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Abstract

For many years, research on public sector performance measurement has focused on the
more ‘mainstream public interest’ sections such as Health, Education, or Police Services and
overlooked agencies and public bodies. The research aimed to explore the issues of
performance measurement in the context of British executive agencies and non-departmental

public bodies with a view towards development an improvement.

Through a three-phase exploratory study, the research set out to gain an in-depth
understanding of performance measurement practice and in doing so, identified and
examined the key elements for development and improvement. Phase I was a large scale
questionnaire-based survey which, in broad sense, explored the nature of and reasons for
performance measurement, the tools used, factors influencing design and the perceived level
of system effectiveness. Phase II was a more in-depth study, extending the efforts of Phase
I, sought to examine some of the issues in greater detail; and Phase III was initiated based on

managers’ desire, explored the feasibility of devising a tool to inform and evaluate
performance measurement practice.

The research has found that performance measurement practice and knowledge was evident
across agencies and public bodies. The research also revealed niné interconnected elements
as key to effective performance measurement. Based on these findings a framework for
performance measurement practice was developed. Out of which, a performance
measurement practice evaluation tool (PMPET) has been created. Although the framework

and the resulting PMPET were customised for agencies and public bodies, they aimed to be
generically applicable to the wider sections of public sector. |
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Chapter 1 Introduction

1.1 Statement of the Problem

British government continually puts more pressure on public organisations to improve
performance since the establishment of the Efficiency Unit in 1979. Several initiatives were
put in place encouraging a more devolved approach to performance management within a
continuing framework of clear national standards. Incidentally, the Scottish Government
launched the National Performance Framework in the 2007 Spending Review. One would
expect to see a heightened level of performance measurement activities within British
government. However, it is evident from the literature research on public sector
performance measurement has focused on the more ‘mainstream public interest’ sections
such as Health, Education, Police Services or local authorities and overlooked the executive
agencies and public bodies as part of the central government. What is the nature of
performance measurement for agencies and public bodies? How do agencies and public

bodies approach performance measurement? What works for them?

Many authors attest that performance measurement can have beneficial effects on public
organisations (Ball and Beckett 1991; Smith 1993; Behn 1999; de Bruijn 2002a). Published
literature, whether based on theoretical or empirical works present an array of development
and implementation issues and challenges, and typically conclude with recommended
approaches or actions to ameliorate such incidences. The variations of suggestions and good
practices are essentially communicating the message ‘what works for one may not work for

another’ and that there may be ‘no one solution for similar problems in different contexts’.

Previous works (see e.g.Ferlie, Pettigrew et al. 1996; Boland and Fowler 2000; Pidd 2004)
report that it is becoming a common practice for public sector organisations to adopt
performance measurement models or tools that were originally designed for the private
sector such as the Balanced Scorecard or the EFQM Excellence Model. Is the use of such

tools common amongst agencies and public bodies? Were these tools immediately
applicable?

Because the development and practices of performance measurement are influenced by the
context within which they operate, this study is designed within the social constructionism
epistemology. The research set out to explore the issues of performance measurement in the
contexts of executive agencies and public bodies with a view toward development and

improvement. The research took on the task to study, document, identify and communicate
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good performance measurement practice emphasising day-to-day practical applications
within the context of agencies and public bodies. How widely is performance measurement
used? What are the reasons for performance measurement? What types of approach are in
use? What is the perceived level of effectiveness of existing performance measurement
practice? What influences design of system? Do managers need some kind of tool to inform

and evaluate performance measurement practice?

1.2 Research Gaps

The three main streams of literature on performance measurement include (i) the exploration
of issues related to system development processes offering guides on separate aspects such
as design, implementation and/or use; (ii) the development and review of frameworks and
models explaining and informing the design and implementation of a more coherent system;

and (iii) the discussions on unintended consequences resulting from measuring and
monitoring performance,

The studies on different and separate aspects of system development offer in-depth
understanding relevant to each aspect being examined but may still be lacking due to (i)
inter-sectoral concerns where processual issues are said to be context dependent (Hales
1986) and that the nature of public sectors’ tasks may be fundamentally different from that of
the private sector (Hood 1991); and (ii) such recommendations on good practices for
separate aspects of design and development of performance measurement often loose sight
of the broad perspective of a whole system. This study aims to bridge this gap by examining
performance measurement as a coherent practice in a specific context and in doing so,

identifying the critical factors with a view towards development and improvement.

The research on British public sector performance measurement has largely concentrated in
health services and local authorities. An example of the extent to which the other sections of
the public sector were neglected in terms of research, a search by the researcher using
ABU/Inform electronic database on publications of the joumnal, Public Money and
Management between October 1997- October 2008 produced a list of 56 articles related
public sector performance measurement or improvement, and of these only 6 were focused
on agencies or public bodies (being a section of central government) as compared to 31 for
local authorities, and 4 for NHS. This is also demonstrated by Ferlie, Hartley et al (2003) in
their assessment of knowledge generated on public governance and management. They
found 15 out of 24 papers on public service organisations published by the British Journal of
Management between 1992 and 2002 had a strong healthcare focus. In comparison, there



are only 3 articles focusing on central government. Hence, there is obvious opportunity for
an exploratory study to better understand performance measurement in context of British

agencies and public bodies being a section of central government.

Since the establishment of the Efficiency Unit in 1979 and numerous initiatives such as,
among others, the introduction of Modernisation, Reforms and Accountability policy (1999-
2000) and the Next Step Initiatives in 1988 which saw the conception of agencies and non-
departmental public bodies, there have been undoubtedly, many developments in public

sector performance measurement, An updated documentation of recent practice is now
timely and can contribute to knowledge in this field.

1.3 Research Objectives
In the light of the identified gaps above, the following research objectives were proposed:

Objective I:  to obtain a broad understanding of performance measurement practices

within the context of British agencies and public bodies;

Objective 2:  extending the efforts of Objective 1; to gain in-depth understanding of
performance measurement practices, to identify the key elements of effective
performance measurement, and to enquire if it is desirable for managers to

have some kind of tools to inform and evaluate performance measurement
practices; and

Objective 3:  if it is desirable, to explore the opportunities and feasibility to develop such a
tool; and if the tool materialises, to test the tool for preliminary feedback on

usability and completeness with a view towards further development and
improvement.

1.4 Research Plan

The inquiry paradigm for this study is constructionism. The research aims to understand the
worldview of the phenomenon under study by seeking explanations as to what, why and how
things happen the way they do. It employed a mixed-method approach, using quantitative
and qualitative methods of research, as encouraged by Guba and Lincoln (1994, p105). This
strategy of using a mixed method approach must not be confused with one that mixes
qualitative and quantitative paradigms, as different paradigms have different philosophic

premises, purposes and epistemic roots (Leininger 1994, p101-103). This research was



designed as a three-sequential-phase study. Each phase was designed to address a specific
research objective.

Phase 1 was designed to gather information to gain a broad understanding of performance
measurement practices of agencies and public bodies. This was achieved by using a mail-out
questionnaire survey exploring the reasons for measuring performance, factors influencing

design, implementation and use, and managers’ perception of the effectiveness of their
existing performance measurement approach.

The information gathered from Phase I survey offered an overview and a broad
understanding of the phenomenon under study. More in-depth enquiries were required to
tease out the critical factors of performance measurement. Hence, Phase II involved the
conduct of a series of face to face interviews with performance measurement managers ot
persons in-charge of performance measurement. The interviews were planned to encourage
managers to describe from their experience: ‘What works well with performance

measurement?” The managers’ desirability for tools to inform and evaluate performance

measurement practices was also examined during the interviews.

Phase III: Tool Development and Preliminary Testing was initiated as there were
considerable interest among managers for such a tool. It was planned to review, compare
and contrast existing tools or handbooks for performance measurement to examine the
strengths and weaknesses. The results from this review process informed the opportunity for
and feasibility of devising a new tool. The eventual tool was informed by and structured
based on Phase II findings and the wider literature. The prototype tool was subjected to a

series of preliminary testing on its usability and completeness.

1.5 Overview of Contributions

The main contributions of this research include:

@ It provides an understanding of performance measurement practice in a much

overlooked section of British central government being the agencies and public
bodies;

(ii) The study informs the wider research methodology literature as the research was
shaped by the social constructionist epistemology and employed a mixed method

approach for data collection to inductively develop a framework for performance



measurement practice, tailored for agencies and public bodies but at the same

time aimed to generically applicable to the wider sections of public sector;

(iii)  The findings of this study are useful in understanding the nature, issues and

challenges of performance measurement in the context of agencies and public
bodies;

(iv)  The findings of this study revealed the iterative and learning nature of
performance measurement;

) The findings uncovered the nine inter-connected elements that were key to

effective performance measurement practice;

(vi)  The resulting empirical framework serves as a starting point for future research

on public sector performance measurement;

(vii)  The resulting empirical framework provides managers with ‘reflective handles’

to think about their practice; and
(viii)  The resulting performance measurement practice evaluation tool (PMPET) aims
to serve two purposes: as a source of useful model of good practice, and as an

initiative for the development of a ‘wiki’ approach to learn, share good practice
and improve,

1.6 Structure of the Thesis

Figure 1 shows the structure of the thesis. This introductory chapter highlights the gaps in
the literature of public sector performance measurement, and states the research problem and

research objectives. This section proceeds to explain the structure of this thesis, guiding
what the reader should expect to see and in what order.
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Chapter 2 presents the literature review of performance measurement focusing on four main
areas. The chapter starts off by defining performance measurement and explains how it has
evolved over the years. This is followed by the descriptions of how performance
measurement and management have become an important feature brought about by a shift in
public management styles-New Public Management, in particular the reforms which have
taken and are taking place in the United Kingdom. Next, the key elements of performance
measurement were reviewed. This review was dealt with in four sections: the readiness for
performance measurement; the issues associated with the different stages of system
development-design, implementation, and use; the unintended effects of measuring and
monitoring performance; and the frameworks and models of performance measurement. The

chapter ends with summarising the conclusions drawn from the review highlighting the gaps
which drive this enquiry.

Chapter 3 provides an overview on the methodology for the research as a whole. It presents
the research objectives, identifies the inquiry paradigm, discusses research setting and very

briefly introduces the design of each of the three phases of the research. The chapter acts a
frame which encases the three phases of this study: Phase I, Il and II1.

The next three chapters: 4, 5 and 6, each separately is dedicated to presenting a phase of the
study. Each chapter starts off with reiterating the research objective and presents the
research questions, discusses the methodology of the research, the method adopted for data
collection, the strategies for data analysis, the steps taken to address threats to validity;
reports on the findings, and finally, presents the discussions and conclusions. Chapter 4

focuses on Phase I: An Exploratory Survey, Chapter 5 on Phase II: In-Depth Enquiry and
Chapter 6 on Phase III: Tool Development and Preliminary Testing.

Chapter 7 pulls together the findings from all three phases. Firstly, it establishes how the
findings from each phase of the study meet each research objective. Secondly, it draws
conclusions on the research as a whole, and finally, it highlights the theoretical and practical
contributions of the research to the wider existing body of literature. The limitations of the

research are also discussed and the chapter concludes with a discussion on the opportunities
for further research.



Chapter 2 Literature Review

2.1 Introduction

The previous chapter gives an overview of the research by firstly, specifying the motivation
of this study, and the research objectives and research plan, and then highlights the
contributions of the study and finally, introduces the structure of the thesis to guide readers.

This chapter presents the review of performance measurement literature. Firstly, it discusses
the definitions of performance measurement and how it has evolved over time. Secondly, it
presents the shifting of public management styles, particularly in the UK to establish the role
of performance measurement and management in the public sector. Thirdly, the syntheses of
lists of issues relating to performance measurement on three main areas: readiness for
performance measurement, stages of development, and unintended consequences resulting
from measuring and monitoring performance. Finally, a review of frameworks and models

of previous research intended to ameliorate identified challenges.

The chapter aims to provide the grounds for the motivation of this research. The syntheses
of the literature and the generation of lists of key factors has provided a good foundation for

the exploratory study, informed the design of Phase I survey questionnaire and provided
references for discussions on the research findings.

2.2 Background

Performance measurement is increasingly becoming an important issue for the public sector
when governments all over the world are calling for reform. In general, reforms centre
around themes such as a strong concern for value-for-money and efficiency gains, an
insistence on more transparent methods for review of performance, and an increased stress
on being responsive to the needs of consumers (Ferlie, Pettigrew et al. 1996; Cabinet Office
2002). Having to deal with financial constraints and increasing demand for accountability
and value for money, government administrators have begun using tools, performance
measurement being one, to support management activities (Cabinet Office 2002). Ball and
Beckett (1991) demonstrate the usefulness of performance indicators in facilitating the

assessments of economy, efficiency and effectiveness of service delivered by a local
authority.



Literature on performance measurement from both private and public sector is reviewed for
this thesis. The literature from private sector can help inform this inquiry as HM Treasury
performance framework is viewed in terms of the typical production model consisting of 3
stages (inputs, outputs and results), and performance is judged in terms of efficiency and
effectiveness (The Comptroller and Auditor General 2001). The British government has
been promoting the use of performance measurement based on private sector principles (see
e.g. Audit Commission 1988) and it is evident from the many published case studies that
such principles, framework or tools have penetrated the public sector (de Bruijn 2002a).
However it must be remembered that the context in which the public sector operates is
different from that of the private sector, hence the transferability of such principles and
practices into the public sector may not be straight-forward as cautioned by, amongst others,
Ferlie, Pettigrew et al (1996) Adcroft and Willis 2005, and McNulty and Ferlie 2002.

Previous research on central government performance measurement has largely focused at
Department level (see e.g. The National Audit Office 2001), and health services and local
authorities being the two key policy implementation arms (see e.g.Cabinet Office 2002). It
is found that the literature in this field is thin concerning agencies and non-departmental
public bodies. In addition to this, almost a decade since the Modernisation, Reforms and
Accountability Initiative 1999-2002 and two decades since the launch of the Next Step

Initiatives (1988), it is now timely to explore and understand performance measurement and
management within agencies and public bodies.

2.3 Performance Measurement

This research holds the view that performance measurement is a component of a broader
corporate performance management system (Lebas 1995; Smith and Goddard 2002; Bourne,
Neely et al. 2003; Halachmi 2005), that performance data are worthless until they are
interpreted to highlight performance issues for decision making (Smith and Goddard 2002),

and is based on the assumption that overall performance is better with the availability of the
information than without (Jackson 1993).

A performance measurement system is a specific information system which supports
communications of performance (Neely 1998) but is not the only way of managing
performance (Halachmi 2005). Wholey and Newcomer (1997) further add that it provides
information that can be used to improve management and program effectiveness, improve

policy decision making and improve public confidence in government.



From a strategic management point of view, a performance measurement system has been
defined as follows:

a system that “helps translate organisational strategies into deliverable results and a
system consisting of combined financial, strategic and operational measures to gauge
how well organisation meets its targets” (Gates 1999);

a system “that provides information that allows the firm to identify the strategies
offering the highest potential for achieving the firm’s objectives, and aligns
management processes, such as target setting, decision-making, and performance

evaluation, with the achievement of the chosen strategic objectives” (Ittner, Larcker et
al. 2003);

a system that helps an organisation “focus attention on what planners believe is
critical to promote the organisation’s success” (Atkinson 1998); and

a system that “links competitive strategy to execution by integrating performance
measures, management processes, and information management infrastructures”

(McGee 1992);
Performance measurement is a tool an organisation uses to monitor the output of strategic
planning (Atkinson, Waterhouse et al. 1997) and to “develop and maintain desired patterns
of behaviour” (Otley 1999) and to tie incentive payments to performance measurement
results (Atkinson 1998). Therefore strategically, it is a system that facilitates management
processes in terms of identification of strategic objectives, translation of those strategies into
actionables and deliverables; alignment of the management process to achieve those
actionables and deliverables. It facilitates monitoring and evaluation of organisational

strategic achievements; and in designing a reward/compensation scheme.

The following definitions focus on the processes within a performance measurement system.
Bredrup (1995) proposes that “a performance measurement system should be made up of

several integrated layers, each consisting of a set of metrics to quantify actions. These layers

are consistent with the hierarchy of planning, strategic, tactical and operational, and

evaluation could then be based on input from those different layers of measurement
systems.” Bourne, Neely et al (2003) expand the ‘set of metrics’ to ‘a multi-dimensional set
of performance measures (metrics)’. While Neely et al (2002) stress that “a performance
measurement system enables informed decisions to be made and actions to be taken because
it quantifies the efficiency and effectiveness of past actions through the acquisition,

collation, sorting, analysis and interpretation of appropriate data.” Both statements agree on
the ‘quantification of actions’ role played by a performance measurement system, with
Bredrup illustrating how a performance measurement system should be integrated with

organisational business processes, and Neely et al emphasising the way that evaluation of
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input produced by the multi-layered measurement systems supports management decision
making and managerial actions.

Franco-Santos et al (2004) propose that “a business performance measurement system can be
defined as the set of processes an organisation uses to manage its strategy implementation,
communicate its position and progress, and influence its employees’ behaviours and actions”
and that the roles played by a business performance measurement system can be “classified
into 3 main categories (1) ‘strategy management’ that comprises the roles of managing
strategy formulation, strategy execution, and focusing attention; (2) ‘communication’, which
comprises the role of internal and external communication, benchmarking and compliance
with regulation; and (3) ‘influence behaviour’ which encompasses the role of monitoring
progress and rewarding or compensating behaviour”.

The numerous definitions of performance measurement demonstrates the different
perspectives of the many bodies contributing to the literature on performance measurement,
these differences may be due to the different contexts in which it operates or the different
functions and roles it plays. Although different, these definitions often are not in conflict
with one another. Together these definitions may provide a more comprehensive world-view
about performance measurement. For a researcher, this variation also means that there is no
one best way to conceptualise a framework to guide the understanding of performance

measurement. Findings from this exploratory study can help inform the development of this
framework.

This research adopts a strategic approach to performance management and views the
development of performance measurement and the application of analytic techniques to
interpret such measures' as part of the main component of a performance management
system. This research sets out to explore and seek knowledge to inform performance
measurement within the context of British agencies and public bodies. The findings can

contribute towards defining public sector performance measurement.

! The 4 broad categories of actions that constitute performance management are (1) formulation of strategy to
determine what constitutes performance; (2) development of performance measurement instruments; (3)
application of analytic techniques to interpret such measures; and (4) development of instruments designed to
encourage appropriate organisational responses to performance information. Smith, P, C. and M. Goddard

(2002). "Performance management and operational research: a marriage made in heaven?" Journal of
Operational Research Society §3: 247-255.
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2.4 Evolution of Performance Measurement
Performance measurement is said to have gone through two phases of evolution:

(1)1880s-1980s emphasis was on financial measures such as profit, return on investment and
productivity;

(1) From the late 1980s with the recognition of the limitations posed by financial measures

in a market dominated by the quality and information era (Ghalayini and Noble 1996).

Traditionally, performance measurement systems were based on management accounting
information. Such systems were said to have excessive financial focus as the main aim of
evaluation was basically for the preparation of financial reports (Johnson and Kaplan 1987).
This emphasis naturally encourages managers to concentrate their efforts mainly on the
quantity of outputs delivered. Managers® efforts are often seen to be disconnected from
organisational strategic planning, with minimal energy channelled towards addressing issues
arising from inputs (resources and skills) and processes needed to generate those outputs
(Kaplan and Norton 1996(a)). The emphasis on outputs also shortens managers’ foresight
towards the outcomes of organisational objectives and hence dysfunctionalities such as
‘short-termism’ and *local optimisation’ can occur, which often happens in ailing and under-
performing organisations. Lynch and Cross (1991) argue on similar vein, emphasising how
traditional measures do not provide the relevant information to help top management focus
and track performance of strategic business objectives. Lynch and Cross (ibid) highlight the
fundamental differences between traditional performance measures and a strategically-

focused performance measures as shown in Table 1, page 14.

