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I. Introduction 

Current conditions and the status of reform make local governments in Eastern Europe  ideal candidates for initiating performance management. Characteristics include  lack of experience at the local level, a legacy of deferred maintenance and scarce resources, and the absence of mutual trust between citizens and local governments. Performance management can be a valuable tool in addressing each of these issues by helping local governments improve municipal services, increase their accountability and responsiveness to citizens, and involve their constituents in the process of governance.

Performance management is built upon the regular measurement, and reporting, of the performance of public agency programs, organizations, or individuals.  The approach to developing appropriate indicators is based on two main principles. First, it concentrates on program outcomes, or actual results, rather than only on the quantity of service that an agency provides. Second, in defining outcomes, performance measurement focuses on the needs of the customers or citizens served.

Performance management is the actual use of performance information in policy making, resource allocation, and service delivery. Performance management itself should include the use of performance information not only by managers in making decisions, but also by elected officials, and by non management employees of governments and nonprofit organizations in their everyday activities.

Performance management has five central benefits, all highly relevant in the Eastern European context:

· Improving service quality and outcomes;

· Improving resource allocation and justifying agency budgets or service cuts;

· Making public agencies accountable for results to elected officials and the public;

· Increasing the citizens’ trust in the local government; and

· Making work more interesting and satisfying for public employees because of its citizen focus.

Despite its powerful advantages, introducing performance management faces some challenges in transition economies. Many local governments are hesitant to embrace the system for a number of reasons. In a planned economy, performance was often used as a reason to complain against and fire staff. There is also the perception that there are more urgent issues that local governments have to deal with and that performance management may be too sophisticated; the relative inexperience of recently elected local officials compounds those perceptions. Moreover, in systems where decentralization is at best incomplete, local governments often feel that attempts to improve services may be futile because of regulatory restrictions and inadequate resources. 

Despite these perceptions, performance management systems bring to the region the promise of concrete improvements in transparency and service quality. Since 1998, with USAID support, some elements of performance management have been initiated in local governments in Hungary, Albania, and Georgia, with a new effort just beginning in Russia as well.
  In fact, performance management has turned out to be flexible and quite easily adapted to local circumstances; in some instances innovations provided quick and visible improvements. 

II. Experience with Performance Management at the Local Level
To examine empirical evidence regarding implementation of performance management systems in local governments in Eastern Europe, we rely upon the direct experience of the Urban Institute (UI) to date.  This section will outline that experience with a view to identifying the principal obstacles and some of the key facets of adaptation.  

There have been two types of experience(training provided to help local governments  include performance measures in budgets, and pilot projects with several cities to support them in an effort to introduce performance management into their operations.  Due to various circumstances, to date no pilot project has had  a duration longer  than one year.  .  The pilot projects included carrying out city-wide customer surveys and various types of technical assistance  to help cities begin to evaluate the quality of service delivery.  In the case of Hungary and Georgia, the pilot projects were preceded with training programs for a broader number of cities which focused on improving municipal budgeting, including the use of performance measures in budgets.  In both Hungary and Albania, city pilot projects helped them to begin to use performance measures in different sectors.  A similar project in Georgia is just beginning.  

Using Performance Measures in Municipal Budgets

In both Hungary and Georgia, local governments participated in a municipal budget reform project.
 In Hungary over three years 35 local governments were trained in modern financial management skills. In Georgia, 5 cities participated in the financial management training in the first year of the program(Poti, Ozurgeti, Zestaphoni, Mtskheta, and Lagodekhi. Additional local governments will participate in the second year of training, that will start in mid 2002.  The objective of this training program is to build capacity at the local level, and train local government financial officers to improve financial management practices. Another objective has been to replace line item budgets with a budget that focuses on the expected results of services performed by the government, rather than focusing on what a municipality buys (personnel or commodities, for example), in order to build transparency and effectiveness. 

In this type of budget, goals and objectives are stated for each service category and subcategory in specific quantifiable terms. The budget identifies what activity is proposed, what effect it will have on the public, and the estimated costs for the resources needed to accomplish the objectives for each program. Given this focus, training in performance management skills was an integral component of the financial management program.
 In Szentes(a mid-sized city of 33,000 in southern Hungary(the communal department defined (but did not include actual data on) several performance measures—input, output, and efficiency measures for the 1997 budget. The 1998 budget had a separate volume on indicators that included input, output, and efficiency indicators. Outcome performance indicators were not specified at that point. Discussions with department heads revealed that in fact they had already been collecting input and output indicator information on their services for several years, they had just not thought to use it for reporting purposes or to make policy decisions based on this information. Thus their initial reluctance to “create” and collect data on performance indicators soon dissipated. 

As part of the 1997 budget reform effort, the city of Szolnok developed performance indicators to evaluate the effectiveness and efficiency of budgetary institutions and various programs for which they were responsible.  These indicators were used to identify schools which were either performing efficiently and effectively or poorly.  The results of this analysis showed that Szolnok had closed the wrong school, and the school that was deemed most inefficient and ineffective had been allowed to remain open.  This analysis gave the Economic Department staff a compelling argument that program budgeting performance data must be taken into account before policy makers make a decision.  The City now produces a separate volume to the program budget that identifies performance indicators.  This volume not only describes the measurement techniques, but also allows policymakers to understand the expected consequences of their decisions.

