ABSTRACT

HANAWAY, CAROLYN ANN. Results-based Management and its Effect on Performance
in Roads Agencies and Youth Programs. (Under the direction of Dr. James E. Swiss).

This study addressed the research question: Do results-based management tools,
either separately or in combination, improve the performance of roads agencies or youth
programs? The possible improvement in performance was assessed in two ways, first through
managers’ reported perceptions of performance improvement, and then through objective
measures of the agency’s outputs and outcomes.

While this study investigated results-based management tools collectively, it also
individually examined the implementation and the effects of the four major components (i.e.,
tools) of results-based management (RBM): strategic planning, performance measurement
with target setting, incentives (rewards), and process improvement tools. The four RBM tools
were investigated using multiple perspectives, including how thoroughly or completely the
RBM tools have been installed in the organization and how long the organizations have been
using the RBM tools.

The first part of this study used responses solicited in a survey of roads agencies and
youth programs. The respondents indicated which RBM tools they had implemented and
which of those tools they thought were most effective. The second part of the study used
objective performance data provided by the ICMA-Center for Performance Management
Benchmarking Project.

A large majority of organizations report using strategic planning and performance
measurement with targets, while somewhat fewer have adopted rewards and process

improvement tools. The organizations indicated that information from their planning and



performance measurement tools were used for numerous purposes, but especially for
budgeting.

The majority of public managers using RBM tools perceived them to have
substantially improved the organization. The completeness of each individual RBM tool was
a significant predictor of the tool’s perceived effectiveness in improving the organization. On
the other hand, how long the organization had been using the RBM tool (tool duration) most
commonly had little impact on how effective the tool was perceived to be in improving the
organization. In both roads agencies and youth programs, the more RBM tools the
organization had adopted, the more likely they were to find the tools effective, and the more
likely they were to view their organization as a top performer.

Although perceived RBM tool effectiveness was high, the analysis did not find a
consistent relationship between most of the RBM tools and objective performance measures.
However, there was a significant relationship between the use of one RBM tool — process
improvement techniques — and the objective measure of road quality. Possible reasons for the
disconnection found between perceived effectiveness and objective performance measures

are discussed, including the distinctive nature of the surveyed organizations.
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CHAPTER 1 : INTRODUCTION AND OVERVIEW
Chapter 1 consists of seven sections: (1) a discussion of the research question, (2) a
short overview of past efforts to reform public management in the United States, (3) a review
of the principles of results-based management, (4) a summary of public management
literature, both theoretical and empirical, related to this study, (5) an overview of the study
design, (6) a discussion of the study’s contribution to the current body of knowledge and (7)

a preview of subsequent chapters.

Research Question and Theoretical Models

The purpose of the current study was to address the following research question: Do
results-based management tools, either separately or in combination, improve the
performance of a roads agency or youth program? Data regarding the use of results-based
management tools and reported perceptions was collected from responses solicited through a
survey of 455 roads agencies and 71 youth programs, in order to determine which tools
managers viewed as most effective. The possible improvement in performance was assessed
in two ways, first through managers’ reported perceptions of performance improvement, and
then through objective measures of the agency’s outputs and outcomes. In addition to
investigating results-based management tools collectively, the current study also individually
examined the implementation of the four major components of results-based management
(RBM): strategic planning, performance measurement with target setting, incentives

(rewards), and process improvement tools.



Conceptual models that depict the relationship between the analyzed variables are
included in Chapter 1 to help illustrate the relationships hypothesized at the beginning of the
study. The first model, Figure 1.1, illustrates the expected relationships between how
thoroughly or completely the RBM tools are installed and the perceived effectiveness of the

tools in the organizations.

Figure 1.1: Conceptual Model (I) for Perceived Effectiveness of RBM



The independent variables in the first conceptual model are composite scores
assessing the completeness of the RBM tools. For example, the composite score for strategic
planning completeness was calculated using the following questions: (1) Does your agency
have a strategic plan?, (2) What would one of the agency’s long range goals be? (maximum
possible score of 2), and (3) When did your agency conduct the first systematic analysis of
itself and its environment as part of a strategic planning process? A “yes” response to the first
question regarding having an established strategic plan was given a score of 1 point, and the
composite score for the independent variable strategic planning completeness was the sum of
these responses, ranging from 0 to 4. Similarly, the dependent variable in the model,
perceived effectiveness, had three measures, each of which was run as a different dependent
variable. Specifically, strategic planning completeness was compared to three reported
effectiveness measures: (1) how well strategic planning has worked, (2) how well overall
RBM has worked, and (3) how strong a performer the agency is believed to be compared to
similar agencies.

