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BY GEOFFREY F. SEGAL AND ADAM B. SUMMERS 
 

Executive Summary 

 
ivic leaders bemoan the lack of attention or engagement citizens display toward municipal governance.  
Citizens remain unenergetic and removed from the level of government closest to them, often because 

they lack the simple knowledge of what government services have been provided and in what quantities, and 
are unable to determine such information from government documents.  Even today, most citizens would be 
hard pressed to determine how their tax dollars are being spent, and whether or not they are spent wisely.  
Most municipal documents serve internal purposes and do little to educate or assist the citizen.  It is no 
surprise then, that citizens have little trust or confidence in how governments spend their money. 
 
To improve the relationship between the governed and the governing, governments need to focus on better 
performance, more efficient government, and an informed citizenry.  Citizens want to know how effectively 
and efficiently their city delivers services.  To properly serve their citizens, governments need to make data 
available so that policymakers and citizens fully understand the array of results that can be accomplished 
through different levels of spending.  Citizens want to know what resources it takes to pick up the trash, fix 
the streets, and provide fire protection.  They want to know how their city stacks up against neighboring or 
similarly situated cities.  Do some cities use more or fewer resources than others?  Are there other 
management options that officials can use, like privatization or public-private partnerships?  Constrained 
budgets are forcing many governments to become more interested in improving productivity and answering 
these questions. 
 
What matters at the end of the day is what type and level of services are provided.  These areas, evidence 
suggests, can improve when organizations that focus on results and performance, broadly defined, develop 
budget systems that fund outcomes rather than inputs.  To accomplish this, spending needs to link measured 
results with funding levels and departments must be held accountable for outcomes.  An agency is thereby 
able to demonstrate its effectiveness in carrying out policy goals and efforts to improve performance by 
budgeting to focus on what citizens really want and need. 

C



 

Further improvement of government efficiency and effectiveness involves two essential management tools: 
strategic planning and performance measurement.  Widely used in the private sector, strategic planning is a 
powerful business tool that helps set priorities and allocate scarce resources.  Strategic planning looks ahead 
toward goals to be accomplished, while performance measurement looks back to see what was achieved.  
When used together they form a continuous process.  In essence, strategic planning defines the performance 
to be measured, while performance measurement provides the feedback loop that keeps the focus on target. 
 
When institutions are focused on inputs they have no reason to strive for better performance.  However, when 
they focus on outcomes, they seek improved performance.  When management becomes interested in 
performance and measurement, it sets a tone that success and performance are imperative, for what gets 
measured, gets done.  More importantly though, measurement allows policymakers to distinguish policy 
successes from policy failures. 
 
There are many reasons why performance measurement has become an essential management tool.  Some of 
them are: 

� Ability to focus on core missions and competencies; 

� Increased civic discourse and engagement; 

� Increased accountability and efficiency; 

� More effective mandates and quality controls; and 

� Informed policy discussions. 
 
Basically, the real power of performance measurement is the power to reform, as seen through the influence it 
has exerted on getting those in government to rethink what they do and how they do it.   
 
In order for performance-measurement systems to work, several different types of data need to be collected.  
In the absence of a single overriding metric such as earnings or shareholder value, governments and their 
citizens need to look at five different types of data to get the total picture.  The five main categories are: 

� Input indicators; 

� Output/Workload indicators; 

� Intermediate outcomes; 

� End outcome/Effectiveness indicators; and 

� Explanatory information. 
 
Emphasis on end outcomes forces the organization to focus there first and, going backward, derive all means 
for production or services from the desired result, as in the performance measurement model below. 
 

Performance Measurement Model 

Inputs Outputs Intermediate Outcomes  End Outcomes 

Amount of 
resources 
devoted to a 
program 
activity. 

Tabulation, calculation, 
or recording of activity 
or effort, expressed in a 
quantitative or 
qualitative manner. 

Direct influences and impact that 
the outputs of an agency has on 
short-term, leading indicators.  
These can be seen in changes in: 
1. Attitudes 
2. Behaviors 
3. Conditions 

Assessment of the results of 
a program activity compared 
to its intended purpose. 



 

 
Another critical element of government’s success is being receptive and responsive to the needs and wants of 
citizens.  Citizens, as the recipients of government services, can best identify which areas of government are 
functioning well and which areas need improvement.  They can also be instrumental in identifying how best 
to improve quality and efficiency.  To this end, surveying is a valuable and intricate tool available to 
policymakers. 
 
Citizens are demanding results—they want to know how their money is being spent, why it’s being spent that 
way, and how much they’re getting for their money.  Pressure has been thrust upon policymakers to 
continually strive for better, more efficient service delivery.  Strategic planning, performance-measurement 
budgeting and citizen surveys provide the framework for a government to be efficient, effective, and 
responsive to its citizenry.   
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Introduction 

ivic leaders bemoan the lack of attention or engagement citizens display toward municipal governance.  
Citizens remain unenergetic and removed from the level of government closest to them, often because 

they lack the simple knowledge of what government services have been provided and in what quantities, and 
are unable to determine such information from government documents.  Even today, most citizens would be 
hard pressed to determine how their tax dollars are being spent, and whether or not they are spent wisely.  
Too often public documents, which should answer these questions, are agency-centric and are not written with 
the citizen in mind.  While these documents serve an internal audience quite well, they do very little to 
educate or assist an external audience, including the citizen taxpayer.  It is no surprise then, that citizens have 
little trust or confidence in how governments spend their money.   
 
However, the 1990s changed the political and economic climate forever.   A political movement toward 
“government for results” gained attention throughout the decade.  Recently, the economy’s downturn coupled 
with technological advances and innovative breakthroughs are placing an increased emphasis on 
performance.1  Citizens’ frustration with government services has led to their demands for increased 
accountability.2  They are concerned with end outcomes: how their money is being spent and what level of 
service they’re getting for their tax dollars.  Citizens want to see progress toward an objective, that is, that the 
original purpose of the service is being realized.3 
 
Strategic planning and performance measurement have become essential management tools.  If nothing else, 
they allow public policymakers to properly communicate with their constituents.  Indeed, the 1949 federal 
Hoover Commission recommended adopting this standard “in order to produce a simpler, more 
understandable and more satisfactory budget document…[the budget] needs to be completely recast along the 
lines of work programs.”4  The proper use of performance measurement allows local governments to engage 
in vital interaction with their citizens.  It addresses and improves public confidence while maintaining the 
common goal of improving services.5 
 
Cities that embraced these concepts years ago provide valuable lessons in what to measure, how to measure, 
and how to effectively report results.  If widely adopted, strategic planning and performance measurement 
provide an opportunity for policymakers to effectively communicate with their citizens, make proper and 
accurate comparisons with other agencies and the private sector, conduct extensive program evaluation, and 
find the most efficient allocation of limited resources.  Often considered a pioneer in the movement, the city 
of San Diego suggests that: 

An important pillar in becoming the ‘First Great City of the 21st Century’ is the commitment to implement 
a continuous, systematic process for evaluating the quality and cost of services and products delivered by 
the city and comparing them with private and public industry leaders.6 

C
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Governments will benefit from opening their books, making them more attainable, more understandable, and 
more transparent to the average citizen, to the individual, and to businesses who both pay for and consume 
municipal services.  And open their books, they must.  Citizens are demanding the same level of performance 
and accountability from governments as they do from private companies.   
 
For governments to succeed in this environment they’ll have to rapidly adopt strategic planning, performance 
measurement, and citizen-education tenets—and the time to do this is now.  This guide will help not only to 
show the value and importance of strategic planning and performance measurement, but also to assist 
policymakers in developing their own initiatives. 
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Why Public Budgeting Needs 
Improvement 

Government is famous for its endless figures and forms.  To an outsider, it seems like an industry that pays 
an enormous amount of attention to numbers.  People in government are always counting something or 
churning out some statistical report.  But most of this counting is focused on inputs: how much is spent, 
how many are served, what service each person receives.  Very seldom does it focus on outcomes, on 
results. 

—David Osborne and Ted Gaebler, Reinventing Government  
 
 

s the quote above describes, traditional municipal budgeting has focused on line items and object codes 
rather than on programs and results.7  This exercise is overly focused on dollars.  While performance is 

an issue at budget time, it is almost never systematically examined.  Citizens want to know how effectively 
and efficiently their city delivers services.  What resources does it take to pick up the trash, fix the streets, or 
provide fire protection?  How does their city stack up against neighboring or similarly situated cities?  Do 
some cities use more or fewer resources than others?  Are there other management options that officials can 
use, like privatization or public-private partnerships? 
 
Indeed, there is “a growing frustration among taxpayers that they don’t know what they’re getting for their 
money.”8  This realization led to the passage of The Government Performance and Results Act of 1993 
(GPRA).  GPRA created a new framework for more effective planning, budgeting, program evaluation, and 
fiscal accountability.  Clearly, GPRA is an attempt to improve public confidence and performance of 
government agencies, yet it is a federal law that only applies to the federal government. 
     
