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In 1998, the Urban Institute received grants from the Smith Richardson and the Alfred P. Sloan Foundations to support a survey of
state performance management practices, or governing-for-results. Project reports are available from the Urban Institute.

Project team members included Blaine Liner (project director), Harry Hatry, Elisa Vinson, Pat Dusenbury, Ryan Allen, and Scott
Bryant from The Urban Institute; Ron Snell and Jennifer Grooters from the National Conference of State Legislatures; and Wilson
Campbell and Jay Fountain from the Governmental Accounting Standards Board. Material presented here is synthesized from pro-
ject records produced during the project period. 

The project team assembled materials and made site visits to Florida, Minnesota, North Carolina, Oregon, and Texas, where
over 350 state and local officials and citizens, representing over 150 organizations and agencies, were involved in discussions about
governing-for-results experiences in those states. In addition, dozens of administrators from other states were helpful in explaining
their approaches.
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Purpose of Report

What do state governments and their taxpayers get for the dollars they
spend? Are officials making their funding and programmatic deci-
sions in ways that include an explicit focus “on the bottom line” of
what is to be achieved? To what extent is the state serving the public
interest? Many states are seeking to place a greater focus on what the
results of government activity have been and, when making decisions
about the future (whether funding, policy, or program choices), want
estimates of the results of those decisions. 

The purpose of this report is to identify good practices and lessons
learned by states that have moved ahead in governing-for-results and
to provide recommendations for improving those efforts. This docu-
ment is a compilation of findings about the state of the art and the
practice of governing-for-results.

Until recently, a state’s elected and appointed officials focused
primarily on revenue and expenditure information and on the amount
and type of activity state agencies were undertaking. Executive or
legislative officials rarely received regular information on the out-
comes of their programs and legislation. Early in the 1990s, some
state legislatures passed legislation to correct this deficiency.
Appendix A lists such legislation as of the end of 1999. The National
Council of State Legislatures’ (NCSL’s) examination indicated that by
the end of 1999, 33 states had “broad governing-for-results legisla-
tion”; 17 did not (see table 1-1 in appendix A).

The use of information about the outcomes of state government
activities for programmatic and policy-level decisionmaking can be
called “governing by results.” The term “performance management”
is often used to refer to such activities by the executive branch. Since
this report discusses both legislative and executive branch roles in
delivering effective and efficient state services, the broader term “gov-
erning-for-results” is used.

The movement toward focusing on the outcomes, as well as the
costs, of public services has become strong at all levels of government
and in the private nonprofit sector. The basic rationale of governing-
for-results—that service organizations should work to produce the
best results possible, given the available resources—makes sense. 

But progress is slowed by such factors as unfamiliarity with
outcome measurement, concern over the possible cost of new data
collection requirements, and fears that public managers, who often
have limited influence over many of their program outcomes, will be
unfairly blamed for outcomes that are less than expected.

Purpose,
Scope, and
Study
Procedures

P A R T  O N E
S E C T I O N
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“Governing-for-results”
refers to the system a govern-
ment—both the executive and
legislative branches—uses to
focus its decisions and activi-
ties on the results, as well as
costs and physical outputs, of
government activities and
actions. This allows the gov-
ernment to maximize the
quality of services and pro-
grams to its citizens and
develop proper ways to mea-
sure outcomes of those ser-
vices and programs.



The report is hoped to be useful to any state government, regardless of its level of imple-
mentation of governing-for-results. Governing-for-results is still in its early stages in most
states and is continually evolving in all states. States can and should learn from each other’s
experiences, as well as from the experiences of other levels of government. While each state
is different, the basic ideas of governing-for-results are the same. 

Beginning in section 2, this report presents the study’s findings and specific recom-
mendations, both for those states beginning to implement governing-for-results and for
states that are further along in the process. 

Scope 

Governing-for-results is meant to permeate most aspects of government. It can be said to
begin with strategic planning and link to the development of annual plans and budgets.
Governing-for-results should also become a major concern of operating managers, encour-
aging them to motivate their employees to focus on results and, similarly, motivating state
service contractors and grantees to focus on results. 

This results-based focus should also be applied in the state’s dealings with its local gov-
ernments, both when the state actually provides funding support to local governments and
in encouraging local governments to apply results-based government. 

Finally, a results-based focus in communicating with state citizens is not only more
meaningful than solely telling them the costs and descriptions of state agency activities.
Citizens become more interested in their state government if they have information on
results of direct interest to them, especially if the state’s information identifies outcomes for
their own communities (their own county and/or city).

