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Introduction 
 
In a 2008 study conducted by the University of Minnesota’s Humphrey Institute of Public 

Affairs and Minnesota Public Radio, distrust of government is a growing issue in the North Star 

State.  “Large and growing majorities of Minnesotans distrust the government.  Seventy-six 

percent only trust the government to do the right thing some of the time or never” (Jacobs and 

Burns, 2008, p. 24).  This distrust of the government is nothing new; however, as of late, 

economic pressures, rising budget shortfalls, and increased government spending has resulted in 

public outcries for greater transparency and results with fewer resources. 

Kettl defines public sector management, or public administration, as “organizing people 

to do complex jobs in pursuit of a broader, government-defined interest…applying the public 

interest to the management of work” (2002, p. 26).  For the purposes of this paper, it is 

interesting to note that this definition of public administration only implies the notion of 

efficiency and accountability in as far as it mentions applying the public interest to management 

of work.  However, this is not true of all definitions of public sector management and 

administration.   

In the late 1880s, then Professor Woodrow Wilson wrote, “It is the object of 

administrative study to discover, first, what government can properly and successfully do, and, 

secondly, how it can do these proper things with the utmost efficiency and the least possible cost 

either of money or of energy” (Adams and Smith, 2008, p. 24).  It is in this spirit of efficiency 

and accountability that this paper is written. 

Public agencies are under ever-present demand to accomplish greater results with fewer 

resources, and complaints about waste, fraud, and abuse in government programs are not a new 
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phenomenon (Kettl, 2002; Poister et al., 2009).  As demonstrated by Wilson’s emphasis on the 

understanding of the functions and processes of administrative systems, there has long been 

concern for and debate over both appropriate levels of government administrative power and 

efficient use of public resources.  American public administration’s inherently paradox, citizens’ 

simultaneous antipathy of and insistence upon government services, creates tension that makes 

executing public policy and managing and administering government programs difficult.   

Public management, just like management in the private sector, has been the object of 

scrutiny, reform, and redesign.  As we continue to change and grow, management techniques 

require fresh perspectives and updating.  Throughout the past twenty-five years there has been 

considerable study in public sector on managing for results and how governments can increase 

productivity in times of shrinking resources due to either economic or political conditions.  “The 

common popular complaints about government—that it does not focus on results, and it wastes 

money—are indicative of public demands for quality services at affordable prices—in short, 

better performance” (Moynihan and Pandey, 2004, p. 425). 

The National Performance Management Advisory Commission, a collaborative effort of 

eleven leading public sector management organizations defines performance management as: 

…an ongoing, systematic approach to improving results through evidence-based 
decision-making, continuous organizational learning, and a focus on 
accountability for performance.  Performance management is integrated into all 
aspects of an organization’s management and policy-making processes and 
transforms an organization’s practices so that they are focused on achieving 
improved results for the public (2009, p. 11). 
 
This effective, transparent, accountable, and responsible kind of management can lessen 

the tension inherent in the American tradition of public administration and create opportunities 

for improved outcomes.  Effective performance management can play a vital role in keeping 

public programs efficient and accountable to their various stakeholders.  Since the late 1980s, 
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there has been a growing literature on the concept of “New Public Management” and centralized 

efforts to increase productivity in government (Holzer and Callahan, 1993; Hood, 1995; Poister 

et al., 1985).  “New Public Management,” as well as “New Public Financial Management” 

(Guthrie et al., 1999) requires a shift from traditional notions of public administration as the 

maintenance of the status quo to information driven, results-oriented decision-making model of 

public administration and management (Christensen and Yoshimi, 2003).  This philosophy of 

management has changed the way many view public administration and in some ways acts as an 

agent of change from within organizations to refocus from simply maintaining the status quo to 

demonstrating and managing for efficacy.  This type of management is somewhat intuitive; it is 

strategic management that uses information-based decision-making to improve the relationship 

between the resources consumed and the quantity or quality of the services provided in a 

transparent fashion.   

This school of thought has been put to work across the various levels of American 

government, an example of which is the Governmental Accounting Standards Board’s insistence 

throughout its twenty-five year existence that “accountability has always meant more than 

merely reporting the resource inflows and outflows of the government…it requires the inclusion 

of information regarding government efficiency and effectiveness—the efforts made and 

accomplishments achieved with the resources entrusted to the government” (Harris, McKenzie, 

and Renfro, 2009, p. 41).  In the early 1980s, many state and local governments faced economic 

and political scrutiny and experienced budget shortfalls, similar in some ways to the scrutiny and 

shortfalls governments today, almost thirty years later are experiencing.  As a result, the 1980s 

saw rising interest in government performance improvement initiatives across states as a result of 

shrinking public resources and popularity of public sector reform (Poister et al., 1985).  Radin 



	   6	  

describes the popularity of performance management as a movement in the United States, 

“Citizens as taxpayers want their tax contributions to be used effectively; elected officials who 

face diminishing budgets want some assurance that their budget allocations produce effective 

programs, and managers as well as professionals want to be able to show that their efforts yield 

desired results” (2009, p. 506).   

This focus on results-oriented strategic management has changed public organizations 

and put in place a system that requires a new public administrator that values results, and can 

identify the measures necessary to understand achievement of desired outputs and outcomes.  

This in turn demonstrates the need for systems that provide the information necessary to make 

the best use of public resources in creating public value.   

In 1981, Pokorny advanced six shaping realities in local government (1981).  Even 

though these shaping realities were formulated in the political, social, economic, and managerial 

context of the late 1970s and early 1980s, they are in many ways applicable to the situation 

facing many state and local government managers.  Pokorny’s realities are geared towards local 

governments; however, in many regards they are applicable to state governments as well: 

1. Increasing demands from diverse and ever-narrower special-interest 
constituencies operating in the local political environment and leading to 
increasing cynicism and a trend toward one-term incumbencies for elected 
officials. 

2. In contrast, rising professionalism and specialized education and skills of 
staff members at all levels, especially managerial teams at the local 
governmental level. 

3. Ever more severe limits on financial resources of local government as a 
result of taxation and spending limits and the rapid erosion of purchasing 
power by continued inflation.   

4. Continued, relentless intrusion of state and federal regulations into areas 
previously the prerogative of local government. 

5. The growing technical and legal complexity of the issues and problems 
thrust upon local decision-makers. 

6. The integrating concept of discontinuity of change, which posits that the 
interaction of all the forces categorized above leads to problems and 
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challenges never before seen.  Such problems, then, if they are to be 
effectively solved, demand new solutions (1981, p. 49). 

 
These realities continue to affect the way that public managers do their work and 

communicate the value of the services they administer and provide.  These realities speak to the 

need for performance management and strategic planning.  So, after much mention and praise of 

performance management and managing for results, what does performance management really 

mean?  To answer this question, this paper first surveys performance management systems as 

found in the literature, examining their basic components, trends in performance management, 

critiques of performance management, and performance management implementation strategies.  

After this review of performance management systems in the literature, the author examines the 

performance management reforms implemented by Virginia, Washington State, and Oregon, 

national leaders in performance management, before moving on to a research based critique of 

and recommendations to strengthen a performance management initiative currently taking shape 

in Minnesota.  

Performance Management Systems in the Literature 
 
In reviewing literature concerning performance management systems, it is apparent that 

despite the differences in vocabulary or even level of system implementation, the basic 

assumptions and components of performance management are similar.  “A common assumption 

across this [public sector performance management] literature is that management matters to 

performance and effectiveness, and that performance is the ultimate goal of public management 

systems and actions” (Moynihan and Pandey, 2004, p. 422). 

Poister, et al. (1985) outlined three advantages of a centralized management system.  A 

centralized, well-focused performance management system can: 
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• Imple
ment the kind of statewide, across-the-board productivity initiatives which 
are less appropriate or feasible for the operations of agencies themselves 

• Stimu
late and assist the agencies in conducting their own productivity 
improvement activities 

• Clearl
y signal the interests and priorities of the governor and/or the executive 
agencies (p. 309) 

 
These three benefits are expanded upon below.  There is a large and growing amount of literature 

dedicated to public sector performance management, dates from the late 1970s to present, and is 

growing in depth and sophistication with time. 

Components of a Performance Management System 
 
Scholars of performance management have identified essential components of a performance 

management model.  “Management control researchers have long proposed that by aligning 

strategy, structure, and systems, organizational performance should improve” (Epstein and 

Manzoni, 2002, p. 3).  The following components represent a way of looking at an organization 

and integrating performance in every facet of its operations: 

• Strategic Planning 
• Performance Budgeting 
• Learning and Human Capital/Professional Development 
• Continuous Program Improvement 
• Customer Impact Seeking (Internal and External Customers) 
• Program Evaluation (Kiedrowski, 2009, p. 1) 
  
As illustrated in Figure 1, at the center of this model are performance measures.  Core to the 

idea of performance management is performance measurement, because without the 

establishment of both baseline performance data as well as well thought-out and meaningful 

program metrics, performance cannot be assessed (Harbour, 1997).  Performance measurement is 

the core component, or the axle of this wheel, that drives the functioning of performance 

management systems.   
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Cardy (2004) represents a model of performance management slightly different than does 

Kiedrowski (2009); however, the fundamental notion remains the same.  Cardy’s model, as 

illustrated in Figure 2 is presented in a more linear fashion, implicitly taking performance 

measurement into account.  Cardy’s model is geared at both the individual and the organizational 

levels, using the notion that organizations are composed of people and therefore react in 

predictable ways.  It is not specifically geared towards the public sector.  Moving forward, we 

will briefly examine the components of Kiedrowski’s performance management model for 

Minnesota, breaking down and expanding on their meaning and implications (2009).  It must be  
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Figure 1.  A Sample Performance Management System for Minnesota (Kiedrowski, 2009) 
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Figure 2.  Cardy’s model of performance management (2004) 

 
 

noted that each of these components is complex and is presented here in a basic version. 

Performance Measurement 
  

As mentioned earlier, performance measurement is the heart of any functioning 

performance management system.  As Radin wrote, “It is difficult to travel far into the public 

policy community without confronting activities that profess to involve something called 

performance measurement” (2009, p. 505).  Harbour (1997) also writes at length on the 

importance of competent performance measures on the usefulness of performance management.  

“Performance data is essential to developing strategic plans, measuring progress toward goals, 

assessing policy alternatives, and making sound management decisions” (O’Neill, 2008, p. 91).   
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Holzer and Callahan (1993) assert that: 

Measurement helps answer such questions as, is an organization, team, or 
individual doing the job?  Is a program creating unintended side effects or 
unanticipated impacts?  Is it responsive to the public?  Is it fair to all, or does it 
favor certain groups, inadvertently or deliberately?  Does it keep within its 
proper bounds of authorized activity?  Is it cost-effective?  In short, is it 
productive? (p. 334) 
 

In choosing performance measures, competency is of the utmost importance.  In the 

performance management system, decisions are made using performance data that theoretically 

indicate program performance.  Therefore, without the correct measures, decision-making will 

happen with information not necessarily the most germane to the decision at hand.  “Two 

fundamental questions a performance measurement system needs to address are ‘How well is the 

service provided?’ and ‘What is the result of the service?’” (Roth, 2008, p. 53).  However, that 

these two questions are only appropriate after an organization asks “‘Where do we want to be?’ 

and ‘How do we get there?’” (Roth, 2008, p. 53).    