In an independent survey of training participants, one Hungarian municipal financial department head made this comment: “For me the greatest experience was when one Council member, with the volume on indicators in his hand, explained to another the possible consequences of the decision and why it was important to look at indicators, under what circumstances a service would be more expensive etc.  This meant that the decision was based on professional argumentation too, which earlier was not the case.” (Graham and Tonko, 1999)

Local Government Pilot Projects

In addition to those cities who have begun to use indicators regularly as part of their budgets, a number of cities have undertaken to implement a more comprehensive performance management system.  This paper describes the experience of several communities who in the context of USAID pilot projects received more intensive assistance.  The pilot also created multiple opportunities for counterparts from each city to meet each other to share ideas and findings.  In each country a seminar or conference at the end of the project allowed the participating localities to describe their experiences to other interested local governments.  

In Hungary, six cities were participating in an overall capacity-building project and all participated in a multi-service citizen survey.  Three of the cities – Szolnok, Tatabanya, and Oroshaza – elected to have more intensive assistance in implementing performance management in the education sector; they were primarily interested in evaluating citizen satisfaction with current service provision through a direct mail survey of the parents of elementary school students.  A fourth city, Szentes, was most interested in the social sector, and formed a working group to assess the effectiveness of the city’s services.  This effort was carried out in collaboration with an official at the Ministry of Social and Family Affairs, who was interested in identifying ways in which to assess the effect of centrally funded local government social services.  

In Albania, a longer and more targeted project took four local governments through a two pronged process of interactive components – the development of a sector-specific action plan in each local government, and the carrying out of a multi-sector citizen survey.  The action plan enabled one group of city staff from each locality to tackle in depth the establishment of a performance management system for their sector, including the development of indicators and plans to improve services based on performance results.  The customer survey provided feedback from the citizenry regarding most of the services provided by the local government, thus both establishing a citizen focus to the whole project and determining baseline values for many of the outcome indicators.

Motivation for Taking on Performance Management

Motivation of the local governments(both leadership and staff(was key for the implementation of performance management.  The city itself was not the initiator of the project, but was presented with information about performance management, and then asked if they were interested in going forward.  From the leadership’s perspective, the desire for service improvement was the primary motivating factor: the cities all felt that their resources were extremely limited and that they could not afford to spend effort on anything that did not lead directly to service improvement or cost-cutting measures.  Paradoxically, municipal staff were initially less willing to move forward.  Despite a general desire for assistance and openness to the idea, initial responses from staff when first introduced to the idea of performance measurement were less than propitious:

· We don’t have enough money to carry out our own services – how can we afford to spend time on a luxury like measurement?

· Measuring performance will give us a justification for cutting costs.

· How can we measure our progress when it is so hard to get data?

· We don’t need this: we already know how we’re doing.

· Our staff will be too afraid of being measured(if the results are negative they will be afraid they will lose their jobs.
· A performance management system is too complex or costly to implement.
· We don’t have the right to make decisions about how to change the system; we need to follow the regulations.
Perhaps the most telling moment came when, at the start of a workshop in Hungary, front line managers (from social services and the water department) were asked to begin by setting objectives for each of their programs.  None of them named a programmatic objective.  The most specific responses were either regarding a formal requirement (e.g. the objective is to follow the regulations as prescribed by the central government for allocating social allowances) or the simple provision of an employee’s job description (e.g., open the library at 8:30, maintain quiet and order, make sure books are checked out properly).  

This experience suggested that the most difficult hurdle to cross was something that very much precedes measurement: to acquire a sense that it is possible at the local level to aspire to improve service.  In an environment of extreme fatalism and apathy(often the result after decades of strong centralized control(it is difficult for local government staff to conceptualize overarching objectives for their programs.  In this environment, performance management(or the process of freely setting objectives and then taking steps to achieve specific targets(becomes an especially valuable tool in helping local governments regain their autonomy after a period of strong centralist control.

As a clear objective is a necessary precursor to identifying desired outcomes, this impediment had to be overcome in order to ever establish any viable outcome-based management.  Eventually, a different approach was adopted, focusing on specific sectors(first discussing the problems they faced within each sector; then from that discussion emanated objectives and desired outcomes.  This approach was formalized in Albania in the Service Improvement Action Plan(described below.

In the education sector in Hungary there was a different problem stemming from a specific motivation: two of the cities already knew that there would have to be some cuts in funding which would probably result in school closings, and they believed that performance measures would help them justify those cuts.  It was important to work with those cities to revise the objectives for performance management to adopt a broader view of the process: the aim was to begin an overall process of evaluating outcomes to determine overall effectiveness and quality, as opposed to justifying a preordained conclusion.  

In all cases, customer and user surveys also proved to be effective motivators in a number of ways.  Although some staff were fearful of the results or believed they already knew what the reactions would be, in the end they were very interested in the results.  In addition, the decision-making process of designing the questionnaire proved to be a good way for staff to become interested in the substance and important issues of each sector, and to infuse the process with their own questions, their own concerns.

Overall, our experience suggests that staff in local governments in Eastern Europe share some of the same reluctance experienced elsewhere, but exacerbated by special features.  Each of these can be addressed, but overall a powerful motivation is needed – so the belief in service improvement must be addressed directly, and early in the process.  We found two tools of greatest use in this endeavor, the Service Improvement Action Plan and the citizen surveys.

