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Preface
This is the second edition of Measuring Performance in Public and Nonprofit Organizations, a soleauthored book published in 2003. Over the intervening ten years, the emphasis on performance
management in government has grown tremendously, and in the eyes of both its champions and its
critics, it is clear that public and nonprofit organizations are operating in an era of performance.
Performance management systems, which set clear goals and objectives and use systematic
performance information to manage more effectively in order to achieve them, are ubiquitous in
government at all levels in the United States and many other countries, and the adoption of such
systems has proliferated rapidly in the nonprofit sector as well.
If the missions and goals of public and nonprofit organizations are worthwhile—if they indeed add
public value to the societies and communities they serve—then performance is of paramount
importance. And it is important to understand that high levels of performance do not just occur on
their own, and there are many barriers to improving performance in most settings. Numerous
stakeholders have a vested interest in performance management, including legislative bodies, other
elected officials, chief executive officers, managers and employees, agencies in higher levels of
government, customers and constituents, and relevant professional organizations. In the nonprofit
sector, boards of directors, administrators, managers, employees, volunteers, customers and clients,
advocacy groups, and funding organizations all have a stake in the effective use of performance
measures to improve decisions, manage more effectively, and improve performance and
accountability.

While the adoption of performance measurement systems has been pervasive in the public and
nonprofit sectors, however, they are not always well conceived and constructed, these systems may
not be used, and they are often not integrated into management and decision systems effectively.
Moreover, the jury is still out regarding the extent to which performance management systems
actually make a difference and help contribute to improved program and agency performance. It is no
at all surprising, then, that performance management is a dominant topic in the current literature and
research in the field of public management as well as in professional graduate education programs
preparing students for careers as leaders in the public service.
The purpose of this book is not to promote performance management but rather to help readers
understand what performance management systems are and how they function, and to design and
implement them effectively. Although the title has been changed from the first edition to emphasize
the broader focus on performance management itself rather than performance measurement as the
central element of the process and two coauthors have been added, this book still bears a strong
connection to the first edition in terms of approach, orientation, and organization. All chapters have
been revised and updated extensively to reflect the substantial evolution and expansion of the field
over the past ten years, the current context within which performance management is conducted, and
newer approaches and practices aimed at making the enterprise more effective.

The organization of the book is similar to that of the first edition. The two chapters in part 1 introduc
the field and provide an overview of the process for developing useful performance management
systems. The five chapters in part 2 focus on the methodology of performance measurement in terms
of developing performance frameworks, tying measures to goals and objectives, redefining
performance measures as operational performance indicators, reporting performance data, and

analyzing performances. The chapters in part 3 discuss the development and application of
performance management principles in a variety of decision-making venues, including strategic
planning and management, performance-informed budgeting, the management of programs and
organizations, quality and process improvement, and comparative performance measurement and
benchmarking. In addition, two new chapters have been added to this section, focusing on
performance-based contracts and grants management and the stakeholder engagement processes. Part
4 concludes the book with a single summary chapter that discusses the design and implementation of
effective performance management systems.

As with the first edition, this book is written with two audiences in mind. Although it is not explicitly
designed as a textbook, it works well as a text or supplemental reading for primarily graduate courses
in planning, public policy, and program evaluation, in addition to public and nonprofit management
that have a performance-based orientation. It is also designed to serve as a resource to provide
guidance for managers, professional staff, consultants, and others in designing and implementing
effective performance management systems. The response to the first edition over the past ten years
seems to indicate that it was useful for both the academic and practitioner communities, and we hope
that will be the case with this edition as well.
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PART ONE
Introduction to Performance Measurement

Performance management—the process of defining, monitoring, and using objective indicators of the
performance of organizations and programs to inform management and decision making on a regular
basis—is of vital concern to managers in government and the nonprofit sector. The chapters in part 1
discuss the scope and evolution of performance management in these fields and locate it in the contex
of results-oriented approaches to management. They also convey the variety of purposes that can be
served by measurement systems and a sense of why performance management is so important. A
crucial point made in part 1 is that performance measurement systems are usually not stand-alone
systems. Rather, they are essential to support and strengthen other management and decision-making
processes, such as planning, budgeting, the management of organizations and employees, program
management, process improvement, grants and contract management, and comparative benchmarking
Thus, it is imperative for system designers to clarify a system's intended uses at the outset and to
tailor the system to serve those needs. These chapters also discuss the limitations of performance
management systems, as well as the challenges and difficulties inherent in developing them, and they
present a holistic process for designing and implementing effective performance measurement
systems.