Financial performance measures were found to be insufficient in providing the much-needed
range of information to support managers in defining objectives and targets, and, supporting
the design of action plans, budgeting and continuous improvement. Information generated
by financial performance measures ignores important issues such as ‘what the customer

wants’, ‘responsiveness to competition®, or ‘effectiveness of processes’(Ghalayini and Noble
1996).

As managers realised that financially-based performance measurement was insufficient in
supporting their organisation’s business processes, they searched for a more integrated
performance measurement model that is multi-dimensional, in terms of encompassing both

financial and non-financial measures (Kaplan and Norton 1992; Ghalayini and Noble 1996);
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a model that addresses contributions and roles of all stakeholders (Atkinson, Waterhouse et
al. 1997; Neely, Adams et al. 2002; Wisniewski and Stewart 2004). More importantly, the
design of measures ought to start with the question ‘what needs measuring and why?’ to

avoid measuring too many and possibly the wrong things (Atkinson, Waterhouse et al.
1997).

The evolution of performance measures as perceived by Lynch and Cross (1991) and
Ghalayini and Noble (1996) is presented in Table 1. Both works underline a set of attributes
of that represents the limitations of traditional measures and introduce another set of
attributes which perceivably could overcome such limitations, Lynch and Cross (ibid)
identify two other attributes (in addition to Ghalayini and Noble’s list) of traditional
measures, i.e. ‘locally optimised’ and ‘trade-offs unknown’ which they felt do not help
management in tracking strategic performance. Traditional measures were felt to be locally
optimised as they were designed mainly to decrease costs and intended for vertical reporting
rather than being systematically optimised to improve performance and intended for
horizontal reporting. Further to this, traditional measures were said to be designed with cost,
output and quality viewed in isolation rather than quality, delivery, time, and cost evaluated
simultaneously addressing the known trade-offs.

13



Financial focus Strategic focus

t cibility Flexible,dediate system for Fexile,eds based

operational control

Used to adjust

Cyst for procss Cst for irovt
financial figures improvements
A mix of measures but mainly
non-financial based.
Decrease costs » Iﬁ ove i rfce ) irove irformane =
Fragmented Integrated Integrated

Trade-offs unknown Trade-offs addressed Not mentioned.

Individual learning Organisational learning Organisational learning

Table 1 The Evolution of Performance Measures

2.5 New Public Management

New Public Management (hereafter ‘NPM’) is a generic label for a general (not universal)
shift in public management styles (Hood 1995).

It is said that public management and public policy reform have emphasised the importance
of performance measurement and management (see e.g. Cabinet Office 2002) and that
measurement has become more extensive, more intensive and more external believing that
an increased level of information would improve the level of decision making and, hence,
the level of effectiveness (Bouckaert 2004) . This new model of public administration
depicts ‘the lessening or removing of differences between the public and private sector, and
the shifting of emphasis from process accountability towards a greater element of
accountability in terms of results’ (Hood 1995).
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One key change in public sector organisational structure has been the shift from mono-
central, traditional, administrator-controlled bureaucracies to poly-central sets of
autonomous and management controlled agencies, e.g. the Next Steps Initiative 1998. This
new trend brought about some problems such as lack of co-ordination of different policies
across agencies; lack of co-ordination of policies in time (short or long term); and absence of
co-ordination of related clusters of activities and different stages of implementation inside

and across agencies; therefore, appropriate mechanisms of monitoring and sufficient
incentives for bonding is needed (Bouckaert 2004).

2.5.1 Reforms in Britain

(Note: the reforms highlighted here are related to performance measurement, the study does
not aim to provide a comprehensive discussion on the entire reform activities undertaken by

the British government, but rather to give a flavour of the subject under investigation).

British public sector performance measurement has evolved over the years. Some of the
more obvious signs include the establishment of the Efficiency Unit in 1979, Public Service
Agreement in 1998, Modemising Government in 2000, the Office of Public Service Reform
and the Performance Innovation Unit. The latter two units morphed to become the Strategy
Unit in 2002. . These events illustrate the extent of efforts the UK Government in their
search for the perfect performance measurement and management system, integrating
management information systems with public accountability as they seek control over public
sector performance. The following is a brief discussion of the chronology of key events in

performance measurement in central government, which is guided by a diagram provided by
National Audit Office, see Figure 2, pagel7.

The Conservative government initiated reviews of departmental efficiency back in 1979 as
part of the Next Steps’ strategy, with the appointment of Lord Rayner as the Prime
Minister’s ‘efficiency adviser’. Lord Rayner established the Efficiency Unit and produced

the Next Steps Report. This Unit is seen to have been in the forefront of the Value for
Money (VFM) movement.

Performance was further emphasised with the launching of the Financial Management
Initiative (FMI) in 1982. Many authors felt that this event marked the managerial revolution
for British government. The concepts that underlie FMI can be seen as a response to the
growth in the scale and scope of State activity, where ministers felt they were no longer in

control of their departments and Parliament no longer felt that ministers could be called to
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account effectively (Carter, Klein et al. 1992). FMI introduced the monitoring of objectives
and performance indicators covering efficiency and productivity for all government
departments. The National Audit Office and the Audit Commission were set up as auditing
institutions to oversee the developments of FMI. With the establishment of these auditing
institutions, performance was audited beyond financial accountabilities. From this point
onwards, performance was measured against the concepts of ‘economy’, “efficiency’ and
‘effectiveness’, known as the 3Es (Jackson 1995).

In 1988, the Next Steps Initiative: Improving Management in Government recommended
that executive functions of government be carried out by Executive Agencies. The report
argued that the civil service was too big and diverse to manage as a single unit; there was a
need for smaller, performance-focused units. Executive Agencies? are required to report
their performance against Ministerial targets, covering the volume and quality of services,
financial performance and efficiency. This programme transformed the delivery of the vast
majority of central government services. An emphasis had been placed on the need to
develop performance measurement and performance reporting systems. Measuring
performance was essential as it provides information to improve management planning and
control systems within the public sector; and it can form the basis for ensuring adequate
accountability by the public sector. However it was felt “the value of Next Steps may be
primarily to act as a catalyst for changes already underway, acting as a focal point for
concentrating management interest and energies. [that]...that structural change itself is not
enough, [that]....management and organisational development which focuses on motivation

and other human relations issues are seen to be critical for the successful implementation of
Next Steps” (Gray and Jenkins 1995, p48).

2 A description of the key characteristics and the functions of Executives Agencies and Executive Non-
Departmental Public Bodies is presented in Section 3.4 Research Setting, page 55.
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The launch of the Citizen Charter in 1991 aims to unify performance measurement policy
across the whole of the public sector with a focus on main themes such as higher standards,
openness, information, choice, non-discrimination, accessibility and proper re-dress when
things go wrong (Cabinet Office, 1991). In 1998, the Labour Government replaced the
Citizen’s Charter with *Service First - The *‘New Charter Programme® consisting of 9
Principles of Public Service Delivery and 6 Service Standards for Central Government to
further improve public services. Whilst ‘Service First® is still embedded in the subculture of
most parts of central government, ‘the only centralized features of the original 1991 Charter
that remain visible are the annual Charter Mark exercise and the nationally published league
tables - particularly in the fields of Health and Education’ (Drewry 2005). Following
Service First, the White Paper, ‘Modemnising Government® was published in 1999, this sets
out a programme of reform in the way the government conducted its business. This reform
aims to shift public managers' attention towards performance outcomes rather than
developing policies on inputs and outputs, which is in response to the various calls for public
sector performance measurement to go beyond simple efficiency measures (Ghobadian and
Ashworth 1994) and the perception that performance measures are tools for managing
political and administrative change (Carter, Klein et al. 1992, p165-183). Performance

should be assessed in terms of the quality, coordination and accessibility of public services
for citizens (Healey and Porter 1987).

Following the results of the Comprehensive Spending Review published in 1998, Public
Services for the Future: Modemisation, Reform and Accountability set out Public Service
Agreements (PSA) and Service Delivery Agreements (SDA) for each Department and some
cross-cutting areas, showing their aims and objectives and the progress they expected to
make, over the period 1999-2000, in return for the extra resources agreed in the
Comprehensive Spending Review. Each PSA sets out the aims of the Department, the
supporting objectives and the related programme targets showing what will be delivered.
The SDAs set out how the main Departments will meet their PSA targets and how they plan
to modernise and reform government services to help deliver their targets. They cover issues
such as quality of service, the development of new processes and progress toward the
Government's Modemnising Government agenda. PSAs and SDAS focus on the achievement
of targeted outcomes under the responsibility of a given Department or group. They also
enable the contribution of other Departments and their priorities to be recognised and co-
ordinated in support of high-level objectives. They provide powerful tools for promoting
cross working, both horizontally across Departments and vertically down through the service
providers- Executive Agencies, Non-Departmental Public Bodies, and local authorities.
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The introduction of these agreements encourages a more devolved approach to performance
management within a continuing framework of clear national standards. Central government
is allowing greater scope locally to determine other priorities and to decide how best to
deliver national outcomes, while maintaining a strategic role and ensuring standards are met
and maintained. They are proposing an increased performance management capacity within

the frontline services, local government and other intermediate tier organisations (HM
Treasury 2004).

Government commitment towards developing a performance information strategy bringing
together all existing work on the design, usability and accessibility of performance measures
and targets can be seen in the Cabinet Office report, Wiring-It Up®. The report made
recommendations, including the use of performance measures to tackle the weaknesses in the

handling of issues that straddled the responsibilities of more than one department.

The devolved Government for Scotland known as Scottish Executive was established in
1999. In June 2006, Transforming Public Services: The Next Phase of Reform was
published that set out five fundamental principles around which reform should be organised,
which are relevant to performance measurement; user focus and personalisation of services;
drive quality and encourage innovation, continue to improve efficiency and productivity; be
joined-up and minimise separation; and strengthening accountability. The then Scottish
Executive, along with the five principles, was replaced by the current administration in May
2007. Several reform initiatives includes the launch of the National Performance Framework
at the publication of the Spending Review 2007; and the Community Planning Partnership,
Best Value Guidance and Power to Advance Well Being as provided for by the Local

Government in Scotland Act 2003 have therefore been a driver of performance measurement
in Scottish public services.

Some of the central government policy implementation arms have specific performance
measurement schemes to guide performance measurement. For example, local authorities
have the Local Government Performance Indicator System and the Best Value System, the
National Health Services have the NHS Performance Assessment Framework and the police
services have the Policing Performance Assessment Framework (Cabinet Office 2002).

However, the public bodies and agencies have no such measurement schemes. The

3 Wiring It Up — Whitehall’s Management of Cross-Cutting Policies & Services, Performance and Innovation
Unit, January 2000,
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government expects non-government bodies in England to use PSAs in setting out
responsibilities and activities and structuring of performance management framework
(Comprehensive Spending Review 2007+, National Audit Office). Essentially, the PSAs are
broad outcomes with four to six key indicators against which performance will be measured.
The PSAs do not specifically indicate what each organisation ought to do to achieve those
outcomes, or advise what needs measuring or how. Also, Scottish non-government bodies
were expected to demonstrate their performance based on the newly launched National

Performance Framework (Spending Review 2007). How, then, do these public bodies and

agencies approach performance measurement?

2.6 Key Elements of Performance Measurement

The literature documents a variety of lists of attributes of performance measures and

measurement systems. It is the objective of the following sections to review and synthesise a

list of key elements of performance measurement.
The review is structured in four main sections as follows:

1. readiness for performance measurement;

2. issues associated with system development processes: design, implementation and

use;

unintended consequences resulting from measuring and monitoring performance;
and

4, frameworks and models explaining performance measurement.

4 The Comprehensive Spending Review, 2007 introduces 30 Public Service Agreements (PSAs) that are
structured under four broad outcomes: sustainable growth and prosperity (PSAs 1-7); faimess and opportunity
for all (PSAs 8-17); stronger communities and a better quality of like (PSAs 18-26); and a more secure, fair and
environmentally sustainable world (PSAs 27-30). Date of access: October 2008.

http://www.nao.org.uk/what_we_do/other_specialist expertise/performance _measurement/comprehensive_spen

ding_review.aspx
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2.6.1 Readiness for Performance Measurement

Successful performance measurement requires public managers to address some issues to

ensure readiness for such an activity (De Lancer Julnes 2001), this is termed as the

preparatory stage by Likierman (1993).

Public sector performance measurement requires more than mastering the technical process
requirements as they are “mediated by subjective concerns that go beyond simple economic
rationality and are largely socially rather than technically constructed and operated”
(Halachmi 2005). This social aspect is often represented by authors explaining performance

measurement from an institutional perspective, see for example Gupta, Dirsmith et al (1994),
Brignall and Model (2000) and Bouckaert (2004).

Public managers may need to be aware of some convictions that people may hold which
could hinder efforts to implement performance measurement (Bouckaert 1995). They may
believe that there are no inefficiency problems in most sectors of government; that
measurement is impossible, resulting in suspicious attitude towards any practice of
measurement. They may also feel that the public sector has to be less effective than the

private sector therefore measurement in public sector is considered to be worse than in the
private sector.

Cultural issues play a major role in the success of organisational change efforts (Lewin
1956) and for the purpose of this research, the implementation of performance measurement
initiatives can be considered as one example of a change effort . Three other studies (De
Lancer Julnes 2001; Bititci, Mendibil et al. 2006; Broad, Goddard et al. 2007) have describe
the way which a culture supportive of achievement and learning facilitates performance
measurement. Further studies documented that the leadership role affects the creation of a
climate to support a change in culture (Schein 1992), the critical role that leadership plays in
the implementation of measuring and monitoring activities (Behn 2004; HM Treasury 2004)

and the need for top management support and commitment (Newcomer 1997; De Lancer
Julnes 2001).

Various authors recorded observations that adoption of a strategic mindset towards

management facilitates performance measurement initiatives (Jackson 1993; Atkinson and
McCrindell 1997; Hatry 2002; Bryson 2004).
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‘Many raise the awareness of the possibility of data manipulation, gaming or the perverse
effects of measuring and monitoring performance (see e.g. Jackson, Beeton et al. 1991; de
Bruijn 2002b) and call for robust and reliable internal data reporting (HM Treasury 2004).
The same authors suggest that communicating clearly about the intentions of performance
measurement can help avoid mixed signals and the fear of it being used punitively. The

perverse effects of performance measurement will be discussed at length in the proceeding
sections.

It has been suggested that clear communication of what is expected in terms of performance
measurement and how decisions are taken based on the use of performance information is an
important part of gaining better commitment and a sense of ownership to ensure smoother

implementation of performance measurement initiatives (Likierman 1993).

The above issues illustrate the complexity of the nature of performance measurement as a
management activity.

Readiness for performance measurement has been synthesised from the literature and is
presented in no particular order in Table 2.

1.

An understanding that performance measurement is of a social construction and consists of more than
just technical skills

3. Clear communication of the intentions of performance measurement initiative

5. Existence of performance culture

Table 2 Readiness for Performance Measurement



2.6.2 Stages of System Development

Previous works have conceptualised the development of performance measurement systems
be explained in four main phases: design, implementation, use and update (Bourne, Mills et
al. 2000; Neely, Adams et al. 2002); or concept, preparation, implementation and use
(Likierman 1993). This four-stage system development lifecycle is adopted in this thesis to
structure the literature review on the exploration of key elements of performance
measurement. This four-stage lifecycle structure is an approach similar to Likierman’s (ibid)
where the groupings are “more for convenience as the boundaries are not definitive and

some key elements or issues raised could fit into more than one stage”.

2.6.3 Design of Measures

Measures must be functional, as opposed to being dysfunctional, and purposeful, and they
must stimulate the realisation of goals and objectives, hence design effort consists of finding

accurate, definitive, reliable and motivating measures (Bouckaert 1995).

In order for a measure to be functional, its design must derive from strategy, i.e. to measure
the ‘right thing’ (Jackson and Palmer 1989; Keegan, Eiler et al. 1989; Kaplan and Norton
1992; Benchmarking Study Report 1997; Neely, Adams et al. 2002). And for measures to be
purposeful and meet the requirements of different users, they need to be designed with an
understanding of who will use the information and why- ie. identification of
user/stakeholder needs (Sorber 1996; Newcomer 1997; Audit Commission 2000; Neely,
Adams et al. 2002; de Bruijn 2002b; Wisniewski and Stewart 2004; McAdam, Hazlett et al.
2005) and the need to consider accountability and political issues (Likierman 1993).

Measures ought to be designed to improve efficiency and quality, and to identify

opportunities for improvement (Dixon, Nanni et al. 1990; Lynch and Cross 1991; Keehley,
Medlin et al. 1997).

The design of measures and of measuring and monitoring activities also depend on what
factors are deemed to show that an organisation is successful. Is performance judged against
the goals of their programmes or does it depend on whether the desired results and outcomes
have been achieved? Hence it is important that the measures of performance used by a
public organisation be created with input from and consultation with the sponsoring
department to reach a consensus regarding what is expected of the organisation

(Benchmarking Study Report 1997, HM Treasury 2003). This observation is consistent with
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the statement “performance measurement is not technical but conceptual: not how to
measure effectiveness or productivity but what to measure and how definitions and
techniques are chosen and are linked to other aspects of an organisation’s structure,

functioning and environmental relations” (Kanter and Summers 1987).

Public managers stress the need to include all elements of a task in the list of measures to
prevent any scope for performance manipulation which might lead to misappropriation of
resources (Likierman 1993). Sorber (1996) suggests asking these questions when deciding
what to measure; What is the primary production process? What is the relevant level of
aggregation of the production process? What (combinations of) elements, inputs, activities,
outputs and/or effects, will be measured? This is similar to the Input-Output model of

Carter, Klein and Day (1992) and McLaughlin and Jordan’s (1999) Logic Model for defining
performance indicators.

On deciding what measures to use, Jackson and Palmer (1989) and Keegan, Eiler et al (1989)
suggest the use of a ‘pyramid’ approach whereby management receive the degree of detail
appropriate to their responsibility and successive levels of management will receive
increasingly detailed and specific measures so that potential problems can be uncovered.
Ghobadian and Ashworth (1994) stress the need to meet the requirements of different
organisational levels. However, care must be taken to maintain a manageable number to
avoid an overly bureaucratic and costly system (Likierman 1993; Meyer and Gupta 1994) or
having too many measures that may be obsolete or not consistent (Keegan, Eiler et al. 1989).
Due to the difficulties of measuring certain aspects of outputs or outcomes, there is a
tendency for the more easily measurable rather than meaningful or relevant measures to be

chosen, care must be taken to provide a range of soft or qualitative measures, particularly
quality (Likierman 1993).

In order for a measure to be meaningful, there must be a yardstick acting as a baseline
(Keegan, Eiler et al. 1989; Sorber 1996). This baseline can be historical data or it can also be
industry standards used as a benchmark (Jackson and Palmer 1989; Lynch and Cross 1991).
However, if the measures have not been used before, care needs to be taken when setting a

realistic level of attainment to avoid having a yardstick that is too easy or does not test or is
too demanding on staff (Likierman 1993).
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A list of attributes of good measures is synthesised from the literature and presented in no

particular order in Table 3.