Part 2 presents the study’s findings and recommendations pertaining to each of the fol-
lowing state government activities:

● Strategic planning 
● Budgeting (and its governing-for-results counterpart, performance-based budgeting)
● Agency and employee motivation/incentives 
● Contracting (and its governing-for-results counterpart, performance contracting)
● Interface with local governments 
● Communication with citizens

Successfully implementing governing-for-results also requires states to pay consider-
able attention to the processes involved in obtaining and using the performance information
effectively. Thus, part 3 attempts to address a variety of specific governing-for-results
process issues, including

● Use of performance information
● Handling of problems in implementing governing-for-results 
● Improving the “technical” side of performance measurement 
● Analysis of the information; the need for explanations
● Training and technical assistance 
● Data quality control 

2
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Finally, part 4 presents

● Special issues for the legislature 
● Costs of implementing governing-for-results initiatives
● Final observations and a summary list of the recommendations made throughout this

report

It is impossible to cover all the issues relevant to successfully implementing a state
governing-for-results process. This report addresses those issues common to a number of
states and that appear to be important to successful implementation and use of governing-
for-results.

Finally, we note that information on the results of state activities is only part of the total
picture that elected officials and agency managers must consider when making policy,
program, and budget decisions. Other factors, such as the reputation of an agency and its
key personnel, recent media attention, and a variety of political considerations, can play
major roles in state government decisions. 

Methods

This report draws on the experiences of a number of states to provide recommendations for
improving efforts to implement results-based state government. The recommendations are
the result of an in-depth examination of results-based efforts in 5 states, many discussions
at the local level with citizens and officials, and information gleaned from material dissem-
inated or made available by agencies in many of the other 45 states.

The Urban Institute, with the National Conference of State Legislatures (NCSL), began
this work in May 1998. From Spring 1998 through Spring 2000, the team reviewed state
governing-for-results practices.

The team concentrated its efforts on uncovering information on the topics listed above,
and used a variety of procedures and sources: Internet searches; telephone interviews with
state officials; discussions with personnel from other organizations interested in governing-
for-results, such as the Governmental Accounting Standards Board (GASB); and review of
miscellaneous documents from state governments.

The single most important information collection procedure was the firsthand exami-
nation of the governing-for-results practices in five states. The team chose Florida, North
Carolina, Minnesota, Oregon, and Texas for site visits because of their lengthy histories in
performance measurement and management. The team prepared an information collection
guide on the above topics for use in interviews, although its wide coverage of topics meant
that only a portion of it was used in any single interview. Each site visit lasted approximately
five days. The team held 237 meetings, averaging about 47 per state. These meetings were
held with executive branch officials, legislators, legislative staff, local government officials,
and nongovernmental officials. In addition, focus groups with citizens were held in North
Carolina and Texas, and a focus group with local government officials was held in Texas.

The team conducted interviews with a wide variety of agencies and individuals to gain
a comprehensive view of the governing-for-results effort in each state. Executive branch
agencies covered in one or more of the states included departments of health, human
services, transportation, education, revenue, community affairs, environmental protection,

Purpose, Scope, and Study Procedures



corrections, management and budget, economic development, and labor. The team met with
between 15 and 31 executive departments in each state. The majority of these interviews
were with program managers and other key staff. Interviews in the legislative branch
included individual legislators, legislative staff (both legislators’ individual staff and
committee staff), and state auditors. 

The team met with between 15 and 21 legislators and legislative staff in each state.
Finally, the team conducted interviews with a small number of nongovernmental entities
(such as university professors and advocacy groups) and local government officials (such as
mayors and city and county managers). 

The team interviewed approximately 440 individuals in the 237 meetings. A compre-
hensive list of the agencies that the team interviewed in each of the five states is provided in
appendix D.

Study Limitations

The findings and recommendations presented throughout this report have at least three
important limitations. 

First, the information presented in this report provides neither case studies nor quanti-
tative evaluations of the governing-for-results efforts of any of the states examined. Case
studies or evaluations of specific states were not the focus of this work, and study proce-
dures were not designed to provide sufficient information for those purposes.

Second, governing-for-results is a rapidly changing field. New developments are occur-
ring all the time, and key personnel changes and elections can quickly alter the atmosphere
for governing-for-results efforts, for better or for worse.

Third, we did not have the resources to evaluate the effects on outcomes of the exam-
ples described (or which examples helped serve as a basis for our recommendations). Even
with more resources, it would have been extremely difficult to evaluate the outcomes of the
governing-for-results elements examined. Thus, the recommendations are based on the early
successes that were observed and on the team’s best judgments of the basic soundness of the
procedures.

4
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Planning for a number of years into the future can help states
better understand the future consequences of current choices.

Considering long-term goals can help a state decide how current
activities can help it achieve future objectives. 

Strategic planning is a process in which an organization takes a
fresh look at its mission and how to best meet that mission, and involves
assessing the likely future environment and needs for service. It also
involves considering alternative ways to carry out the mission and the
alternatives’likely costs, outcomes, and feasibility. It is usually intended
to encourage innovative thinking as to how best to meet the need.

Many governments have adopted the private sector’s strategic
planning approach to help set priorities and allocate scarce resources
in changing environments. As shown in appendix A, 19 states had
statutory requirements for agency strategic planning at the beginning
of 2000. 

Too often, however, public sector strategic planning is an event—
or worse, just a document: A strategic plan for the state is presented
to the world with fanfare and then fades away, or an agency prepares
strategic plans to meet executive or legislative mandates but does not
use the plan to help direct the agency’s activities. 