An era of constrained budgets has forced governments to become more interested in improving productivity 
in order to provide services of higher quality or quantity with the same level of resources.  In an effort to 
provide the kind of customer service citizens expect, local governments are learning that the bottom line does 
not focus only on quantity, but also on service delivery—that is, quality, efficiency, timeliness, accuracy, 
accessibility, and professionalism.   
 
Organizations that focus on results and performance, broadly defined, need to develop budget systems that 
fund outcomes rather than inputs.9  Spending needs to link measured results with funding levels and 
departments must be held accountable for outcomes.  Also, governments need to make data available so that 
policymakers and citizens fully understand the array of results that can be accomplished through different 

A
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levels of spending.10  Such a system retains 
accountability, but shifts it toward concrete outcome and 
output measures. 
 
The evidence suggests that the best approach to 
budgeting is to focus on what citizens really want and 
need, as a demonstration of the effectiveness of the 
agency in carrying out policy goals and efforts to 
improve performance.  What matters at the end of the day 
is what services are provided, not how much cash they 
absorb.11  Accordingly, the focus should ultimately be on 
results rather than dollars spent.  Benchmarking agency 
performance over time, against other departments and 
against private firms, lends itself to easy understanding 
and evaluation by citizens.   
 
Performance goals and measures play a vital role in 
public budgeting.  They are powerful tools that can lead 
to the efficient and effective provision of public programs and services.  By providing program managers and 
employees with what they are expected to achieve and how well they are doing, they paint a more realistic 
and accurate picture of agency performance.  Most importantly though, citizens are given the means to 
evaluate, understand, and participate in their government. 
 
 

What Is Performance Budgeting? 
 

Performance budgeting is an exercise that “costs out” various activities that attempt to achieve an 
end outcome.  It enables the correlation of results to expenditures.  There are three components of 
performance budgeting: the result (end outcome), the strategy (ways to achieve the end outcome), and 
activity/outputs (what is actually done in order to achieve the end outcome).  Performance budgeting 
establishes a link between the rationales for specific activities and the end outcome results.  Note that the 
result is not costed out, but the individual activities or outputs are.  This information enables policymakers 
to determine what activities are cost-effective in reaching their end outcome.    

 
 
 

 
 

Budgeting Focus: Current vs. GPRA 
Methods 
 

Current 
� Inputs (full-time equivalent or “FTE,” $) 
� Process 
� Compliance 
� Management Control 
 

GPRA 
� Outputs/Outcomes 
� Results 
� Performance 
� Management Improvement 
 
Source:www.financenet.gov/financenet/fed/cfo/gpra/ 
slides/toolkit/tsld010.htm 
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Strategic Planning:  The First Step  

 

A. What It Is 
 
Policymakers are faced with tough decisions every day.  They rely on established priorities to assist their 
deliberative process.  Similarly, the first step in a performance measurement initiative involves strategic 
planning.  Governments need to know why they provide a service, at what level they are providing it, and at 
what level they want to be providing it.  In essence, before a government can determine where it wants to go, 
it first needs to determine where it is.  This ensures that its long-term goals and mission are properly 
articulated.  “Strategic planning is a process in which an organization takes a fresh look at its mission and 
how to best meet that mission, and assesses the likely future environment and needs for service.”12  Thinking 
in this way helps determine how current activities affect future objectives. 
 
The private sector has long utilized strategic planning as a powerful business tool, helping firms to set 
priorities and allocate scarce resources, and relying on the market for valuable feedback.  Unlike businesses, 
governments cannot rely on the market for information.  However, all is not lost.  Indeed, governments can 
still emulate the results-driven process by building a feedback loop to close the gap between planning and 
performance. 
 
Continual performance measurement and analysis, coupled with strategic planning, complete the necessary 
framework for governing-for-results to work.  “Strategic planning looks ahead toward goals to be 
accomplished; performance measurement looks back to see what was achieved—used together, they form a 
continuous process” (see Figure 1).13  In essence, strategic planning defines the performance to be measured, 
while performance measurement provides the feedback that keeps the focus on target. 
 

 
Figure 1: Continuous Process of Planning and Measurement 

 
 

Strategic Planning Performance Measurement
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Once feedback is processed, one of strategic planning’s most important attributes comes to light.  The 
information gathered can be used to re-think service-delivery approaches and innovate.14  Feedback provides 
data to policymakers to “re-assess priorities as conditions change instead of merely duplicating the past.”15 
 

B. How To Use It 
 
Every strategic plan should cover multiple years and be focused on long-term goals and priorities.  The Urban 
Institute, in Making Results-based State Government Work, reports that a minimum of three years should be 
built into a strategic plan.16  Most cities already have experience with multi-year planning documents.  Too 
often, however, a five or 25-year general plan is adopted, never to be reexamined.  Since priorities will often 
shift during the life of a traditional strategic plan, it needs to be flexible and adaptable to changing times.  
Policymakers cannot be static and must be willing to reevaluate the purpose, mission, and goals of a plan or 
initiative.  For strategic planning and performance measurement to work, information needs to be constantly 
gathered and analyzed.  In so doing, agencies and governments can provide valuable information about how 
the current strategies are, or are not, working.17  Where the existing system falls short, officials will need to 
examine alternate methods of service delivery, including, but not limited to, public-private partnerships, 
contracting for service, divestiture, competition programs, and reengineering.  
 
 
 
 
 

Figure 2: Strategic Management Model 

 MMiissssiioonn  

  
OOuuttccoommee  GGooaallss  

  
SSttrraatteeggyy  

  
PPrrooggrraamm  AAlliiggnnmmeenntt    

  
BBuuddggeett  AAlliiggnnmmeenntt

 

Developing a strategic management model is a top-
down process.  The department sets goals and level 
of service, i.e., what it wants to achieve, and 
determines the strategies it will focus on in 
achieving those goals.  During the budget process, 
the departments align their “plan” to the citywide 
view.  The departments’ budget requests become a 
mere costing out of the strategic plan.  �

 

Best-run City in the World Utilizes 
Management Tools 

 
Christchurch, New Zealand was honored by 
Governing as the best-run city in the world in 
October 2001.   

Much of Christchurch’s success is based upon its 
extensive use of state-of-the-art management tools.  
To start, the city’s Strategic Statement is a highly 
accessible report, outlining current projects and 
future goals.  Budgets are based on performance 
goals and “outputs.” 

Policymakers were also quick to adopt accrual-
based accounting to show the true cost of a project, 
including depreciation and maintenance.   

Christchurch’s reforms were part of a larger national 
movement in New Zealand.  Nonetheless, the results 
that have been generated are worthy of praise. 

  

Source: Jonathan Walters, “Urban Role Model,” 
Governing, October 2001, pp. 19-24. 
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How to Develop a Strategic Plan 
The following delineates seven basic principles that each strategic plan should include: 
 

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

programs operate. 
4. Identification of the latest available baseline values for each outcome indicator. 
5. Examination of alternatives and practical options for achieving outcomes, including the current service 

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

of the out-year values for each outcome indicator and the costs included in the plan. 
7. Creation of a process for obtaining input from city departments, customers, employees, and interest 

groups. 
 

Source: Liner, et al. “Making Results-based State Government Work,” p. 8. 
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A Primer to Performance Measurement 

 

What I’ve noticed about bureaucratic programs is that for all their rules and red tape, they keep very little 
track of what actually happens to the people they’re servicing.  If that’s built in from the beginning—if you 
keep track of results—you can dispense with a lot of red tape. 

—Tom Fulton, President of the Minneapolis/St. Paul Family Housing Fund18 
 
 

hen institutions are focused on inputs they have no reason to strive for better performance.  However, 
when they focus on outcomes, they seek improved performance.  When management becomes 

interested in performance and measurement, it sets a tone that success and performance are imperative, for 
“what gets measured gets done.”19  The simple act of defining performance and goals focuses an entire 
organization on achievement and success.  More importantly though, measurement allows policymakers to 
distinguish between policy successes and policy failures.  Without this structure, organizations would not be 
able to learn from their past achievements and errors.20   
 
Emphasis on end outcomes forces the organization to focus there first and, going backward, derive all means 
for production or services from the desired result, as in the performance measurement model below. 
 

Figure 3: Performance Measurement Model 

Inputs Outputs Intermediate Outcomes  End Outcomes 

Amount of 
resources 
devoted to a 
program 
activity. 

Tabulation, calculation, 
or recording of activity 
or effort, expressed in a 
quantitative or 
qualitative manner. 

Direct influences and impact that 
the outputs of an agency has on 
short-term, leading indicators.  
These can be seen in changes in: 
4. Attitudes 
5. Behaviors 
6. Conditions 

Assessment of the results of 
a program activity compared 
to its intended purpose. 

 
 
 
 
 
 

W
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A Performance Leader: Sunnyvale, CA 
 

City leaders began to experiment with performance measurement in the mid 1970s.  Their system includes 
a 20-year strategic plan, a 10-year financial plan, a two-year performance budget, annual evaluations, and 
performance-based compensation. 

Managers measure the quantity, quality, and cost of every service they deliver, but the council no longer 
votes on line items.  Now it votes on service levels.  It defines what expectations and improvements are to 
be made in the course of a year.  Reevaluation at the end of the year determines how well the agency did 
in achieving its goals. 