Attributes of Good Measures

Include all elements integral to a task

Be functional rather than dysfunctional

Be purposeful and relevant to user needs

Offers views from different (stakeholders") perspective
Strategy focused

Outputs & outcomes rather than inputs & processes orientation
Relate to specific goals/targets as a baseline

Establish realistic levels of attainment

Allow comparisons of actual performance against targets
Stimulate productivity and improvement

Use a manageable number of measures

Consists of a range of both quantitative and qualitative (soft)
measures

Simple to understand

Simple and easy to use

Provide timely and accurate feedback

Clearly defined for implementation purposes

|dentify performance trends over time

Develop norms or targets

Enable comparisons or benchmarking between similar services
Embedded in existing work and management processes
Subject to review and update when necessary

Table 3 Attributes of Good Measures

Source: Globerson (1985), Allen, Harley et al (1987), Jackson (1989), Jackson and Palmer (1989), Maskell
(1989), Dixon et al (1990), Eccles (1991), Lynch and Cross (1991), Likierman (1993), Ghobadian and Ashworth

(1994), Vitale and Mavrinac (1995), Kaplan and Norton (1996(a)), Neely, Adams, et al (2002), Bolton (2003),
Byson (2004), and Fountain, Patton, et al (2004).

Previous research (see e.g.Ferlie, Pettigrew et al. 1996; Boland and Fowler 2000; Pidd 2004)
report that it is becoming a common practice for public sector organisations to adopt
performance measurement frameworks or tools that were originally designed for the private
sector. The same researchers caution the applicability of such frameworks or tools where
“little attention has been given to the organisational context in which they will be used”
(Smith 1993, page 149). It is not obvious how private sector performance measurement
concepts may be transferable to public sector accountability (Pollitt 1988). Ferlie, Pettigrew
et al (1996, page 243) are concern how such “mechanistic adoption may result in unintended

or counter productive consequences”. They (Ferlie, Pettigrew et al. 1996, page 21) cite the
following to illustrate the differences:
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s “skills and roles are not readily transferable from the private to the public sector

because the nature of the task undertaken is fundamentally different”(Hood 1991),
and

“no one management model is in any case readily identifiable within the private
sector. [..] and that “patterns of work and key, managerial skills may indeed

significantly depend on organisational context even within the private sector (Hales
1986)”.

Smith (1993) cites ‘public sector organisations do not have the pursuit of trading profits as
an objective’ as the key criterion that give rise to difficulties which challenge the effective

use of performance indicators as means of organisational control.

Are agencies and public bodies adopting tools and models that were originally developed for

their private counterpart? Were these tools immediately applicable? Did the tools need
adaptation for use?

2.6.4 Implementation

Implementation is defined as the phase in which systems and procedures are put in place to

collect and process the data that enable measurements to made regularly (Bourne, Mills et al.
2000).

According to various authors (see for example Jackson and Palmer 1989; Jackson, Beeton et
al. 1991; Eccles and Pyburn 1992; Sorber 1996; Neely, Adams et al. 2002), for successful
implementation there is a need (1)to consider the sources of data; whether information is
already available, or information is not yet available but data exists, needs only to be
collected and analysed, or no data is available; and (2)to define each measure: Who is to
collect data? Who is to receive the information? Determine the frequency of information, the
form of presentation, and what action is to be taken on the information when it becomes

available. Neely, Adams et al (2002, p35) propose a Measures Definition Template for this
purpose.

Eccles (1991) calls for a supporting infrastructure of a MIS to enable the implementation of

measuring and monitoring activities.  Eccles (ibid) also suggests for performance

measurement to be integrated with the organisation reward and incentive system.
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Meekings (1995) stresses the importance of performance measurement being embedded in
management processes and emphasises on the need for performance measurement to cascade

down the hierarchy and the establishment of the link between performance and planning and

budgeting.

Others recommend for an assessment of an organisation’s readiness (Keehley, Medlin et al.
1997) [see also Section 2.6.1, page 21]; and having a supportive environment such as having
a process champion (Eccles 1991; Hacker and Brotherton 1997; Bryson 2004) and the need
to address potential resistance to measuring and monitoring activities (Bouckaert 1995;
Hacker and Brotherton 1997; Bourne, Mills et al. 2000).

2.6.5 Use

The review of the literature focuses on 2 questions: How do public managers use

performance information? What are the key issues for use of performance information?

2.6.5.1 How do public managers use performance information?

It is understood that the traditional use of performance information is for monitoring and

reporting on activities and operations (Poister 2003) to demonstrate proper and efficient use
of public funds (Bolton 2003).

Different motives and cognition play an important role in constructing performance
information. Information is being shaped and reshaped from the point of collection until its
final usage in a management setting (Elg 2007). This statement illustrates the link between

the intentions and reasons for measuring performance, and the design, implementation and
use of performance information.

Performance information can be used “in policy cycles (design, decision making,
implementation and evaluation) which are also represented in the financial cycle (budget,
contracts, accounts, audits); in inter and intra organisational relations, at the same level of
government or between different levels; and between executive and legislative powers

(where the emphasis is on the use of performance related information for budget decisions)”
Bouckaert (2004).

Jackson and Palmer (1989) summarise the role of public sector performance measurement to
include: assisting in the formulation and implementation of policy, and the planning and

budgeting of service provision and to monitor the implementation of planned change;
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improving the standards of service content and of organisational effectiveness; reviewing the
distribution and effective use of resources; to ensure fair distribution and accessibility to
users; and increasing control and influence over decision making.

Ghobadian and Ashworth (1994) conclude from their observations on three local councils
that performance measurement helps to improve the quality of resource allocation and other
managerial decisions; facilitates moves towards fact-based management by providing a
concrete base for planning, monitoring and control; enhances the accountability by making
responsibilities explicit and providing evidence of success or failure; and provides a
systematic base for staff appraisal and motivation,

Whilst Bruijn (2002a) describes the beneficial effects of performance measurement have on
public organisations including transparency, learning, appraising and sanctions, Behn (2003)
organises the many reasons for measuring the performance of public agencies into 8
categories: evaluate, control, budget, motivate, promote, celebrate, learn and improve, and
Poister and Streib (1999) identify strategic management and planning, the budgeting process

and programme evaluations as the most important purposes of performance measurement for
US municipalities.

From the Dutch’s perspective, performance measurement provides early warning on
developments, especially output and outcome; improves allocation of resources, improves
the efficiency and effectiveness of production and policy processes; and improves

accountability, especially in cases of contract management and agencies (Sorber 1996).

Lewis and Jones (1990) provide insights into the use of performance measures as analytical
tools to support a range of management decisions by British government departments, which

includes: planning, monitoring and control, reporting and evaluation.

In the United States as well as in the UK, various performance management working groups
or special interest groups have been created, and these groups publish materials to support
performance measurement initiatives. Examples from the US include : (1) The Interagency
Working Group (IAWG) which identifies the following reasons for measuring performances;

to demonstrate the results of programme activities; to show how these results support

§ Why Measure Performance? Source; Interagency Working Group, (IAWG) USA. Accessed: 17 October 2008.
hitp://www.iawg gov/rawmedia_sepository/472echde 7883 41d7 bb67 hd0609824065
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programmatic and organisational goals; to determine what works and what does not; to
promote accountability and justify resource allocations; to enhance managers’ abilities to
communicate with stakeholders; to develop and strengthen partnerships among programs and
organisations with similar goals and objectives; to motivate and provide tangible feedback to
employees; to meet the requirements of the Government Performance and Results Act
(GPRA) and to facilitate Office of Management and Budget (OMB) use of its Program
Assessment Rating Tool (PART); and (2) The Training Resources and Data Exchange®
(TRADE) 1995, identifies the four main functions of performance measurement as control,
self assessment, continuous improvement and management assessment which includes (a)
planning and meeting established operating goals/standards; (b) detecting deviations from

planned levels of performance; and (c) restoring performance to the planned levels or
achieving new levels of performance.

Examples from the UK include: (1) the Performance Measurement Management and Use of
Information (PMMI), a forum for local authorities to share views and resources; and (2)
groups that do not cater solely for the public sector include the Performance Measurement
Association (PMA) organised by Centre of Business Performance, Cranfield University and
the British Academy of Management (BAM) Special Interest Group for Performance
Management. These bodies have not published any summary on the reasons for use of
performance measurement, The Strategy Unit within the Cabinet Office, the National Audit

Office and the Audit Commission occasionally publish materials citing best practice.

14

In summary, the brief review of the literature above concludes that the reasons for measuring
performance or the use of performance information can be grouped into management,
control and budgeting; evaluation, learning and improvement; reporting; and staff appraisal
and motivation. The variety of descriptions demonstrates there is no specific prescriptive
use of performance information. And the existence of support groups suggests performance
measurement is not a straightforward skill to master, and such groups are not common

practice in the UK when compared with US. Hence, there is an opportunity for this research
to contribute towards this body of literature.

¢ How to measure performance? A handbook of techniques and tools. Accessed: 17 October 2008.
JIwWww.orau. gov/] ndbook/Cov ver.pd
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2652 Key Issues on the Use of Performance Information

Many recognise the benefits of measuring performance and the potential use of performance
information, however, the effort of extracting information for management decisions is not
without challenge (Lewis and Jones 1990).

Lewis and Jones (ibid) highlight several issues. Firstly, the difficulty of setting measurable
objectives where some outputs are not quantifiable, as it is difficult to define conflicting
objectives and it is not helpful when an agency does not have control over some activities.
Secondly, the difficulty of measuring quantity and quality of service provided and how to
best aggregate measures of performance. Thirdly, how best to integrate performance
measures into management processes as an integral part of management to avoid the
generation of information for the Treasury as a separate exercise. The authors (ibid) propose
the use of specialist resources such as investment in IT, help from OR consultants, and

investment in training managers to interpret and use performance measures.

De Lancer Julnes (2001) concludes that the use of performance information by the public
sector is strongly influenced by political and cultural issues, demonstrating that the use of
performance information does not just depend on technical skills, This observation
emphasises the social construction perspective of performance measurement.

©
According to Sa’ and Kanji (2004), for the public sector to use performance measurement to

improve performance they need to ‘identify key stakeholders, implement the key TQM

practices and core concepts, follow system thinking and adopt a holistic approach to
management’,

Some observe the inadequacies of the traditional accountability mechanisms which were
designed mainly for vertical accountability relationships, which is normally composed of a
hierarchical model with a top-down/bottom-up focus and performance assessments based on
the traditional functional silos. These inadequacies arise when reporting to a broad spectrum
of stakeholders about ‘joined-up’ collaborative or partnership efforts across different
agencies or departments (Ryan and Walsh 2004), due to the difficulty in determining who is

accountable (Parker and Guthrie 1993) and the outputs and outcomes (Gray and Jenkins
1993).
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Whilst De Lancer Julnes (2001) lists the factors influencing the use of performance
information by US state and local government as being: top management support and
commitment, recognising the value of performance measures, external interest groups
requirements and expectations, and negative impact of unionisation, Franco and Bourne
(2003) synthesise a list features which support organisation’s efforts in managing with
measures as being: organisational culture orientated towards improvement, measurement and
performance; top management commitment and leadership; training and education on
performance measurement; clear, simple, regular and formal communication and reporting
processes; regular review and update of the system; data collection supported by information

technology infrastructure; and the choice of a structured approach to performance
measurement,

Hyndman and Anderson (1995) identified that the lack of early guidance may have affected

agencies’ abilities to use performance information for external reporting.

Likierman (1993) highlights 5 use issues: (i)quality of data and interpretation of data are
found to be crucial for those who take performance information seriously; (ii)results of
measuring and monitoring should be used as a basis for discussion among managers, with a
view to taking action. Also the analysis of reasons for the results could explain why things
happened the way they did; (ili)managers need to acknowledge the importance of feedback
and the way the feedback is given as follow-up gives credibility, no feedback means atrophy,
and negative-only feedback encourages gaming; (iv)trade-offs and complex interactions
must be recognised, as not all measures should carry equal weight; and (v) presentation of
results play an important role: they need to be at the right level of detail-strike a balance

between being not too aggregated and producing information overload, and timeliness of
results is important to avoid useless, out of date information.
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To summarise, there are various issues associated with the use of performance information:

2.6.6

Public managers need to acknowledge the social and political factors shaping the

organisation’s objectives of measuring performance;
it

Top management support and commitment and strong leadership are vital to create a

culture for performance and improvement to ensure successful implementation and
use;

Clear communication of the intentions of measuring performance to avoid giving out
the wrong signals;

Make the necessary investments in training and in an infrastructure of IT to support
data collection, analysis and communication of performance;

Ensure data are valid and reliable; and

Timely and user-friendly results.

Review and Update

A review of measures is important to highlight if measures are obsolete, redundant,

unnecessary (when no change has occurred after much attention) or of low priority due to a

change in strategy, this review should lead to an update of measures where and when

necessary. Regular review and update ensures measures correspond to goals and strategic

plans (Dixon, Nanni et al. 1990; Benchmarking Study Report 1997; Kaplan and Norton
2001(a)).

The emphasis on reviewing and updating of measures and performance measurement
systems as a whole is further noted by the development of the Program Accountability
Quality Scale (PAQS) (Poole, Nelson et al. 2000) and the Performance Measurement
Questionnaire (PMQ) by Dixon, Nanni and Vollman (1990).
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2.7 The Unintentional Effects of Performance Measurement

The perverse effects of performance measurement as an issue dates back to the article
written by Ridgway (1956). Since then a great deal has been written on this subject (see e.g.
Jackson 1993; Smith 1993; Kerr 1995; de Bruijn 2002a) and many of the same observations
were found to be repeated over time in different contexts being published. This observation
further illustrates the challenges faced by public managers, challenges that may not be easily

overcome and indeed there may not be a universal set of best practices that fits all
organisation types.

2.7.1 Typology of Unintentional Effects

Smith (1993) infer at least seven ways in which excessive use of outcome-related
performance indicators might influence public sector managerial behaviour. This led to a
proposal of a typology to summarise scattered knowledge of dysfunctional consequences
resulting from the imposition of a performance measurement system (Smith 1995). The
typology consists of eight distinct types of phenomenon, and incorporates most observations

made by those researching in this field as described in the following sections.

2.7.1.1 Tunnel Vision

Smith (1995) defined tunnel vision as an emphasis by management on phenomenon that are
quantified in the performance measurement scheme, at the expense of unquantifiable aspects
of performance. Palmer (1993) supports this argument with evidence of local authorities
using financial-based measures resulting in a bias towards measuring performance in terms
of economy and efficiency rather than effectiveness. De Bruijn (2002a) argues that this
phenomenon is a type of strategic behaviour because organisations would make production

more visible, sometimes for only for compliance purpose; although ‘performance only exists
on paper and has no social significance or a very limited one’.

Whilst, in general, dysfunctions occur due to malpractice, Pidd (2004) using one of Miller's
(2003) four types of virtualism, demonstrates dysfunctions can also occur where organisation
may have acted in good faith in their efforts of designing performance measurement. In such
case, tunnel vision may occur when great emphasis is placed on quantitative rather than soft
qualitative data. “Thus, though an organisation may achieve high scores on a performance

indicator, this good performance may be virtual rather than real when considered against
what the organisation has been established to achieve” (Pidd, ibid, p487).
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2.7.1.2 Sub-optimisation

Sub-optimisation is defined as the pursuit of narrow local objectives by managers, at the
expense of the objectives of the organisation as a whole (Smith 1995). There are reports of
schools encouraging cheating in exams when tests results were to be used for obtaining
funding for future school budgets and salaries (Halachmi 2002). Likierman (1993) supports
this view when he proposed that the inclusion of all elements integrate into what is being

measured rather than placing emphasis on individual objectives and rewards.
2713 Myopia

Smith (1995) observes that measures are an ‘imperfect reflection’ of performance when
dealing with objectives that would yield outcomes over a long period. Two reasons are
given; current measures would indicate results of managerial endeavour over many years,
and the current measures cannot reflect the future consequences of current managerial
actions, thus measures can induce managerial myopia, which is the pursuit of short term
targets at the expense of legitimate long term objectives. Performance measurement rewards

the constant reproduction of the existing rather than encouraging innovation which would
take ‘too long’ to mature (de Bruijn 2002a).

2.7.14 Measure fixation

Measure fixation is defined as an emphasis on measures of success rather than on the
underlying objective. In an attempt to reduce waiting times, the NHS was diverting care
away from those who most needed it. Patients who were benefiting from this initiative were
those requiring relatively minor procedures, at the expense of patients awaiting treatments
for more serious conditions (Smith 1995). There are many situations where organisations

would publish achievements in order to gain stakeholder approval while underplaying the
problems currently faced (Kerr 1995, page 10 & 12).

2.7.1.5 Misrepresentation

Misrepresentation is the deliberate manipulation of data whereby reported behaviours differ

from actual behaviour. This can take two forms: creative reporting and fraud.

‘Misrepresentation is dysfunctional because it misleads the controller about the activities of

the organisations, resulting in misallocation of resources, and inequitable treatment of staff
and clients’(Smith 1995).
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2.7.1.6 Mis-intepretation

Smith (1995) highlights the dysfunctional misinterpretation that occurred in the UK
education system. The government launched a system based on ‘league tables’ to enable
parent to make more informed decisions about the choice of school for their children (The
Citizen’s Charter, 1991). This was strongly opposed by teachers and parents on the grounds
that interpretation of raw performance data is complex and that misleading inferences about
school performance can occur. F lynn (1986) echoed this concern and added that the league
tables can actually encourage result manipulation for those organisations at the bottom of the

table who cannot compete due to external constraints, while those at the
potentially rest on their laurels.

top would

2.7.1.7 Gaming

Gaming happens when managers minimise the apparent scope for productivity
improvements because any reported improvement in one year will result in increased

expectations for future years. Therefore gaming can be defined as deliberate manipulation of
behaviour to ensure strategic advantage (Ridgway 1956; Smith 1995).

2.7.1.8 Ossification

Bureaucratic performance measurement schemes can inhibit innovation, and lead to
ossification: ‘organisation paralysis brought about by an excessively rigid system of
performance evaluation’ (Smith 1995). The danger of ossification arises because of the
inertia of design and the Wway a performance measurement scheme was implemented, and the

effort required to change it subsequently, Smith suggests that systems need to be regularly
reviewed and updated,

2.7.2 Hindering Convictions

Managers are advised to be aware of some convictions people may hold which could hinder
effective measuring and monitoring activities, and the potential perverse effects resulting
directly from performance measurement (Bouckaert 1995),

dysfunctions listed below should help to develop and use perform

successfully. Failure to take them into account could mean time

Considerations of the
ance measurement more

and resources wasted and,
potentially, a distortion of managerial action.

35



Bouckaert (1995) lists some examples of convictions people have which could affect their
motivation for performance measurement:

= That there is no need for performance measurement as there is no inefficiency

problem in government,

That measurement is impossible, this conviction results in a suspicious attitude
towards the practice of measurement itself, or

That anything the public sector does has to be worse than the private sector,

therefore measurement in the public sector is considered to be of a lower standard
than in the private sector.

2.8 Remedies for Unintended Consequences

Management practices demonstrate the level of care the organisation has about applying
measurements to achieve intended outcomes. Managers need to create an environment
where there is a high level of trust that fair use will be made of performance information.
They also need to ensure that the measurement process should be an empowering rather than
disempowering experience for staff (Likierman 1993; Grizzle 2002).

When designing or selecting measures and setting targets, consider the causes and effects
that connect the desired behaviour with each measure and target. Government departments
are encouraged to use transparent rewards and sanctions to ensure all frontline units deliver
improved public services (HM Treasury 2004). It may be beneficial to couple quantitative
measures with measures of quality and outcomes to gain better understanding of the

circumstances of good or bad performance (HM Treasury, Cabinet Office et al. 2001).

Performance information should be subjected to external checks such as monitoring the
integrity of data collection process by external auditors or inspectors general. However,
although such regulations and checks may be helpful to a certain extent, over-doing it might

create suspicion and undermine trust in government (Behn 1999).
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In conclusion, it is argued that research provides strong evidence that many of these
dysfunctional behavioural responses will emerge within the public sector. However, Smith
(1995) like many researchers, does not advocate the abandonment of performance

measurement in the public sector, but rather gives advice to those designing performance
measurement.