The second conceptual model, Figure 1.2, illustrates the relationship between the
same dependent variable, perceived effectiveness measures, and the independent variable of

composite scores assessing the duration of the RBM tools.



Figure 1.2: Conceptual Model (1) for Perceived Effectiveness of RBM

The conceptual model shown in Figure 1.3 shifts the dependent variable from
perceived measures of effectiveness to objective measures of actual performance. These
objective measures were taken from data provided by International City Managers
Association (ICMA) and were made up of six measures, each run as a different dependent

variable in the analysis.



Global Score
for RBM
Completeness

Figure 1.3: Conceptual Model for Completeness and Actual Performance of RBM

The final conceptual model, Figure 1.4, focuses on objective performance but with a
new set of independent variables involving RBM tool duration. The independent variables in
this model are scores assessing how long the RBM tools have been in place in the
organization, based on survey respondents’ answers when asked to recall approximately
when the various RBM tools were first installed with the question, “When did your agency

first have a strategic plan?”
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Figure 1.4: Conceptual Model for Duration and Objective Performance of RBM

As the word “duration” would imply, this model seeks to capture subtle changes in an
agency’s performance over time and requires both early and more recent performance data
for a complete evaluation. However, many of the roads agencies and youth programs
involved in the study had not consistently provided complete performance data and, due to
the limited number of respondents ultimately available for use in the analysis, this portion of
the study involved exploratory research using simple statistical methods that can only suggest

tentative conclusions to be made about the impact of RBM on organizational performance.



History of Reform Efforts in the United States

Results-based management (RBM) is the latest in a long series of management
changes in U.S. government. The following section includes an attempt to put RBM in
perspective by briefly discussing a few of the preceding management reform efforts. The
primary focus of the following section will be on RBM’s two immediate predecessors,
management by objectives (MBO) and total quality management (TQM), because RBM
contains aspects of both of these managerial predecessors.

Management reform has a long history. The Civil Service Act of 1883, also called the
Pendleton Act, was passed to regulate and improve the civil service of the United States.
Among other things, the act required that government jobs be awarded on the basis of merit.
Over the ensuing decades, the civil service act was extended to many more federal
employees, and similar management reforms were instituted by state and local governments.
Working in part to more strongly emphasize management, many local governments also
moved to council manager forms of governance during the early and middle 20" century.

Although many additional reform efforts followed in the next 50 years — most
notably, the reforms of the two Hoover Commissions — the current management changes
most directly stem from management by objectives (MBQO), which was established in the
federal government by Richard Nixon in 1973. Initially, MBO was introduced in the private
sector by Peter Drucker in the 1950s as a system that aimed to improve performance by
aligning the goals within an organization (Drucker, 1955). MBO was first instituted in
several large executive agencies, with the aim of centralizing goal-setting decisions while

still allowing managers some discretion in determining how to achieve the goals.



RBM is a complex approach that has many components, but its single most important
aspect is performance management in identifying outcome measures, setting targets for these
outcomes, and then regularly tracking progress in achieving them. MBO first introduced
most of these steps to government. Compared to today’s performance management systems
within RBM, MBO differed in its focus on individuals instead of teams, its less self-
conscious emphasis on outcomes, and its minimal ties to other organizational aspects.
Nonetheless, MBO helped set the stage for management protocols.

The next major predecessor of RBM was Total Quality Management (TQM). TQM
was defined by W. Edwards Deming in the 1950s, and it was based on working toward the
goal of totally satisfied customers. State and local governments also adopted TQM, and a
1992 survey of the 50 United States indicated that TQM programs were underway in 31 state
governments (Kravchuk & Leighton, 1993). RBM is similar to TQM in that it incorporates
customer feedback and performance measurement in decision-making, and the quality circles
in TQM are akin to the increased participation from frontline workers in RBM. However, in
the strictest form, TQM is not entirely applicable to government; government agencies lack
the well-defined customer base referenced in TQM, and TQM directs focus on inputs and
processes, while RBM stresses measuring outputs and outcomes (Swiss, 1992).

