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accountability. Keeping in mind the link between promises made in the budget process and sub-
sequent accountability, budget staff should make sure performance targets are limited in num-
ber, meaningful, and linked to the services delivered by the organization.

Beware of simplistic rules. Some will argue that if an agency is overspending or underper-
forming, the correct remedy is to cut the budget until the agency is brought to heel. Others 
would like a promise that performance reports will never be used “punitively.” Neither approach 
realistically reflects a meaningful implementation of performance budgeting, which requires that 
variances should be understood before determining a response.

Framework for Performance Budgeting

In the next section, we discuss the selection of elements of performance data. The categories of 
data will be defined as they are reviewed. First, however, we need a framework, and because 
practices vary widely, this framework is prescriptive. Performance budgeting involves four 
stages: (1) proposal, (2) negotiation and approval, (3) execution, and (4) reporting.

Performance measurement in budgeting should follow all these stages. Thus, the perfor-
mance data reported at the end of the budget year should reflect the budget targets approved at 
the end of stage 2. The reporting of performance data that has not been through the first two 
stages bears little relation to the decision-making process.

Performance reports should show targets, actuals, and variances. Targets are proposed and  
budgeted-for levels of performance, such as a proposal that probation officers will complete 10 
offender reviews each week for the year. Actuals are what really occurred, such as the fact that pro-
bation officers averaged 8 reviews a week for the year. Variances are the differences between the 
targets and the actuals. In this example, the unfavorable performance variance is 2 reviews per week.

Within-year reports should show both the current period and the year-to-date information. 
Annual reports should also show the same information for one or two previous years as well as 
targets for the budget year. This form of reporting simply extends a well-established budget 
reporting framework to performance data. It also encourages stability in performance data. This 
framework is demonstrated in Table 9.1.

Table 9.1

Framework for Performance Budgeting
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Prior Year Current Year
Budget  

Year
Future 
Year

Future  
Year

Target Actual Variance Target
Estimated 

Actual Variance Target Target Target

Outcome1

Output
Process Quality
Satisfaction
Process Efficiency
Financial Efficiency
Process 

Effectiveness
Financial 

Effectiveness
Equity2 **** **** **** **** **** **** ****
Note: This template is intentionally left blank.

1 This could also be an interim outcome indicator.

2 Targets should not be set for equity. This is for tracking only.


