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Outcome-Based Performance Budgeting
ISSUE
The General Assembly will be receiving new budget forms for certain Executive Branch
programs for review by the respective appropriations subcommittees as part of the OutcomeBased Performance Budgeting Pilot Project. The General Assembly will need to determine if
the new format and information provided is useful for budgetary decision-making.
The Council on Human Investment recently recommended that the name of Outcome-Based
Performance Budgeting be changed. This Issue Review, the attached forms, and all activity
of the pilot project have been identified as Outcome-Based Performance Budgeting. Any
future reference will be as “Budgeting For Results.”
AFFECTED AGENCIES
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Departments of Corrections, Economic Development, Education, Employment Services,
Public Health, Human Services, and Inspections and Appeals
CODE AUTHORITY
Chapters 8 and 8A, Code Of Iowa
BACKGROUND
During the 1993 Legislative Session the General Assembly adopted SF 268 (Iowa Invests
Program) which created the Iowa Council on Human Investment. The charge to the Council
included:
•

Develop a long-term investment strategy that includes broad measurable policy goals
and benchmarks with input from a cross-section of the population.

•

Develop an investment budget and accounting model that provides a financial
weighing of investments. The model shall be implemented on a pilot basis.

•

Study the potential for the State to appropriate funds according to the highest return
on investment and make recommendations to the Governor and the General
Assembly related to fully implementing the model developed for the pilot project.
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•

Develop and apply return on investment accounting standards.

•

Advocate for regulatory and legislative initiatives to decategorize funding and deregulate to
improve investment.

•

Educate the public, community agencies, and the General Assembly concerning
investment principles and practices.

•

Conduct customer satisfaction surveys of the users of public services to determine the
effectiveness of public programs.

As part of the overall effort, the Council established a working group of Executive Branch budget
and policy staff to formulate a process to be used in developing an outcome-based performance
budget. Staff of the Legislative Fiscal Bureau (LFB) participated in discussions of concepts and
procedures as part of the oversight function of the Bureau.
What is Outcome-Based Performance Budgeting?
The goal of outcome-based performance budgeting is to tie the appropriation of resources to the
outcomes or results expected from a program. An outcome-based performance budget is
developed by defining the desired outcomes or results of a program, establishing the cost of a unit
of service or set of services necessary to achieve those outcomes, and determining how many
units of the desired outcomes can be achieved with the requested level of funding. Then resources
are allocated on the basis of expectation of performance. Performance is then tracked and
analyzed to determine progress toward meeting the desired outcomes and department directors
are held accountable for the performance.
Outcome-based performance budgeting differs from an incremental line item budgeting approach
utilized in some states by attempting to focus the discussions of decision-makers on the expected
program outcomes and results. This approach may allow decision-makers to evaluate the impact of
various service delivery strategies in Iowa and ultimately to select between packages of services
based on outcome/impact and unit cost. A line item approach focuses discussion on line item
resources (measures of program inputs) and program activities (measures of program outputs).
Iowa’s Current Budgeting System
Supporters of outcome-based performance budgeting state that it maximizes flexibility for executive
branch agencies by not restricting the areas of expenditure. The current budgeting system already
provides that flexibility in Iowa. Department requests are presented to the General Assembly in a
modified base budget approach, not the line item approach used in some other states.
Departments determine 75.0% of the previous year’s budget and only justify the remaining 25.0%,
normally in three decision packages, to return to the current level of funding. New programs or
additions to existing programs are normally specified as additional decision packages.
The actual appropriations and full-time equivalent position authorizations made to the departments
by the General Assembly are normally single appropriations for each budget unit or program. A
budget unit currently may have multiple programs. Once the appropriation is made, department
directors have the authority to shift resources between expenditure categories, such as travel and
equipment. Additionally, they are allowed to transfer funds between programs or budget units with
approval of the Department of Management and prior notification to General Assembly.
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The current budget forms utilized by the General Assembly present information on sources and
amounts of funds, types and amounts of expenditures, and the number of full time equivalent
positions associated with the funding. However, these are for informational purposes, and funds
are not appropriated based on those itemized expenditures in Iowa as happens in some other
states.
The current information requested for submission of budget requests by the Department of
Management (DOM) includes a schedule for reporting performance measures. However, the
quality of the measures has been insufficient in the past to provide a foundation for budget
decision-making.
CURRENT SITUATION
The working group’s discussions and research related to approaches taken in other states resulted
in the development of a new budget request process and format. The new format is being used by
seven Executive Branch agencies with each selecting a single area or program, except the
Department of Economic Development which selected three areas for the pilot. The DOM agreed
that the new request format and process do not replace the current budget request process and
format at this time, but are in addition to it.
The forms developed for the pilot project do provide sources and amounts of funding, but present
expenditures only as a cost per unit of service and number of units of service to be provided. No
information on full-time equivalent positions associated with the funding requested is presented.
Additionally, most departments chose to identify only one performance measure for each program.
Normally programs have more than one outcome expected and therefore should have multiple
measures. The exception was the Department of Public Health which identified three performance
measures relating to different aspects of the Child Immunization Program that could be measured.
The programs chosen for the pilot project by department are:
•

Department of Corrections - Correction’s Training Center.