The Malcolm Baldrige National Quality Award, which Congress signed into law in
1987 under President Reagan, initially fostered TQM and then RBM. The Baldrige Award
was envisioned as a means to help U.S. organizations achieve world-class quality. The
criteria for the Baldrige Award are designed to enhance the competitiveness of organizations

by focusing on two stated goals: “delivering ever improving value to customers and



improving overall organizational performance” (University of Wisconsin, 2012). While the
Baldrige Award recipients are an especially visible result of the U.S. quality movement, the
award has had an even more substantial effect in its criteria, available from the Baldrige
National Quality Program, which provide a set of best practices for organizations across the
United States (University of Wisconsin, 2012). While overall studies support a definitive link
between Baldrige Award winners and organizational performance, results are varied
(Przasnyski & Tai, 1999; Przasnyski & Tai, 2002; Tai & Przasnyski, 1999; U.S. Department
of Commerce, 2012).

In Reinventing Government, David Osborne and Ted Gaebler (1992) declared
government was inefficient, ineffective, and unresponsive, and they detailed a plan of
making government increasingly entrepreneurial in delivering more public service for every
dollar spent. Such an entrepreneurial government is based on several principles including, but
not limited to, fostering TQM, empowering citizens, and entrepreneurial leadership. Osborne
and Gaebler (1992) also claimed the reinvented government would be able to cut taxes and
improve services by supervising the delivery of services, rather than delivering the actual
services to the public. By using competition among service providers, government could
oversee the delivery of the best services at the lowest cost.

In 1993, Congress enacted the Government Performance and Results Act (GPRA),
which mandated that federal agencies become results-oriented. The GPRA required long-
term strategic plans that defined goals and objectives for the agency, in addition to an annual
performance plan that specified measurable performance goals for all activities. It also

required agencies to publish an Annual Performance Report showing actual results compared



to each annual performance goal. The Annual Performance Plan should show the expected
progress toward meeting the long-term goals of the strategic plan, and both plans must
describe the strategies and various resources needed to meet their goals (White House, 2012).
Overall, the GPRA marked a general shift in the focus of government from processes to
results.

In the same year that GPRA was signed into law, the Clinton Administration initiated
the National Performance Review (NPR), a protocol that marked nearly three decades of
efforts to improve the efficiency of government services. The NPR was an interagency task
force charged with reinventing and creating a government that “works better and costs less”
(““A Brief History,” 1997). Since 1993, the NPR, which became the National Partnership for
Reinventing Government in 1998, has developed initiatives to tackle areas in need of reform.
The NPR included efforts to involve employees in reform tactics and remove some of the
burdensome “red tape” that traditionally frustrated employees. The NPR mandated strategic
planning and performance measurement at the federal level and set up a series of benchmarks
for the government's practices and performance. Notably, the NPR was criticized by some for
having contradictory principles, such as calling for reductions in the federal workforce while
using rhetoric about employee involvement (Swiss, 2005). During the second Clinton-Gore
term, reform efforts were focused on transforming the culture in major agencies to be more
results-oriented, performance-based, and customer-focused (“History,” 2001). The NPR is
similar to RBM in that both protocols incorporate strategic planning, performance

measurement, process improvement tools, and incentives (rewards).
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In 2002, during the Bush administration, the Office of Management and Budget
(OMB) announced the development of a tool for formally evaluating the effectiveness of
federal programs, named the Program Assessment Rating Tool (PART). PART contains 25
items and was designed to provide a consistent approach to assessing the effectiveness of
programs and identifying actions to improve results (Library of Congress, 2004). Results of
the assessment tool were then posted on the OMB website in an effort to provide
transparency. While PART was a response to some of the criticisms of GPRA, it is difficult
to determine if PART measures the right kind of outcomes accurately and consistently
(Radin, 2006). In addition, PART itself was criticized for failing to account for the
differences among programs and lacking appropriate measures (Gilmour & Lewi, 2006;
Gueorguieva et al., 2009).