The Bernalillo County (Albuquerque), New Mexico utilities district categorizes its 

performance measures in an interesting way.  “Performance measures are categorized by quality, 

effectiveness, and efficiency—quantify what is being done (inputs), how well it is being done 

(outputs), and why it is being done (outcomes) (Roth, 2008, p. 54).  The three categories of 

performance measures are defined as follows: 

• Inputs are the specific data needed to construct and calculate each performance 
measure.  These resources many include dollars, hours, people, or material 
resources used to produce an output.  

• Outputs are the product of calculating the inputs, and they describe the level of 
effectiveness of each performance measure.  The outputs are the metrics that are 
benchmarked with similar organizations. 

• Outcomes are the desired result the organization would like to achieve from each 
performance measure in connection with its strategic plan, goals, and objectives 
(2008, p. 55). 
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FSG Social Impact Advisors, a private consulting group that specializes in performance 

measurement presents a model of inputs, outputs, and outcomes that culminates in social impact, 

or the ultimate goal of many public programs.  This model (see Figure 4) demonstrates the 

logical flow of how we can frame performance and accordingly determine performance measures 

that indicate the true impact of public actions.  As illustrated by the experience of performance 

management reforms in New York City in the 1970s and 1980s, public managers often get 

bogged down in thinking about performance measures in terms of inputs or outputs rather than in 

outcomes (Smith, 2009).  For years, in an effort to evaluate performance, managers kept records 

on inputs, which in the end proved useless in terms of applicability in informed decision-making 

processes--reports the size of Manhattan phone directories were assembled which paralyzed 

decision-makers with data on inputs rather than outcomes (Smith, 2009).  This experience is not 

to encourage record keeping of input use, but to encourage outcomes-focused performance 

measurement that decision-makers can easily use to understand performance.   
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Figure 4.  FSG Social Impact Advisor’s Model of Social Impact Evaluation (Kramer et al. 
2009, 8). 

 

Strategic Planning 
	  

Strategic planning is fundamental to Kiedrowski’s model of performance management.  

Strategic planning, as defined in Bryson (2004) is “A disciplined effort to produce fundamental 

decisions and actions that share and guide what an organization is, what it does, and why it does 

it” (p. 6).  This identification of strategic plans and goals is important because “Goal ambiguity is 

an oft-cited characteristic of public organizations that undermines organizational performance” 

(Moynihan and Panday, 2004, p. 425).  In order to achieve high levels of performance, a public 

organization must first collectively understand what its goals, aim, and direction are.  It must 

engage in what Deming (1989) would call systems thinking, or in other words, holistic thinking 

that values internal and external organizational stakeholders. 

 Strategic planning is among one of the most widely adopted state government reforms 

because strategic planning allows for easy goal communication, the development of a mission-

oriented culture, and the reduction of rival management priorities (Moynihan and Pandey, 2004).  

Bland and Clarke present an interesting model of how the State of Texas has implemented 

strategic planning across its 250 state agencies (2006).  The model (see Figure 3) presents how 

the State of Texas moves its vision and mission down to an actionable level.   

Performance Budgeting  
  

Performance budgeting is simply using performance information in the budgeting 

process.  For many years, it was standard practice across sectors to simply fund programs, 

agencies, or functional areas based on pervious years’ allotments or expenditures.  This type of 
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thinking under old management techniques led to ineffective and wasteful uses of budgets (i.e. 

irrational or wasteful spending at the end of a fiscal year in order to spend-down budgets, etc.).   

 

State of Texas Strategic Planning Tiers 
 

1. Statewide Vision, Mission, and Philosophy 
• Vision—the preferred future 
• Mission—a statement of a basic governmental purpose 
• Philosophy—a core value underlying the program or service 

2. Statewide Goals and Benchmarks 
• Statewide goals—general ends towards which the state directs its efforts 
• Statewide benchmarks—specific performance indicators and targets used to 

assess progress 
3. Agency Mission 

• The reason for an agency’s existence 
4. Agency Philosophy 

• The expression of core values and principles for the conduct of the mission 
5. External/Internal Assessment 

• An evaluation of key factors that influence the success of an agency  
6. Agency Goals 

• General ends toward which an agency directs its effort 
7. Objectives and Outcome Measures 

• Clear targets for specific action and the quantified results or impacts of that action 
8. Strategies and Output, Efficiency, and Explanatory Measures 

• Methods to achieve goals and objectives and the quantified end products 
proficiencies, and descriptive indicators of the agency’s effort 

9. Action Plans 
• Detailed methods that implement the strategies 

 
Figure 3.  State of Texas Strategic Planning Tiers (Bland and Clarke, 2006)   

 

Therefore, performance budgeting was created as a way to bring performance into the budgeting 

process and make better, less wasteful budgeting decisions.  In addition to being a helpful 

decision-making tool, performance budgeting also has a very pragmatic aspect to it—it links the 

budget to performance and therefore forces managers and administrators to take performance and 

planning initiatives and processes seriously.  Performance budgeting has been cited as a best 

practice by the Government Finance Officers Association (1998), a professional association of 
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government budget and finance professionals from across the United States and Canada, who 

present budgeting as an opportunity to: 

1. Establish broad goals to guide government decision-making 
2. Develop approaches to achieve goals 
3. Develop a budget, married to benchmarks, that will fund goal achievement  
4. Evaluate performance and make adjustments (p. 4-5) 

 
Bland and Clarke (2006) note that this use of budgeting may not necessarily result in vastly 

different levels of funds allocated and appropriated, but it can change the dialogue surrounding 

budget negotiations and indeed act as a paradigm shift in the budget process. 

Employee Objectives and Learning 
  

Employee objectives and learning is the third component of the Kiedrowski (2009) 

performance management model.  In order for strategic planning and performance budgeting to 

be implemented, it is essential that employee objectives and learning be set consistent with goals 

and objectives articulated during the strategic planning process (Kiedrowski, 2009).  The 

guidance provided by the goals and objectives articulated during the strategic planning process 

should drive the pursuit of organizational performance, including how human capital decisions 

are made. 

Just as professional development and human capital investments took hold in the private 

sector, they are finding a place in the public sector.  In a performance management system, it is 

essential that organizations develop their human capital in ways that will improve their efficacy 

and engagement.  It is too simple to merely send employees to the traditional training and believe 

that results will be achieved on their own; results will only be achieved if the organization makes 

a fundamental commitment to not employee development, but organizational development 

(Paddock, 1997; Perry, 2009; Poister and Streib, 1999).  There must be a “total system 

orientation” set in place by executive and legislative leaders that can effectively approach 



	   16	  

employee and organizational learning and growth from both policy and process perspectives 

(Pokorny, 1981, p. 47). 

 In 1981, Pokorny, the city manager of Corvallis, Oregon, wrote how in response to 

intense political and financial pressures state and local governments often come to the conclusion 

that they can no longer afford proper organizational development and training (1981).  Pokorny 

argues that from an applied, practicing standpoint periods of political and financial pressure and 

“demands for change toward increased effectiveness in service delivery” are the exact times that 

public organizations need to be investing in developing themselves and their employees (1981, p. 

47).   

 Continuous learning must take place at each human resource function.  As part of each 

pivotal human resource touch point (the initial hiring process, new employee orientation, staff 

meetings, personnel evaluations, etc.), the culture of continuous learning and overall 

organizational value of performance and sustainability of performance must be communicated.  

It is pivotal that as part of this learning process, employees are made aware of their part of the 

overall achievement of the organization’s mission and vision.  Deep continuous learning and 

growth within an organization can help create “an organization that is flexible, creative, efficient, 

and effective in reaching ever more complex service goals, regardless of the difficulties posed by 

the external environment” and can “increase the likelihood that policy decisions will respond 

accurately to high priority problems, even in times of service reduction” (Pokorny, 1981, p. 51). 

The Illinois Department of Employment has instituted a system of employee learning and 

growth that allows the individual employees to determine their training needs and goals (Holzen 

and Callahan, 1993).  This employee-driven approach that allows “Individual employees or 

groups of employees [to] identify technical training needs rather than have training thrust upon 
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them…creates buy-in and widespread employee participation, which is a significant deviation 

from the traditional approach” (Holzen and Callahan, 1993, p. 337).  Research has shown that 

this kind of employee empowerment and decentralized decision-making authority will create 

increased feelings of employee ownership, pride, and better program performance (Moynihan 

and Pandey, 2004). 

Also part of learning and human capital/professional development is financial incentives 

for improvement.  Although the literature concerning pay for performance is divided as to its 

success in the public sector, states have implemented merit pay initiatives (Kellough and Nigro, 

2002).  Kellough and Nigro assert that in order for pay for performance measures to be 

successful, they must be constructed in a way that encourages bureaucratic buy-in rather than 

push back, as well as understand how classified and unclassified position status affects employee 

morale, union representation, and pecuniary and non-pecuniary compensation (2002). 

Continuous Program Improvement 
  

Continuous improvement is truly one of the most meaningful components of the 

performance management cycle.  It is through the process of continuous program improvement 

that change is implemented and improvements are made.  However, this can also be one of the 

most difficult parts of performance management, due to the fact that change is very difficult to 

effect and bureaucratic processes often act to slow the rate of change even further. 

Customer Impact Seeking 
  

Fundamental to the success of any organization is the understanding of its customers and 

their needs and levels of satisfaction with the goods or services provided.  Some may be tempted 

to include this as a portion of program evaluation; however, due to its importance, it should be 

kept separate.  It emphasizes the customer’s role in the performance process.  High performance 
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is a laudable goal; however, if the state neglects the interest of the customer or client during the 

performance process, the entire pursuit will prove futile.   

It is no surprise that private organizations have been seeking to understand customer 

satisfaction for years, because customer satisfaction is essential to business profitability.  

Customer-based thinking is a relatively new phenomenon in the public sector.  The public sector 

has traditionally been inclined to think in more administrative or bureaucratic fashions.  Yet, 

determining levels of customer impact is steadily gaining ground; “A diverse collection of local 

governments now routinely uses citizen surveys to establish priorities, get feedback from 

residents regarding city services, and examine community perceptions regarding quality of life 

indicators” (O’Neill, 2008, p. 91). 

Program Evaluation 
 
Program evaluation is the method by which programs or functional areas are evaluated 

based on outputs, outcomes, and processes.  Program evaluation usually takes the form of reports 

composed of various data collected and reconciled against program goals and objectives in order 

to determine program efficacy.  This is the portion of the performance management system that 

monitors policy execution. 

Mattessich, the executive director of Saint Paul’s Wilder Research defines program 

evaluation as “a systematic process for an organization to obtain information on its activities, its 

impacts, and the effectiveness of its work, so that it can improve its activities and describe its 

accomplishments” (2003, p. 3).  Mattessich further states that essential information for 

evaluations to take place include: participant/client information, service data, documentation of 

results or outcomes, and perceptions about your services (2003, p. 15).  Additional evaluation 

information can include: demographic information on the service area or market area that you 
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serve, data about needs in your community and other communities, comparable measures from 

organizations similar to yours, financial/cost information, or information that identifies the 

people you serve (2003, p. 16).   

Evaluation information is collected often using a variety of data collection techniques 

such as surveys, focus groups, and outcomes data already recorded by the organization.  The data 

is then analyzed to understand trends and determine if the stated program goals were met, 

provide recommendations for improvements, as well as articulate how the outcomes contribute 

to the achievement of the larger overarching organizational goals as identified in the strategic 

plan. 

