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EXECUTIVE SUMMARY

PURPOSE

Pursuant to Public Law 93-198, Section 455, and D.C. Law 11-16, Section 2, the District of
Columbia Auditor conducted an audit of performance measures used by District of Columbia

government agencies to meet the requirements of the Government Managers Accountability
Amendment Act of 1995.

CONCLUSION

The District’s performance measurement system is in a state of transition as a new
administration implements changes in performance management and accountability. The
administration has infused the performance measurement system with clearer direction and made
performance accountability a high priority. Performance measures are more relevant, having been
tied to key objectives and initiatives of each agency. Another important step forward has been an
increase in public information and transparency, reflected in the establishment of a performance
measurement web site with a wealth of information. The executive branch is also expanding the use
of customer surveys to involve residents in assessing performance - an important and more objective
supplement to data reported by the agencies.

At the same time, the current system falls short of best practices in a number of ways. The
Auditor commends the executive branch for seeking to focus the performance measurement system
onkey indicators, but observes that very large agencies such as the Metropolitan Police Department,
the D.C. Public Schools, and the Department of Health probably require more measures than the 10
to 12 keyindicators that the administration has recommended as a guideline for all agencies. Agency
performance measurement systems also omit some high-priority indicators such as wages and job
retention for training program participants, and the percentage of elementary and secondary school
students attaining proficiency in English and mathematics. Although data on these indicators are
tracked by the relevant agencies, the Auditor believes that key outcomes should be highlighted in
agency performance plans and reports.

Greater stability in performance measures is also needed to facilitate the tracking of trends
in performance. One particularly troubling statistic was that only one of the 39 performance
measures in DOH’s FY 2006 performance plan was still being used two years later, limiting the
ability of policymakers and residents to monitor trends in health outcomes over time. Additional
challenges include quality control and data verification, and integrating performance measurement
into the functions of planning, managing, and budgeting.



MAJOR FINDINGS

1. The New Administration Has Infused the Performance Measurement System with Clearer
Direction and Made Performance Measurement Accountability a Higher Priority

2. The Performance Measures Used in the District Are Not Sufficiently Outcome-oriented, and
Fall Short of Best Practices in Terms of Clarity, Balance, and Stability

3. The Performance Measurement System Would Benefit from Increased Employee Training
and Technical Assistance

4. Promising Efforts Are Underway to Make Greater Use of Independent, External Assessments
of Performance

5. Performance Targets Have Become More Ambitious, but There Is Room for Additional
Improvement

0. Quatity Control and Data Verification Remain Significant Shortcomings That Threaten the

Integrity of the Performance Measurement System

7. The Executive Branch Has Made the Performance Measurement System More Transparent
and Informative, but the Format for Annual Performance Reporting Is a Limiting Factor

8. The District Government Still Faces the Challenge of Using Performance Measurement as
a Tool for Better Management and Operations

MAJOR RECOMMENDATIONS

1. The Mayor and Council, as well as appointed senior management officials in the District
government, must sustain their commitment to performance measurement as a valuable tool
for government decision-making, Otherwise, agencies will not invest the time and resources
needed to devise and implement performance measurement systems that report the results
of government programs and services in an accurate and timely manner.

il



Agency managers should improve the validity, reliability, significance, and balance of their
performance measures by adopting measures published by national professional associations
such as the International City-County Management Association, the Government Finance
Officers Association, and the American Public Health Association. Agencies should also
review the performance measures used by similar agencies in neighboring jurisdictions to
identify useful outcome measures whose results can be compared. The Office of the City
Administrator should assist agencies in these efforts.

Agency directors and their senior managers should begin implementing efficiency measures,
drawing on the hundreds of efficiency measures that have been developed in agency strategic
business plans, as a way to show how well they are using resources and provide useful
information for the annual budgeting process. Efficiency measures would be particularly
useful for the largest programs within an agency and those that provide high-priority services
to the public. The Office of Budget and Planning should help agencies develop the necessary
data collection methods and calculations.

The Mayor, City Administrator, and Council must ensure that agencies submit performance
plans that cover all significant programs and activities. At a minimum, agency heads and
their managers should establish performance measures for all programs defined in the
performance-based budgeting structure.

The City Administrator and the governing bodies for independent agencies should require
agency personnel under their supervision to collect and report data for all of the performance
measures included in annual performance plans. To hold agency personnel accountable for
collecting and reporting data, the City Administrator and independent governing bodies
should regard a performance goal as not met if an agency fails to collect and report data for
that measure. This policy would give agencies an incentive to invest more time and attention
in designing and selecting appropriate performance measures.

The City Administrator and the governing bodies for independent agencies should require
agencies to justify and receive written approval to change performance measures and goals,
in order to promote accountability for results and ensure that trends can be tracked over time.
To prevent the gaps in performance reporting that arise from frequent shifts in performance
measures, the Office of the City Administrator and the governing bodies for independent
agencies should require agency personnel to collect data on a new measure for at least one
year until the old measure is fully phased out.
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10.

11.

12.

The Office of the City Administrator should provide technical assistance and coordinate
training for agency staff involved in setting performance goals, tracking performance, and
reporting results. A particular focus of technical assistance and training, which could rely
on external sources such as local universities, should be helping agencies develop more
outcome-oriented measures of performance and set more meaningful performance targets.

The inter-agency Performance Management Council should be revived to serve as a forum
for technical assistance, allowing agencies with solid performance measurement systems to
provide additional assistance and guidance to other agencies.

The Office of the City Administrator, with the assistance of the Office of the Chief Financial
Officer, should publish a comprehensive and user-friendly guidebook to performance
management in the District government, similar to Fairfax County Measures Up: A Manual
for Performance Measurement, now in its Tenth Edition.

The Department of Human Resources’ Workforce Development Administration should
establish a training class dedicated exclusively to performance measurement, supplementing
the class presently offered in performance-based budgeting. Training in performance
measurement should be made part of the mandatory annual training in management and

supervisory skills required for employees who are part of the Management Supervisory
Service.

Agencies should continue expanding their use of performance measures that provide external
assessments of performance by independent, objective individuals or groups. In particular,
agencies should expand their use of resident or customer surveys, as well as trained observer
ratings, in order to increase the integrity of the performance data and draw on information
from multiple sources.

Agencies should set ambitious but achievable performance targets by examining trends in
past performance, the performance levels attained in other jurisdictions (particularly in other
urban or regional jurisdictions), performance standards set by relevant professional
associations, and standards set by federal or local law. In addition, agencies should cease the
practice of setting performance targets that are lower than actual performance in prior years,
unless there is a compelling rationale such as a substantial reduction in funding.
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13.

14.

15.

16.

17.

18.

The City Administrator should establish and enforce quality control and data verification
standards for the District government’s performance system. The standards of quality control
should require agencies to define each performance measure, describe the source of the data,
identify who collected and recorded the data, document the timing of the data collection, and
state how the summary statistics were calculated. Agencies should retain adequate
documentation for all performance data included in annual performance reports.

The City Administrator and the governing boards of independent agencies should require
agency directors to state in writing that they have reviewed the data in their annual
performance reports and certify the accuracy of the data.

Agency performance reports with measures that show changes on a percentage basis should
also include the original and new levels of performance to allow policymakers and residents
to interpret the impact of the percentage change.

The Mayor and City Administrator should develop a separate format for reporting
performance information that allows the Mayor to present performance highlights, display
data in forms that are user-friendly and understandable to the public, and explain the reasons
for performance results. Although it is useful to include performance information in the
District’s budget documents, the budget should not be the sole format for presenting
performance data because the scope of information that can be included is too limited. The
annual New York City Mayor’s Management Report and Prince William County’s annual
Service Efforts and Accomplishments Report offer useful models for detailed reporting and
discussion of performance trends that promote accountability and inform the public.

‘The Mayor, City Administrator, Council, and Chief Financial Officer should require agency
heads to justify all budget increase requests in terms of explicit performance outcomes.
Independent agency heads should adopt the Mayor and City Administrator’s policy of linking
individual employee evaluations to agency performance goals.

The Mayor and Council should review the performance-based budgeting law to determine
the appropriate role that strategic planning and performance-based budgets will play in the
District’s performance management system.



PURPOSE

Pursuant to Public Law 93-198, Section 455, and D.C. Law 11-16, Section 2, the District of
Columbia Auditor conducted an audit of performance measures used by District of Columbia

government agencies to meet the requirements of the Government Managers Accountability
Amendment Act of 1995.

OBJECTIVE, SCOPE, AND METHODOLOGY

The objective of the audit was to assess the extent to which the District of Columbia
government’s performance measurement’ system reflects best practices identified by researchers and
practitioners. The performance measurement system is mandated by D.C. Law 11-16, the
“Government Managers Accountability Amendment Act of 1995,” (GMAA), which also requires
that, “The Office of the District of Columbia Auditor shall conduct an audit of selected performance
measures presented in performance reports of certain agencies each fiscal year (see D.C. Official
Code § 1-614.14(c)).” The Auditor is fulfilling the requirement to audit selected performance
measures through this report on best practices and a separate report on GMAA compliance.’

The scope of the audit included a review of the fiscal year (FY) 2006 and FY 2007
performance reports, as well as the FY 2007 and FY 2008 performance plans for six sample
agencies. At the direction of the City Administrator, five of the six sample agencies revised the
original FY 2008 performance plans that were transmitted to the Council in March 2007 (as did all
other agencies under the Mayor’s authority). This audit reviewed both the initial FY 2008 plans and
the revised FY 2008 plans. The six sample agencies are as follows:

. Office of the Chief Financial Officer (OCFO);
. Department of Employment Services (DOES);
. Metropolitan Police Department (MPDY);

. D.C. Public Schools (DCPS);

"The International City/County Management Association defines performance measurement as “collecting
data in a systematic and objective manner to determine the cfficiency and effectiveness of service delivery and
program objectives.” See International City/County Management Association, Performance Management: When
Results Matter (Washington, D.C.: International City/County Management Association, 20043, p. x.

*The companion report is entitled, “Compliance with the Government Managers Accountability
Amendment Act of 1995 Has Been Incomplete and Inconsistent.”



. Department of Health (DOH); and
. Department of Public Works (DPW).

The Auditor established this sample by selecting the agency with the largest locally-funded
budget® within each of six appropriation titles in the District of Columbia’s annual operating budget.’
The sample includes some of the most important agencies providing direct services to the public
(such as MPD, DCPS, and DPW), as well as an internal services agency (OCFO). Additionally, the
sample includes agencies that report to the Mayor (DOES, MPD, DOH, and DPW), an independent
agency (OCFQ), and an agency (DCPS) that was independent until June 2007, when control of the
school system was transferred to the Mayor.” The Auditor determined that the six agencies reviewed
(hereafter referred to as the “sample agencies”) represent a good cross-section of the District of
Columbia government because of the variation described above.

To accomplish the audit objective, the Auditor performed arange of background research and
field work, in addition to reviewing the FY 2006 and FY 2007 performance reports, and the FY 2007
and FY 2008 performance plans. First, the Auditor reviewed the provisions of the GMAA and other
statutes affecting performance measurement and accountability in the District of Columbia. Second,
the Auditor reviewed the academic literature on performance measurement and accountablity, as
well as written materials from public agencies in other jurisdictions, to identify exemplary practices.
Third, the Auditor reviewed prior audit work on performance measurement in the District of
Columbia to build on previous findings. Fourth, the Auditor interviewed officials from the Office
of the City Administrator (OCA) and the six agencies to gain their perspectives on the development

*The locally-funded budget refers to the portion of an agency’s operating budget generated by taxes,
fines, and fees collected by the District of Columbia government that is not earmarked for particular purposes. The
locally-funded budget excludes federal grants, special purpose revenue {revenue that is legally restricted to certain
purposes), intra-district funds (funds transferred from one agency to another as payment for services), and private

grants. See Government of the District of Columbia, 'Y 2008 Proposed Budget and Financial Plan , Volume 1,
Executive Summary (June 2007}, pp. 3-1 to 3-11.

*There are eight appropriation titles in the District of Columbia’s annual operating budget, but the Auditor
did not select an agency from two titles, “Financing and Other” and “Enterprise and Other Funds,” because these
titles consist largely of funds (such as “Repayment of Loans and Interest” or the “Unemployment Compensation
Fund”) that were established for budgeting or accounting purposes. In many cases, these funds are managed by one
of the sample agencies, such as the Office of the Chief Financial Officer. The sample includes one agency from each
of the following appropriation titles: Government Direction and Support, Economic Development and Regulation,
Public Safety and Justice, Public Education, Human Support Services, and Public Works.

*D.C. Law 17-9, the “Public Education Reform Amendment Act of 2007,” which transferred authority over
the school system from the Board of Education to the Mayor, took effect on June 12, 2007.
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and implementation of the performance measures, plans, and reports. Finally, the Auditorreviewed
comments on a draft report provided by the OCA and the OCFO, and made revisions that the
Auditor deemed appropriate. The comments on the draft report are attached at the end of'this report.

BACKGROUND

The Government Managers Accountability Amendment Act of 1995

The GMAA took effect as D.C. Law 11-16 on May 16, 1995, and is now codified in § 1-
614.11 through § 1-614.14 of the D.C. Official Code. The GMAA mandates that all District of
Columbia government agencies transmit to the Council a performance plan for the next fiscal year
and a performance report for the prior fiscal year. Although the GMAA has been amended, its
original framework remains largely unchanged and includes the following requirements:

1. Each agency of the District of Columbia shall develop and submit to the Council a
performance plan for the next fiscal year that covers all publicly-funded activities of the

agency. The performance plans shall be submitted at the time the Mayor transmits the annual
budget to the Council.

2. Agency performance plans shall include a mission statement and objectives, as well as a
strategic description of how the agency’s mission and goals shall be accomplished,

3. Agency performance plans shall state measurable, objective performance goals for all
significant activities, including activities supported in whole or in part by public funds, but
performed in whole or in part by another public or private entity.

4, For each agency and major program covered by the performance plan, there shall be one or
more measures of performance that address both quantity and quality. The performance
measures may include program outputs and activity levels, but should also include measures
of program outcomes and results.

5. The performance plan shall state the name and position of the management employee or
employees most directly responsible for the achievement of each performance measure, and
the immediate supervisor or superior of the management employee or employees.



6. Not later than January 15" every year, each District of Columbia government agency shall
develop and submit to the Council a performance report for the prior fiscal year that covers
all major programs of the agency. The performance report shall indicate, for each
performance measure stated in the performance plan for that year, the actual level of
performance compared to the stated goal for performance.