Sectoral Working Groups and the Service Improvement Action Plan

Based on early experiences, a new paradigm was developed for use by Albanian municipalities.
 The UI team worked with each city to select a particular service sector, and establish a working group to address the problems of that sector through performance management.  The working group was to include key staff from city leadership and the relevant department, as well as NGOs and outside experts.  The services identified were water in Korca, social services in Elbasan, solid waste in Lushnja, and roads in Baldushku.  Because of the success of the process, Korca independently decided to work on the roads sector as well, without project support.

The first step involved determining appropriate indicators for each sector.  A review of available information was undertaken, and the process of drafting a customer survey was begun.  A workshop called together staff from each of the local governments for discussion by sector, resulting in the development of indicator worksheets for each service area.  The discussion groups also gave staff from the different local governments the opportunity to meet each other and share common sectoral problems.  

A “Service Improvement Action Plan” was designed and then used by each working group to help integrate performance measurement with plans for improving each service.  These plans guide city staff through the process of assessing the critical issues facing their sector in the situation analysis section of the action plan; selecting objectives and key targets; and designing performance indicators.  One important benefit of the action plan is formalizing the assessment of the current situation, which encourages municipal staff to identify critical issues including the areas in which real change(for example, current delivery arrangements or central regulations(might be needed.  Exhibit 1 below describes the SIAP as used in one of the Albanian cities.
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Exhibit 1:

Service Improvement Action Plans: Solid Waste Collection in Lushnja, Albania

One of the first SIAPs was carried out in 1999 by the city of Lushnja to try to improve solid waste collection service.  Their working group produced the following results:

1. Situation analysis. The analysis focused on the problems of insufficient garbage containers on the streets creating a health problem in certain neighborhoods, and on difficulties with fee collection.

2. Service Level Objectives.  The working group established new city objectives: to provide an environment free of health and safety hazards from uncollected waste, and to ensure an aesthetically attractive and high quality of life for the citizenry.  Accordingly, two of their outcome indicators were:

· The percent of citizens who report having seen animals/small pests in the uncollected garbage (58% in 1999, with a target of reducing that to 50% in 2000.)

· The percent of citizens who rate the city mainly clean or better (only 19% in 1999, with a target of 30% in 2000) 

The output indicators included placement of new garbage containers, tons of garbage collected, and percent of fees collected (10% in 1999, with a target of 45% by 2000).  

3. Action Plan.  The action plan explicitly lists chief outcome targets and tasks that will enable those targets to be met.  One of the main targets for the Lushnja action plan was improving fee collections, with a plan to look at the practices of other municipalities, review legislation concerning garbage fees, and look into contracting fee collection service to a new agency.  They also planned to carry out better citizen outreach in order to increase collections. 

4. Priority Actions, Timing and Responsibility. Based on the above tasks, the SIAP listed major actions and deadlines, and assigned staff responsibility.  These included a major effort to purchase new bins (which were obtained by the fall of 2000), and a review of best practices for fee collection.

5. Citizen Participation Strategy.  The purchase of new garbage bins was combined with a public awareness campaign, including a public service announcement on television, to promote bill payment.  It featured the new blue bins, and reminders to citizens about the importance of not littering and about the garbage pick-up schedule.  

6. Report on Targeted and Actual Performance.  The last section records progress over time.  In Lushnja this would show the increase in garbage bins, and progress towards their targets in fee collection.
The SIAP was first used by the four pilot local governments in Albania, where it proved very effective as the focus for each working group.  More recently it was introduced to a number of cities in Georgia, with(initially(far less technical support.  The cities were able to independently complete SIAPs for different sectors(for example, the city of Lagodekhi prepared one for street cleaning.  They first established a broad working group, including city staff, the contractor who performs cleaning services, an assembly representative, the chief physician for the health epidemic center, and the ecology service head, and a representative from the Association for city Development.  Their SIAP also identifies preliminary indicators, sets targets, and outlines an action plan of priority tasks.  Overall, this tool seems effective at translating the principles of performance management into the initial steps for improving services at the sector level.

Another Georgian city(Mtskheta(carried out a telephone survey of their citizens to ask their opinion about the “healthy and aesthetic environment” in the city. The survey results showed that garbage collection was the priority for 62.5 percent of the population. Based on this information the city established a working group and developed a work plan to improve waste removal and cleaning in the city. Some of the performance indicators developed by the city are shown in Exhibit 2 below.

Exhibit 2

Performance Measures Developed by the City of Mtskheta, Georgia. 2002.

Garbage Collection

	Performance Measure
	Baseline value

2001
	Budget 2002
	Percentage change

	Cost of garbage truck maintenance
	1500 lari
	900 lari
	60

	Total amount of garbage collected
	1500m3
	1800m3
	20

	Km of garbage collected
	5
	8
	60

	Number of garbage bins
	30
	60
	100


While the city is yet to develop any outcome indicators, they plan to conduct a public opinion poll regularly and evaluate the quality of their service provision.

Sources of data to collect indicators for use in the Action Plan included local government agency records, customer and user surveys, and trained observer ratings, each discussed in greater detail below.  Each of these methods have been used in Eastern Europe.

The Customer Survey

Customer surveys have been carried out in all three countries(in six cities in Hungary, in four local governments in Albania, and in five cities in Georgia.  These are valuable tools in establishing viable outcome indicators.  The purpose of the customer survey is to elicit feedback on some of the services local governments perform.  This input is used to establish performance indicators which will in turn be used to respond to citizen concerns and needs.  The survey both provides content for indicators and establishes a direct connection between citizens and the services provided for their benefit.  In addition, as mentioned earlier, the surveys proved to be valuable motivators for all the cities: their results have the potential to illustrate simply and vividly the central accomplishments and challenges faced by local governments.