Between 1984-85 and 1993-94, Sunnyvale recorded a 44 percent improvement in worker productivity and 
a 38 percent improvement in the cost of providing services. 

Source: State of California, Little Hoover Commission and Osborne and Gaebler, Reinventing Government. 

 

 
Measurement allows for the creation of benchmarks 
(service-delivery levels), which agencies strive to 
improve upon or meet.  Continual measurement allows 
them to make comparisons with previous years, similar 
jurisdictions, and private-sector performance, enabling 
them to see if targets or goals were met. 21  These 
comparisons will also allow policymakers to discover 
if applicable practices from other organizations can be 
transferred to their organization,22 and identify where 
outsourcing could improve efficiency and service 
delivery.  
 
There are many reasons why performance 
measurement has become an essential management 
tool, and policymakers have identified many uses and 
reasons for adopting performance measurement.  Each contributes in its own way, but is equally critical to 
management success.  Beyond the benefits already mentioned, agencies that adopt performance measurement 
can expect to receive the following benefits:23 

� Ability to focus on core missions and competencies.  Data and information will enable agencies to 
reexamine the services they deliver.  Comparisons between other agencies or companies will improve 
resource-allocation decisions and effectiveness.   

� Increased civic discourse and engagement.  To become engaged, the citizenry must be informed.  
Having specific data makes public participation and deliberation easier and more useful.  Public 
discourse improves the identification of community goals and priorities among competing and limited 
resources.   

� Increased accountability and efficiency.  An emphasis on results will ultimately improve processes and 
the way governments work.  Eventually governments will seek the most efficient allocation of resources 
as responsibility is fostered on the part of managers. 

Another Perspective… 

Warning—performance measurement is not 
perfect.  In fact, creating targets creates perverse 
incentives.  Knowing that their performance will be 
measured against the target, agencies may 
become innovative—in the wrong way—to find 
ingenious ways to meet their targets.  

To combat such misdirection of effort, 
governments should focus more on transparency 
than on targets.   

Source: ”Missing the Point,” The Economist, April 28, 
2001, p. 22. 
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� More effective mandates and quality controls.  The ability to measure the relative changes in service 
delivery makes it possible to determine the likely success of meeting a mandated service level.  A focus 
on results and accountability also makes it easier to ensure a high quality of services provided.      

� Informed policy discussions.  Evaluation of performance information can yield valuable insights into 
policy successes and failures and guide examination of alternate strategies.   

 
Basically, the real power of performance measurement is the power to reform, as seen through the influence it 
has “exerted on getting those in government to rethink what they do and how they do it.”24  It is moving 
people from being reactive to proactive.  Performance measurement has become the foundation for change 
and improvement in the effectiveness and efficiency of local government services, “in order to make the 
community a better place to live and work.”25  
 
In order for performance measurement systems to work, several different types of data need to be collected.  
In the absence of a single overriding metric such as earnings or shareholder value, governments and their 
citizens need to look at five different types of data to get the total picture.  The five main categories of data 
are:26  

� Input Indicators.  These are measures that are designed to report the amount of resources, either 
financial or other (especially personnel), that have been used for a specific service or program.  
Typically, traditional budgeting defines allocations of inputs. 

� Output/Workload Indicators.  These indicators report units produced or services provided by a 
program. Workload measures indicate the amount of work performed or the amount of services provided.    

� Intermediate Outcomes.  These measures track the key strategies or pre-cursor ingredients necessary to 
achieve the bottom-line result the program seeks.  They are designed to track the short-term, leading 
impact of policies, strategies, and initiatives on attitudes, behaviors and conditions that are impeding 
achievement of the bottom-line results.   In many cases, intermediate outcomes can be used to track 
efficiencies and cost effectiveness of program activities.  Efficiency indicators can calculate cost-per 
output and correlate the impact of those outputs on intermediate outcomes, providing a measure of 
efficiency. 

� End Outcome/Effectiveness Indicators.  This is the bottom-line result—what the agency is trying to 
achieve.  These measures highlight the result of agency programs (outputs and the associated 
intermediate outcome impact) on bottom-line results produced. 

� Explanatory Information.  This includes the range of data that are relevant to, and have impact on, 
service performance.  These data provide context within a service area and give program managers an 
opportunity to explain the performance level and any possible extenuating circumstances.  The primary 
purpose is to give policymakers and citizens a better perspective on what happened.27 

 
The benefits of reform are widely acknowledged and accepted.  They leave little room to argue that public 
budgeting and reporting don’t need improving.  Policymakers need to understand the value and importance of 
these reforms, and why adopting these principles will improve the business of governance.  While the costs of 
establishing performance measurement systems can be high, in terms of staff time and dollar expenditures, the 
long-term benefits should outweigh the initial up-front costs. 
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Portland Service Efforts and Accomplishments (SEA) Reports 
 

SEA reporting began in Portland in the late 1980s.   The first report was published for FY 1989-90.  The 
report focuses on the spending and staffing, workload, and results of the city’s major public services.  It 
also includes the results from an annual citizen survey. 

The format is concise, clear, and consistent for each reported service.  Operating departments do use SEA 
for internal management although there is no formal link between SEA and the budget.   

Portland uses SEA to communicate with citizens for budget discussions.  SEA helps highlight trade-offs in 
service delivery; for example, do you want 10 new police officers or a new park? 

Portland’s SEA 1999-00 report is available at: 
http://www.ci.portland.or.us/auditor/audser/htm/summary270.htm 

Source: Pat Dusenbury, Blaine Liner, and Elisa Vinson, States, Citizens, and Local Performance Management, 
(Washington D.C.: The Urban Institute, September 2000), p. 25. 
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The Citizen Survey Instrument: What it 
is and How it Can Improve Decision-
making 

ood government requires that governments be receptive of, and responsive to, the needs and wants of 
their citizens.  Although elections in themselves reveal some citizen preferences, they do not always 

paint an accurate picture.  An important component of government-for-results is the input of citizens, which 
governments often fail to seek.  Citizens, as the recipients of government services, can best identify which 
areas of government are functioning well and which areas need improvement.  They can also be instrumental 
in identifying how best to improve quality and efficiency.  To this end, surveying is a valuable and intricate 
tool available to policymakers.   
 
Surveys are used to gauge, among other things, the general quality of life, satisfaction with city services, 
communication between citizens and government personnel, and public sentiment of issues that are currently 
facing the community.  Furthermore, they inform policymakers not only of successes and dilemmas facing 
government agencies, but also offer some insight as to the magnitude of these achievements and problems as 
well.  Encouraging constructive suggestions from participants not only provides valuable information 
regarding satisfaction levels with current services, but also supplies agencies with suggestions for how to 
improve services and meet community goals. 
 

A. Identifying Priorities 
 
Survey responses have the dual impact of clarifying direction and improving responsiveness to the needs and 
desires of citizens.  Surveys give citizens a forum, a voice, to express their opinions and rank the city’s 
performance in key service areas.  After identifying citizens’ priorities, policymakers should make certain that 
department goals or priorities properly match citizen desires.28  Since public sentiment does change, agencies 
must remain flexible, continually seeking citizen feedback to maintain focus and responsiveness to citizen 
concerns and wants. 
 
Survey information should be used to determine priorities.  After establishing priorities consistent with public 
sentiment, the task of implementing strategies to reach departmental goals begins.   
 

G
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B. Asking the Right Questions 
 
The success and value of citizen surveys depend on asking the right questions.  General questions are good 
for obtaining general information.  Citizen perceptions of the overall quality of life within a city and general 
satisfaction with city services are important, and the data collected from asking these questions are useful in 
conducting trend analysis of city performance over the years.29   
 
However, general questions do not provide information on why problems exist or how they should be 
addressed.  Thus, it is important to not only ask questions about the perceived quality of service, but also how 
valuable a service is and how it can be improved.  This helps identify the relative worth of a public service.    
 

C. Problems and Cautionary Notes 
 
Even though surveys reveal a great deal of information about citizens and their preferences for city services, 
they are not without their flaws.  To some degree, the quality of information depends on the quantity of 
information.  Governments must obtain a large enough response rate to assure validity of the responses and 
justify their use as a barometer for the community.  Citizens may possess poor information about the costs of 
providing services and thus have less ability to evaluate them or compare them against other services or 
service levels.   
 

D. Case Study: Survey Instruments and the City of Phoenix, Arizona 
 

Phoenix, Arizona has demonstrated superior ability in conducting both citizen and internal surveys and using 
the information gained to manifest results.  Response rates to citizen surveys are consistently high, providing 
maximum information to the city and enabling it to engage in constant comparison of department goals to 
citizen satisfaction rates.  The city also conducts an employee survey to identify concerns and thoughts of the 
workforce.   
 
Both surveys are conducted using statistically valid sampling techniques.  The employee survey is mailed to 
all city employees, with a 45 percent response rate, providing a confidence level of 95 percent, plus or minus 
1 percent.  Cecile Pettle, Phoenix’s Budget and Research Director, offers some insights from Phoenix’s 
experiences with the use of survey techniques:30 
 
 

Q:  Which practices of other municipalities or of private organizations, if any, were used in the 
development of Phoenix's survey techniques? 

