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VBA WORK MEASUREMENT AND GROSS PRODUCTIVITY MEASUREMENT SYSTEMS





EXECUTIVE SUMMARY








 1.	PURPOSE OF CIRCULAR





	This circular is an Executive Summary to the Veterans Benefits Administration (VBA) Work Measurement System and the VBA Gross Productivity Measurement System Circulars (i.e., to provide a brief explanation of the VBA Work Measurement and Gross Productivity Measurement Systems).  For a detailed explanation of these two systems, see Circulars 20-00-2 and 20-00-3.








 2.	PURPOSE OF SYSTEMS





	a.	VBA Work Measurement System.  The purpose of work measurement is to help make local management actions more effective.  The VBA Work Measurement System was designed at the request of VBA field station managers and supervisors to help them compute effectiveness, project workloads, estimate staffing needs, and schedule overtime.





	b.	VBA Gross Productivity Measurement System.  The VBA Gross Productivity Measurement System was designed as a management and budget tool to simplify, standardize, and improve VBA's ability to compute productivity, project work-loads, estimate staffing needs, and allocate resources.  It is the foundation upon which VBA's entire General Operating Expense (GOE) budget formulation and allocation process was built.





	c.	Complementary Systems.  The VBA Gross Productivity Measurement System and the VBA Work Measurement System are complementary systems.  The VBA Gross Productivity Measurement System was not designed nor intended to replace the VBA Work Measurement System.








 3.	BACKGROUND





	a.	General.  Productivity is the ratio of output to input; i.e., the goods or services produced (output counts) in relation to the resources utilized (input measures).





	b.	Value of Productivity Measurement.  Productivity measurement serves to identify where an organization is now, compared to where it was in the past. The value of productivity measurement comes from interpreting trends. By identifying the causes of various productivity trends, management can more precisely identify organizational problems and respond to them.  Likewise, the causes of good productivity can be analyzed for possible incorporation in other areas.  The VBA Gross Productivity Measurement System identifies productivity trends, and the VBA Work Measurement System helps identify the causes of productivity trends.  In performing these analyses, care must be taken to ensure that productivity is not emphasized more than VBA’s core performance measures (i.e., customer satisfaction, timeliness, accuracy, unit cost, and employee develop-ment/satisfaction).
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	c.	Productivity Measurement Versus Work Measurement. The Gross Productivity Measurement System should not be confused with Work Measurement System.  Their purpose and data are similar, but not the same.  The following statements high-light differences in their purpose and data:





		(1)	The VBA Gross Productivity Measurement System focuses only on the final benefits and final services of the five Business Lines, while the VBA Work Measurement System focuses more on detailed direct labor activities and tasks.





		(2)	Gross productivity measurement data are extremely important in budgeting and allocating FTE and costs, but are not sufficiently detailed to answer many questions or solve many problems that are of interest to local managers (e.g., the direct labor time required to perform specific tasks).





		(3)	Work measurement data are used in business process reengineering (BPR) to analyze detailed activities and tasks to identify processing changes that can be made to bring about improvements.





		(4)	Work measurement data can show how productivity is changing in the short run - such as from day to day or week to week.





		(5)	Work measurement data can be used in distributing work, borrowing and loaning time, and/or scheduling overtime.








 4.	COMPARABLE TERMS AND FORMULAS





	a.	Output Counts.  Work units that are counted to determine production.





		(1)	Reportable Work Units.  The Work Measurement System counts mostly detailed reportable work units as output.





		(2)	Workload Indicators.  The Gross Productivity Measurement System counts only workload indicators (i.e., final end products and services) of the five Business Lines as output.





	b.	Input Measures.  Resources (e.g., staffing, capital goods, funds, and intermediate work processes) that are measured to compute productivity.





		(1)	Direct Labor Hours (HRS).  The Work Measurement System measures calendar month direct labor hours (HRS) as input.





		(2)	Adjusted GOE Employees (FTE).  The Gross Productivity Measurement System measures calendar month adjusted GOE full-time equivalent employees (FTE) as input.





	c.	Performance Standards.  Multipliers that are used to convert the output counts to the same terms that are used to measure input.