While the performance agenda of the Obama administration is still in progress, the first

two years have emphasized the following four initiatives:

e the identification of a list of programs that should have funding reduced or eliminated
based on inadequate performance

e the establishment of an infrastructure to assess the impact of the American Recovery
and Reinvestment Act on jobs

e the establishment by agencies, with approval of the OMB, of “high-priority
performance goals,” reversing the Bush administration’s “top-down” approach to
agency performance to one in which agencies are driving more of the specifics

e asignificant commitment, in time and resources, to program evaluation, in part to

assist with the identification of what works and what does not (Joyce, 2011).
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These initiatives established by the Obama administration illuminate the performance goals
of reducing the size of government and improving its management.

Overall, this history of reform efforts in the United States highlights the government’s
focus on performance throughout the 20" century. While each reform was unique in its
emphasis and reflected its own specific approach and values, each was nonetheless built on
the foundation of its predecessor and served as a building block for the reform effort that

followed (Joyce, 2011).

A Review of Results-Based Management

Results-based management (RBM) is a goal-driven, proactive management strategy,
and it has been the focus of public management reforms in recent years (Boyne, 2010;
Moynihan, 2006). The terms “results-based management,” “performance management,” and
“strategic management” are often used interchangeably but, herein, this group of
management tools will always be referred to as results-based management, or RBM. RBM
involves key stakeholders that define expected results and design programs to monitor
progress toward goals, while using the information gathered to identify and adjust for any
obstacles that may interfere with achieving objectives and expected results (Hatton &
Schroeder, 2007).

At the core of the RBM process is a guiding logic model. The logic model in Figure

1.5 shows the inputs and processes leading to the outputs and outcomes:
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Inputs m) | Processes | m) | Outputs | m) | Outcomes | m) Late
Outcomes

Figure 1.5: Logic Model

The first half of the logic model is made up of inputs and processes or activities. Inputs are
the resources needed to carry out the activities, with examples including people, money,
goods, materials, infrastructure, and technology. Activities are the completed tasks in the
organization, and examples could include actions such as spreading asphalt, repairing
potholes, counseling teen mothers, and dispensing infant formula.

The second half of the logic model is made up of a program’s results. Results are
called outputs and outcomes; outcomes can be classified as early, intermediate, or late.
Outputs, the number of products produced or the number of services delivered, can be
viewed as late process measures. For example, an output of a roads program could be the
number of potholes repaired, or the output of a youth program could be the number of teens
counseled. Outcomes are defined as program-produced effects on people, and as such they
are the actual results caused by the outputs, such as the percentage of satisfied drivers or the
number of teens who return to school. Late outcomes are the long-term, broad societal
changes that the outcomes could cause; for example, decreased malnutrition among toddlers
or a decline in the teen pregnancy rate might be a late outcome of a counseling program.
RBM guides all management activities towards the ultimate achievement of defined results

(outcomes) — the effectiveness of programs. This represents a fundamental departure from
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previous management approaches that were dominated by an emphasis on processes or

efficiencies of programs, the assumption being that results would follow if the inputs and

activities were appropriately monitored. For example, instead of only measuring how many

calls and how quickly a police agency responded to calls of distress, RBM would also, and

especially, focus on the outcome of lowering the crime rate.

According to Swiss (2005), RBM is based on five principles:

1.

2.

An organization must focus on results rather than procedures and processes.
Organizations are more likely to produce results if they plan for them —
through strategic plans which set long term goals and with shorter term plans
such as annual plans, performance measurement and objectives (target
setting).

Employees must be empowered to make decisions that can enable the agency
to deliver better results.

Organizations should redesign structures, streamline processes, and use
process improvement tools to pursue objectives and goals.

Managers should use both internal incentives (rewards) and external

incentives (competition) for performance.

Results-based management was being used in many federal agencies, some states, and a few

local governments by 2000, and its adoption continued to increase rapidly over the next

decade. During the same period, RBM principles were extended to the management

approaches of non-government organizations (NGOs) and higher-education institutions
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(Swiss, 2005). While the widespread use of RBM is clear, a key question remains: what does

our actual experience tell us about RBM?

Supporting Literature

A number of theories underlie the approaches of RBM, with its main premises

stemming from goal theory.