A:  The use of survey techniques grew out of the quality movement of the early 1990s and the private 
sector’s use of surveys to gauge customer satisfaction.  Our surveys have evolved from simple 
instruments to our current more formal format but work still remains.  We have not yet fully developed the 
potential of benchmarking and have not yet fully educated our departments in how useful benchmarking 
can be. 
 
 
Q:  How often do you conduct surveys? 

A:  Every two years, an outside contractor conducts a formal, statistically valid citizen satisfaction survey.  
In the "off" years, an employee satisfaction survey is conducted. 
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Q:  How are questions formulated for the survey? 

A:  To provide for good multi-year comparisons, a core set of questions is always used, although 
management and elected officials have the opportunity to suggest topics for other questions in order to 
deal with current issues and problems.  The questions, however, are worded by the consultant to ensure 
they are valid and measuring what we think we're measuring. 
 
 
Q:  How have performance measures been used to evaluate the success of public transit and policing 
programs and services in the past?  Will they continue to be used in the same manner in the future? 

A:  Performance measures have evolved over the years.  Police service measures used to be input/output 
related, such as how many police officers per capita were authorized.  We still use input and output 
measures (primarily because of citizen questions), but now we also collect and publish clearance rates and 
the rate at which cases are accepted by the county attorney.  This has put more public focus on the reason 
for police work—to reduce the occurrence of crime. 

Emphasis has been placed on customer satisfaction.  Are people treated with respect?  Are 
communications good?  These customer satisfaction measures help with community-based policing and 
help the community to feel involved with policing.  The community becomes part of helping to reduce 
crime. 

In the past, the measures we used for the transit system were so rudimentary that our performance 
measures focused only on inputs and outputs.  There was no sense in measuring customer satisfaction.  
The system was completely inadequate, and we knew it.  However, we have begun to use customer 
satisfaction measures and citizen processes in developing strategic transit plans. 
 
 
Q:  How long did it take to develop the current survey process? 

A:  Roughly 10 years, especially if you include the time it has taken to change our working culture to instill 
a focus on customer satisfaction. 
 
 
Q:  How much citizen input is sought, and how often? 

A:  Constantly.   We have many kinds of citizen input.  For example, bond committees, citizen transit 
commissions, parks boards, senior boards, youth boards, and over 800 neighborhood associations all have 
access to the city and their input is actively sought.  We do also fairly frequently use formal citizen focus 
groups with structured decision-making techniques.  
 
 
Q:  Do satisfaction levels factor into manager or employee compensation or bonus awards? 

A:  Absolutely, especially for executive and middle managers, although all city employees have customer 
satisfaction taken into consideration during their performance reviews. 
 
 
Q:  Phoenix also uses surveys to assess internal operation and performance (Employee Opinion Survey and 
the Government Performance Project Survey).  How are these survey instruments created?   

A:  Our city auditor department helps other departments develop many of the survey instruments used and 
helps them interpret the results.  The questions used in our citizen survey and our employee survey are 
developed by an independent contractor to ensure they are using valid questions. 
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Q:  In the “Managing for Results” section of the Government Performance Project Survey Responses, 
public transit and violent crime were noted as areas providing challenges for the city.  The report mentions 
a citizen-driven transit plan to address problems with public transportation.  How will Phoenix involve 
citizens in the planning, decision-making, and implementation of the plan?   

 

A:  Phoenix plans to address the problem by establishing a citizens committee of 600 to 1,000 members, 
conducting focus groups, conducting meetings in all council districts, and aiding in the establishment of a 
steering committee.  These measures will ensure community participation and will likely lead to a desirable 
and acceptable outcome. 

As for policing services, citizen satisfaction surveys continue to reveal that violent crime is a major 
concern for citizens, despite data that demonstrate reductions in the rate of violent crime every year since 
1996.  The police department hopes to continue this trend through the use of community-based policing 
programs and other shared efforts. 

 

 
 
Citizen surveys allow government agencies to determine relative priorities from their citizens.  Correlating 
this information with performance data can identify areas where resources can be freed up, where attention 
needs to be focused, and priorities reexamined.  The model in Figure 4 below illustrates that it is critical to 
ask about satisfaction and importance.  This helps put priorities inline with resource allocation. 
 

How to read the chart: 
 

Proven Success - A (Top 
Right): performance is high, 
and the citizens want it.  “You 
have identified what the 
citizens want and you’re good 
at it.” 
 

Attention Needed - B  (Top 
Left): performance is low, 
citizens desire service.   More 
attention needs to be focused 
to better align perfor-mance 
with citizen wants/needs.  This 
may be a good area to open to 
competition or outsourcing to 
improve quality and 
performance. 

Resources Available - C  (Bottom Right): performance is high, but citizens don’t care.  Resources should 
be shifted from this unwanted service to areas better aligned with citizen priorities. 
 
Exit Opportunity - D  (Bottom Left): performance is low, and citizens don’t want the service.  This situation 
presents an “exit opportunity” for the government to get out of providing the service, ultimately saving 
money and freeing up resources to be dedicated to services better aligned with citizen priorities. 

Performance
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P a r t  6   

How to Implement: Determining What 
to Measure and How to Use the 
Information Effectively 

or any government-for-results initiative to be successful, relevant information and data on budget 
priorities, performance and achievements, and outcomes must be widely accessible in a user-friendly 

format.  Central to this is the actual data collection.  After all, data collection and reporting are providing the 
basis for long- and short-term programming.   
 
For performance information to be effective, it is essential that outcome data not be aggregated.  Aggregated 
information may prove effective to achieve broad goals, but it gives little or no information about a specific 
program’s performance.  While aggregated data can be misleading, non-aggregated data will “enable 
managers to assess where progress is being achieved and where problems exist…so that attention can be 
devoted to lower-performing areas.”31  
 
 

11 Ways to Use Performance Information Effectively 
 

1. To respond to elected officials’ and the public’s demands for accountability. 

2. To help formulate and justify budget requests and policy choices. 

3. To help in resource allocation decisions. 

4. To raise questions as to why outcomes are not meeting expectations and to trigger in-depth 
examinations of why performance problems (or successes) exist. 

5. To help motivate personnel to continue program improvements. 

6. To formulate and monitor the performance of contractors and grantees (performance contracting). 

7. To provide data for ad hoc, in-depth program evaluations. 

8. To support strategic and other long-term planning efforts (by providing baseline information and 
subsequent tracking of progress toward long-term goals). 

9. To help identify “best practices.” 

10. To communicate better with the public and to build public trust. 

11. Above all, to help provide better and more efficient services to the public. 

     Source: Liner et.al., “Making Results-based State Government Work,” p. 46. 

F
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To this end, feedback must be provided constantly or frequently.32  Yearly reports do not provide managers 
and citizens enough information.  Performance reports, at the very least, should be produced quarterly—a feat 
that several government agencies already achieve.33  Furthermore, the sophistication of the collection and 
reporting mechanism will make it easier to produce reports on a timelier basis, perhaps monthly. 
 
Measures should be taken directly from the strategic plan and should focus the organization’s efforts to meet 
its goals.  Ultimately, measures should be clear, comprehensible, understandable, results-orientated, useful, 
valid, verifiable, and accurate.34  Each agency providing a service should assist in the creation of the 
performance metrics used to evaluate performance.35  When creating and selecting performance measures, it 
is critical to be selective, as too much data can have the same effect as no data.  Overburdening or difficult-to-
understand statistics make it extremely hard to get people to pay attention.36 
 
The importance of determining which metrics to measure is paramount.  Since actual service delivery varies 
widely, it is impossible to list every potential metric.  Rather, we have identified some of the most common 
and important metrics for each service area, as well as the rationale for using them.37   
 

Table 1: Building Maintenance  

Inputs: 
� Total operating expenditures 
� Total capital expenditures 
� Total full-time equivalent (FTEs) 
 

Rationale: 
� Provides information on funds and labor resources 

used to provide services 
 
 

Outputs: 
� Total square footage maintained  
� Total number of buildings maintained 
 

Rationale: 
� Provides a measure of workload and activity level 
 
 

Intermediate Outcomes: 
� Percent of infrastructure improvement completed 

on schedule 
� Percent of preventative maintenance completed on 

schedule 
� Average response time for non-emergency repairs 
� Average response time for emergency repairs  
� Average time spent per work order 
� Average cost per maintenance request (by 

category) 
� Average maintenance cost per square foot 

 

Rationale: 
� Attempts to track progress in effecting the 

changes necessary to produce the end outcome 
(include efficiency measures) 

End Outcomes: 
� Quantitative Measure: Employee satisfaction 

survey 
� Qualitative Measure: Condition of buildings 

(qualitative survey measure) 
 

Rationale: 
� The bottom-line result the program desires to 

achieve. 

