indicate whether the government is
achieving broader goals (e.g. good
transportation system, safe place to live).
To measure success in achieving these

broader goals, we need to look at
outcomes. Outcome measur es focus on
the desired results of government actions,
(e.g. percentage of Albertans who feel
healthy, percentage of Albertans who feel
safe from crime).

Developing suitable outcome measures
can be difficult and complicated by the
fact that the results may not be known for
several years (e.g. educating children
takes thirteen or more years). In these
situations, it maybe necessary to measure
the intermediate steps towards achieving
the desired outcome. I ntermediate
outcome measures ar e short-term
oriented and represent “landmarks’ to be
reached along the way (e.g. percentage
completing each grade, percentage
achieving acceptable scores on provincial
examinations). The figure below
illustrates how intermediate measures
were used to track the progress of a long-
term project to clean up and restore the
health of an estuary in Florida.

An dternative to intermediate measures is
the use of proxies. Proxies may be used
to measure certain outcomes, particularly

Ordering of Estuary-Protection Outcomes
Hazardous Waste

(O.M. 5- Extent of
improvement m condition of
fish and habitat.)

Program Target Industry
recommends — group ——- practices
improved reached changed
industry
procedures (O.M. | - Number of firms (O.M. 2- Number of firms that
that participate m program ) improvedtheir practices. )
Health and Water Pollutant
wellbeing of B — quality B —— discharges
living resour ces reached reduced
improved

(0. M. 4- Amount of
improvement 13 water quality. )

(O M. 3 - Amount of reduction
Il pollutant discharges )
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where the result is difficult to measure
(e.0. students have the knowledge
necessary to succeed), or the information
is costly to gather. For example, health of
an ecosystem can be very difficult to
assess given the complexity of the
system, but the health of certain plants or
animals (e.g. spotted owl), may be
directly related to the quality of their
habitat and serve as an appropriate
barometer for the entire ecosystem.

Finally, a variation on outcome measures
is that of the quality of service provided.
Service quality has become increasingly

Use of Measures

Each type of measure provides a dightly
different perspective on organizational
performance and therefore will be
important to certain audiences. Selecting
the appropriate measure will depend upon
the intended audience and their particular
information requirements. Determining
the proper type of measure will aso
depend upon the activity being measured.
Performance measures typically relate to
a particular component of the business
process (see figure below).

Historically, governments have focused
their attention on inputs and outputs as
evidence of good government. We want
to expand the scope of measures used, so
that they reflect all aspects of government
performance. Shifting the focus from
what government does, to the outcomes
of its activities, will hopefully result in
successful implementation of the business

important as the government strives to
adopt a customer service philosophy.
Some of the key measures of customer
service are;

+ Reliability — consistent

performance

e Responsiveness — timely
service

e Credibility — having customer
interests at heart

e Empathy — attention to
customer needs

o Appearance — physical
evidence of service

plan. While government cannot directly
control outcomes, it does attempt to
achieve certain desired results through the
outputs of its various programs.

While the primary focus is on outcome
measures, the other types of measures
play avital supporting role. I nput
measur es describe the resources required
to achieve results, while activity
measur es indicate the level of demand
for services and can be used to estimate
the amount of resources required.
Efficiency measures describe the costs
of achieving a successful outcome on a
per unit basis, and output measures
report on the level of service provided in
attempting to achieve certain results.

All of these measures taken together
provide a comprehensive picture of
program performance, which is necessary
for program management (see the Alberta
Alcohol and Drug Abuse Commission
example on the next page).

Inputs Activity/Efficiency

RESOURCES | ——» [[PROCESSING —-»Ii SERVICES |- - =» EFCFLEIELST(S"N ’I

outputs Outcomes




Alberta Alcohol and Drug Abuse Commission
Community Outpatient and Education Services

Prevention and Outpatient Adult Day Adolescent Day
Treatment Counselling Treatment Treatment
Input $3,922,827 $6,342,289 $748,687 $894,534
Activity hours of hours of hours of hours of
counselling counselling counselling counselling
Time to Access On demand 1 week 1 week Immediate
Efficiency $32.84 $328.21 $562.50 $5,082.58
Output 119,452 19,348 1,331 176
contacts admissions admissions admissions
Outcome Under Under 75% abstinent Under
development development 68-78% improved development
functioning
78% very satisfied
with services
Notes: 1. Outputs are expressed in terms of admissions as treatment end points are diff
determine, but are deemed to be generally equivalent.
2. Time to access is important from a customer service perspective.

icult to

I I audience and what they want to know.
C rlte ra for The key criteria which measures should
Selecting meet are outlined below.
M easures The primary focus of the government’s

performance measures is for public
reporting purposes. Therefore, the
Selecting which measure to use is part arforemost consideration is that the

and part science. The choice of measuremeasures and the information they

will largely depend upon the intended | provide be clear and easy to understand.

— Key Criteria

= Understandability — the measure and information are clear and easily
understood by the public, and sufficiently explain how performanceis b
assessed.

