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BACKGROUND AND PURPOSE

This document attempts to facilitate responses by line managers to a variety of
pressures calling for measures of performance.

Governments face increasing pressure to do better in conducting their business
and demonstrating their accomplishments. Demand from the public is strong
for tangible results at affordable cost. Managers are being asked to develop
and use information on how well their operations are performing.

Continuing resource constraints and demands for good government will require
that managers "do the right things", and that they "do them right". Operations
will need to be relevant, successful and cost-effective. Resource reallocations
will be common and will need the support of peformance information.

The New Expenditure Management System (NEMS) requires, in departmental
Business Plans and Outlooks, public accountability about how departments
‘implement Program Review results, what their priorities and goals are, what -
they expect to achieve, and how well they are performing on an ongoing basis.
This means a shift in focus from activities and outputs to impacts and results.

The new Treasury Board Review Policy secks to ensure that timely and
relevant information on what is working and on the impact of policies and
programs is available to support decision-making and to account for
performance. The policy manual states. (page 4):

Departmental managers are accountable for monitoring the
performance of their programs and operations: monitoring on
an ongoing basis and reviewing key aspects of the performance
of programs and operations. This involves developing relevant
and useful performance indicators, performance expectations
and client-oriented service standards; and collecting, analysing
and using credible information in a timely and cost-effective
manner to improve the delivery of programs and operations, to
account for performance and to inform clients of the level,
quality and cost of services provided. ‘

This document has three main sections: basic performance measurement
concepts, some useful tips, and one practical approach to organizing and
presenting performance measurement eclements. It is not a detailed, technical
piece providing answers for all situations; nor does it address the issue of the
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ex ante assessment of an initiative’s impacts. Rather, it takes the need for
government involvemement as a given, and aims to help managers to develop
their own ex post measures. The "ingredients" provided by the paper must be
combined appropriately to suit the particularities of our mandate, each line of
business and each of our program, service and information offerings.

1. WHAT IS PERFORMANCE MEASUREMENT?
A. Overview

Simply stated, performance measurement is about measuring results. It is the
process of seeking "real-time" answers to the question: "Are we getting what
we expect at an acceptable cost?" We measure to learn what is happening, in
order to identify problems, make corrections, and demonstrate successes.

Developing performance information for the post-Program Review Industry
Canada will be a challenge. Measures will be required at the corporate level -
for instance, to monitor our implementation of Program Review decisions, and
the responses to major departmental priorities - as well as at the Sector and
operational levels. The variety and complexity of the department’s principal
lines of business will call for a broad range of approaches to indicators - what
works for regulation, inspection and licensing services will differ from what is
needed for information-based products, funded assistance programs, and policy
initiatives. The "one-size-fits-all" approach simply will not work.

The team involved in an initiative, i.e. the manager together with his or her
delivery staff, must be front and centre, in the development of performance
measures. Measurement requires the team’s understanding of the initiative,
and appreciation of the typical issues that will have to be monitored and dealt
with, as well as the decisions that will have to be taken in managing the
initiative. This is the basis for defining the kinds of information that will

support those decisions. They must be the team’s measures, not those of an
outside "expert" who may be retained to help.

Regardless of the nature of the initiative (program, policy, service or other
operation), the same steps are needed to develop performance measures, i.e.:

® agree upon the results we intend to achieve (a "vision");

® decide what to measure, to compare what happened to what was intended;
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Quantitative measures may be quantities and percentages, or more complex
calculations such as unit costs, efficiency or productivity ratios. Qualitative
" measures are descriptive, such as atiributes or attitudes and opinions. "Hard"
(quantitative) measures are usually preferable, to the extent that they are
possible; but "soft" (qualitative) measures can also yield useful, often richer,
insights to performance. Both types have their place.

Process-based indicators are easy to identify: activity/output measures (such as
the number and type of inspections completed, papers produced, permits
delivered, applications processed, workshops held, grants issued, etc.) and
financial indicators (dollars and % of budget spent, committed, free). In some
project-based operations, activity/output measures might be based on meeting
milestones, budget and specifications.