Theoretical Grounding

Goal theory, rooted in the scientific management movement, is currently given
emphasis by those arguing for evidence-based research. Edwin Locke, the most prolific
researcher on goal theory, spent 30 years studying goal-setting and motivational behavior
(Association for Psychological Science, n.d.). Locke (1981) noted:

Measurable goals affect worker performance by directing attention, mobilizing effort,

increasing persistence, and motivating strategy development. Goal setting is most

likely to improve task performance when the goals are specific and challenging, when
feedback is provided to show progress in relation to the goal, and when rewards such

as money are given for goal attainment. (n.p.)

In other words, goal theory would predict that organizations will perform better on
measurable outcomes if they take the following actions: set broad agency goals with strategic
planning; establish specific, challenging goals with performance targets; hold individuals
accountable; provide feedback by using performance measurement; and reward individuals

with incentives (rewards) for reaching those goals.
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Goal theory supports the hypothesis that an organization employing RBM with
clearly delineated goals and objectives would outperform an organization with unclear goals
and objectives. Employee involvement and collaborative efforts are also integral to the goal
theory philosophy. Therefore, as the primary basis for RBM is goal theory, with its emphasis
on goal-setting and measurement, goal theory is also the primary basis for this research

study.

Supporting Research

This study examined whether RBM increases organizational performance. Recent,
similar studies have found that strategic planning, target setting, and performance
measurement have a positive role in improving service delivery (Boyne & Chen, 2007;
Hendrick, 2003; Hyndman & Eden, 2001; Walker & Boyne, 2006, Walker, Damanpour, &
Devece, 2011). Likewise, the majority of empirical studies lend support to the hypothesis that
management systems have a positive effect on organizational performance (Easton & Jarrell,
1998; Hendricks & Singhal, 1997, 2001; Rodgers & Hunter, 1991, 1992). Although cross-
sectional studies are much more common, two longitudinal studies that focused exclusively
in the public sector reported tangible gains in productivity (Poister & Harris, 1997; Walker &
Boyne, 2006). A case study of the implementation of TQM at the IRS, on the other hand,
noted a lack of demonstrated gains in productivity, though customer satisfaction was
increased (Mani, 1995). At least two other studies similarly reported that TQM had a limited

or negligible effect on an organization’s performance (Poister & Harris, 1996; Powell, 1995).
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Overview of the Study

Before discussing the measures used in addressing the research question, a review of
the subjects selected— roads agencies and youth programs—is appropriate. As Swiss (1992)
noted, a program can be said to have a clear technology when the inputs and processes can
consistently produce specific early, intermediate, and final outcomes. Hence, roads agencies
were selected because these agencies generally have a clear technology marked by explicit
and tightly connected relationships between inputs, processes, outputs, and results. For
example, while the processes used among local roads agencies may vary slightly, such as the
frequency of repair or the depth of asphalt coverage, the general measure of road quality is
essentially the same. Roads agencies frequently assess the condition of their roads with an
industry-specific piece of equipment that tests the smoothness of the road. With a clear
program technology and objective, along with a consistent measure of road quality, the
relationship between RBM and performance should be easily ascertained.

The relationship between inputs, processes, outputs, and results is much less clear for
youth programs, but proponents of RBM tools would argue that these tools would improve
agency performance for all types of programs. Therefore, such proponents would predict the
installation of RBM tools to have a positive impact on program outcomes such as teen
pregnancy. While the program technology is not as transparent, the measures included in teen
pregnancy data are objective, consistent, and standardized. It is important to note that youth
programs were chosen as a unit of analysis in order to compare an engineering-based
program with a social service-based program in the study, since the contrast of an

engineering program with very clear technologies and a social program with much less clear
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program technologies will help show the ways that different RBM tools perform differently

in different arenas.

Dependent Variables

The best way to measure organizational performance is a widely debated subject in
public management (Kelly & Swindell, 2002; Ostrom, 1973; Parks, 1984). Organizational
performance can be defined with internal and external measures, actual and perceived results,
or multidimensional constructs. In one study, 14 indicators of performance were identified
when trying to measure organizational performance in the public sector, including measures
such as effectiveness, efficiency, equity, and value for money (Boyne, 2002). Performance
measures that are external and archival have been viewed as the gold standard but are not
always readily available (Walker & Boyne, 2006). In this study, the possible improvement in
performance was assessed in two ways, first through managers’ reported perceptions of
performance improvement, and then through objective measures of the agency’s outputs and
outcomes.

