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INTRODUCTION

We who teach or practice public management have a love-hate reationship with
performance measurement.  On the one hand, it is hard to deny that public agencies should be
focusng on saving ther dients more effectivdy and efficently as ther bottom line  The
reemergence of performance management and performance budgeting in the last decade reflects
the generd acceptance of this principle.  However, the closr one gets to performance
measurement in practice, the larger the warts appear.  Peaformance measures admost by
definition provide incomplete snapshots of an agency’s operation, and performance comparisons
across organizations can missimportant differencesin their legd and fiscal environments.

The objective of this symposum is to compare the financid management practices and
overdl financid performance of large cities. A wdl-run financid system lies a the heart of a
government’s control system and can provide important information for improving efficiency.
For example, the newest form of cost accounting, activity-based cogting, is a key component in
severd recent management reforms, such as business process reengineering and benchmarking.*
Despite the importance of financid management, comparisons of the financid management
practices of governments are relatively rare, and overal assessments of financid management
peformance are dmost non-exident. Rating agencies clam to consder adminidrative factors in
developing credit ratings, but the criteria and data used are kept vague:

We undertake this task with a hedthy respect for the difficulty of messuring with
precison such a broad and illusve aea.  Appropriate financia management practices may
depend on the context in which they are used, thus, evauaion sysems should reflect the

importance of context. Since measures of the qudity of financia management are often



imprecise, the evauation method should not be overly sendtive to smdl measurement errors in a
few inputs. Mogt importantly, evauations need to capture the breadth of this field by usng a
vaiety of peformance measures that provide a reasonably complete picture of what public
financid managers do.

The evduations undertaken in this symposum taeke advantage of a new source of data,
and a new evauaion methodology. Most comparative research on financid management has
focused on a specific area of financid management, such as capitd budgeting. As pat of the
Government Project (GPP), a joint project of the Maxwell School a Syracuse University and
Governing magazine funded by the Pew Charitable Trudt, detalled surveys on management were
sent to state and loca governments®  The evauation reported in this symposium uses the results
from the GPP City Survey for financid management and capitd management sent to the 35
largest American cities (in terms of revenue) in the spring of 1999. The survey results, combined
with numerous financid documents and reports supplied by the survey paticipants, provide a
rich database that is unprecedented in its breadth.

Evauaing such a wide variety of measures for a complex phenomenon, such as financid
management, is a daunting task. In developing overdl measures of management, we have
employed a new methodology, fuzzy rule-based systems (FRBS), that can handle the complexity
of management sysems, and offe's a number of advantages over traditiond evauation
methodologies*  First it dlows evauators to bresk down complex systems into managesble
components that can be evduaed separatdy. A key pat of the peformance evauations
described in this symposum is the development of frameworks for each area that highlight key
components and how they are related to each dher. In addition, FRBS can use a variety of data

types by converting data into comparable ordina input measures that are not overly senstive to



sndl measurement errors.  The key advantage of FRBS lies in how individuad components are
combined into a performance measure. Ingtead of using smple and arbitrary additive methods, a
series of rules-bases are developed for combining inputs. The rules-bases are a series of rules
that reflect the judgment of the evaluaor or experts in the fidd on what combination of inputs
reflect poor, far or good financiad performance. By design, these rules-bases can reflect the
complex contextud judgments commonly made by evauators.

The symposum is organized into three papers. The fird two papers provide overal
asessments  of  cgpitdl management and  financid management,  respectively. Capitd
management is cearly an dement of overdl financid management, but it was separated from
other financia management functions to reflect the unique long-term perspective it requires. As
the fird paper in the symposum, the paper on capitd management includes a more complete
description of the process of developing a fuzzy rule-based system for evauation than we present
in the other papers. To illudrate this process we have used the firgt city in our sample,
Anchorage, Alaska, as an example.

The lagt paper in the symposum combines measures of financid management with
information on the economy and finances of cities, and uses a FRBS to provide an overdl
assessment of financid performance. A comparison is made between credit ratings derived from
this FRBS and actua Moody's bond ratings for these cities This paper will provide some
indirect evidence on the factors consdered in the development of bond ratings, and the role of
management information, in particular.

Given the typicd daa limitaions and gmplifications required in evduding public
management, the evauation results should be viewed as a fird gep in the evaduation of city
fineanda managemet. A key pat of a fuzzy rule-based systems is the development of rules

matrices that explicitly present the rules for combining inputs into evaudion results — Our



rankings reflect our judgments about what represents good financid management practices, and
under which conditions. Other rules are certainly possble, and would produce different
evaduaions of city financid management. By bringing these judgments about what represents
good peformance to the surface, rules matrices open up the evauation process to scrutiny and

revison.
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