Summary of the uses of components of a performance management system 
 
Although this is a rather brief explanation of the components of Kiedrowski’s (2009) 

performance management model, it is nonetheless an introduction to performance management 

and its role in public administration and management.  Performance management has the 

potential to increase efficacy, and perhaps remedy some of the distrust of government, as found 

in the 2008 Humphrey Institute of Public Affairs and Minnesota Public Radio study.  Earlier in 

this paper, this author stated that public mistrust and the need for transparency and accountability  

is a major contributor to the shift in administrative and managerial use of strategic and 

performance management principles.   

Perhaps this is simply one more instance of change in the history of American public 

sector reform, but it is one that will take us that much closer to an ideal system of public 

administration and management.  In 1968, Arthur Schlesinger, the famous American historian 

and political scientist wrote in response to reforms of that era, that it is not to be implied that 

American bureaucracy is “at some apocalyptic moment of revolutionary transformation, but 
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rather at a new phase in the very old struggle to fulfill the promise of American life.”  And as the 

following review of literature concerning performance management concludes, this is what 

performance management is, a new phase in the old struggle of public administration and 

management. 

Trends in public sector performance management 
 
“In recent decades, public management doctrines have argued that traditional 

bureaucratic structures were essentially broke, and should be replaced” (Heinrich, 2009, p. 166).  

There is evidence for the use of performance management as a useful tool for communicating 

public value created by public organizations to the public, acting as a demonstration of 

legitimacy (Bryson, 2004; Harris, McKenzie, and Rentfro, 2009; Mattessich, 2003; Moynihan 

and Ingraham, 2003).  However, “Despite the increasing and successful use of performance 

management among state and local governments, there exists no commonly accepted framework 

or guidelines” (O’Neill, 2008, p. 91). 

Performance management systems seek greater stakeholder involvement 

Spray Kinney and Ruggini (2008) of the Government Finance Officers Association wrote 

conducted a study of the 50 states and found that “An increasing number of governments are 

using performance measurement and management practices, and performance measurement and 

management initiatives have broader stakeholder involvement than in the past” (p. 16).   Spray 

Kinney and Ruggini (2008) also write that greater numbers of executives are championing 

performance management efforts and speaking to bureaucracies, legislative officials, and 

taxpayers of its value.  In Utah the executive branch has led the performance management effort 

to greater levels, leading the state to higher levels of performance, avalanching in greater and 

greater performance results (Boyle, 2008). 



	   21	  

Performance management systems can be used as communications tools 

In a study published in December 2009, Harris, McKenzie, and Rentfro (2009) found that 

of the fifty states, the vast majority of them are “missing an opportunity to build trust and reduce 

citizen cynicism” by not effectively communicating performance information in an easily 

accessible way (p. 45).  However, there were two states that make performance information 

available via each of the six tested search techniques—Minnesota and Virginia (Harris, 

McKenzie, and Rentfro, 2009).  Harris, McKenzie, and Rentfro’s six tested search techniques 

were the: state’s main web page, governor’s webpage, audit office website, government services 

tab, main page search function, and budget office.  These six search techniques are by no means 

exhaustive; yet, they are a solid foundation upon which to build. 

Researchers suggest that communication needs to take place at multiple levels in the 

public sector (Mucha, 2008; Roth, 2008).  “Different stakeholders (managers, executives, elected 

officials, staff, citizens) may require different information, and governments should consider 

ways to deliver the level of accountability and transparency demanded by each (Mucha, 2008, p. 

69-70).  Performance management systems have created constructive dialogues around agency 

and department performance. 

Strong executives implement performance management early in their terms 

Researchers have advanced the notion that performance management in the public sector 

is more likely to be adopted in states that have a strong governor who initiates strategic planning 

early in their terms (Berry, 1994; Kim, King, and Zeckhauser, 2004; Moynihan and Ingraham, 

2003).  This trend is due to the fact that the state bureaucratic system has a chance to more fully 

adopt a performance management system before political will is lost or there is a change in 
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executive or key legislative leadership.  This trend is important to notice and is explored in 

greater depth in the implementation strategies section of this paper.   

Managerial decision-making authority is key 

“Agencies with strong political support, high autonomy, a clear and attractive mission, 

and effective leadership will tend to perform better than agencies without these characteristics” 

(Moynihan and Pandey, 2004, p. 423).  Again, this point is explored in greater detail in the 

implementation strategy section of this paper.  Managerial decision-making authority is 

important because if an employee is forced to affect change in program or activity performance, 

he or she must have the authority to use discretion to improve performance.  This must also be 

measured; many involved in performance management live by Drucker’s classic aphorism; 

“what gets measured gets managed” (Aaron, 2008, p. 25). 

Business sector cooperation indicates performance management system adoption. 

Another interesting trend is that the level that state government is willing to come to the 

table with the state’s business leaders and borrow private sector performance management 

techniques has been shown to increase performance management results (Moynihan and 

Ingraham, 2003).  It has been noted in the literature a strong entrepreneurial climate within a 

state leads to greater success in performance management (Kim, King, and Zeckhauser, 2004), 

and increased close working relationships with the state’s private sector increases the likelihood 

that statewide strategic planning and other components of performance management systems will 

be put in place (Berry, 1994).  

Human capital quality directly correlates with high organizational performance 

According to Sanger, “Improving government performance and accountability to citizens 

requires leadership to empower employees by reducing rules, increasing discretion, and 
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rewarding innovation” (2008, p. S70).  Coggburn and Schneider (2003) even assert that high 

performance in state government leads to increases in citizen quality of life.  Linking public 

management at the state level to quality of life indicators is important because it can change the 

discussion around policy and encourage the use of outcomes-oriented decision-making processes 

by executive, legislative, and bureaucratic decision-makers.   

Critiques of and Threats to Performance Management Systems 
 
Performance management, however, is not without its critics.  In reviewing the literature 

regarding the effectiveness of performance management systems, it is clear that are there several 

major factors that can impede their success.  Some of these critiques are inherent in our 

democratic processes, i.e. political change, redundancy due to the need for transparency, etc.; 

however others are issues of organizational trust, instability, funding threats, decision-making 

authority, and culture.  Heinrich (2009) summarizes, “Some of the more commonly cited 

problems about the use of performance standard systems in public agencies are ineffective, top-

down administration, conflicting organizational goals, political influences, shrew managerial 

behavior, and high administrative and monitoring costs” (p. 365). 

Organizations often fail to fully implement performance management systems 

Poister et al. (1985) remarked that there are instances of performance management 

systems that fail to become institutionalized and that there is an “up and down” pattern in 

adoption—some new states adopt performance management initiatives, while others push theirs 

back or eliminated them, especially when there is a change in executive management (1985, p. 

18).  This instability is the manifestation of the loss of at least perceived political value and will 

(Poister and Streib, 1999).  Miller, Rabin, and Hildreth (1987) echo this theme of instability.  

They highlight that agreement in public organizations is constructed as a product of political 
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conditions, which could easily evaporate in changing conditions.  Therefore, the political will to 

follow-through with performance management system design and implementation might not last 

long enough for planning to be done in the public sector. 

Public sector managers are faced with challenges in the fact that they “must exploit and 

buffer the external environment” (Moynihan and Pandey, 2004, p. 423) while maintaining and 

improving internal operations (O’Toole and Meier, 2003).  Balancing external and internal 

factors affecting performance is difficult and requires managerial skill and discretion.   

Decision-making authority is not decentralized in the appropriate fashion 

Another criticism of performance management is the fact that performance management 

systems often neglect to empower managers enough to have decision-making power to actually 

affect performance (Heinrich, 2009; Moynihan, 2006).  Moynihan goes on to explain that it is 

middle managers and frontline staff who actually have the power to enact reforms that will 

change actions on the ground. 

Performance management initiatives become solely legislative exercises 

 Poister and Streib (1999) write that performance management systems can suffer from a 

lack of funding to make it truly operate the way it should.  This lack of funding often results in 

too few staff dedicated to performance management activities, and little or no centralized 

oversight of performance management processes.  On a similar note, Roth (2008) writes that 

performance management initiatives are sometimes housed in the wrong organization or staffed 

with the wrong people and are doomed to fail from the beginning due to an acute lack of 

organizational or human resources.  Also, as mentioned before, performance management 

systems cannot succeed without the support of elected officials and key managers (Roth, 2008). 

Performance management initiatives can have negative motives 
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Radin (2009) notes that in the implementation of performance management reform, there 

is often three agendas at play:   

• A negative agenda, or an effort that seeks to eliminate programs and cut 
back on responsibilities of government and often blames the bureaucrat for 
problems with implementation 

• A neutral agenda, or an effort that emphasized the need to respond to 
changes I the society with changes in the program  

• A positive agenda, or an effort that highlights the need to get value for 
taxes and expenditures and assure accountability (p. 507) 
 

These three agendas can exist simultaneously within the same reform, but if the negative agenda 

gains too much momentum it can derail reform efforts either in the implementation stage or due 

to bureaucratic resistance.   

Implementation Strategies 
 
As previously stated, the era of performance management has resulted in jurisdictions 

around the world adopting a wide variety of various performance management systems to 

differing degrees of inclusion, depth, and success (Badinovac, et al., 2000; Melkers, 2006; 

Moynihan and Pandey, 2004; Moynihan, 2006; Pestieau, 2009; Smith and Kavanagh, 2008; 

Smith, 2007).  Heinrich (2009) goes on to say “While states may look similar when comparing 

‘on-the-books’ administrative reform, they look much different when research probes 

implementation” (p. 189).  Therefore, when thinking about performance management and 

exploring its benefits, it is essential to understand best practices concerning system 

implementation and adoption.   

Political champions are essential to performance management system implementation 

Researchers strongly suggest that high-level political support is vital to performance 

management initiatives to succeed (Bland and Clarke, 2006; Bourne, 2005; de Lancer Jules and 

Holzer, 2001; Cavalluzzo and Ittner, 2003; Goehrig, 2008; Graham, 2004; Liou and Korosec, 
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2009; Moynihan and Pandey, 2004).  Executive and legislative branches of government must 

work together to initiate a program early during a term and find executive, legislative, and 

bureaucratic champions to make sure the process succeeds and is actually implemented rather 

than a legislative exercise that results in nothing more than empty legislation or additional 

taskforces. 

Appropriate capacity provisions are necessary for successful implementation 

Another problem cited to be an implementation problem is that performance management 

systems are sometimes not funded, given the authority to succeed, or housed in the right agency 

to function properly in the particular state’s system (Moynihan, 2006).  “The integration across 

systems and processes of government, fundamental to building performance capacity… is widely 

accepted as the de jure system of performance management” furthermore, “There is a degree of 

thought and effort that makes the de jure MRF (Managing for Results, or performance 

management) process a reality that separates high-performing from low-performing states 

(Moynihan and Ingraham, 2003, p. 479).  High degrees of funded thought and effort, coupled 

with Radin’s principle of positive motivation will have positive effects during the 

implementation process and increase the chance of productive systems adoption (2009, p. 507). 