7. The performance report shall state the name and position of the management employee or
employees most directly responsible for the achievement of each performance measure, and

the immediate supervisor or superior of the management employee or employees.

g. The District of Columbia Auditor shall conduct an audit of selected performance measures
presented in performance reports of certain agencies each fiscal year.

Other Statutes Affecting Performance Measurement and Accountability

Although this examination reflects the Auditor’s statutory mandate to review performance
measures and agency performance reports submitted pursuant to the GMAA, the Auditor examined
other relevant statutes in order to understand the whole body of law concerning performance
measurement in the District of Columbia. The Auditor reviewed (1) Public Law (P.1..) 103-373, the
“Federal Payment Reauthorization Act of 1994,” which was enacted by the U.S. Congress as an
amendment to the D.C. Home Rule Act, and (2) the “Performance and Financial Accountability Act
0f2001,” which was enacted by the Council as Title XLV of D.C. Law 14-28, the “Fiscal Year 2002
Budget Support Act of 2001.”

P.L. 103-373, the “Federal Payment Reauthorization Act of 1994,”added a new section 456
to the D.C. Home Rule Act, entitled “Performance and Financial Accountability.” The performance
accountability sections, which are codified in § 1-204.56a and § 1-204.56b of the D.C. Official Code,
require the D.C. government to submit to the Congress an annual performance plan and report
covering each agency. This language has been amended several times, and is now almost identical
to the GMAA. Besides mandating the submission of plans and reports to Congress, P.L. 103-373
requires the D.C. government to provide information about programs that are subject to a court

order,® and directs the U.S. Comptroller General to review and evaluate each annual performance
report.

*In the annual performance plan, the District government must describe the programs that are subject to a
court order and the requirements that are imposed by the court. In the annual performance report, the District

government must outline the steps that agencies have taken to comply with each court order. See D.C. Official Code
§§ 1-204.56a(c) and 1-204.56b(b}(3).



The “Performance and Financial Accountability Act of 2001,” which was part of omnibus
budget legislation, mandated the development and implementation of a performance-based budgeting
(PBB) system. The PBB requirements, which now apply to all D.C. government agencies, are found
in § 47-308.01 to § 47-308.03 of the D.C. Official Code. A performance-based budget is defined
as “a budget presentation consisting of agency programs, estimated total program and activity costs,
as well as full-time equivalents for the current and next fiscal year; agency strategic result goals; an

overview describing the activities within each program; estimated program costs; and program
performance measures.”

Although the PBB provisions are consistent with the GMAA, the two statutes use different
terminology. The PBB law calls for “strategic result goals” and “relevant performance measures™
that reflect the results an agency will produce, the outputs or services the agency will provide, the
demand for services, and the efficiency of the agency in delivering results, outputs, and services.
These requirements are compatible with the GMAA’s emphasis on multiple measures that show
program results or outcomes. The PBB law also requires agencies to present “strategic business
plans.” Even though “strategic business plan” is not defined in the statute, the plans could outline
an agency’s mission statement and objectives, and explain how the agency wilt fulfill its mission and
goals, as required by the GMAA.

Best Practices in Performance Measurement and Accountability

To establish a basis for evaluating the District’s performance measurement system, the
Auditor reviewed best practices identified by academic experts, researchers, and practitioners in the
field. The sources that were reviewed are listed in Appendix A.

Ideally, performance measurement is a tool for setting goals, tracking results, identifying and
correcting gaps in performance, informing budget decisions, and promoting accountability.
Otherwise, performance measurement is a pointless exercise in bureaucratic compliance. As Blaine
Liner and colleagues state in Making Results-Based State Government Work, “The key to the
success of any governing-for-results process is for public officials in both the executive branch and
legislature to use the information when making decisions on resources, programs, and policies.”™

"See D.C. Official Code § 47-308.01(a)(3).

$Blaine Liner, Harry Hatry, Elisa Vinson, Ryan Allen, Pat Dusenbury, Scott Bryant, and Ron Snell, Making
Results-Based State Government Work (Washington, D.C.: The Urban Institute, 2001), p. 45,
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The commitment and direction of the chief executive, agency directors, and other senior staff
is essential in motivating managers and staff to devote the time and attention needed to make
performance measurement meaningful. Additionally, performance measurement can be threatening
because of its potential to expose performance deficiencies; therefore, the commitment from high-
level officials that performance measurement and accountability will be taken seriously and
implemented fairly is very important. As Harry Hatry states in Performance Measurement: Getting
Results:

High-level support is needed for two crucial purposes. The first is to secure a
commitment of adequate time and resources to develop, implement, and operate the
performance measurement process. The second is to help increase official interest
in the performance management work and increase the likelihood that the resulting
performance information will be used.”

To assist government officials in decision-making and daily operations, a performance
measurement system must tell them what was achieved, how efficiently work was done, and how
residents were helped by a particular program or activity. Experts agree that a performance
measurement system that supports decision-making is built upon oufcome measures (also called
result measures). Outcome measures capture how people benefit from a program or service — the

consequences or results “that occur outside the program.™”

Although the need for outcome measures may seem obvious, the failure of government
performance measurement systems to emphasize outcomes has been one of the most common
deficiencies. Outcomes are often complex and difficult to define, measure, and monitor. Instead,
many public agencies have tracked and reported output measures — the number of goods and services
the agency provides or produces. Although output measures are important for management
purposes, they do not capture the most critical aspect of performance: how residents benefit from the
agency’s programs or activities.

9Harry P. Hatry, Performance Measurement: Getting Resuits, Second Edition (Washington, D.C.: The
Urban Institute Press, 2006}, p. 32.

This characterization of outcomes as resuits “that occur outside the program” is found in Liner, Hatry,
Vinson, et. al., p. 64.



Performance measures can be classified as follows:

. input measures show the amount of resources used, such as dollars or full-time equivalent
(FTE) personnel.
. output measures show the amount or level of goods produced or services delivered, such as

the number of library books circulated or the number of people receiving job training.

. efficiency measures show the relationship between the work performed and the amount of

resources used to perform it. Efficiency measures can show the amount of output produced
per unit of input, such as the number of library books circulated per FTE, or the number of
people trained per $100 spent. Conversely, efficiency measures can show the amount of

inputs used per unit of output, such as the cost per library book circulated or the cost per
person trained.

. service quality measures reflect the quality of the goods produced or services provided, such
as the percentage of library books that are less than five years old, or the percentage of job
training participants who rate the quality of the training as good or excellent."

. outcome measures, which reflect the consequences or benefits that result from a program or
activity, such as the percentage of library patrons finding the books they need, or the
employment and wage rates for participants who completed a job training program.

As depicted in Chart 1 on the next page, the five types of measures can be viewed as a
continuum. The input and outcome measures shown on the left-hand side of the chart answer
questions of “how many” ~ how many dollars the government is spending, or how many goods or
services the government is delivering. The efficiency, service quality, and outcome measures shown
in the middle and on the right-hand side address questions of “how well” —how well the government
is using resources, and how well public goods and services are meeting people’s needs. Since
performance is fundamentally a question of “how well” the government is doing, policymakers

n Performance Measurement; Getting Results, Harry Hatry refers 1o service quality measures as
“intermediate outcomes.” Although Hairy notes that quality measures describe the outpuf (the good or service
produced) and not the outcome of the good or service, he states that, “If a characteristic is expected to be important
to customers, it is better to consider it an intermediate outceme, not an output” (p. 19). Regardless of the
terminology used, performance measures should be viewed as a continuum stretching from inputs at one end to
outcomes at the other end.




should move beyond the input and output measures that have traditionally been tracked and reported,
and instead focus on the efficiency, service quality, and outcome measures that reflect performance.

Chart 1: A Continuum of Performance Measures

Input Output | Efficiency Sét:glli(;e Outcome
Measures Measures ° Measures Y Measures
Measures

Although outcome measures provide the most valuable information by showing the ultimate
effects of a program or service, they will not always be readily available (or they may be too
expensive or time-consuming to collect). Furthermore, efficiency and service quality measures
provide important information to decision-makers and to the public. Therefore, performance
measurement systems should include a mix of efficiency, quality, and outcome measures, while
incorporating outcome measures to the extent possible.

Outcome-oriented measures are a necessary, but not sufficient condition for a strong
performance measurement system. Based on the research literature, the Auditor has identified a
number of other characteristics of effective performance measures and an effective performance
measurement system. Effective performance measures should be:

° valid, which means that the measures capture the aspects of a program or service that they
are intended to measure;

. reliable, which means that the measures provide a consistent reading of performance,
regardless of the person who takes the measurement or the instrument used to measure
performance;

. significant, meaning that the measures are logically and closely related to the agency or

program’s goals, objectives, and functions;'

PFairfax County’s Department of Management and Budget offers good advice on choosing significant
measures in Fairfax County Measures Up: A Manual for Performance Measurement (Tenth Edition, 2006). The
manual recommends measuring activities that absorb a large portion of the budget; are key to fulfilling the agency’s
mission; have a significant customer service focus; or are politically sensitive or frequently in the spotlight (p. 15).
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. clear, meaning that the measures are free of technical terms and jargon;

. fair, meaning that the measures reflect outcomes that public managers and employees can
control or influence;

. feasible, meaning that the data required for each measure are available without unreasonable
cost or effort;

. balanced, meaning that the measures cover major programs and activities while remaining
selective and focused, and avoid perverse incentives by highlighting certain aspects of
performance at the expense of other important objectives;” and

. stable, meaning that there is sufficient consistency in the measures to track performance over
time and promote accountability for results.

Of course, strong performance measures do not generate themselves. An effective
performance measurement system relies on the skills and commitment of employees who are
involved in choosing and defining the measures, and in building the support systems needed to
collect, report, use, and interpret the data. Employee training and technical assistance are needed on

an ongoing basis for supervisors and front-line employees to understand performance measurement
and how it will be implemented.

Bxperts in performance measurement also emphasize the importance of multiple sources and
types of data to create a balanced picture of performance. To the extent possible, agencies should
use not only internal records (manual and electronic), but also customer surveys and trained observer
ratings' to measure performance. By gathering data from external sources and allowing for more
detailed and extensive measurements, both customer surveys and trained observer ratings can
significantly increase the validity and integrity of a performance measurement system.

B0ne of the most common examples of a perverse incentive is when an agency uses performance measures
that reflect speed, which can reduce the emphasis on quality of service. Another example is when an agency waters
down the quality of & service in an attempt to reduce the cost per client.

N . .
Trained observer ratings are defined as “performance measures based on observations by non-experts who
use wriften and pictorial guidelines to produce consistent ratings of service quality.” See Donald Giancoli, “Seeing

is Believing: The Use of Trained Observer Ratings for Performance Measurement,” Government Finance Review,
October 2002, pp. 18-23.




Setting performance targets is also a critical task, requiring public officials to set goals that
are ambitious but still achievable. To establish challenging but nevertheless realistic targets,
government officials should examine the past performance of their own programs and agencies, as
well as professional or national standards (often published by professional associations), the

performance levels reached by local or comparable jurisdictions, or performance mandates set out
in federal or local law.

Quality control and data verification are needed to ensure the integrity of the performance
measurement system. Public managers must document how a measure is defined, how the data are
collected, and how the accuracy of the data is ensured and protected. Each agency should be able
to explain how a performance result was calculated and to provide the raw data used in the
calculation. When possible, external spot checks of the accuracy of the data should be performed.

Finally, performance results must be reported not only to elected officials and senior
managers, but also to the public. A fundamental purpose of performance measurement is to inform
residents about the achievements of public programs and activities. Governments should report
performance information on a regular and timely basis, in clear terms and formats that make the data
readily understandable, and should make the information available through several channels
including the Internet.

Experts in performance measurement recommend that performance reports should not only
provide the relevant data, but should also discuss and explain at least some of the key outcomes. As
Liner and colleagues state in Making Results-Based State Government Work, “Performance
information seldom, if ever, tells why a particular result occurred ... State governments should
encourage their agencies to provide explanatory information along with their performance reports.
Such information is particularly needed where data indicate worse-than-anticipated outcomes.”"
Explanatory information provides important context for the performance data and contributes to the
public discussion about how to raise performance. Moreover, a discussion of performance outcomes
and trends creates the kind of transparency that builds public engagement and confidence.

lSLiner, Hatry, and Vinson, et. al,, p. 48.
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Prior Audit Worlk on Performance Measurement and Accountability in the District of
Columbia

The Auditor reviewed prior reports and studies on performance measurement and
accountability in the District of Columbia in order to gain historical perspective on the District
government’s performance measurement system, and to build on the findings of prior audit work.
The reports and studies, which were published between 2001 and 2000, are listed in Appendix B.

Both the U.S. General Accounting Office'® (GAO) and the D.C. Office of the Inspector
General (O1G) found that the District’s performance measurement system had improved significantly
in recent years. For example, the GAO stated in a July 2004 report that, “The District has made
steady progress over the past 5 years in implementing a more results-oriented approach to
management and accountability and issuing timely and more complete performance reports.””
Similarly, in its March 2006 report, the OIG stated that, “The District’s performance measurement
system has vastly improved from its beginnings more than 5 years ago.”"

Nevertheless, the Auditor finds cause for concern in the findings of prior reports on the
District’s performance measurement and accountability system. In particular, the following
deficiencies were repeatedly cited in external reports:

. The District’s performance measurement policies and procedures are not clearly documented
or transmitted to agencies in a concise, comprehensive format, reflecting an overall lack of
centralized guidance and direction.

. Oversight by agencies such as the OCA and the Office of Budget and Planning tends to
emphasize compliance and the timely submission of reports, rather than the use of

performance data to identify performance gaps, highlight accomplishments, and provide
useful information to decision makers.

"Bifective July 7, 2004, the “U.S, General Accounting Office” changed its name fo the “U.S. Government
Accountability Office.” The Auditor has used the former name when discussing audit reports that were issued before
the name change.

"8, General Accounting Office, District of Columbia: Y 2003 Performance Report Shows Continued
Improvements, (GAO-04-940R, July 2004), p. 6.

Boffice of the Inspector General, Audit of Selected District Agency Key Result Measures, (OIG Report
No. 05-1-06MA(b), August 2006), p. 2.
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. The District fails to validate its performance measures or to verify the performance results
reported by agencies. Agencies often fail to create sufficient internal controls to guarantee

the integrity of performance data. Supporting documentation and audit trails are frequently
lacking.