Survey results can be used to identify both key problem areas and also areas that are performing well. Motivated and responsible local governments can use this information(along with indicator information from agency records(in developing action plans to further improve results and provide recognition for good performance. City-wide surveys have the advantage that they provide statistically representative feedback from the citizens(even those not using the services.  Another type of survey that can be useful to agencies and public officials are user, or client surveys, such as surveys targeting parents of students of a particular primary school (such as the user surveys carried out in Hungary), or recipients of a social assistance benefit. 
The following describes the Albanian survey as an example.
  The survey was carried out on a representative sample of 500 households in each of the four participating communities and sought performance indicators for a number of public services, including roads, water, social services, garbage and cleaning, citizen relations, and parks.  Each community was divided into five zones, which corresponded to natural boundaries of geographic and certain demographic characteristics.  These geographic breakouts, which appear in the accompanying charts as zones, enabled local governments to identify where improvements are most needed.  For example, outcome data broken out according to age and geographical location allow the department staff to see whether parks are being used more by the youth than the elderly (hence a program may be initiated to provide more benches or chess tables in the park to make them more attractive to older citizens) or whether one area of the city is perceived less safe at night than others, and whether this might be due to lack of street lighting or some other factor.
 

Because the same survey was conducted simultaneously in more than one community, information from the other local governments can be used as benchmarks or targets for certain performance indicators. Cities can then work singly or together to explore why some cities’ outcomes were high relative to others and to identify best practices that may be applicable in one’s own environment. 

Survey Results

This section provides selected findings from each country(both within the local governments, and comparisons across the cities.  Examples in this section show several different uses for survey data—comparisons of citizen satisfaction or service effectiveness across cities, needs assessments measuring support for a proposed change, service quality across zones within one city, citizen priorities for future investment.  

Exhibit 3 below shows that across the board, citizens seem highly dissatisfied with the local roads, although Elbasan seems farther along in making their roads adequate for the citizenry.  Baldushku’s citizens were the least dissatisfied, perhaps because expectations for village roads are quite different. 
[image: image3.wmf]Exhibit 3
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Citizen surveys can also be used for assessing public support of new improvements.  In Hungary, the survey polled citizens on their interest in introducing sorted collections of garbage as an environmental measure.  Support for sorting was quite high(ranging from 40.8 to 68.9 across the six cities(and the willingness to pay extra for the service was substantial.  The graph below (Exhibit 4) shows the percent of people willing to pay more for sorting among both those who support sorting and for respondents as a whole.   
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Water supply is a big issue in many local governments in Albania, and often dominates the concerns of the municipal water company, but breakouts on supply in the city of Korca quickly reveal considerable variation across zones(with, for example, zones 1 and 4 having far more access than elsewhere in the city(enabling the water company to concentrate efforts in specific areas. See Exhibit 5.
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Because resources are very scarce for social services in Albania (as in many countries in the region), it is especially important to target benefits to those who are most needy.  The Albanian Citizen Survey indicates that the social assistance benefit is not very well targeted (Exhibit 6), except in Lushnja, where more than 70 percent of benefit recipients have annual household incomes under 100,000 leke (compared to only 33 percent in Elbasan).  
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In Georgia, respondents using the city parks were asked what they would like to see improved in the park. Exhibit 7 below shows the top three park priorities across the cities. In Lagodekhi and Mtskheta cleanliness is the top priority. In Poti and Zestaphoni, respondents would like to see more playground equipment. However, in Ozurgeti, survey results show a tie between cleanliness and gardening. In this situation, Ozurgeti needs to do further analysis before deciding where to focus its attention. For example, Ozurgeti has several parks in the city. A user survey for each park in the city may reveal that cleanliness is more of an issue in some, while gardening is more of a priority in the others.
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Comparing Performance across Jurisdictions

In comparisons across cities it is important to bear in mind that many of the differences are due to vastly different circumstances, and not only better performance.  Nevertheless, these results provide invaluable information, and can help ensure that scarce resources are allocated as effectively as possible.  More importantly, this kind of information, presented thoughtfully and reported regularly, may help change those circumstances, leading to improved services and a happier citizenry.  This might include providing broad representative and reliable information to central government that highlights the need to change central regulations.

Comparing performance measures across cities has several other benefits.
 First, it identifies best practices and the development of standards of service quality. In Hungary, Albania, and Georgia, even at a very early stage, local government staff in certain sectors networked and sought advice from other cities that showed better performance in the same sector. Second, performance data also shows the effectiveness of decentralization and reveals areas that may need more or less support from the state government.

However, there are certain obstacles to realizing the above benefits. First, some local governments may be unwilling to share information(both in the case of revealing/reporting poor performance or detailing reasons for their high performance. Second, the comparison across cities is based on the pre-requisite that the same indicators are developed for all local governments’ that enables comparisons. In some cases, it is difficult to find indicators that are appropriate or accepted by all local governments. Third, it is crucial that information on poor performance is not used by the state government to penalize local governments either directly or indirectly. As discussed earlier, poor performance should be the basis for additional support rather than imposing penalties.

Overall, in these early experiments, cities seemed interested in comparisons(they were of technical interest to staff, and of motivational value to city leadership(and they seem likely to continue to prove fruitful.