Strategic planning looks ahead toward goals to be accomplished;
performance measurement looks back to see what was achieved. The
strategic plan defines the performance to be measured, while perfor-
mance measurement provides the feedback that keeps the strategic plan
on target. When strategic planning and performance measurement are
used together, they form a continuous process of governing-for-results. 

Strategic plans can be, and sometimes have been, prepared for the
state as a whole, without specific state government agency roles indi-
cated; for the state government as a whole; for individual state agen-
cies; or for a combination of these.

How frequently should the strategic plan be updated? Florida cur-
rently calls for annual plans, while the Texas legislature requires plans
to be submitted every two years. Strategic planning is fraught with
uncertainty. Predicting and preparing for the future can be extra-
ordinarily difficult: Circumstances change, and strategic plans, or at
least parts of them, by their very nature should eventually become
obsolete on achievement of the objectives. This suggests the need for
frequent review. On the other hand, preparing strategic plans from
scratch can be very time-consuming. State strategic plans are also
likely to change when a new governor is elected and alters priorities.

Strategic
Planning

P A R T  T W O
S E C T I O N

2

Considering long-term goals
can help a state decide how
current activities can help it
achieve future objectives. 



How broad should the strategic plan be? A number of states have developed statewide
goals, benchmarks, or similar reports for the state as a whole, without a particular focus on
the roles of state government, state agencies, or local governments. Oregon’s Benchmarks,
Minnesota’s Milestones, and Florida’s Governmental Accountability to the People (GAP)
Commission all fall into this category of state quality-of-life indicator systems rather than
state government–focused plans. These efforts generally seek input from many stakeholders
across the state to identify key statewide indicators to track and use to establish out-year
targets—either for those indicators or for the goals they serve (for perhaps 10 or more years
into the future). The states or the blue-ribbon commissions that issue these reports sub-
sequently attempt to track progress against these targets. 

Continuity of these efforts has not been one of their strong points. Florida’s GAP
Commission was not funded by the legislature in 1998, and the Commission stopped func-
tioning. North Carolina’s Progress Board became much less visible once the reports were
issued. The reports flowing from these efforts have not included discussions about the
projected future environment nor the strategies planned. Some of these efforts provided
historical trend data indicating the extent of progress but did not include targets for future
years.1

What should be the role of individual state agencies? The low level of attention given
to the role of state governments in each of these statewide efforts has been a major problem.
The lack of a clear link between the indicators and state agencies’own activities and respon-
sibilities, along with a lack of attention to the roles of any substate units of general or special-
purpose governments, has left the efforts somewhat adrift once they had completed their
reports.

To correct this situation, the Oregon Benchmark program recently began to prepare a
listing of state agencies that influence each of the statewide indicators in either a “primary”
or a “secondary” way. Exhibit 1 is an excerpt from one of these listings, showing which

6

Strategic Planning

1 In Oregon, the earlier “Oregon Shines” documents, such as the 1989 report Oregon Shines: An Economic
Strategy for the Pacific Century, are clearly strategic plans under most definitions.

EXHIBIT 1 Benchmark Links to State Agencies



7

agencies affect each indicator. The same report provides a list of the indicators, grouped by
state agency, and provides contact information for each agency.

In a few states, statewide plans have been prepared for the state government as a whole.
These plans may reflect a governor’s position statement on state operations or, especially
for a new governor or one entering a second term, the governor’s priorities. Such statements
can be more political than analytical and may tightly conform to campaign promises or
statements about goals.

In some states, such as North Carolina, agencies prepared strategic plans even though
the state did not prepare a central statewide plan into which the agency plan would fit. (North
Carolina, however, has a statewide compilation but not a centralized plan.)

The two states in which agency strategic plans appeared to be most widely used were
Florida and Texas. Even in those states, the nature of these plans differed considerably
among agencies, ranging from a few agencies providing extensive background discussion,
well-prepared strategies, outcomes and attendant performance measures, and out-year
targets for the indicators, to agencies that merely described current activities without much
discussion of the future environment, outcomes, or out-year targets.

R E C O M M E N D A T I O N :  The state legislature and/or governor should require each agency to
prepare and maintain a strategic plan. (It is not clear whether states should also prepare comprehensive
plans covering all state functions, since such plans usually appear to have a particularly large political
content relevant to the agenda of the governor.) The agency planning process should include such
elements as those listed in exhibit 2. The agencies should be asked to review and update their plan at
least every other year. (Because meaningful strategic planning requires a considerable amount of time
and effort, it is not likely to be practical or necessary to undertake full strategic planning annually.)

Strategic plans should cover a number of years beyond the budget period—three years
at a minimum—and should include appropriate analyses of background information, alter-
natives, costs and benefits, and role specification for the various institutions or agencies that
will be involved in implementation. For some agencies, such as environmental agencies, a
three-year plan may cover too short a period. 