Additionally, this study examined some subjective measures of performance by
asking managers how effective the components of RBM were at making improvements in
their organization. Managers were also asked how their organization compared to similar
organizations delivering the same services. Also, this study investigated some objective
measures of performance. For roads agencies, this included two objective output measures,
road quality and pothole repair, as well as a perceptual outcome measure, driver satisfaction.
For youth programs, this study focused on three objective outcome measures: teen pregnancy

data, low birth weight babies born to teen mothers, and infant mortality among teen mothers.
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Independent Variables

This study individually investigated four of the major components of results-based
management tools: strategic planning, performance measurement with target setting,
incentives (rewards), and process improvement tools. The study also examined how these
tools collectively affect organizational performance. In some cases, this study investigated
whether the completeness of a management tool had any result on perceived and objective
measures of effectiveness. For example, strategic planning completeness was assessed by
questions in the survey that asked if the agency included such planning components such as
long-range goals and environmental scans.

There were a second set of independent variables used in the study that dealt with the
same RBM tools but, rather than measuring the tools’ completeness, this set of independent
variables investigated how long the RBM tools had been being used in the organization. In
certain instances, these variables were also used to determine a composite score when
multiple questions assessed when organizations implemented various RBM tools. For
example, performance management duration was calculated by asking respondents how long
the agency had been gathering and using information on several specific types of

performance.

Contribution to Current Body of Knowledge

Empirical literature has demonstrated a link between management systems similar to,
and including, RBM and perceived results. For example, Berman, West, and Milakovich
(1994) published results stating that approximately three-quarters of state governments

reported undertaking TQM efforts, with perceived increases in productivity, quality, and
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customer satisfaction but only a modest improvement in cost reductions. Poister and Streib
(2005) examined the level of RBM implementation, or the level of sophistication of RBM
practices, in cities with populations over 25,000; they found that RBM practices were
associated with perceived achievement of goals and objectives. A similar study found that
nearly 85% of cities with populations over100, 000 used performance measures and that, in
general, 2 out of 3 local governments employed some form of performance measurement
(Folz, Abdelrazek, & Chung, 2009). To complement and contribute to existing data on RBM,
this study sought to determine how completely an organization has integrated RBM tools
along with how long they have been using RBM tools, and examined the relationship of these
factors to perceived organizational performance.

Performance management is widely assumed to be an effective strategy for improving
outcomes in the public sector, but relatively few studies test this assumption empirically (Sun
& Van Ryzin, 2012). Performance management (PM) is similar to RBM because it involves
using clear organizational goals; identifying targets and indicators to link those goals to
performance outcomes; and empowering employees to take action in order to achieve set
targets (Boyne, 2010; Jennings & Haist, 2004; Rainey & Ryu, 2004). Two recent studies
have examined performance management with notable findings. A 2012 study by Sun and
Van Ryzin researched the relationship between performance management, RBM tools, and
standardized test scores in New York City schools. Their results suggested that schools
which better implement performance management strategies and RBM tools do, in fact, have
a higher proportion of students who work at their grade level (Sun & Van Ryzin, 2012).

Similarly, a 2011 study conducted in British local governments focused on the impact of
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innovations in performance management on service delivery, and the authors concluded that
performance management had a direct and significant impact on organizational performance
(Walker et al., 2011). To supplement these findings, this research study examined how
completely an organization had integrated RBM tools and how long they had been using
them, and then related the data to the organization’s overall effectiveness at improving
performance. Moreover, current evidence-based research is heavily concentrated on New
York and Texas school districts and local jurisdictions in England (Andrews & Boyne,
2010). Thus, this research adds to the available data on the topic by comparing and
examining additional jurisdictions and service areas in the United States. In addition, this
research analyzed the effects of results-based management on the performance in roads
agencies and youth programs using a combination of objective measures, attempting to
discern the relationship between RBM and agency performance by gathering and analyzing
ICMA’s longitudinal performance data along with the cross-sectional, perceptual data
collected from manager surveys.