		(1)	Work Rate Standards (HRS).  The Work Measurement System uses work rate standards as performance standards, to convert the reportable work units to weighted output which is expressed in terms of the direct labor hours (HRS) required to complete the reportable work units.
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		(2)	Base Weights (FTE).  The Gross Productivity Measurement System uses base weights as performance standards, to convert the workload indicators of the five Business Lines to weighted output expressed in terms of the Business Line adjusted GOE employees (FTE) required to complete the workload indicators.





	d.	Staffing Ratios - Employment Factors (FTE).  The Gross Productivity Measurement System also uses employment factors as staffing ratios, to convert the workload indicators of the five Business Lines to weighted output expressed in terms of the Indirect Support adjusted GOE employees (FTE) required to support the Business Lines.





	e.	Weighted Output.  Work units (i.e., output counts) expressed in terms of the resources (i.e., input measures) that were utilized in the base period to produce the same number of work units.  This is accomplished by multiplying each output count by its own performance standard.





		(1)	Standard Hours (HRS).  The Work Measurement System uses standard hours (HRS) to express weighted output.





		(2)	Weighted Output (FTE).  The Gross Productivity Measurement System uses employee-years (FTE) to express weighted output.





	f.	Productivity.  Ratio of output to input; i.e., the amount of goods or services provided (weighted output) - divided by the resources (input measures) utilized providing them.  In VBA this ratio is expressed as a percentage (i.e., multiplied by 100).





		(1)	Direct Labor Effectiveness Ratios (HRS).  The VBA Work Measurement System uses productivity indexes (HRS), called direct labor effectiveness ratios (HRS), to indicate productivity.





		(2)	Productivity Indexes (FTE).  The VBA Gross Productivity Measurement System uses productivity indexes (FTE) to indicate productivity.








 5.	WORK MEASUREMENT DEFINITIONS (HRS)





	a.	Output Counts - Reportable Work Units.  Detailed, countable, and tangible expressions of the output of one or more employees - that involve the completion of one or more work processes - required to complete a task.





	b.	Input Measures - Direct Labor Hours (HRS).  Calendar month FMS GOE hours plus overtime hours plus borrowed hours minus loaned hours minus annual leave hours minus sick leave hours minus authorized absence hours minus unmeasured hours minus indirect labor hours.





	c.	Performance Standards - Work Rate Standards (HRS).  Direct labor hours (HRS) per reportable work unit output count in units in the base period; i.e.,





                      Base Period Direct Labor Hours            


Work Rate Standard = ------------------------------------------------------.


                    Base Period Reportable Work Unit Output Count in Units 





Note:  Work rate standards are developed from data collected in periodic work measurement performance studies conducted at a sample of field stations.  The base period is usually the entire fiscal year in which the study was conducted.
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	d.	Weighted Output - Standard Hours (HRS).  The output count for each reportable work unit in units multiplied by its own work rate standard; i.e.,





Standard Hours = Reportable Work Unit Output Count in Units x Work Rate Standard.





	e.	Productivity - Direct Labor Effectiveness Ratio (HRS).  The ratio of standard hours (HRS) earned to direct labor hours (HRS) used, expressed as a percentage (multiplied by 100); i.e.,





                             Standard Hours (HRS)         


Direct Labor Effectiveness Ratio = ------------------------- x 100.


                             Direct Labor Hours (HRS)       








 6.	GROSS PRODUCTIVITY MEASUREMENT DEFINITIONS(FTE)





	a.	Output Counts - Workload Indicators.  The final benefits and services provided by the five Business Lines to veterans, service members, and their dependents and beneficiaries.





	b.	Input Measures - Adjusted GOE Employees (FTE).  Calendar month FMS GOE full-time equivalent employees (FTE) plus overtime FTE plus borrowed FTE minus loaned FTE.





	c.	Performance Standards - Base Weights (FTE).  Business Line adjusted GOE employee-years (FTE) per workload indicator (i.e., final end product or service) output count in thousands in the base year; i.e.,





              Base Year Benefit Program Adjusted GOE Employee-Years (FTE)  


Base Weight = ------------------------------------------------------------.


