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This article was prompted by the reporting requirements of the Government Performance and Results Act of 1993 (GPRA) or The Results Act, Sec. 1116 Program Performance Reports a.:

“No later than March 31, 2000, and no later than March 31 of each year thereafter, the head of each agency shall prepare and submit to the President and the Congress, a report on program performance for the previous fiscal year.” (End Note 1)

This annual reporting requirement is the result of an agencies strategic plan, performance measures and annual performance plan. The March 31, 2000 report was seven years, January 1993 to March 2000 in the making. GPRA, however, requires reports to be submitted March 31 of each year. (End Note 1)

The six purposes of the Results Act, Sec. 2. (b) speak to the reporting requirement. An analysis of the reporting requirements and purposes of GPRA as well as the Balanced Scorecard methodology are appropriate topics of discussion. The Balanced Scorecard (B SC) and GPRA are compatible tools that can be used to propel agencies into a sustained, high performance level. (End Note 3)

In the next few pages I will discuss how the BSC and the purposes for GPRA are complimentary approaches.

The National Partnership for Reinventing Government in the article, “Balancing

Measures:
Best Practices in Performance Management” indicated that when the Government Performance and Results Act was first implemented, many felt that government management was somehow ‘different,” that the same rules that applied to the private sector could not apply to the public, or at least not in the same way. After all, government agencies don’t have a bottom line or profit margin. But recent efforts... attest that is not true. The bottom line for most government organizations is their mission: what they want to achieve. (End Note 2)

But they cannot achieve this mission by managing in a vacuum, any more than can the private sector. More specifically, the roles of customer, stakeholder, and employee in an organization’s day-to-day operations are vital to its success—and must be incorporated into that success. (End Note 2)

In their groundbreaking Harvard Business Review article, Robert S. Kaplan and David P. Norton introduced the concept of the Balanced Scorecard to the private sector. This article, and subsequent works by them, discusses private sector efforts to align corporate initiatives with the need to meet customer and shareholder expectations... government organizations are trying to include customers, stakeholders, and employees in their performance management efforts—to reach some balance among the needs and opinions of these groups along with the achievement of the organization’s stated mission. All of the organizations (utilizing the Balanced Scorecard concept) have had some level of success in doing this.  (End Note 3)

The Balanced Scorecard by application is a multifunctional tool which when properly utilized to “cascade”, roll out, or decompose the mission of an organization will “operationalize” organizational strategy. Accordingly performance measures and annual performance plans are translated into objectives, input/drivers and outcome/lag measures, which are visible throughout the organization and can be used to efficiently and effectively complete the GPRA annual performance report requirements.

This is not to say that application of the BSC methodology to government operations is a quick fix or just another “management de jour”. Furthermore organizations that skip steps in their implementation process or alter the approach to a representation of a “three legged stool” typically fail.

The analogy of the three-legged stool is appropriate to this paper as it represents a gross misinterpretation of the concept of the BSC and its true value and worth to the organization. The BSC concept includes four equally important components: Customer, Financial, Internal Process and Learning and Growth. Many agencies also include a Stakeholder perspective. Only when these components (or perspectives) are properly linked to the organizations mission and vision can the organization move forward in its entirety to fulfill its mission. The organization that properly utilizes the four perspectives of the Balanced Scorecard can accordingly move forward to champion over its organizational barriers (or better serve its customers) and not flounder with the implementation of the plan.

Since its inception, GPRA has required government agencies to institutionalize strategies, performance measures and annual business plans necessary to comply with the Act. The first program performance report for the fiscal year ended September 30, 1999 was do from each agency no later than March 31, 2000. Per the Office of Management and Budget, “Primer On Performance Measurement”, revised February 28, 1995 GPRA requires agencies to report several categories of measures as follows:

1.
Outcome Measure that assesses the results of programs compared to their intended purpose.

The above measure defined in GPRA as an outcome equates to the BSC lag measure, which ultimately prove that the organization has done what it said it, was going to do.

2.
Output Measures that record activities that can be expressed in a quantitative or qualitative manner.

The GPRA output measure equates to measures and milestones applied to the Balanced Scorecard “Initiatives” or Action Items.