•

Department of Economic Development - Tourism Advertising, International Trade and
Export Trade Assistance Program, and Workforce Investment Program.

•

Department of Education - Safe and Drug Free Schools Program.

•

Department of Employment Services - Audit and Analysis Reporting Program.

•

Department of Public Health - Child Immunization Program.

•

Department of Human Services - Job Opportunities and Basic Skills (JOBS) Program.

•

Department of Inspections and Appeals - Foster Care Review Board.

The Council on Human Investment and the DOM plan to expand the number of departments and
increase the scope of participation in departments currently involved for the FY 1998 budget year
requests. They expect to have all agencies and programs utilizing the new process within the next
four years. During FY 1997, the DOM is planning to work with the Information Services Division of
the Department of General Services to incorporate the new format into the computerized budget
request system.
Potential Problems and Concerns
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Among the issues surrounding the application of outcome-based performance budgeting are:
•

The amount and types of information provided during budget decision-making will be
greatly reduced if the new format is adopted in its present form and the current forms are
eliminated. (See Attachment A for the new format and Attachment B for the current
budget forms for International Trade and Export Trade Assistance Program. Definitions
utilized in developing the information included in the forms can be found in Attachment C.)

•

The time frame during which policy makers must wait to determine if a program is really
achieving the specified outcomes is normally longer than election cycles. Experience in
other states has shown that it may take two or three years to collect sufficient information
to begin making an assessment of program outcomes and that often the true outcomes of
a program are not known until five to ten years after the program activities occur.

•

Defining the program. Is the University of Iowa a program, or the College of Liberal Arts, or
the Department of History, or the Soviet Studies Program the appropriate level at which to
a define program?

•

Defining the outcomes. It is possible to have more than one result. When a prisoner has
been incarcerated and released is the appropriate outcome the number that are not
returned to the system (rehabilitation) or the number of years the criminal has been kept off
the streets (punishment)?

•

It is often difficult to identify accurate and reliable outcome measures. The current
budgeting system has included performance measures for several years. However,
departments have not utilized the existing system effectively, nor has the DOM required it.

•

Performance measures may need to be revised when it is found that data is unavailable,
too expensive to collect, or the measure is not a valid measure of the outcome. As this
happens, the length of time between beginning measurement and determining program
impacts continues to lengthen.

•

Historical data is often not available for outcome measures and therefore must be collected
where possible or collection must be started with no comparative historical data expected.

•

The cost of developing a new data collection system can be substantial and the benefits, in
terms of a better product, to the Executive Branch or Legislative Branch, may not be
sufficient to justify those costs.

•

It is essential that any system of data collection include storage that allows independent
verification of the data used to measure the outcomes.

Can the Budget Format be Changed Without Approval of the General Assembly?
The Director of the DOM has the authority to specify the form of the budget document submitted, if
the Legislative Fiscal Bureau receives prior notification of the planned change. However, the LFB
can specify the format of the accounting system data to insure appropriate information is provided
for tracking expenditures. This allows the LFB to meet the oversight needs of the General
Assembly.
As noted above, the format designed for the Pilot Project provides significantly reduced information
for review by the appropriations subcommittees during budget decision-making. Utilizing the new
information in conjunction with the current budget forms may provide additional information that is
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useful. However, the current system can accommodate performance measures and eliminating
information that has proven utility for decision-makers until a new approach is fully test would be
inappropriate.
ALTERNATIVES
The General Assembly may wish to consider the following alternatives.
•

Rather than generating new forms for reporting performance measure information, require
the DOM to have departments report the new outcome-based performance measures on
the schedule that is currently available. Additionally, outcome-based performance
measures should be tied to the decision packages that departments create in requesting
funding.

•

Require that the current budgeting system be maintained until departments, the Governor,
and the General Assembly have had sufficient experience with the new process to insure
its adequacy for decision-making.

•

Require all departments receiving General Fund appropriations to participate in the next
phase of the pilot project and to select a program that is funded by the General Fund rather
than only from federal or other funds.

•

Identify specific programs and departments of interest to the General Assembly, and
require participation of those in the next phase of the pilot project.

•

Require that the new budget forms be incorporated into the current set of budget forms as
another schedule.

•

Require that the General Assembly, or the appropriations subcommittees, review and
approve all performance measures.

BUDGET IMPACT
The Department of Management has estimated that through November 1995, approximately
$800,000 has been expended on developing and implementing the Council on Human Investment’s
efforts. This includes a combination of appropriations to the Council on Human Investment, staff
time from other departments, and private sector volunteers involved in developing benchmarks and
implementing the pilot project. The Department of Management is requesting $197,000 for the
Council for FY 1997.
Although no specific information is available at this time, the experience from other states indicates
that this approach is more expensive and time consuming than initially anticipated, but can provide
useful additional information for policy and resource allocation decisions.
Discussions with staff from other states also indicate that this process needs to be tied to strategic
planning and continuous improvement efforts within each department. This will make the results
more meaningful and allow them to be utilized as a management tool as well as a policy tool.
STAFF CONTACT: Douglas Wulf (Ext. 13250)
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