Smith (1993) demonstrates the dysfunctional consequences resulting from the use of and the

excessive reliance placed on a single outcome-related performance indicator in NHS

2.9 Framework for Performance Measurement

Previous works on frameworks for performance measurement aimed overcome some of the
identified challenges to its development and use, and also to guard against unintentional or
perverse effects of performance measurement as discussed in the preceding section. The

following sections present a review of some examples of such work. The review is
presented in chronological order.

2.9.1 The SMART System

The strategic measurement analysis and reporting technique (SMART) system (Cross and
Lynch 1988/89) is proposed to facilitate the setting up of a management control system using
performance measures. The framework is represented by a four-level pyramid of objectives
and measures (see Figure 3) which ensures an effective link between strategy and operations
by translating strategic objectives from top down and measures from bottom up. It is said
the pyramid is a useful model to describe how objectives are communicated down to the
troops and how measures can be rolled up to various levels in the organisation. It also
encourages managers to consider and include more than the traditional performance

measures such as utilisation, efficiency, productivity and other financial variances.

The main strength of SMART is it attempts to integrate corporate objectives with operational
measures, while its weakness are that it does not provide any mechanism to identify key
performance indicators for quality, cycle time, cost and delivery, and the framework does not

explicitly integrate the concept of continuous improvement (Ghalayini and Noble 1996).
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Figure 3 SMART: The Performance Pyramid
Source: Measure-Up: Yardsticks for Continuous Improvement, Lynch and Cross (1991,p64)

2.9.2 The Performance Measurement Questionnaire (PMQ)

Dixon, Nanni and Vollman (1990) developed the PMQ to help managers identify
organisational improvement needs, to determine the extent to which the existing
performance measures support improvements and to establish an agenda for performance
measures improvement. The results of the PMQ are assessed on 4 dimensions: alignment,
congruence, consensus and confusion. Alignment analysis is designed to assess how well an
organisation’s actions and measures complement its strategy. Congruence analysis aims to
provide a detailed understanding of how well the measurement system supports an
organisation’s actions and strategy. Consensus analysis is carried out by grouping the data
by management level or by functional group. Confusion analysis is used to determine the

extent of consensus regarding each improvement area and performance measure. The PMQ
can be a useful tool for review and update of measures.

Ghalayini and Noble (1996) argue that the PMQ cannot be considered as a comprehensive
integrated measurement system as it does not link the areas of improvements and

performance measures to operational activities, and that it does not take into account the
concept of continuous improvement.
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2.9.3 The Balanced Scorecard

The Balanced Scorecard (Kaplan and Norton 1992) is an integrated performance
measurement system for strategic, operational and financial measures. The Scorecard directs
managers to answer questions posed from 4 perspectives: customer, internal, innovation and
learning and financial. The strengths of the Balanced Scorecard are identified as: (i) it
summarises in one management report many seemingly disparate elements of an
organisation’s competitive agenda; (ii) it prevents sub-optimization by forcing senior

managers to consider all operational measures at the same time (Ghalayini and Noble 1996).

The Balanced Scorecard is designed primarily to provide senior managers with an overall
view of performance and is not intended for use at the operational level. “More work would
need to go below the level of the scorecard to provide systems which could deliver the rather
aggregated measures” (Ghalayini and Noble, ibid, quoting Gregory 1993, p296).

2.9.4 The Viable System Model

Bititci, Carrie and McDevitt (1997) propose the Viable Systems Model (VSM) as a method
for auditing the integrity and deployment/relevance of a performance measurement system in
a manufacturing environment. The model incorporates the EFQM, Business Classification
Model (Hill 1993 and PUttick and Gillis 1993 as cited in Bititci, Carrie and DeVitt op cit),
Systems Classification Model and Performance Measures Classification Model (Dixon,

Nanni et al. 1990) to audit the level of completeness (in terms of deployment) and integrity
of an performance measurement system.

The audit process consists of 3 phases: (i) data collection- background information about the
organisation; (ii) integrity audit- a checklist to search for objective evidence supporting the
existence of all of the 5 systems within the VSM; and (iii) deployment audit- this consists of
3 stages: firstly, the deployment of requirements of each strategic business unit (SBU)
environment through business objectives to strategic and functional performance measures;
secondly, the deployment of business objectives through strategic performance measures to

functional levels; and thirdly, the deployment of strategic performance measures to
functional levels.
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The five systems are made up of:

295

System 1: Employs performance measures to measure the performance of each
business activity or task.

System 2: Employs process-oriented performance measures to ensure that individual

business activities and tasks are co-ordinated effectively and efficiently.

System 3: Deploys strategic objectives and priorities to co-ordinate System 2 and

operational (System 1) measures. Monitors and manages the performance of the
process.

System 4: Provides external intelligence with respect to the strategic objectives of

the business. Expresses strategic objectives in measurable terms and sets targets.

System S: Sets direction, strategy, policy, and objectives based on current

performance and the external indicators obtained from System 4.

The Program Accountability Quality Scale (PAQS)

The Program Accountability Quality Scale (PAQS) (Poole, Nelson et al. 2000) was
developed to assess the development of a sound performance measurement system for US
government agencies. The PAQS consists of 7 domains (resources, activities, outputs,

outcomes, goals [based on the elements of a logic model], indicators and evaluation plan)

and 21 items. PAQS is found to be useful in identifying agency needs for technical

assistance, in assessing development of a performance measurement system and in giving
efficient and consistent feedback to public managers.

The PAQS implied that performance measurement is purely a mechanistic processes and that

successful implementation is based on a rational and economical model. There is a lack of

emphasis on how stakeholders’ want and need could have impact on the design of
performance measurement.
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2.9.6 The Six-Stage Framework

Medori and Steeple (2000) designed a 6-stage framework for auditing and enhancing
performance measurement systems for manufacturing organisations. The framework was

designed deductively from the common limitations demonstrated by existing works being

that little guidance is given for the actual selection and implementation of selected measures.

The framework was applied and tested on five manufacturing firms.

\ 4
Stage 1. Stage 2. Stage 3. Stage 4. Stage 8.
Company Performance nY Selection 1y Implementation
Success Measurement of Audit of
Factors Grid Measures Measures

L

Stage 6. Periodic Maintenance

Figure 4 The 6-Stage Framework

Source: A Framework for Auditing and Enhancing Performance and Measurement Systems, Medori and Steeple,
2000, p523.

The framework consists of 6 stages (Figure 4):

i.

ii.

iii,

iv.

vi.

Define company success factors;

Compare the organisation’s success factors with the performance measurement grid

(PMG). The grid consists of 6 competitive priorities of the industry, see Table 4 ;

Select measures using a list of spectrum/checklist. This checklist is based on general

areas which need to be measured as identified by the PMG in stage ii;

Audit the organisation’s existing performance measurement system by comparing the

list of existing measures with those that were identified and selected in stage iii;

Implement the measures using an 8-step plan (see Figure 5) to guide the

implementation of measures identified as critical in stage iv, or implementation of a

new set of measures identified in stage iii;

Conduct periodic maintenance- periodic review is necessary particularly for companies
that change their strategy or implement new technology.
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Competitive priocity Company success factors

Quality Improve supplier quality
Cost Reduce stock

Flexiblity Reduce set-up times
Time Reduce lead-time
Delivery Achieve schedule

Future growth New product introduction

Table 4 An Example of Performance Measurement Grid

The authors (Medori and Steeple 2000) aim for the framework to achieve 5 main goals: to
aid in setting-up a new performance measurement system, to audit existing system
capability, to aid the identification of obsolete measures, to aid the identification and
selection of core non-financial measures not being measured, and to identify the route to
implementing any selected measures. They also highlight the limitations which include: the
difficulty of relating an organisational strategy to the PMG’s 6 competitive priorities, and

that the measures checklist may become outdated in time and acknowledge that measures
may be updated when necessary.
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Figure 5 The 8-Step Plan

Step 1. Title. The first step to implementing a measure is to clearly state its
title. The title of the measure is known from its identification in stage 3 of the
framework - the *Spectrum/checklist”,

Step 2. Objective. This step of the implementation plan dearly identifies the
purpose of the measure. The measure should relate to one of a company’s
strategic objectives. The rationale here is that, if the measure does not relate to
a company’s strategy, then it should not be a measurement — as it has no
spedific purpose.

Step 3. Benchmark. The purpose of this step is to determine a benchmark for
the particular measure being implemented, together with timescales for
achieving the benchmark. Benchmarks are put in place as companies need to
know if they are improving or not, This step in stage 5 is included because a
particular measure is of little value by itself — it must be compared against
some reference value to be meaningful. The measure can either be self.
referenced against itself over time (intermal environment), or referenced
externally in relation toa company's competitors (external environment),

Step 4. Equation. This section is based upon how exactly the performance
measure is tobe calculated. This step is critical because if an incorrect equation
is established, incorrect results will also be calculated.

Step 5. Frequency. This is based around the frequency in which the
performance of the particular measure should be recorded and reported. This
will depend on the volume of data available and importance attached to the
measure.

Step 6. Data source. This step specifies where the data comes from. It should
be noted that if performance is to be compared over time then a consistent
source of data will be required. Data can be in the form of internal

measurements (e.g. quality, time, delivery .. .) and external measurements (e.g.
customer warranty claims. . ).

Step 7. Responsibility. Before a measure can be completely implemented
certain persons need to be identified who have responsibility for collecting and
reporting thedata.

Step & Improvement This step is concerned with identifying action that
needs to take place if performance proves either satisfactory or unsatisfactory.

Source: A Framework for Auditing and Enhancing Performance Measurement Systems, 2000, , Table 4: p524,
and Figure 3: p525.




2.9.7 The Maturity Model for Performance Measurement Systems

The Maturity Model (Wettstein and Kueng 2002) is inspired by The Nolan Model (Gibson
and Nolan 1974) and the Capability Maturity Model [CMM] (Paulk, Weber et al 1994). The
overall maturity model of a performance measurement system is represented by 6
dimensions: scope of measurement, data collection, storage of data, communication of

performance results, use of performance measures, and quality of performance measurement
processes. There are 4 levels of maturity for each dimension, see Table 5.

The model suggests that a performance measurement system evolves sequentially from one
stage to the next, but it does not imply that this must be true for all dimensions. It is possible
that some maturity levels can be skipped at dimension level. However, skipping levels is
thought not to be equally possible for all dimensions as technical aspects are more easily
skipped than those dimensions that are process and people-related. The model does imply
that every organisation wishes to excel at all dimensions. Some organisations may be
comfortable to be at a ‘less mature’ stage for one or more dimensions for any reasons.



Maturity Maturity Maturity Maturity
Levell Level 2 Level3 Level §
ad-hoc Adolescent grown-up mature
Scope of | Ouly financial |Financial perfor- | Both financial and Financial and non-
Measure- |performance |manceindicators |non-financialper- | financial indicators are
ment indicators are | are measured. In | formance indicators | measured on a regular
considered. addition, a few are measured. Per- | basis. The indicators in
non-financial formance measure- | place reflect the stake-
indicators are ment takes place at | holders’ interests. Key
measured as well. | different organiza- | processes are measured
ticnal levels. in an intepral way.
Data Most perfor- | Financial perfor- | Collection of finan- | Intemnal and external
Collection | mance-relevant | mance data is cial performance data sources are ex-
data is col- collected from data is fully auto- ploited. The various
lected manu- | cperational IT mated; collection of | operational IT systems
ally. systems; however, |non-financialdata | are integrated. Thus,
some manual needs some manual | data collection does not
intervention is bandling. require manual
needed. intervention.
Storage  |Performance |Financial perfor- | Performance- Performance data is
of Data data is stored in | mance data is relevant data is stored in an integrated
various formats | stored in a central | stored inlocal data | IT system.
(ring binder, | database; nen- warehouses using
spreadsheets, | financial datais different formats.
databases, dispersed over
ete.). different units.
Communij |Performance | Performance re- Clear communica- | Financial and non-
cation of |results are sults are dissemi- | tion structures are | financial pesformance
Perfor- disseminated |nated periodically |established. Non. results are transmitted to
mance onanad-hoc |[totheupperand |financial figures are |the stakeholders elec-
Results basis, middle manage-  |integral part ofre- | tronically (push option).
ment. ported data. Most Additionally, perform-
results are commu- | ance results can be
nicated via push accessed electronically
mechanism. (pull option) at different
level of agprepation.
Use of The use of the |Performance data | Performance data is | Performance results are
Perfor. |performance  |is used primarily |wused primarily for  |used (1) as a central
mance resultsisnot | for internal repeet- | analysis purposes managerial and plan-
Measures | defined. ing. and for communicat- | ning instrument, (2) to
ing strategy and support company-
goals to staff. external communica-
tion, and (3) to get
people involved.
Quality of | The measure- | A certain degree of | The measurement | Quantitative goals for
Perfor- ment processes | process discipline | processes are docu- | the measurement proc-
mance are not defined; | exists; successful | mented and stan- esses are set. Continu-
Measure- | success de- execution of the | dardized. The execu- | ous improvement of the
ment Pro- | pends on indi- | measurement tion of the processes | measurement processes
cesses vidualeffort.  [processescanbe |is complianttothe |takes place. New tech-
repeated. description. nologies and practices
are identified.

Table 5 A Four-Stage Maturity Model for Performance Measurement System

Source: Wettstein and Kueng, 2002, A Maturity Model for Performance Measurement Systems,
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2.9.8 The STAIR Model

The STAIR (strategy-targets-assessment-implementation-results) model (Zeppou and
Sotirakou 2003) was developed in response to Greek government’s demand for public
organisations to be efficient, effective and economical. The STAIR proposes to offer a
comprehensive tool for improving the government’s performance and aims to help
government be more strategy focused. It guides managers to consider crucial areas such as
the organisation’s mission, strategic goals, measurement of performance, identification of
performance gaps, and the use of feedback to drive improvement. The model encourages
managers to conduct SWOT analysis and to realise the inter-dependence of sub-systems in
the process of transforming inputs and processes into outputs and outcomes. The model
brings managers’ attention to measuring and monitoring of intangible assets rather than just
tangible ones, and to view performance multi-dimensionally. The authors acknowledge that
different organisations are at different stages of modernisation demands and have their own
plans to improve processes in accordance to the needs of their organisation as part of an
annual business cycle. They suggest STAIR helps reinforces the culture of continuous
improvement. The model was implemented in a public agency as a pilot study and

reportedly successful reinforces the culture of continuous improvement but not the
improvement itself.

The steps in STAIR are as follows: (See Figure 6)

S- strategy: clarify strategy, communicate strategy and gain consensus;

T-targets: translate strategy into specific objectives and clear concrete targets;
A-assessment: operationalise targets, convert targets to performance indicators;
I-Implementation: align all internal sub-systems to the agreed departmental strategy;

R-results: track performance against the established strategic and operational goals.
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299 ThelSAT

The improvement system assessment tool (ISAT) developed by Van Aken, Letens, et al
(2004) was created to address some issues which they perceive to be lacking in existing
framework. They argue that existing frameworks often do not provide comprehensive detail
on implementation, including integrating the measurement systems with other organisational
systems and tracking implementation progress. The objectives of the ISAT are: to provide a
structure for collecting data and assessing performance measurement systems in the context
of other organisational improvement systems; and to detect and address problem areas,
providing clear direction for improvement, as well as an assessment of current maturity. The
tool was applied and tested in a Belgian public sector organisation. Case findings
demonstrate that the ISAT provide evidence confirming efforts made in transformation
process and in managing activities, and the organisation learned from the ISAT results, the

specific areas of measurement system for improvement,
The ISAT comprises of 2 overall types of assessment using a 0-100% scale:

i. improvement processes and outputs which are evaluated on 4 dimensions: approach,
deployment, study and refinement (see Figure 7); and

il, actual results achieved on measures which are evaluated on another 4 dimensions:
levels and trends, goals, comparisons, and causes (see Figure 8).
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Figure 7 ADSR Scoring Template
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Key Performonce Ares: Metric:
Type of Metric: End-Result or Driver
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Figure 8 Result Scoring Template
2.10 An Analysis of Existing Frameworks

Since the appraisals conducted by Ghalayini and Noble (1996) and Gregory (1993), the more

recent frameworks (post 1996) have seen much improvement in particular with the following
aspects:

They are not just monitoring and controlling tools as they explicitly aim to drive
improvement where most frameworks highlight the need for more than cost

management, efficiency and effectiveness, and the inclusion of leading measures;

They encourage managers to clarify organisational strategy to determine what needs

measuring to ensure that measures and targets are related to organisational strategy;

They are dynamic as they allow for systematic revision of critical areas, performance
measures, historical data, decisions and outcomes;

They are forward looking in terms of driving improvement as many now recognise
the need for measures to provide managers with the information necessary for daily

decision making and they possess the ability to aid managers identify specific areas
for improvement;
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» They have included mechanisms for local optimisation whilst adopting a holistic
view;

They provide steps to identify what needs measuring and monitoring at operational
level as well as strategic level processes; and

» Many authors advocate the need for flexibility in their framework to enable

organisations to use it according to individual requirements.

Many frameworks have diagnostic features to assess performance measurement

systems which provide a more structured way to detect and address problem areas.

This review discusses nine performance measurement frameworks. The various efforts
involved in devising integrated systems demonstrate the many ways an organisation can
approach performance measurement, and there is possibly no one best way to implement it.
Of the nine frameworks reviewed, only three were designed specifically for public sector:
the PAQS for US municipalities, the STAIR Model for Greek government and the ISAT for
Belgium government. There are no particular instances found in published journals on the
development of a framework for performance measurement in the context of agencies and
public bodies being a section of British central government. This review highlights a gap for
an exploratory study to understand performance measurement practices, in doing so, identify

and examine the elements for effectiveness with a view towards development and
improvement,

50



2.11 Conclusions

This chapter has reviewed the literature on performance measurement. The objective was to
understand performance measurement in general, the role of performance measurement in
the British government, explore the key elements of performance measurement as discussed

in the literature and to identify gaps that would be suitable for research.

The chapter discusses the role of performance measurement in government reforms,
identifies lists of the key elements for effective performance measurement practice, discusses
the unintended consequences of performance measurement and assesses existing
performance measurement frameworks. The key elements are dealt with in two main
groups: readiness for performance measurement and the stages of development: design,
implementation, use and review. This is followed by a discussion on the perverse effects or

unintended consequences of performance measurement, and the works on framework
designed to overcome these effects are reviewed.

Documented issues relating to performance measurement with various suggestions and
proposals for improvement are discussed. It is concluded that there are no specific
prescriptive ways to approach performance measurement and the existence of various

support groups found in US suggests performance measurement is not a straightforward skill
to master.

The chapter has identified the following gaps that this study aims to bridge:

* The literature on performance measurement is thin in relation to British agencies and

public bodies as a section of central govenment. And in addition, these non-
governmental bodies do not have a specific performance framework to guide
performance measurement. This observation leads to the question of how do the

agencies and public bodies approach performance measurement,

There are identified critical factors for design and implementation and unintended
consequences of performance measurement, but many were extracted from different
sections of public sector, e.g. Health, Education or Police Services, or in the context

of private sector. What are the key elements of performance measurement in the
context of agencies and public bodies?
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s  There are numerous definitions for public sector performance measurement. What is

the definition for performance measurement in agencies and public bodies?

Performance measurement does play an important role in the British government
Modemisation agenda. It is twenty years since the Next Steps Initiative 1988 and
the conception of agencies and public bodies; it is now timely to document the

progression about performance measurement practice in this context.

The findings and the generation of lists of key elements based on the literature review
provide a good starting point for this exploratory study as they inform the design of the data
collection tool for the exploratory survey in Phase I, and serve as a foundation for the

discussions on the implication that the findings of this research have on the wider literature.