 



 18        Reason Public Policy Institute 

 Emergency Medical Services  

Inputs: 
� Total operating expenditures 
� Total capital expenditures 
� Total full-time equivalent (FTEs) 

Rationale: 
� Provides information on funds and labor resources 

used to provide services 

 
Outputs: 
� Size of area served 
� Total number of responses 
� Number of education programs/participants 

Rationale: 
� Provides a measure of workload and activity level 

 

Intermediate Outcomes: 
� Expenditure per capita 
� Average response time  
� Cost per response  
� Population served 

Rationale: 
� Attempts to track progress in effecting the 

changes necessary to produce the end outcome 
(include efficiency measures) 

 

End Outcomes: 
� Quantitative Measure: Citizen satisfaction rating  
� Quantitative Measure: Resuscitation success rate 

Rationale: 
� The bottom-line result the program desires to 

achieve. 

 

Fire Services38  

Inputs: 

� Total operating expenditures 
� Total capital expenditures 
� Total full-time equivalent (FTEs) 
� Total volunteer hours (FTEs) 
� Total property value within city limits 

Rationale: 

� Provides information on funds and labor resources 
used to provide services 

 

Outputs: 

� Population served 
� Size of area served 
� Total number of responses 
� Number of fire inspections performed 
� Number of fire investigations conducted 
� Number of educational programs/participants 

Rationale: 

� Provides a measure of workload and activity level 
 

Intermediate Outcomes: 

� Expenditure per capita 
� Expenditures per $100,000 of property protected 
� Average response time 

Rationale: 

� Attempts to track progress in effecting the 
changes necessary to produce the end outcome. 

End Outcomes: 

� Quantitative Measure: Citizen satisfaction rating 
� Quantitative Measure: ISO Fire insurance rating 
� Quantitative Measure: Total estimated fire dollar loss  
� Quantitative Measure: Total fire related deaths and 

injuries 

Rationale: 

� Assesses citizen satisfaction and concern; 
provides an outside measure of overall fire risk; 
attempts to quantify success (or failure) of efforts 
to minimize property loss, death, and injury due to 
fire—the bottom-line result the program desires to 
achieve. 
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Fleet Management  

Inputs: 

� Total operating expenditures 
� Total capital expenditures 
� Total full-time equivalent (FTEs) 

Rationale: 

� Provides information on funds and labor resources 
used to provide services 

Outputs: 

� Total number of vehicles maintained 
� Average miles/use of vehicle 
� Average breakdown of vehicle types 

Rationale: 

� Provides a measure of workload and activity level 

Intermediate Outcomes: 

� Average cost per maintenance request 
� Average maintenance cost per vehicle 
� Average cost per mile 
� Average time spent per work order 

Rationale: 

� Attempts to track progress in effecting the 
changes necessary to produce the end outcome. 

End Outcomes: 

� Quantitative Measure: Average percentage of 
vehicle fleet availability 

� Qualitative Measure: Condition of fleet 

Rationale: 

� The bottom-line result the program desires to 
achieve. 

 

Library Services  

Inputs: 

� Total operating expenditures 
� Total capital expenditures 
� Total full-time equivalent (FTEs) 
� Total volunteer hours  
� Number of branches 

Rationale: 

� Provides information on funds and labor resources 
used to provide services 

 

Outputs: 

� Total circulation (number of volumes) 
� Total registrations 
� Total operating hours 

Rationale: 

� Provides a measure of workload and activity level 
 
 

Intermediate Outcomes: 

� Collection turnover ratio 
� Fine-collection percentage 
� Average cost per registration 
� Average cost per visitor 
� Average cost per volume 

Rationale: 

� Attempts to track progress in effecting the 
changes necessary to produce the end outcome. 

 

End Outcomes: 

� Quantitative Measure: Total visits 
� Qualitative Measure: Customer satisfaction 

Rationale: 

� The bottom-line result the program desires to 
achieve. 

 
 



 20        Reason Public Policy Institute 

Parks and Recreation39  

Inputs: 
� Total operating expenditures 
� Total capital expenditures 
� Total full-time equivalent (FTEs) 
� Total volunteer hours  

Rationale: 
� Provides information on funds and labor resources 

used to provide services 

Outputs: 
� Number of parks 
� Total park acreage 
� Total number of recreational and educational 

activities  
� Total operating hours 

Rationale: 
� Provides a measure of workload and activity level 

Intermediate Outcomes: 
� Average cost per user 
� Average cost per hour of operation 
� Revenue generated from recreational and 

educational activities 

Rationale: 
� Attempts to track progress in effecting the 

changes necessary to produce the end outcome. 

End Outcomes: 
� Quantitative Measure: Total number of visitors 
� Qualitative Measure: Citizen satisfaction rating 
� Qualitative Measure: Functionality of facilities  

Rationale: 
� The bottom-line result the program desires to 

achieve. 

 

Police40  

Inputs: 
� Number of sworn officers 
� Number of non-sworn officers 
� Total man-hours utilized 
� Total operating expenditures 
� Total capital expenditures 
� Total volunteer hours 

Rationale: 
� Provides information on funds and labor resources 

used to provide services 
 

Outputs: 
� Population served 
� Size of area served 
� Total hours spent on patrol (regular and overtime) 
� Total crimes investigated 
� Population of jurisdiction 
� Size of jurisdiction 
� Number of arrests 
� Number of citations issued 

 

Rationale: 
� Provides a measure of workload, amount of 

service provided, and activity level 
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Intermediate Outcomes: 
� Average response time (emergency/non-

emergency) 
� Average number of cases per officer 
� Citation collection percentage  
� Average cost per response 
� Percentage of citations collected 
� Personnel hours per crime cleared 

Rationale: 
� Attempts to track progress in effecting the 

changes necessary to produce the end outcome. 
 
 

End Outcomes: 
� Qualitative Measure: Citizen satisfaction rating  
� Quantitative Measure: Value of property lost to 

crime 
� Quantitative Measure: Crime clearance rate 
� Quantitative Measure: Universal crime index  

Rationale: 
� Assesses citizen satisfaction and concern; 

provides an outside measure of overall crime rate; 
attempts to quantify success (or failure) of efforts 
to minimize property loss, death, and injury due to 
crime—the bottom-line result the program desires 
to achieve. 

 

Solid Waste41  

Inputs: 

� Total operating expenditures 
� Total capital expenditures 
� Total full-time equivalent (FTEs) 

Rationale: 

� Provides information on funds and labor 
resources used to provide services 

 

Outputs: 

� Number of customers served 
(residential/commercial) 

� Tons of waste collected/disposed 

Rationale: 

� Provides a measure of workload and activity 
level 

Intermediate Outcomes: 

� Percentage of scheduled collections missed 
(residential/commercial) 

� Average response time to service requests 
� Number of complaints 
� Cost per ton 
� Cost per customer served (residential/commercial) 
� Tons collected/disposed per FTE 

Rationale: 

� Attempts to track progress in effecting the 
changes necessary to produce the end outcome 

End Outcomes: 

� Qualitative Measure: Average customer satisfaction 
rating 

� Quantitative Measure: Environmental compliance 

Rationale: 

� The bottom-line result the program desires to 
achieve. 
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Street Maintenance42  

Inputs: 
� Total operating expenditures 
� Total capital expenditures 
� Total full-time equivalent (FTEs) 

Rationale:  
� Provides information on funds and labor resources 

used to provide services 
 

Outputs: 
� Number of lane-miles maintained 
� Number of lane-miles resurfaced 
� Number of potholes repaired 

Rationale:  
� Provides a measure of workload and activity level 
 

Intermediate Outcomes: 
� Maintenance cost per lane-mile 
� Cost per lane-mile of resurfacing, re-striping, etc. 
� Cost per pothole repair 

Rationale: 
� Attempts to track progress in effecting the 

changes necessary to produce the end outcome. 
 

End Outcomes: 
� Qualitative measure: rideability of lane-miles 
� Qualitative measure: average customer 

satisfaction rating 
� Quantitative measure: number of complaints 

Rationale:  
� The bottom-line result the program desires to 

achieve. 
 

 

Transit43  

Inputs: 
� Total operating expenditures 
� Total capital expenditures 
� Total full-time equivalent (FTEs) 
� Number of vehicles used in peak service 
� Equivalent amount of fuel used 

Rationale:  
� Provides information on funds and labor resources 

used to provide services 

Outputs: 

� Annual vehicle miles traveled 
� Annual revenue collected 

Rationale:  
� Provides a measure of workload and activity level 

Intermediate Outcomes: 

� Percentage of trips on schedule 
� Frequency of service 
� Cost per passenger 
� Cost per mile 
� Condition of fleet 

Rationale:  
� Attempts to track progress in effecting the 

changes necessary to produce the end outcome. 

End Outcomes: 
� Quantitative Measure: Reduction of traffic 

congestion 
� Qualitative Measure: Customer satisfaction rating 

(comfort, convenience, etc.) 
� Quantitative Measure: Number of passengers 

Rationale:  
� The bottom-line result the program desires to 

achieve 
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Water/Wastewater44 

Inputs: 
� Total operating expenditures 
� Total capital expenditures 
� Total full-time equivalent (FTEs)  
� Miles of pipeline 

Rationale: 
� Provides information on funds and labor resources 

used to provide services 
 

Outputs: 
� Number of customers served 

(residential/commercial) 
� Volume of water/wastewater treated or processed 
� Miles of lines maintained 
� Number of pump stations and treatment facilities 

Rationale: 
� Provides a measure of workload and activity level 
 

Intermediate Outcomes: 
� Number of calls about interrupted service 
� Average response time to service requests  
� Cost per million gallons pumped/treated 
� Cost per customer served (residential/commercial) 

Rationale: 
� Attempts to track progress in effecting the 

changes necessary to produce the end outcome. 
 