Additionally, this research examined how agencies are using the performance
measurement information they collect, an issue that many researchers have addressed. In
fact, researchers have proposed that the use of performance information remains one of the
most important, yet understudied areas of performance management (Moynihan & Pandey,
2010). Despite the fact that many governments have been quick to adopt strategic planning
and performance management measures, too often they fail to implement the other integral
components of RBM (Moynihan, 2006), such as using performance information. Moynihan

(2009) later contended that, while governments have devoted large amounts of resources to
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implementing performance management systems, they have not yet discovered how to use
the information. Even more, as Van Dooren and Van de Walle (2008) noted, although the
production of performance information has received prolific consideration in the available
literature, very little attention has been given to the actual use of the information. While not
the primary focus of this research, the survey questions in the study addressed the use of
additional RBM tools and solicited information about how often performance information is

reviewed and what specific areas of the organization are affected.

Application to Public Administration

The last three decades have been a period of intense reanalysis of government
practices—what government does—and how it might be done better. As a result, public
organizations at the national, state, and local levels are changing the way they do business to
enhance performance, improve productivity, and advocate customer service. Public managers
are being asked to further stretch already scarce resources because of frequent budget cuts
and hiring freezes. Organizations are often required to cover more programs or more clients
with fewer resources and smaller workforces. Public managers are charged with ensuring
their agencies operate effectively and efficiently, and RBM has become their management
strategy of choice (Hatton & Schroeder, 2007). A 2001 study of literature found that RBM
was the most frequently discussed topic among practicing professionals (Streib, Slotkin, &
Rivera, 2001), and its importance continues.

Given the dynamic political and institutional environment under which public

agencies operate, public managers need to know if the management tools they are using are
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effective. As such, this study is valuable to the field of public administration because it
directly addresses a question that is important to both practitioners and theorists: Does RBM
help agencies operate more effectively?

Finally this study examines roads agencies, engineering organizations with clear
program technologies, as well as youth programs with much less clear program technologies,
studying the contrast between the two programs in order to demonstrate where RBM tools

work differently and under what varying circumstances.

Preview of Upcoming Chapters

Chapter 2 reviews the most important research literature that underlies this study.
Chapter 3 discusses methodology and the operationalization of variables. Chapter 4 presents
the survey results and provides analysis for roads agencies. Chapter 5 presents the survey
results and provides analysis for youth programs, and also includes a section comparing the
similarities and differences in the findings between roads agencies and youth programs.

Finally, Chapter 6 includes a discussion of future research suggestions and a final summary.
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CHAPTER 2 : LITERATURE REVIEW

The purpose of this study is to address the research question, “Do results-based
management tools, either separately or combination, improve the performance of roads
agencies or a youth programs?” The possible improvement in performance was assessed in
two ways, first through managers’ reported perceptions of performance improvement, and
then through objective measures of the agency’s outputs and outcomes.

While this study examined results-based management tools collectively, it also sought
to individually investigate whether outcomes are also affected by the separate
implementation of the four major components of results-based management (RBM): strategic
planning, performance measurement with target setting, incentives (rewards), and process

improvement tools.

Theoretical Support

Goal theory is the primary basis for RBM and, therefore, for this research. Goal
theory, which is rooted in the scientific management movement, is often cited by those
arguing for evidence-based practices, because the efficacy of goal-based management
approaches is one of the most robust and replicable findings present in the psychological
literature. A literature review of both laboratory and field studies on the effect of goal-setting
when learning or performing a task revealed that 90% of those studies linked goals to
positive or partially positive results (Locke, Shaw, Saari, & Latham, 1981).

Goal theory asserts that goals affect an individual’s performance by focusing

attention and effort, and that goals are most likely to improve performance when they are
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specific, challenging, coupled with feedback ( performance measurement with targets), and
tied to rewards or incentives (Locke, 1980). In fact, research studies have demonstrated that
difficult, specific goals have a positive effect on performance (Mento, Steel, & Karren, 1987;
Tubbs,1986). Studies have also found an increase in organizational performance when
feedback was included with these difficult, specific goals (Mento et al., 1987). Thus, goal
theory would predict that organizations will perform better on measurable outcomes if they
first set broad agency goals with strategic planning, followed by establishing performance
targets while holding individuals accountable, and finally provided feedback by using
performance management techniques.