This thesis now proceeds by presenting (in the next chapter) the research methodology for
this study.
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Chapter 3 Research Methodology: An Overview

3.1 Introduction

A review of the literature in Chapter 2 concludes that agencies and public bodies as a section
of central government have been least examined or understood in terms of performance
measurement. There is obvious opportunity for an exploratory study to better understand
performance measurement practice in this context. The review of the literature also

synthesised lists of key factors of performance measurement providing a good starting point
for this exploratory study.

This chapter discusses the overview of the research methodology and design, which serves
as a frame for this study as a whole. Broadly, the chapter consists of four main sections:

research objectives and questions, research philosophy, research setting, and research design.

3.2 Research Objectives and Questions

This research attempts to draw in-depth understanding of performance measurement practice
within the context of British agencies and public bodies being a section of central
government. This broad statement of intent is defined by the following research objectives

and questions, which serve as guides to the examination of the phenomenon under study:
Research Objective 1:

To obtain a broad understanding of performance measurement practice within the context of
British agencies and public bodies as a part of central government.

Research Objective 2 (extending the efforts of Research Objective 1):

a. To gain more in-depth understanding and in doing so, identify and examine elements

that are key to effective performance measurement in British agencies and public
bodies, and

b. To enquire if it is desirable for managers to have some kind of performance
measurement practice evaluation tool.
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Research Objective 3:

a. Ifitis desirable, to explore the opportunities for the development of a performance

measurement practice evaluation tool for agencies and public bodies;

b. If the tool materialises, to test the tool for preliminary feedback on the usability and

completeness with a view towards improvement and development.
3.3 Research Philosophy

3.3.1 Identification of Inquiry Paradigm

This section seeks to clarify the researcher’s inquiry paradigm in order to establish the logic
and coherence of judgements and decisions which have impacted on this study; “as the

researcher’s actions are underpinned by a basic set of beliefs (known as paradigms) that
define their worldview” (Goodson and Phillimore 2004, p38)

For this study, the researcher believes in the existence of knowledge that is more than just
‘what is out there’ (observable world); there is no one ‘true’ reality (the positivist view) and

that knowledge is strongly influenced by culture, context and ethical issues.

This study sought to explore what was going on by seeking explanations as to what and how
performance measurement works well within the context of (a section of) British central
government. For this, it is believed that the researcher alone is not capable of knowledge
production, and that the complex social world can be understood only from the point of view

of those who operate within it; “all findings are the product of an interaction between

researcher and researched”(Guba and Lincoln 1994). The relationship between the
researcher and reality cannot be one of objective detachment. Hence, the positivist paradigm
cannot be the best explanation of the basic beliefs that the worldview is a social construction,

of which is more closely related to the critical theorist or constructionism paradigm.

3.3.2 Social Construction of Public Sector Performance Measurement

The knowledge of public sector performance measurement is more than just mechanics of
how a system works, it is knowledge based also on socio-cultural constructions. The focus
of the conception of knowledge is on the interpretation and negotiation of the meaning of the

social world; ‘the social construction of reality’ (Berger and Luckman 1966). This study

54



aims to identify the key elements of performance measurement within the context of (part of)
British central government; i.e. the ‘what’s and ‘why’s of performance measurement. The
development and practices of performance measurement will be examined and interpreted in
terms of context; this phenomenon is believed to be strongly influenced by the culture,
political and value systems of the public sector (Easterby-Smith, Thorpe et al. 2002, p28) or
a set of pre-defined organisational orientations, as well as technical-instrumental features;

e.g. the step by step mechanics of performance measurement approach.

This ontological premise implies the use of different methodologies to that of a positivist and
lean towards phenomenology, postmodern, social constructionism. Social constructionism
does not suggest a separation but rather an interactive and co-operative relationship between
the researcher and the researched. The focus is not the quantity of information gathered but
rather on its quality and richness. The social constructionism epistemology strives to
understand naturally occurring phenomena in their naturally occurring states (Lincoln and
Guba 1985); and “to inspect not only how the people within that specific place construct the
world, but how different groups of people differently construct the world, and more
especially, how they each differentially construct the world in different settings”
(Hollinshead 2004,p 72). Social constructionism relies on a holistic-inductive approach

where the phenomenon is investigated as a whole, and theoretical propositions are generated
from the empirical field (Decrop 2004, p157).

Therefore, the job of the researcher aims not just to gather facts or measure how often certain
patterns occur, but to appreciate and interpret the different constructions and meanings
people place on their experience. This basic belief shapes the design of this research. The
study will be exploratory in nature, starts off with an exploratory survey to gain a broad
understanding of performance measurement practices in a section of British central
government, and then moves on to in-depth enquiries to gain a richer picture and more
information that better describe managers’ experience with performance measurement

practice (details on research design see Section 3.5 and specific chapters for each phase of
the study).

3.4 Research Setting
British central government consisting of numerous main departments, deploys three main

machineries to implement its policies. These are Local Government, the National Health
Service and Agencies and Public Bodies, see Figure 9.
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A review of the literature confirms the lack of published empirical evidence on performance
measurement on the part of agencies and public bodies. Within the category of agencies and
public bodies, there are classifications which include executive, advisory, tribunal, public
corporation, public broadcasting authority, and central bank. To carry out a research for a
population which consists of all the above-mentioned classes would be extremely resource
intensive which may not be feasible for a post graduate project. Hence, this study employs
the cluster sampling method and focuses on executive agencies (excluding the Ministry of

Defence agencies and the Northern Ireland Agencies) and executive non-departmental public
bodies.

[T} i &l

Policy Implementation

Figure 9 British Government: Machineries for Policy Implementation.

3.4.1 Executive Agencies and Executive Non-Departmental Public Bodies

The executive agencies and executive non-departmental public bodies function as economic
entities where performance measurement can be a useful management tool. The
characteristics and functions of EA and ENDPB are listed in Table 6 on page 58.

The reasons for selecting executive agencies (EA) and executive non-departmental public
bodies (ENDPB) as research population include the following:

* They are part of the Central Government;

They carry out executive functions of the Government with minimum interference
from Ministers regarding the day-to-day running of the organisation; and,

They are well-defined business units that have a clear focus on delivering specific
outputs, a pre-requisite for the need of measuring performance.
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3.4.2 Which Organisations are being Excluded?

Whilst MoD agencies are categorised as agencies, they are different from other executive
agencies and they are usually headed by serving military officers. Hogwood (1995) argues
how MoD agencies are different from the other agencies or public bodies ‘although the MoD
has embraced the agency idea, it is clearly an idea which is being applied in a different
setting and with different forms of relationship between agency, the rest of the department
and the rest of the military.” They are offered a more limited form of authority and many of
which are part of the military chain of command (Massey 1995).

The Northern Ireland devolved government, i.e. the Northern Ireland Assembly’ and

Northern Ireland Executive, is being excluded from the study as their devolution was
suspended at the time this study took place.

T Power was restored to Northern Ireland Assembly on 8 May 2007.
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Table 6 lists the purposes and key characteristics of executive agencies and non-
departmental bodies to illustrate how they function as an organisation.

Executive Agencies (EAS)

Executive Non-Departmental
Public Bodies (ENDPBs)

Purpose

To carry out a service or function
within government.

A well-defined business unit that has
a clear focus on delivering specific
outputs and a framework of
accountability to Ministers.

To permit a service or function to be

carried out at arm’s length from the
government.

Key
characteristics

Ministers do not concern themselves
with the day-to-day running of the
agency;

Flexible and responsive framework,
able to cover wide range of
organisational sizes and
responsibilities

Usually part of government or linked
to a sponsoring department.

Chief Executive is normally
answerable on operational issues to a
minister in the sponsoring
department, and is appointed for a
fixed term.

All staff are civil servants

Accounts are consolidated into those
of the sponsoring department

Operates under statutory provisions, and
is legally incorporated;

Chief Executive is normally accountable
to a management board;

Staff are not civil servants, and are
employed directly by the body itself;

The body is responsible for its own
budget;

Appointments to the Board are usually
made by Ministers, or by the Queen on
Ministerial advice, and must be in line
with the Commissioner for Public
Appointment’s Code of Practice.
(OCPA)

Ministers are answerable to Parliament
for the body and have power to wind it
up

Most NDPBS are funded by grant-in-aid
but some are funded by levies on
particular sectors and receives no central

funding.

Table 6 Key Characteristics Executive Agencies & Non-Departmental Public Bodies.

blic/bodies.

Source: Extracted from Guidance Documents on Agencies and Public Bodies. Accessed: October 2004.
http:/lwww.civilservice. ic/bodies.as
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3.5 Research Design

This study was conducted within the constructionist paradigm. It employed a mixed-method
approach that is “to make use of quantitative and qualitative methods”, as encouraged by
Guba and Lincoln (1994, p105). This strategy of using a mixed method approach must not
be confused with one that mixes qualitative and quantitative paradigms, as different

paradigms have different philosophic premises, purposes, and epistemic roots (Leininger
1994, p101-103).

This study was designed to be conducted in three sequential phases. Each phase was
designed to address a specific research objective.

Objective 1 «» Phase I: An exploratory survey to gain a broad understanding of performance

measurement practices in agencies and public bodies.

Objective 2 «» Phase II: Extending the efforts of Objective 1, this phase was an in-depth
enquiry employing face-to-face interviews to explore what works well with performance
measurement, identify key elements with a view towards development and improvement,

and to enquire if public managers desire some kind of performance measurement practice
evaluation tool.

Objective 3 «» Phase III: If it was desirable by public managers, to review the opportunity

for and the feasibility of devising a performance measurement practice evaluation tool, and if
the tool materialises, to conduct a series of preliminary test on the tool.

The design for each phase is briefly discussed here while detailed discussions of the specific

methods in use are found in chapters relevant for each phase of the study.

3.5.1 PhaseI: An Exploratory Survey

Survey is a method generally accepted as quantitative but its objective leans more towards
exploratory with an intention to gain a broad understanding rather than hypotheses testing for

verification or falsification, It was therefore used as a tool to achieve a constructivist’s
rather than a positivist’s aims.
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This survey was exploratory to seek answers to Objective 1 research questions. Chapter 4,

starting with page 62 discusses the research design, presents the research findings and
discusses the conclusions in relation to other studies.

3.5.2 Phase II: In-Depth Enquiries

Findings from Phase I exploratory survey provided a broad picture of performance
measurement practices of agencies and public bodies, however it lacks information much
needed for in-depth examination of what works and what does not work with a view to

identify the key elements of effective performance measurement practice.

A constructionist strives to understand the ‘whats, whys and hows’ within the context under
examination. In-depth interviews could provide ‘rich data’ and ‘thick descriptions’ nested in
the real context (Miles and Huberman 1994, p10). Therefore, an enquiry employing a series
of face-to-face interviews guided by semi-structured questions was designed to draw on
managers’ experiences and expert opinions on performance measurement to achieve
Research Objective 2. And managers’ level of desirability for some kind of performance
measurement practice evaluation tool (PMPET) was determined at this at this stage. For

more a comprehensive discussion on Phase II on its entirety, please refer to Chapter 5, page
82.

3.5.3 Phase III: Tool Development and Testing

The occurrence of Phase 11l was depended on the outcomes of Phase II. The development of
the tool was informed by the findings of Phase II.

The participants of Phase II have indicated their desire for some sort of tool to inform and
evaluate performance measurement practice. The research went on to explore the feasibility
for the development of the PMPET. Phase III involved an examination into past studies of
handbooks and guides to explore their structure, contents and presentation and in doing so, to
identify their strengths and weaknesses. It was planned to develop the tool based on the

findings of Phase II and informed by the syntheses of a review of handbooks and guides of
previous research.
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The prototype tool was subjected to a series of tests by a selected group of performance
managers who partook in Phase II to obtain preliminary feedbacks on its potential usability
and completeness. For this project, the tool was reviewed only once. Plans and ideas for
further enhancement and development are conceived for future research; see Future

Research, page 232. Details on Phase 11l are dealt with in Chapter 6, page 200.

3.6 Research Ethics

The conduct of this research was approved by the University Ethics Committee. The
activities of this research were in compliance with the Code of Practice? as prescribed by the

Ethics Committee. Consent from all participants was obtained for each of the following
activities:

o The conduct of the survey,

o The conduct of face-to-face interviews,

¢ The audio recording of the interviews,

o The safe-keeping of transcripts of interviews,

o The use of verbatim quotes in all publishable materials in connection with this
research, and

o The testing of the Guidebook and Self Assessment Checklist.

3.7 Summary

This chapter establishes the objectives of this study; presents and discusses the identification
of the inquiry paradigm and how the design of the study is governed by the relevant
ontological and epistemological assumptions; specifies the research setting; and provides an

overview framing of the research design for the project as a whole.

In the next three chapters, each chapter focuses on one particular phase of the study in turn,

describing the research design, presenting research findings, and discussing the conclusions.

8 The Ethics Committee, University of Strathclyde. http://www.mis strath.ac,uk/Secretariat/Ethics htm
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Chapter 4 Phase I: An Exploratory Survey

4.1 Introduction

The previous chapter presented the structure of this three-phase study. Phase I was

conceived to seek answers for questions defining research objective 1.

This chapter presents Phase I in its entirety; it explains the methods adopted for data
collection and analysis, and highlights the steps taken against identified threats to validity

and reliability. The chapter also discusses the research findings and the conclusions derived.

4.2 Objectives and Questions

The research objective for Phase I is reiterated here to create the link between research
method and drawing of conclusions.

Research Objective 1:

a. To obtain a broad understanding of performance measurement practices in the

context of agencies and public bodies as a section of British central government.

Research questions:

i. What types of performance measurement approaches are in use?

ii. What are the main reasons for performance measurement?

iii. What are managers’ perceptions on the overall effectiveness of their existing
performance measurement?

iv. Which stakeholder groups have influence in the design of performance
measurement?

v. What are the main factors influencing the design of performance measurement?
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4.3 Research Method

Phase I consisted of an exploratory survey. Its purpose was to gain a broad understanding of
performance measurement practices within British agencies and public bodies as a part of
central government. A survey was preferred for this phase of the study as it aimed to reach

all the executive agencies and executive non-departmental bodies that were geographically
dispersed across Britain.

The design of the survey process closely follows Dillman’s Total Design Method (1978).

43.1 Questionnaire Design

The questionnaire is an ¢nstrument designed to elicit information to answer the questions in
Research Objective 1. The questionnaire covers the design and use stages of system

development (design, implementation, use and update, details in Section 2.72 in page X).

The contents of the questionnaire were informed by the lists of key issues related to design
and use as synthesised from a literature review (Chapter 2).

The survey instrument went through several iterative sessions of drafting, amendments and
revisions before being finalised. Multiple discussions and brainstorming sessions were held
with fellow researchers. This process was reiterated until it was felt that further discussions

would not generate any further beneficial information and had reached saturation point,

The survey instrument consists of three main parts. Part A: Approaches to Performance
Measurement; Part B Functions and Purposes of Performance Measurement and Part C:
Additional Comments and Follow-up Interviews, and Respondent Contact Details
(Optional). A copy of the questionnaire is presented as Appendix 1, page 233.

As this survey instrument was developed from scratch, a number of tests were conducted to
enhance its validity. Content (face) validity rather than criterion-related validity is
conducted. Criterion-related validity reflects the success of measures used for prediction or
estimation. It is used to predict an outcome or estimate the existence of current conditions

(Cooper & Schindler, 1988). This survey does not aim to create or test a model; therefore,
the criterion-related validity test will be of little benefit.
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Content validity is defined as the degree in which the content of the items in a questionnaire

adequately represents the universally accepted items relevant to the study as judged by an
expert panel (Cooper & Schindler, 1988).

The survey instrument was subjected to two different tests for content validity, which
include pre-testing and pilot testing before launching.

43.2 Pre-Testing Stage

The first try-out stage was pre-testing. The aim of pre-testing the questionnaire was to seek
the views of experts in public sector performance measurement on the study as a whole and
the design of the questionnaire. It was important to ensure that the questions are coherent,
understandable and are successfully measuring what they are intended to assess to achieve
the study objectives. It was also vital to review the experts’ perception on whether potential
respondents will be able to answer the questions and also will be willing to answer them (in
terms of providing confidential or sensitive information). The questionnaire was subjected
to scrutiny of three groups of experts, as suggested by Dillman (1978, page 156-158): (i)
academics who are actively engaged in public sector performance measurement research,
trained researchers who understand the study’s purpose and who are also likely to use the
information generated from this investigation; (ii) personnel from central government whose
work is directly related to performance measurement in executive agencies and public bodies

and are potential ‘users’ of the data; and finally (iii) likely respondents from the population,

Comments and critique from the expert panel resulted in changes to some words but the
changes made did not alter the fundamentally meanings of the sentences concerned.



4.3.3 The Pilot Test

Following the ‘pre-testing’ stage, the instrument was piloted with a randomly selected 5% of
the total number of organisations. The second try-out stage was the pilot test. This pilot test
was a small-scale survey following all the procedures of the actual survey. A pilot test can
be helpful in the planning of a study as it provides some sense of estimation of probable

response rates and it also pre-tests the ability of the researcher to handle the survey (Dillman
1978, page 158).

Feedbacks from the pilot test highlighted some layout or presentation issues. Some

presentation and layout changes were made to simplify the transition a potential respondent
has to make from one section to another.

4.3.4 Implementation of survey

The survey instrument was sent to the person in-charge of organisational performance for
each EA and ENDPB. An initial correspondence was made to every EA and ENDPB to
identify the name of the specific individual in-charge of organisational performance. This
was so that the covering letter can be personalised. The survey instrument was sent directly
to the correct person, who, by then would already have initial knowledge of the research
project and would be expecting the research instrument. Personalisation has reported to
increase response in some instances but not in others (Dillman 1978, page 7). The

personalisation strategy adopted by here was to distinguish the survey from bulk mails items.

Follow-up calls were planned with an aim to achieve a better response rate. It was planned
that follow-up calls be made after 10 days to ensure that the named person received the
questionnaire, (if not, another copy will be sent out); and to check if there are any enquiries

that need clarification. A call can also actively encourage potential respondents to

participate.
4.4 Data Analysis

4.4.1 Characteristics of Data

Data generated by this questionnaire was generally ordinal (ranked, such as Not-at-all, Some
extent, Great extent) and nominal (categorical, such as Yes or No) scales. Data analysis was

supported by the use of software: Statistical Package for Social Sciences (SPSS).
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4.4.2 Analytical Strategies

Based on the constructionism epistemological assumptions and the exploratory intent of this
study, ‘numbers’ will be used for directional orientation and pattern identification.

Descriptive statistics, frequencies and cross-tabulations are deemed useful to achieve this.

4.4.3 Progression to Phase II

The questionnaire was not encompassing. A trade-off has to be made between having a very
long and comprehensive questionnaire, putting-off respondents and thereby giving a low
response rate, which would then be deemed statistically unrepresentative; or having a
medium length questionnaire, viewed as manageable to the potential respondents and giving
a reasonably good response rate sufficient enough to validate the representation of results,
but at a disadvantage of not capturing everything about performance measurement practices;
but which nevertheless could assist in achieving Research Objective 1. The latter strategy
was adopted; further investigation into the phenomenon under study was therefore necessary.
The questionnaire was not a comprehensive enough research tool to elicit all the information
that would lead to accomplishment of all the study’s objectives. Further investigations were

deemed necessary; hence Phase II and III were planned and designed.
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4.5 Findings

4.5.1 Response Rate

The survey was conducted on 230 organisations?, which are made up of 62 Executive
Agencies (EAs) and 168 Executive Non- Departmental Public Bodies (ENDPBs). One
hundred and six responses were received which equates to a response rate of 45.7%. Of this,
13 organisations (EAs-4; ENDPBs-9) were unable participate for separate and different
reasons. Some of those reasons are listed below:

Focusing on winding-up the organisation;
Too tied-up with business commitments;

Too preoccupied with work as they are short of staff;

o O O ©

Too small an organisation with 1 fulltime employee and do not have any
performance measurement regime;

o

Do not support students/academic research;
o Questionnaire is too detailed and too difficult to relate to what they do;

o Do not use the terminology contained in the questionnaire

Hence, there are 93 usable responses giving a 40% response rate to this research,

4.5.2 Profile of Respondents

Chart 1 shows the distribution profile of respondents from each size group, which is
consistent with the population. The distribution of respondents (Column A of Table 1)

between EAs and ENDPBs closely matches the make up of the population (Column B of
Table 1) of EAs and ENDPBs.