3.
Impact Measures that define the direct or indirect consequences resulting from achieving program goals.

The GPRA Impact measure equates to “lead” measures or driver measures applied to the Balanced Scorecard “Objectives”.

4.
Input Measures that lists resources used to carry out the program or activity that is to achieve the outcome or output. (End Note 4)

The GPRA Input measure equates to measures associated with the Learning& Growth and Internal Process perspectives of the Balanced Scorecard. These measures not only measure the success of the Learning & Growth and Internal process objectives, but also are (by definition) early indicators of success in the other perspectives (customer, stakeholder, financial)

The BSC furthermore defines an organization’s strategy in four or five perspectives: Customer, Financial, Internal Processes, Learning and Growth, and (if applicable) Stakeholder This multi-dimensional stratification of a program or activity facilitates an agencies ability to report the status of progress toward performance measures and their resulting annual program goals, as required by GPRA, in an effective and succinct manner.

The strategy/mission of the organization is not imbedded by magic or mirror illusions. It is rather transmitted throughout the organization by “cascading” the Balance Scorecard to every “managed” office, process and person. That is, every managed unit has self identified goals which track back to the mission/strategy of the organization and accordingly can easily be used as a tool to report the status of those goals. The proper application of the BSC acts as a “mirror” held up to the organization that reflects the strength and the weakness of the organization as required in GPRA. In addition, the Scorecards maps out an action plan that articulates how an organization will improve itself.

The reporting requirements under GPRA Sec. 1116 d. (in part) require that each report shall:

1.
review the success of achieving performance goals

2.
evaluate the performance plan

3.
explain where a performance goal has not been met

a. 
why not met

b.
plans for achieving the goal

c.
explain why a performance goal is impractical or infeasible and what action is recommended

4.
describe the use of any waiver

5.
include a summary of findings of program evaluations completed during the subject fiscal year or years covered by the report. (End Note 1)

As noted earlier the BSC is not just another “management de jour”. We must consider that 40% of the Fortune 100 companies believe that the BSC is inclusive rather than exclusive. TQM, BPR, ABC or other projects such as GPRA can be incorporated into a scorecard in the initiatives/ or action items section.

The primary differences between other methodologies and Balanced Scorecard are:

1)
the rigor of the methodology (not done in a 1-2 day off-site)

2)
the imbedded implementation strategy (not just a document that sits on a shelf)

3)
a Balanced Scorecard has long-term influence over an organization (not a temporary fix)

4)
the BSC is a “top-down” methodology

5)
the goal is to use the Balanced Scorecard as an ongoing way to manage, (not just a “feel good” session), and

6)
we don’t believe it is a “silver bullet”, (strategy is not for wimps).

The Balanced Scorecard (BSC) is a process, methodology, tool and framework that can help organizations connect strategy with performance so that the organization can focus its efforts on completing the strategy rather than focusing on “business as usual”. The BSC was developed as a result of research performed by Dr. Robert Kaplan and Dr. David Norton. The results of this research, and the parameters for the BSC methodology, are documented in a series of three articles, published in Harvard Business Review, and a book entitled, Translating Strategy Into Action, The Balanced Scorecard. The methodology, and the resulting performance management system, is currently considered a best practice in the private sector. (End Note 3)

The Balanced Scorecard methodology is a holistic approach that can assist organizations in the successful implementation of the tenants and intent detailed in the six purposes for GPRA in Sec.2.(b) of The Results Act of 1993. As detailed in the Act, the intent is to provide the organization with and effective management tool.

The BSC methodology can help Federal agencies prepare for and meet the GPRA program performance report requirement, although we do not advocate using the Balanced Scorecard for this reason alone. The remainder of this section addresses the rational behind this statement, and will focus primarily on the viewpoint of government agencies that seek to comply with the report requirements of the Results Act.

GPRA requires that organizations offer sustained results with focus on customers and employees. The Balanced Scorecard framework compels organizations to craft strategic objectives and measures in four or five perspectives: Customer, Internal Processes, Learning and Growth, Financial, and Stakeholder. The customer perspective is critical in the formation of Balanced Scorecards for government agencies, and in most cases will drive the way in which other perspectives. As agencies that are using the BSC know, much of the Balanced Scorecard process is driven through the definition of an agency’s customers, and through defining a series of customer-specific objectives. In addition, the Learning and Growth perspective assists in establishing the objectives and measures critical to employee satisfaction and welfare. Likewise the Internal Processes perspective and the Financial or Budget perspectives assist executives and managers in crafting objectives and measures that address the processes and funding requirements to support customers and employees.