The key, though, is to express measures in results terms, wherever possible.
Results measures should include reach and impacts items like client satisfaction
levels; the extent to which service standards are met; the number/percentage of
clients reached, by sector, sub-sector, size, region, etc.; the change in a
client’s level of awareness or behaviour, the number of new
products/processes developed; the change in a firm’s sales, employment or
market share; etc. ’ ‘

The next step is to figure out what specific data are needed and where they
can be obtained. Both manager and staff, once again, should be directly

" involved in these decisions, so that data collection is built in as a regular part
of the ongoing delivery activities. Here again, the nature of the operation will
dictate the amount and type of data to collect. Some will come from internal
sources (the departmental financial and human resource systems), while others
will come from the clients themselves. Some might come from third-parties,
possibly Statistics Canada, similar organizations or other sources.

Decisions on data collection timing, methods and frequency come next. Data
can be collected at the start of a transaction with a client, as the transaction
unfolds, at its completion or, some time later (to allow for impacts to emerge).
The data from a baseline survey can provide a sound starting point for setting
up before-and-after comparisons that help to measure certain results over time.
Initial discussions with clients, or application forms, are simple methods to
use; many other relatively low-cost ones are available, ranging from short fax-
or mail-back forms, to telephone surveys. Some data can be collected in either
an ongoing way, as a part of each transaction, or concentrated into periodic
"blitzes". Experts can be hired to collect the data, or it can be made an
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Data alone are not very useful. They need to be organized, analysed and
interpreted so that conclusions can be drawn on how well things are
functioning, and, possibly, recommendations made. This can happen
periodically, but at a frequency and in a manner that meet the requirements
identified in advance. '

One helpful way of reporting' focuses on three items: Resources, Reach and
Results. The "three Rs" summarize process issues (activities/outputs) and
emphasize effectiveness issues (the right things to the right parties at the right
cost). All three "Rs" are intricately linked: a "picture” that lacks even one of
them is far from complete, and a change in any one affects the other two
directly. This means that each of them must be planned, measured and

- managed. Understanding the dynamics among these three elements can be
critical to making sound trade-off decisions. We generally monitor resources
fairly well. However, we have less experience with - and information on - the
two other areas, often because of our activities/outputs emphasis. Yet,
knowledge about each of these is fundamental to improving our initiatives, to
making sure that we reach the right clients with the right products/services and
in the best way, in order to achieve the right impacts; or, to ensuring, in a
more balanced way, relevant, cost-effective results.

Report contents will vary: performance trends over time; actual performance
compared to targets or plans (with variances); comparisons to previous
periods, or to similar operations or other benchmarks (if available); results by
organizational unit and/or sub-unit; monthly and year-to-date performance; etc.

A performance report is limited in what it can convey: it only points to areas
that require attention, rather than solutions to problem areas. Decisions (e.g.
on corrective actions) can then be taken in response to the performance report,
and, probably, other inputs. In many instances, a performance report can also
provide the substance for success stories that can positively influence resource
allocation decisions and publicly demonstrate the achievement of good results.

! See Steve Montague: The Three Rs of Performance-Based Management, Focus, Volume 3, Issues 6, Dec/94 - Jan/95.
The three Rs are proposed as a basis for reporting performance, but also provide a useful "model" for planning.
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E. CONCLUSION

The previous sections have outlined a sound process for developing results-
based measures of performance, which can be characterized as first deciding
what we want to accomplish, figuring out how to measure progress
meaningfully, and reporting on performance. The approach is flexible, having
been used in many situations: information-based services, funded assistance
programs, and organizations. It can also apply to regulatory and policy
initiatives, to individual projects or to a planning process. The overview on the
next page outlines the principal tasks involved.
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2. A FEW TIPS ON MEASURING RESULTS

Recent performance measurement experience yields some useful insights to
keep in mind in developing or using results indicators:

§ We Measure Performance to Learn and Improve

Performance measurement is a learning tool and helps us to understand what is
working and what isn’t. It is essential to the process of continuous
improvement in our operations, It points to what is "on track" and what is not,
so that appropriate actions can be taken and success stories recognized.

§  Developing Measures Should Be a Participative Exercise.