While the primary basis for RBM is goal theory, some of the specific tenets of RBM
are supported by additional theories. For example, the performance measurement tool of
RBM incorporates systems theory, which states that an open system, or organization, is
cyclical in nature with inputs, through-puts, and outputs (Katz & Kahn, 1978). The
organization renews itself from energy gained from the inputs, adjusts its course by using
feedback and through-puts, and strives to maximize outputs. Hence, systems theory would
predict that organizations that provide feedback through performance measurement will
perform better on measurable outcomes.

Expectancy theory asserts that individuals consider the consequences of their actions
and will only take action if the result is likely to be favorable (Mitchell, 1974). Expectancy
theory, then, predicts that organizations which offer rewards for goal attainment will have
better outcomes than organizations which do not, because the rewarded individuals would be

more encouraged to take actions that lead to attaining the organizations’ goals.
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Literature Review of Comprehensive Management Systems

Each of the management systems preceding RBM had a unique focus. For example,
management by objectives (MBO) focused on long-range planning and performance
measurement, but paid little attention to customer service. While total quality management
(TQM) included employee empowerment, teams, and continuous improvement in processes,
it emphasized process measures and satisfied customers instead of outcomes. The specific
RBM practices examined in this study include: strategic planning, performance
measurement, targets, incentives or rewards, and process improvement. Although the
empirical literature on RBM has grown some in recent years, it is nonetheless still nascent.
Therefore, when assessing the impact of RBM on performance, it is prudent to also include

studies related to both MBO and TQM, because they share many characteristics with RBM.

Studies of the Efficacy of MBO

Two large meta-analytic studies supported the positive impact of MBO on
organizational performance (Rodgers & Hunter, 1991, 1992). The first analysis reviewed 70
studies of both private and public organizations; of these, 68 organizations reported gains in
productivity, and only 2 studies reported a loss resulting from MBO implementation.
Notably, large standard deviations suggested the possibility of moderating variables, as 29
studies used ratio scale data to enable an analysis of management commitment. Results of the
meta-analysis showed that, when top-management commitment was high, the average gain in
productivity was 56%. When commitment was low, however, the average gain in
productivity was only 6%, a dramatic difference. The second study focused on government

organizations with productivity data before and after MBO implementation. All 30 public
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sector studies reported positive results. Among the 11 studies with gain estimates, the mean
gain in productivity was 58.0 percent. The current study also had a large standard deviation
of 43.2, suggesting that some firms would have found little or no productivity gain after

implementing MBO. In line with previous study findings as discussed above, organizations

had more productivity gain when top-management commitment was greater.

Studies of the Efficacy of TQM

In most organizations, TQM has been absorbed by newer management movements
such as RBM and, as a result, much of the research on TQM implementation occurred more
than a decade ago. Several early studies concluded that organizations saw little or no benefit
from TQM. One study concluded that the competitive advantage from TQM was not from its
ideology or particular tools such as quality training, process improvement, and
benchmarking; instead, intangible features of TQM like open culture, executive commitment,
and employee empowerment drove the success of organizations (Powell, 1995).

A case study of the IRS investigated the TQM effort initiated in 1986 and the
resulting effect on productivity and quality (Mani, 1995). The TQM program included: a
strategic plan; participation in quality teams; employee training; a customer focus; and
changes in organizational structure, teamwork, and promised cost savings. The author
examined the effect of TQM on inputs and outputs—for example, the average number of
personnel for the year (input) or the number of refunds issued (output)—and followed trends
in the measures from 1987 until 1990. The findings showed that TQM had no significant
impact on any input or output measures, perhaps because an impact from such a sweeping

change could not be observed in just three years. However, the IRS did see increased product
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satisfaction and decreased product dissatisfaction, both of which should be cited as outcome
measures of organizational performance.

Securing performance data from PennDOT, Poister and Harris (1996) conducted two
studies of TQM and productivity measures. The first study examined the impact of TQM on
quality and productivity measures, as well as several human resource measures, from the
Pennsylvania Agency of Transportation. With modest evidence and weak correlations, the
authors concluded that increased employee morale was the most substantial contribution
from TQM (Poister & Harris, 1996). However, a year later, using updated PennDOT data,
the researchers reexamined productivity measures among the same 67 