The remainder of this discussion will be directed at the six purposes for GPRA Sec.2. (b) in the Results Act and will describe the way in which the BSC assists in preparing agencies to achieve and maintain high performance status. 3,5,6,7

Agency Accountability, GPRA, Sec. 2. (b) 1. “improve the confidence of the American people in the capability of the Federal Government, by systematically holding Federal agencies accountable for achieving program results;” (End Note 1)

The Balanced Scorecard, if applied properly, constructs a strong leadership focus. Kaplan and Norton repeatedly state that the BSC exercise must begin at the top of the organization to be effective. As is the case with any major project or change initiative, leadership participation and buy-in (to both the development and ongoing use of the Balanced Scorecard) is critical to its sustainability. This leadership direction and focus will be reflected in an agency’s Scorecards. Through the participation of the leaders, organizational issues are defined and addressed, including the value proposition, the value chain, ownership (accountability) performance expectations, and the customer and stakeholder expectations. In addition, if leadership does not participate or buy in to the process, the Scorecard will reflect this contradiction as well. In “high performance” agencies, (ones that receive awards and are held in high esteem by their piers) the leaders participate in the process and take responsibility for the success or failure of the performance set. Norton and Kaplan recommend that the BSC be integrated into the organization’s management system. If the BSC is crafted with the support of leaders, and used by the leaders who crafted it, the progress reports should also be used by the leaders as a way to manage and monitor the organizational pulse. The agency’s Scorecard will serve to communicate (both internally and externally) direction and values of the organization. (End Notes 3, 9)

Although the BSC methodology does not specifically suggest the way in which Organizational Responsibility and Citizenship should be addressed by agencies, it is common for federal agencies to add a fifth perspective, Stakeholder. This Stakeholder perspective prompts leaders to address external issues such as social responsibility and citizenship, affecting and influencing agency direction and decisions. The values and objectives of the agency with regard to responsibility and citizenship are also frequently addressed within the Customer perspective.

Performance Report to Public, GPRA, Sec. 2. (b) 2. “initiate program performance reform with a series of pilot projects in setting program goals, measuring program

performance against those goals, and reporting publicly on their progress;” (End Note 1)

Information and data analysis are addressed in a number of ways within a good Balanced Scorecard. After the strategic objectives are defined within the BSC framework, measures are crafted and assigned to each strategic objective. As these measures are assigned, each measure must be defined and detailed to determine what data must be gathered, how the data will be gathered, where the data resides, the frequency of the data, and the form or format required of the data. In many cases, the data is not available and processes must be put in place to construct or gather the data. This thought process must be fully documented in a BSC template so that owners of the data may understand the need and requirement for this data.

The targets detailed in the BSC framework establish both the timeframe and the performance expectations (expressed in terms of increases, decreases or variances) are established. These targets are used as the guideposts from which the gathered data will be compared. In addition, benchmarks from private industry and from other agencies are explored and (where appropriate) personalized and incorporated into the Scorecard. The outcome of this process is to construct a report format that will be used, in an ongoing capacity, to report the measurement results (both financial and non-financial) to the managers and executives of the organization.

Since the Balanced Scorecard involves a number of components, agencies are typically encouraged to automate the data gathering, monitoring and reporting of results. A number of sophisticated software products are available for this purpose and several organizations have developed less elaborate tracking systems. These systems are excellent vehicles to communicate organization results, track feedback and report on resulting actions, throughout the organization. This communication and feedback loop must be in place to make the Balanced Scorecard useful to an organization, whether or not these activities are automated. The methodology encourages agencies to communicate the status and any resulting changes in approach or direction. Such techniques as use of an agency’s intranet or performance fairs can be useful to introduce or update employees on status. (End Notes 3, 5, 8)

Customer Satisfaction, GPRA, Sec. 2. (b) 3. “improve Federal program effectiveness and public accountability by promoting new focus on results, service quality, and customer satisfaction;”  (End Note 1)