. Performance measures frequently focus on outputs — the quantities of goods or services that
agencies provide — rather than outcomes that reflect the speed, quality, or effectiveness of
services provided to the public. Performance measures and targets are frequently modified,
limiting the ability of policymakers to hold agency staff accountable for results and reducing
the transparency of the performance measurement system to the public.

. The performance measurement system needs to be more closely linked to strategic planning
and budgeting.

The Auditor drew on this historical perspective in conducting the analysis and field work
described 1in this report.
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FINDINGS

The District’s performance measurement system is in a state of transition as a new
administration implements changes in performance management and accountability. The
administration has infused the performance measurement system with clearer direction and made
performance accountability a high priority. Performance measures are more relevant, having been
tied to key objectives and initiatives of each agency, although there has been a reduction in the scope
of the measures. Another important step forward has been an increase in public information and
transparency, reflected in the establishment of a performance measurement web site with a wealth
of information. Nevertheless, there are a number of ways that the current system falls short of best
practices, such as the lack of stability and balance in some agency performance measurement
systems. Moreover, the task of making performance measurement into an important tool for
planning, managing, and budgeting remains to be fulfilled. Specific findings are detailed below.

THE NEW ADMINISTRATION HAS INFUSED THE PERFORMANCE MEASUREMENT
SYSTEM WITH CLEARER DIRECTION AND MADE PERFORMANCE MEASUREMENT
ACCOUNTABILITY A HIGHER PRIORITY

The Auditor found that performance measurement in the District has long been hampered by
a lack of high-level commitment, guidance, and supervision. In examining performance plans and
reports for the sample agencies, the Auditor noted that many performance measures were poorly
designed, focusing on outputs and bureaucratic processes rather than important outcomes; that
performance measures were frequently changed; and that results for many measures were often not
reported at the end of the year. As noted earlier, prior audit reports repeatedly 1dentified similar
deficiencies, such as the lack of quality control and data verification, the frequent changing of
performance measures and targets, and the failure of some agencies to submit performance plans and
reports as required by law.

Commenting on the lack of strong management and oversight, a group of George Washington
University graduate students who reviewed the District’s performance measurement system in late
2006 concluded that, “Accountability is limited to administrative aspects of performance
management, such as reporting (Key Result Measures) and updating Strategic Business Plans and
documents for the budget book. However, these oversight activities fail to address accountability
or consequences for content, quality, and use of performance measures to support agency and District
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strategic goals.””®  Similarly, a document prepared for the December 2006 meeting of the
Performance Measurement Council, which outlined four recommendations to then-Mayor-elect

Fenty’s transition team, emphasized the need to provide centralized direction, guidance, and support
to agencies.”’

The Auditor found that the new administration has significantly increased the amount of
centralized direction, guidance, and support to agencies since taking office in January 2007, and has
infused the performance measurement system with a stronger sense of purpose. In June 2007, the
Fenty administration issued new guidelines for agency performance plans and required agencies
under the Mayor’s authority to revise their FY 2008 performance plans in accordance with the
guidelines.”® This was the first issuance of formal policy guidance on performance measurement
in years, according to the Auditor’s rescarch and interviews.” In particular, the administration
sought to reduce the number of performance measures to make the performance measurement system
amore focused and efficient tool for better management. The revised FY 2008 plans describe each
agency’s mission statement, and three to five objectives that describe the long-range goals that will
enable the agency to fulfill its mission.” In turn, each objective is linked to one to three initiatives
outlining new policy or program features that are “new, better, or different,” and are intended to
enhance agency performance.”® Finally, agencies were instructed to designate approximately 10
performance measures, called “Key Performance Indicators,” that reflect the agency’s efforts to

achieve its objectives and include a mix of outcome, effectiveness, efficiency, demand, and output
measures.

ana Breil, Joanna Choi, Douglas Goodwin, Nick Sterganos, and Richard Timme,District of Columbia
Performance Management Program Evaluation (senior capstone applied research project in the George Washington
University School of Public Policy and Public Administration, Fall 20006), p. 13.

Dperformance Measurement Council, “Agency Performance Management Council: Four Recommendations
to the Fenty Transition Team on Improving District Performance Management” {(document prepared for the
December 11, 2006, mecting of the Performance Management Council), p. 4.

HOffice of the City Administrator, “Performance Plan Template Instructions,” document prepared and
circulated by the Office of the City Administrator, June 2007,

22Echoing this point, the George Washington University graduate students who studied the District’s
performance management system stated that, “The lack of concise, consolidated documentation regarding the
execution of the District’s performance-based management creates systemwide problems. An in-depth knowledge

of the system is limited to only a handful of people within the entire District.” See Breil, Choi, Goodwin, Sterganos,
and Timme, p. 13.

BOffice of the City Administrator, “Performance Plan Template Instructions.”

ZMemorandum on “Observations and Changes to the District’s Performance Management System,” from
Kevin Donahue, Office of the City Administrator, to Jason Juffras, Office of the District of Columbia Auditor,
January 8, 2008,
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Agency representatives interviewed by the Auditor stated that they welcome the new
approach, expressing the view that it is more focused and allows policymakers to monitor and assess
high-priority issues and programs (as an independent agency, the OCFO did not revise its FY 2008
performance plan in accordance with the administration’s guidelines). Moreover, the five sample
agencies under the Mayor’s authority seemed to regard the performance plans, and the achievement
of the objectives and initiatives contained in the plans, as relevant and consequential.

In particular, the agencies seemed to be integrating performance measurement into agency
management, instead of regarding performance measurement as a matter of bureaucratic compliance.
For example, DCPS and DOH officials stated that they have begun to link individual employee
evaluations to the objectives, initiatives, and performance measures included in the revised FY 2008
performance plans. Additionally, the administration’s implementation of regular performance
review sessions, known as “CapStat” sessions, for agency directors and other senior executives has
increased the attention given to performance measurement and accountability.” Representatives of
several agencies, including the OCFO, DCPS, and DPW, stated that they had started holding Infernal
CapStat sessions. Noting the lack of follow-through in implementing performance measurement in
the past, the Auditor cautions that the stronger central direction and the increased attention to
performance measurement must be sustained to have a major long-term impact.

THE PERFORMANCE MEASURES USED IN THE DISTRICT ARE NOT SUFFICIENTLY
OUTCOME-ORIENTED, AND FALL SHORT OF BEST PRACTICES IN TERMS OF
CLARITY., BALANCE, AND STABILITY

Individual measures are the building blocks of performance measurement. If the most
important aspects of service delivery are not measured, then the performance measurement system
will produce little valuable information. Overall, the Auditor found that the District’s performance
measures are not sufficiently outcome-oriented and fall short of best practices in several ways. As
discussed below in more detail, the District’s performance measures sometime target narrow aspects
of program performance or involve confusing jargon. Additionally, agency performance measures
often lack the balance and stability that is needed to track important dimensions of performance over
time. Examples of output measures in the FY 2007 and original FY 2008 performance plans of the
sample agencies include:

° OCFO Measure 7.2, “Percent of approved security needs implemented”,

BFor more information on the CapStat program, see the CapStat Internet site at hifp://capstat.oca.de.gov.
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OCFO Measure 9.2, “Percent of spending plans and RFPs submitted™;

DOES Measure 3.2, “Percent of training providers furnished technical assistance through
formal instruction” (this measure is aiso part of DOES’ revised FY 2008 performance plan),

DOH Measure 2.3, “Percent of health care providers trained in emergency response”; and

DPW Measure 4.3, “Percent of DPW personnel attending at least one training program
during the fiscal year.”

Many performance measures are of limited value because they focus on internal bureaucratic

processes and use jargon that the public may not understand. The following are examples of process-

oriented or overly technocratic measures that the Auditor identified in the FY 2007 and original FY
2008 performance plans:

OCFO Measure 3.1, “Percent variation between the original binding revenue estimate as

compared to actual revenue and the CBO estimate of federal revenue and actual federal
revenue”;

OCFO Measure 3.2, “Percent of ad-hoc documents reviewed by the Office of Revenue
Analysis that do not contain factual errors™;

DOES Mecasure 1.2, “Percent of all intrastate first unemployment insurance payments made
within 14 days of the first compensable week-ending date (this measure is also part of
DOES’ revised FY 2008 performance plan};

DOES Measure 2.3, “Percent of Memorandum of Informal Conferences issued within 20
working days following conduct of informal conferences to resolve dispute (this measure is
also part of DOES’ revised FY 2008 performance plan); and

DOH Measure 9.4, “Percent of Certificate of Need applications processed.”

The revised FY 2008 performance plans generally had a stronger emphasis on outcomes, but

the Auditor noted a number of instances in which the outcome orientation of the performance
measures could be further enhanced. For example, therevised Y 2008 performance plan for DOES
includes two measures showing the percentage of job ftrainees who entered unsubsidized
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employment, but lacks measures showing the average wage and job retention rates — key outcomes
that DOES must monitor and report to the U.S. Department of Labor. DOES also measures the
percentage of initial occupational safety and health consultation visits in high-hazard establishments,
but could go further to report the results of its consultations. In presenting key initiatives, DPW’s
revised FY 2008 performance plan sets the goal of abating graffiti within 5 to 10 days (rather than
the current time frame of 30 to 45 days), but the relevant performance measure reflects the overall

number of graffiti abatements, rather than the percentage of abatements carried out within a
particular time frame.

Moreover, the Auditor found that the District neglects to use efficiency measures, such as the
cost of a given unit of service, or the amount of service provided per employee, that show how well
an agency or program is using its resources. In fact, the Auditor identified only one efficiency
measure in all of the FY 2000 performance reports, FY 2007 performance plans, and FY 2008
performance plans prepared by the sample agencies,”® even though agencies have defined dozens of
efficiency measures in the strategic business plans that were created for performance-based
budgeting. As aresult, the District is missing an opportunity to assess whether funding, personnel,
and other resources are being used effectively — a tool that would be of potentially major benefit in
the budget process.

The Auditor also found that the revised FY 2008 performance plans are less comprehensive
than the original plans. As noted earlier, the Fenty administration has sought to pare down the
number of measures to focus the performance measurement system on key objectives and high-
priority initiatives that will make a visible impact on public services. Nevertheless, these changes
may result in too few measures to assess agency performance. For example, the 34 measures in
MPD’s original FY 2008 performance plan have been reduced to 12, while the 55 measures in
DOH’s original FY 2008 performance plan have been reduced to 10. As a result, agency
performance measures have lost some of their breadth and balance. As noted earlier in this report,
a balanced performance measurement system is needed to avoid perverse incentives to meet some
goals at the expense of others (such as speed versus accuracy or effectiveness) and to pinpoint the
impact of different programs and the results for different subgroups.

*The sole efficiency measure was “cost per parking ticket issued,” which was inciuded in DPW’s revised
FY 2008 performance plan.
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The revised FY 2008 performance plans for DCPS and DOH illustrate the need for more
balance in agency performance measures. Among the 10 measures in DCPS’ revised performance
plan are two indicators based on standardized test results: (1) the number of schools with annual
improvement in both English/language arts and math scores, and (2) the percentage of 9™-, 10™-, and
11™-grade students taking the Preliminary Scholastic Aptitude Test. Although these measures are
valuable, they are highly aggregated and omit information of considerable importance to parents,
residents, and policymakers alike. For example, the measure of the number of schools improving
in English/language arts and math scores could be usefully supplemented by data on the percentage
of students attaining different levels of proficiency in each subject. Disaggregating the data to show
the performance of elementary and secondary school students would be another primary area of
concern. Other key variables that could be highlighted include the achievement levels by gender,
race, income, and special education status. Besides the standardized tests taken by all students, other
measures of achievement such as the number of students scoring well on Advanced Placement tests
would provide a fuller picture of student performance.

Similarly, DOH’s revised performance plan, which includes 10 measures, has two measures
touching on child health - the number of perinatal HIV transmissions, and the percent of children
seen by school nurses who receive a body mass index measurement — but key indicators pertaining
to low birth weight, prenatal care, lead screening, immunization, and substance abuse are lacking,
as are data on child health for different demographic groups.

Moreover, the revisions of FY 2008 performance plans created more instability in a
performance measurement system that has been marked by constant changes in measures — a
continuing flux that undermines the core purpose of tracking changes in performance over time.
Using each sample agency’s FY 2006 performance plans as a baseline, the Auditor examined each
agency’s FY 2007 and FY 2008 performance plans to assess the continuity in agency performance
measurement systems. As shown in Table 1 on the next page, the OCFO was the only sample
agency that still used most of its FY 2006 measures two years later, in FY 2008. OCFO retained 26
of its 32 FY 2006 measures, or 81 percent. DOH was at the opposite end of the specirum, having
maintained only one of the 39 measures (3 percent) from its FY 2006 performance plan.
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Table 1:

Continuity in Agency Performance Plans:
Number of FY 2006 Performance Measures That Were Used in FY 2007 and FY 2008

Agency FY 20006 FY 20006 FY 20006 FY 2006
Performance Measures Measures Measures
Measures Retained in Retained in Retained in
(Baseline) FY 2007 Plan Original I'Y Revised FY
2008 Plan 2008 Plan
OCFO 32 32 26 N.A.
DOES 18 18 16 9
MPD 34 34 32 9
DOH 39 25 16 1
DPW 20 19 17 6

Notes: As an independent agency, the OCFO did not revise its FY 2008 performance plan. DCPS is not included in the table because
it did not prepare performance plans for FY 2006 or FY 2007.