             Base Year Workload Indicator Output Count in Thousands   





		(1)	Standard Base Weights (FTE) are developed from nationwide base year workload and employment data; are the same for all stations; and are updated every five years.





		(2)	Local Base Weights (FTE) are developed from individual station base year workload and employment data; are different for each station; and are updated every year.





	d.	Staffing Ratios - Base Employment Factors (FTE).  The Indirect Support adjusted GOE employee-years (FTE) per Business Line adjusted GOE employee-year (FTE) in the base year; i.e.,





                    Base Year Indirect Support Adjusted GOE Employee-Years (FTE) 


Employment Factor = -------------------------------------------------------------.


                    Base Year Business Line Adjusted GOE Employee-Years (FTE)





		(1)	Standard Base Employment Factors (FTE) are developed from nation-wide base year employment data; are the same for all stations; and are updated every five years.





		(2)	Local Base Employment Factors (FTE) are developed from individual station base year employment data; are different for each station; and are updated every year.
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	e.	Weighted Output - Business Line Weighted Output (FTE).  The output count for each workload indicator (i.e., final end product or service) in thousands multiplied by its own base weight; i.e.,





Bene Prog Wghted Output (FTE) = Workload Indicator Output Count In 1000s x Base Weight.





		(1)	Standard Business Line Weighted Output (FTE) are computed using standard base weights, which are the same for all stations.





		(2)	Local Business Line Weighted Output (FTE) are computed using local base weights, which are different for each station.





	f.	Weighted Output - Indirect Support Weighted Output (FTE).  The standard or local Business Line(s) weighted output (FTE) multiplied by the standard or local employment factor of the Indirect Support Activity that supports the Business Line(s); i.e.,





Ind Supp Weighted Output (FTE) = Business Weighted Output (FTE) x Employment Factor.





		(1)	Standard Indirect Support Weighted Output (FTE) are computed using standard Business Line weighted output (FTE) and standard employment factors.





		(2)	Local Indirect Support Weighted Output (FTE) are computed using local Business Line weighted output (FTE) and local employment factors.





	g.	Productivity - Productivity Index (FTE).  Ratio of “annualized” Business Line and/or Indirect Support weighted output (FTE) to their adjusted GOE employee-years (FTE), expressed as a percentage (multiplied by 100); i.e.,





                     Annualized Weighted Output (FTE)       


Productivity Index (FTE) = ---------------------------------- x 100.


                     Adjusted GOE Employee-Years (FTE)       





Note:  The weighted output (FTE) in the numerator (top) of the above equation is annualized (i.e., multiplied by 12 months and divided by the number of months in the period), because the input measure (FTE) in the denominator (bottom) of the equation is annualized or expressed in terms of employee-years.





		(1)	Standard Productivity Indexes (FTE) are computed using standard weighted output (FTE).





		(2)	Local Productivity Indexes (FTE) are computed using local weighted output (FTE).








 7.	FACTORS AFFECTING PRODUCTIVITY





	a.	Productivity should not be considered as the only, or even the best, measure for evaluating performance.  Rather it serves to identify where an organization is now, compared to where it was in the past.  The value of productivity measurement comes in interpreting trends.  By identifying the causes of various productivity trends, management can more precisely identify organizational problems and respond to them.  Likewise, the causes of good productivity can be analyzed for possible incorporation in other areas.
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	b.	Variations between individual station productivity and the national averages are expected and normal - but extreme variations over several months should be analyzed to determine the causes.





	c.	Low Productivity could be caused by any one or a combination of the following:





		(1)	Reorganizations;





		(2)	Implementation of new methods or procedures;





		(3)	Inadequate management;





		(4)	Lack of training, skill, aptitude, or diligence on the part of employees;





		(5)	Unfavorable attitude or morale;





		(6)	Equipment breakdown;





		(7)	Assignment of a large one-time job or project;





		(8)	Abnormal personnel turnover requiring time-consuming instruction and orientation;





		(9)	Inaccurate work counts (reportable work units understated);





	   (10)	Inaccurate reporting of staff-hours (employees could be assigned to the wrong cost center/organization code in the PAID System);





	   (11)	Poor scheduling of work, causing excessive waiting time; or





	   (12)	Assigned number of employees/staff-hours excessive for workload.