Don’t forget the people.  It’s all about the people 

It is essential to understand the role of public managers as both “actors within a political 

system and professionals who affect and are affected by administrative systems” (Moynihan and 

Pandey, 2004, p. 423).  Moynihan and Pandey assert that “the most critical and immediate 

constituency for any public agency is the body of elected officials who oversees it (2004, p. 424), 

a point echoed by Meier (2000) in his assertion that political support is important to public 

managers because it often results in increased access to resources as well as managerial 
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autonomy.  However, in most state bureaucratic systems, there is a mixture of appointed and 

career bureaucrats who are responsible for making decisions in the public system.  Therefore, is 

it essential that the creation of a performance models be done in a nonpartisan managerial spirit 

that decreases the chances for “gaming of performance measures, greater politicization of the 

public service, and the crowding out of intrinsic motivation” (Heinrich, 2009, p. 166). 

In any period of organizational change, the role of trust is essential for successful 

adoption of change.  If elected authorities do not trust state agencies, the agencies will be 

afforded little autonomy and managerial discretion, and will experience feelings of the adoption 

of the performance management system as a way to micromanage, which will, as a result, create 

bureaucratic resistance to systems adoption.   

The development of a mission-based culture is essential to the success of a performance 

management system (Pandey and Moynihan, 2004, p. 425).  This mission-based culture can 

quickly galvanize employees at all levels to think in a results-oriented way and to value 

performance over traditional bureaucratic administration.  However, culture is a difficult to 

change and, similar to many of the other components of implementation, cultural change must be 

considered when determining how to best approach performance management implementation, 

evaluating performance management system participation, and ultimately, understanding the 

performance management system’s effectiveness as a method of reform. 

Get the public on board with performance management 

An interesting strategy to increase likelihood of successful performance management 

system adoption is getting the media on-board with the performance management initiative 

(Moynihan and Pandey, 2004).  With the help of the media, government officials can convince 

the public that performance management initiatives are a good thing, which in turn results in 
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greater political support.  The media can be key allies during the implementation process, as well 

as decrease the likelihood that the performance management system will be quickly dismantled 

by executives who successors.      

Double-pronged approaches to system creation and implementation are necessary 

It is important to install the performance management system using a mixture of 

legislative and executive order actions.  Hill and Andrews (2005) cite the presentation of 

Chrisinger of the Iowa Department of Mangement’s 2002 presentation to the Managing 

Performance Conference as an interesting illustration of what happens during times of political 

transition and how performance management cannot be lost in the political shuffle (p. 262).  

Chrisinger stated the Iowa experience as: 

In Iowa, 30 years of executive control by Republicans ended in 1998 when the 
state elected a Democratic governor.  That change brought a significant number of 
new state officials and employees into government, making veterans uncertain 
how deep the change would permeate into ongoing programs and initiatives…The 
use of strategies such as statutory authorization of important programs, 
documentation of routine processes and identification of important players helped 
ensure the continuation of performance measurement through this transition and 
into the new political era (Hill and Andrews, 2005, p. 262). 
 

Iowa’s experience in managing performance management during times of heavy political 

transition is interesting because this could very possibly apply to Minnesota in the near term.  

This experience speaks to the importance of the institutionalization of performance reform and its 

necessity to the success of carrying reform through periods of great transition. 

Comparative Analysis of the Performance Management Systems of 
Virginia, Oregon, and Washington 

 
Over the years, nearly all states that have implemented performance management systems 

at a variety of levels: program level performance management systems, agency or department 
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level performance management systems, and statewide centralized performance management 

systems (Ingraham, 2007).  “[However] despite their popularity, performance management 

systems have not been as successful as initially projected” (Hill and Andrews, 2005, p. 255).  

Ingraham (2007), defines governmental capacity in four ways: 

1. The basic ability of governments to fulfill the responsibilities of 
democratic governance 

2. The ability to use public resources wisely and to target them to desired 
objectives 

3. The ability to manage programs and people effectively 
4. The ability to evaluate or assess whether goals are being met (p. 3) 
 

These four basic abilities that governments must possess in order to function are each tied 

to the various components of the Kiedrowski (2009) performance management system model 

(see Figure 1).   

The ability of governments to fulfill the responsibilities of democratic governance is 

essentially the ability to execute program operations and maintain the organizational 

infrastructure needed to do that.  The ability to use public resources wisely and to target them to 

desired objectives is demonstrated in the strategic planning, goal articulation, and budgeting 

processes.  The ability to manage programs and people effectively are illustrated in the 

Kiedrowski model as employee objectives and learning and program operations and 

improvement.  Finally, the ability to evaluate or assess whether goals are being met ties the 

Kiedrowski model together, by understanding customer impact and program effectiveness and 

goal attainment through program evaluation and feedback.   

These basic abilities of government are illustrated in the three following centralized 

performance management system case studies of the Commonwealth of Virginia, the State of 

Washington, and the State of Oregon.  Virginia, Washington, and Oregon have been widely 

viewed as successful examples of centralized statewide performance management systems 
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(Kiedrowski, 2009; Kissler et al., 1998; Moynihan and Ingraham, 2003, The Pew Center, 2008).  

However, in these three case studies, how Virginia and Washington states have implemented 

highly effective and respected performance management systems are examined, and why 

Oregon, once cited as one of the best performing performance management systems has 

decreased in efficacy in recent years is explored (The Pew Center, 2008; Poister et al., 1985).  In 

2008 the Pew Center assigned Virginia and Washington both the grade of A- and Oregon a C+. 

Virginia, Washington, and Oregon were not chosen simply for their performance 

management history, but also for other factors that make them similar to Minnesota.  Virginia, 

Washington, and Oregon each exist in states where political power is shared between both major 

political parties, the three states have bicameral legislatures that meet annually, and they also 

have biannual budgets with balanced budget requirements.  Virginia, Washington, and Oregon 

were chosen as case studies to explore performance management systems in a way that draws 

lessons most applicable to Minnesota.  

Virginia 
 
“Virginia is accepted as one of the leading examples of performance-based reform among 

US states”; it has created an environment in which performance reform has been more than a 

message, but a new organizational value systems that has withstood political transitions and 

tough budget cycles (Hill and Andrews, 2005, p. 255-6). 

Virginia’s current performance management system has been operational since 1995, 

although state agencies have been required to submit performance goals and measures with 

budget submissions since the early 1980s.   The Strategic Planning, Research, and Evaluation 

Section is housed in the Department of Planning and Budget and carries out the tasks associated 

with this performance management model.  The Strategic Planning, Research, and Evaluation 
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Section within the Department of Planning and Budget provides leadership to Virginia’s 

agencies and serves as an impartial moderator in the planning and execution of this work.  

According to Hill and Andrews (2005), much effort has also been made to ensure that the 

“language of performance” is kept in common across agencies (p. 263). 

Virginia’s performance management system is composed of four components, each 

providing essential information to policy makers, legislators, and taxpayers.  The first three 

components are executive in nature, and the last is legislative.  These four components are: 

• Strategic planning 
• Performance measurement 
• Program evaluation 
• Performance budgeting (Virginia Department of Planning and Budget, 

2010) 
 

Together these four components have created an organizational culture that values performance 

and outcomes-focused decision-making, resulting in the more effective and efficient stewardship 

of public funds. 

 The first component is strategic planning.  In Virginia, strategic planning is conducted on 

a four-year (two biennia) cycle and begins with each agency defining their own internal goals 

using a variety of needs and issues assessments tools.  After this initial process of goal definition 

takes place, agencies draft their own strategic plans, which are then presented in a strategic 

briefing session to representatives from the governor’s office, the applicable cabinet secretary, 

representatives from the Department of Planning and Budgeting, and any necessary employees 

from the agency presenting.  This process allows state decision-makers the ability to provide 

feedback and guidance to the agency before budget proposals are drawn up.  

 The second component of the Virginia performance management system is performance 

measurement, or how Virginia collects, reports, and tracks resources used, work produced, and 
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the results created.  In Virginia, state staff uses a web-based system to collect input, output, 

efficiency, quality, and outcome achieved at a variety of levels.  This is the way that performance 

information is communicated throughout the state system.  According to Hill and Andrews 

(2005), state administrators also recently added a new component to the performance 

measurement system and began collecting data on the performance of capital projects and capital 

investment management.  

 The third component is program evaluation.  Central Budget and Planning Department 

and some agency level staff perform a variety of performance evaluations to collect and analyze 

program performance and attempt to define why certain outcomes were achieved.  In addition to 

the program evaluations conducted by Budget and Planning Department staff and certain intra-

agency staff, the state auditor’s office conducts monitoring and audits program performance 

information for accuracy and completeness.   

 The final component is performance budgeting.  Performance budgeting is the process by 

which Virginia shares planning, measurement, and evaluation information during the budgeting 

process.  Agencies are required to submit performance proposals that outline how budget 

requests align with both the governor’s and agency strategic goals and objectives as part of their 

budget requests.  Legislative budget committees take requests into consideration during budget 

hearings and negotiations.  Budget proposals must include clear demonstrations of how the 

proposed funding would affect outcomes and show the link funding has to performance 

outcomes.   

These four components are used both to improve and communicate state activities.  

Virginia’s four components of its performance management system “are designed to work 

together to manage the performance of state government” (Moynihan and Ingraham, 2003, p. 
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477).  According to the Virginia Department of Planning and Budget’s website (2010), there are 

three goals that guide the functioning of the performance management system.  These three goals 

are to manage strategy, improve performance, and communicate results. 

The first goal of the Virginia performance management system is to manage strategy.  

Virginia’s performance management system is designed to manage strategy by supporting 

strategic and operational planning, guiding resource allocation, enhancing accountability and 

empowering employees throughout the organization, and serving as a way to identify partners for 

collaborative efforts. 

The second goal of the Virginia performance management system is to improve 

performance.  This takes shape in several different areas and is monitored by both the Strategic 

Planning, Research, and Evaluation Section within the Department of Planning and Budget as 

well as by some state agencies themselves, the main goals are to identify effective practices, 

support organizational learning, facilitate organizational redesign, and recruit and retain talented 

staff. 

Recently Virginia has received national praise for its strengths in the identification of 

training needs.  In the Pew Center’s Report, “Government Performance Project:  Grading the 

States,” Virginia was the sole state to receive an A in training and development (2008).  Perry, an 

expert in training, attributes much of this to Virginia’s innovative knowledge management 

system (2009).  Virginia’s knowledge management system allows state employees to share 

information across its 230 agencies.  Using a dedicated software program, employees share 

know-how regarding various skill-sets such as contracts management, budgeting, people 

management, etc., as well as express training opportunities that would prove beneficial.  

Virginia’s human capital management team subsequently organizes training in response to the 
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needs expressed by staff.  This highly responsive model of training management allows staff the 

opportunity to empower themselves to better accomplish their tasks and in-turn creating an 

empowered workforce with the skills necessary to ratchet up performance, and creates 

efficiencies by decreasing duplication across agencies.  

The third goal of Virginia’s performance management system is to communicate 

performance results to internal and external stakeholders.  This goal is accomplished by the fact 

that the performance management system substantiates funding requests, demonstrates 

effectiveness to internal and external audiences, enhances the agency or program’s public image, 

recognizes and rewards successes, and promotes the use of referrals within the program.  

Virginia communicates its performance results with the public via the Internet 

One of the major reasons that Virginia has had such a success with performance 

management reforms is due to the implementation process used.  In Virginia, the performance 

management system implementation process was “largely based on formal orders and 

legislation” (Hills and Andrews, 2005, p. 261).   