Trained Observer Rating System

Trained observer ratings are a valuable method of obtaining performance indicators for some services.  Trained observers can rate physical conditions such as the condition of roads and buildings, and progress of clients with disabilities (such as their ability to perform common activities of daily living).  The trained observer process needs to use a systematic well-defined rating scale and to utilize fully trained observers so that different observers would give approximately the same rating to approximately the same condition and perhaps in different years.  The important thing is to ensure consistency over time and across different inspectors.

Below (Exhibit 8) is a series of photographs used to rate roads. It represents four levels of rating:

· Condition 1: Smooth. No noticeable defects or one or two minor defects such as a small open crack.

· Condition 2: Slightly bumpy. Several minor defects or small potholes, but none sevear, or a sizeable single bump or several minor bumps, or gravel or dirt road in good condition.

· Condition 3: Considerably bumpy. At least one section of the street is broken up or has easily visible bumps, but no single safety hazard is present.

· Condition 4: Potential safety hazard or cause of severe jolt. One or more large potholes, or other major defects three and a half inches high or deep. Types of hazards need to be noted. 
Exhibit 8

Sample Trained Observer Ratings: Street Rideability
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Because trained observers systems are inexpensive and straightforward, they seemed especially appropriate for use in Albania.  For that reason, the UI team worked with the commune of Baldushku to set up a system that could serve as a permanent model.  The chosen example was road quality.

The first step was to establish a clear range of conditions.  In this case five levels of rideability were established, ranging from very bad to very good. The definitions of rideability were also specific to the Albanian situation. For example, “very good” was defined as appearing to be smooth and having no standing water problem; “good” required a minimum decrease in speed; “acceptable” depicted a maximum speed of 40 km/hour in normal conditions; “bad” was a speed of 25(40 km/hour, and “very bad” a speed of 0(25 km/hour. 

To depict the quality, many photographs – a total of about fifty – were taken of roads in the commune, and then the roads working group selected two photos appropriate for each level.  Interestingly, the Baldushku working group was not fully satisfied with road condition in any of the actual photographs taken in their commune, and decided to add for level 1 (“Very good” rideability) a photograph of a good quality road taken elsewhere in Albania as something for their community to aspire to. 

Citizen Participation

Citizen participation is an essential component of a performance management system. Two main reasons for implementing performance management are to be accountable to the citizens and improve service delivery. Thus, it is very important to obtain citizen feedback to see if these objectives are being achieved. Also, involving the citizens in the performance monitoring process itself can help local governments be responsive to citizen preferences, and at the same time, give citizens a sense of ownership and partnership in city governance and their community. The main objectives for involving citizens in service improvement and performance monitoring are:

· To raise awareness among residents that they can make a difference in their community.

· To provide residents with access to information and skills for collecting information about their neighborhood and making improvement.

· To enhance communication between neighborhood residents and local government about public services.

· To improve accountability of local governments to residents regarding the provision of public services.

Recent papers on “governing for results” (Epstein, Wray, Marshall and Grifel, 2000) focus on various roles of citizens by which they become partners in performance.  Citizens play a passive role in consuming services or being shareholders of public services (via their tax payments). However, they can play a more active role, for example, by participating in strategic planning, evaluating service quality (through trained observer ratings), or developing independent indicators to judge their “quality of life.” 

Most countries in central and eastern Europe are far from involving the citizens in an active role in performance management.  In fact active participation of citizens is not the norm even in developed countries. The transition economies have little experience or tradition with citizen participation or outreach. High levels of corruption and dissatisfaction with governance has also resulted in citizen apathy. Despite this a few examples can be cited. In Georgia, citizens have been involved in beautification of the city, planting of trees and flowers and also garbage collection. However, some local government officials do not view this as citizen participation in governance or performance monitoring. Citizens are involved because the government lacks adequate resources for full coverage of service delivery.

In Albania, citizens were involved in the SIAP working groups. In certain communities, for example Baldushku, they were actively involved in the production of the service. In all four cities citizens were provided with access to information and there was enhanced communication between the residents and the local government about public services. In high probability, this outreach to the citizens is what made the performance management pilot program so successful in Albania.

Performance Management Results

The most important question in this investigation of practical experience is what the results were(what were the concrete accomplishments of implementing performance management?  In all these cases, the duration of the experience was too short to be able to track service quality over years to see whether there was improvement,  but in most of the local governments there were real gains even in the short term.  As illustration, we describe the experience of one local government from each country in some detail.

Baldushku, Albania: Roads and Footbridges

Baldushku is a rural commune consisting of 14 villages, with an average population of 400 inhabitants.  The condition of the roads and small footbridges are considered to be high priorities.  Commune roads are generally unpaved and the quality of gravel, where there is some, is too thin to withstand general winter conditions.  The condition of the roads that connect the villages to the main road is of utmost importance in terms of allowing safe and swift access to work, school, and hospitals.  Large potholes and mud and standing water characterize nearly all but the main road of the Commune.  Because the Commune is riddled with waterways, small footbridges are also often necessary to allow citizens access to the main road and to schools, especially in the winter.  

The commune has no independent budget for roads. Only the main road is included in the maintenance plan run by the Road Enterprise operated by the District Council.  For maintenance of other roads or bridges, the commune must look to donors or contributions from the citizenry.  They have had a lot of experience with citizen contributions in terms of volunteer labor, and have also received grants from the central government, NGOs, and donors for road investments. 

