Guidelines on Establishing and Evaluating Performance Measures (excerpted and summarized from DOE G 120.1-5, Guidelines for Performance Measurement)
INTRODUCTION

Performance measurement involves determining what to measure, identifying data collection methods, and collecting the data. Evaluation involves assessing progress toward achieving performance expectations, usually to explain the causal relationships that exist between program activities and outcomes. Performance measurement and evaluation are components of performance based management, the systematic application of information generated by performance plans, measurement, and evaluation to strategic planning and budget formulation. 

WHY WE SHOULD MEASURE PERFORMANCE
Measuring performance provides the following benefits:
· Performance measurement improves the management and delivery of products and services.
· Performance measurement improves communications internally among employees, as well as externally between the organization and its customers and stakeholders.
· Performance measurement helps justify programs and their costs.
· Performance measurement demonstrates the accountability of Federal stewardship of taxpayer resources.
· Performance measurement can identify problems that need fixing and activities that have positive impacts. 
HOW WE USE PERFORMANCE MEASUREMENT

Your organization may use performance measurement for three basic purposes:

1. Providing measurable results so the Department of Energy (DOE) can demonstrate progress towards goals and objectives.  This is done by providing specific measurement results that aggregate to DOE-wide measures.
2. Determining the effectiveness of your part of the Department. Your organization needs to determine how well it is meeting its mission, vision, and goals. Developing and using a system of performance measures enables you to identify areas needing attention and opportunities for improvement.
3. Characterizing the performance of a work process can support improvement of that process.  Process improvement teams often analyze work processes by breaking them down into related project activities and tasks to improve quality, timeliness, and efficiency. 
This guidance deals with the first two purposes above. The third, improving work processes, is not covered.  These non-mandatory guidelines are designed to assist SC employees in developing organizational performance measurement systems that tie into Departmental initiatives including the Strategic Management System.
Performance measurement information comes internally from your organization or your support organizations.  Your measures that contribute to Departmental measures should flow upwards in DOE. These measures support the Secretary and/or organizations between you and the Secretary.  These performance measures may be contained in the Department’s Strategic Plan, multi-year budget plans, annual budgets, the Annual Performance Plan, Departmental performance commitments, and performance-based contracts.
STEPS TO DEVELOPING PERFORMANCE MEASURES
Step 1: Use a Collaborative Process

Develop the measurements using collaborative processes and include both the people whose work will be measured and the people who will implement important parts of the measurement process (if they are different). You may want to have sponsors, internal customers, process owners, and external customers review proposed performance objectives, measures, expectations, and results.  Obtain commitment to your measures and measurement approach from your organization’s top management. In order for your measures to be taken seriously, it is extremely important that top managers support your performance measurement process.
Step 2: Describe Your Organization Processes
Develop a flow process model or input/output chart that defines your organization’s main activities.

· What are your main business processes?

· What are the inputs to your organization and their sources?

· What are outputs (e.g., products and services) from your organization?

· Who are your customers (e.g., the users of the products and services)?

· What are the desired outcomes for each business area?

· What are the critical support functions (e.g., resource management) within your organization ?
Step 3: Design the Measurements

When you design performance measures, you should try to:

· Identify information requirements from strategic plans

· Understand the information requirements of organizations between you and the Secretary

· Consider the impact of the measures that you define on organizations that support
· Select a few balanced measurements
· Avoid “Yes/No” and milestone measures
· Be selective in defining the actual measures to be generated. It is quite easy to measure too much.

· The process by which performance measurement data will be obtained should be defined at the same time the performance measure is defined.

The performance measures should:

· Reflect the results of our efforts 

· Enable continuous improvement of our programs processes
· Help us move this important products and services to successful conclusions
· Provide us with critical information to foster our accountability.
This can only happen if management receives timely, complete, and accurate reports. Thus, it is essential to analyze and interpret all performance data quickly and accurately.  Those assimilating and analyzing performance data should develop “quick look” reports to be generated and loaded on the existing computer network. These reports should overlay targets on the actual data so that managers will have up-to-date trending charts, data tables, and analytical comparisons, as appropriate. This approach of continuously visible results helps ensure that performance stays on track and that it facilitates continuous improvement.
Step 4: Collect the Data

Consider the information required and what data are needed to fill the requirement.  Survey what data are available and determine what new data are necessary.  You should decide:
· How data should be collected
· How data should be normalized, i.e., how data can be expressed in relative terms such as a rate or percentage to make reporting more meaningful and to allow comparison with results from other sources
· How frequently data should be collected and information reported
Step 5: Use the Data
Collected data should be processed and presented in meaningful ways:

· Communicate results internally and externally to customers. 
· Feed performance results back into strategic planning, budget formulation, and budget justification including performance planning

· Evaluate your programs’ performance

· Analyze, display, and publicize your performance measures within the organization.

· Provide sufficient training so that all employees can understand what is being measured and why and, most important, how the organization is performing.

· Additionally, employees will want to know how they contribute to the measured activities.

· Use the information to identify needed improvements and set goals for the future.

These activities assure that everyone understands the importance of measurement and supports the process.  Once you have and understand baseline data, compare your performance to best in class organizations, if practical and possible.  Determine current performance levels, compare your organization with organizations that embody the qualities that you are striving to achieve, and establish future performance expectations.
Step 6: Continually Improve the Measurement Process

Expect to change your measures and measurement process to respond to changing needs and priorities.  Apply the concept of continuous improvement to your measurement system to make sure your measures make sense and measure the right things.  There is an unavoidable tension between “continuous improvement” and continuity in measures and data sets. This should be acknowledged and anticipated, rather than used as an excuse to “lock in” measures permanently, or worse, as an excuse to delay starting measuring performance until the measurement system is perfect. However, care should be taken not to change the measures without careful consideration.  Changes may make trend analysis impossible.
In order to assure data quality and relevance, managers should have formal reviews conducted periodically. Reviewers will assess the usefulness and validity of the measures, and propose changes to management as warranted.  It is expected that, as part of their periodic reviews, reviewers will identify specific opportunities for improvements. Follow-up actions should be taken consistent with the estimated return on investment. For example, benchmarking against best in class should be conducted if the potential yield from improvement is 20 percent or higher. In general, however, management should strive for consistency in data collection unless and until process changes require changes in the measurements.
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