Developing performance measures can be a valuable team-building exercise if
it involves both manager and staff together in a group approach. The
discussions and reflection involved in defining and understanding an initiative
can yield added side benefits like a coherent, unified vision of the initiative, a
common understanding of the intended results, and consistent operational
delivery. '

§  We Need to Measure Both Efficiency and Effectiveness

There is no point in doing things right if they are not the right things.
Measures of process (activities and outputs) may be useful (particularly for
repetitive, high-volume opetations) to help us achieve greater efficiency; but
they are of little value without effectiveness measures that focus on clients and
impacts. In particular, we should look for the changes in client behaviour that
usually precede economic impacts. Measuring this behavioural link in the
impacts "chain" can strengthen our confidence that our activities will
eventually lead to more tangible impacts, some of which may be more difficult
to measure.

§ Too Many Measures Are No Better Than Too Few

We cannot measure everything. Some earlier approaches attempted to do this -

unsuccessfully. It is best (and more practical) to focus first only on a limited
number of key results indicators. However, there is probably a minimum
number of measures below which little useful performance information can be
generated. This will vary with the nature of the operations being measured.

Industry Canada . 13
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§  Start "Small" and Adjust/Improve

It may be wise to start with a limited number of measures, then to refine them
and add new ones in order to build a measurement system progressively. An
obvious logical order would involve measuring immediate impacts much
sooner than other "downstream" or medium-term impacts. Long-term impacts
may be better left to periodic, in-depth evaluation studies. The first
measurement attempts will not be perfect - there will always be room for
improvement. This must be a continuous process.

§  Initial Operational Targets: Challenging, Maybe, But Not Impossi'ble

Operational goals or targets are easily set on the basis of past experience.
Ideally, we should have baseline data as a starting point. However, with
limited experience, we are at the mercy of our "best judgement” for our initial
targets. This is not an argument for not setting targets. Our initial attempts -
as imperfect as they may be - still provide a benchmark against which to
compare actual performance. Obviously, they will have to be refined as
experience is gained - they are not cast in stone.

§  Measuring Performance Costs Time and Money; Not Measuring May
Cost More .

Measuring performance is not without costs, in'both time and money.
Common sense dictates that we not spend more on measuring performance
than the program is worth. However, not having measures may mean that we
cannot show, with any credibility, what is being achieved, nor "fix" what is
not working well.

§  Two "Acid-tests"

Two simple approaches can be used to check the quality of a performance
measurement system: the first tests the intrinsic coherence or "logic" of the
vision of an initiative by assessing the degree of congruence between its
objectives and its impacts statements. The second is a simple observation of
the use that is made of the performance information; a high degree of use may
be a signal that the measures are right and that the performance information
being generated is appropriate to the decisions at hand.

14 . Industry Canada
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3. ORGANIZING AND PRESENTING THE
PERFORMANCE MEASUREMENT ELEMENTS

This final section turns to one practical way of organizing and presenting the
performance measurement "content" or "substance" resulting from the
approach described earlier. The intent here is to illustrate, rather than to
prescribe.

This presentation scheme, referred to as PBMA (for "Performance-Based
Management Approach"), emphasizes measuring performance in terms of .
results (outcomes, or impacts on clients) rather than process (activities and
outputs). It is based on recent, practical applications in a variety of situations,
including Industry Canada initiatives and those of several other government
and private-sector organizations.

The "Performance Framework" portion of the PBMA presentation first
describes what is expected of an initiative. This can include the following: the
basic "vision" elements, time-specific, operational performance goals or
targets, as well as the most relevant and useful measures or indicators. These
can be presented in a multi-column table as illustrated on the following page.
When dealing with goals and measures, some practitioners combine activities
and outputs into one column - implicitly stressing the point that greater
emphasis should be placed on clients and impacts.

A similar multi-column structure can be used to outline the remaining
performance measurement elements including required data, their sources,
collection frequency, method(s) and responsibilities, as well as the
~performance reporting details (contents, frequency, user, etc.).

Appendix A provides one PBMA example, while Appendix B is an example of
- the use of the three Rs as a basis for reporting performance.
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IF YOU REQUIRE...
...TRAINING IN PERFORMANCE MEASUREMENT:

The Training and Development Division in Industry Canada’s Human
Resources Branch offers a performance measurement workshop on an as-
requested basis. This workshop is designed as a practical application of the
concepts and the approach outlined in this document, and can be tailored
to meet the specific needs of individual groups. It is an ideal way for

~ managers to undertake, with their team, the initial steps in designing
measures - or a refining of what they have already developed.