The team did not find examples of states and their agencies that had applied all the
elements listed in exhibit 2. Florida and Texas appeared to have the most advanced strate-
gic planning. Many of their agencies were using most of the recommended elements, but
there was little evidence that the agencies were systematically examining and analyzing
alternatives (elements 5 and 6).2

Strategic Planning

2 See, for example, Instructions for Preparing and Submitting Agency Strategic Plans for the 1999–2003 Period,
a joint publication of the Texas Governor’s Office of Budget and Planning and the Legislative Budget Board. (What is
probably the most extensive strategic planning effort has been done by federal agencies, as required by the Government
Performance and Results Act of 1993. Each federal agency has prepared and submitted its strategic plan to Congress,
and updates at least every three years are required. The first strategic plans were submitted to Congress in
September/October 1997.)



R E C O M M E N D A T I O N :  Strategic plans and the budgeting process should be linked. The out-
come values and costs included in an agency’s budget submission should be linked to and be compati-
ble with the values for those years in the strategic plans. The next year in the strategic plan then
becomes the starting point for the next budget. Agencies should be asked to explain any deviation
between the values included in their budget requests and those in their strategic plan.

Capital expenditure requests from agencies should also be justified in terms of meeting the out-
year goals in the agency’s strategic plan.

The outcome indicators included in an agency’s strategic plan should be included in the agency’s
outcome measurement process so that progress towards the strategic outcomes can be regularly tracked.

An important issue is the need to also link the strategic plan to agency operating
management.

8

Strategic Planning

Strategic PlanningPerformance Measurement

1. Identification of the populations served and outcomes sought by the agency
2. Identification of specific outcome indicators by which progress will be measured
3. Examination of the future environment and problems/barriers within which the agency

and its programs operate (such as demographic, economic, and social factors and trends)
4. Identification of the latest available baseline values for each outcome indicator
5. Examination of alternatives and practical options for achieving outcomes, including the

current service delivery approach
6. Analysis of each strategic option’s costs, feasibility, and effect on the outcomes, including

estimates of the out-year values for each outcome indicator and the costs included in the
plan

7. A process for obtaining input from the legislature, agency customers, agency employees,
and interest groups

8. Selection of one or two of the strategic options for review by key state officials in the
executive and legislative branches

EXHIBIT 2 Suggested Elements in a State’s Strategic Planning Process
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R E C O M M E N D A T I O N :  State agencies should develop annual action plans that identify the steps
needed to implement the strategic plan. The action plan should identify who needs to do what over the
next one or two years to achieve the outcomes sought and the resources (personnel and funds) needed.

Instructions for agency strategic plans in Texas call for the preparation of such action
plans without specifying any particular format. Texas does not require that these action plans
be submitted to the governor or the legislature.

Agency strategic plans should be made available to the media, interest groups, legisla-
tive committees, and others who have a vested interest in the outcomes set forth in the plans.

Often the agency is attempting to achieve outcomes that are identical to or similar to
those of other agencies or institutions. Such “partners” should be involved in both prepar-
ing and distributing the plans.

R E C O M M E N D A T I O N :  Agency strategic plans and any statewide strategic plans should be
disseminated to those whose input was sought in the plans’ preparation; such groups are likely to
include the legislature, agency customers, agency employees, and interest groups within the state. Both
hard copies and electronic copies should be available to those requesting them. State agencies should
consider providing copies of their strategic plans to each of their employees. The plans should be readily
available to citizens throughout the state, possibly on the state’s Web site and at public libraries.

Some of the difficulties with strategic planning are that it is time-consuming—both in
employee time and calendar time. Also, it is very difficult to project the future accurately,
even for one year. State governments and their agencies often do not have the resources—
particularly analytical resources—to help them undertake such planning. 

Strategic plans that the team has seen have focused primarily on existing program
approaches without paying much attention to alternatives that involve major changes, such
as those that may require legislative action. This may be realistic in terms of the effort
required to make major changes to existing service approaches, but it does not lead to
innovation—which strategic planning is intended to accomplish.

The team observed that strategic planning has too often been done primarily by holding
some form of retreat for key government officials, rather than being based on extensive and
thorough in-depth analysis of alternative strategies. 

R E C O M M E N D A T I O N :  The legislature and the governor should encourage their agencies to
use the strategic planning process as an opportunity to rethink their service delivery approaches and to
innovate—including considering options that involve major legislative program and/or policy
modifications.

Strategic Planning



What should the legislature’s role be in preparing strategic plans? State legislatures
assign responsibility for preparation of the plans to the executive branch. However, a num-
ber of states have assigned an oversight/facilitating role to a legislative office. At least one
state (Idaho) required agencies to consult with “appropriate” members of the legislature in
plan development (see appendix A, tables 2-1 and 2-3).

Our examination indicated that not many state agencies consulted with members of the
legislature in any substantive way as part of their strategic plan development.
(Representatives from one agency reported that their agency had made the mistake of not
discussing the plan’s content with the legislature, only to have it later dismissed by the leg-
islature.) 

NCSL’s examination of state legislation identified two states (Florida and Maine) 
that required outside constituencies to be part of agencies’ strategic planning process 
(see appendix A, table 2-3). 