% The list was extracted from a directory published by the Office of Public Sector Information (OPSI).
http:/fwww.opsi.gov.uk/advice/crown-copyright/uk-crown-bodies, Accessed April 2004.
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Chart 1 Respondents by Size

14%
(19%)
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(50%)
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(31%)
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Column A Column B

Respondents  Population
(%) (%)
EAs 23 27
ENDPBs L, 73

Chart 1 Profile of Respondents by Size

Notes to Chart 1:

Table 7 Distribution of Respondents

Figures in parentheses represent the percentage of the population in each size group.
Size of organisations is defined by the number of fulltime employees (a figure extracted from

the latest published annual reports and accounts). The three categories of size include: small
(0-49), medium (50-249) and large (more than 250 employees).

4.5.3 Type of Approaches

Each respondent was asked to identify the approaches that best describe performance
measurement in their organisation: key performance indicators (KPIs); activity-based costing
(ABC); the Balanced Scorecard (BSC); the EFQM excellence model; an informal model; or

“other”; and how long those approaches have been in use: less than 1 year; 1-5 years; 6-10

years; 11-15 years; or more than 15 years.

The most commonly used approach was key performance indicators (KPI), see Chart 2.

Those who voted for ‘Other’ and ‘Informal’ were asked to briefly describe the main

characteristics of the approach. Upon examination, the ‘Other’ and ‘Informal’ were found to

be examples of different types of KP1. Therefore these 2 groups were merged into the KPI

category (see explanatory notes below).

68



Chart 2 Types of Approach in Use
(N=93)

yp Oasc
Ogsc EFQM

COMBINATIONS

Chart 2 Performance Measurement Approaches

Types of approach:

KPI means only key performance
indicators are used;

+ if KPIs are used with BSC, they are
counted as using BSC;

+ if KPIs are used with ABC, they are
counted as ABC: and

+ i KPls are used with EFQM, they are
counted as EFQM.
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4.5.4 Length of Time Approach in Use

Seventy-one percent of respondents stated that their performance measurement systems were
established in the last 5 years (between 1-5 years =56%; under 1 year= 15%), and 29%

representing systems that were established for more than 5 years, see Chart 3. For

categorising purposes, systems established under 5 years was known as NEW and those
above 5 years, as MATURE.

Chart4a Types of Approach by Chart 3 Length of Time System In
Length of Time System in Use

90 | e B N

56%

Percentage (%) N=93
b

) ‘ Under 1 year Bis years
<1yr 15yrs 6-0Vyrs NHyrs
%
Length of Time System in Use l Oe-10 years 11-15 years

Chart4b Types of Approach by Size Chart 3 Performance Measurement: |.ength

of Organisation of Time in Use
100 Chart  4a  Performance  Measurement
o g0 B 2o Approach and Length of Time in Use
YI’ 80 \ praiimi . .
z \ < Chart  4b  Performance  Measurement
R NN IERRSE: O
2 00 Approach and Size of Organisation
5 5 »
e 30
S 20
10
0 . -
Small Medium Large
Size of Organisation
O ket ABC
BSC B &am
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The use of Key Performance Indicators (KPI) alone was the most common approach
irrespective of how long the system has been in use, although it was less common for newer
systems (Chart 4a), and its use decreased with the size of the organisation (Chart 4b). A
higher level of use of a widely recognised framework, such as BSC or EFQM, was mainly
found in newer systems. The Balanced Scorecard (BSC) was a relatively common approach
within large organisations. The statistics of the use of more structured framework were: 16%

using BSC, 8% EFQM and 6% combinations of 2 or more different frameworks.

4.5.5 Groups Involved in Design and Implementation

Respondents were asked which particular stakeholder groups’ requirements were taken into
account in the design of a performance measurement approach. ‘Requirements’ from the

perspectives of performance information rather than service provision.

Senior Management and ‘a Designated Group of people responsible for performance
measurement” were most frequently identified as being involved in designing (77% & 63%)

and implementing (63% & 59%) the performance measurement systems (Chart 5).

Chart5 Groups Involved in Design and
Implementation

wi
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60

- ﬂﬂ

Senior Mgt Designated ~ Other  Employees
Group  Managers

Percentage (%) N=93

a Design O Implement

Chart § Performance Measurement Design & Implementation
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4.5.6 Influence of Stakeholder Groups in Design

The requirements of the Board of Directors (61%), Sponsor Department (57%), and Service

Users (22%) were the most frequently cited to have influenced design (Chart 6).

Chart 6 Influence of Stakeholder Groups in Design

100 |

Percentage ( %) (N=93)
H
3

e
BOD Sponsor Service General Other Blected Media
Dept Users Public Agencies Rep

Great extent O Some extent

Chart 6 Influence of Stakeholder Groups in Design

4.5.7 Factors Influencing Design

For this part of the survey, the list of ‘factors” were grouped into 6 broad categories, namely
Use, Data Reliability and Validity, Learning and Improvement, Human Resource, Strategy,

and Control & Accountability (in order of display as seen on Chart 7).

Chart 7 can be read at 3 levels: (1) comparison between factors across the board; (2)

comparison between broad categories of factors; and (3) comparison between factors within

a category.



Chart 7 The Extent to Which Factors Influence Design
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Chart 7 Factors Influencing Design

(1) Comparison between factors across the board

The top 5 factors cited as influential to a great extent include: clearly defined measures
(79%), the need to demonstrate achievements (78%), the need for measures to be relevant

(78%), the need to address multiple goals (72%), and the need for practical measures (72%).

The 5 least cited factors include: level of employee training (4%); level of IT investments

(7.5%); the need to integrate with employee reward scheme (8.6%); and anticipated cost of a

performance measurement initiative (11%).



(2) Comparison between broad categories of factors

Use, Data Reliability & Validity, Learning & improvement, Control & Accountability and
Strategy were categories of factors that appeared to be reasonably significant. At least 75%

of respondents indicated some factors within those categories to be influential to some or a
great extent.

Human Resource factors were found to be the least cited as influential with very few

respondents (4 to 23%) citing them to be influential to a great extent.

(3) Comparison between factors within a category

Within Use category, factors cited as influential to a great extent by more than 50% of

respondents include relevance, practicality, simplicity, timely, clarity of purpose, and
transparency.

Reliable data (69%) and reliable source of data (47%) were factors influential to a great
extent for Data Reliability and Validity category.

For Learning and Improvements categories, factors influential to a great extent include: the

need to focus on improvements (63%) and the need for measures to be related to targets
(63%).

Human Resource category: Employee appraisal was considered by 23% of respondents to be
influential to a great extent. The other human resource factors, such as staff awareness of
other performance measurement approaches, views of staff about measurement activities,

employee reward scheme, and employee training were generally influential to some extent.

Strategy category: the need to address multiple goals (72%) was cited to be influential to a

great extent and was followed by organisational strategy (37%) and organisational culture
(33%).

Control & Accountability category: the need to demonstrate achievements, the need to
address accountability, the need to integrate with the budgetary system and anticipated cost
of a performance measurement initiative were cited by at least 60% respondents as
influential to some or a great extent. IT investment seemed to be the least influential factor

for this category with fewer than 40% of respondents citing the factor to be influential to
some or a great extent,
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4.5.8 Dissemination of Performance Information

The Management Team, the Sponsoring Department, the Board of Directors, Other
Managers and ‘a Designated Group responsible for performance measurement’ were the

most frequently identified recipients of performance information (Chart 8).

Chart 8 Perception of the Level of Importance of Stakeholder Groups in Receiving
Performance Information

Percentage (%) (N=93)

0 . E
Mgt Team  Spormor Dept

BOD Other Mgrs  Designated Staff Service Other
Grp Users Agencies

Media General Elected Rep
Public

O Great Importance O Some Importance

Chart 8 Performance Information

4.5.9 Reasons for Measuring Performance

External reporting (69%), identifying improvement needs (59%), communicating
performance standards (59%), and longer term planning (58%) were the 4 main reasons for
measuring performance (Chart 9). Moderate attention (less than 50%) was geared towards
other management processes such as coordinating and organising resources, programmes
evaluation, communicating the organisation’s values to members, and monitoring and
controlling day-to-day activities. Fewer than 25% of respondents cited identifying best
practice, revealing how effectively individual stakeholder requirements are met and

supporting organisational learning as reasons for measuring performance.
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Chart9 Reasons for Measuring Performance
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Chart 9 Reasons for Measuring Performance

4.5.10 System Effectiveness

Of the 69% respondents who cited external reporting as a reason for measuring performance

to a great extent, all indicated that it was very (70%) or somewhat (30%) effective (Chart
10).

Chart 10 PMS Effectiveness
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Chart 10 Effectiveness of Performance Measurement

76



4.5.11 Overall Effectiveness

Chart 11 Overall Effectiveness
(n=93)

a Not at all Limited () Adequate
] Good Excellent

Chart 11 Overall Performance Measurement System Effectiveness

Overall System Effectiveness

Ratings 1 2 3 4 5
PMS Not at all Limited Adequate Good Excellent
KPls 2 14 21 21 |
BSC 11 6
EFOM 1 1 6
Combinations 2 1 3
Total (%)

2 17 36 39 6
N=93
Table 8 System Effectiveness and Approach Matrix

The majority of respondents indicated that their performance measurement systems (PMS)

were adequate (36%) or good (39%). However there were also 17% who rated their PMS as

having limited effectiveness (Chart 11). All users of ABC or BSC rated their systems to be

at least adequate (Table 3).
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4.6 Discussions and Conclusions

Phase I of this study explored the performance measurement practices within agencies and
public bodies as part of British central government, in particular, the reasons for measuring
performance, the types of approaches in use, factors influencing design of measures, and

managers’ perceived level of effectiveness of their existing systems/approaches.

In general, there was clear evidence that public organisations, of various sizes, executive
agencies or non-departmental public bodies, use some kind of performance measurement
consisting of both new (less than 5 years- 56%) and mature systems. None indicated not
using some kind of approach to performance measurement. Findings confirmed the
observations made by various authors on how public sector was keen to implement
performance measurement (Palmer 1993; Sanderson 2001). The level of performance

measurement activity evident in this survey could possibly stem from the Modemnisation,
Reforms and Accountability (1999-2000).

The obvious reason for measuring performance was external reporting. This, however, was
not the only reason that was rated highly; others include improvement, quality of
performance, and planning, see Chart 9. Reasons for and the design of performance
measurement were said to reflect the intentions of public administration (Jackson 1993). As
indicated in Chart 7, use, learning and improvement, strategy, and control and accountability
were some of the more influential factors for design of measures, of which, arguably
sufficient evidence to support the claims that public agencies and public bodies are adopting
new public sector management with emphasis upon operational efficiency and effectiveness.
The practices on design of measures were also consistent with previous works, e.g. derived
from strategy (see e.g. Jackson and Palmer 1989, Kaplan and Norton 1992), relevance, and
learning and improvement (Dixon, Nanni et al. 1990; Lynch and Cross 1991; Keehley,
Medlin et al. 1997; McAdam, Hazlett et al. 2005). This evidence indicates the intention for
measuring and monitoring aims at not just ‘controlling’ per se but also for improvement,

which is consistent with observations made by various authors including, Poister and Streib
(1999), Bruijn (2002a) and Behn (2003).

Results indicate human resource factors were perceived to be not influential for design; these
factors include. employee appraisal, views of staff, employee reward scheme and employee
training. A recent 2007 National Audit Office’s publication entitled ‘The use of sanctions
and rewards in the public sector” listed internal performance and staff management as one of

the performance levers and encouraged the use ‘performance related pay’ to motivate
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performance . Were there any efforts in creating a link between performance measurement
and employee appraisal and reward scheme? The other specific factors that were indicated as
not influential include external comparability, clearly defined measures, fast feedback, cost,

and IT investment. There is opportunity for further exploration to obtain more insights into
such practices.

Agencies and public bodies perceived the level of effectiveness of their existing system on a
continuum from limited to excellent, and many have identified specific aspects of the system
needing improvement. Whilst the majority of 81% of respondents perceived their
approaches to be at least ‘adequate’, there were 2% and 17% indicated their approaches were
‘not at all’ and ‘limited’ effective respectively. What made the 2% and 17% perceive
ineffectiveness in their approaches? What did they perceive their systems ought to have but
do not? What exactly made the difference between an effective system and a system with
limited effectiveness? There is obvious scope for further enquiry and potentially sharing of

approaches and good practices with a view towards development and improvement.

Results show the majority of organisations, 60% were measuring performance with a
collection of loosely connected key performance indicators (KPIs) and the remaining
adopted a more structured approach/framework or a combination of frameworks originally
intended for the private sector. The latter were generally larger organisation with newer
systems. All those that adopted ABC and BSC perceived their system to be at least
adequately effective, and only 1 out of the 8 organisations that use EFQM indicated their
system to be of limited effectiveness. This marks the opportunity to explore the link
between the use of frameworks and what was perceived to be effectiveness. Findings
supported the observations made by de Bruijn (2002a) that such framework have penetrated
the public sector. It would be interesting to further examine: (a) whether managers have
considered the applicability of such frameworks (intended for the private sector) or the
transferability of such practices to public sector contexts. (b) Did they perceive there was a
need to adapt these frameworks in some ways for the public sector context as cautioned by
Ferlie, Pettigrew et al (1996), Boland and Fowler (2000), Micheli and Kennerley (2004) and
Pidd (2004)? (c) Why did they use a combination of frameworks and how did they use
them? What were the main reasons for the majority (60%) are not using the better known
frameworks such as BSC, EFQM, ABC or a combination of these frameworks?
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Sixteen percent of participants were using the BSC and the BSC as a combination of other
approaches when designing their measurement activities. This can be viewed as some of the
agencies and public bodies were adopting strategic-management approach (Kaplan and

Norton 1996(a)) and evidence for performance measurement being embedded as part of
strategic management (Bryson 2004).

Public agencies and public bodies indicated that they do consider the need to address various
user needs when disseminating performance information (McAdam, Hazlett et al. 2005).

Further enquires to examine the main reasons for addressing various user needs and how
they normally handle the tasks of doing so.

There was evidence for active management involvement in shaping measurement activities
to generate information they can use (see Chart 5 & 6) rather than depending on specialist
groups alone to handle performance measurement for their organisations, ‘sidelining

performance measurement’ as observed by Jackson (1993).

Survey results suggested a possible categorisation of public sector performance measurement
systems. A matrix of four categories was developed based on two dimensions; structure of
approach and length of time the system had been in use, see Figure 10. The structure of
Approach consists of ‘structured’ which consists of better known frameworks such as the
Balanced Scorecard, the EFQM, or Activity-based Costing, or a combination of several
structured approaches; whilst ‘unstructured’ approach refers to the use of loosely connected
key performance indicators. Maturity of a system for this study is defined by the length of
time the system has been in use, ‘new’ for less than 5 years and ‘mature’, more than 5 years.
This categorisation is useful as it allows a more systematic investigation into the key

elements of effective performance measurement, in particular inter-systems comparisons.
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4.7 Summary

Findings from this phase of the study provided an overview of and a broad understanding of
performance measurement practices within agencies and public bodies. This finding is
helpful in understanding the approaches in use, the reasons for measuring performance, the
perception of system effectiveness, and the factors influencing the design of performance
measurement approach. With information the study progresses towards an in-depth enquiry

to extend this understanding to tease out the key elements of an effective performance

measurement for agencies and public bodies.

Chapter 5 presents on Phase Il of this study. The chapter discusses the research method

employed, the strategies adopted for data analysis, the findings emerging from data, and

discussions and conclusions on research findings.
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Chapter 5 Phase II In-Depth Enquiry

5.1 Introduction

The intention of this chapter is to present Phase II of this study. The chapter deals with data
collected during interviews, starting with a discussion on the research method employed, the
strategies adopted for data analysis, and the findings induced from data. This is followed by

discussions and conclusions on the research findings and end with a summary.
Findings from this phase of the study have been divided into three sections:

Part A presents the framework which was developed based on the findings derived from
analysing data collected during interviews which was accompanied by brief discussions on
the inter-connections between elements of performance measurement. Although the
framework was presented at the start of findings for Phase 11, its shape only clearly emerged
after many hours of detail analysis of paragraphs of coded data which was supported by a
process of mapping the relationships between nine elements and the relationships between
each element and its axial codes (see Section starting 5.4.4 for details on data analysis). The

presentation of the framework right at the start of Phase II findings was intended to guide
readers navigate through the report.

Part B reviews the nine key elements in greater detail. Each key element was analysed and
the findings were presented in the following structure: ‘Why’(deals with the reasons for its
occurrence);, ‘What’ (deals with issues fundamental to each key element) and How or When
(deals with the type of approaches, practices or actions necessary for the occurrence of each

What). Process flow diagrams were also presented where necessary to illustrate these
relationships.

Part C attempts to compare and contrast between systems with different attributes (size of

organisation, system effectiveness and structure of system) and examine the applicability of
the emerging framework for different categories of system.
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5.2 Objectives and Questions

Research objective for Phase II is reiterated here to navigate the making sense of data
collected from interviews.

Research Objective 2:

a. To gain in-depth understanding of performance measurement practices and to
identify and examine the key elements of effective performance measurement in the
context of British executive agencies and non-departmental public bodies, and

b. To enquire if it is desirable for managers to have some kind of tools for performance
measurement.

Research Objective 2a questions:
i. What works well with performance measurement?
ii. What are the key elements of effective performance measurement?

iii, What are the reasons for the occurrence of each element identified (why)?
iv. What are the issues concerning each element?

v. When do these issues normally occur?

vi. What were the actions taken or approaches adopted to deal with those issues?

The following are the planned activities for Research Objective 2b:

i. To ascertain during the conduct of the interviews whether it is desirable for public
managers to have a tool to inform development and improvement; and

ii, if it is desirable, and having identified those key elements (achieve in Research
Objective 2a), an exploration commences to examine the opportunity for tool

development, which takes this research into Phase III: Tool Development and
Preliminary Testing.

5.3 Profile of Participants

Forty organisations expressed their willingness to participate in Phase II when asked at the
end of Phase I survey. The distribution of respondents according to the types of approach
used, length of time the system had been in use, and the overall effectiveness of the
performance measurement is depicted in Figure 11 on page 85. To ensure a good coverage
of newly established systems through to the mature systems; a good representation of the
types of approaches in use and a variety of levels of system effectiveness, ideally there
should be at least a representative organisation from each cell; however this was limited by

positive responses to the invitation to participate in the follow-up interview. An invitation to
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participate in Phase II was sent to all the 93 survey respondents and a total of 22 acceptances
were received.

Twenty-two organisations participated in Phase II: 6 ENDPBs and 16 EAs. They were made
up of 14 large, 5 medium and 3 small-sized™ (Chart 12). Figure 11 shows the distribution of
respondents categorised according to the four quadrants based on two dimensions: system
maturity" and performance measurement approach. Performance measurement approach is
categorised into structured and unstructured. Structured approach comprises the better
known frameworks such as the Balanced Scorecard, the EFQM, or Activity-based Costing,

etc; whilst unstructured approach refers to the use of a set of loosely connected key

performance indicators.

There was no representation of small organisations for the small new-unstructured, mature

structured and unstructured quadrant. See Figure 11.