End Outcomes: 
� Quantitative Measure: Number of complaints 
� Quantitative Measure: Water quality ratings 
� Quantitative Measure: Wastewater effluent 

violations 
� Quantitative Measure: Fire protection rating 
� Qualitative Measure: Average customer 

satisfaction rating 

Rationale: 
� The bottom-line result the program desires to 

achieve. 
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P a r t  7   

Case Studies 

A. Innovations From One of the Leaders in Performance Measurement: The City 
of San Diego, California 
 
In August 1993, then-Mayor Susan Golding appointed a task force of respected private-sector business 
people to examine in depth the operations of the San Diego city government.  The task force, Citizens to Help 
Advocate Needed Government Efficiency and Effectiveness (CHANGE2), was charged with finding new 
ways to re-invent government and to help make the organization the “most effective, efficiently-run city in the 
United States.”  Judging by the numerous awards received in the past couple of years, they’re not too far off. 
   

According to Reason Public Policy Institute’s 
April 2001 Competitive Cities Report Card, 
which analyzed the efficiency in providing city 
services and corresponding information to 
citizens of 44 of the nation’s 50 largest cities, 
San Diego ranked sixth overall.  In February 
2002, Reason Public Policy Institute released 
the California Competitive Cities Report 
Card, which looked at efficiency in 
California’s 10 largest cities.  In this follow-on 
report, San Diego was clearly the “most 
efficiently-run large city in California.” Of 
particular note were San Diego’s Parks and 
Recreation Department, which was ranked 
number one in the state all seven years studied, 
and the library system, which was rated 
number one for six of the seven years. 
   
CHANGE2 recommendations acting as the 
genius for change, San Diego began 
implementation of its now award winning 
Performance Management Program, which 
included the development of meaningful 
performance measures and the linking of those 
performance results to the budget.  

What Else Are They Saying About San Diego’s 
Performance Management Program? 

� According to Governing Magazine’s Feb 2000 Grading 
the Cities, only one city was rated higher than San 
Diego in the category “Managing for Results ” 

� In April 2000, Government Finance Review recognized 
San Diego as one of four cities in the nation to use 
best practices in Financial Management 

� In June 2000, the Government Finance Officers 
Association honored San Diego with the Award of 
Excellence for Innovation in Public/Private Partnership 
for their Zero-based Management Reviews 

� The International City & County Managers Association, 
in September 2001, selected the city of San Diego to 
receive the Award of Excellence for Innovation in 
Labor/Management Partnership- Metropolitan 
Wastewater Bid to Goal Program 

� In December 2001, the city of San Diego was 
recognized as the Best Large Company to Work for in 
San Diego by the San Diego Business Journal. 

� The January 2002 Citywide Resident Satisfaction 
survey reported a 95 percent Overall Satisfaction 
rating with the city's services. 
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Performance Management Program 
 
In addition to the recommendations and initiatives contained in the CHANGE2 report, the city manager 
instituted the Streamlining for Efficiency and Productivity (STEP) program. It focused on employee 
suggestions and ideas that supported continuous process improvement.  With the partnership of private and 
public sector approaches under the CHANGE 2 and STEP programs, the city reinvented itself in designing 
service delivery and providing key government services with fewer resources. This new program, called the 
performance management program, is based on the recommendations from CHANGE 2 and STEP. As a 
program designed to improve city services, the performance management program seeks to improve city 
operations through several key processes identified through these recommendations, existing city best 
practices and the integration of additional best practices identified during ongoing benchmarking and 
completive assessment processes.  
 
The key elements include:   
•  Performance-based Budgeting; 
•  Competitive Assessments;  
•  The Optimization Program; 
•  Citywide Surveys; 
•  Zero-based Management Reviews; 
•  Benchmarking; 
•  Citywide Automation Efforts; 
•  Performance Audits; 
•  Service Efforts & Accomplishments; and 
•  A Citizens’ Budget  
 
The activities and results achieved by each element of the Performance Management Program are reported in 
the Service Efforts & Accomplishments (SEA) and the Citizens’ Budget, both of which are published 
annually and posted on the San Diego web site at www.SanDiego.gov. 
 

1. Performance-based Budgeting (PBB) 
 
Performance-based Budgeting is an ongoing program that links measured results with allocations of funding.  
Departments are responsible for creating measurements to track the efficiencies of their operations. 
Performance and cost data enable policymakers to make operational and budgetary decisions that relate levels 
of spending to the services provided to the public. Departments are also using customer surveys designed to 
measure satisfaction with department services. 
 

2. Select Committee on Government Efficiency and Fiscal Reform  
 
The Select Committee on Government Efficiency and Fiscal Reform is charged with bringing common sense 
to change efforts and finding innovative solutions for streamlining and downsizing city government. The 
Select Committee is normally chaired by the deputy mayor and is comprised of three members of the city 
council appointed annually in December; sixteen advisory members, appointed for a one-year term (two by 
each council member); two advisory members from the original CHANGE2 task force appointed by the 
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mayor; and the assistant city manager, financial management director and deputy city attorney representing 
city staff.  
 
The select committee oversees implementation of recommendations from the Mayor’s CHANGE2 Task 
Force, the City Manager’s STEP Report, Zero-Based Management Review Reports, and other issues referred 
by the city council, council committees, or members of the community.  
 

3. Competitive Assessments 
 
As a catalyst for continuous improvement in city operations, San Diego established two innovative programs, 
the Optimization Program, which operates under the city manager’s control and the Zero-based Management 
Review (ZBMR), which advises the mayor and council by way of the select committee on government 
efficiency and fiscal reform.  
 
The ZBMR and Optimization Programs operate independently of one another, yet they complement one 
another very well. Project information and data are routinely shared between the programs in an effort to 
maximize the benefit of their shared competitive assessment efforts. Since 1994, these programs operating in 
concert have saved San Diego well over $100 million and have served to stimulate numerous process 
improvements and cost reduction initiatives.  
 

4. The Optimization Program 
 
The Optimization Program, established in 1994, is comprised of city staff with expertise in a variety of 
disciplines, including industrial engineering, reengineering, organization development, total-quality 
management, and performance management. They also have a thorough understanding of the city’s 
budgeting, financial reporting, and auditing processes.  
 
The Optimization Program operates as an internal management-consulting firm for city staff and advises 
departments in areas of competitive assessment, process reengineering, optimization, process improvement, 
and performance management. Areas of recent focus include facilitation of citywide and cross-department 
improvement initiatives and change management and business processes re-engineering to support citywide 
automation and technology integration projects.  
 

5. Optimization Advisory Panel  
 
The optimization advisory panel consists of businesses and community leaders appointed by the city manager 
along with representatives from the labor organizations, and was established to advise city’s staff by: 

� Identifying services to be considered for optimization; 

� Reviewing optimization assessment reports and departmental performance goals; and 

� Providing general oversight and guidance to the Optimization Program team. 
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Figure 5: The Optimization Program compared citizen satisfaction and efficiency rankings 
in the Competitive Cities Report Card.  Interestingly, the services that were most efficient 
also received the highest satisfaction rating.  However, the police department did receive 
a high satisfaction rating with a low efficiency score. 

City Services 

 
 
 

6. Optimization Committee 
 
The Optimization Committee is an internal advisory group whose function is to address policy issues and 
employee development issues that arise from program implementation. The committee also reviews 
Optimization Assessment Reports and makes recommendations to the city manager. the members of this 
committee include city employees from a variety of departments and job classifications, as well as 
representatives from the labor organizations. 
 

7. Labor/Management Committees 
 
Employees who provide the services identified for optimization review are encouraged to become actively 
involved in all facets of the optimization process. One avenue includes department Labor/Management 
Committees that are designed to address issues directly related to the optimization effort, and obtain input and 
recommendations from all levels and functions within the business unit. 
 

8. Citywide Surveys 
 
The Optimization Program also administers the citywide survey program. Results are published in the Service 
Efforts and Accomplishments (SEA) document. Major surveys include:  
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� Annual Citywide Resident Satisfaction Survey—This determines residents’ level of satisfaction with 
major services, perceptions of safety, and attitudes about the quality of life in San Diego.  

� Triennial Citywide Service Priority Ranking Survey—Every three years, San Diego commissions a 
study to assess the need and perceived priority or importance of city services by residents to determine 
funding priorities. The information is based on 3,200 in-depth interviews conducted with a representative 
cross-section of San Diego residents. The results are compared to studies conducted in previous years. 
This information assists policy makers in determining how resources should be allocated during the 
budgeting process. 

� Department surveys—These are also conducted to measure internal and external customer satisfaction 
with key services. 
 