The legislation that implemented the performance management system was created over 

several years and dictates that state agencies participate in the above outlined performance 

management activities, and submit the required documentation to officers such as the state 

auditor, the performance management committee discussed during the strategic planning portion 

of this case study within the executive branch, as well as to legislative budgeting committee 

officials (Hill and Andrews, 2005).  This legislative approach underpins much of the basic 

performance management system and protects it from periods of political change within the 

executive branch, ensuring that even if there is little gubernatorial interest in performance 
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management, all reforms will not be lost.  The major lessons to be learned from the Virginia 

experience is that a solid performance management system: 

• Contains the essential components of a performance management system 
• Is implemented by both formal executive order as well as legislation   
• Carries performance data into the budgeting and financial management 

processes 
• Creates a culture in which statewide systems and their human operators 

value performance 
• Ensures citizen engagement 
 

 Overall, Virginia provides an excellent example of a performance management system 

that works for Virginians.   

Washington 
 
In 1985, Washington’s “Productivity Board,” established in 1982, was chaired by the 

Secretary of State and consisted of seven members including cabinet officers and representatives 

from the legislature and labor unions (Poister et al., 1985, p. 11).  It was not housed in any 

department.  Washington has come a long way these past twenty-five years from an 

underfunded, un-housed “Productivity Board” to becoming a national leader in performance 

management.   

After a narrowly beating her opponent, Christine Gregoire was elected Governor of 

Washington in 2004, and immediately instituted performance management reforms that built 

heavily on existing performance management frameworks.  This initiative, Washington’s 

Government Management Accountability and Performance Program (GMAP), is based on 

CitiStat principles first used in Baltimore, Maryland to improve local government service 

delivery.  This method of local performance management has been innovatively taken to a 

statewide level and has changed the way the State of Washington conducts business.  

Achievements range from much faster response times in situations ranging from placing at-risk 
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children in care to making major progress on a severe backlog of street repair in smaller, tax-

poor communities that depend on state aid. (Spray Kinney and Ruggini, 2008). 

GMAP has seven guiding principles.  These principles are: 

1. Engage the leaders at the top of the organization.  Senior managers and 
other decision-makers need to have a personal presence in management. 

2. Do not measure for measurement’s sake.  Effective measures require 
clarity on expectations on measures’ influences, and how measures will be 
used to manage programs and get results. 

3. Develop and use timely and accurate performance data to set targets and 
inform decisions. 

4. Reward candor in identifying and diagnosing performance barriers and 
creativity and commitment to overcoming them.  Missed targets must be 
identified and barriers to achievement understood. 

5. When the data indicates needed action, quickly and clearly specify what 
needs to be done, who will do it, and when it will be done.  Action plans 
should focus on what can be done and when. 

6. Persistent follow-up and clear accountability.  Leadership must follow-up 
on commitments made in action plans. 

7. Create a continuous learning environment through the use of process 
improvement tools in order to get better results (Washington, 2010). 

 
To make these seven components work together and come alive, Governor Gregoire 

holds regular, public meetings where important management and policy challenges are discussed 

and progress evaluated.  Governor Gregoire believes that the personal presence of executive 

leadership makes a real difference in program outcomes and makes a strong effort to be as 

present as possible within the state bureaucratic system. 

 As part of GMAP, Governor Gregoire also presents an annual performance report to the 

citizens of Washington.  This report presents agency performance on citizen priorities as 

presented to the state in governor-sponsored town hall forums held regularly across Washington.  

These guiding principles defined by Washington’s citizens, as well as Governor Gregoire’s own 

policy goals, are assigned benchmarks and progress is assessed.  This report is available to 

citizens via the Internet or in person at state agencies or departments.   
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 Agencies and departments are audited regularly, and audit reports are made public via the 

GMAP website.  Also, state employees are rewarded for innovations in service delivery systems 

that result in increased organizational performance in better outcomes for Washington.  

Washington state employees can win quality awards and are provided consultative assistance in 

continuous education and development areas.  Employees are also provided many resources on 

how best to manage for results and take their organizations to the next level.  This high-level of 

employee engagement and decentralized decision-making authority that is backed up by strong 

executive leadership has combined to result in better state agency and department performance in 

Washington.  Governor Gregoire continues to take a strong executive role in GMAP and has 

worked hard to gain the bureaucratic buy-in that makes this kind of system adoption possible. 

Oregon 
 
Oregon is an interesting example of a performance management system that was for 

many years cited as one of the country’s leaders in performance management.  However, in 

recent years, Oregon’s reputation has slipped, with Oregon receiving the grade of a C+ in the 

2008 Pew Center rankings of state government performance management systems (The Pew 

Center, 2008).   

In 1985, Oregon’s “Governor’s Productivity Improvement Program” had a staff of six 

fulltime professionals, was housed in the Office of Budget and Management and funded with 

general funds and by contracts with operating agencies it served (Poister et al., 1985).  This early 

productivity improvement program formally became the Oregon Progress Board in 1989, with 

the goal of creating a ten-year strategic plan called ‘Oregon Shines.’    

As Oregon began the strategic planning process, it incorporated members from across 

sectors and political parties to collaborate together with the goal of producing an actionable 
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strategic plan that would transform Oregon into an outcomes-focused state that was more 

competitive both regionally as well as nationally.  Kissler, et al. (1998) presented the State of 

Oregon’s experiences with strategic planning and summarized its experiences as one that 

“suggests that strategic planning can be a valuable process in helping a state adjust to a major 

economic and social transformation” (p. 353).  The Oregon Progress board quickly formulated a 

strategic plan that put Oregon on the road as a leader in performance management. 

The Oregon legislature adopted the Oregon Progress Board as policy in 1991, and the 

legislature has renewed its dedication and commitment to the Oregon Progress Board many 

times since.  This created solidified the Progress Board’s existence and provided it with the 

legislative support and oversight that it needed to get started.   

As stated earlier, the Oregon Progress Board’s performance management system is called 

“Oregon Shines.”  Oregon Shines is a performance management model that consists of four 

steps: 

1. Strategic plan, or Oregon Shines 
2. Societal measures or benchmark trends 
3. Shared strategies or Oregon Partners 
4. Oregon Benchmarks and Partner Performance Measures (Oregon Progress 

Board, 2009) 
 
As noted by the Pew Center, Oregon conducts its planning and benchmarking processes very 

well, and has even incorporated citizen surveys and needs assessments into its strategic planning, 

but it has neglected to implement a holistic program evaluation component into Oregon Shines.  

State auditors conduct financial audits of ten programs each year, but these evaluations rarely 

focus on outcomes. 

 Oregon has also gained wide praise for how it gathers data for its benchmarks.  With the 

support of state agencies, the Progress Board developed a single household survey that provides 
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data to understand that status of benchmarks.  Five thousand households are interviewed using 

phone surveys that contain questions that affect dozens of state benchmarks.  This information is 

also made available to citizens via the Internet  By visiting http://benchmarks.oregon.gov, 

Oregonians can find how the state is making progress against its strategic plan and allows for 

data to be viewed for different geographies—statewide or county, and provides the viewer with 

applicable national comparisons to ease understanding. 

 In summary, Oregon’s Progress Board serves as a national standard for statewide 

strategic planning and benchmarking efforts.  These efforts are tied to the budget, in that 

agencies or departments must explicitly demonstrate the link between funding and prioritize 

agency or department efforts, which, as demonstrated in the literature is a proven technique for 

making more sophisticated budgeting and performance decisions.   

Again, the major downfall of Oregon’s performance management system is that it is 

missing the program evaluation, continuous improvement, and continuous learning and growth 

components.  As demonstrated in the previous sections of this paper, program evaluation, 

continuous improvement, and employee learning and growth are fundamental components of the 

performance management model.  Although Oregon’s strategic planning process remains a 

national standard, the addition of these three components would take Oregon to the next level 

and allow for a more holistic performance management system to be used. 

Strengths and Weaknesses of the three cases 
 
In the states examined, it is important to reiterate that each state possessed a centralized 

performance management system.  Although there were several differences between the 

Virginia, Oregon, and Washington systems, the major lessons learned are strikingly similar.   
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Each state uses a strategic planning and performance measurement to achieve greater 

outcomes and to varying degrees, use collaboration with those outside of government to make 

performance management possible.  In Oregon, one of the factors that Kissler, et al. (1998) cite 

as a driving push to success is cooperation and collaboration with the private sector during the 

strategic planning stages.  This is very interesting because to the public manager, it is not 

necessarily apparent as to why this would be a possibility in the planning process, and even less 

apparent as to why cultivating both in-put and buy-in from external stakeholder would be of 

value in the planning process.  The Oregon case, therefore, sets a precedent for a positive public-

private collaborative effort in the statewide strategic planning process.  However, one should 

note that cross-sector collaborations are difficult to initiate, difficult to manage, and difficult to 

make succeed (Bryson, Crosby, and Stone, 2006).   

Virginia has probably taken the most balanced approach to performance management by 

working hard to underpin performance management initiatives with both legislative and 

executive champions, as well as grounding performance management initiatives in statute.  This 

type of sustainability planning has kept Virginia’s performance management system strong for 

almost fifteen years.   

Oregon on the other hand has continued to take a rather ad hoc approach to the strategic 

planning process, heavily relying on a board comprised of state officials and private citizens 

rather than a on professional staff.  Perhaps this explains Oregon’s missing evaluation, 

continuous improvement, and employee learning and growth components.   

Finally, Washington State has a performance management system that is very heavily 

driven by Governor Gregoire and relies much less on the legislative for support than does 

Virginia.  Given the fact that Governor Gregoire’s Government Management Accountability 
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Program has not withstood any transitions in executive leadership, it is unclear as to how any 

kind of change in this executive-reliant performance management system will affect its 

effectiveness. 

These three different scenarios are each interesting and strong points can be taken from 

each, but it is important to remember that for performance management system adoption to be 

successful, it must meet the needs of the organization in which it is implemented.  Research 

presented in the literature confirms that the components or these performance management 

systems are standard, useful, and effective.   

However, there is no single panacea.  Therefore, in moving forward and thinking about 

what would work for Minnesota, we must be careful to find how we can best use other states’ 

innovations in performance management in a way that meets Minnesota’s needs.  Even if each of 

these components of performance management exist individually, if they are not put together in a 

system that state employees, legislators, executive representatives, and other stakeholders 

involved in the execution of state government’s duties, the performance management system as a 

whole will not gain the expected synergies.  Despite their similarity of components, the internal 

processes of performance management systems must be individualized to meet the needs of its 

user. 

Critique of a current proposal for a performance management 
system in Minnesota 
  

As demonstrated in the above review of relevant literature, performance management 

systems have the potential to initiate and manage productivity improvement, stimulate results-

based or outcomes-focused thinking within state agencies and departments, and articulate 

overarching statewide goals and priorities, because it matters how managers manage (Moynihan 



	   42	  

and Pandey, 2002; Poister, et al., 1985).  Realizing that in order for a performance management 

system to achieve statewide results, it must be instituted at a statewide level, Representative 

Marquart, a member of the Minnesota House of Representatives, has drafted a proposal for a 

statewide performance management system for Minnesota.  The current passive and consultative 

roles played by the Management and Analysis Division, the Department of Administration’s 

Minnesota’s Enterprise Lean, and the Office of the Legislative Auditor, do not provide the 

coordinated, prioritized effort necessary for results to materialize across state agencies and 

departments.   