The working group identified the sector  objective as to ensure swift and safe access for all citizens of the commune from their homes and villages to the main road and/or schools.

The outcome indicators they selected were to be based primarily on trained observer ratings (e.g. kilometers of access roads rated in bad or worse condition, and number of footbridges rated in bad or worse condition) and on the citizen survey (citizen satisfaction with roads and footbridges).  The commune’s targets were to increase citizen satisfaction by a substantial percentage.  Specifically, the citizen survey found that 37 percent of respondents rated the condition of access roads as adequate or better, and the commune hoped to increase that number to 45 percent.  Similarly, 78 percent of respondents were satisfied with the condition of footbridges, and the target set was an increase to 85 percent.  Another target was to reduce the number of those who needed but didn’t have footbridges from 19 percent to 10 percent.  

Among the necessary actions they identified were to undertake a needs assessment to figure out priorities and to institute a full-fledged trained observer rating system.  They also decided to launch a public awareness campaign for citizen contributions to the building of bridges and small road projects. Specifically, they planned to gather funding and citizen contributions to build three footbridges, and to try to obtain donor support to purchase equipment to keep the roads graded, as well as a concrete mixer.

The Baldushku working group immediately distributed results from the citizen survey to the 14 village chiefs.  The commune of Baldushku prepared 1000 copies of a newsletter, illustrated with pictures and charts, for wide distribution.  The newsletter described performance management and Baldushku’s efforts to implement the new system.  It gave results from the citizen survey related to roads and bridges, and provided information about the local government activities in that area as planned in the Service Improvement Action Plan.  These include efforts to encourage citizen participation in funding the rehabilitation of roads and bridges, which is described in the newsletter.  It also provided the results of cooperation with the International Organization for Migration (IOM) in funding the rehabilitation of two footbridges.  The newsletter introduced the new trained observer ratings system now being used in Balduhsku.  Baldushku’s activities also received television coverage through the IREX television series “Heroes of Albania” which broadcast a story on how the Baldushku Commune built two bridges with IOM money and voluntary citizen labor.  

Reportedly, Baldushku has been quite successful in its efforts to get citizens to participate in its activities and continues to hold public meetings in order to announce upcoming activities and to ask for financial contributions or commitments to volunteer their skills and labor.  Baldushku has used its service improvement action plan to obtain funding from the World Bank (via the central government), the Soros Foundation and the International Organization for Migration (IOM).  Currently, the commune is negotiating an agreement with the Albanian Development Fund and is planning to submit a second request to IOM for road maintenance equipment. 

Szentes, Hungary: The Social Services Working Group

The advent of performance management led Szentes to reorganize its entire social sector with the aim of setting objectives for existing programs and identifying potential new programs that make sense for its particular locale.

The city formed a working group and devised a plan of action.  The working group included the department head, an outside expert on the social sector, and the head of the city’s financial department.   

The first task of the Szentes Social Services Working Group
 was to carry out an analysis of local social provision.  They started by reviewing central regulations and the specific functions of municipalities.  The analysis included the first effort to group all current social tasks according to target groups (e.g. elderly or disabled, families with children, the unemployed, homeless people).  It emerged that the city’s accounting procedures made it difficult to break down costs by target group; accordingly, the working group called for a special task to carry out this kind of detailed analysis for elderly and child-care.  The analysis was to involve preparation of an indicator system designed to determine need and to measure performance through efficiency indicators and citizen satisfaction.  The outcomes measured addressed both the effectiveness of the services provided and the overall needs of the community.  For example, reducing the need through preventive measures can be considered even more successful than effectively meeting the needs through good programs.  Four questionnaires were prepared, to measure both need and satisfaction with services for the two target groups respectively.  Outcome indicators included the number of program customers who rate services provided as satisfactory or better; the number of families receiving services compared to those requiring provision and assistance; and the number of elderly who need provision and care.

The first year, the data and information produced concerning the social sector was included in the budget of the city.  In addition, the surveys were used to help the local government design new social sector programs in the two sectors(those with special needs (the elderly and the disabled) and families with children.  

Mtskheta, Georgia: Park Improvement

Mtskheta is the old capital of Georgia, just a half-hour away from the current capital Tbilisi. UNESCO has recognized Mtskheta as a city-museum which has increased its opportunity to become a tourist attraction in Georgia. City local government officials participated in UI’s financial management training program in 2001(2002. Based on the objective of the training project, the city decided to present a reformed budget for its park program. With additional training in performance management and introduction to a service improvement action plan, the city decided to focus its efforts on the reconstruction and improvement of its Central Park.

Mtskheta’s Central Park is located on the most frequented tourist route from the Svetitskhoveli cathedral to the Samtavro monastery. The central park was not being used by the citizens, averaging only 3-5 persons per day. Based on a direct observation and analysis of current park users, the working group decided that the objective of the park improvement would be to increase the number of visitors to the park to 15-20 per day, and also increase the mix of different age-groups using the park.

The park improvement project was announced to the citizens in December 2001 in the city council hall. Funding for the project came from the city budget, contributions from the citizens, as well as grants and in-kind assistance from international donor organizations. The council secretary was proposed and approved to supervise the project. An American landscape architect(currently residing in Tbilisi(volunteered her time to facilitate the park designing process. Three participatory designing sessions were held in the city’s art school where preferences and wants of the citizens were incorporated into the parks’ design. The final design was presented to the public in mid March 2002 and attended by citizens, local government officials, NGO’s and several international donor organizations in Georgia. After the presentation citizens signed up for a park cleaning day which was decided for the end of the month. Approximately 60 volunteers showed up. 