CHAPTER ONE
Introduction to Performance Measurement and Management

Performance management focuses organizations on results through the use of performance
information in various decision-making venues. The practice of performance management had its
origin in the early twentieth century, and through sporadic and varied implementation efforts, it has
appeared in numerous permutations in a variety of settings at the municipal, state, and national levels
In spite of this lengthy history, it has been only since the 1980s that performance management has
evolved into a burgeoning field of practice that permeates public and nonprofit administration at all
levels and locations around the globe. It has been said that performance is pervasive (Radin, 2006),
and that is a fair assessment. This book sets out to provide a clear understanding of the concept and
practice of performance management in modern governance, which incorporates the current reality
that public goods and services are provided by public, nonprofit, and private organizations and variou
combinations of these.

The scope of performance management is wide. It has become a central part of governance and
decision making at all levels of government—domestic and international—and has begun to permeat
nonprofit practice as well. Carolyn Heinrich (2007) refers to the rise of performance management as
follows: “The rise of the development of performance management systems and practices has been
nothing short of meteoric; both nationally and locally, performance management is now a goal or
function of most governmental and nongovernmental organizations, and in many countries, legislatio
and cabinet-level entities have been created to support it” (256).

To extend our understanding, we first situate performance management within the broader field of
public management, the implementation side of the public policy process. It is carried out by public
servants in local, state, and federal governments in the United States and other governments around
the globe. Public management encompasses the work of the bureaucracy, and as such it has increased
in size and scope over time. The Progressive movement of the 1920s heralded an era of professional
government based on rational principles. One manifestation of that shift was the development of the
federal civil service system. The social, economic, and environmental policy programs of the 1960s
expanded the scope of public management again. Now government has given way to the broader
concept of governance, which takes into account the fact that public goods and services are
increasingly delivered by third parties, including private sector firms, other levels of government, an
nonprofit organizations (Frederickson & Frederickson, 2006).

Throughout these periods, there have been numerous reform efforts grounded in rationality—attempt
to make government decisions and administration less political, and less subjective, through the use o
objective decision strategies. Deborah Stone (1997) referred to this as the government rationality
movement. But each rationality-based approach could also be viewed as reform oriented, intended to
better hold bureaucrats accountable. Program evaluation, zero-based budgeting, strategic planning,
and, of course, performance measurement all offer examples of such rationality-oriented reform
strategies, though this is only a partial list. As Dubnick and Frederickson (2011) observed, there has
been undue emphasis on implementing new reform strategies without sufficient attention to their
potential problems. Romzek (2000) tells us that new reform strategies always introduce new
accountability requirements that are added to, rather than replace, the old ones. Moynihan (2008)
reflects on the relative ease associated with adopting performance measurement symbolically withou

the substantive commitment necessary to bring about the expected results. Adding a new layer of
accountability expectations on top of existing systems without consideration for the integration of the
new systems with the old creates myriad complex and confusing accountability expectations for thos
charged with implementing them. As one such reform strategy, performance measurement has at
times fallen victim to the same pressures as other reform efforts.

In recent years, we have begun to develop a better understanding of what is necessary for performanc
measurement to generate the results it has promised. We distinguish between performance
measurement and performance management in the literature and in practice. Performance
measurement refers to the collection of data on key performance indicators; it is a relatively simple
exercise, though practice has shown it to be difficult for governments with low technical capacity and
stakeholder support (Berman & Wang, 2000) and difficult to implement under conditions of goal
multiplicity or confusion (Koppell, 2005). Performance management refers to a strategic daily use of
performance information by managers to correct problems before they manifest in performance
deficiencies. Moynihan (2008), in a seminal investigation into performance measurement efforts at
the state level, introduced the performance management doctrine, which offers three salient indicator
of the sophistication of a performance measurement effort that characterize a shift from simple
performance measurement to performance management: movement away from output measures
toward outcome measures, the use of performance information in decision making, and the devolutio
of discretion to street level managers in exchange for responsibility for agency performance.