Sources: Government of the District of Columbia, FY_2006 Proposed Budget and Financial Plan, Volume 2 (June 2005);
Government of the District of Columbia, FY 2007 Proposed Budget and Financial Plan, Volume 2 (June 2606) Government of the

District of Columbia; FY 2008 Proposed Budget and Financial Plan, Volumes 2A and 2B (June 2007); and revised agency
performance plans for fiscal year 2608,

THE PERFORMANCE_ _MEASUREMENT SYSTEM WOULD BENEFIT FROM
INCREASED EMPLOYEE TRAINING AND TECHNICAL ASSISTANCE

Because performance measurement involves a number of specialized tasks —such as defining
measures, setting targets, and establishing procedures for collecting and validating data - training
and technical assistance are essential supports for effective implementation. A common theme of
the interviews conducted by the Auditor for this report is that there are few opportunities for training
and few sources of technical assistance regarding performance measurement in the District
government. Several officials stated that there had been a number of training sessions jointly led by
the OCA and the Office of Budget and Planning (OBP is the OCFO division responsible for
performance-based budgeting) four to six years ago when performance-based budgeting was first
being implemented, but that training had since waned. In addition, agency representatives noted that
a Performance Management Council (PMC) launched during the prior administration had been a
valuable source of guidance and a useful forum for discussion, but had not met since June 2007.
One of the few ongoing sources of training in performance measurement is a one-day course on
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performance-based budgeting for managers, which will be offered three times during FY 2008 by
the Department of Human Resources” Workforce Development Administration.?” Several officials
stated that this course focuses more on budgeting than on performance measurement.**

Policy standards, training, and technical assistance have not been consistently emphasized
and reinforced in the District’s performance measurement system. For example, the OCA and OBP
jointly issued a five-page manual on Performance Measure Data Collection in July 2003, but the
Auditor found that this guidance was no longer being used. More recently, the OCA disseminated
a template for performance plans, along with a typology of performance measures and how they are

used, but there is no comprehensive handbook or manual for performance measurement in the
District government.

PROMISING EFFORTS ARE UNDERWAY TO MAKE GREATER USE OF
INDEPENDENT, EXTERNAL ASSESSMENTS OF PERFORMANCE

In the past, District government agencies have rarely used external sources of data, such as
customer surveys or trained observer ratings, to provide a more objective and independent
assessment of agency performance than is available through internal records or self-reporting by
agency staff. For the FY 2006 performance reports, FY 2007 performance plans, and original FY
2008 performance plans, all agencies used a measure of customer service, “Percent of Mayor’s
customer service standards met,” based on ratings of responsiveness and courtesy recorded by trained
external testers. DPW was the only sample agency that used an additional external measure of
performance: DPW Measure 1.1, the “Percent of Clean City areas rated “clean’ or ‘moderately
clean,”” based on ratings by trained observers. Although DPW reported that 85 percent of the
relevant areas were rated as clean or moderately clean during FY 2006, no results were reported for
this measure in FY 2007. A DPW representative stated that the ratings were not performed in FY

2007 because the Clean City Coordinator position was vacant at the end of the Williams
administration.

2"'Departmmt of Human Resources, Center for Workforce Development, 2008 Course Schedule, p. 1.

*The course description also focuses aimost exclusively on budgeting, highlighting the topics of
“managerial and cost accounting, auditing and financial controls, as well as public-sector budgeting principles and
techniques, financial and cost analysis tools, and control and cost accounting systems, with emphasis on auditing and
cost comparison methodologies and quantitative techiniques for deriving and evaluating cost data.” See D.C.
Depariment of Human Resources, Course Catalog 2008, pp. 44-45.
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The revised FY 2008 performance plans established by the Fenty administration include a
number of customer survey measures. DOES states that it will implement a “mystery shopper”
initiative and disseminate customer satisfaction surveys to identify and correct program areas in need
of improvement. Similarly, MPD’s performance plan states that the Department will conduct an
annual survey to assess community perceptions of MPD. DCPS plans to conduct three surveys: (1)
a survey of teachers and principals about how well the DCPS central office is meeting their needs,
(2) a survey of students, teachers, parents, and principals about the school environment, and (3) a
survey of parents about their satisfaction with the schools their children attend as well as their views
of the school district as a whole. A DPW representative stated that the agency intends to revive the
“Clean City” ratings. These plans are welcome, because the external assessments could provide a
rich array of objective, credible data on agency performance. In several cases, the assessments are
already underway. DCPS has contracted with the American Institutes for Research to conduct its
first survey, while DOES has retained Thompson, Cobb, Bazilio & Associates to test the knowledge,
courtesy, and etiquette of its employees using mystery shoppers who act out various scenarios.

A promising development is a new practice, implemented by the Office of Unified
Communications (OUC), of calling back residents who have transmitted service requests to the
Mayor’s Call Center, the central intake point for resident complaints and questions.” This call-back
program, known as “How’s My Service?”, asks residents about the timeliness, completeness, and
quality of the response to their requests for certain services provided by DPW, DOH, and the
Department of Transportation.®® This initiative has uncovered a significant gap between agencies’
reported performance and the perceptions of residents. The three largest gaps were found in rat
abatement (where only 22.9 percent of residents described the problem as solved, compared with a
reported resolution rate of 99.7 percent); alley repair (a 25.8 percent resolution rate reported by
residents, versus 97.9 percent by the agency); and sidewalk repair (a 31.1 percent resolution rate
reported by residents, versus 97.8 percent by the agency).” The OCA has concluded that agencies
were closing requests using ambiguous case resolution codes and without explaining to residents
why action was not taken. To close this performance gap, the administration is directing agencies

»The number for the Mayor’s Call Center was 727-1000 from its inception in 1999 until January 2008,
when the District changed the number to 311.

3The OUC database tracks scheduled services, including abandoned auto removal, alley cleaning, alley
repair, autumn leaf collection, bulk trash collection, dead animal pick-up, grass and weed mowing, illegal dumping,
litter can repair, parking enforcement, potholes, rat abatement, recycling carts, recycling collection, sanitation
enforcement, sidewalk repair, street cleaning, streetlight repair, street repair, street signs, traffic signals, trash
collection, tree removal, and yard waste.

3 These data are posted on the CapStat Internet site at http:/capstat.oca.dc.gov.
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to provide residents with additional information about the timing of the work, to explain any delays
or a decision not to do the work, and to use more detailed codes to describe the agency response.™
This 1s a useful process of validating and correcting agency performance data that could be expanded
to a whole range of government services.

The Auditor notes that District agencies have a poor track record in implementing customer
surveys. For several years, MPD’s performance plans have included three performance measures
concerning victimization and victims’ views about police service, yet no results were reported in
MPD’s FY 2006 or FY 2007 performance reports because the relevant surveys were not conducted
by the Office of Victim Services® (an MPD representative stated that the Department is now
analyzing the results of a victim survey conducted by a private contractor). Similarly, DOH’s
original FY 2008 performance plan included a measure of the “Percent of Health Care Safety Net
customers rating coordination and care as satisfactory,” but the survey was not implemented. As far
back as FY 2002, DCPS planned to measure the “Percentage of schools giving central office
excellent customer service ratings,”™ but previous DCPS administrations did not carry out this plan,
Once again, the focus and follow-through of key managers will be essential in achieving plans to
improve the integrity and credibility of the District’s performance measurement system. Iftrend data
are not collected through repeat surveys, the information will be of little value.

PERFORMANCE TARGETS HAVE BECOME MORE AMBITIOUS, BUT THERE IS
ROOM FOR ADDITIONAL IMPROVEMENT

The Auditor noted that the sample agencies often set very modest performance targets in their
FY 2007 performance plans and in their initial Y 2008 performance plans. In fact, the performance

32gec hitp://capstat.oca.de.gov.

3The relevant measures are MPD Measure 1.4, “Percent change in victims surveyed reporting that they
were victimized more than once in the past three months,” MPD Measure 1.9, “Percent change in victims reporting
that they were very satisfied or somewhat satisfied with the initial police services they received when they were
victims of crime,” and MPD Measure 2.1, “Percent of victims of crime reporting that they were very satisfied or
somewhat satisfied with the follow-up contact from a detective that they received when they were victims of crime.”
In its FY 2006 performance report, MPD stated that, “The Deputy Mayor asked the Office of Victims Services
{OVS) to conduct this survey of crime victims in the District, However, since OVS did not conduct a survey in FY
2005 or FY 2006, MPD was not able to report on Measures 1.4, 1.9, or 2.1.7

**Government of the District of Columbia, FY 2002 Proposed Budget and Financiat Plan (June 2001), p.

D-9,
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targets were frequently below reported levels of performance for prior years.” For example, OCFO
reported reviewing and processing 100 percent of applications for tax-increment financing within
120 days for fiscal years 2004, 2005, and 2006, yet maintained an 80 percent target for FY 2007 and
FY 2008. Many agencies also kept performance targets constant, instead of raising them, after
consistently reporting performance of99 or 100 percent. OCFO’s Financial Operations and Systems
program is an example: reported performance for both of its two measures (Measure 1.1, “Percent
of paychecks accurately prepared and distributed within payroll schedule,” and Measure 1.2,

“Percent of monthly closing completed within 10 days™) has been 100 percent every year between
FY 2004 and FY 2007.

The revised FY 2008 performance plans prepared by five sample agencies included more
ambitious performance targets and placed greater emphasis on continuous improvement. For
example, DCPS projected steady increases in performance on all of its key indicators (such as
English and language arts test scores, the graduation rate, the dropout rate, and the truancy rate) for
fiscal years 2008 through 2010. DOH targeted steady increases in performance for most of its key
indicators for fiscal years 2008 through 2010, while projecting level performance for two more
process-oriented indicators (number of health care expansions evaluated for cost-effectiveness, and
number of training sessions on accurate documentation and billing for Medicaid providers).
Notably, DOH established a goal of zero perinatal HIV transmissions for FY 2008 and subsequent
years. MPD is targeting 5 percent annual reductions in the violent crime and property crime rates,
while establishing a standard that investigation case closures for homicides, forciblerapes, burglaries
and other crimes shall exceed the average for mid-sized cities by 5 percent. DPW seeks to maintain
current levels of performance for many of its key indicators (such as the percent of trash collection
routes completed on the scheduled day, or the percent of service requests for abandoned vehicles
resolved within five business days), but in many instances DPW’s past performance is reported to
be in the 90 to 99 percent range where there is less room for improvement.

Although DOES was particularly ambitious in targeting a steady decline in the District’s
unemployment rate as well as a steady growth of jobs — outcomes that depend on many factors
outside the agency’s control — a number of its targets were below recent levels of performance. For
example, DOES set the target that 40 percent of participants in its Transitional Employment

¥ Other jurisdictions explicitty warn agencies against setting performance targets that are too low. Fairfax
County’s instructions state that, “Targets that are set artificially low are subject to questions and revision.” See
Fairfax County Department of Management and Budget, Fairfax County Measures Up: A Guide to Performance
Measurement, p. 20. Similarly, Texas® instructions state that, “It is important to realize that overachievement of
targets may be as much of a problem as underachievement.” See Texas State Auditor’s Office, Legislative Budget

Bureau, and Governor’s Office of Budget and Planning, Guide to Performance Measure Management, 2000 Edition
(1999}, p. 13.
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Program®® would transition to unsubsidized employment in FY 2008, FY 2009, and FY 2010, even
though the agency had achieved a 42 percent level for FY 2006 and a 44 percent level from the
beginning of FY 2007 through June 30, 2007 (the final data for FY 2007, which were not available
when DOES revised its FY 2008 performance plan, showed a 61 percent placement rate for
Transitional Employment Program participants).”” Similarly, DOES’ goal is to place 70 percent of
unemployed adult customers in full-time, unsubsidized employment in fiscal years 2008 through
2010, a target that is below the 77 percent level of performance reportedly achieved in FY 2006.*

QUALITY CONTROL AND DATA VERIFICATION REMAIN SIGNIFICANT
SHORTCOMINGS THAT THREATEN THE INTEGRITY OF THE PERFORMANCE
MEASUREMENT SYSTEM

The quality control and data verification that ensure the integrity of the performance data and
the performance measurement system have been deficient. The Auditor noted numerous omissions,
errors, and inconsistencies in the FY 2006 performance reports, FY 2007 performance plans, and FY
2008 performance plans that reflect serious lapses in quality assurance. Some of these deficiencies,
such as the failure of agencies to collect and report data for their performance measures, have been
noted in the companion report, “Compliance with the Government Managers Accountability
Amendment Act of 1995 Has Been Incomplete and Inconsistent.” For example, the OCFO failed
to report data on three budget measures (Measure 2.2, “Percent of agencies that reprogram more than
10% of budget,” Measure 2.3, “Percent of agencies with spending pressures that are resolved by
sources external to the agency,” and Measure 2.4, “Percent of awarded grant funds lost due to lapse
of grant”) more than seven months after FY 2006 ended. Inaddition, performance reports sometimes

include results that are mathematically impossible, implausible, or difficult to interpret. For
example:

. For FY 2007 report, the OCFO was rated by the OCA as having “exceeded expectations” for

its Budget Development and Execution program, yet none of the four performance targets
for this program were met.”

3¥In DOES’ revised FY 2008 performance plan, the agency describes the Transitional Employment
Program as being designed to address “the employment problems of a chronically underemployed population with
numerous, persistent, and generational barriers to self-sufficiency” (p. 4).

*Office of the City Administrator, FY 2007 Performance Accountability Report, Department of
Employment Services chapter, p. 3.

38Departmcut of Employment Services, “FY 08 Performance Plan,” p. 4.

¥0Office of the City Administrator, FY 2007 Performance Accountability Report, Office of the Chief
Financial Officer chapter, p. 1.
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. For FY 2005 and FY 2006, DCPS reported that 100 percent of students and teachers were
in receipt of textbooks aligned with DCPS curriculum and standards, despite numerous
media reports as well as research evidence to the contrary.®

. Inits FY 2006 performance report, DOH stated that 113 percent of children between the ages
of six months and six years were screened for elevated blood levels.

. Inits FY 2007 performance report, DPW reported that it transferred 100.56 percent of waste
from municipal transfer stations within the same business day, and that 109.7 percent of the
agency’s mission-critical fleet was available for daily operations.”

The Auditor also noted that the sample agencies’ FY 2007 performance reports were marred
by a large number of measures for which no data were reported. For example, there are no data for
the four measures of the OCFO’s Finance and Treasury program.® MPD reported data for only two
ofthe 11 measures in its Investigative Field Operations program, because final data for calendar year
2007 were not available yet.* DCPS’ FY 2007 performance report was little more than a string of
blanks, with no data reported for 16 of 22 measures, including “Percentage of 9"-grade students who
graduate four years later,” “Number of students participating in Advanced Placement programs,” and

“Percent of students with up-to-date immunization records on file at the opening of the school

year 43

por example, D.C. Voice reperted in December 2005 that enly 13 percent of elementary school principals,
57 percent of middle and junior high school principals, and 14 percent of high school principles reported that their
schools had received all of the required textbooks at the start of the 2005-2006 school year. See D.C. Voice,
Starting O Right 2005: A School System in Transition, p. 15. See also V. Dion Haynes, “Janey Pledges to Fix
Glitches in Texthook Qrdering Process,” The Washington Post, December 13, 2005, p. B1.