Respondents by Size «\

Large, 14,
63%

Medium, 5
23%

Chart 12 Phase 2: Profile of Respondents by Size

10 Size of organisation is defined by the number of fulltime employees (a figure extracted from their 2005

published annual reports and accounts). The three categories of size include small (0-49), medium (50-249) and
large (more than 250 employees).

1 System maturity is defined by the number of years the existing performance measurement approach has been
in use; new (less than 5 years) and mature (more than 5 years).
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5.4 Methods: In-Depth Interviews

This study as a whole was guided by social constructionism epistemological assumptions as
described in Section 3.3.2, page 54. Phase Il was an extension of the facts gathering and
pattern identification of Phase I, where the exploration was more in-depth and aimed at

teasing-out from managers’ experience and in doing so, the study then identified the critical

factors'? for performance measurement.

The following statement reflects the intention of this study and hence interview was

considered as an appropriate and useful method for Phase Il data collection:

The interview is the opportunity for the researcher to probe deeply to uncover new clues,
open up new dimensions of a problem and to secure vivid, accurate inclusive accounts that
are based on personal experience (Burgess 1982, p107).

Phase 11 adopted a phenomenological-postmodern-social constructionism approach to

clarifying the mode of understanding in this qualitative research interview.

Phenomenological approach applies here because the study “attempts to describe in detail

the subject’s consciousness, to grasp the qualitative diversity of their experiences and to

12 “the limited number of arcas in which satisfactory results will ensure successful competitive performance for
the individual, department or organisation. Critical success factors are the few key areas where ‘things must go
right” for the business to flourish and for the manager’s goals to be attained.” Bullen, C. V. and J. F. Rockhart

(1981). A primer on critical success factors, Center for Information System Research, Sloan School of Business,
MIT. Page 7
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explicate their essential meanings” (Kvale 1996, page 53). It was also based on a
postmodern and social constructionism epistemology (social constructionism being a strand
of postmodernism) as this qualitative research interview is a construction site of knowledge
where the interview was conversational (a dialogue on a topic of mutual interest), narrative
(managers describe from their experience the practices that worked) and contextual (where

knowledge obtained within one context is not automatically transferable to the knowledge
within other contexts) (Kvale, ibid page 42-44).

5.4.1 Semi-Structured Questions

The interviews for this study were exploratory in nature and were conducted using semi
structured questions. Semi-structured questions that designed to capture managers’ thoughts,
concerns and expert knowledge on works well with performance measurement initiatives to
uncover key concerns or key issues of performance measurement. Semi-structured questions
were used as they provide a framework to guide the interview but do not impose too much

restriction on the interviewees to describe more freely and extensively from their experience
with performance measurement.

This type of interview was deemed appropriate when questions require a good deal of

thought and when responses need to be explored and clarified (Easterby-Smith, Thorpe et al.
2002).

The interviewer’s first question introduced performance measurement as theme of the
interview,

Interviewer: From you experience, tell me what works well with performance measurement?

The answer to the question took the form of a narrative of the respondent’s experience with

performance measurement. The remaining questions were asking for clarification of

different aspects of the respondent’s experience. This process was guided by a list of
prompts on the broad aspects needed covering during the interviews.

Each interview was scheduled for approximately 60 minutes; hence it was necessary to
prioritise questions so that critical questions were asked within the allocated time. The
design of the interview questions took several reiterations and the interview questions were

put to trial on four mock interviews and three pilots. A copy of the question prompt is
presented as Appendix 3, page 244.
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5.4.2 Reliability and Validity

Qualitative researchers amongst others, Lincoln and Guba (1985), Miles and Huberman
(1994), and Kvale (1996) argue for the need to re-conceptualise generalisability, reliability
and validity in forms appropriate and relevant to interview research. A positivist’s
assumptions about these concepts would disqualify qualitative research findings with
common responses such as (extracted from Kvale, ibid, page 230) ‘The results are not
reliable, they are produced by leading interview questions’; ‘The interview findings cannot
be generalised (in positivist versions where the aim of social science was to produce laws of
human behaviour that could be generalised universally), there are too few interview
subjects’; or ‘The results are not valid, they are only based on subjective interpretations’.
Qualitative researchers urge for the use of different criteria for quality assessment, e.g.
Lincoln and Guba (ibid) discuss the validity of qualitative research findings using concepts
such as trustworthiness, credibility, dependability and confirmability; and Miles and
Huberman (ibid) use the ‘four Rs’ [based on Katz’s (1983)]: representativeness, reactivity,
reliability, and replicability to judge the ‘goodness’ of qualitative research.

Validity is the extent to which it gives the correct answer, the truth (Kirk and Miller 1986,
p19). Kvale (ibid) highlights the textbook theory of truth have been based on positivist
epistemological assumptions where scientific validity is restricted to measurements resulting
in numbers. Applying the same assumption, qualitative research is then invalid. For
qualitative research to lead to valid scientific knowledge, Kvale (ibid) defines, in a broader
concept, ‘validity pertains to the degree that a method investigates what it is intended to
investigate’ (page 238) and ‘depends on the quality of craftsmanship and the credibility of
the researcher during investigation, continually checking, questioning, and theoretically
interpreting the findings’ (page 241). In the same vein, Pervin (1984, page 48) defines

validity as ‘the extent to which our observations indeed reflect the phenomena or variables of
interest to us’.

Maxwell (2005, p105) stresses the fact whilst ‘validity threats are made implausible by
evidence, not methods; methods are only a way of getting evidence that can help you rule out
these threats.’, ‘methods and procedures are nonetheless essential to the process of ruling out
validity threats and increasing credibility to findings’. He advocates for researchers to try to

rule out most validity threats after the research has begun using evidence collected during the
research itself to make those threats implausible.
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Some of the threats to validity of this study are identified, considered and various procedures
and methods have been developed to help reduce these threats as much as possible.

54.2.1 Researcher Bias

Research bias refer to subjectivity on the part of the researcher when she selects data that fit
her existing theory or preconceptions (Miles and Huberman 1994, p264). However,
Maxwell (2005, p108) emphasises that ‘qualitative research is not primarily concerned with
eliminating variance between researchers in the values and expectations they bring to the
study, but with understanding how a particular researcher’s values and expectation influence

the conduct and conclusions of the study and avoiding negative consequences.’

Sampling method and the procedures for interviews have been planned into the research to
control bias. Under no circumstance the researcher makes a selection of interviewees by

preference, or uses a different interview protocol with different interviewees.

A more possible situation for some threats to validity creeping was during data collection-
when interviews were conducted. Data collected from the first few interviews may not be as
comprehensive as the later ones, hence weaker data. Some interviewees are ‘more
informative’- they may be articulate and reflective, and enjoy talking about events and
processes. Interviewing is a skill, one gets better with experience. Interviewing skills also
play an important role in helping to coax interviewees to elaborate their experience and
knowing when to probe into some points made by interviewees. The lack of skills on the
part of the researcher in the earlier conducted interviews were compensated by following up

with emails or telephone calls upon realisation of lack of information.
54.2.2 Reactivity

Reactivity refers to the influence of the researcher on the setting or individual studies. In this
study, this would generally arise during the conduct of interviews. Semi-structured
interview questions were used to guide the conversation rather than leading the interviewees
in their responses. In some cases when the time allocation for the interview ran out, the
researcher had to decide which questions were of priority and dropping some others
(subjective judgement) but making a point to ask permission to do some follow-up
questioning through emails or telephone. This however does not amount to “influencing

what the interviewees say or affects the validity of the inferences the researcher draw from
the interview” (Maxwell 2005, p109).
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5423 Reliability

“Reliability is a matter of stability” (Easterby-Smith, Thorpe et al. 2002, p135). Reliability
pertains to the consistency of the research findings and issues of reliability generally arise
during interviewing, transcribing, and analysing (Kvale 1996, page 235). Methods are
consciously applied to the process of interviewing, transcribing and analysis to reduce threats
to reliability as discussed in the sections to follow.

For this phase of the study, reliability is enhanced by having documentations on data
collection procedures and steps involved in analysing and drawing conclusions from data.

These documentations can guide other researchers to possibly conduct the similar qualitative

research interviews in future or in other contexts.

A list of interview prompts is developed to ensure interviews are conducted consistently,

regardless the respondent, the place or the condition under which the interview was carried
out.

5.4.3 The Data Collection Process

Mock interviews were carried out with colleagues who are actively engaged in performance
measurement research. The experience was useful as it gave the researcher a sense of what
an actual interview would be like, how potential interviewees would respond to the
questions, whether the questions could generate the information required, and also provided
an opportunity to time the interview. As a result of feedback from the mock interviewees

and a reflection of the interview process, further changes were made to the initial set of
interview questions.

Pilot interviews were conducted with three persons responsible for performance
measurement from three different organisations. These were conducted as though they were
the actual interview. The pilot interviews sought to ensure interview questions were
understandable, coherent, and successfully gathering useful information. They also allowed
the chance to practice good management of the entire interview process. Slight changes

were made and the researcher was confident that the questions were ready for the actual
interview process.
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A copy of the interview protocol was emailed to each participant upon confirmation of the
interview appointment. The purpose of the interview protocol was to provide participants
with a briefing about the interview process and to expressly seek their consent for the use of

verbatim quotes in reports and publications. A copy of this is presented as Appendix 2, page
243.

Contents of the interview protocol comprise of:

1 A brief introduction to the research and the purpose of the interview.
Interviewees were also prompted to think about the phases of performance
measurement system development with reference to the four stages (system
development lifecycle model).

2 Confidentiality issues were one of high priority in the protocol. Participants

were assured of anonymity and informed about the restrictions of data access.

Permission was requested for tape-recording of the conversation and also for the

use of interview materials to be used to illustrate findings in a PhD dissertation

and other published materials.

The profile of the interviewer with a photograph along with contact information

such as mailing address, email, telephone numbers and the Department website
address.

Actual interviews were conducted in offices of participants at the dates and times as per their
requests. All interviews were voice recorded with prior permission granted. Recorded
interviews were transcribed into text. Hardcopy of transcripts can be useful reference for
analysis and textual format interviews can also be easily imported into data

management/analysis software, namely QSR NVivo (a qualitative data management

software). Each interview text is saved as project documents.

The analysis process is presented step by step in Figure 13, Although it seemed linear, it
could be better described as more of iterative cycles of going back and forth to ensure the
emerging themes were grounded in the original data.
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5.4.4 Analysis: Which Specific Method?

544.1 Thematic Analysis

The method of analysis chosen for this study was thematic analysis which involved a data-
driven inductive approach.

Data reduction (Miles and Huberman 1994, p12) entailed an iterative coding process of
recognising or sensing an ‘occurrence’ (seeing) an important moment and encoding (seeing

it as something') in preparation for the process of interpretation (Boyatzis 1998,p5).

The data analysis process for this study followed a step by step procedure informed by
Boyatzis’ Thematic Analysis (1998, p33) and by Strauss and Corbin’s (1998) open and axial

coding. Thematic analysis involves two main stages: deciding on sampling and design
issues and developing themes and codes.

Initially it was planned to develop thematic code based on literature (theory driven). To
achieve this, an interview protocol was sent to all 22 participating organisations. The
protocol was designed to introduce the main objectives of the study; highlight the intention
of the interview- prompting the exploration of key elements for designing, implementing,

using and updating or reviewing a performance measurement system; and to reassure
participants’ of confidentiality.

Interestingly, not one interviewee talked about performance measurement issues based on

the four phases of development as indicated in the protocol that was sent to them.

At the initial stage, attempts were made to code paragraphs from transcripts into ‘a-priori’
codes. The ‘a-priori’ codes were structured based on the four phases of development as
discussed in the interview protocol. Figure 12 shows the ‘a-priori’ codes for DESIGN as

part of the whole document. The full document on ‘a-priori’ codes is presented as Appendix
4, page 245.

13 ‘Seeing as’ provides us with a link between a new or emergent pattern and any and all patterns that we have
observed and considered previously. It also provides a link to any and all patterns that others have observed and

considered previously through reading (p4). (Boyatzis, R. E. (1998). Transforming qualitative information:
Thematic Analysis and code development. CA, Sage Publications.

1 Neely, A., H. Richards, et al. (1997). "Designing performance measures: a structured approach.” International
Journal of Operations & Production Management 17(11): 1131-1144,

N



DESIGN

DES REA

DES REA INV

DES-OWN

DES DEF

DES BP

Name & Description

DESIGN: refers to the stage (or process)of understanding

what should be measured and defining how it should be
measured

There are 2 key sub categories:

Reason for measuring,

Define measures

REAson for measuring: captures issues on the reasons for
measuring and what needs to be measured.

There is 2 key sub categories:

Who is involved in deciding the reasons for measuring and
What needs measuring?

Who is INVolved: captures issues on who should be involved

in deciding the reasons for measuring and what needs
measuring.

OWN the measure: captures issues on who acts on measure

once data become available & what they do with this
knowledge?

DEFINE: captures issues on defining how measures should be
measured; where to get data, who to collect, how often to
collect and how often to review data; and who owns the data
(act on measure upon data become available

Best Practice-captures best practices for designing measures

Notes

Figure 12 Data Analysis: Codes for DESIGN

5442 A Change of Strategy

It was becoming clearer as transcripts were read and re-read that those data do not fall neatly

into those codes, instead an altogether different pattern emerged. From this point forth, the

strategy for coding of data changed from developing thematic code based on literature to one

that is based inductively from raw data (data driven). Figure 13 shows the steps involved in
the development of themes and codes for data analysis.
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Developing themes and codes

Step 1: Reducing raw data and developing Initial themes: Open Coding

Read through each transcribed text.

Prepare snapshot descriptions for each by taking notes and summarising what
makes performance measurement work well; the whys and hows,
Use a template to summarise and identify key issues/ themes

Step 2: Creating codes: Axial Coding

Explore each key theme to develop a cascading level of codes.
Prepare definition for each key theme.

Step 3: Perform cross-sectional indexing on the whole data set.
Apply codes developed in Step 2 to all documents.

Step 4: Determining reliability & consistency of judgement of the coder

Conduct inter-coder reliability.
Iron out differences arising from this exercise.

Step 5: Comparing themes across sub-samples

Inter-organisation comparisons using data display matrix.

Step 6: Develop conceptual framework based on emerging themes

Use visual representation to illustrate the interconnections between themes.

Step 7: Determining the reliability or consistency of judgement of the coder
Conduct inter-coder reliability.

Figure 13 Data Driven Induction Approach to the Development of Themes
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54.43 Data Reduction

Step 1: Open Coding

Step 1 involved reducing raw information and developing initial themes through a process

known as open coding's.

It was found to be helpful to prepare a snapshot description for each of the 22 participating
organisations. A snapshot was essentially a summary of each of the interview transcript
(written text of recorded interviews). The snapshot was useful in allowing a more systematic
overview of the whole data set giving a clear idea of their coverage and scope. The process
of preparing the snapshot which involved reading and reading the transcripts in it entirety
gave the researcher an opportunity to gain a broad idea of the performance measurement
story for each organisation. This open coding was done by reading, studying, and
understanding the transcripts, and listening to recordings of the interview; identifying the
concerns/issue associated with performance measurement expressed by interviewees; and
identifying the events, activities or conditions that seem to be associated with each
concern/issues identified, a process very similar to Stake’s (1995) ‘bringing together
instances until something can be said about them as a group’. This exercise helped reduced
raw data into a shortened ‘outline’ form, for easier comparisons across units of analysis-
individuals from different organisations. Every transcript was summarised and paraphrased
following the same layout. Examples of 3 snapshot descriptions are presented on page
starting 93. They are examples of three different organisations with different attributes in
terms of the type of performance measurement in use, the length of time such an approach
been in use, and the level of perceived effectiveness of the approach in question. The

snapshots for the 22 participants are presented in Appendix 6, page 247.

15 «_during open coding, data are broken into discreet parts, closely examined, and compared for similarities and
differences. Events, happenings, objects, and actions and interactions that are found to be conceptually similar
in nature or related in meaning are grouped under more abstract concepts termed as categories ™ Strauss, A. L.

and J. M. Corbin (1998). Basics of Qualitative Research; Techniques and Procedures for Developing Grounded
Theory London, Sage Publications, Page 102,
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Snapshot : 1

Leve! of effectiveness: Limited
Approach: KPIs ; NEW

What works well?
»  Demonstrate how are we matching the expectations of the government

Summary of transcript
1. Design of measures
2. Transform performance measurement to be more customer focus.
3

Achieve staff buy-in and commitment towards measuring performance towards achieving
aims,

Change views about the information we gather.

4
5. Use performance information to improve performance rather than to penalise failures.
6. Link aims through plans and what we are doing.

Snapshot : 2

Level of effectiveness: Adequate
Approach: EFQM & BSC; MATURE

What works well:

»  Demonstrate we add value to the process (delivery of services)

s Taking a balanced view about all strategic directions and the basis of its capability rather
than just about target setting

s Work towards performance improvements

Summary of transcript
Understand what the organisation is here to do

Work towards a quality model (performance measurement) rather than just a bean counting
model.

Build a mindset and culture to want to improve.

Measure core business on an incremental scale rather than measuring peripheral businesses.
Make every report an ‘impact’ document,

Use a structured framework such as the EFQM to structured key processes for each strategy;
to create the link between key processes and strategy- achieved by writing local business
plans

Link individual area scorecards to the main strategic scorecard (organisational level)

Report performance for each area- prepare scorecard for each area; summary of directions
people are working towards; describe what people learn from operations and targeting;

identify the drivers of performance; and appoint a person to interpret the values for the
organisation over time,

N
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Snapshot: 3

Level of effectiveness: Good
Approach: KPIs; MATURE
What works well:

»  Focused on “as a result of spending, what are the outcomes?” rather than ‘what did you spend
on and how much’?

Summary of transcript
1. Use an integrated framework —a structured framework for understanding how do you do the
evaluation to get to the outcomes and impacts.
Set up internal audit.
Subject to external independent audit by the NAO.
Commission external consultants to undertake the evaluation of major projects.
Prepare reports for internal management rather than just meant for external reporting.
Directors are encourage to do self assessment on performance.
Review measures to reflect what information is required to evaluate outcomes.

Design SMART measures that are attributable to the outcomes of activities that were carried
out rather than just having KPIS on processes.

PN WD

Table 9 on page 97 lists the elements of effective performance measurement as described by
public managers across all snapshots which was the result of the initial stage of ‘seeing’ or
open coding process, developing initial themes. Each transcript was re-read to check if there

are any more ‘seeing’ moments, adding new items to the snapshot when necessary.

After exhausted all ‘seeing’ moments, snapshots were re-read, and based on more in-depth
understanding, purposes were then clustered, re-worded and summarised using more
succinct terms to reflect the activity. This approach is similar to what Kavle (1996, page
192) termed as ‘meaning condensation’, a process which entails an abridgement of the
meanings expressed by the interviewees into shorter formulations, and long sentences are
compressed into brief statements in which the main sense of what is said is rephrased in a
few word. See, for example, some concepts coded for monitoring performance as tabulated
in Table 10 on page 98; resulting a list of key themes as tabulated in Table 14 on page 107.
Descriptions for each key theme were developed (Appendix 5, page 233) to help ensure
consistent application by the researcher over different transcripts and over time. A theme is
defined as “a pattern in the information that at minimum describes and organises the possible

observations and at maximum interprets aspects of the phenomenon” Boyatzis (1998, p161).
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List of ‘what works well’ compiled from snapshots of interview transcripts

Use PM to guide working towards improvement.

Measure performance for improvement and change for the better, continuous
improvement i.e. more customer focus

Measure key things to identify areas for improvement.

Observing and recording the progress toward the impact that you want to have.

Use performance measurement to reflect achievements of what we said we want to
achieve in the business plan.