The challenge of performance management is thus to demonstrate outcomes resulting from the
resources that the program, agency, or organization has consumed to appropriate managers,
stakeholders, clients, and citizens. Performance management also strives to improve performance ov
time by using performance information to identify and correct deficiencies in the production process
The exact users of performance information vary from setting to setting, and so will their information
needs, as we will see throughout the book. This implies that performance management systems need
to be custom designed according to the purposes they serve. Over time, performance measurement ha
become further integrated into decision making, with data collected at various points suited to
providing meaningful reports to support these purposes at the appropriate times. Poister (2010)
advocates for three overlapping transitions: from strategic planning to strategic management, from
performance measurement to performance management, and from using such tools independently
toward better integration of strategic management and performance management.
As we explore the mechanics of performance management in detail, a number of questions from
public management practice and research help to structure our understanding of performance
management:
How does performance management fit within understood accountability frameworks?
How extensively has performance management been implemented at various levels of
government?
What factors explain when and where performance management is adopted?
Under what conditions is performance management effective?
What is the relationship between capacity and performance, and what forms of organizational
capacity are necessary to implement performance management effectively?
What special conditions affect the use of performance management in networked or
intergovernmental settings where authority is shared and goal ambiguity exists?

And, of course, the most important question in this field of study is this:
Does performance management actually improve performance?

Public Management, Performance Management, and
Accountability
This chapter introduces the concept of performance management and situates it within the broader
field of public management. In the balance of this chapter, we review the history of the development
of performance management from its origins to the present. We discuss the current state of
performance management in both government and nonprofit sectors and the characteristics that have
come to be associated with effective performance management in those settings. We explore the
limitations of performance management; present a brief assessment of the major questions that
currently motivate research in the field; and conclude the chapter with a quick synopsis of the
significant applications of performance management in practice, such as budgeting and grant and
contract management.

Performance Measurement and Performance Management Defined

Performance measurement has been defined by several notable scholars. Hatry (2006) considers
performance measurement to consist of “regular measurement of the results (outcomes) and
efficiency of services or programs” (2006, 3). Poister defined it as the “process of defining,
monitoring, and using objective indicators of the performance of organizations and programs on a
regular basis” (2008, 1). We adopt the following definition of performance measurement in this book
performance measurement is the systematic, orderly collection of quantitative data along a set of key
indicators of organizational (or program) performance. The advancement to performance
management requires expanding our definition to the following: performance management is the
collection and purposive use of quantitative performance information to support management
decisions that advance the accomplishment of organizational (or program) strategic goals.

The performance management framework organizes institutional thinking strategically toward key
performance goals and strives to orient decision making toward greater use of performance
information to stimulate improvement. This is an ongoing cycle of key organizational management
processes, all of which interact in meaningful ways with performance measurement. Our conceptual
framework is based on ongoing interplay among performance measurement and reporting, strategic
planning and other types of planning, budgeting, ongoing management, and performance measuremen
and reporting, as shown in figure 1.1.

Figure 1.1 The Performance Management Framework

Performance measurement and reporting is the central element in the performance management mod
and is the unique feature that defines it as a performance-based approach to managing. Key sets of
measures of agency and program performance are observed at periodic intervals and reported to
appropriate managers or other decision makers in order to inform the planning, budgeting,
management, and evaluation functions from a performance perspective. In addition, these other
functions influence the performance measurement process, and thus the linkages between performanc
measurement and these other functions are all bidirectional.

At a strategic level, planning engages and solicits feedback from stakeholders, clarifies an agency's
mission and vision, establishes strategic goals and objectives, and develops strategic initiatives.
Within the framework of strategy that is developed, or even in its absence, other efforts develop plan
for programs, projects, service delivery systems, and organizational processes. In a performance
management framework, all of these planning activities are informed by data produced by ongoing
performance measurement processes that provide information regarding current performance trends
and current levels. In turn, the planning activities often identify performance measures needed to
monitor goal attainment and the kinds of results that plans are designed to produce, and these
measures are likely to become part of ongoing performance measurement processes.

Budgeting concerns the allocation of resources to fund programmatic activities and organizational
processes. These decisions tend to be based on a mix of policy preferences, idealism, tradition, and
political realities, but in a performance management mode, they are also informed, perhaps even
influenced, by performance information relating resources to be expended to the results expected to b
produced. Thus, performance-oriented budgeting is more likely to take efficiency and costeffectiveness measures into account in comparing alternative investment packages and allocating
resources with an eye toward the amount of products or services to be delivered or the results or
outcomes to be produced. Budget decisions along these lines also influence the kinds of indicators th
are emphasized in performance measurement systems.
The management component of figure 1.1 focuses on the implementation and management of
strategies, programs, projects, services, and new initiatives on an ongoing basis. In a performance

context, this emphasizes managing, motivating, and incentivizing people, organization units, and
programs with an eye toward achieving desired results. This approach to management is also more
likely to emphasize the development and maintenance of performance-oriented organization cultures
and, where appropriate, promote performance orientations and approaches through extended network
on which producing desired results depends. Such management approaches may suggest additional
kinds of performance indicators regarding employee productivity, quality, organization climate, or
customer service, for example, to be monitored on a regular basis.