Contact: Louise Lappa (613) 954-4052

...CLARIFICATIONS, ADVICE, FURTHER HELP:

Comments, and suggestions to help' improve this document are
welcome. The last page is a form that can be used for this purpose -
just complete it and send it to one of the persons below.

Advice on performance measurement and guidance on obtaining
professional outside help in the field is also available. Please contact
one of the following: - '

Owen Taylor

Director General, Audit and Evaluation Branch
Tel.: (613) 954-5084

Fax: (613) 954-5070

e-mail: taylor.owen@ic.gc.ca

Robert McDonald

Senior Evaluation Manager
 Tel.: (613) 954-4105

FAX (613) 954-5070

e-mail: mcdonald.robert@ic.gc.ca

Tndustry Canada 19
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Degree of clarity of the cuhtents: (circle a number)
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APPENDIX A

The Software Products Sector Campaign

" (Diagnostic Review Service - DRS)

APPENDIX A

- The following example is taken from an appendix to the May 1994
Evaluation Framework for this Industry Canada sector campaign. To
identify ongoing performance indicators, a group approach was used, with
a facilitator from the departmental program evaluation directorate. The
responsible director and his staff participated fully in the sessions. Some of
the expressions used differ from those in the preceding text, such as
"Program Framework" and "Performance and Information Framework".
What really matters is that the key performance measurement elements are
included. Also, page two of the example highlights the "Influencing
Factors" that could affect the performance of the inifiative.
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APPENDIX B

The Technology Outreach Program (TOP):

Reporting Performance

TOP funds approximately 20 technology centres that offer a range of

- services to the private sector. The responsible Industry Canada program

manager and the heads of the TOP centres joined forces to establish a
way of monitoring and reporting performance. The resulting
Performance-Based Management System (PBMS) now serves the
manager of each centre as well as Industry Canada management. What
Jollows are exerpts from a performance report covering six months, and
summing up a number of TOP Centre reports for Industry Canada
management. This, therefore, is only a partial picture; however, it gives
a sense of how the TOP results are monitored. The detailed client results
report (last page) is presented for only two services.

APPENDIX B
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TECHNOLOGY OUTREACH PROGRAM (TOP)

The 20 TOP Centres funded by Industry Canada offer a range of services from low
intensity, wide-reaching services to build awareness and general knowledge, to high intensity,
specifically-focused research and problem-solving to produce specific economic benefits.

The Performance Based Management System (PBMS) has now been implemented by
all of the Centres. This report is based on the information from the reports of the Centres
for the first six months of this year. The PBMS provides a balanced scorecard for the
analysis of program results. The implementation of the PBMS has been difficult for some
Centres because of the systems that had to be set up, particularly for client tracking. Further
refinements and improvements to the PBMS and systems developed by the Centres, are still
needed. The PBMS is still very new and, even though valuable information has been
produced, specific objectives have been set for the coming year to further improve. The
expectation is more accurate and pertinent 1nforrnat10n, that will be useful to both the .
department and the Centres.

" The PBMS relies on three basic areas of measure - cost, reach and impact. The
. challenge faced by TOP (and by each of the Centres) is to find the optimum balance among
». each of these when setting goals, delineating plans and making decisions. The PBMS
provides specific information to the Centres and to TOP which can be used to set detailed
objectives and strategies that are understandable and acceptable to all parties.

Early on, TOP, in conjunction with the Centres, established that the most useful and
. realistic method of measurement and analysis (or benchmarking) was on the basis of the
individual service offerings of the Centres. The services were grouped into four main
categories: information services, education services, technical support services, and research,
development and testing services, with a fifth for activities promoting general awareness.

The PBMS provides guidance at three levels:

Strategic: to better position TOP vis-a-vis other federal government programs,
and to help in setting technology diffusion policy.

Tactical: to better understand what service lines work best, ensure meaningful
dialogue based on performance, and provide information for on-gomg
service adjustments.