9. Zero-Based Management Review (ZBMR) 
 
The ZBMR process, launched in 1995, is administered by Non-Profit Management Solutions Inc., which 
operates under contract with the city to recruit and train teams of citizen volunteers for macro operational 
assessments of city departments.45 ZBMR volunteers are typically active or retired business executives and 
are recruited on a project-specific basis, based on their management or technical expertise in the specific area 
of concern.  
 
The goal of ZBMR is to review all city operations at least once every five years. The city manager identifies 
operational priorities and proposes an annual work program for ZBMR, which encompasses approximately 
20 percent of the city’s operational budget each year.  
 
Assessment results and recommendations for improvement identified by ZBMR are reviewed with department 
directors and the city manager.  Then the final ZBMR report is presented to the Select Committee on 
Government Efficiency and Fiscal Reform.  Items requiring council action are forwarded, along with the 
approved ZBMR report, to the Rules, Finance, and Intergovernmental Relations Committee and if necessary, 
on to the full council for review and action.  
 
 

A ZBMR Success Story… 

A recent ZBMR conducted in the city’s Fleet Maintenance Division recommended reducing the total size of 
the city’s fleet of vehicles by eliminating underutilized and redundant vehicles and sharing or leasing low 
mileage and special-use vehicles.  

The Department was able to dramatically reduce fleet size and the resulting savings achieved by 
eliminating replacement costs and reducing maintenance cost totaled to more than $1 million.  

This money was returned to the Mayor, Council and City Manager and was used to fund special projects 
and emergent needs that were not in the original budget. 

 
Departments receiving a ZBMR are required to return to the Select committee within 60 days with an action 
plan for implementing improvement recommendations. The Optimization Program helps departments develop 
performance measures for each ZBMR recommendation and then tracks the status of implementing 
recommendations and documents savings achieved.  The status of implementing ZBMR recommendations is 
reported to the Select committee semi-annually.  
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10. Benchmarking 
 
In San Diego, benchmarking is a continuous, systematic process used to evaluate the quality and cost of 
services and products delivered by the city to compare them with private and public industry leaders. The 
benchmarking process involves a number of steps that identify comparable processes, collect data, determine 
performance, communicate findings, establish improvement, develop action plans, implement actions, 
monitor results, and recalibrate findings. 
 

11. Citywide Automation Efforts 
 
This program element seeks to improve the efficiency and effectiveness of city services through 
implementation of the goals and objectives contained in the Information Technology (IT) Strategic Plan. 
 
 

Figure 6: The Optimization Program has developed a model for determining which 
strategies should be developed to improve service delivery.  Options include privatization, 
managed competition, and public contract operation. 

Competitive Government: Continuum of Optimization Responses 

 

 

12. Performance Audits 
 
The independent city auditor’s office has two branches, one for financial auditing and another for 
performance audits.  The auditor’s staff conducts random audits on selected PBB performance measures to 
ensure accuracy of input, output, efficiency, and outcome reporting in the budget document.  It also audits the 
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bid-to-goal performance contracts between the city manager and employees and certifies performance results 
as a precondition for payment of team performance and gainsharing incentives. Staff members also conduct 
audits of selected contracts between the city and private service providers to ensure service level agreements 
are being maintained.  
 

13. Service Efforts & Accomplishments (SEA) 
 
This annual publication provides in-depth information on nine city departments that provide direct services to 
the public.  Information includes spending and staffing history, program overviews and accomplishments, 
performance measures, comparisons to other jurisdictions, and citizen satisfaction ratings.  There is also a 
Semi-annual Performance Report (SAPR) of 44 key performance indicators representing 10 city departments, 
which is also incorporated into the SEA. Results achieved by other elements of the performance management 
program and selected case studies and success stories also appear in the SEA.   
 

B. Newer Experiments With Performance Measurement: The City of San José, 
California  
 
The use of performance measures in the budgeting process is a fairly new and growing practice in the city of 
San José, California.  Pamela Jacobs, Assistant to the City Manager, explains that while many measures were 
used to evaluate city services provision in years past, and while those measures were even reported as part of 
the budget document, the measures “were not outcome-oriented, were not developed by staff actually 
providing the service, and were not used to manage or budget.”46  San José has developed a program called 
“Investing in Results” (IiR) which seeks not only to incorporate the use of performance measures into budget-
allocation decisions (by determining budgets based on agency success in meeting goals), but also to provide 
incentives for the agency managers to pursue excellence by making their compensation commensurate with 
success or failure.  This has led to an increased focus on long-term planning and results. 
 
The push toward performance measurement in budgeting began in 1996, when a mayoral task force was 
established to identify areas for improvements in efficiencies, increased revenues, and strategies that could be 
used to obtain enhanced results.  Two of the suggested actions were performance-based budgeting and public-
private competition.  Pilot programs, started in conjunction with other efforts in the city (such as the 
continuous improvement program), would be included in a larger framework for delivering government 
services effectively and efficiently.  In 1998, initial success from the pilot programs prompted the generation 
of the performance measurement framework over a period of months.  The authors borrowed practices from 
similar performance-based experiments such as in the state of Iowa.47   
 
Jacobs notes that the ‘Investing in Results’ framework evolved from the experience with the pilot [programs], 
from further research of best practices, and from the awareness of the San José culture.  We believe the key to 
the ultimate success of IiR is that it is not just about performance measures, or performance-based budgeting.  
Rather, it is about how the long-term goals for the community are translated into the work we do on the 
street.  It is a service delivery framework and culture shift that incorporates performance measures as tools.”48 
 
In addition to implementing the Investing-in-Results program, San José has fostered a more “citizen-friendly” 
atmosphere by revamping some of the budget documents.  The “community budget” is a new city-services 
section of the budget that more clearly defines the operations and goals of the six operational City Service 
Areas (CSAs).  CSA categories are comprised of Aviation, Economic and Neighborhood Development, 
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Environment and Utility Services, Public Safety, Recreation and Cultural Services, Transportation, and one 
“strategic support” CSA with three sub-areas (Employee Services, City Facilities and Equipment, and Finance 
and Technology).  The CSAs consist of “core services” from approximately 26 departments.  Borrowing from 
common private-sector practices, interdepartmental teams have developed five-year “business plans” to 
identify community outcomes, CSA goals, and performance measures for tracking progress.  The business 
plans also contain one-year “action plans,” which include specific actions to be undertaken within the current 
fiscal year. 
 
CSAs are designed to change the approach from an agency-centric view of issues about service delivery to a 
citizen-customer view of issues. Thus, the CSA section conveys more information in less space and is not 
nearly as burdensome and tiresome as the standard line-item budget documents.  Jacobs explains: 

The CSA section of the budget summarizes the business plans, presenting the outcomes, goals, and 
performance measures.  In each CSA there is a discussion about the investments being made that year to 
achieve the outcomes and other efforts being made without new investments.  At the end of each CSA 
section, there is a summary table that lists all the investments at the core service level (in the departments) 
that contribute to that CSA.  The CSA section is about 95 pages long as opposed to the departmental/core 
service budget that is 800+ pages.  The CSA section is a high level summary of what the city is investing in 
to achieve community outcomes.  At the same time, more detail on each of the core service investments 
listed in the summary page can be found in the remaining part of the budget document.49 

 
In its third year of a three-year implementation plan to put the framework and tools in place, the biggest 
challenge has been dealing with new and incomplete data.  Typically, data is collected and reviewed on an 
annual basis for most strategic service levels, a quarterly basis for most core service levels, and on a weekly 
basis for some operational levels. 
 
 

Baltimore’s Citistat Performance Reviews 
 

Mayor Martin O’Malley has thoroughly embraced the power of performance measurement.  In fact, he 
started an aggressive measurement system, modeled after the New York Police Department’s Compstat.  

Citing the need to implement change now, the reporting requirements are the strictest in the country.  In 
fact, O’Malley and his staff grill agency top-level managers on their performance every two weeks! 
 
Source: Christopher Swope, “Restless for Results,” Governing, April 2001. 

 
 
Even though data are still incomplete, the city has begun to notice promising results.  One such area—
originally serving as the primary performance-based budget pilot—is the Department of Transportation.  The 
Department has realized efficiency gains in services such as landscape maintenance and roadway markings.  
Cost savings in these areas has been used to fund higher levels of service.  In addition, performance data have 
been used to justify an investment that reduced response time for graffiti removal from 72 hours to 24 hours.  
 
Another benefit of performance measurement and performance-based budgeting is the greater communication 
achieved between San José and surrounding communities that are experimenting with performance-based 
systems.  By opening the lines of communication, cities are sharing information about what does and does not 
work to more rapidly and more efficiently develop effective systems.  After early implementation efforts are 
complete, officials anticipate an even greater exchange of best-practices information between both public and 
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private organizations.  After all, the improvements and innovations of tomorrow can only be discovered after 
the best ideas of today have been mastered. 
 