Finally, the evaluation component of the model focuses principally on analyzing the performance dat
being reported, identifying performance issues, and assessing their implications for improving
performance. However, at times other types of evaluative effort are required. Sometimes assessments
based on the performance data and other information suggest the need to undertake more in-depth
evaluative activity, such as formal program evaluations, quality or process improvement studies,
management and budget analyses, policy analyses, or evidence-based research. While the information
generated by the more routine performance measurement and reporting processes certainly feeds into
and informs program evaluations and these other more in-depth evaluative efforts, the latter may wel
suggest additions to or revisions in the indicators monitored through the ongoing performance
measurement process.

Although the performance management model shown in figure 1.1 constitutes a conceptual cycle of
activities and decision making, it is not intended to represent steps in a process that follow one
another in regular cycles over time. Rather, as a report by the National Performance Management
Advisory Commission (2010) points out, the processes included in the model operate on different tim
lines with planning on a long-term basis (perhaps two to five or more years), budgeting focusing on
one or two years, ongoing management operating on a day-to-day basis, and many evaluation efforts
undertaken sporadically. And performance measurement and reporting processes typically focus on
regular weekly, monthly, quarterly, or annual intervals. Nevertheless, while it can be messy,
performance management can be held together by the measurement and reporting function at the
center of the model, coupled with a disciplined approach to aligning plans, budgets, management
practices, and evaluation activities around common goals and objectives and their accompanying
performance measures.

When the adoption of performance measurement and management is substantive and not simply
symbolic, the purpose of these practices is rather straightforward. Performance measurement strives
to document the level of performance achieved during a specified period of time using measures (and
indicators) selected to reflect the purposes of the performance measurement effort. In other words,
performance measurement might track inputs, activity levels, outputs, or outcomes; it might use
measures of efficiency, effectiveness, equity, cost-effectiveness, or customer satisfaction, for
example; and it might be collected to inform internal audiences such as employees or managers or
external audiences that include political principals and stakeholder groups. The purpose of
performance measurement determines the set of measures and indicators selected, as well as the
timing of data collection, the methods of analysis to be used, and the reporting formats and
frequencies. Performance management is the strategic use of this performance information in
management decision making to maximize key organizational goals through a variety of decisionmaking areas, including management, budgeting, personnel, contracts, and quality and process
improvement. Through informed decisions about common management functions, including staffing
and budgeting, for example, performance management allows managers to right the course as
deviations are detected that may jeopardize expected performance levels. A good performance
management system relies on the collection of valid, reliable, and timely performance information;

direction of that information to appropriate users at appropriate times with appropriate discretion to
act; and the use of that information to make changes, minor or major, using the tools at their disposal

The most common goals of performance measurement and management are to reduce costs (increase
efficiency), increase effectiveness (or cost-effectiveness), maintain equity, and deliver high-quality
products that are met with high levels of customer satisfaction. At a deeper level, the purposes may
include accountability to citizens, justifying increased resources, and political and popular support,
among others. Deeper still, the goal may be to remain competitive with benchmark cities, attract
residents and businesses, and portray the image of a progressive community with a high quality of
life.

The first edition of this book referred primarily to performance measurement, because that was the
state of the art at that time. Now the field has evolved into a more sophisticated, more strategic
approach to management, making the term performance management more applicable. Moynihan
(2008) describes what he calls the performance management doctrine, which has three primary
components that distinguish it from simple performance measurement. Let's begin there: performanc
measurement is the quantitative tracking of agency or program performance, usually accompanied by
a reporting effort to either internal users or to the public. Moynihan (2008) indicates that performanc
management must evolve from this point of origin by (1) shifting from a focus on outputs—the direc
results of agency activities—toward a focus on outcomes—the end result of the agency's actions on i
goals; (2) developing a culture where performance information is used to inform agency decision
making, not simply collected in a separate process; and (3) devolving decision-making discretion to
frontline managers in exchange for responsibility for outcomes. To summarize, performance
management refers to the integration of performance information with other management processes,
including human resources, budgeting, and general management.
Performance information is useful to determine what an organization has done with the resources it
has been given in a particular period of time, linking it closely with the responsiveness dimension of
accountability. Over time our ability to measure and track performance has improved and become
increasingly sophisticated. We examine the details of these improvements later in the book, but this
refers generally to the exercise of metrics that consider outcomes and impacts rather than inputs and
outputs, and engage in comparison and analysis against past performance and peers.

