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Process Improvement Issue Paper – PPBS & Performance Measurement


FYDP Improvement Focus Area 5 – PPBS and Performance Measurement

I. Introduction

The FYDP Improvement Project is an effort designed to recommend and implement constructive changes to the Planning, Programming and Budgeting (PPBS) process within the Department of the Navy (DoN).  A part of this overall effort includes a business process review of underlying PPBS processes.  The first phase of the business process review resulted in a detailed model of the existing PPBS process to be used as a referential context for analysis and recommendations.  Based on this model and input from numerous subject matter experts (more than 100 individuals from OPNAV, SECNAV and Claimants), observations concerning potential performance improvement areas have been developed.  FYDP team leadership has narrowed the focus of the original observations areas down to seven issues that have become topics for more in-depth analysis, with the stated goal of developing and implementing performance improvement changes in these areas.  The seven focus areas are:

1. OSD/External PPBS Reporting

2. Information Sharing Across PPBS

3. Audit Trails Within PPBS

4. Data Comparison Across PPBS

5. Performance Measurement/Government Performance & Results Act (GPRA)

6. Manpower

7. Timing Disconnects Within PPBS

The purpose of this paper is to document and communicate the progression of analysis and recommendations in the PPBS & Performance Measurement focus area.  This paper consists of the following six sections and includes initial performance improvement recommendations. Additional recommendations will be included in subsequent revisions.

I. Introduction – A brief summary of the FYDP Improvement Project and a recount of the PPBS Business Process Review history

II. Observation(s) – The original issue statement based on process model analysis and subject matter expert input

III. Problem Description – A detailed description of the observation(s) cited in Section II including supporting background information that illustrates underlying problems

IV. Problem Statement – A concise statement summarizing the underlying problem to be addressed by performance improvement recommendations

V. Root Cause Analysis – A description that identifies the source of the underlying problems within the PPBS & Performance Measurement focus area

VI. Performance Improvement Recommendations – An identification of potential performance improvement solutions based on As-Is process analysis, best practice research and subject matter expert input.

As stated earlier, one of the intended purposes of this paper is to act as a means of communication among the FYDP Improvement Team.  As such, comments and guidance are welcome and encouraged.

II. Observations

The following observations were identified during the As-Is analysis phase of the business process review as areas for performance improvement.  They were validated by the FYDP Improvement Team and SES leadership as critical observation areas within PPBS that should be further examined for potential process improvements:

· Performance measurement is not integrated across PPBS
· There is no apparent PPBS link to the Government Performance and Results Act (GPRA). How is performance against strategic goals tracked in PPBS?
III. Problem Description 

There are two parts to the PPBS performance measurement issue.  The first is centered on the lack of internal performance measures that gauge the overall effectiveness of the PPBS process.  The second involves an external (to PPBS) performance measurement aspect which addresses how information contained in PPBS is used to support the DON in meeting its strategic goals in accordance with the Government Performance and Results Act (GPRA) of 1993.

Internal Performance Measurement - The DON invests a substantial amount of resources (personnel and supporting infrastructure) in the PPBS process.  As such, it is critical that the return on this resource investment be measured in order to determine if the PPBS process is operating efficiently, and resources are being applied correctly.  Performance measurement provides valuable insight into what is working and what is not.  Without performance measurement it is difficult, if not impossible, to improve performance.  In the existing PPBS process there is no objective or standardized approach to applying performance measurement across PPBS to measure the effectiveness of either the entire process, or any given phase of the overall process.  For example, how does DON know if recent changes to the Planning phase such as incorporation of the Integrated Warfare Architecture (IWAR) have improved PPBS?

External Link: PPBS to GPRA – GPRA requires Federal agencies (e.g. Department of Defense (DOD)) to submit a Strategic Plan, an Annual Performance Plan, and an Annual Performance Report.  The Quadrennial Defense Review (QDR) serves as the DOD Strategic Plan.  The Annual Performance Plan requires agencies to set annual performance goals that will help them achieve their overall strategic goals and that are also tied to budgeted line items.  The Annual Performance Report describes the degree to which an agency succeeded in meeting its Annual Performance Plan.  The DON PPBS process is used to implement GPRA within the DON.  However, there is no direct link between the QDR and DON budgeted line items.  For example, the most recent QDR (1997) contains three broad strategic goals – “shape, respond and prepare.”  These goals are tied to DON budget information through Appendix A of the DON Office of Budget (FMB) “Highlights of the DON FY 2001 Budget” book which includes general information such as overseas presence, force levels, sealift capacity and personnel end strength, however, specific budget line items and associated funding are not integrated.  Actual DON performance measures and how they support QDR goals are unclear.  In addition, the integration between the Planning phase of PPBS and DOD strategic goals (as related to performance measures) is uncertain. 

III.1 Examples

· There are no DON internal performance measurements that provide feedback to the Planning, Programming and Budgeting phases on how effective these phases are in performing their actions.  Each phase of the PPBS process believes that they fix mistakes or shortcomings found in the other phases.