	d.	High Productivity could be caused by any one or a combination of the following:





		(1)	Reorganizations;





		(2)	Employees have greater than average skill or aptitude, or exercise greater than average diligence;





		(3)	Effective use of non GOE employees - their work is included in the output counts, but their staff-hours are excluded from the input measures;





		(4)	Weighted output needlessly generated by completing unnecessary work units;





		(5)	Overstated work counts;





		(6)	Inaccurate reporting of staff-hours (employees could be assigned to the wrong cost center/organization code in the PAID System);





		(7)	All elements of work not being performed;
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		(8)	Employees not maintaining fully acceptable balanced scorecard; and





		(9)	Assigned number of staff-hours/employees inadequate for workload.








 8.	MANAGEMENT USE OF PERFORMANCE MEASUREMENT DATA





	a.	Analyzing Performance





		(1)	Performance reports become more meaningful when they are analyzed to determine the causes of apparent inferior and superior performance.





		(2)	Care must be taken to ensure that productivity is not emphasized more than VBA’s core performance measures (i.e., customer satisfaction, timeliness, accuracy, unit cost, and employee development/satisfaction).





		(3)	The most common factors affecting performance are personnel, procedures, workload, management, staffing, and overtime.





		(4)	Apparent deficiencies may be temporary or permanent, and they may or may not be subject to correction.





		(5)	Long-term improvements are accomplished primarily by eliminating the causes of inferior performance, and institutionalizing the causes of superior performance.





	b.	Rule of Thumb





		(1)	Local Base Weights and Local Employment Factors are useful in comparing one station to another, because they show the resources (i.e., FTE) each station used the previous year to complete each workload indicator.  The local base weights and local employment factors are developed from each individual station's prior year workload indicators and adjusted GOE employment (FTE), and are sensitive to local variables such as station size and location, economic conditions, and workload mix.





		(2)	Local Productivity Indexes give the best indication of what an individual station's productivity is doing compared to its own local conditions and prior year data - but are not as useful in comparing one station to another.  Note:  Every station's local productivity indexes are set equal to 100.00 in the prior (i.e., base) year.





		(3)	Standard Base Weights and Standard Employment Factors are not sensitive to local variables.  They are updated at five year intervals, and are the same for all stations.





		(4)	Standard Productivity Indexes are useful in identifying differences between stations over a multi-year period, but they do not compensate for differences caused by local variables which are beyond station control.





		(5)	Direct Labor Effectiveness Ratios are useful in identifying differences between the same divisions at different stations, but they do not compensate for differences in the way stations process and/or count their work.
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		(6)	Work Rate Standards are updated at irregular intervals to incorporate revised resource requirements due to changes in procedures and/or regulations.





	c.	Evaluating Employees.  The VBA Work Measurement and Gross Productivity Measurement Systems should not be used to evaluate individual employees.  Measurement techniques with more precision are required to evaluate individual performance.  It is important to recognize that:





		(1)	VBA performance standards (i.e., work rate standards, base weights and employment factors) are designed to measure activities - not individuals; and





		(2)	Supervisors frequently do not assign individual employees the full range and mix of work processes covered by each work rate standard or base weight.





	d.	Conclusions





		(1)	Performance measurement systems can have reliable standards and valid output and input data, but serve no real purpose - unless their data are understood and effectively utilized, and a “balanced scorecard” is maintained.





		(2)	At the field station level, performance measurement data provide useful management facts for projecting workload and resource requirements, distributing workload and resources, supervising operations, and evaluating group performance.





		(3)	The performance measurement systems provide barometers of changing workload and resource relationships, and should be primary management tools for appraising resource utilization.





		(4)	The VBA Work Measurement and Gross Productivity Measurement Systems are straightforward, easy for managers and employees to understand, and are of maximum utility in targeting areas for improvement in all program functions.





	e.	Questions/Recommendations.  Questions, comments, and/or recommendations concerning the VBA Work Measurement or Gross Productivity Measurement Systems should be referred directly to Mr. James Scanlon (202-273-5432).








 9.	RESCISSION





		Circular 20-94-3, dated March 21, 1994.




















                                             Joseph Thompson


                                             Under Secretary for Benefits
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