0ffice of the City Administrator, FY 2006 Performance Accountability Report to the D.C. Council,
Committee on Health chapter, p. 3.

“0ffice of the City Administrator, FY 2007 Performance Accountability Report, Office of the Chief
Financial Officer chapter, pp. 3-4.

B0ffice of the City Administrator, FY 2007 Performance Accountability Report, Office of the Chief
Financial Officer chapter, p. L.

“Office of the City Administrator, FY 2007 Performance Accountability Report, Metropolitan Police
Department chapter, pp. 3-6.

$0ffice of the City Administrator, FY 2007 Performance Accountability Report, D.C. Public Schools
chapter, pp. 1-4.
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Despite a series of audit findings in recent years that documented agencies’ failure to verify
and inability to document the reported performance results, the Auditor found there were no general
policies and procedures in place regarding data verification. Representatives of several agencies
acknowledged in interviews that they simply report the data submitted by their operating divisions,
although some agencies such as DOES had assigned staff'to review the data and look for anomalies.
There is no central review function for data quality. In FY 2004, DPW published a data manual that
defines each measure and the formula for calculating performance results, identifies the data source,
states the frequency of data reporting, reviews the reliability of the data, and describes the quality
assurance process, but this was the only example of a systematic approach to data quality that the
Auditor identified during this audit. Although it would be unfeasible to verify all performance data
generated by the agencies, the implementation of common procedures and the spot checking of
particular data, as exemplified by the customer call-back program discussed earlier, would
significantly enhance the integrity of the performance measurement system.

The longstanding nature of this problem is highlighted in a March 2001 report from the
Inspector General, which stated that:

OCA did not initially provide agencies with sufficient standardized guidance in
calculating, documenting, and reporting accomplishments resulting from
performance contracts and scorecard measures. Such guidance should have
prescribed steps, processes, and standards for calculating results, maintaining records
and other supporting documentation for independent verification, and reporting
accomplishments. As a result, in at least two of the four agencies reviewed, the
agencies did not maintain supporting documentation for the accomplishments they
reported. OCA also independently recognized the need for standard procedures and

expects to issue the performance review process guidelines by the end of the summer
2001.%

The Auditor also noted that agencies frequently change their units of measurement from
absolute numbers (such as the number of children in a program) to percentages (such as percentage
of eligible children enrolled) to percentage change (such as the annual percent increase or decrease
in the number of children), making it impossible to compare measures or to analyze changes over
time. Theseinconsistencies, coupled with errors like those highlighted above, reduce the usefulness
and the credibility of the District’s performance measurement system. "’

0 ffice of the Inspector General, Audit of Contract Performance Measures and the Mayor’s Scorecard
Measures (OIG Audit Report No, OIG-00-2-12MA, March 20, 2001}, p. iv.

For example, between FY 2006 and FY 2007, MPD changed the unit of measurement for 12 performance
measures from an absolute number (a number or percentage) to a percent change. As a result, the trend lines are lost,
For example, MPD reported that the average time from dispatch to arrival on the scene for a Priority One call was
7.44 minutes in FY 2006, but the target for FY 2007 is not recorded in minutes but rather as 2 percent.
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THE EXECUTIVE BRANCH HAS MADE THE PERFORMANCE MEASUREMENT
SYSTEM _MORE TRANSPARENT AND INFORMATIVE, BUT THE FORMAT FOR
ANNUAL PERFORMANCE REPORTING IS A LIMITING FACTOR

A core purpose of performance measurement is {o inform not only policymakers, but also the
general public, about how effectively tax dollars are being used. Performance measurement should
make governmment operations more transparent so that excellent performance can be demonstrated
and rewarded, while performance shortfalls can be identified and addressed. As Liner and his
colleagues point out, “Accountability to citizens is the ultimate accountability.”* In addition, a
performance measurement system that spotlights strengths and weaknesses in a constructive way can
build public confidence in government — another important benefit of managing for results.

The District has made some major gains in the transparency of its performance measurement
system within the past year. Agency performance plans and reports are now posted on the CapStat
Internet site (http://capstat.oca.dc.gov). In addition, the CapStat Internet site includes a range of
other important performance data, including the “Action ltem Reports” that result from CapStat
sessions led by the Mayor; live and on-demand video of CapStat sessions; time-series data on service
requests received by agencies and the status of the requests; and issue-specific performance data (on
topics such as emergency evacuation).

At the same time, the Auditor found that the transparency and usefulness of agency
performance reports is constrained by the format in which they are presented. Since FY 2001,
agency performance reports have been part of each agency’s chapter in the Mayor’s annual budget
submission to the Council and the Congress. Although this practice was intended to bring
performance considerations into the budget process, the amount of performance information that can
be included in each budget chapter is minimal and there is little opportunity to explain or elaborate
on the data. Each budget chapter lists the measures associated with each program in the agency’s
performance-based budgeting structure, and shows the targeted and actual results for several fiscal
years in tabular form. Although there are notes in the budget chapters to clarify the meaning or
interpretation of the performance measures, these are often brief phrases such as, “New measure at
agency request,” that do not shed much light on the measures and how they are used. The annual
performance accountability report that the OCA transmits to the Council and Congress essentially
consolidates the tables of performance data that are included in the Mayor’s annual budget
submission to the Council. There is no executive summary that accompanies the performance plans
and reports and highlights the important trends, accomplishments, and goals.

48Liner, Hatry, and Vinson et. al, Making Results-Based State Government Work, p. 38,
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Performance data, by themselves, explain very little. Data do not tell us why a high level of
performance occurred or why a program fell short of its goals, perhaps for reasons beyond its control.
The lack of clarifying information or commentary, particularly in light of agencies’ frequent failure
to provide trend data including the base and targeted levels of performance, limits public
understanding of the results. At the same time, the lack of explanatory information hinders the

discussion of performance that should feed back into the government’s planning and budgeting
processes.

Performance reports from other jurisdictions show how an extended description of
performance goals and results can inform policymakers and the public about an agency’s activities
and accomplishments. In New York City, the Mayor is required by the City Charter to report twice
annually on the performance of municipal agencies.” The Mayor’s Management Report (MMR)
reports data on more than 1,000 performance measures from 45 agencies, but the MMR does more
than simply present statistics.”® Each agency chapter describes the agency’s key public service areas,
critical objectives, and the scope of agency operations; highlights the major performance results;
displays trends graphically; summarizes the agency’s resources; and explains noteworthy changes,
additions, or deletions to the measures and the reported results. Supplementary volumes define the
measures, provide performance data at the community level, and present performance measures for
important services that cut across multiple agencies. The MMR serves as a powerful tool for
accountability and informing the public. The September 2007 MMR contains more than 200 pages
exclusively dedicated to the analysis of government performance.

Similarly, Prince William County in Virginia publishes an annual “Service Efforts and
Accomplishments Report” that provides a wealth of detailed performance information.”' The report
includes a chapter on each agency that describes not only the mission, resources, and main
accomplishments of the agency, but also discusses each performance measure at length. The Prince
William County report also displays performance trends graphically and compares Prince William’s
performance to that of other jurisdictions in Virginia, including the City of Alexandria, Arlington
County, Chesterfield County, Fairfax County, and Henrico County. Prince William County was one

PThe two reports are the annual Mayor’s Management Report, which covers performance for the fiscal year
just ended, and the preliminary Mayor’s Management Report, which covers the first four months of a fiscal year.

5(}City of New York, Michael R. Bloomberg, Mayor, Mayor’s Management Report (September 2007). See
in particular pp. vi-vii.

S1See Prince William County, Virginia, Service Efforts and Accomplishments Report for the Fiscal Year
Ended June 30, 2006 (April 2007).
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of 14 jurisdictions in the country to win the Certificate of Excellence in Service Efforts and
Accomplishments Reporting from the Association of Government Accountants.

At the federal level, the Government Performance Results Act (GPRA} of 1993 also
emphasizes the explanation of performance results. Section 1116 (“Program performance reports”™)
of the GPRA requires each agency to “review the success of achieving the performance goals of the
fiscal year” and to “explain and describe™ the reasons why a performance goal was not met.

THE DISTRICT GOVERNMENT STILL. FACES THE CHALLENGE OF USING
PERFORMANCE MEASUREMENT AS A TOOL FOR BETTER MANAGEMENT AND
OPERATIONS

Performance measurement is not an end in itself. Experts agree that performance
measurement should be one link in a cycle of managing for results, or performance management.
As defined by the International City/County Management Association (ICMA), performance
management is the “application of (performance) data into an integrated management system that
informs resource allocation and decision making.” Making performance measurement an integral
part of government decision-making yields what the ICMA calls the “performance dividend” -~
greater capacity to engage residents and elected officials in setting goals, assessing needs, developing
focused strategies, tracking progress, reducing costs and improving business processes, and
increasing accountability and public satisfaction with government.”

The District of Columbia has vet to reap the dividends that result from effective performance
management. Thus far, performance measurement has largely been an exercise in bureaucratic
compliance, isolated from the planning, budgeting, and management processes. The Auditor’s
background research and field work identified only one instance in which performance measurement
affected a significant management decision at any of the sample agencies. A DPW representative
stated that the agency noted a discrepancy between the reported data on the removal of abandoned
autos from public space or private property, which showed a performance level at or near 100
percent, and a steady stream of complaints about the lack of action on abandoned vehicles from
residents and Councilmembers’ offices. After investigating this discrepancy, DPW officials found

*International City/County Management Association, Performance Management: When Results Matter,
p- 2.

International City/County Management Association, Performance Management: When Results Matter,

p. 6.
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that the performance data were flawed, because managers were reporting only on those cases that
the agency had been able to review. Abandoned auto cases that had been reported to DPW, but not
investigated, were not included in the denominator, leading to a highly inflated measurement of
performance. To address the problem of poor performance in removing abandoned autos, the DPW
representative stated that the agency drafted legislation to reduce the time period for removing
abandoned vehicles and streamline the notice process. This legislation was enacted by the Council.™

Although performance measurement is intended to inform budget decisions and the District’s
adoption of performance-based budgeting wrote that expectation into law, the Auditor found no
evidence that performance information has influenced budget decisions. For the six sampie
agencies, the Auditor identified 53 policy initiatives (also referred to as budget enhancements) that
were funded in the FY 2008 operating budget. Examples include a $5 million increase in job
training funding for DOES and a $1.1 million increase for DPW’s street litter control campaign.
None of the 53 initiatives was accompanied by a description of expected results in the District’s FY
2008 budget submission to the U.S. Congress. Furthermore, the Auditor’s field interviews did not

yield any examples of how the performance-based budgeting process had influenced budget
decisions.

The study of the District’s performance management system by a group of George
Washington University graduate students reached similar conclusions about the failure of
performance data to influence decision-making in the District government. The students found that,
“The performance-based management system has devolved to what amounts to a check-the-box type
system. Perceived agency success with performance management seems to be a function of an
agency’s ability to quantify their measures, rather than ... the use of performance information to make
management decisions. Accountability is limited to administrative aspects of performance
management, such as reporting KRMs and updating strategic business plans and documents for the
budget book.”™ Among the Performance Management Council members surveyed by the students,
only 13 percent believed very strongly that performance data significantly influence budget
decisions; only 13 percent believed very strongly that managers use performance data in decisions
to expand, reduce, or terminate a program; and only 16 percent believed very strongly that
performance data are used in personnel decisions such as the awarding of bonuses.*

**The legislation was Bill 15-78, the “Removal and Disposition of Abandoned and Other Unlawfully
Parked Vehicles Reform Act of 2003,” which became D.C. Law 15-35, effective October 28, 2003,

SDana Breil, Joanna Choi, Douglas Goodwin, Nick Sterganos, and Richard Timume, District of Columbia
Performance Management Program Evaluation, p. 13.

**Pana Breil, Joanna Chei, Douglas Goodwin, Nick Sterganos, and Richard Timme, District of Columbia
Performance Management Program Evaluation, p. 32.
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The administration has taken steps to make performance measurement a valuable tool for
management and operations, and additional changes are underway. In particular, agencies under the
Mayor’s supervision have been directed to link the evalvation of individual employees to their
contribution to the agency’s performance goals. DCPS and DOH representatives, in particular,
emphasized this linkage and stated that senior managers had instructed supervisors to impose a
higher standard for employee evaluations, in some cases sending the evaluations back for revision
because they were skewed to the upper ends of the scale. The CapStat Director stated that the
administration has, “halted the practice of allowing employee bonuses to be based on employee
evaluations, since those evaluations did not tie back to agency performance plans,” and “put a
temporary moratorium on pay-for-performance salary adjustments until we have an evaluation
system with strict grade inflation controls and clear ties between employee and agency performance
plans.”®" In addition, the administration has implemented a quarterly review process for budget
implementation and performance issues, which are led by the City Administrator, in addition to the
weekly CapStat sessions that are led by the Mayor. For the fiscal year 2009 budget now under
development, administration officials have stated that budget increases wiil have to be linked to the
accomplishment of initiatives and goals set forth in the agency’s performance plan. These are
important steps toward realizing the benefits of performance measurement, if sustained.

The future of strategic planning and performance-based budgeting, and the proper place for
those initiatives within the District’s performance measurement system as a whole, remain uncertain.
Agency strategic plans, which have served as the cornerstone of the PBB process, describe the
agency’s mission, key issues and challenges, strategic result goals,*® program and activity structure,
and program performance goals. Strategic plans are intended fo span several years and thereby
encourage long-range planning. During the Auditor’s interviews, significant dissatisfaction with
strategic business plans was evident. Officials from the sample agencies generally described the
strategic business plans as cumbersome, and more useful in providing a structure for the operating
budget than in framing key issues and supporting long-range planning. Although agencies under the
Mayor’s supervision have been instructed that, “Performance plans will replace Strategic Business
Plans and will be the basis upon which agencies and agency leadership are monitored and assessed

S"Memorandum on “Observations and Changes to the District’s Performance Management System,” from
Kevin Donahue, Office of the City Administrator, to Fason Juffras, Office of the District of Columbia Auditor,
January 8, 2008.