=> Relevance— the measure is an accurate representation of what is bein
measured. The information presented is timely and directly related to th
subject matter.

=Y Reliability — the information is free from error, unbiased and complete.
Also, the results can be duplicated by others using the same informatio
methodology.

—» Comparability — results can be compared to other years or to similar

eing

e

N and

organizations.

15




Measures should be intuitively An extension of the reliability
understandable or provide sufficient characteristic is that the measure should
background information to enable the relate closely to what is being measured,
average Albertan to see the relationship rather than what is convenient. For
between what is being monitored and | example, funding per student is easy to
how it is assessed. track, but does not equate necessarily to
guality of education. Quality education
The public should have confidence that should relate to what students learn and
the measurement information is accurate their level of achievement.

and has not been manipulated to put th
best face on the results. To that end, the The following criteria should be
Auditor General conducts performance | considered when developing and

D

audits to ensure the reliability of the selecting performance measures. While
measurement methodology and data. Thesome measures may not satisfy all of the
use of third party information (e.g. criteria, especially if they are proxies,

Statistics Canada) also helps ensure the they should conform as much as possible.
objectivity of the data, and can provide
comparable data between like situations.

0 Do the measures relate to the stated core businesses and goals?

0 Does the measure make sense and is the wording understandable?

0 Does the measure really indicate the effects government intends the
program to have?

0 Isthe outcome measured at least partially within the organization’s
ability to influence?

0 Can the measure show the extent to which goals have been achieved?

0 Is the data accurate and can the information be collected over time on a
consistent basis?

0 Has the data been impartially gathered and analyzed?

0 Will the measures be valid for more than one period without significant
changes?

0 Do the measures allow for comparisons with past performance, other
organizations, other jurisdictions?

0 Can others using the same data arrive at similar results or conclusions?

0 Isthe cost of collecting the information reasonable?

0 Do the measures provide performance information on
ministry/government priorities?

0 Will the information be available on a timely basis?




The Structure of
Alberta’s
Performance
Measurement
System

The province's performance measurement
system is structured in a tiered format,
with different categories of measures used
to report on performance (see figure
below).

The second tier is the respective key
ministry measures. Each ministry has
selected several key measures to provide
Albertans with an overview of the
ministry’s performance for its core
businesses. These measures focus on the
outputs and outcomes of ministry policies
and programs, and provide background
information which feeds into the core
government measures. Secondary
measures may provide supporting
information to help readers understand
the key ministry measures, or provide
macro level information on non-core
businesses.

CORE

GOVERNMENT
MEASURES

INTERNAL MANAGEMENT MEASURES

The first tier consists of the core
government measures which are
reported in Measuring Up. These
represent macro level measures and report
on high level outcomes that are priorities
of Albertans. The core measures track
the government’s performance in its core
businesses of People, Prosperity, and
Preservation, and focus on the results of
the government’s activities.

Thethird tier isthe internal
management measures which provide
program-specific information and
additional supporting data for the higher
level measures. These program-specific
and administrative indicators provide
management with information on day-to-
day activities. They may also be used to
monitor the performance of “contracted”
third party delivery agents.
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The figure below presents the “scope” of
each level of measure.

Inputs Activity/Efficiency

RESOURCES | = RPROCESSING § ~—>»

EFFECTS ON

SERVICES

CLIENTS

outputs Outcomes

I

Core Government Measures

Key Ministry Measures

Internal Management Measures

Finaly, societal indicators, form a
backdrop for the other measures and
provide an overview of Alberta society,
tracking important trends about
Albertans’ quality of life.

Measuring Up

Measuring Up is the province's annua
accountability report to Albertans on its
performance. The report is a collection of
23 core government performance
measures indicating how well the
province is doing in achieving certain
global goals such as matching Japan’s life
expectancy rate (currently number one),
sustained economic growth of 4 to 6%
annually, and reducing Alberta’s crime
rate to below the national average. The
measures convey to the public and
stakeholders in a simple, clear and honest
way, the impact government programs are
having, and if they are being delivered in
the most efficient and effective way.

The core measures represent areas that
are beyond the direct influence of any
one ministry, and are therefore the
responsibility of the government as a
whole. While the core government

measures report on the macro picture,
ministry measures focus more on the
effectiveness of specific programs. As
overall government performance is a
function of individual ministry
performance, the core measures in
Measuring Up reflect the combined
influence of al government programs and
strategies upon achieving a particular
goal. The amount of influence each
program will have on a particular core
measure will vary widely.

For example, health programs have a
major impact on Life Expectancy at Birth,
but so do workplace safety regulations
(Labour), family support programs
(Family and Social Services), recreational
programs (Community Development),
and traffic safety (Transportation and
Utilities). While Health may have the
most direct impact on this measure, it is
not deemed to be solely responsible for
the province's performance in that area.

Measuring Up also includes a series of
societal indicators which track important
trends in our society, such as education,
health and wellness, socia investment,
and human capital. These trends
collectively provide information on the
overall quality of lifein Alberta.