Another volunteers’ day will be held in April 2002 for planting flowers in the park. The park is scheduled to be opened on the 15th of June with a day-long celebration.

III. Lessons Learned 

Obstacles 

While many local governments in developed and developing countries have a performance management system, and develop and collect data to measure and improve their efficiency in service delivery, there are many more that are hesitant to embrace this idea. This is especially true in transition economies, and there are several reasons for this reluctant.

First, in a planned economy, performance was often used as a reason to complain against and fire staff, and in some countries this fear continues to exist. For example, in Armenia, local government units lie within the boundaries of a Marz, which is an administrative subdivision of the State. The executive head of the Marz is the Marzpet, who is appointed by the state to administer each Marz. The traditionally powerful nature of the Marzpet, and his/her ability to fire mayors, reinforces the perception of the citizens and local government officials that they are subject to a centralized and authoritarian government, rather than being a local democracy with powers to effect change and deliver services. In this environment, mayors are very reluctant to implement any kind of performance management for fear that it will be used against them.  In Albania, mayors complained that poor performance would be held against them although in many sectors local governments are not responsible for years of neglect and often still do not have full regulatory control.  

Second, there is also the perception that there are more urgent issues that local governments have to deal with, and that performance management is not a current priority. Many local governments have been given increased responsibilities in the delivery of public services, without the corresponding financial autonomy or funding to provide the services. In Georgia, for example, lack of revenues at the local level has led to none or limited infrastructure repair, maintenance, or construction in the last 5 to 7 years. At the same time, state government subsidies and transfers are also decreasing. The result is that local governments focus more on maintaining a certain level of service, rather than evaluating the quality or need for the service.

Third, the relative inexperience of recently elected local officials compounds the perception that performance management may be complex or too sophisticated. In each of the three countries being analyzed, it is not uncommon to have young accountants, lawyers or teachers being elected as mayors, or appointed as head of the finance department. Even though several local governments collect data for internal monitoring and decision making, they do not use this information as performance indicators, or to improve resource allocation and service delivery. For example, the city of Szentes, in Hunagry maintains detailed information for the communal sector (in square meters and financial allocation over several years)(potholes repair, square meters of curb maintenance and repair, maintenance of unpaved streets, pavement repair, and bridge repair. According to the head of the communal sector, other cities like Eger and Gödöllö also maintain similar detailed information for this sector. However, none of the cities were aware that this information could be used in developing performance indicators and comparing actual to target workload.

Fourth, many local governments(not only transition economies(view performance measurement as a “report card” that has negative connotations. Many fail to look at performance indicators as a benchmark or baseline that can be used to show positive or improved results in the future.

Fifth, local governments in these countries still have a monopoly in the provision of some services, and are not subject to competition. Performance monitoring or service quality is therefore not of concern. In fact, in Georgia for example, one local government mayor stated that services such as water, heat, etc. are “social goods” and therefore cost recovery should not factor in while providing the service. 

Solutions

Given the above obstacles following are some solutions to implementing a performance management program in the region:

· Use performance information as a baseline for future accomplishments. Some local governments fear that their performance can be used against them(as a basis for being fired. In this situation, it is important to stress that both positive and negative performance can be used to the advantage of local officials. In many cases local governments inherit problems caused by earlier officials, and reporting of current indicators can provide a good occasion for elucidating past, current, and future responsibility. Even if it is not a matter of holdovers from the past, negative performance can be reported clearly to the public with the promise that results will improve in the future.
· Performance management leads to more efficient resource allocation. Many local governments state that they have other priorities for using their limited resources. Performance management can help them prioritize their services and investment policies based on the preferences and feedback provided by the citizens.
· Start small. Since local governments are usually overwhelmed by performance management and perceive it as being complex, it is best to focus on one sector when starting such a program. More sectors can be added later. In fact, most local governments keep detailed input and output information for their services. They are not aware that this information can be used to develop indicators and evaluate performance.

· Performance management should be used  in a positive, constructive manner. If managers and operating staff fear the “report card” element of performance management there are two possible “solutions” to this problem. (1) a cooperative approach to the selection of measures and development of procedures, and (2) using the data not only to identify problem areas but also to provide appropriate commendations or rewards to the staff when the data show major improvements or maintenance of prior levels of service in the face of adverse external factors.

· Secure top-level office support. This is necessary to obtain an adequate commitment of time and resources for the performance management system. Performance management can be undertaken even in the absence of the strong support of the mayor(but perhaps at a smaller scale.

· Establish a working group to oversee program development. The working group(a body of interested persons and representatives of groups that might be affected or benefit from the performance management system(will keep the implementation on track and staff motivated.  Also, including members from outside the specific city department will reinforce a more holistic emphasis on outcomes.

· Reemphasize the broad benefits and use of a performance management system. Even in the absence of competition in service delivery, using limited resources more efficiently; seeing improved service delivery; and developing a better relationship with citizens are results that all local government officials and department heads relate to.