While most of the early literature on performance measurement was largely descriptive or conceptua
(Altman, 1979; Hatry, 1980; Poister, 1982, 1983), a number of more recent books and articles examin
the performance movement in depth. These writers can be generally organized into three groups: the
proponents (such as Wholey & Hatry, 1992; Behn, 2003), the pragmatists (such as Moynihan, 2008;
Frederickson & Frederickson, 2006), and the skeptics (Radin, 2006, for example). A limited number
of studies examine the effectiveness of performance measurement or management efforts on actual
performance levels. This more recent literature has mixed findings, as we discuss in chapter 15.

Public Management and Performance Management

Public management refers broadly to the management of public organizations to achieve public
purposes. The field of practice and study has shifted over time with prominent changes in public
bureaucratic institutions through the establishment of a series of new traditions of public
management, including strategic planning, performance management, privatization and contracting,
and a stronger focus on market-based approaches. Many of these are components of the new public
management movement, though other traditions evolved independently. There has been an increase o
professionalization within the civil service, with the result that principal-agent relationships that

reinforce a command-and-control structure are no longer seen as the only factor necessary to
understand agency or employee actions.

New Public Management (Hood, 1991) refocused public sector management toward greater efficienc
highlighting the use of market-based practices borrowed from private sector management, including
contracting out and outsourcing. The result has been an explosion of strategic planning, which brings
strong goal orientation, as well as efforts to assess performance and adjust strategy to increase it. The
movement calls for greater managerial discretion in exchange for greater responsibility for outcomes
It suggests the use of incentives rather than principal-agent relationships as the mechanism of contro
Bob Behn, in a widely cited Public Administration Review article from 1995, raised three “big
questions” for public management:
1. How can public managers break the micromanagement cycle—an excess of procedural rules
which prevents agencies from producing results, which leads to more procedural rules, which
leads to…
2. How can public managers motivate people to work energetically and intelligently toward
achieving public purposes? And
3. How can public managers measure the achievements of their agencies in ways that help to
increase those achievements? (315)

Each of these questions highlights the role of managers in bringing about improved performance, and
the questions collectively suggest that performance is at the core of public management. Performance
management, then, is a management approach that we ought to develop with an eye toward reducing
unnecessary rules; it offers a prospect for reducing micromanagement. Motivation of individuals
working within an organization is a core component of performance management (Behn, 2003). And
finally, measuring achievements in order to bring about performance improvement means that we
need to measure things that matter, at an appropriate time, and in a way that can be linked directly to
actionable management decisions. Within the framework of micromanagement, Behn (1995)
identifies a number of more specific management questions, most of which have more than a
tangential connection to performance measurement, including trust, governance, entrepreneurship.

Behn (2003) offers another look at performance measurement from the perspective of its many
overlapping purposes. He identifies eight specific managerial purposes where performance
measurement may play a meaningful role: to evaluate, control, budget, motivate, promote, celebrate,
learn, and improve. Behn sees improvement as the central purpose, with the preceding seven serving
subordinate roles that are pursued with the overall goal of improving performance.

Whereas Behn (2003) focuses on managerial purposes that performance measurement may serve,
Hatry (1999) describes a number of managerial functions that performance information can support i
different decision venues: (1) responding to elected officials' and the public's demands for
accountability, (2) making budget requests, (3) internal budgeting, (4) triggering in-depth
examinations of performance problems and possible corrections, (5) motivating, (6) contracting, (7)
evaluating, (8) supporting strategic planning, (9) communicating better with the public to build publi
trust, and (10) improving (Hatry, 1999). As with Behn (2003), Hatry (1999) emphasizes the role of
performance improvement as the principal concern of performance measurement.

Performance management not only supports public management but helps to define and structure it in
an era when performance is customarily the foremost goal of public management. By providing
managers with information at key decision junctures, strategic choices will result in improvement
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