R E C O M M E N D A T I O N :  As part of their strategic planning process, agencies should seek input
from the relevant parts of the state legislature—and from their major interested organizations—whether
or not state legislation requires it.

A major bonus for executive branch agencies when seeking input from the legislature
is the potential for improved communication between the two branches.

10
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State legislators, their staff, and state budget office officials who
were interviewed indicated that they would like to be able to

assess budget requests in terms of the results that will be achieved. This
desire has been one of the driving forces behind outcome-based per-
formance measurement legislation. Unfortunately, many people, both
inside and outside of government, have unrealistic expectations as to
what governing-for-results and performance measurement can do.

The relationships between expenditures and most outcomes,
especially end outcomes, are seldom understood in detail. Similarly,
performance data cannot reveal the “value” of outcomes, such as the
value of a human life, how much should be spent to ensure that all
children can pass the state’s graduation test, or whether it is better to
put more funds into health or social services. 

The information on past outcomes for each program, however, can
provide important clues as to the likely effects of proposed resource allo-
cations. The information indicates the extent to which desired outcomes
have been met and suggests the extent of need for budgetary changes.

One state agency official identified three benefits of a
performance-based budgeting system: 

● It changes the decision-making culture by introducing strate-
gic and performance-based thinking into policymaking and
administration.

● It introduces performance as one of the elements that influences
the budget process.

● It introduces goal definition and performance targets to achieve
the goals as part of agency administration.3

State budget offices and the legislature, especially during the initial
years of governing-for-results implementation, often were presented
too many indicators, the majority of which were outputs, not outcomes.
We found that few budget justifications were expressed in terms of out-
comes, other than in a very general way. Budget analysts and users (in
both the executive branch and the legislature) do not have much expe-
rience with outcome data, so even when the data have been available,
either as past outcome data or outcome projections for the future, users
have not known what to do with it. They have primarily used outputs

Performance-
Based
Budgeting

S E C T I O N

3

In performance-based
budgeting, policymakers link
appropriations to outcomes
by using performance
information when making
budget decisions and
including performance
indicators in the budget
document. Performance
information is one of many
factors that should be
considered in decisionmaking
about allocations. 

3 Source: Tony Fabelo, Executive Director, Texas Criminal Justice Policy Council,
presentation October 14, 1999, at the LBJ School of Public Affairs (University of Texas
at Austin) Executive Management Training Course.



and efficiency indicators that relate outputs to costs (such as cost of meals per inmate-day).
These are much easier data to interpret and use, but they say little about the outcomes of the
service. Thus, neither the executive branch nor the legislature appear to have systematically
used outcome data for budgeting.

A partial exception is Texas. The Texas legislature attaches specific outcome targets to
dollars by including outcome indicators in its biennial appropriations legislation. An exam-
ple is shown in appendix C-1. As the appendix shows, the legislation contains projections
for each outcome indicator for each of the next two years. Further, the legislation identifies
“strategies” for each goal. These strategies are the major activities being funded. Data on
projected outputs, efficiency indicators (average cost per unit of output), and “explanatory”
data (additional information that can help users interpret the other data) are also included. 

Louisiana also includes performance indicators in its appropriation bills. (Its 1997 H.B.
2476, Section 51, states, “The general Appropriation bill shall reflect a performance-based
budget, with specific appropriations for each agency and its programs to include key objec-
tives and key performance indicators therefore.”) An example is included in appendix C-2. 

Some managers are concerned about including outcome indicators and specific out-year
targets in appropriations, since doing so may result in an overemphasis on a small number
of highly selective indicators and could lead to increased chance of punitive use by state leg-
islators. On the plus side, however, the increased visibility of outcome information increases
state agencies’ motivation to achieve those targets. (The final budget performance targets
included in the appropriation should be compatible with the amount of funds appropriated.)

R E C O M M E N D A T I O N :  As part of a state’s budget process, operating agencies and their
programs should be required to identify outcome data related to specific dollar and staffing requests for
specific programs. They should also justify their budget requests at least in part based on the outcomes
sought, even if only qualitatively. Similarly, changed and new program budget requests should be
required to contain the outcome effects expected if the budget request is approved.

Some states, such as Texas and Louisiana, are beginning to require that targeted out-
come values be identified along with the proposed budget amounts. However, this is not the
same thing as actually using the outcome data to make budget choices and allocations.
Interviews and document reviews indicate that legislators, legislative analysts, and execu-
tive budget analysts have not yet developed ways to systematically analyze and use outcome
data as part of the budget formulation process. 

This limitation exists at the operating agency and program levels. Agency and
program managers have had difficulty in systematically analyzing and using outcome data
as part of the budget formulation process. Agency personnel often appear to consider
outcome information something they are required to provide, rather than as something
useful to them in preparing and justifying their budgets.

R E C O M M E N D A T I O N :  State agencies should begin to develop ways to systematically estimate
outcomes that can be expected from various budget levels. This is likely to be challenging, especially for
key state outcomes, but it should be attempted. 