Core
(Government
Measures

‘he core government measures are
elected by Treasury Board to track the
overnment’s performance in achieving
s goals under the three core businesses
f People, Prosperity and Preservation.
‘hanges to the set of core measures are
:viewed and approved by Treasury

Board as part of the annual business plan
:view process. There are 23 core
overnment measures included in the
996 edition of Measuring Up.

achieved, targets for performance, and
the related ministry strategies. The Life
Expectancy at Birth measure is shown on
the next page for illustration.

The core measures provide quick basic
information about the government’s
performance in a particular area. Using
this information, decision makers can
quickly assess whether programs are on
track. The ministry measures included in
ministry annual reports provide the more
detailed information necessary for
decision making if program changes are
needed.

Improving government performance in
these areas requires a concerted,

Health Status
Births to Children

PEOPLE

Educational A ttainment
Literacy and Numerary Levels
Life Expectance>> at Birth

Family Income Distribution

PROSPERITY

Taxation Load

Net Debt

Per Capita Gross Domestic Product
Provincial Credit Rating

Job Creation

Skill Development

Workplace Climate

Resource Wealth

Export Trade and Transportation (0 Markets
Spending on Research and Development
Cost of Government per Capita

PRESERVATION

Crime Rate
Serious Youth Crime

Resource Sustainability
Water Qualirne

Air Quality

Land Quality

ach measure reflects the government’s
-orities and provides information upon
hich the public can judge the
overnment’s performance. Information
-ovided through the core measures
icludes statements about which
overnment goal is being measured, a
ascription of the measure, the results

coordinated effort by all ministries,
particularly with the increase in
community-based initiatives involving
multiple ministries. Recognizing the
action/interaction effects of ministry
strategies is expected to improve the
overal effectiveness of government
programs.
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Ministry
Measures

Ministry performance measures are
developed and selected by ministries as
indicators of success in achieving the
goals outlined in their business plans.
Measuring performance at the ministry
level will involve a variety of different
types of measures, as there will be a
broader audience and greater practical
application of this information (see figure
below).

information to help readers understand
what the results mean, and the policy
options available. For example, reporting
that 98% of timber harvest area meets
provincia reforestation standards only
scratches the surface of understanding
whether our forest resource is being
properly managed. Successful
reforestation involves numerous factors
such as general climatic conditions,
disease, pests, fire, seedling and planting
qudlity, not al of which are within the
ministry’s control. The information
provided by these measures is necessary
for informed decision making if the

Inputs Activity/Efficiency

RESOURCES § = I PROCESSING [} = SERVICES --—

EFFECTS ON
CLIENTS

outputs

| Outcomes

Core Government Mcasures

Key Ministry Measures
|

Internal Management Measures

The key ministry measures provide
Albertans with a macro level overview of
the ministry’s performance in achieving
the goals laid out in its business plan.
Generdly, key measures provide
important trend and results information
for comparison to desired performance
targets. These measures focus on the
outputs and outcomes of ministry policies
and programs, and provide background
information which feeds into the core
government measures. Monitoring the
effects of programs will assist in their
management, and may provide vita
information in determining the “cost” of
dternative strategies if existing strategies
prove ineffective.

As the key measures provide high-level
information, secondary measures may
be required to provide supporting

adoption of aternative forest management
strategies is under consideration.

The third tier is the internal
management measures which provide
program-specific information and
additional supporting data for the higher
level measures. These program-specific
and administrative indicators provide
management with information on day-to-
day operations. They may also be used
to monitor the performance of
“contracted” third party delivery agents.
Delivery agent performance measures
will likely involve a variety of measures,
as they often produce the outputs
designed to influence outcomes.

Defining appropriate measures for
monitoring the performance of third party
agents will vary depending upon the
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nature of the relationship. Contracted

service agencies may only be required

adhere to certain stipulated operating
standards and procedures. Others suc

 Ministry
- Performance

regional health authorities may have the 1
: d Reporting

discretion to define their own operating
procedures, subject to compliance with

overall provincial standards. If third party The requirement for ministry reporting

provider funding is based in part upon
their performance (e.g. Advanced
Education and Career Development’s
post-secondary institution performance
based budgeting initiative), negotiating
appropriate measures and standards w

is outlined in th&Government
Accountability Actand includes the
release of performance information
within the ministry’s business plan and
annual report.

th

the agents is necessary if the measures ahacluding performance measures in the

to motivate improved performance (just
as ministry measures are unlikely to
motivate unless developed by those
directly affected). Consultation may als
enhance the quality of the measures an
ensure that they focus on the appropria
issues.

business plan provides the public with
information on which to assess
performance. Details on how the

D ministry’s strategies will help in achieving
d stated goals (monitored by the key

te ministry measures), and how strategies
will affect the core government measures,
should be included. Targets for expected
performance should be clearly stated, and
significant factors that may influence
outcomes noted. Future plans may
indicate new initiatives to be adopted in
response to previous performance results.