Operational: to allow the development of a performance contract mentality to
_ establish strategic and pragmatic performance goals for each Centre,-
based on a balance between cost, reach and impact.
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Summary Analysis of Client Results

Usefulness

Client feedback showed that TOP services were highly useful to most clients. The high-intensity and
higher-cost services such as research, development and testing technical support showed the highest
usefulness ratings - consistent with the increased opportumty for a centre to add value during a more
extensive client interaction.

Comparative Performance

Less than half of TOP clients stated that they had used a comparable service. The service with the most
noted comparisons by clients was research, development and testing (48 %) followed by [some text deleted for
brevity]. TOP’s wider reaching services [...] capture a [...] proportion [...] who do not avail themselves of
similar support from other sources.

[...] TOP services rariged from a high of 40% of clients rating TOP centres as better than others in [...]toa
low of 20% of [...] clients ranking TOP as better than alternatives. At the other end of the spectrum, the
percentage of clients ranking TOP services as poorer than alternatives ranged from 13% for [...].

These findings show that TOP services face more extensive competition in [...] than in other service
categories.

Client Satisfaction

The proportion of TOP clients who were very satisfied was close to half in all service categories with the
exception of [...] where over 60% were satisfied. On the other hand, the proportion of clients who stated
that they were not very or not at all satisfied was less than 10% in all service categories. While these
results are encouraging, it should be noted that our content analysis-showed that up to half of the

- respondents stating that they were ‘somewhat satisfied’ with services were actually somewhat dissatisfied.
This would imply that over a quarter of current TOP clients are not being fully satisfied by service delivery
- thus there is an opportunity to improve.on current client service in all areas.

Benefits

Over 80% of TOP clients noted actual benefits from the assistance received. The proportion claiming
benefits ranged from 78 % among educational services clients to 86% and 87% in research, development
testing and technical specialist support. Quantified benefits estimates become more and more difficult as
one moves into the analysis of wide diffusion activities like educational and information services. Firm-
level economic benefits are most easily identified and attributed for longer term, more highly intensive
‘projects’ as opposed to shorter term, low intensity interactions such as enquiry responses or general
training sessions. For technical specialist support, for example, analysis indicated an average of $50,000
per project in incremental return on sales and cost savings benefits (see June 9, 1994 PBMS Final Report -
P.28).

More work will be required to refine benefits estimations - espec1ally for the more extensively diffusion-
oriented activities.

Industry Canada



Client Results: Information Services

* Frequency of Client Responses to selected Questions

1.

Perceived Usefulness of Services (n = 1,212)

Very Useful 41%
Somewhat Useful - 45%
Not Very Useful 8%
Not At All Useful . 3%
Don’t Know/Not Sure 3%

- 100%

Used Comparable Services (n = 1,212)

Yes . 39%
~No 61%
‘ 100%

Comparison: Service Used / Other Services (n = 466)

Much Better 9%
Better ‘ : 19%
About the Same 47%
Poorer 13%
Much Poorer 4%
Don’t Know/Not Sure _8%
100%

Satisfaction with Last Interaction (n = 1,212)

Very Satisfied ' 51%
Somewhat Satisfied 41%
Not Very Satisfied 4%
Not At All Satisfied 2%
Don’t Know/Not Sure 2%
100%

Incidence of Benefits (n = 1,212)
Specific Benefits Noted 81%
No Specific Benefits Noted 19%
. 100%

Client Results: Education

Frequency of Client Responses to Selected Questions

1. Perceived Usefulness of Services (n = 787)
Very Useful 44%
Somewhat Useful 49%
Not Very Useful 6%
Not at All Useful 1%

100%

2. . Used Comparable Services (n = 788)

Yes 39%
No 61%
~100%

3. Comparison of Services Used to Other Services
(n = 284)

Much Better | 8%
Better 24 %
About the Same 52%
Poorer 15%
Much Poorer 1%
100%

4. Satisfaction with Last Interaction (n = 783)
Very Satisfied 47%
Somewhat Satisfied 48%
Not Very Satisfied 4%
Not At All Satisfied 1%

-100%

5. Incidence of Benefits (n = 788)

Specific Benefits Noted 78%
No Specific Benefits Noted 2%
’ 100%

(Similar reports avatlable for other services)
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