12
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Where the legislature has a strong analytical arm that it calls on to review the data, as
in Florida and Texas, more and better use of the performance information appears to have
taken place. Those two states appear to be closer than most other states to fully applying
results-based budgeting. It is clear from staff comments that the relatively small number of
fiscal and other committee staff in Minnesota and Oregon has meant that those legislatures
have lacked the resources to build results-based budgeting into the legislative processes.

The indications are that legislators will become interested in and use outcome data that
are directly related to concerns of their constituents, are relevant to their interests, and can
help them make a case for funding and policy decisions. 

R E C O M M E N D A T I O N :  State legislatures should provide analytical staff to review the outcome
information provided by the executive branch (such as in agency performance reports and performance-
budgeting submissions) and provide summaries to legislative committees.

In Florida, these responsibilities are divided among staff for the fiscal committees,
committees, and the legislative Office of Program Policy Analysis and Government
Accountability (OPPAGA).

The Florida legislature, unlike other legislatures, has divided the committee staff workload
by assigning review of agency performance indicators to substantive committees so that the fis-
cal staff do not have to carry the full load. OPPAGA, with nearly 90 staff, undertakes such activ-
ities as performance audits and policy reviews of state programs; follow-up reviews that assess
whether agencies resolved problems identified in earlier reports; technical reviews of agency
performance-based budget proposals; and technical assistance to legislative committees.

In Texas, these responsibilities are shared by two agencies, the Legislative Budget Board
(LBB) and the State Auditor’s Office (a legislative agency in Texas). LBB has approximately
140 staff. It analyzes agency performance reports, tracks agency performance developments
when the legislature is not in session, and prepares the legislative budget and appropriations
bill. The State Auditor’s Office examines the accuracy of the performance data, the adequacy
of internal agency controls that safeguard the collection and analysis of performance data, and
how agency management uses the performance indicators to improve operations. 

Supporting such analytical staff can require a significant investment. Interviews with
legislators and internal surveys by Texas of their legislatures indicate that the Florida and
Texas legislatures believe this is money well spent.

A special problem in budgeting is that, as discussed earlier, multiple programs
frequently affect the same outcomes (such as substance abuse and juvenile delinquency
programs). Existing budget review procedures may not identify these overlaps.

R E C O M M E N D A T I O N :  Central executive branch and legislative staff should develop an index
that identifies and cross-references the different agencies and programs that contribute to the same
outcomes. This index should also identify which legislative committees address each outcome and
identify where legislative committee organization and oversight do not match the multiagency spending
to the same outcome.

Performance-Based Budgeting



For many state programs, some of the major outcomes expected will not occur until one
or more years after the budget year. For example, the major desired outcomes of many 
transportation and environmental protection programs, as well as programs for which the
state provides funds to local governments (such as social services), do not occur in the year
in which the funds are budgeted. For the approximately 20 states with two-year budgets, this
problem is somewhat less of a concern, at least for those funds budgeted for the first of the
two years.

R E C O M M E N D A T I O N :  For major outcomes expected to occur after the budget year, agencies
and their programs should be asked to provide out-year estimates on the expected outcomes for each
relevant outcome indicator.

This problem does not appear to have received much attention by states. However, such
information is crucial for adequately judging the worth of budget requests.

14
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A key problem for states in effectively using performance infor-
mation is getting agency personnel to take the performance

information seriously and use the information to help monitor and
improve their programs. Often, state employees initially treat the
performance measurement process as an external requirement that is
not very useful to them. 

Encouraging state personnel to focus on results, rather than solely
on activity, has been difficult. Many state personnel interviewed felt
that their states did not have adequate incentives for agencies and
personnel to change to this focus. This section discusses promising
incentives that may help encourage state personnel to focus on results.

Using performance incentives, particularly monetary ones, for
public agencies and public employees appears to appeal to many
elected officials, especially those coming from the business sector.
Providing financial rewards to or imposing sanctions on agencies or
individual employees, based on program outcomes, seems to be a
natural way to help motivate public personnel.

Unfortunately, state and other levels of government have had
numerous difficulties applying monetary incentives to their agencies
and employees. Difficulties include

● Providing adequate funds for awards; 
● Identifying meaningful, measurable indicators to use as an

objective basis for making fair decisions on who should get the
awards; 

● The limited influence public employees often have over impor-
tant outcomes; 

● The inherent problem of how to attach a monetary value to out-
comes; and 

● Union objections.

Another problem, frequently cited by state personnel, occurs
when monetary sanctions are applied to program allocations. If out-
comes for a program do not meet expectations, it may not be appro-
priate to automatically reduce the program’s funds. Many factors and
circumstances could mean that substantially different actions are
needed, including the possibility that the program may need more
funds to become successful. 

This study did not identify many examples of outcome-based
incentives in the states examined; very few incentives had been in
place for more than a year. This section describes the monetary and
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nonmonetary approaches that some states have been trying, ones in which outcomes are
included in the principal criteria used to determine rewards or sanctions. 