Ministry annual reports should focus on
actual versus planned results for ministry
goals, as they constitute the
accountability side of business planning.
Is the trend positive or negative? Why
did the results vary from the target (good
and bad)? What external factors
influenced the outcome? Within the
report, the limitations of public policies
and programs can be explained, as well
as the options available for improving
future performance.

The table below lists elements which
should be incorporated into ministry
performance reports to ensure that readers
are provided with sufficient information

to comprehend the results.




Goals Define ministry’s goals and how they contribute to
achieving its mission.

Definition State what is being measured.

Rationale State why the measure selected is an appropriate indicator.
If the measure is a proxy, state why it is a good proxy.

M ethodology State how the measure was derived or calculated.

Data Source State where the information was gathered from.

Target State what the target is and why it has been selected.

If the target has not been achieved, explain why and how
performance will be improved.

Past Performance State what the ministry’ s performance for that measure has
been to date.

External Factors State what external factors may affect the outcome and the
extent to which the ministry has “control” over the outcome.

Transportation and Utilities
Key Performance Measures

To ensure Albertans are served by well maintained transportation
GOAL systems meeting convenience, timeliness and cost expectations.

. J

CORE . .
MEASURE Condition of Highways and Bridges
Rates the percentage of the paved primary highway and bridge system that
DEFINITION exceeds theminimum level of serviceability.
| Th dition of the highway infrastructure directly affects the efficient
RATIONALE e condition of the highway infrastructure directly affects the efficien

movement of people and goods within Alberta.

Serviceability is measured in terms of pavement smoothness, riding comfort,
METHODOLOGY amount of cracking, rutting and patching, and other technical engineering
criteria

Transportation and Utilities' Pavement Management System and Bridge

SOURCE Management System.
1991-92 2-93 93-94 94-95 Target
PAST Highway 92% 89% 90% 89% 90%
PERFORMANCE

Bridge 870 87% 87% 87% 90%

~r
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Relationship
Between

Government and

Nl through a bottom-up synthesis of the
MI n IStry ministry plans. However, asthe

I government’s priorities and objectives
B uSIness PI ans change over time, coordination between
the two levels will become increasingly

The figure below illustrates the important. The figure on the next page
interrelationship between the government | uses the Ministry of Health to illustrate
and ministry business plan goals and the interrelationship between the
performance measures. government and ministry plans.

; Government Core Businesses

Government Goals

A Government
\ Government Core Measures business plan
\  Ministry Mission
“The Modd” \Ministry Core Busin
.. Ministry
Ministry Goals business plan

Key Ministry
Measures

Overal government performance is by
and large a function of individual ministry
performance. Based upon the overall
goals adopted by the government,
individual ministries are “charged” with
implementing certain policies, strategies
and programs to achieve the desired
outcomes. Therefore, consistency
between the levels of plans is essential.
Up to now that has not been a problem as
the overall plan has essentially evolved




o Busimesses. ; People...Prosperity...Preservation 7

Government Goal \

To protect, maintain, restore, and enhance the health of Albertans. /

Government Core Measures \ L,..,le Expec’“”"yatBinh

Health Status ]

w 3

Ministry Mission \ To protect, maintain, restore, and enhance the health of Albertans.

Ministry Core Businesses

Strategic Directions, Policy, Legislation. and Standards
Priorities and Resource Allocation

Health System Development and Support.

Service Delivery

/j

Ministry Goals

Key Ministry Measures

 Services are accessible
« Services are appropriate
. Services are affordable, cost-effecti ve and cost-efficient
.Health of the population improves

v Albertans' Ratings of the Health System
+ Albertans' Ratings of Access to Health

¥ Albertans' Ratings of Quality of

v Percent of Albertans
Rating Their Health as
Excellent or Very Good

Services

Care Received

Societal
Indicators

Societal indicators track important trends
in Alberta society. These trends provide
important information about our quality
of life, and the way we live, work, and do
business. They aso provide information
on our values and beliefs, the strength of
our families, our sense of community, and
the importance of our environment. As a
reflection of what Albertans value and
believe, societa indicators provide an
important contextual framework for
understanding the portfolio of core
government and key ministry measures.

Societa indicators reflect who and what
we are as Albertans, and how we define
quality of life, by revealing what is
important to us. Just as customs lack
significance without a historical context,

so too interpreting performance depends
in part upon knowing what society’s
values are, and the key trends of change
that are shaping society.

Keeping track of these societal trends will
help identify potential future problems
and prepare us for change. It can aso
help us understand why our programs are
or are not effective, as environmental
factors can enhance or negate the effects
of government programs.

For example, public attitude towards
drinking and driving may contribute more
to the reduction in alcohol related traffic
accidents than Checkstop programs.
It may also increase the success of
substance abuse programs. Conversely,
declining exercise participation rates can
have detrimental effects upon general
population health, increasing the demand
for medical services. General aging of
the population will aso result in increased
25




lemand for medical services, and may
esult in a shift in priority from children’s
rograms to adult and elderly programs.