The Balanced Scorecard methodology requires a rigorous examination of an agency’s relationship with its customers, and an analysis of the customer expectations. This examination and analysis must take place before the agency BSC is constructed because the results will serve as drivers to the development of strategic objectives in all perspectives (Customer, Internal Process, Learning and Growth, Financial and Stakeholder). The thought process a team goes through to differentiate between its customer, stakeholders, and (possibly) end users is extremely important. Based on this differentiation, the organization is more able to segment the various types of customers it must serve. In addition, when the customer perspective is properly addressed, organizations must survey and research a representative subset of their customer base to test assumptions concerning customer expectations and satisfaction. Based on the results of survey or research data, a value proposition is articulated that represents the core values to be translated into the customer objectives and outcome measures. Customer objectives are then not only constructed as the desired outcomes of the organization, they will help define how the other objectives assist in making these outcomes possible and formulating linkages among the objectives and among the measures. (End Note 3)

Management Improved Service Delivery, GPRA, Sec. 2. (b) 4. “help Federal managers improve service delivery, by requiring that they plan for meeting program objectives and by providing them with information about program results and service quality;’’ (End Note 1)

One of the four perspectives recommended in the Balanced Scorecard framework focuses on Internal Business Processes. During the development of an organization’s BSC, the internal processes are examined to determine the strategic purpose and to identify which processes help achieve customer and stakeholder objectives. This linkage is critical in the development of the scorecard as well as in ongoing use and application of all objectives, measures, and initiatives. It is through the Internal Business Process portion of the Balanced Scorecard that innovative solutions are identified and that value may be added to the products and services provided to customers. In other words, this perspective goes beyond improving cost, quality, and speed. The BSC methodology establishes a way to tie internal processes to external constituents. The important element that should not be overlooked is that measures should not be applied simply to existing processes or even to “re-engineered” processes .A focus on existing processes will not necessarily lead to higher performance levels. However, if the objectives and measures are focused on targeted customer expectations, organizations can establish the way in which value is added to performing key business processes. This may lead to a completely new way of doing business. (End Note 3)

The Balanced Scorecard framework dedicates an entire perspective, the Learning and Growth perspective, to human resource factors. The elements of the Learning and Growth perspective include employee skills and competencies, tools and technology needed to support employee work, and the environment, culture or climate needed to encourage and complete the required work. Kaplan and Norton suggest that these three elements cannot be separated in today’s work environment, (e.g. if an agency hires qualified, skilled employees, employees will fail unless they are provided with adequate tools or the right climate.) Training requirements, the work environment, employee retention, and compensation/reward alternatives are addressed when crafting the Learning and Growth objectives, measures, targets, and initiatives.

During the process of constructing a Balanced Scorecard, agencies are encouraged to rethink and realign individual performance appraisal systems so that they are connected to BSC performance expectations. Included in this exercise are reward systems. If alignment of an organization’s individual performance system or reward system to the organization’s performance measures does not occur, mixed messages will be sent to the organization and individual employees. These mixed messages will conflict with the strategic direction and will serve to ensure the failure of improving organization quality. If, however, agencies address the human resource issue by establishing objectives that address the skills, tools and culture; and if the organization aligns all of its measurement and reward systems, it will change the behavior of the organization such that these critical issues are universally elevated to a level of critical importance within the context of a performance structure. (End Note 3)

Federal Programs Spending Effectively and Efficiently GPRA, Sec. 2. (b) 5. “improve congressional decision making by providing more objective information on achieving statutory objectives, and on the elative effectiveness and efficiency of Federal programs and spending;” (End Note 1)

Even though strategic planning is considered critical by most leadership teams, research shows that 9 out of 10 organizations do not implement their strategic plans. It is due to statistics like this one that Dr. Kaplan and Dr. Norton created the BSC methodology. A good Balanced Scorecard articulates an organization’s strategic direction, the reason for this strategic direction, and why this strategic direction will improve the organization’s performance. As detailed earlier, this articulation begins with the construction of objectives, each of which must be defined so that each subtly is clarified in the minds of the strategists and in the way it is communicated to all employees. These objectives document the approach the organization will take in terms of meeting and exceeding customer expectations and describe the environment, the potential risks, the people skills and capabilities, the tools required, the business processes that must be in place, and the relationship that the organization must have with its suppliers or partners.