 To remedy this problem, Representative Marquart (DFL-09B) from Dilworth, has worked 

with some of Minnesota’s best thinkers in the areas of public administration and managing for 

results and as authored a very strong bill that contains a performance management system that 

has the potential to achieve demonstrable improvements in performance outcomes.  

Representative Marquart proposes to restructure Minnesota’s performance functions, while also 

reinventing the organization’s mindset to emphasize proactive problem solving.  Representative 

Marquart’s bill (see appendix) is summarized and a critique and suggestions for improvement 

follow. 

Summary of Representative Marquart’s Bill to Create the Minnesota Civic 
Compact 

 
The Minnesota Civic Compact:  Planning, Innovation, and Results is a proposal for a 

performance management system for the State of Minnesota.  The objective of the Minnesota 

Civic Compact is to increase government effectiveness, or the efficient production of desired 

outcomes, by using a series of steps instituted by executive and legislative reforms that will 

implement a performance management system and instill a results-oriented, outcomes-focused 
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method of decision-making that will transform the State of Minnesota’s culture in a way that 

more highly values performance management.   

The Minnesota Civic Compact:  Planning, Innovation, and Results establishes the 

Northstar Council, a diverse group composed of executive and legislative officials, as well as 

leaders from private industry, the nonprofit sector, and other civil society groups, charged with 

the formulation of a statewide strategic plan with a mission, vision, ten policy goals, and one 

hundred performance measures.  During this process, each strategic performance measure is 

given an agency or department owner who will be responsible for reporting on that or those 

particular measures.  Agencies and departments are also tasked with the formulation of their own 

strategic plans, constructed using the statewide plan as a guide.  Agency and department plans 

are presented to the Northstar Council for review. 

In addition, the Minnesota Civic Compact includes provisions to improve productivity.  

Each agency or department must align employee objectives and learning to state and agency or 

department strategic plans.  Pay or performance and other human resources reform measures are 

included in the bill.  There is also a public report card for state agencies and departments.  This 

reporting mechanism makes agency and department performance public.   

The Minnesota Civic Compact includes the use of performance information in the budget 

process and clearly outlines how performance information will be provided to appropriate 

legislative and executive stakeholders.   

Finally, the Minnesota Civic Compact includes provisions for service delivery redesign 

allowances and heightened customer service initiatives.  Agency and department staff is 

empowered to achieve performance metrics by making the changes necessary in the way they 
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perform their tasks.  Under this bill customer service will increased through the addition of a 311 

telephone information service.   

Reactions and Suggestions for Improvement 
 
Clear purpose and definition of value 

The first and one of the most apparent strengths of this bill is that it includes a very clear, 

convincing goal that explains the value of performance management as well as how the 

performance management system as presented in this bill will increase governmental 

effectiveness by setting a “clear vision for the state’s future built on a foundation of planning, 

performance management, accountability, and empowerment” (Article 1, Sec. 1. [4B.01]).  This 

concise purpose explains more about performance management than meets the eye; it also shows 

a deep commitment to implementing a performance management system that will work.  As 

Moynihan (2006) stated, “State governments emphasized strategic planning and performance 

measurement but were less successful in implementing reforms that would enhance managerial 

authority, undermining the logic that promised high performance improvements” (p. 77). 

The Minnesota Civic Compact provides a strong purpose that avoids one of the common 

and crippling pitfalls of reform by including the empowerment of the state to “innovate in the 

delivery of public services” and “measure its successes in producing superior results for the 

citizens of the state” (Article 1, Sec. 1. [4B.01]).  As found in the literature, managerial decision-

making authority, or decentralizing performance decision-making processes is key in high in 

exemplar performance management systems.     

Using a strong, diverse council to guide strategic planning is good practice 

 The Northstar Council, as proposed in the Minnesota Civic Compact, is charged with the 

task of formulating the state’s strategic plan including ten policy goals and no more than one-
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hundred performance measures.  This articulation of policy goal and performance measure limits 

is good because it will focus the state on a specific policy path and by limiting performance 

measures, key decision-makers will think about what really matters rather than reacting to an 

environment of analysis paralysis.      

 It is also good that the membership of the Northstar Council is limited and diverse.  If the 

Oregon experience in strategic planning can be applied in Minnesota, private sector involvement 

will lead to good results and increased buy-in from private industry groups.  However, there 

should be a representative from the Minnesota organized labor on the Northstar Council.  

Although there are representatives from the nonprofit and other civil society fields, a member 

dedicated to representing the interests of organized labor would supplement the planning process 

in a constructive way, as well as create increased political buy-in to facilitate system adoption.  

This is especially important since very significant levels of state employees are union members. 

Strong strategic planning initiatives bode well for system success 

 The Minnesota Civic Compact provides clear strategic planning guidelines that include 

the used of outcomes-based measures.  The Northstar Council will formulate a statewide vision, 

mission, goals, as well as outcomes-based measures.  It is interesting that citizen input will be 

provided multiple ways—through the citizen representatives on the Northstar Council, via 

elected officials on the Northstar Council, through citizen surveys presented later in the 

legislation, and via social media.  The use of social media in strategic planning is interesting and 

is gaining greater and greater attention in the public sector (Holden, Norris, and Fletcher 2003; 

Schneiderman, 2009).  Social media can provide a quick and accessible way for citizens to 

contribute their ideas and visions in a way that encourages the participation of young people—a 

group not usually presented with easy ways to provide citizen input. 



	   46	  

 However; the strategic planning process would benefit by having the Northstar Council 

identify its strategic partners, especially since agencies and departments will have to own certain 

performance measures.  The identification of strategic partners will articulate who outside of 

state government will be partners and participate in the execution of Minnesota’s strategic plan, 

and who the state can best partner with or recruit to best meet its goals.  Individual agencies and 

departments should also articulate their strategic partners as they complete their own strategic 

plans.  In the required content, there should also be a maximum number of policy goals and 

performance measures set by each agency or department.  If policy makers at the agency or 

department level exceed a manageable number of performance measures, the value they 

demonstrate will be lost.   

The strategic planning process echoes that of Virginia, which appears to be a very good 

design, and, as stated above, is widely cited as a case study of good performance management.  

Virginia uses a very inclusive, robust method of strategic planning that has worked well for that 

state.  In addition to the strategic planning process, the performance improvement planning 

process as presented in the bill is very useful due to the fact that the plans are reviewed multiple 

times by several different reviewers.   

Representative Marquart might consider adding more analysis to the projected costs for 

strategic plan achievement (Article 1, Sec. 4. [4B.04], Subd. 2 (10)).  Agencies and departments 

should be encouraged to think about how incremental levels of funding affect outcomes, and 

articulate this in the strategic plan.  This is important because it will demonstrate some kind of 

link between results and greater resource allocation.  Also, as part of this planning process, 

agencies and departments should be encouraged to think about prioritizing their own internal 

operations based on their strategic goals and objectives.   



	   47	  

Innovative methods for improving agency performance that value employees 

 Representative Marquart’s bill provides for innovative ways to motivate and encourage 

staff to adopt this performance management system.  Included are efforts to avoid layoffs of 

current employees, attempts to implement pay for performance and performance sharing reward 

systems, and the possibility of agency or department permission to carry forward balances into a 

new biennium as approved by the Commissioner of Management and Budget    

Pay for performance is an interesting idea.  The City of Dover, Delaware uses pay for 

performance as a way to connect employees to the city’s strategic plan by using market rates to 

create a salary range for each position and by combining performance evaluations with other 

factors, allow employees to move along the range of pay rates (Spray Kinney and Ruggini, 

2008), as does the City of Minnetonka, Minnesota. 

Eliminate “Public Report Card on state performance” 

 Included in the Minnesota Civic Compact is a public report card on state agencies that 

will be a list of state agencies and departments, each assigned a grade and made available to the 

public.  While this idea sounds like a reasonable way of keeping the state agencies and 

departments, honest and communicating performance to citizens, these kinds of tools can create 

complex problems and bad feelings. 

 This report card system was first implemented in Texas in the mid-1990s.  State agencies 

and departments were each graded by criteria set by the governor’s office and the Legislative 

Budget Board.  The twenty highest performing agencies and departments as well as the twenty 

lowest performing state agencies and departments are made public and subject to media, citizen, 

and legislative ridicule.  These kinds of tools are not well received by state staff and can result in 
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poor adoption and implementation, reduced buy-in from career professionals, and negative 

feelings about performance management.   

 Instead, Representative Marquart might consider presenting performance data to the 

public using the strategic plan as a guide.  Using Oregon’s benchmarks website, Minnesota could 

still communicate the public value created in a way that does not shame state agency staff in the 

eyes of millions of Minnesotans.   

Focus citizen surveys provision 

 Article 1, Sec. 7. [4B.06.c] stipulates that the “Commissioner of Management and Budget 

shall conduct an annual citizen survey to determine the citizen perception of achievement of the 

state’s goals and performance measures where applicable.”  This is a valuable way of getting an 

idea on how the government is performing in the eyes of its citizens.  Washington State does a 

good job of this.  However, care should be taken that the survey is written and conducted in a 

nonpartisan, balanced manner that reflects results that are more valuable than simple public 

opinion polls.  This kind of data can be used for great good, but if used politically, it will simply 

result in bureaucratic resistance and failed future reform efforts.   

 Employees should also be surveyed periodically to help understand their views of 

performance management and its applications to their everyday work.  In an organization as 

large as the State of Minnesota, it is very difficult for centralized planners to have a solid grasp 

on employee sentiments and views on systems adoption, efficacy, and level of adoption.   

Mandated performance measures may be a useful way to allow for system innovations 

 In the “Budgeting based on the State’s Strategic Plan” (Article 1, Sec. 9. [4B.08]), the 

budgeting process again closely resembles Virginia’s budgeting process, which is good.  Virginia 

has a very effective system.  Article 1, Sec. 9.[4B.08.c], “The legislature may use the 
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performance measurement system to mandate performance measure outcomes rather than 

mandating a service delivery mandate or maintenance of effort” should be realized.  This section 

is important because it would allow public managers the opportunity to redesign broken service 

delivery systems using their institutional expertise to best fit the changing organizational and 

customer needs.  This is one of the most important sections of this bill and will truly allow 

managers to manage in ways they believe work and according to the research, is an area that 

many states fail to successfully execute performance reforms.  Service-delivery process redesign 

driven by those who know the processes best is not often allowed (Heinrich, 2009; Moynihan, 

2006).   

Increasing customer service by mandate 

 The final piece of the legislation is the proposed 311 system.  While likely a good idea, it 

will be difficult to accomplish.  State programs can be difficult to navigate and phone operators 

will often be faced with challenging, difficult questions from taxpayers who might be difficult to 

handle.  There will be a steep employee learning curve; however, by careful record keeping, this 

service will serve as an additional data point from which the state can gather information on 

ways to better serve taxpayers and increase its responsiveness. 

 In order to better serve younger and more Internet savvy consumers, an online 311 

system should also be created.  This online 311 system could potentially serve a significant 

portion of customers more efficiently than a phone 311 system, as well as provide a space for the 

state to leverage technology to connect with taxpayers in new ways.  Social media options, i.e. 

facebook, twitter, discussion boards, etc., should be explored as well. 