Watchlist
Measures

“hroughout the process of restructuring
government, certain issues like health and
ducation have stood out as being of top
riority for Albertans. It iS our intention
0 create a “watchlist” of measures for
reas experiencing poor performance
vhere some form of corrective action has
)een taken, or areas deemed as

government priorities. For example, the

Health Status core measure could become
art of a watchlist, as the whole area of
iealth care continues to be a priority for
\Ibertans.

Watchlist measures will typicaly be
drawn from the core government or key
ministry measures, as they should
encompass most priority areas. However,
where measures do not exist, in the case
of new and emerging issues, specialized
measures may be adopted. For instance,
waiting times for certain medical
treatments are often cited as being a
concern, although neither the government
nor the ministry have adopted this as a
key measure. That information is
currently being reported at the regional
health authority level (see graph below).

It is expected that the watchlist will not
remain static over time, but will reflect
either the success of program changes, or
changesin Albertans’ priorities. For
example, the provincia deficit was a
major concern to Albertans in 1993 and
would likely have been included in a
watchlist at that time, but would likely
not warrant such attention in 1997-98,

Number of Patients Waiting Joint Replacement
Capital Health Authority
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A perfectly executed process is a waste of time and money if itfails to achieve

the outcomes desired.

‘Why Focus on
IResults?

jovernment has long been faulted for
)eing unable to provide some kind of
violence of its performance. Whereas the
irivate sector points to profit as the
timate measure of its success,
government has no such equivalent,
xcept perhaps the government’s electoral
uccess. But this indicates almost nothing
bout the quality of programs provided.
n fact, the word quality is rarely
sssociated with the term “government
ervice”. So how should the government
neasure SUCCESS?

We need to be able to answer two
|uestions, “ Did the program/service
nake things better for Albertans ?” and
‘Did the government’s activities help
ichieve the desired results?”

Reinventing Gover nment

- Oshorne and Gaebler

Measuring performance in terms of inputs
and outputs can’t answer whether
government programs are effective in
addressing the problems of child abuse
and juvenile crime, or whether the quality
of health care and education has
improved. Therefore, Alberta's
performance measurement system was
designed from the perspective of focusing
on the outcomes of government actions in
terms of the effects of programs and
policies upon the general populace.

THE BOTTOM LINE

Budget

+FTEs

+ Program Policies

+ Program Services/Outputs

DID THE PROGRAM
CHANCESMAKE FOR A
BETTER ALBERTA?

D

— Example

Part of Transportation and Utilities mission is to ensure an effective
transportation system. But dedicating its resources to paving 1000 kilometres of
road each year, may not improve the overall effectiveness of the transportation
system, as it would neglect the importance of air, rail and other modes of
transportation. Our performance measurement system needs to be able to answer
the question, “is paving 1000 km of road each year the most effective way to
improve Alberta's transportation network?’

1o}
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The government's objective is not simpl

Using
Performance
Information

Up to now, the focus for performance
measurement has been on accountabili

y to measure results, but to improve on them.
Agenda '96

things to all people, even to the extent of
having conflicting objectives. Clearly
defining what is to be achieved and what
needs to be done to get there can assist all
parties in focusing strictly on the task at
hand. As illustrated earlier in the estuary
protection program diagram (page 19), a
certain “chain of events” needs to occur
ty.to restore the health of the habitat. While

But measures can also provide valuable other objectives may be quite valid and

information that can assist managers in
managing their programs. The

commendable on their own, program
efficiency and effectiveness will be

information they provide is important not maximized by focusing on achieving the

just for knowing where we've been, but
also for helping to decide where to go
from there. By identifying the key
determinants of success and their relati

landmarks set out in the plan.

Similarly, clearly defined performance
eobjectives will enhance communication

influence upon an outcome, appropriate for those inside and outside the
strategies can be designed to achieve qurorganization. Internally, staff will know

goals

what is necessary for success. Externally,
to the extent that others need to cooperate

One of the problems encountered as partin order to achieve the goals, particularly

of government restructuring is that the

non-financial effects of restructuring are
still unclear. While the level and quality
of service for many programs has been

in the case of partnership initiatives, they
will know what actions are desired. An
extension of this is that each ministry can
identify the strategy interaction effects

redefined, it is still uncertain whether this that will either help or hinder the

is the right level. Especially important is
determining whether programs are
underperforming due to inadequate

achievement of their goals. This will be
increasingly important given the
emphasis on partnerships (both internal

resources, or if reallocating resources to and external to government), and the

other programs may be more effective i
producing the desired results.
Performance based budgeting may ass
in this analysis.

Another benefit of performance

N need for cooperative arrangements
between government organizations to
stminimize wasted effort.

Even the best performance information is

measurement is that it can help avoid the of limited value if it is not used to identify

distraction of multiple objectives. Some
programs suffer from trying to be all

performance gaps, set improvement
targets and improve results.

Even the best performance information is of limited value if it is not used to
identify performance gaps, setimprovement targets and improve results.