Providing monetary awards to individuals or to agencies requires a well-conceived and
well-implemented scheme. Underfunding the plan, using questionable—or, at least,
questioned—performance indicators to select the winners, and including subjective criteria
(giving rise to the possibility of claims of favoritism by upper levels of management) can
make a plan counterproductive. 

In 1995, the Minnesota legislature established a monetary incentive scheme for both the
University of Minnesota and the Minnesota State College System. The systems had to report
on five performance indicators. For each performance indicator for which a system made
progress, it was allocated an additional $1 million. Both systems received $4 million, with
each reporting progress on four of the indicators. This incentive plan, however, was dropped
the next year, apparently because of lack of support and interest by the governor and
legislature. A problem arose over the selection of the performance indicators, partly because
the university system was not consulted before the law was passed.

The Colorado legislature recently began tying the funding of state colleges and univer-
sities to performance. The performance criteria include the “percentage of degree-seeking
students who graduate from an institution four years after they enroll” and scores on license
and professional association examinations. Performance data on such criteria are used to
help determine how 75 percent of the increase in state funding budgeted for the coming fiscal
year is allocated among colleges and universities (Governing, December 1999, p. 44).

As described in the section on using performance information, Texas distributed 
food-stamp bonus funds from the federal government to its regional offices based on the per-
formance of those offices. 

R E C O M M E N D A T I O N :  States should generally emphasize nonmonetary incentives. While such
incentives are probably somewhat less motivating than cash rewards, they are considerably less expen-
sive and much less controversial. A number of such options are identified below.

R E C O M M E N D A T I O N :  States should consider providing greater flexibility to agencies as an
incentive for consistently achieving or exceeding desired outcomes. This flexibility might be in the form
of greater latitude in hiring or assigning personnel, contracting, or redirecting agency funds. 

The Texas General Appropriations Act has provided state agencies a comprehensive
range of monetary and nonmonetary incentive options. The 2000-01 General Appropriations
Act lists the following “positive incentives/rewards”: 

● Increased funding, 
● Exemption from reporting requirements, 
● Increased funding transferability, 
● Formalized recognition or accolades, 
● Awards or bonuses, 
● Expanded responsibility, and 
● Expanded contracting authority. 

16
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The legislation also lists a number of “negative incentives/redirection,” which include
the reverse of the positive incentives as well as recommendations for placement in
conservatorship and direction that a management audit be conducted or that other remedial
or corrective actions be implemented.4

The Texas 2000-01 General Appropriations Act also authorized bonuses of up to 
6.8 percent of an employee’s annual base pay for classified employees who “directly
contributed to improvements” in agencies that achieved 80 percent of their key performance
indicators, as long as the State Audit Office had certified that at least 70 percent of the
agencies’ performance indicators were accurate. (See section 13 on “Data Quality Control”
for more details of the Texas State Auditor’s process.) In the 1998-99 biennium, five agencies
qualified and two took advantage of the provision. In the 2000-01 biennium, 19 agencies have
qualified so far and are in the process of developing a performance bonus plan.

Florida legislation also provided opportunities for monetary incentives, but so far they
have rarely been used. The Florida Department of Revenue was the only one of four agencies
eligible that participated. The department earned 0.5 percent of its annual salaries by per-
forming above the expected target on two out of three selected measures. These extra funds
can be used for employee bonuses. 

In 1999, Texas provided nonmonetary statewide recognition awards to one small, one
medium, and one large agency. The agencies were selected based on a number of factors
determined by a “benchmarking committee” of public and private sector officials. Agency
performance was one of those factors. 

As described in the section on using performance information, the Texas Department of
Economic Development’s Corporate Expansion Recruitment Division reports internally on
outcomes relating to the individual staff members’ development of corporate prospects. The
data on the number of prospects developed are included as part of individual performance
reviews. To encourage teamwork, each staff member who contributes to an outcome should be
credited. Linking outcome success to individual performance, however, should be undertaken
with great care.

Louisiana permits agencies to retain unspent balances at the end of the fiscal year if they
have performed well.

Washington’s “Governor’s Awards for Service and Quality Improvements” are an exam-
ple of employee recognition awards, which are often used by state governments. These
awards have traditionally been given for cost savings and process improvements. In a
governing-for-results environment, quantitative evidence of improvement of outcomes
(including customer service quality indicators) becomes a major basis for such awards. 

The Washington awards have emphasized recognizing teams of state employees, and
have been given to between three and nine agency teams each quarter since the awards were
established in January 1998. They are given to “teams in state government who have
demonstrated excellence in one or more of the following areas: cutting red tape, improving
customer service, improving efficiency, or reducing and/or avoiding costs.” 

The “new” governing-for-results feature of such awards is that evidence of improvements
in service outcomes becomes one of the major criteria for the awards. For example, in April
2000, Washington’s Department of Retirement Systems Customer Telephone Access Project
Team received an award for revising its telephone answering process to provide immediate
responses to callers’ questions even when the assigned analyst was unavailable.