Conclusion 
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In summary, performance management has the potential to reform public organizations in 

ways that will allow managers to manage better and achieve greater outcomes for their 

constituencies.  Effective performance management systems include strategic planning, 

performance budgeting, employee learning, continuous improvement, customer feedback, and 

program evaluation components.  Using performance measures, these fundamental performance 

management components work together to inform managers and other stakeholders as to the 

results or public value created as a result of government functions.   

According to the literature, performance management systems are growing in 

sophistication and are continuously undergoing adjustment to fit to the needs of the larger system 

they serve.  Performance management reforms are refocusing dialogues concerning public 

management and are being used as communications tools to provide the public with a sense of 

government value.  Using the performance management systems of Virginia, Washington, and 

Oregon as case studies, it is apparent that performance management systems are products of both 

management research as well as the larger political, cultural, and organizational systems in 

which they operate.  Despite the fact that there are differences in the performance management 

systems examined, there is an overall conclusion that these experiences in performance 

management have increased state government performance and provided better outcomes for 

citizens.   

By understanding the components of performance management, current trends in 

performance management literature, and examining widely recognized highly effective 

performance management systems, it is apparent that Minnesota should design and implement a 

performance management system to improve its performance and focus public management 

discussions on outcomes.  Representative Marquart’s bill for the Minnesota Civic Compact is an 
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interesting one and holds great promise for Minnesota; by implementing statewide, across the 

board productivity initiatives, stimulating and assisting agencies in their own planning and 

improvement activities, and clearly signaling the strategic goals of executive leadership, the 

Minnesota Civic Compact speaks very clearly to the advantages of a centralized performance 

management system as put forth by Poister, et al. (1985).   

 According to the research literature, this bill is clearly focused on getting results and 

increasing the likelihood of success in system implementation and adoption.  By the executive 

and legislative leadership working together to implement and sustain the system, this model 

resembles the Virginia model, as well as reflects planning for sustainability, as Chrisinger of 

Iowa noted, strong bureaucratic adoption and solid legislative support kept Iowa’s performance 

efforts intact during a major executive transition in that state (Hill and Andrews, 2005).  In 

addition, if this bill is introduced and enacted next year, it will provide Minnesota’s next 

governor with some time to introduce this process, and work with the Northstar Council and 

legislative leadership to articulate his or her vision for Minnesota and its state government—

something researchers agree leads to higher chances of long-term sustainability.   

However, the following changes should be made: 

1. Include a representative from Minnesota’s organized labor community on the Minnesota 
Northstar Council. 

2. Identify state and local key strategic partners during the strategic planning processes. 
3. Increase the amount of analysis should be provided in the strategic planning process to 

include the effects of incremental funding on performance outcomes and a clearly 
articulated agency or department funding priorities. 

4. Eliminate the public report card and instead use an online system to make performance 
data available to citizens similar to the system currently in use by the state of Oregon; 

5. Focus citizen surveys so valuable information is collected and serves as more than a 
public opinion poll; and 

6. Ensure 311 data is collected in an analytically usable manner and provide an online 
alternative as well as the traditional phone 311 services. 
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With these changes, Representative Marquart’s bill will reflect national best practices in 

performance management in a fashion that works for Minnesota and reforms state government in 

a way that achieves greater results for Minnesotans.  
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Appendix 
Representative Marquart’s Proposed Bill Creating the Minnesota Civic Compact 
 

A bill for an act 
 

relating to state government; creating the Minnesota Civic 
Compact;  requiring establishment of a state strategic plan, public 
policy goals, and performance measures; establishing a process for 
evaluating achievement of performance measures; creating an 
office of ombudsman;  proposing coding for new law as Minnesota 
Statutes, chapter 4B; amending Minnesota Statutes, sections xxx. 

 
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 

Article 1: Minnesota Civic Compact; Planning, Innovation and Results 
 

Sec. 1. [4B.01][Purpose.] The Minnesota Civic Compact recognizes that the long-term 

success and high quality of life of Minnesota will depend on a new approach to governance that 

brings public officials and citizens together to set a clear vision for the state’s future built on a 

foundation of planning, performance management, accountability and empowerment.  This 

requires that the state create a strategic plan, that it innovates in the delivery of public services, 

and that it measures its success in producing superior results for the citizens of the state. 

Sec. 2. [4B.02][Minnesota Northstar Council]  

Subdivision 1. Establishment.  The Commissioner of Management and Budget must 

establish and convene the Minnesota Northstar Council  to develop a state strategic plan which 

will include:  (1) a mission statement for the state; (2) up to 10 policy goals;  and (3) up to 100 

strategic performance measures.   

 Subd. 2. Membership.  (a) The Minnesota Northstar Council shall consist of no more 

than 19 members.  The Council shall include the Governor, the Lt. Governor,  the Speaker of the 
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House of Representatives, the House of Representatives Minority Leader, the Senate Majority 

Leader and the Senate Minority Leader, who serve as the executive committee.  The executive 

committee of the Council shall select the remaining members of the council.   

(b) The remaining members of the Council must be citizens with knowledge and 

expertise on major state issues.   The Council must have seven members from the following 

communities in Minnesota: business, non-profit, foundation, volunteerism, performance 

measurement, redesign/planning, and a youth member.  The Council must have four additional 

members selected from the general public.  Persons holding the following five positions serve as 

ex-officio members of the council: the Commissioner of Management and Budget, the President 

of the University of Minnesota, the State Demographer, the State Economist and the 

Ombudsman.  The Governor, or the Governor's designee, shall chair the Council.  The assistant 

commissioner of the Planning and Performance Management Division of MMB shall serve as 

executive director of the Council. 

(c) Members appointed by the executive committee serve at the pleasure of the executive 

committee.  Citizen members serve without compensation, but may be reimbursed for expenses 

as provided in section 15.059. 

 Subd 3. Voting requirements.  While the goal is consensus, all actions of the Council 

must be approved by a majority vote of a quorum of council members present at a meeting.  The 

state strategic plan must be approved by a majority vote of the council and by a majority of the 

members of the executive committee. 

Sec. 3. [4B.03] [State strategic plan; strategic performance measures.]  

Subdivision 1. Development.  (a) The Council, with advice from state departments and 

agencies and aligned legislative committee chairs and ranking members, shall develop a state 



	   61	  

strategic plan which must include: (1) a mission statement for the state;  (2) up to 10 policy 

goals; and (3) up to 100 outcome-based strategic performance measures.  Strategic performance 

measures are a level of achievement by which the state and its departments can measure their 

own progress against internal or external standards.  Strategic performance measures must be 

outcome based measures.   

(b) In developing the state strategic plan, the Council shall reach out to gather and 

coordinate citizen input from citizens across the state.   The Council must use the work and 

process of the Minnesota Milestones in developing the strategic plan and in the Council’s other 

work.  The commission must include the use of social media in soliciting input.  

(c) The Council must complete the initial state strategic plan by March 2012.  The 

Council shall review and approve changes to the strategic plan by January of each even-

numbered year.  The strategic plan shall undergo continuous review and improvement by the 

Northstar Council.  Each of the 10 goal areas and aligned strategic measures must undergo an in-

depth review at least once every four years by the Northstar Council. 

Subd. 3. Strategic performance measures.  The council or MMB must designate an 

owner for each strategic performance measure that the council establishes as a means of 

measuring progress toward accomplishment of the public policy goals established by the council.  

The owner is responsible for the tracking of the measure, the results of the strategic performance 

measures and the strategies implemented to improve performance in this area.  

Subd. 4. Performance improvement plans.  Upon request of the commissioner of 

management and budget, the head of an executive agency must develop a performance 

improvement plan for each public policy goal and its aligned strategic performance measure.  

The performance improvement plan must include proposals and actions for achieving the goals 
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and measurements and must include input from aligned legislative committees and their chairs 

and Minnesota Management and Budget  In addition, the performance improvement plan may 

include a description of how the volunteerism, service, non-profit and business sectors will be 

engaged in improving the strategic performance measurement.  The department or agency officer 

in charge of this strategic performance measurement may designate an existing working group or 

create a new working group in order to receive feedback, develop the performance improvement 

plan, and carry out the performance improvement plan.  Working groups may include members 

from the public and private sector.   

Sec.  4. [4B.04] [Agency strategic plans; performance management systems.] 

Subdivision 1. Development of strategic plan.  Each state agency and department listed 

in section 15.06 must work with the aligned legislative committees and their chairs and 

Minnesota Management and Budget to prepare a strategic plan using an outcome based approach 

for the agency or department under the commissioner’s jurisdiction. 

Subd. 2. Required Content.  The strategic plan must be aligned with the state strategic 

plan and must identify key strategic outcomes for the next two biennium’s and must include:   

(1) A mission statement for the agency or department 

(2) Outcome-based strategic performance measures within the state strategic plan that fall 

under the jurisdiction of this agency or department. 

(3)  Department or agency performance measures for determining performance within the 

agency or department.  Performance measures must measure the performance of state 

mandated services or operations.       

(4) The methodology used to create the metrics to measure the performance measures;  

(5) the goal level of performance for each performance measure; 
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(6) if progress has been made from the previous year on each performance measure; 

(7) a method by which the success or failure to achieve the outcome will be measured; 

(8)  the executive official or owner  responsible for achieving each performance measure; 

(9) The agencies or department’s plans to achieve the goals and improve the 

department’s performance within the department or agency plan. 

(10) The projected costs for achieving the department or agency strategic plan.  

 Subd. 3. Private sector engagement.    The department or agency may collaborate with 

the volunteerism, non-profit and business sectors to develop the department or agency strategic 

plan.   

Subd. 4. Performance improvement plans.  Upon request of the commissioner of the 

agency or department of the aligned strategic plan, employees must develop a performance 

improvement plan for each performance measure.  The performance improvement plan must 

include proposals and actions for achieving the goals and measurements.  In addition, the 

performance improvement plan may include a description of how the volunteerism, service, non-

profit and business sectors will be engaged in improving performance in that area.  The 

department or agency officer in charge of this performance measurement may designate an 

existing working group or create a new working group in order to receive feedback, develop the 

performance improvement plan, and carry out the performance improvement plan.  Working 

groups may include members from the public and private sector. 

Subd. 5. Council review.  The Council must review the department and agency strategic 

plans developed under subdivision 1.  The head of each agency or department must designate an 

owner for each strategic performance measure. The owner is responsible for the tracking and 
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results of the performance measure.  The Council may make suggestions to the Governor on 

alignment between the state’s and departments’ strategic plans. 

 Sec. 5. Section 1. [16C.051] Taxpayer Accountability Provisions. 

 Subdivision 1. Application. This section applies to a contract with an estimated value of 

$100,000 or more. The requirements imposed by this section are in addition to, and do not 

supersede, the requirements of any other applicable section of law. This section does not apply to 

a Department of Transportation contract that is subject to section 161.3203. 

 Subd. 2. Required review. (a) Before entering into a contract subject to this section, the 

agency head must prepare a comprehensive written estimate of the cost of having the same work 

provided in the most cost-effective manner by agency employees. The cost estimate must include 

all costs of having agency employees provide the work, including the cost of pension, insurance, 

and all other employee benefits. The cost estimate is nonpublic data, as defined in section 13.02, 

subdivision 9, until the day after the deadline for receipt of responses under paragraph (b). 