U.S. General Accounting Office




Analyzing
IMeasurement
Information

P' performance measures are used to report
n what has happened in the past. The
Public Accounts represent the traditional

»rm of government reporting and
provide interesting historical financial
iformation, but its ability to provide
guidance for future decision-making is
mited without some context.

Measures are used to track progress
ywards goals. Progress can be
monitored in terms of trend direction
ncreasing/decreasing), amount of
hange (growth/reduction), or in relation
) defined targets (gap between actual
and target). Comparing actual
erformance to what was planned will
idicate our progress and provide
iformation upon which to base our
future actions.

Measures may be relative to previous
performance. Historica information is
used to establish a baseline, against which
future performance will be judged. In
cases where program policies or method
of delivery have changed (e.g., Supports
for Independence, Registries),
monitoring future performance can
indicate whether the changes have had a
positive or negative effect. This is
particularly important given the major
restructuring of government services and
the significant increase in program
delivery by third parties.

In cases where past performance has been
poor, trends can show how program and
policy changes have improved service.
For example, the crime rate core measure
from Measuring Up (see graph on the
next page) shows that violent crime rates
have falen since 1991, after several years
of increases. However, Alberta's rate is
still above the national average. While
we have not yet met our target (to be
below the national average), we have
managed to close the gap significantly.

Violent Crime Rate per 100,000 Population
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Measures may also compare actual
performance to some predefine target.
In these cases, the intent is to improve
performance, rather than maintain the
status quo. The target may represent an
“industry” standard, the national average,
or best in class performance. Selected
targets should be reasonable with some
element of “stretch” (in the words of Jack
Welch, CEO of Genera Electric, stretch
asks how good can you be?). For
example, the target growth rate for per
capita gross domestic product is 4 to 6%
per year, even though the average for the
past five years was less than 3%.
Maintaining strong, steady economic
growth will be difficult, given the
traditionally cyclical nature of Alberta’s
economy.

Performance can also be compared to that
of similar entities or programs. Severa of
the core measures involve comparing the
relative performance of Alberta to other
jurisdictions, often in terms of national
standards or the national average (e.g.
crime rate). Measures may also involve
more than one element of comparison.
For example, taxation load compares
Alberta's performance to that of the other

provinces, and sets a target of
maintaining the lowest persona income
tax rate in Canada.

Government
Business
Planning

Multi-year business planning within the
government was introduced as part of
Budget '94, and the first set of three-year
business plans released in A Better Way.
The plans outlined how the government
would change the way it operates to
achieve a balanced budget by 1996-97.
The plans are updated annually, with an
additional year added each cycle. While
the planning of government activities is
not new (the annual budget is essentially
that), the concept that ministries are held
accountable for the non-financial effects
of their actions represents anew twist on
performance evaluation. The figure
below presents the development process
for government business plans.

Government Business Plan Development

% wr—
) Strategic Mintsios Ministries Revise Ministries Revise
= Analysis and Pup-l:l‘.l pdated Business Plans Plans Based on
8 Fiscal Outlook Plags for SPC: Based Upon SPC Treasury Board
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I
g New Business
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WV Treasury Board Business Plans
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= Plans for Treasury Communicated to Rekoomd
é Board Review Ministrics ase
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Che development process begins with
itrategic analysis of the current
:nvironment, including projections on
sconomic growth, energy prices and the
:xchange rate. Combined with the
egislated spending limits in the Balanced
3udget and Debt Retirement Act, these
actors provide the fiscal boundaries for
he new business plans. Also factored
nto the process is feedback from
takeholder consultations, the public, and
‘hanges in government priorities.

Based upon this information, Treasury
Board develops guidelines for the
fpreliminary ministry business plans. The
ipdated plans highlight changes to the
ninistry’s core businesses, goals,
trategies, or performance measures, and
iny “pressures’ in terms of funding or
yrogram demand requirements. The
standing Policy Committees review the
kaft plans and provide comments and
ecommendations to the Ministers and
[reasury Board. Based upon the SPC
eviews, Treasury Board issues more
pecific program and policy directions to

the ministries. The revised ministry plans
are reviewed by Treasury Board, and
decisions made on each ministry’s
planned strategies. Finalized ministry
business plans incorporating Treasury
Board's decisions are then submitted and
published as part of the new year's
budget (e.g., Agenda ‘96).

Monitoring of the budget is done on a
quarterly basis to determine and address
any fiscal plan pressures (Quarterly
Budget Reports). After the fiscal year, the
government’s fiscal performance is
reported in the Public Accounts, program
performance in Measuring Up, and
ministry performance in their respective
annual reports. However, until now,
reporting usually represented the final
application of results information. To
gain the potential management benefits
from performance measurement, we need
to bridge the gap between reporting and
future planning by applying the principles
contained in the Plan-Do-Check-Act
business planning model (see figure
below).