Agency and Employee Incentives

4 Text of Conference Committee Report, 1999. Pp. ix–55.



Another potentially strong nonmonetary motivator is comparison data. Some North
Carolina and Minnesota human services programs obtain information on individual service
delivery units’performance on outcome indicators and then present their findings back to each
unit along with data on the outcomes of other units. Such procedures appear to have consider-
able motivational value. Exhibit 3 is an extract from a North Carolina Women’s and Children’s
Health Division report to each of its 100 county health directors. The report provided outcome
data for each of the counties in a direct comparison format. The division, however, has recently
decided not to include the performance levels of all county offices in the report to each county,
but rather to provide the overall state average and the average for the county’s own comparison
group of similar North Carolina counties. The state agency uses the data to help it identify those
counties in greatest need of technical assistance (i.e., those counties whose outcomes are not
improving), and it provides intensive assistance to them through its regional consultants. 

This form of motivation can be constructive if the data are perceived as being
appropriate (ideally, the units being compared have had a role in indicator selection), data
quality is monitored by the central state office, and the comparison reports are used
constructively, rather than for punishment.

R E C O M M E N D A T I O N :  Where applicable, states should provide comparative outcome data
across service delivery units (whether the units are state agencies or local units of government).
Recognition should be provided to high-performing units, after any explanatory information is consid-
ered. Both level of performance and change from previous years should be used as bases for rewards.
Low performers should be given state improvement assistance and adequate time to make improve-
ments. Only if those measures fail should punitive action be taken by the state. 

Exhibits 8 and 9, included later in the section “Interface With Local Government,”
provide examples of Minnesota and Oregon’s comparisons of outcome indicator values
across counties. These examples, however, do not focus on particular local agencies but
rather on the county as a whole. 

Perhaps the best and most efficient incentive is for top levels of the state government to
review the latest performance reports with the responsible agencies and their program per-
sonnel. Nothing seems to get the attention of agencies and their programs more quickly than
having legislative committees ask for formal presentations. Similarly, when an upper-level
manager regularly reviews outcomes, indicating that the manager believes performance is
important, lower-level personnel are much more likely to take the information seriously. 

A version of this approach is for state agency managers to hold “How Are We Doing”
sessions to look at performance data soon after the latest report comes out and to discuss
what is and is not working. The Minnesota Department of Revenue has conducted such ses-
sions, addressing specific procedures that, based on the performance information, appear to
be working very well or very poorly. 

R E C O M M E N D A T I O N :  Agency managers should hold “How Are We Doing” sessions to regu-
larly review the latest performance reports with their personnel to identify what is and is not working
well. When outcomes have not been as good as expected, such sessions should be used to initiate
improvement action plans.
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R E C O M M E N D A T I O N :  Legislatures, including appropriations and policy committees, should
periodically review portions of agency performance information with agency personnel, possibly as part
of their review of budget requests. Legislators should question important shortfalls and unusually high
outcomes.

The legislatures of Texas and Louisiana, both states with strong appropriations
processes, have brought agencies in to explain their shortfalls from performance targets.
Texas’s process of providing explanations for any performance indicators whose values
deviate from the targeted values is described in section 11.

One special concern should be noted. Incentives should be designed to explicitly take
into consideration differences among offices as to the nature of—and, in particular, the
difficulty—of their workloads. We did not find any formal examples of this, with the
exception of some states’consideration, or at least the grouping, of school district education
test scores based on district demographic characteristics. 

Another opportunity for introducing a results-based, nonmonetary incentive is the
explicit consideration of outcome information as part of “performance agreements” with
managers and/or in the employee performance appraisal process for state employees.
Performance agreements between department heads and governors have been used in the
past (e.g., Florida). Similar agreements can be made between department heads and their
managers. The inclusion of outcome-based targets in budget materials can be considered a
variant of this type of agreement. (See section 3 on performance-based budgeting.)

The inclusion of “results” criteria in a state’s performance appraisal processes does not
yet appear to have been substantively implemented by states, nor is it clear how to ensure
that the process is both constructive and fair to employees. For example, few employees are
likely to be solely responsible for any of their program’s outcomes. An employee’s appraisal
might include the outcomes from all members, collectively, of the team responsible for avail-
able outcome measurements, or the appraisal might have a section in which the employee’s
supervisor assesses the degree to which the employee has focused on outcomes, including
the quality of the service provided to the program’s customers. 

A final issue is the temptation, which particularly affects the legislature, to use perfor-
mance information in a punitive fashion. This possibility worried a number of agency per-
sonnel interviewed and was raised by at least one legislator. Because outcomes are almost
always affected by factors outside an agency’s control, taking punitive action, even verbal
castigation, can become a negative incentive to agencies, encouraging them to avoid being
forthcoming with the needed information. 

R E C O M M E N D A T I O N :  Upper-level state officials, including legislators, should not automati-
cally dispense penalties (even verbal reprimands) if agency performance levels are not up to their
expectations. Public officials should first seek explanations for shortfalls. Major punitive action should 
be a last resort, after the shortfalls occur over a sustained period of time and without satisfactory
explanation. This will reduce the likelihood of agency personnel becoming defensive and not being as
forthcoming with their information in the future.
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