¥The strategic result goals are not performance measures per se, but rather are intended to describe the
significant results to be achieved over the next 2-3 years and inform residents what o expect from the agency.
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during the fiscal year,”*’

strategic business plans are mandated by the performance-based budgeting
law. It remains an open question whether the strategic business plans should be continued, modified,
or eliminated. More generally, performance-based budgeting does not seem to have met its goal of
“enabling public officials, program managers, and the public to evaluate whether money is being
spent wisely on a program that is meeting its goals or if the money could be better spent

elsewhere,” and its future role in budgeting and performance management also seems unclear.

RECOMMENDATIONS

1. The Mayor and Council, as well as appointed senior management officials in the District
government, must sustain their commitment to performance measurement as a valuable tool
for government decision-making. Otherwise, agencies will not invest the time and resources
needed to devise and implement performance measurement systems that report the results
of government programs and services in an accurate and timely manner.

2. Agency managers should improve the validity, reliability, significance, and balance of their
performance measures by adopting measures published by national professional associations
such as the International City-County Management Association, the Government Finance
Officers Association, and the American Public Health Association. Agencies should also
review the performance measures used by similar agencies in neighboring jurisdictions to
identify useful outcome measures whose results can be compared. The Office of the City
Administrator should assist agencies in these efforts.

3. Agency directors and their senior managers should begin implementing efficiency measures,
drawing on the hundreds of efficiency measures that have been developed in agency strategic
business plans, as a way to show how well they are using resources and provide useful
information for the annual budgeting process. Efficiency measures would be particularly
useful for the largest programs within an agency and those that provide high-priority services
to the public. The Office of Budget and Planning should help agencies develop the necessary
data collection methods and calculations.

*Office of the City Administrator, “Performance Plan Template Instructions.”

G overnment of the District of Columbia, FY 2008 Proposed Budget and Financial Plan, Volume 1,
Executive Summary (June 2007}, p. 2-1.
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The Mayor, City Administrator, and Council must ensure that agencies submit performance
plans that cover all significant programs and activities. At a minimum, agency heads and
their managers should establish performance measures for all programs defined in the
performance-based budgeting structure.

The City Administrator and the governing bodies for independent agencies should require
agency personnel under their supervision to collect and report data for all of the performance
measures included in annual performance plans. To hold agency personnel accountable for
collecting and reporting data, the City Administrator and independent governing bodies
should regard a performance goal as not met if an agency fails to coliect and report data for
that measure.®’ This policy would give agencies an incentive to invest more time and
attention in designing and selecting appropriate performance measures.

The City Administrator and the governing bodies for independent agencies should require
agencies to justify and receive written approval to change performance measures and goals,
in order to promote accountability for results and ensure that trends can be iracked over time.
To prevent the gaps in performance reporting that arise from frequent shifts in performance
measures, the Office of the City Administrator and the governing bodies for independent
agencies should require agency personnel to collect data on a new measure for at least one
year until the old measure is fully phased out.

The Office of the City Administrator should provide technical assistance and coordinate
training for agency staff involved in setting performance goals, tracking performance, and
reporting results. A particular focus of technical assistance and training, which could rely
on external sources such as local universities, should be helping agencies develop more
outcome-oriented measures of performance and set more meaningful performance targets.

The inter-agency Performance Management Council should be revived to serve as a forum
for technical assistance, allowing agencies with solid performance measurement systems to
provide additional assistance and guidance to other agencies.*

The Office of the City Administrator, with the assistance of the Office of the Chief Financial
Officer, should publish a comprehensive and user-friendly guidebook to performance

“"There could be an exception for agencies that can justify why the data could not be collected, such as a

prohibitively high cost of collecting the data.

82This recommendation draws on the experience of Fairfax County, which has a 16-member “Performance

Measurement Team,” comprised of staff from the Department of Management and Budget and major operating
agencies, who assist agencies throughout the government in improving their performance measures.
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management in the District government, similar to Fairfax County Measures Up: A Manual
for Performance Measurement, now in its Tenth Edition.”

10. The Department of Human Resources” Workforce Development Administration should
establish a training class dedicated exclusively to performance measurement, supplementing
the class presently offered in performance-based budgeting. Training in performance
measurement should be made part of the mandatory annual training in management and

supervisory skills required for employees who are part of the Management Supervisory
Service.*

11 Agencies should continue expanding their use of performance measures that provide external
assessments of performance by independent, objective individuals or groups. In particular,
agencies should expand their use of resident or customer surveys,” as well as trained

observer ratings, in order to increase the integrity of the performance data and draw on
information from multiple sources.

12. Agencies should set ambitious but achievable performance targets by examining trends in
past performance, the performance levels attained in other jurisdictions (particularly in other
urban or regional jurisdictions), performance standards set by relevant professional
associations, and standards set by federal or local law, In addition, agencies should cease the

S Fairfax County Measures Up covers the benefits of performance measurement; the growth of the Fairfax
County performance measurement systen; the links among strategic planning, performance measurement, and
managing for results, the terminology of performance measurement, a four-step methodology for establishing

performance measures, the characteristics of a good performance measurement, guidelines for calculating efficiency
measures, and other topics.

%The Management Supervisory Service (MSS) is a personnel classification for District government
managers. The D.C. Official Code states that, “There is established within the District government the Management
Supervisory Service to ensure that each agency has the highest-quality managers and supervisors who are responsive
to the needs of the government” (see 1).C. Official Code § 1-609.51). MSS employees are required to, “maintain and
enhance his or her management and supervisory skills and to attend requisite training courses every year as

prescribed by the personnel authority” (see D.C. Department of Human Resources, District of Columbia Personnel
Manual, Chapter 38, Section 3815.1).

63 Fairfax, County describes a number of ways to obtain feedback from residents besides designing a
statistically-valid survey. Postage-paid response cards, containing fewer than 10 questions, represent one option.
Agencies can also post brief questionnaires on their Internet sites. Agencies or programs with a service counter can
offer questionnaires at the point of service, or provide a computer workstation where residents can respond to a
survey and provide comments. Other options include telephone surveys, mail surveys, and “secret shoppers” who
use the services and report on their experience. See Fairfax County Department of Management and Budget, Fairfax
Measures Up: A Manual for Perfonmance Measurement, pp, 29-31.
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13.

14.

15.

16.

17.

18.

practice of setting performance targets that are lower than actual performance in prior years,
unless there is a compelling rationale such as a substantial reduction in funding.

The City Administrator should establish and enforce quality control and data verification
standards for the District government’s performance system. The standards of quality control
should require agencies to define each performance measure, describe the source of the data,
identify who collected and recorded the data, document the timing of the data collection, and
state how the summary statistics were calculated. Agencies should retain adequate
documentation for all performance data included in annual performance reports.

The City Administrator and the governing boards of independent agencics should require
agency directors to state in writing that they have reviewed the data in their annual
performance reports and certify the accuracy of the data.

Agency performance reports with measures that show changes on a percentage basis should
also include the original and new levels of performance to allow policymakers and residents
to interpret the impact of the percentage change.

The Mayor and City Administrator should develop a separate format for reporting
performance information that allows the Mayor to present performance highlights, display
data in forms that are user-friendly and understandable to the public, and explain the reasons
for performance results. Although it is useful to include performance information in the
District’s budget documents, the budget should not be the sole format for presenting
performance data because the scope of information that can be included is too limited. The
annual New York City Mayor’s Management Report and Prince William County’s annual
Service Efforts and Accomplishments Report offer useful models for detailed reporting and
discussion of performance trends that promote accountability and inform the public.

The Mayor, City Administrator, Council, and Chief Financial Officer should require agency
heads to justify all budget increase requests in terms of explicit performance outcomes.
Independent agency heads should adopt the Mayor and City Administrator’s policy of linking
individual employee evaluations to agency performance goals.

The Mayor and Council should review the performance-based budgeting law to determine

the appropriate role that strategic planning and performance-based budgets will play in the
District’s performance management system.
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CONCLUSION

The District’s performance measurement system is in a state of transition as a new
administration implements changes in performance management and accountability. The
administration has infused the performance measurement system with clearer direction and made
performance accountability a high priority. Performance measures are more relevant, having been
tied to key objectives and initiatives of each agency. Another important step forward has been an
increase in public information and transparency, reflected in the establishment of a performance
measurement web site with a wealth of information. The executive branch is also expanding the use
of customer surveys to involve residents in assessing performance — an important and more objective
supplement to data reported by the agencies.

At the same time, the current system falls short of best practices in a number of ways. The
Auditor commends the executive branch for seeking to focus the performance measurement system
on key indicators, but observes that very large agencies such as the Metropolitan Police Department,
the D.C. Public Schools, and the Department of Health probably require more measures than the 10
to 12 key indicators that the administration has recommended as a guideline for all agencies. Agency
performance measurement systems also omit some high-priority indicators such as wages and job
retention for training program participants, and the percentage of elementary and secondary school
students attaining proficiency in English and mathematics. Although data on these indicators are
tracked by the relevant agencies, the Auditor believes that key outcomes should be highlighted in
agency performance plans and reports.

Greater stability in performance measures is also needed to facilitate the tracking of trends
in performance. One particularly troubling statistic was that only one of the 39 performance
measures in DOH’s FY 2006 performance plan was still being used two years later, limiting the
ability of policymakers and residents to monitor trends in health outcomes over time. Additional
challenges include quality control and data verification, and integrating performance measurement
into the functions of planning, managing, and budgeting.

Deborah K. Nichols
District of Columbia Auditor
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AGENCY COMMENTS

On February 27, 2008, the Office of the District of Columbia Auditor submitted this report
in draft form for review and comment to the Office of the City Administrator, the Office of the Chiel
Financial Officer, the Office of Budget and Planning, the Department of Employment Services, the
Metropolitan Police Department, the D.C. Public Schools, the Department of Health, and the
Department of Public Works.

The Auditor received written comments from the Office of the City Administrator,
representing its own perspective as well as the views of the Metropolitan Police Department, the
Department of Health, and the Department of Public Works. The Auditor also received comiments
from the Office of the Chief Financial Officer, which incorporated the views of the Office of Budget
and Planning. The Auditor did not receive any comments on this report from the Department of
Employment Services or the D.C. Public Schools.

As appropriate, the Auditor made changes to the final report in light of these comments. The
written comments received by the Auditor are attached in their entirety, along with the Auditor’s
response to the comments.



AUDITOR’S RESPONSE TO AGENCY COMMENTS

The Auditor appreciates the constructive comments on a draft of this report that were
provided by the Office of the City Administrator (on its own behalf as well as that of the
Metropolitan Police Department, the Department of Health, and the Department of Public Works),
and the Office of the Chief Financial Officer (which includes the perspective of the Office of Budget
and Planning). The Auditor made revisions to the final report, based on these comments, and also
offers the following response to the agency comments.

Office of the City Administrator Comments

1. The OCA stated that, “We found the reports, particularly the first report, to not provide an
adequate context for how problematic the system was that this administration inherited,”
adding that, “We could not, when we began reforming this system 14 months ago, fix all of
its problems in our first year.” The Auditor believes that the report reflects the deficiencies
of the performance measurement system as of January 2007. For example, the review of
prior audit work on performance measurement and accountability cites the range of problems
that were cited in external reports issued through the end of 2006. The state of the
performance measurement system as of the end of the previous administration is also
discussed in the finding that, “The new administration has infused the performance
measurement system with clearer direction and made performance measurement
accountability a higher priority.”

2. The OCA stated that it dealt with the tradeoff between breadth and depth by trying “to
provide the Council and the public with more performance data, but report fewer and more
meaningful Key Result Measures.” The Auditor is sensitive to this tradeoff, but reiterates
the concemns expressed in the report about the difficulty of measuring performance in
complex agencies like MPD, DCPS, and DOH with only 10 to 12 measures.

3. With regard to the stability of performance measures, the OCA noted that, “Stability offers
credibility and enables more meaningful analysis. We should not, however, insist on stability
for its own sake.” The Auditor agrees with this point, but reiterates that the concern about
stability reflects a rate of change in performance measures that prevents any trend analysis
and limits accountability. The most vivid example of this instability, cited in the report, is
the Department of Health, which in two years discarded 38 of the 39 measures from its FY
2006 performance plan.

4. The OCA highlighted the need for independent agencies to participate fully in performance
management, and called on the OCFO, “to maintain a performance program integrated with
the budget process.” The Auditor shares these concerns, and most of the Auditor’s
recomumendations are directed not only to the OCA, but also to the governing boards of
independent agencies, reflecting their important role in developing an effective system of
performance measurement.



5. The OCA stated its intent to submit performance plan information with the Mayor’s annual
budget request, but added that, “We might, however, consider requiring the submission of
a performance plan draft with the submittal of the budget to Council. We feel it is more
insightful to finalize plans only after budget decisions have been made.” The Auditor
believes that this approach has merit, and notes that the GMAA envisions this kind of
revision, stating that, “Any change in resources or reprogramming within the agency shall
require appropriate revision to the performance plan by the agency” (see D.C. Official Code
§ 1-614.12(%)).

Office of the Chief Financial Officer Comments

1. The OCRO pointed out that, “attainment of breadth and balance” in a performance
measurement system should consider “the reality of resource constraints and the demands
of proper oversight and be done against the backdrop of a cost-benefit analysis.” The
Auditor agrees with this point, and has emphasized the features of feasibility and balance as
essential to an effective system of performance measures.

2. The OCFO stated that a manual on Performance Measure Data Collection, which is
discussed in this report, “was written and distributed by the City Administrator’s office
charged with PBB implementation.” Nevertheless, the names of both offices are on the front

page of the document as the sponsoring organizations, and are also listed together throughout
the document.

3. Inresponse to the Auditor’s statement that the OCFO’s Budget Development and Execution
program was deemed as having “exceeded expectations™ in the fiscal year 2007 performance
report, even though none of the four performance targets for the program were met, the
OCFO noted that this rating was made by the Office of the City Administrator. The Auditor
has reflected this point in the final report.

4. Tn response to a statement in the draft report that, “There is no central review function
performed by the Office of the City Administrator or the OCFO,” the OCFO stated that,
“Review of source data integrity would better be done at the agency site and completed as
part of a comprehensive validation process.” The Auditor agrees with this point, and has
reflected it in the final report. One of the Auditor’s recormmendations is that, “The City
Administrator and the governing boards of independent agencies should require agency
directors to state in writing that they have reviewed the data in their annual performance
reports and certify the accuracy of the data..”

5. The OCFO expressed the view that the selection of efficiency measures and development of
data collection methods, “must be coordinated through the City Administrator’s Office.”
The Auditor agrees that it is important for the OCA and the operating agencies to play alead
role in selecting and defining efficiency measures, and has modified the language in the final
report to focus on the important role that the Office of Budget and Planning (part of the

OCFO) should play in helping agencies develop and calculate (rather than select) efficiency
measures.