Analysis
of Results

A
I

Report Results

A I
CHECK | *
I M
- easures
glomtor - l;‘llmléltermtent' - — and
rogress an Stra egles ‘ Targets

DO

Strategic

Analysis

PLAN

Develop 3 year
Business Plans
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By building upon the traditional Plan-Dqg
Check-Act business planning model, th
intent is to use what was learned from tl
previous years’ experience and ensure

that the programs are functioning as we
as they can. In the future, such

Don't Panic

The essence of any learning process

- information will become an integral part

e of reviewing proposed business plans and

nedetermining appropriate resource
allocations. The section on performance

Il based budgeting will address this concept
more fully.

is a mistake process.

Dr. Peter Senge
- author of the Fifth Discipline

... spending money is no guarantee of results.

Performance
Based Budgeting

As stated in the previous section,
information obtained from performance
measurement can be used to facilitate

1994 Budget Speech

Performance based systems work best
where there is direct accountability or a
clear cause and effect relationship
between what an agency does and what

resource allocation decisions. However, happens. Clearly defining the key

this may create anxieties among some

determinants of success will help in

organizations that this is just another way determining whether poor performance is

to justify additional budget cuts. Thatis
not the intention. Performance based

budgeting is not envisioned as a reward
and punishment system based upon ley

due to the sheer complexity of solving

particular societal problems, rather than

ineffective strategies. If the current level
elof results is unacceptable, the reasons for

of performance, but rather as an approacipoor performance should be examined.
to evidence-based decision making. Thelf performance is suffering due to

key intended benefit is to shift the focus
and debate away from the level of

inadequate resources, the decision
making process should take that into

program inputs, and focus on the results. consideration. If current strategies are

From there, the discussion can address
whether the current allocation of
resources is the most efficient and
effective way to achieve goals.

ineffective, program changes may be
necessary. However, if the results are
due to poor management, corrective
action may be taken.




___ Characteristics of Performance-Based

Budgeting Systems

—> clearly established mission and

information

collect information

—» performance measures included in government budget/business plan

= linkages established between strategies and expected results

—» managers are held accountable for program results but are given the
flexibility to reallocate available resources among programs

> use of performance measures to report on program outcomes

= consideration given to how information will be used and systems needsg

goals

dto

Several jurisdictions in the United States

are attempting to adopt performance
based budgeting as an “extension” of
their performance measurement system
Performance based budgeting in the U.$
has been defined as a system wherein
managers are provided with the flexibility
to utilize agency resources as required,
return for their commitment to achieve
certain performance targets. This was tt
fundamental underlying philosophy of th
business planning process adopted by
Alberta in 1993. Ministries were
provided with fixed resource allocations
and expected to fulfil program obligation
within those parameters. In exchange,
financial controls were relaxed and the
authority to reallocate funds among
programs was delegated to ministries.

Allocating resources based on past resu
is not the only role for performance
budgeting. Performance based budgeti
may contribute to justifying the
introduction of a new program, curtailing
an existing program, or enhancing a
program. What needs to be spelled out
are the relative merits and shortcomings
of alternative strategies, and the costs
associated with adopting alternative
strategies. One way of doing that is to
estimate the results achievable with a
given level of resources. Another
approach would be to assess the costs

achieving similar results by reallocating
resources from one program to another.
However, doing that will require
5.knowing the cost of results.
D.
Up to now, there has been little attention
given to the cost of achieving goals. As
noutcomes are achieved through program
outputs, knowing the cost of alternative
neoutputs will be vital for managers and
e policy makers. Unless the costs of
achieving varying levels of results can be
identified, the effect of resource changes
on outcomes cannot be assessed. With
S managers increasingly being held
accountable for results, they will need
information on the resources required to
maintain or improve service quality, and
thereby results.

[tSimilarly, information on the cost of

achieving certain levels of results will
ndnelp decision makers to decide if the
desired outcome is appropriate given the
costs involved. Many issues are viewed
from the perspective that any problem can
be solved with enough money. The
guestion then becomes, how much is too
much. Performance based budgeting
should help in part to answer that
guestion. Costing outputs will link inputs
with outcomes and provide decision
makers and taxpayers with information
pfon the relative cost of certain outcomes.
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Benchmarking

Benchmarking involves studying the
business processes of organizations
which are considered the best in the
world in their field, and adapting their
processes to your organization. The
intention of benchmarking is to pursue
continuous improvement. Through the
benchmarking process, the organization
can identify performance gaps and use
that information to set performance
targets that will motivate the organizatio
to improve. These targets represent
“benchmarks” for desired performance.
A common form of comparison within
the public sector, is comparing your
jurisdiction’s performance/situation to thz
of another, with the goal of being numbg
one.

However, benchmarking is more than ju
copying other organizations’ best
business practices. The processes of
successful organizations are designed t
meet their particular situation and
operating environment, and may not be
effective if simply copied. That’s why
any benchmarking study needs to ident
why their processes are the best, to allg
the process to be adapted.
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While benchmarking implies best
business practices, it does not require
immediate improvement to the level of
the best. Rather than trying to emulate
the best in the world, it may be sufficient
to meet certain national or professional
standards. Inthat sense, an intermediate
performance goal of meeting the national
standard would be considered a target,
with the international standard
representing an optimal level of
performance. For example, in the field of
international athletic competition, the
benchmark (world record time) is clearly
known by all. But part of developing as
an athlete may be trying to improve to an
Olympic qualifying time or national

record time.