The process of building a Balanced Scorecard offers organizations a structured, disciplined way to move from the strategic planning exercise to the practical assignment of work, projects and initiatives that will ensure the execution of the strategy. This is accomplished in two parts.

The Balanced Scorecard framework leads planning teams through the logic of moving from the abstractions of strategy, to the construction of strategic objectives, measures, targets, and to the mapping of initiatives or action items, whose progress must also be measured. Assignment of targets involves establishing the timeframe in which the strategic objectives will be completed and the anticipated level of performance the organization will meet each year the plan is in effect. The assignment of targets helps solidify the longer-term aspects of performance. It is this group of measures and associated targets that will clarify the strategic direction.

The framework is also used to decompose the executive-level strategy or Balanced Scorecard items to lower levels in the organization. As the action items and initiatives in support of the strategy are defined, each one must be detailed in terms of making a business case for how the project or initiative will support the strategic objective, the investment required completing each item, and the expected return on the investment. In addition, the project or initiative details are documented along with project milestones for measuring progress. (End Note 3)

In addition, during the construction of the Stakeholder goals and objectives the relationship between agencies and congress is addressed. Typically, the information flow (as well as the quality, timeliness, and accuracy of the requested information) is addressed through the stakeholder objectives and measures. Since Stakeholders closely monitor the way in which budgets are requested and are executed, these issues are addresses within the context of the Financial perspective.

Improve Internal Management Improve Government- GPRA, Sec. 2. (b) 6.
“improve internal management of the Federal Government.”  (End Note 1)

To properly implement a management system that adequately steers an organization toward high performance, it must place the bulk of emphasis on its desired outcomes. An improvement program, in and of itself, is not an outcome. An outcome is defined as an organization’s business results. In private sector companies, this is accomplished by linking programs to improving defined targets required for improving performance for customers that will lead to improvement in financial results. In government agencies, this same logic applies, although financial results means something different in this environment. It is through the definition of business results, and the subsequent establishment of measures, and the mapping of improvement programs or initiatives, that the organization is aligned and strengthened. It is through the application of the measures, targets and improvements that the organization will realize its business results. The Balanced Scorecard framework requires that desired outcomes are defined and strategic measures are assigned for four or five perspectives: Customers, Internal Business Processes, Learning and Growth, Financial, and Stakeholder. Organization-specific goals are encouraged for each of these perspectives. Although research shows that many private sector organizations focus too much on financial results, public sector organizations frequently ignore this perspective (e.g. the three-legged stool). This approach, however, is dangerous to agencies since the stakeholders frequently require organizations to justify their existence and to make a “business case” for continuous funding. A business case cannot be made without some discussion of funding.  (End Notes 3, 7)

Summary

For any management system to be effective, it must have long-term sustainability. It is this understanding, that a long term view must be taken in applying the organization strategy, that results in a commitment to ongoing quality improvement. Even after the initial effort is made to improve organizational performance, it is easy to loose focus on the need for sustaining this commitment. (End Note 6)

Not all organizations adopting a BSC are automatically prepared for the GPRA program performance report requirements. Some BSC users have chosen not to apply the framework appropriately in the recommended manner. The point to be made by this mapping of the Balanced Scorecard framework and methodology to GPRA is that the BSC and the GPRA are compatible. The purposes for GPRA are fairly explicit regarding the results organizations must provide to the President and Congress. It does not, however, prescribe how organizations are to develop and complete those results. The Balanced Scorecard is proven framework and methodology for achieving the results. Several organizations, such as the Navel Undersea Warfare Center, DOT, and DOE are using the Balanced Scorecard and have reported that it has greatly assisted them in improving, managing and reporting their performance. The real benefit realized by these agencies is in the achievement of their goals through the use of a scientific approach to managing and improving their organizations.

Beware the tinkering and the tailoring. Generic medicines are not always what they are cranked up to be and when it comes to your organizational health, a holistic approach as imbedded in the four or five perspectives of the BSC methodology (the real deal) may be the better prescription. This is truly a successful “best practice” that can be imported and applied to the government environment.
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