IV. Conclusions
The experience overall demonstrates that performance management can be adopted easily and quickly in central and eastern Europe, and can result in identifying and bringing about small priority improvements.  In Hungary, Szentes was able to develop a more focused analytical approach to decision-making about the social sector through the use of indicators, while three other cities used user surveys to rationalize the primary schools.  In Albania, the first steps of installing some elements of a performance management system enabled the four pilot local governments to focus on sector problems, identify steps for improvements, and set up a system for performance management on a permanent basis.  For example, Lushnja decided to invest in building and acquiring more garbage containers, Elbasan to set up the social service information center, and Baldushku to aggressively seek citizen contributions to building new footbridges.  The plethora of public outreach that emerged from the project was also an indication of the project’s effectiveness in increasing local government accountability.  In Georgia, cities were able to use service improvement action plans to(in a matter of months(introduce concrete improvements in parks based on public opinion polls, user observations, and substantial citizen participation.
The most successful tool we found in our work was the SIAP.  More specifically, the creation of a sector-specific working group(including a number of players with different perspectives(to work first on outlining the current situation and identifying priority problem areas, was effective in generating focus and energy.  From the priority areas came specific targets and overall objectives.  Once those were created, selecting indicators became relatively straightforward.  The experience in Georgia is testimony to the replicability of the process.  With limited or no supervision, city officials were able to develop indicators and establish sector targets. While refinements could be added, cities have shown a remarkable ability to grasp the concepts of performance management and work on their own.

Implementing a performance measurement system anywhere in the world presents challenges.  In Eastern Europe there are added difficulties, but these special challenges ultimately seem to  produce additional possibilities instead of proving to be limitations.  In fact, our experience in the region leads to two main conclusions, both of which stem from the special difficulties in the region. These “obstacles” in fact prove to be most fruitful and germane to the development and implementation of a performance management system.

· Many countries in the region are being decentralized, with fiscal, administrative and service delivery responsibilities becoming the function of local governments. The premise of decentralization is that local governments are in a better position to know and deliver services to their citizens compared to the state government, because  they are “closer” to their constituents. Given that the local governments have new service responsibilities, it is crucial to evaluate the quality of service provision and ensure that municipal services are being responsive to the needs of  citizens. Performance management gives local governments the tools to assume these new responsibilities.

· Performance management is in many ways a huge leap for local governments often utterly inexperienced in decision-making, even policy-making across a range of sectors.  It may be that precisely that inexperience(bringing with it both the desperate need to have some system in place and the absence of disappointment in other earlier experiments(gives local governments in Eastern Europe an unusual opportunity to use performance management to set up an accountable and effective public management system the right way.  
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� The authors draw extensively on their own experience in Eastern Europe, but are also indebted to all those who shaped those experiences – both staff within local governments, and all advisors who worked with them.  We would like especially to mention Harry Hatry, whose ideas have been invaluable throughout each of these projects. 


� Each of these projects has been carried out by the Urban Institute with USAID funding.


� In Hungary (1996(1999) and Georgia (2001(ongoing) the program consisted of five or six one- or two-day training seminars following the local governments’ annual budget cycle (June – March in Hungary, for example), with training in developing a transparent and effective budget along with other financial management skills, such as forecasting techniques, revenue alternatives, performance measures, fiscal indicators, and capital budgeting. The training material also covers other categories, such as citizen participation in governance, the budget process and calendar, implementing and monitoring the budget, and budgeting and accounting.  For more information on the training program, see Wendy Graham and Andrea Tonko, “The Hungarian Municipal Budget Reform Training Program.  Final Report.” August 1999.


� Two case studies provide further details about the budget reform carried out in two cities.  See Ritu Nayyar-Stone and Andrea Tonko (1999), “An Evaluation of Municipal Budget Reform in Hungary: The Szentes Case Study,” The Urban Institute Project No. 06610-533-00; and  Philip Rosenberg (1999), “Budget Reform in Szolnok, Hungary.  A Case Study,”  The Urban Institute, Project No. 06610-533-00.   


� The experience in Albania is most fully described in Katharine Mark (2001), “Performance Management in Albania: Helping Local Governments Improve Services.” Paper presented at a conference on Restructuring, Stability, and Development in Southeastern Europe in Volos, Greece.  


� The Lushnja SIAP and other examples can be found in Sharon Cooley et al. (2000), “Performance Management: A Tool Kit for Improving Local Services in Albania,” The Urban Institute. Project No. 6610-121.


� The Hungarian and Georgian surveys followed the same general principles.


� Thus breakouts allow in-depth examinations of (1) why outcome problems exits and (2) why the program appears successful in some situations and not others. In turn, successful methods from one area can be emulated elsewhere to improve service overall.


� A detailed analysis of the customer survey in Georgia can be found in Ritu Nayyar-Stone. November 2001. “Georgian Local Self-Governance Survey. June-July 2001.” Urban Institute Project No. 06901-012-00.


� Other comparisons that are useful within a city are: changes from one year to the next; differences between areas of the community; findings for various clientele groups; and projected versus actual performance.


� “First Report of the Szentes Social Services Working Group: Using Performance Measurement to Analyze and Improve the Effectiveness of Social Services.”  Andrea Tonko, Sharon Cooley, and Katharine Mark.  1999.
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Exhibit 4

Percentage of Respondents Willing to Pay More for Introduction of Sorted Garbage Collection
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Exhibit 7

Georgia:Park Priorities of Those Using the City Park
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Exhibit 5

About How Many Hours Each Day Do You Have Access to the Water Supply?
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Exhibit 3



How Would You Rate the Condition of Road Surfaces In Your Neighborhood?
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