The following appendices provide:

0 alist of definitions of important
performance measurement terms
0 anillustration of the integration
of business planning and
performance measurement using
the government’s business plan
0 acopy of the Government

fy Accountability Act
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APPENDIX A

Glossary

Activity Measures
Baseline

Benchmarking
Core Business
Core Measures
Cost-effectiveness
Cost-efficiency
Efficiency Measures
Goals

Input Measures

Provide information on workload/volume of
business (e.g. number of applications, grants).

A set of data used as a base to measure the impact
of changes over time.

Best business practices indicating superior
performance. Benchmarks are adopted as targets
for optimal organizational performance.

Broad statements of purpose that set out the role of
the organization. A central activity of the
organization.

High level indicators giving an overview of
government performance with respect to its core
businesses. Reflects the impact of all government
programs related to a particular goal.

Minimizing the cost of achieving an intended
result through a certain strategy.

Minimizing the cost per unit of good/service
produced.

Provide information on how well the organization
used its resources to produce certain goods and
services (e.g. cost per operation, cost per
applicant).

Broad issue-oriented statements that reflect what
the organization wants to achieve in fulfilling its
mission/mandate.

Track the amount of resources consumed in
producing outputs.

Intermediate Outcome Measures Provide short-term “markers/indicators” of

Key Ministry Measures

progress towards a longer term outcome.

High level indicators of ministry performance with
respect to its core businesses.
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Mission

Outcome

Outcome Measures

Output Measures

Societal Indicators

Strategies

Targets

Identifies an organization’s business, purpose and
reason for existence.

The effect of the outputs of government programs
on client groups. The expected results or impacts
resulting from government actions.

Measure the effects of government outputs on the
client groups.

Track the goods and services produced or
provided through government programs as part of
the ministry’s business.

“State of the state” or “quality of life” indicators.

Key actions/initiatives to be taken to achieve the
organization’s goals.

Specifies the desired level of performance for that
program, typically involving some increment of
improvement over the current state.




APPENDIX B

MISSION

CORE
BUSINESSES

GOALS

CORE

MEASURES

Integration of Business Plans and Measures

“A prosperous Alberta With an open, accountable government
that Bives within the taxpayers’ means and delivers quality
services at a low cost "

PEOPLE

Toensure that Alberta students getthe
best possible education, so that students
learn the knowledge skills and positive
attitudes tky need to be self-reliant,
responsible, caringand contributing
members of society.

To ensure that adults have access to
high-quality, affordable post-secondary
education and training so tky can take
responsibility for shaping their futures,
participatein a changing economy and
workforce, create new knowledge and
enrich the quality of lifein their
communities

To encourage and support Albertans 10
become self-reliant and productive.

To protect. maintain, restore and
enhance the health of Albertans.

To help familiesto be responsible
and accountable. adultsindependent
and to keep children safe.

Educational Attainment
Literacy e nd Numerary Levels
Life Expectancy e t Birth
Health Status

Births to Children

Family Income Distribution

PROSPERITY

PRESERVATION

To build on the Alberta advantage to
create a climate conductive to
investment, wealth generation and job
creation.

Toensure that Albertahas a
well-educated. productive and talented
work force, and a safe and attractive
workplace.

To develop the M| potential of ideas
and innovation to put Alberta at the
forefront of research and
development.

To ensure safe, efficient and
affordable transportation systems,
and essential utility services

To maintain a balanced, stable
financial situation in the province and

to provide open, efficient and
accountable  government.

Towork with industry and businessm
maximize the value of Alberta's energy and
mineral resources industry, the agriculture
and food processing industry, forestryand
tourism.

Towork with the privatesector and

other parmers to Opm up
opportunities for trade in new

international markets.

Taxation Load

Net Debt

Per Capita Gross Domestic product
Provincial Credit Rating

Job Creation

Skill Development

‘Workplace Climate

Resour ce Weakh

Export Trade and Transportation t0 Markets

Spending on Research and Development
Costor Government per Capita

To protect thesafety and security
of Albertans and ensure that
Albertais a safe placeto live,
work and raise families.

To ensure that Alberta's renewable
resour ces are sustained and the high
quality of Alberta's environment is
maintained.

To preserveand increase
appreciation for Alberta sdiverse
natural, historic and cultural
resources.

To maintain Alberta’s strong
position in Canada and work with

other governments to ensure an
effective federal system.

To work in partnership with local
gover nments to support strong and
vibrant communities.

To ensure that all Albertans can
participate fully in thesocial,
cultural and economic life of the
province.

Crime Rate

Serious Youth Crime
Resource Sustainability
Water Quality

Air Quality

Land Quality

37




APPENDIX C

Government Accountability Act

To order a copy of the Government Accountability Act,
visit the Queen’s Printer website at
http://www.gov.ab.ca/~pab/qp/index.html
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