· There are over 1000 budget line items in the DON budget.  The link between these line items (at an individual or summary level) and DON performance or strategic goals is unclear.

· The relationship between DOD strategic goals in the QDR, DOD performance measures, the DON PPBS Planning phase and DON performance measures is uncertain.

· DOD Annual Performance Plans are not directly linked to detailed DON budget requests, and Annual Performance Reports are not directly linked to budget expenditures. 
III.2 Stakeholders/participants
· FMB 

· N80

· N81

· USMC P&R

· OSD

As owners of the overall PBBS process these stakeholders are most directly affected by performance measurement. FMB coordinates DON GPRA compliance for both the Navy and Marine Corps.  Other participants, including resource sponsors and budget submitting offices, provide data in support of GPRA reporting but are less directly affected by changes to PPBS performance measurement and GPRA.

III.3 Information Systems
· NBTS (Navy Budget Tracking System) – Budget data contained in NBTS at the line item level is used to provide GPRA reporting information.

· Other Information Systems - TBD1
1 – FMB collects various data from many organizations throughout DON when updating GPRA performance measures.  All of these systems have not yet been identified.  All information obtained from these systems is communicated through email in MS Word format to FMB for consolidation.

IV. Problem Statement 
There is an absence of performance measurement internal to the DON PPBS process and an unclear link between DON budgeted line items, performance measures, and strategic goals (both DOD and DON). This results in an inability to accurately measure PPBS process efficiency and effectiveness of DON expenditures in meeting strategic goals. 

V. Root Cause Analysis

One reason it has been difficult to implement DON PPBS performance measures is the length of the PPBS process.  The process is so long that before strategic plans can produce measurable results, the originally sought outcome has been changed due to constant revisiting of prior decisions.  This is caused by the influence of many variables that touch the PPBS process during its two and one-half year cycle.  These variables include internal and external political factors, changes to the nation’s defense needs, and changing resource availability.

Secondly, there are inherent weaknesses in the line item structure used to convey budget intentions to Congress.  Even if the aforementioned variables did not influence a particular final budget, its line items would not provide a clear picture of expected results. There is no direct link between the existing line item structure and strategic plans and goals.

Thirdly, the types of strategic goals within the defense establishment do not always lend themselves to easily identified and tracked performance measures.  

Although the potential benefits of internal performance metrics are well known, performance measurement appears largely on an ad-hoc, reactive basis across the DON PPBS process.  Popular concerns regarding performance metrics have likely contributed to this problem within the DON.  Often, an organization will believe that the costs of implementing performance metrics outweigh the benefits, especially if the results are used within the organizations in a negative manner.  

VI. Performance Improvement Recommendations

Based on analysis of the As-Is DON PPBS process, best practices research and interviews with key stakeholders in the PPBS process, an initial wave of twelve high-level solutions has been developed for addressing the problems presented by each issue paper, including this one.  Within these solutions, specific process changes have been proposed and are linked to one of the seven focus areas, as indicated by the shaded blocks in the matrix below.  The details of the proposed solutions and recommended changes within the PPBS and Performance Measurement focus area are discussed in more detail following the matrix. For easy reference, the column pertaining to the PPBS and Performance Measurement  focus area has been circled.
In this paper, as in the others, it should be noted that this initial wave of recommendations does not necessarily address all of the issues discussed above in the Problem Description section.  Conversely, some of these recommendations may address best practices, or problems identified by best practice research, that are not specifically cited in the Problem Description.


[Section continued on next page.]

Solution/Focus Area Matrix

Among the four phases that comprise the PPBS process, there are inadequate internal data links established for the purpose of evaluating their individual and collective success.  Three solutions are proposed below for improving this situation and enhancing the ability to measure the success of the DON PPBS process and its link to strategic plans and goals.

The first recommendation is to link execution data back to planning, programming and budgeting.  By relating this information back to the first three phases of the PPBS process, their predictive accuracy could then be measured and improved if necessary.  At a more detailed level, execution information could be used to identify within each phase any specific, recurring miscalculations that consistently fail to align with the reality of how money is spent in the field.  On a larger scale, this new metric could also be used to help evaluate the effectiveness of PPBS as a tool for developing plans, programs, and budgets that justify the complexity and effort required for their production.  

At a higher level, the link from DON strategic goals to programs and budgets is also an area for performance improvement.  Currently, specific program element and budget line item dollars are not measured against the strategy, vision, and goals disseminated by the Secretary of the Navy (SECNAV), Chief of Naval Operations (CNO), Defense Planning Guidance (DPG), or Quadrennial Defense Review (QDR).  This disconnect can be addressed by leveraging the ongoing PBIS development effort.  Specifically, a strategic goal attribute should be introduced into the PBIS data structure for capturing a program’s or budget line item’s relationship to DON strategic goals.  This new capability could also be used to enhance the DON’s ability to help OSD fulfill the requirements of the Government Performance and Results Act (GRPA).
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