Jacobs observes, “The most important outcome thus far of IiR is the increased focus on customers and on 
results customers want, rather than on inputs and outputs, and on ‘[that’s] the way we've always done it,’ [or] 
‘that's not my job.’  Rather, we are focused on delivering services from the ‘view from the driveway’—what 
the customer sees and wants.  We are very enthusiastic about this cultural change in San José and the results 
we will achieve through it.”50  Mayor Ron Gonzales echoes Jacobs’s optimism: “[The new performance-based 
approach] is changing the kinds of questions we ask and the answers we search for.  Coming from the private 
sector, I think it’s better for policymakers to clearly define our expectations, and then let the city management 
team get results.”51 
 

C. Performance Measurement Ensures Financial Stability While Improving 
Services: The City of Philadelphia, Pennsylvania 

 
During the early 1990s, the city of Philadelphia was mired in a financial crisis.  The city faced a significant 
structural deficit, stagnant or declining revenues, and a limited ability to obtain either short-term or long-term 
financing.  The immediate cash burden was somewhat alleviated by a bond issued by the Pennsylvania 
Intergovernmental Cooperation Authority (PICA), a state-created oversight authority, and by renegotiated 
wage agreements with labor bargaining interests.  The government imposed a 1 percent sales tax increase and 
began to look to management and productivity initiatives as a solution to the problem.  City officials 
recognized that any long-term solution would have to involve fundamental changes in the way the city 
conducted business. 
 
Although the city used a management-by-objectives framework that included some outcome measures (e.g., 
response rates and frequency of services) prior to 1992, agency performance against goals was reported 
irregularly and was not tied to the budget process.  As the city began to stabilize its budget and recover from 
fiscal crisis, the focus shifted toward satisfying the dual aims of providing quality services and ensuring the 
lasting financial strength of the city.  The answer was found in the use of performance measurement.  As 
Assistant Budget Director Sean McNeeley explains:  

The [Rendell Administration] began to move toward systematic performance measurement by 1994 as a 
means of ensuring the long-term fiscal health of the city while safeguarding and improving services.  
Performance measures were implemented to identify whether ongoing budget reductions would impact 
services, whether management and productivity initiatives were having the desired effects, and to identify 
the potential service benefit of new investment in certain programs or departments.52 

 
By 1995, performance measures were evaluated at regular budget meetings and included in both the quarterly 
city manager’s report and the five-year financial plan.  McNeeley reports that the current Street Administration, 
which began in 2000, “continues to use the measures in a similar manner, while building on past successes by 
streamlining the number of outputs tracked and increasing the focus on service quality and outcomes.”53 
 
The initial set of performance measures was developed over a period of 6–12 months and has since been 
continually improved upon.  Responsible for conducting periodic formal reviews of the system, the Office of 
Budget and Program Evaluation (OBPE) also handles informal requests for alterations, additions, or deletions 
of particular measures.  Departments generally report on measurements and revise their year-end forecasts on 
a rolling monthly basis.  These reports and revisions are examined by the city on a quarterly basis, although 
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departments are granted the freedom to tailor the performance measurement system to best meet their 
individual needs.  For example, the Compstat process utilized by the police department entails daily use of 
performance measures, which would be excessively tedious and inefficient for other departments. 
 
Philadelphia initially experienced some internal resistance to the change in policy.  Managers felt that fervor 
for the idea would wane, and that the extra time and effort necessary to implement the system would not be 
justified by the results.  After six years of practice and improved performance, however, departmental 
attitudes have changed. 
 
Departments maintain a great deal of flexibility in setting their performance measurement targets and 
managing their goals.  This is not to say that the central administration does not influence the targets for 
which departments must shoot.  In cases where a department establishes goals that imply a reduction in 
service, central administration officials will consult with department managers on which goals should be 
adopted and how budget priorities may be adjusted to achieve them.  In addition, the mayor’s input may also 
be incorporated into the goal-setting process.  For example, in accordance with Mayor John Street’s strategic 
objective of neighborhood transformation, the mayor established a specific target for the number of vehicles 
to be removed within 40 days under the abandoned vehicle removal program.  The managing director’s office 
worked with four separate departments to achieve the goal.  This goal-setting and coordination loop between 
the central administration and the individual service departments has resulted in increased exchange of 
information and ideas and has made the performance measurement system a success. 
 
In addition to serving as a tool for conveying more accurate information, establishing goals, and monitoring 
progress against those goals, the performance measurement system has helped the city of Philadelphia to define 
its fundamental service priorities.  According to McNeeley, “Performance measurement is an important element 
of [the city’s] annual Five-Year Financial Plan.  It serves to frame the objectives and initiatives presented by 
departments while providing a mechanism for accountability.”54  Beginning in 2002, the city plans to further 
expand the scope and importance of performance measurement by more closely linking the initiatives and service 
goals included in the forward-looking Five-Year Plan with the actual service levels achieved and citizen survey 
results contained in the backward-looking Mayor’s Report on City Services. 
 
Though the performance measurement system is useful for all the reasons noted above, the bottom line is that 
it gets results.  For example, the use of performance measurement by the streets department led it to 
reorganize its street-resurfacing program, resulting in increased output and greater efficiency.  Likewise, the 
analysis of performance measurement data led the free library to expand its weekend service hours in its 
neighborhood branch locations.  Despite the fact that the population of Philadelphia has declined over the 
past 50 years, since implementing the added service hours, the library system has achieved record visitation 
and circulation levels, in terms of both aggregate and per service-hour measures. 
 
In Philadelphia, even in the wake of budget cuts, departments have been able to provide improved city 
services by using performance measurement to more accurately align city government priorities with those of 
the citizens it serves and by eliminating wasteful, unproductive spending.  This has allowed the city to achieve 
cost savings, resulting in a positive fund balance for a record nine consecutive years, while cutting business 
and personal income taxes for six straight years.  The city’s past results and ever-increasing commitment to 
the performance measurement system are a testament to the system’s value in defining governmental goals 
and providing quality service to the citizens of Philadelphia. 
 



 34        Reason Public Policy Institute 

P a r t  8  

Conclusion  

itizens are demanding results—they want to know how their money is being spent, why it’s being spent 
that way, and how much they’re getting for their money.  Pressure has been thrust upon policymakers to 

continually strive for better, more efficient service delivery.  Increasingly, the most important measure for any 
government agency is quality, not quantity.  There is a vast difference between efficiency and effectiveness: 
efficiency measures how much each unit of output costs, while effectiveness measures the quality of the 
output.   Citizens are indeed interested in an efficient government, but they are more interested in a 
government that is effective.  Policymakers are listening to demands that government become more 
accountable and responsible to citizen concerns.     
 
“Governing for results” provides the tools that policymakers use to produce better, more manageable 
governments.  Strategic planning, performance measurement/budgeting and citizen surveys provide the 
framework for an efficient and effective government.  Since the new paradigm in government management is 
results, policymakers should be quick to adapt the many successful results-oriented initiatives from other 
governments.  Focusing on better performance, more efficient government, and an informed citizenry 
promises to improve the relationship between the governed and the governing.   
 
 

C
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T 

A p p e n d i x  1  

Examination of a Typical Municipal 
Budget  

he line-item budget, borne out of response to government corruption at the turn of the century, is still the 
predominant form.55  In this document, appropriated money is distributed into various categories, or line-

items.  Each object code signifies what can be purchased, and the corresponding dollar amount identifies how 
much can be spent.  Stringent financial control is exerted with limited flexibility by controlling the types and 
amounts of expenditures. 
 
This form of budget tells very little about the activities or functions of the organization it serves.  For 
example, it shows the amount of money that has been budgeted for personnel, but it does not show the nature 
of the services which these personnel staff. 
 
Figure A-1 is a classic example of a traditional consolidated line-item budget.  Figure A-2 is a part of 
facilities maintenance detailed line-item budget, with each individual code (e.g. 5225 Legal Printing and 
Advertising) having a corresponding budgeted amount.   
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Figure A-1 
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Figure A-2: Facilities Management Department 
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A p p e n d i x  2  

Performance Measurement, Strategic 
Planning, and Performance-based 
Budgeting Resources 

Citizen Driven Government Performance   http://andromeda.rutgers.edu/~ncpp/cdgp/sloan.htm 
City of San Diego Citizens’ Budget   http://www.sannet.gov/budget/annual/volume1/index.shtml 
City of Philadelphia Mayor’s Report on City Services  http://www.phila.gov/mayor/jfs/csr2001.html 
General Accounting Standards Board  http://accounting.rutgers.edu/raw/gasb/ 
Government Performance Project  http://www.maxwell.syr.edu/gpp/ 
Governing Magazine http://www.governing.com 
International City/County Management Association  http://www.icma.org 
The National Center for Public Productivity   http://andromeda.rutgers.edu/~ncpp/ncpp.html 
The Performance Institute   http://www.performanceweb.org/ 
Performance Measurement for Government   http://accounting.rutgers.edu/raw/seagov/pmg/index.html 
City of Portland Service Efforts and Accomplishments 
1999–00 

http://www.ci.portland.or.us/auditor/audser/htm/summary270.htm 

City of San Diego Service Efforts and 
Accomplishments   

http://www.sannet.gov/city-manager/service-efforts/index.shtml 

PricewaterhouseCoopers Endowment for the 
Business of Government 

http://www.endowment.pwcglobal.com/grants.asp 

Privatzation.org   http://www.privatization.org 
Reason Public Policy Institute  http://www.rppi.org 
The Urban Institute  http://www.urban.org 
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