GOVERNMENT OF THE DISTRICT OF COLUMBIA

Office of the City Administrator

MEMORANDUM
TO: Deborah K Nichols, Esq.
District of Columbia Auditor
FROM: Kevin Donahue
Office of the City Administrator
DATE: March 7, 2008

SUBJECT: Response {o Audit Reports Dated February 26, 2008 and February 27, 2008

During the week beginning Monday February 25, 2008, the Office of the City Administrator received two
separate reports from the DC Auditor on the District’s performance management program. The first deals
specifically with the city’s compliance with the Government Managers Accountability Amendment Act
{GMAA) of 1995, while the second focuses on the District’s performance management program more
generally. Given that the two reports overlap greatly in their scope and recommendations, and that they
were delivered a mere two days apart, this letter serves as a response to both reports. I write it on behalf
of the City Administrator, and also on behalf of the Department of Heaith, the Department of Public
Works, and the Metropolitan Police Department, whose performance reports were a focus of the Auditor,
and whose performance measure revisions were done at the request of the Office of the City
Administrator,

I want to thank the Auditor for taking the time and effort that you and your staff dedicated to examining
the city’s performance management program. Let me state up front that we agree with many of the audit’s
major findings and plan to implement nearly all of its recommendations. In fact, well prior to this audit,
during 2007, we had come to many of these same conclusions and articulated them to the Auditor two
months ago. The administration takes seriously the requirements of the GMAA, as it does the value of
performance data in decision making. In fact, as one of the halimarks of his first year, Mayor Fenty
launched the CapStat program, with the express intention of constantly using performance data to govern
the city, not just as data to be periodically collected and reported.

We also appreciate the Auditor’s recognition that the Fenty Administration is infusing “the performance
management system with clearer direction” and making it “a higher priority.” The Auditor also
recognized that the administration is making a transition to a “more transparent and informative” system

that is attempting to make measures “more ambitious” and implement hest practices around the use of
external assessments,

We have accepted this audit in the spirit with which we believe it has been written: to identify areas to
improve government accountability and recommend approaches for reform. We look forward to working
with the Auditor as a partner in reform. There are, however, a few points of concern on major issues in
the report, one general point and three more specific issues.



Let me start with the more general concern: we found the reposts, particulasly the first report, to not
provide an adequate context for how problematic the system was that this administration inherited. When
the Fenty Administration took office, we inherited a performance management structure that was neasly a
decade old. To be fair, at the time the GMAA was implemented it was considered & best practice concept,
but to remain so would have demanded sustained attention and periodic updates as thinking in the field
evolved. This did not happen.

For many years our performance measurement system was working better in theory than in practice.
Measures rarely aligned with community outcomes and fargets rarely posed a serious challenge to
agencies achieving them. Official measures almost never made it into decision-making forums and the
process for updating measures was so cumberseme that some agency directors began tracking a separate
scorecard internally. The city’s Strategic Business Plans became ignored, or worsce maligned, by agencies
because they neither conveyed a strategy nor a plan of any kind. A Hyperion reposting system, costing
millions, was built only to be shut down

within months.! Even legislated external
auditing  requirements  were  not
consistently met. We raise all of these
issues, as we did prior to the issuance of
these reports, to provide a more complete
picture of the difficult chalienge we face.

We could not, when we began reforming

The Fenty Administration’s Reforms

The Fenty Administration has implemented a large nomber of

-reforms in the structure and use of performance management in

the District, and plan for more reforms that incinde the Auditor’s

“recemmendations, butalso go well beyond them. The following text

boxes highlight changes we have made, and changes that weplan fo -
malke.: '

the system 14 months ago, fix all of its problems in our first year. Where we began reform — and where
we have made our most substantive improvements — is in making performance data relevant to the
decision making process through the CapStat program and its website. During hour-long CapStat

sessions, the Mayor and senior staff from
relevant agencies take an in-depth look at
a single issue. The heart of the discussion
is a careful examination of performance
data relevant to the single issue, which
serves as the point of departure for a
conversation about how the District can
more effectively address the issue at hand.
We relentlessly track commitments made
during these sessions and repeatedly come
back to a few core issues until the Mayor
sees demonstrable improvements,

In the 14 months since the CapStat
program’s inception, we have held more
than 125 sessions, 53 convened by the
Mayor and more than 75 convened by the
City Administrator. By contrast, the DC-
Stat program, CapStat’s predecessor in
the Williams Administration, conducted a
mere 9 sessions in its 18-month existence.
The Mayor aitended none of these meetings.

o .o Emkn

“Changes Made to: Measures and Targets
Implemented Reforms

Created f‘Initiati\’xes” in"perfo;mamie.plans that capture what-is

truly “new, better, or different” during a fiscal year '
Increased targets to réflect actual performance .

Revised performance measures to make them more reflective-of -
core-operations and critical outcomes E
Began to reduce the sheer volume of “key"” performance measures '
Balanced this reduction by expanding access to information .
regarding-operations and performance in the District generally by
launching the CapStat website ' ' '

AR RE E

™ Ecganﬁise@ki_hg_pgbi:ié feedback of service quality and timeliness g g._:f

Planned Reforms S
'Cé;ltiﬁuc to:-focus reform measures in line with best. prficti;;_e:s S
~ Categoriz¢ measures by: outcome, output, workload, and efficiency -
" to create a'balanced‘scorecard approach _ L
- Regjlire that al} agencies track basic financialand personnel -

- measures that-are common across all agencies - -

Mandte:that serformance targets must be eaual fo or gréater than -

To my knowledge, this system cost anywhere from $5 million to $10 million and was not used for even a single

fiscal year.




Mayor Fenty has repeatedly held CapStat sessions on topics as wide-ranging as violent crime,
homelessness, snow removal, customer service, and energy efficiency. Again, at the core of CapStat is the
idea that accurate, compelling data about performance needs to serve as the factual foundation for tough
policy decisions. From these sessions, the Mayor made and has tracked commitments to provide housing
to families in DC Village, create 10,000 affordable housing units, institute focused improvement areas,
and reduce the city’s fixed costs. The list goes on and on, and is made accessible to the public on the
CapStat website,

Perhaps our most interesting innovation to
the performance pians themselves was not
so much in the measures, which was the
focus of the audit, but was in the inclusion i |
of “Initiatives” into all Mayoral agency M

Changes Made to: the Use of Measures
Reforms Implemented
Instituted the Mayoral CapStat program
Instituted a City Administrator CapStat program

plans. Initiatives are short descriptions %

that tell Council and the public how and
in what ways an agency is going to
improve its services to the residents. As
simple as this reform sounds, it is

0

Put a moratorium on bonuses and pay-for-performance salary
adjustments un(il we have an evaluation system with strict “grade
inflation” controls and clear ties between employee and agency .
performance plans

_Builta ecdpacity within the Office of the City Administrator to focus

more intently on performance management
Reforms Plamned
Continue to éxpand.and improve CapStat-program
Adapt the federal OMB Performance Assessment Rating Tool

nevertheless the first time performance
plans have told a story to the public, in
language they understand, on issues they
care about, and in enough detail that they
can hold the apgencies accountablie for
foliow-through.

“evaluations
The innovations that the CapStat program
created in performance management has
also attracted attention from other
jurisdictions and best practice researchers.
Staff from a number of jurisdictions,
including Philadelphia’s new mayor and
Montgomery  County’s new county (| —
exccutive, have attended sessions and are
modeling their “Stat” programs on the

agency’s overall performance

Create a training program that educates agency staff about =
performance management

Create new “performance measures profiles™ that describes the

0 0O O oo oo

measure . .
Conduct spot validations of the accuracy randomly selected
performance méasures. - - -

(PART) to District government assessments of agency “Initiatives”
Require that employee evaluations to be linked to agency objectives
Conduct year-end agency performance evaluations priorito employes

Connect the average empioyee evaluation score at an agency to that

definition, purpose, data source, and validation of each performance

District’s. Furthermore, the Government Finance Officers Association, one of the organizations that the
Auditor notes as an outstanding resource for performance information, has asked someone from the
CapStat team to teach at an ali-day workshop during its next annual conference on how to integrate
performance data into executive-level decision making.

These reforms did not come at the expense of official performance reporting. Rather, we will ultimately
strengthen reporting compliance by engendering a culture that values performance data at the most senior
fevel. Reforming the measures themselves and performance reports, however, i a task that is will take us
through FY08 to complete. The FY08 measures that the Auditor evaluated and the format of year-end
reports will require an additional revision, as we had always planned.

The three specific areas of concern with the audit reports relate to the proper number of key measures to
track, the tension between measure quality and measure stability, and the participation of independent
agencies in the performance measurement process. The first of these areas involves our interpretation of
“significant activities” and our definition of when we reach the point of having too many key result
measures. Our goal is to provide Council and the public with more performance data, but report on fewer
and more meaningful Key Result Measures. The Office of the City Administrator did, in fact, request a



number of changes in agency performance plans. As noted previously, this task began in the summer of
2007 and will be completed in the summer of 2008, as we learn from feedback such as these audit reports
regarding our initial changes.

Our intent in reducing the number of key result measures is to focus the attention of oversight officials,
the public, and the executive on a manageable and digestible number of high-quality measures. Yes, as
the reports highlight, there needs to be a balance between too many measures and too few, but a drastic
expansion would dilute their value, and risk turning the process back into a paperwork exercise. Take for
example agency management, an area of great concern to the Auditor. There are about 12 Activities
within the Agency Management Program.’ If the 79 budgeted agencies were to have one key resulf
measure for cach agency management activity, the result would be nearly 1,000 measures citywide just
for agency management. If we track 2 or 3 measures per activity for all programs, the District could find
itself reporting on close to 10,000 measures.”

Make no mistake: agency directors and the City Administrator examine a tremendous amount of
performance data to evaluate their operations, including detailed agency management information. The
Fact that not all of this data is classified as a “key” performance indicator does not mean it gets ignored or
does not exist, though we do want to share it with the public. We have been breaking new ground as a
government and in the field of performance management, using the Citywide Data Warchouse and data
reports on the CapStat website to expand the amount of data to which Council and the public have access.

Nevertheless, a balance needs to be struck, i Changes Made to: the Availability of Data
and we are willing to forge one. But, we
need to be very careful to weigh the costs of
each approach. Prior to making changes, we
intend to assess the financial investment ' the public at the beginning of the fiscal year

Reforms Implemented
™ Created a CapStat website that includes:

required to create a more comprehensive o CapStat telecasts via Channel 16 and on-demand video
structure, and prior to accepting a new ‘o Expanded access to RSS feeds T
performance measure, assess the likelihood o Agcncy;pgrformance-mcasu:jé_s _
of a measure leading to discussion and o -.Issu_c;speci‘fi_cperfogmancc-data,onar_ot_ating series ofL__opi_c_s'_
decisions. M Sought public input and ideas to improve DC government - -

- performance R . : o

Another concern that we want to highlight is Reforms Planned.. . '

the issue of performance measure stability. |- . 7I;z‘gsglzbsn??g;lfsts?iizl;zrman_ce reports to make lhemmore

We agree w;th}hc Auditor that stability O -Cij_éatn_a a'W¢b'—bé‘s}ed'pofial'for-reportingperformanca.d.até'-to. o
offers  credibility and enables more " . reduce the risk of dataentry errors o S
meamngfql .analysm.- .We §hould not, [ Phice performance datainformation on the Web, available to the * -
however, insist on stability for its own sake. [|** " public throughout the year . o S :

If performance measures are deficient, we 1:] e Te0p o e

should replace them. When the District maps for casier public viewing
adopted performance-based budgeting, it ool

o Agency.performance plahs, including initiatives, available.to

“Place geographic performance data available on_Go_égiékaéirih i

created a large set of new measures in a relatively short timeframe, which was followed by a period of
stability. Given our own assessment, as well as that of the Auditor, it is likely that additional
improvements are needed before we return to another period of stability.

% personnel, training and employee development, contracting and procurement, property management, information
technology, financial management, risk management, legal, communications, customer service, language access,
and performance management, though not every agency has an identical sel.

® There are between 35 and 50 activities for most agencies.




Finaily, we would also like to highlight — as do the audit reports — the need for entities that do not report
to the Mayor, but still require oversight from Council, to fully participate in performance management.
The Office of the City Administrator experienced great difficulty achieving consistent performance
reporting from “independent” entities. This is all too apparent in the number of “no data reported”
comments in the FYQ7 PAR reports. We also need for a full commitment by the Office of the Chief
Financial Officer {OCFO) to maintain a performance program integrated with the budget process. The
OCTO has reduced the number of staff dedicated to performance budgeting over the past several years,
downsizing from three to four staff to now devoting one person, part-time, to the effort.* Additionally, the
OCRO’s cost-driver program, also a legislated mandate, has made slow progress given the time and
resources that have been devoted to it, despite the promise it has to shed light on efficiency and

operational performancc.5 We would very much like to partner with this effort in creating efficiency
targets.

Over the remainder of 2008, the Office of the City Administrator looks forward to confinuing our
progress 1o improve and reform the performance management program. We intend to implement the vast

majority of recommendations provided by the Auditor and look forward to working with the Auditor and
her staff in the future.

Overview of Recommendation Responses

Recommendations from the February 26, 2008 Report

Recommendation 1: Pertains to the submission of performance plans with agency budgets.
Response: We intend to submit performance plan information with budget submission. We might,
however, consider requiring the submission of a performance plan draft with the submittal of the budget

to Council. We feel it is more insightful to
finalize plans only after budget decisions [ - AT

have been made. We want to also highiight || Reforms Tmplemented. :
that this administration puts “initiatives” at B Created a-quarterly review of budget implementation and -

' ChangesMade to: C_ohnec_ting Measures to 'B_u_dge‘ts

the heart of performance plans, and these ,p@_rf_éﬁuam::q in City Administrator-led CapStat sessions as -
are often linked o budget enhancements | desciibed above. . o C
Refqrn;s__l_’l_ar_med o

that require approval. By waiting until the
. ] o [
budget is approved to finalize the j
performance plans, it may atlow us to have | -
measures that are more valid, significant,
and fair, according to the Auditor’s | [ ‘Revise
N

]

agenc

s-performance plan.,

_ 1al -Revise agency chaptersiof the budget book
application of those terms. “:..hjighl-;g‘h__tl the goals:and pbj_r_:p_ti’v’e_s;of: agencies.