 (b) After soliciting and receiving responses, the agency head shall publicly designate the 

responder to which it proposes to award the contract. The commissioner shall prepare a 

comprehensive written estimate of the cost of the proposal based on the designated responder's 

bid, including costs associated with monitoring the proposed contract. If the designated 

responder proposes to perform any or all of the desired services outside the state, the 

commissioner shall include in the cost estimate, as nearly as possible, any loss of sales and 

income tax revenue to the state. The cost estimate must not include trade secret data which is 

classified as nonpublic data under section 13.37, subdivision 2. 

 (c) An agency may not enter into a contract subject to this section unless the agency head 

determines that:  
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 (1) the cost estimated under paragraph (b) will be lower than the cost estimated under 

paragraph (a);  

 (2) the quality of the work to be provided by the designated responder is likely to equal or 

exceed the quality of services that could be provided by state employees; 

 (3) the contract, together with other contracts to which the department is or has been a 

party, will not violate section 16C.08 or 16C.09, or otherwise reduce full-time equivalent 

positions within the department; and  

 (4) the proposed contract is in the public interest. 

 Subd. 3. Reports. The commissioner of administration must report to the legislature by 

September 1 each year, in compliance with sections 3.195 and 3.197, on implementation of this 

section. The report must list all contracts subject to this section that were executed or performed, 

whether wholly or in part, in the previous fiscal year. The report must identify, with respect to 

each contract: the contractor; contract amount; duration; work, provided or to be provided; the 

comprehensive estimate derived under subdivision 2, paragraph (a); the comprehensive estimate 

derived under subdivision 2, paragraph (b); the actual cost to the agency of the contractor's 

performance of the contract; and a statement containing the agency head's determinations under 

subdivision 2, paragraph (c). 

 

Sec. 6. [4B.05][ Improving agency operations and productivity]. 

Subdivision 1. Employee objectives and learning.  Each state department and agency 

listed in section 15.06 must align all employee objectives and learning to the state and agency 

strategic plans, performance measures, and improvement plans.   
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 Subd. 2. Report.   Each state department and agency listed in section 15.06 shall report to 

the Governor and the legislature by January 15 of each even-numbered year on statutory changes 

that will improve performance measures. 

Subd. 3. Performance objectives. All state managers must set performance objectives 

for their units annually to be used in the annual performance appraisals of their employees.  Each 

employee must have a learning and development plan.  The commissioner of Management and 

Budget must conduct annual employee surveys to gather employee input on how agencies can 

improve performance. 

Subd. 4. Methods of improving agency performance. (a) All state departments and 

agencies must: 

 (1) in implementing performance improvement measures, ensure to the greatest extent 

practical that there will not be layoffs of current employees as a result of implementation of 

changes that improve agency performance; 

(2) attempt to implement systems under which agency employees will share in 

productivity gains or costs savings; 

(3) attempt to establish a performance sharing reward system with employees for 

implementing redesign ideas and innovations that improve state performance; 

(4) attempt to implement compensation system that include performance pay and a 

reward system; 

(b) The commissioner of management and budget may allow a department or agency to 

carry forward into a new biennium savings from the prior biennium resulting from department 

and agency investments that enhance efficiency and performance. 
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Subd. 6. Employee evaluations. Evaluations of employee performance should include an 

evaluation of how an employee has impacted state performance.  The evaluations should note the 

extent external factors beyond the control of the employee are responsible for the level of 

achievement of performance measures. 

Subd. 7. Governor review of agency performance.  The Governor shall hold an annual 

performance review with all of the state departments and agencies listed in section 15.06 to 

ensure that they are making progress in implementing their strategic plans, performance 

measures, and improvement plans.  

Sec 7.  [4B.06] [Public “Report Card” on state performance.] 

(a) The Planning and Performance Management Division of Minnesota Management and 

Budget shall propose the form of a Minnesota State Performance Report Card to the Council for 

approval. 

(b) The report card shall be made public by January 15 of each year and shall, in a format 

easily understood by the public starting in the year 2013, show:  

(1) state policy goals;  

(2) the strategic performance measures;   

(3) The methodology used to create the metrics to measure the strategic performance 

measures;  

(4) the goal level of performance for each performance measure determined by the 

Northstar Council. 

(5) If progress has been made from the previous year on each performance measure;(6) If 

deemed appropriate by the council, a grade for each performance measure based on how the state 

is doing in relationship to its goal and the set level of what is unacceptable or failing;   
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(7) a statement of value to the taxpayer when possible;  

(8) a statement relating if the value has gone down or up from the previous year based on 

an indexed rate of change when possible;   

(9) the executive official responsible for achieving each performance measure;  and  

(10) the legislative committee that has jurisdiction for the department or agency.   

(c) The commissioner of Management and Budget shall conduct an annual citizen survey 

to determine the citizen perception of achievement of the state's goals and performance measures 

where applicable.   

Sec. 8. [4B.07][Performance Quality Guarantee.]  

The commissioner of management and budget shall conduct an audit which includes 

recommendations for an improvement plan after the first year the commissioner has determined 

that a state department or agency is not meeting performance measure or measures at an 

acceptable level.  After the second consecutive year in which the commissioner has determined a 

state agency or department is not meeting a performance measure or measures, the department or 

agency is considered on probationary status, and must report monthly on its performance. to the 

Commissioner of management and budget and the Governor.  After the third consecutive year in 

which the commissioner has determined a state agency or department is not meeting a 

performance measure or measures, the Governor shall take corrective action which may include 

one or more of the following:  

(1) external restructuring of the department;   

(2) dismissal of management;  

(3) consolidation of the department with another, and  
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(4) a proposal to the legislature to abolish the department or one or more of its programs 

and return the revenues used to fund the department or its programs back to the citizens of 

Minnesota. 

Sec. 9.[4B.08] [Budgeting based on the state's strategic plan] 

(a) The Governor shall propose a budget based on the state's strategic plan.  The 

commissioner of Management and Budget Department must work with state departments and 

agencies in developing their budgets based on department and agency strategic plans, 

performance measures, and improvement plans.  The Governor’s budget proposal must indicate 

the impact on achieving the state's and departments’ strategic plans.  Each department or agency 

shall include in the budget proposal an explanation of how the budget request promotes the 

strategic goals, performance measures and outcomes outlined in the applicable strategic plan.  

For each change item in the budget proposal , the goal or performance measure to be achieved by 

the cost increase must be identified along with the method to evaluate whether or not the 

outcome as been achieved.  The Governor’s budget may include proposals to eliminate mandates 

and maintenance of effort provisions if certain performance outcomes can be reached.    

 (b) The departments must present bi-annually to the aligned legislative committees on the 

achievement of the strategic plan and performance measures.  The chair of the aligned legislative 

committees may request strategic plan updates at any time.  The commissioner of management 

and budget shall work with department and agency staff to prepare fiscal notes that in addition to 

financial impacts also indicate how a bill will impact the achievement levels of the state's and 

departments’ strategic plans and performance measures.   

 (c) The legislature may use the performance measurement system to mandate 

performance measure outcomes rather than mandating a service delivery mandate or 
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maintenance of effort.  The legislature must take into account costs when setting mandates for 

performance measure outcomes.    

 (d) The Revisor of Statutes must insert upon the request of the author of a bill an 

additional legal size sheet of paper during bill jacketing.  This sheet shall include the author’s 

rationale for the bill.  The author of the bill may use this sheet to describe how that piece of 

legislation will impact state performance, create better outcomes for the state, create better value 

for the taxpayer as well as other rationale for the bill.  This sheet must be posted online in a 

digital form along with the bill after bill introduction.   

Sec. 10 [4B.09] [Promoting excellence, accountability and public service redesign] 

 The Commissioner of Management and Budget must establish a Planning and 

Performance Management Division.  The Governor shall appoint an assistant commissioner for 

Management and Budget to oversee the Planning and Performance Management Division. The 

division must:  

(1) establish and convene the Minnesota North Star Council;  

(2) work with the Council to set up the process to develop the strategic plan;  

(3) assist the Council in developing the state strategic plan;   

(4) consult on management with state agencies;  

(5) develop the report card and the state departments and agencies strategic planning 

process and reporting requirements;  

(6) develop a transparent way to show the progress of the state on its performance 

measures online and in print;  

(7) work with departments and agencies in setting their strategic plans;   
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(8) develop a planning infrastructure for the state in addition to the state strategic plan 

and serve as the state planning office;  

(9) research topics and complete ongoing projects on public sector redesign, state 

planning, performance measurement and effective management approaches in collaboration with 

the University of Minnesota and others as directed by the Council; and  

(10) report on demographic trends in the state of Minnesota.  

(11) assess training needs and work with agencies and departments on training and 

retraining of state employees.  

Sec. 11. [4B.10] [Minnesota Office of Ombudsman; one-stop shop" for citizens.] 

 Subdivision 1. Creation. The Minnesota Office of Ombudsman is created in the 

Department of Management and Budget to respond to citizens concerns about state government.  

The Office of Ombudsman must report regularly to the Governor and the Legislature about its 

findings.  

 Subd. 2. Telephone service.  The Minnesota Office of Ombudsman must establish a 311 

telephone service as a way to direct Minnesotans to the people serving in state government.  This 

will be a connector for citizens.  When practical, this service must serve as a “one-stop shop” for 

state services and an information line.  Among other functions, the service may serve as a way to 

find a polling place, find a local division of motor vehicles location, or be transferred to a person 

that can help with a problem within state government.   

 Subd. 3. Resolution of problems. When a person needs help accessing state services and 

is not being served well, the Ombudsman must work to resolve the problem or determine that the 

problem is not resolvable.     
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 Subd. 4. Complaints and comments. The office must serve as a place that citizens may 

bring complaints or comments about the state.  This office may investigate claims, including 

breaches of the public trust, or suggest topics to the Office of the Legislative Auditor.  The 

Ombudsman shall file an annual report to the Legislature, Governor and the public detailing 

what types of cases the Ombudsman has made as a connector, caseworker, mediator or complaint 

receiver. 

 Subd. 5. Mediation role. The office shall serve as a third party in cases of disputes 

between the state and citizens when mediation would be helpful.  In any case the Ombudsman 

may refer parties to take part in legal services.  

Article 2 

Conforming Changes 

Section 1.  Minnesota Statutes, Section 4A.01, subdivision 1 is amended to read: 

4A.01 STRATEGIC AND LONG-RANGE PLANNING. 

Subdivision 1.Duties.The commissioner of administration management and budget is the 

state planning officer and is responsible for the coordination, development, assessment, and 

communication of information, performance measures, planning, and policy concerning the 

state's future. The commissioner must carry out duties under this chapter through the Planning 

and Performance Management Division of the department of management and budget The 

commissioner may contract with another agency for the provision of administrative services. 

Sec. 2. Minnesota Statutes, section 16A.28, subdivision 1 is amended to read: 

16A.28 TREATMENT OF UNUSED APPROPRIATIONS. 

Subdivision 1.Carryforward.Agencies may carry forward unexpended and unencumbered 

nongrant operating balances: (1) from the first year of a biennium into the second year of the 
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biennium; and (2) from the second year of the biennium into the following biennium if the 

commissioner of management and budget determines that the balance is a result of savings from 

resulting from enhanced efficiency in the performance of agency duties and is justified. 

Sec. 3. [Transfer of duties.] The Management Analysis Division in the department of 

management and budget is renamed the Planning and Performance Management Division.  

Powers and duties of the commissioner of administration relating to the state demographer and 

relating to strategic and long-range planning are transferred to the Performance Management 

Division of the Department of Management and Budget Section 15.039 applies to this transfer.  

 