Recommendation 2: Pertains to submission
of performance reports by January 15.
Response: We  concur  with  this

. “year if events outdate initial expectations.

: 'Re_qql_r_e;app_royg_d?lmdgel_e:_;haggcgmcnt requests conpeet to a - o
hancement)in the:agency's performanceplan, . |
tenhancement requests based on what change they .

0 more clearly R

" Require reyisions to agency peff(f)rmangc-plans.ann'uall:y,' o
- Judiciously update and adjust performance plans throughout the

recommendation.

Recommendation 3: Pertains to ensuring plans cover all significant activities.

4 Several years ago, the OCFO devoted 3 or 4 people to performance budgeting. These individuals worked very
closcly the staff of the City Administrator and leadership at agencies to integrate performance plans and budget
structures.

5 To my knowledge, the cost driver program has been limited to a very small number of agencies, and only one,
Corrections, has been through the complete process.



Response: We intend to comply with our understanding of this requirement, and agree that the law could
be made clearer on this point.

Recommendation 4: Pertains to expanding the scope of measures to include agency managerment
Response: We concur and have plans to expand this, balanced by the cautions noted in this response.

Recommendation 5: Pertains to expanding the scope of measures to include {inancial management.
Response: We concur and have plans to expand this, balanced by the cautions noted in this response.

Recommendation 6; Pertains to making measures more outcome-oriented.
Response: We concur, and will continue to make progress in this area.

Recommendation 7: Pertains to making use of efficiency measures.
Response: We concur, and will continue to make progress in this area. We also encourage the OCFO to
participate actively in leveraging their cost-driver initiative for this purpose.

Recommendation §: Pertains to adopting measures deemed as best practice.
Response: We concur, and have already begun this process.

Recommendation 9: Pertains to examining neighboring jurisdictions for useful practices.
Response: We concur, and have already begun this process.

Recommendation 10: Pertains to reporting data for all measures inciuded in annual plans.
Response: We concur with this recommendation.

Recommendation 11: Pertains to creating a process that engenders stability in measures

Response: We concur with this recommendation, but intend to implement after we have completed our
reforms to the measures themselves.

Recommendation 12: Pertains to linking specific employees to specific measures.
Response: We concur with this recommendation.

Recommendation 13: Pertains to clarifying ambiguities in the GMAA.
Response: We concur with this recommendation.

Recommendation 14: Consider creating/updating comprehensive performance budgeting requirements.
Response: We concur with this recommendation.

Recommendations from the Febroary 27, 2008 Report

Recommendation 1: Pertains to sustaining attention toward performance management

Response: We concur and have always intended to sustain executive attention on performance
management,

Reconumendation 2: Pertains to improving measures themselves
Response: We concur with this recommendation and will continue to improve measures. We would
underscore the cautionary notes made in the body of this letter.

Recommendation 3: Pertains to making use of efficiency measures.

Response: We concur, and will continue to make progress in this area. We also encourage the OCFO to
participate actively in leveraging their cost-driver initiative for this purpose.



Recomumendation 4: Pertains to ensuring plans cover all significant activities.
Response: We intend to comply with our understanding of this requirement, and agree that the law could
be made clearer on this point. We would underscore the cautionary notes made in the body of this letter.

Recommendation 5: Pertains to reporting data for all measures included in annual plans.
Response: We concur with this recommendation.

Recommendation 6: Pertains to creating a process that engenders stability in measures.
Response: We concur with this recommendation, but intend to implement after we have completed our
reforms to the measures themselves.

Recommendation 7: Perlains to expanding training and technical assistance in performance management.
Response: We concur with this recommendation.

Recommendation §: Pertains to expanding use and meeting frequency of the Performance Management
Council.

Response: We concur with this recommendation.

Recommendation 9: Pertains to creating a user manual,
Response: We concur with this recommendation.

Recommendation 10: Pertains to increasing training in performance management through DCHR.
Response: We concur, and will likely offer introductory training in performance management and more
advanced technical assistance on an as-needed basis.

Recommendation 11; Pertains to expanding the use of external assessments.
Response: We have plans to sustain our innovations in this area and expand them.

Recommendation 12: Pertains to setting ambitious targets.
Response: We concur, have begun this change, and will continue to implement this policy.

Recommendation 13: Pertains to quality control and verification.
Response: We concur, and have plans to roll-out with changes to the measures themselves.

Recommendation 14: Pertains to requiring executive leadership certify the accuracy of reported data.

Response: We concur and will request it of agency Directors, through making use of electronic
signatures, and will ask it of independent agencies.

Recommendation 15: Pertains to showing actual levels of performance when reporting percentages
Response: We will consider this recommendation strongly when we review measures, and will assess on
a case-by-case basis.

Recomunendation 16: Pertains to improving the readability and scope of performance reports.
Response: We concur with this recommendation.

Recommendation 17: Pertains to creating stronger links between outcomes and budget requests.
Response: We concur with this recommendation.

Recommendation 18; Pertains to reviewing the laws around performance management and budgets.
Response: We concur with this recommendation.
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Ms. Deborah K. Nichols

District of Columbia Auditor

Office of the District of Columbia Auditor
717 14" Street N.W.

Suite 900

Washington, DC 20005

Dear Ms. Nichols:

Enclosed please find the Office of the Chief Financial Officer’s combined response to the draft
audit reports entitled “Performance Measurement System Needs Long-Term Stability and
Commitment to Maximize Effectiveness” and “Compliance with the Government Managers
Accountability Amendment Act of 1995 Has Been Incomplete and Inconsistent.”

Thank you for providing us the opportunity to review the findings and recommendations before
the final release of these reports. If you have any questions regarding these combined
~ responses, please contact me at 202-727-2476.

Respectfully,

Enclosure

1350 Pennsylvania Avenue, N.W., Suite 203, Washington DC 20004 (202) 727-2476
www .cfo.de.gov



This is in response to a draft DC Auditor’s report entitled “Compliance with the
Government Managers Accountability Act of 1995 Has Been Incomplete and
Inconsistent” received by the Office of the Chief Financial Officer. This will briefly look

at findings and recommendations that pertain to the OCFO as an operating agency within
the DC Government.

The auditor’s finding “District government agencies have often failed to state
measurable, objective performance goals for all significant activities in their annual
performance plans” singles out agency financial operations as a neglected area. While
the auditor does state that the OCFO reported that their financial operations measures
applied to the entire government, the finding implies that each agency should have
performance measures for financial functions. It is emphasized throughout the report that
performance measures should be used more for management decisions. We would like to
stress that the agency financial operations functions are under the management of the
OCFO. Other agencies should not be burdened with measures on acfivities for which
they are not directly responsible and do not control.

The auditor’s finding “Chronic management problems not reflected in Agency
performance measures” focuses on using performance measurement as a tool in helping
resolve program and financial management problems. Specifically the auditor states that
the financial operations measures could be strengthened. Several current measures are
very process oriented measuring such things as reprogrammings, FRPs and closing
package submissions. We note that these processes ensure the reliability of the financial
data and assist OCFO personnel in managing the financial function.

The auditor has further findings on outcome versus output oriented performance
measures and other measures of limited value. The OCFO is working to revise its
measures to better reflect management goals and will incorporate the comments of the
auditor, especially in the notes on efficiency measures, in this endeavor.

The auditor has findings on compliance, noting it declined for most sample agencies
between FY06 and FY07. Discussion in this section also includes comments about
providing performance data after the initial report is due. This affects measures that are
due before the CAFR is complete. The budget books cited used information collected
from the City Administrator for its January report. While the OCFO does have the
missing results, the book was not updated to include information not presented in the
initial collection. We note this discrepancy and will take care that it does not happen for
OCFO measures whenever it can be corrected. The auditor should note that results for
agency management District-wide have been collected by the city administrator for all
agencies each year since they were added in 2004.

We appreciate the opportunity to respond.



Office of Budget and Planning’s Response to
D.C. Auditor’s letters dated February 26 and 27,2008

The Office of Budget and Planning has reviewed the two draft reports titled “Compliance
With The Government Managers Accountability Amendment Act of 1995 Has Been
Incomplete and Inconsistent” and “Performance Measurement System Needs Long-Term
Stability and Commitment to Maximize Effectiveness”. We appreciate the opportunity to
respond, and we generally agree with the findings. Since both reports overlap into the
areas we are commenting on, we have prepared one response for both reports.

Both reports attempt to reconcile a performance management process that is found in two
places within the D.C. Official Code, the Government Managers Accountability
Amendment Act of 1995 (GMAA) and the Performance and Financial Accountability
Act of 2001, which implemented the Performance Based Budget (PBB) system. In
Appendix A of each report, the Auditor lists documentation used to establish best
practices in performance management and accountability, With the exception of the
Government Accountability Office guide, each reference listed was published after the
implementation of the GMAA and the PBB legislation. In the case of the GMAA, most
documents were published 10 years after GMAA implementation. Clearly the school of
thought on effective performance management has advanced, and our body of law should
reflect the benefits of hindsight and lessons learned in the field. We fully agree with
recommendations 13 and 14 of the “Compliance with... " report and recommendation 18
in the “Performance...” report that call for a Mayoral and legislative review. We also
fully agree with recommendation 9 found in the “Performance...” report that calls for the
publication of a performance management handbook, and we further suggest that this
handbook be updated after any legislative updates.

The reports also highlight the need for a universal management process. We agree with
this conclusion, as there is a significant need for a performance management process
across all entities that receive funding from District of Columbia taxpayers. Itisa
reasonable expectation of our residents that there be a governance mechanism for every
entity that receives public funding, regardless of whether the entity reports to the Mayor
or is considered an independent entity. The current practice separates agencies into those
that submit a performance plan and those that do not. For non-performance plan agencies,
there is no governance process for the approval of performance measures or the
collection of a performance plan. A universal process that facilitates all recipients of
public funding, backed by the support of the Council, is entirely appropriate.



The “Performance...” report on page 17 concludes that the Fenty administration has
implemented too few measures and goes on 10 recommend additional measures to
achieve “breadth and balance.” We recommend that attainment of breadth and balance
considers the reality of resource restraints and the demands of proper oversight and be
done against the backdrop of a cost benefit analysis. Monitoring and maintaining
measures, which should be a routine function, does require resources at the Council,
Mayoral and agency levels.

We appreciate the opportunity to respond. Any questions should be directed to
Michae! Sheaffer, Budget Analyst, 727-1099.
OBP comments on findings and recommendations in the “Compliance with the

Government Managers Accountability Amendment Act of 1995” draft audit report dated
February 26, 2008.



Findings:

Page

Comment

Oversight by agencies such as the 11
Office of the City Administrator and
the Office of Budget and Planning
tends to emphasize compliance. ..

We acknowledge that the entire
performance management process
requires review and the role of all entities
involved requires revalidation.

The performance measurement 11
system needs to be more closely
linked to strategic planning and

Recommend that we look towards best
practices at other municipalities and
incorporate into the legislative update in

budgeting. order to accomplish this goal.
Recommendation: Page | Comment

#
Agency directors and their senior 36 | The Office of Budget and Planning is the

managers should begin implementing
efficiency measures, drawing on the
hundreds of efficiency measures that
have been developed in agency
strategic business plans, as a way to
show how well they are using
resources and provide useful
information for the annual budgeting
process. The Office of Budget and
Planning should help agencies select
efficiency measures and develop the
necessary data collection methods
and calculations.

District’s independent central budget
office charged with the development,
formulation and execution of the
District’s fiscal budget. The basis of
assisting agencies in selecting efficiency
measures and developing data collection
methods must be coordinated through the
City Administrator’s Office.




OBP comments on findings and recommendations in the “Performance Measurement
System Needs Long-Term Stability and Commitment to Maximize Effectiveness” draft
audit report dated February 27, 2008,

Findings:

Page
#

Comment

Several officials stated that there had
been a number of training sessions
jointly led by the Office of the City
Administrator and the Office of
Budget and Planning four to six years
ago when performance-based
budgeting was first being
implemented, but that training had
since waned.

19

The Office of Budget and Planning holds
several fraining sessions each fiscal year
on the District’s budget process,
including Performance-Based Budgeting.
These training programs are sponsored
by the Center for Workforce
Development.

The Office of the City Administrator
and the Office of Budget and
Planning (OBP) issued a five-page
manual on Performance Measure
Data Collection in July 2003, but the
Auditor found that this guidance was
no longer being used.

20

The original manual on Performance
Measure Data Collection was written and
distributed by the City Administrator’s
office charged with PBR
implementation. The City
Administrator’s Office has consistently
maintained oversight, both structurally
and governance, of the performance
management process since its inception.

In the OQCFO’s FY 2007 report, the
agency was deemed as having
“exceeded expectations™ for its
Budget Development and Execution
program, yet none of the four
performance targets for the program
were met. '

24

This overall performance assessment was
assigned by the CA’s office.

... data verification...There is no
central review function performed by
the Office of the City Administrator
or the OCFQO.

25

Review of source data integrity would
better be done by an audit at the agency
site and completed as part of a
comprehensive validation process.




OBP comments on findings and recommendations in the “Performance Measurement
System Needs Long-Term Stability and Commitment fo Maximize Effectiveness” draft

audit report dated February 27, 2008, continued.

Recommendations:

Page
#

Comment

Agency directors and their senior
managers should begin implementing
efficiency measures, drawing on the
hundreds of efficiency measures that
have been developed in agency
strategic business plans, as a way to
show how well they are using
resources and provide useful
information for the annual budgeting
process. The Office of Budget and
Planning should help agencies select
efficiency measures and develop the
necessary data collection methods
and calculations.

32

The Office of Budget and Planning is the
District’s independent central budget
office charged with the development,
formulation and execution of the
District’s fiscal budget. The selection of
efficiency measures and developing data
collection methods must be coordinated
through the City Administrator’s Office.

The Office of the City Administrator,
with the assistance of the Office of
the Chief Financial Officer, should
publish.a comprehensive and user-
friendly guidebook to performance
management in the District
government, similar to Fairfax
County Measures Up: A Manual for
Performance Measurement, now in
its Tenth Edition.

33

We agree with the need for a guidebook.
Once the guidebook is written by the
CA’s Performance Management staff,
the OCFO stands ready to work with the
City Administrator on the publishing of
any comprehensive guidebook for
performance management in the District.