Good monitoring system to provide assurance to BOD that we are doing what we
wanted to do

Performance regime. is placed to assess how we are doing against what we are
seeking to achieve with an increased recognition of organisational learning.

Demonstrate organisation success and improve our reputation from a failing
organisation to a successful one; Perform successfully as an organisation.

Reflect what the agency does.

Demonstrate improved performance to maintain existence of this organisation.
Keep stakeholders satisfied.

To be able to say we have accomplished the actions leading to the outcomes we
aimed to achieve.

Demonstrate success: we deliver benefits and cost effectiveness as an organisation

Agency’s performance is based on achievements of key targets, verifiable
performance rather than stories of claiming to have achieved targets.

Know we are achieving what we said we were going to achieve.

Monitor performance towards achieving targets; working towards improvements.

Inform your progress towards the objectives you want to achieve.

Understand the big picture of organisational performance.

Tell the story about the organisation and demonstrate we are cost effective as an
organisation and our achievements in making a difference to consumers.

Increase understanding of what is happening in the organisation to help people
understand how the performance measurement system can help in relating their
everyday work to the bigger picture of performance.

Allow us to communicate our success.

Focused on ‘as a result of spending, what are the outcomes?’ rather than ‘what did
you spend on and how much’?

Link aims through plans and what we are doing

Measure what we do for improvements rather than measuring for funding purposes.

Demonstrate how are we matching the expectations of the government

Monitor performance against ministerial targets

Use performance information to help directors make decisions on resource planning
Demonstrate successes

Provide a broader picture of what we do
Reflect the mount of work done behind the scene.
Demonstrate we add value to the process (delivery of services)

Taking a balanced view about all strategic direction and the basis of its capability
rather than just about target setting.

Table 9 What Works Well with Performance Measurement.
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The creation of key themes facilitated a more systematic analysis to explain the
phenomenon.  For example, on the examination of the Key Theme: Measuring and
Monitoring Activities, questions can be asked, such as: What is it? Why is this necessary for
performance measurement? What activities or conditions enabled the occurrence of this Key
Theme? This information informed the identification and a more in-depth understanding of

key elements of effective performance measurement.

»ﬂlﬂ

ministerial targets

Table 10 Measuring and Monitoring Activities

Step 2: Creating Codes: Axial Coding

The next step is axial coding’® which involves coding sections of data that relate to a
particular key theme, to form more detailed and complete explanations. This coding
procedure was guided by asking questions: why, what, when and how, and subsequently,
providing a structure for reporting the findings from this study. For each key theme, an
exploration of the following was conducted: the WHYs- the drivers for the theme; the

WHATSs-issues fundamental to each key theme; and the HOWs & WHENSs- the actions
necessary for the occurrence of the key theme.

16 Axial coding is a process of relating categories to their sub-categories. The term ‘axial’ because coding
occurs around the axis of category linking categories at the level of properties and dimension. In axial coding,

categories are related to their sub-categories to form more precise and complete explanations about phenomena.
Ibid. page 123-4,

98



Key element emerging from open coding forming the conceptual framework-
Key theme 1: Set organisational goals and objectives.

(presenting only part of the coding)
Subcode 1: WHY or Drivers
For example:
e Measure and monitor activities
Subcode 3: WHAT issues
For example:
o Key Business Objectives
Subcode 2: HOW or WHEN
For example:

e Identify Stakeholder Groups
Figure 14 Key Theme 1: Axial Coding

Figure 14 illustrates part of the outputs of axial coding, i.e. the subcodes for a key theme, Set
Organisational Goals and Objectives.

Key theme: Set organisational goals and objectives
Sub-code 1: explains the WHY's or the drivers
Sub-code 2: explains the WHATSs

Sub-code 3:

explains the HOWs and/or the WHEN:S;

Step 3: Perform cross-sectional indexing on the whole data set

Characteristics of each organisation were entered (in NVivo) as attributes, which includes,
executive agencies or non-departmental public bodies, size of organisation, types of

performance measurement approach used and length of time system been in use.

Key themes were entered (in NVivo) as parent-nodes, and cascading levels were entered as
child-nodes. Using these emerging key themes (Table 14), cross-sectional indexing/coding
(see Mason 2002, p150) was performed on all documents, Texts were coded by matching
the codes with chunks of data selected as representative of the node. The software,
NVivo'.allows retrieval of data organised according to each node (whether parent or child
node) and word search. Using the Node Explorer function, reports for the number of
occurrence (Table 14) and the chunks of texts coded for each key theme were produced.

Figure 15 shows some examples of coded paragraph of texts for a specific key theme.

¥ For a more detailed description and examples on using NVivo to support qualitative data analysis, please refer
Gibbs, 2002, Qualitative Data Analysis: Explorations with NVivo.
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Paragraphs of text ( from different transcripts)
Theme: Demonstrate Success
Subcode: Drivers (WHYs)

We regularly report to our Board a whole range of key performance indicators (KPIs) and that
information goes to our Sponsor, that is an effective method of providing that info for ODPM and
others who are primary interested in how well we are performing because we are spending money.

...we need performance data to be able to demonstrate the benefits of change have been realised.

One (the role of performance measurement) is the increase of our reputation, I think 2 years ago we
were seen to be a failing organisation, and now some people are thinking we are not failing any more.

Figure 15 Key Theme: Coded Text
Step 4: Determining the reliability or consistency of judgement of coder

Reliability refers to the degree of consistency with which instances are assigned to the
same category by different observers or by the same abserver on different occasions.

(Hammersley 1992, p67)
Themes were developed based on both literal and interpretative readings. Themes based on
literal readings consisted of words extracted from data, and codes produced interpretively
were based on understanding of what the data infer and imply rather than just what was
present literally in the text. Coding solely from literal reading is not 100% possible (as noted
by many authors, for example Mason 2002) because interviewees used different words/terms
to describe something similar, some used more words than others to arrive at something, and
some used jargon while others did not. When reading interpretively, the researcher must
keep in mind what each code intended to represent so that they are applied consistently.
Because themes generated from the data were largely based on interpretative readings, it was

essential that these themes are used consistently applied across the whole set of data and in a
standardised way to demonstrate reliability.

Two research colleagues were invited to apply the key themes on the same document

independently. Inter-rater reliability was calculated to determine the degree of consistency

of the researcher’s judgements. These coded notes were then compared to highlight

incidences of agreement and disagreements. Agreements between coders refer to instances
where the same code was applied to the same section of text while disagreements amongst

coders were instances where at least 1 coder attached different codes to the same section of
text.
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Total numbers of agreements

Intercoder reliability =

Total number of agreements + Total number of disagreements

Inconsistencies need to be ironed-out, may lead to some re-wording key themes and/or its

definitions to enhance clarity.

These coded notes were then compared to identify and analyse incidences of agreements and
disagreements. Agreements between coders are shown in Table 11; while disagreements

amongst coders can be found in Table 12. The total number of agreements and

disagreements were then used to calculate inter-coder reliability using the following formula
(Miles and Huberman 1994, p64):

Number of coding agreements

Researcher Coder 1 Coder 2

Researcher 40 38

Table 11 Coding Agreements

Number of coding disagreements

Researcher Coder 1 Coder 2

Researcher

16 22

Table 12 Coding Disagreements

Intercoder Reliability

Coder 1 Coder 2

Researcher 70% 63%

Table 13 Inter-coder Reliability

An initial (aggregate) inter-coder reliability of 63% or 70% can be judged to be adequate as

it is unusual to get a score higher than 70% the first time reliability is calculated (Miles and
Huberman 1994).

The main objective of this exercise was to understand the reasons for differences in coding
amongst coders and to learn from these differences to improve the reliability of the codes. In

this research it was found that these differences were mainly due to:

a. Omissions —when a coder misses the opportunity to apply an appropriate code to a

relevant portion of text;
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b. Differences in interpretation of code definitions by different coders; and

¢. Suggestions for the inclusion of some additional codes which were deemed relevant
by coders.

Key learning points achieved from this exercise include:

the identification and the re-defining of some codes to improve clarity;

= a recognition that the list of codes may be incomplete and imperfect; more issues

may emerge from data for which additional codes are needed; and

a recognition that the phrases being used to describe some key themes may not
reflect the real meaning and re-phrasing was necessary to improve clarity.

After three weeks from the initial inter-coder exercise, the same transcribed text was recoded
by the researcher and reliability measurement was calculated to be 73%, which means that
the researcher would apply the same code to the same text 73% of the time; an adequate

level of internal consistency (Miles and Huberman 1994 suggest a benchmark of 80%).

Step 5: Comparing themes across sub-samples

This exercise was to explore similarities or differences that may occur within sub-samples
denoted by their attributes. Differentiations on each sample in relation to the themes were
analysed comparatively using data display matrices.

Comparative analysis was conducted for each key element of performance measurement

against each of the following organisational attributes:

Size of organisation: small, medium, or large;

Executive agencies or Non-Departmental Public Bodies;
Structured or unstructured approach

New or Mature system;

Level of perceived effectiveness: limited, adequate, good or excellent.

Step 6: Develop conceptual framework based on emerging themes

Mapping Process

The coding exercise, which entails iterative readings and reflexive thinking, brought about
in-depth understanding of the data. Relationships between key themes were now starting to

develop. Causal maps were used to depict and explore these relationships between key
themes.
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A high-level map was created for each project document (interview transcript) showing only
the key themes without sub-codes. The objective was to derive the performance
measurement framework relative to each organisation. At the end of this process, the

creation of a map for each of the 22 participating organisations, an overview framework for
the study was developed.

Two verbs were used as narrative on arrows to explain the inter-connection between key
themes; these include: enable and inform. Figure 16 is a diagrammatic representation of the
emerging framework. The three main inter-connections between key themes can be read are
as follows as illustrated in Figure 16:

» Arrow with the narrative ‘enable’: the key theme at the beginning of the arrow
indicates ‘enabling’ the occurrence of the key theme at the end of the arrow: A
enables B; e.g. B enables C, and C enables A; and

Arrow with the narrative ‘informs’: the key theme at the beginning of the arrow

indicates ‘informing’ the occurrence of the key theme at the end of the arrow; e.g. C
informs B, and B informs A.

Caaty,
Key theme C
ng;
017?2\
%: Key theme B
8 ‘o& /
A
/ $°
2
Key theme A e

Figure 16 Mapping: Use of Arrows

Step 7: Determining the reliability or consistency of judgement of coder

As a final stage, the reliability or consistency of judgement of coder was determined. This
exercise was to assess the degree of consistency of the researcher’s judgements on the
interpretation of interconnections unravelled from data. The same research colleagues, who
were involved in Step 4, were asked to independently develop visual representations
illustrating the network of interconnections between key themes for the same document they

earlier coded. Member colleagues played the role of a ‘devil’s advocate’, asked questions to
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check the researcher’s biases, to clarify any unintentional or unconscious interpretations, and
to confirn the findings. Discussions with member colleagues helped to iron out

inconsistencies. Several amendments were made on the interconnections based on

discussions and feedback.

It can be argued that member colleagues may not be the best judges to confirm findings.
This situation can be ameliorated by presenting researcher’s interpretation at conferences for
further feedback from an audience who are knowledgeable and have interests in the field.
Findings for this phase were presented at the OR 49 Conference, 4-7 June 2007 in
Edinburgh. The presentation generated interests among researchers and members working in
British public sector in attendance. The emerging framework was well received by a
representative from the Prime Minister’s Delivery Unit, Cabinet Office; indicating that the
framework could possibly be applied at Department level within the central government.
Questions raised were mainly asking for clarification of the presentation and there was no
obvious objection raised on the framework presented.

Also, for this study, the interpretations from this phase would be used to develop a
guidebook and a self-assessment checklist, which would be tested with various organisations
giving more opportunities to further refine those interpretations.

54.5 Summary

This section presented the methodology and process of analysis designed to gather
information to achieve the aims of Phase II. Evidence drawn from the process of thematic
analysis based on axial coding, for every key theme- asking why, how, when and what; has

informed the exploration and identification of key elements of performance measurement.

Although the analysis for this phase has adopted two out of three sets of coding procedures
for Grounded Theory (Strauss and Corbin 1998), namely open and axial coding, the study
did not set out to subscribe to a Grounded Theory methodology. This research started off
with some level of preconception of performance measurement as a phenomenon based on a
review of the literature rather than engaging in the research without any knowledge of the
subject as Grounded Theory methodology would require. The strategy of using an approach
similar to that of axial coding was to explore the phenomenon under study to obtain a greater
depth of understanding for each theme that has been developed following the analysis of:

why events happened the way they did, what were the main issues associated with each
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event? What approach(es) was/were use taken to deal with each event? And when did such

actions or events routinely occur?

Findings revealed the key elements of performance measurement and described the inter-
connections between these key themes from which a framework emerged. This emerging
framework grounded on data was helpful in understanding performance measurement within
the context of British agencies and public bodies. Each key theme was further explored to
examine and identify the why, how, what, and when. Information gathered from Phase II
was used to explore the possibility of tool development. At this juncture the study
progressed to Phase I11: Tool Development and Preliminary Testing.

The emerging performance measurement practice framework was presented at a conference
and generated interests amongst researchers and particularly with a representative from

Cabinet Office. There is obviously opportunity for further research extending from this
framework.

The preceding section reports on Phase I findings of which is dealt with in three parts, i.e.
Part A: Emerging Key Elements-An Overview; Part B: Key Elements in Detail; and Part C:
Inter-Systems Comparisons. The chapter ends with the section on Discussions and

Conclusions where the implications of these findings on the wider literature are presented.

105



5.5 Phase II: Findings

Phase II findings were dealt with in three parts. Part A: Emerging Key Elements — An
Overview; Part B: Key Elements in Detail; and Part C: Inter-System Comparisons.

Arguments stated in these findings chapters were developed based on analysing data
collected during interviews. Selections of quotations which were typical or a particularly
articulate expression of a point from interviews were presented as evidence for theory
building or to help illustrate key points, giving explanations more immediacy and keeping
them grounded (Mason 2002, p183-6). Initials were used as a reference for quotes to
maintain the anonymity of respondents. In-depth exploration gave insights and explained the
inter-connections between each key theme which form a framework for performance
measurement practice, a process very similar to inductive reasoning associated with
‘grounded theorizing’ (Glaser and Strauss,1967).

5.6 Part A: Emerging Framework: An Overview

Part A aims to present the framework for performance measurement emerging from this
study. The discussions in Part A attempt to present the framework and demonstrate how

each of the nine key elements which form the emerging framework interfaces with one
another.

5.6.1 Why these Nine Key Elements?

The nine key elements were generated inductively from the analysis of data collected during
the interviews. The meanings and the main sense of what was expressed by interviewees
were compressed into shorter statements (open coding and meaning condensation) of which
was finalised as key themes to guide and structure further exploration (axial coding) to tease-
out more details and complete explanations for each. The process involved for dealing with
this was presented in Section 5.4.4.3, page 94. The output of this process was a list of nine

key themes as presented in Table 14, For the framework, these key themes were known as
key elements.
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5.6.2 A Revision to the Initial Framework

The initial version of this emerging framework consisted of ten instead of nine key elements.
This version comprising of ten key element, labelled as Version 1 (for reference purpose),
was used to structure the prototype PMPET in Phase III. The tool development (Phase I1I)
and the structuring of Phase II findings reporting took place concurrently, and there were
periods where the priority was to finalise the prototype tool for preliminary testing. The tool
development was presented and discussed at length in Chapter 6 on page 200, and a copy of
the tool is appended as Appendix 17, page 258. Upon writing and finalising the reporting of
findings of Phase 11, it was then concluded that the key element ‘Internal Communication” is
a means (a HOW) to enable Key Element 7 ‘Influence Performance Behaviour’. These two
key elements were then merged to become Key Element 6 ‘Influence Performance
Behaviour’. This process has reduced the key elements from ten to nine. Hence the
reporting of Phase Il findings is based on the framework with nine key elements as

illustrated in Figure 17, page 113.

Key Elements of Performance Measurement

Count of occurrence

1. Set Goals & Objectives 22
2. Measure and Monitor Activities 22
3. Review Performance and Make Decisions 22
4, Manage and Evaluate Projects 3

5. Prepare Evidence of Performance 22
6. Influence Performance Behaviour 21
7. Drive Improvement %)
8. Demonstrate Success (External Reporting) 22
9. Negotiate Target Plans and Funding 21

Table 14 Key Elements of Performance Measurement

The preceding sections discuss the definition of effective performance measurement, present
the reasons for measuring performance as revealed by interviewees, explain the framework

and finally describe the inter-connections between elements.
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5.6.3 Whatis Effective Performance Measurement?

Public managers use results from measuring and monitoring activities to make management
decisions.

“Adoption of performance measurement is the creation and reporting of output, outcome and
efficiency measures. Implementation of performance measurement occurs when public
manager officials analyse and interpret performance results in order to improve the

efficiency and effectiveness of delivery, which is commonly referred to as performance
management.” (Rivenbark and Kelly 2000)

Hence, a performance measurement is deemed effective when the system could deliver what
public managers intended for it to achieve. The findings revealed a framework formed by an

iterative cycle of nine elements that are key to performance measurement practice.

5.64 Why Measure Performance?

Every organisation surveyed in Phase I of this study has indicated they have some kind of
performance measurement in place.

All 22 organisations that were examined indicated that measuring and monitoring activities

provides them the opportunity to evaluate service delivery and outcomes with an aim for

improvement. Below are some extracts from interview data:

*There is increasing recognition that this (performance measurement) is about
organisational learning and development. People are looking at their results and say what

does this tell us; what can we learn from this?; and what actions are we going to take as a
result to improve our performance?”J

*The key factors for what we want out of the system (performance measurement system)
would be: improved customer satisfaction and improved efficiency.” N

*Basically, (performance measurement helps) to see how we are performing and to make

sure we are making targets, corporate planning, and ultimately looking into how we can
improve year-on-year R,
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5.6.5 Framework of Performance Measurement Practice

This section of Part A deals with presenting an overview of the framework and provides a
brief description of each of the nine key elements and demonstrating the establishment of
links between key elements. These descriptions are ‘brief’ as the more comprehensive
discussions were dealt with in Part B. Evidence (in addition to the insertions found in this

section) for the links are presented in Appendix 7, page 248.

The participating managers described from their experience, the processes or approaches that
were helpful in making performance measurement effective, and the outputs of performance
measurement which they perceived as helpful in enabling management tasks. These
descriptions and details were analysed, clustered, summarised and re-worded using more
succinct terms. Each cluster/key theme was labelled as key element for discussion purposes

in this dissertation. Each key element was thoroughly examined and the inter-connections
between key elements were established.

The performance measurement practice framework is depicted in Figure 17 on page 113
shows an iterative cycle formed by the nine inter-connected key elements. Each key element
is identified with a number for referencing to guide readers. Arrows were used in this
diagram to indicate the directions of interconnection and a narrative was placed on the
arrows to describe the linkages between two elements. For example: setting goals and
objectives (KE1) enables design and implementation of measuring and monitoring activities

(KE2). Measuring and monitoring activities (KE2) provide performance data which enables
the preparation of performance evidence (KE4).

The iterative cycle starts with (1) setting of organisational goals and objectives and the
identification of key business areas for measuring and monitoring. The identification of key
business areas enables the design of (2) measuring and monitoring of activities to gather
performance data for the (3) preparation of evidence of performance and (4) management
and evaluation of projects. The availability of this evidence, which is normally in the form
of different types of reports, enables (5) a process of performance review and decision-
making. This review highlights performance issues which managers can strategically use to
(6) influence performance behaviour to (7) drive improvement, and also help pull together
performance information for (8) external reporting and the demonstration of successes.
Through the demonstration of successes, organisations would be in a better position to (9)

negotiate for target plans and funding. New target plans, budget plans or policy changes
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would almost always require some revision to existing set of goals and objectives (1) and so

the cycle re-commences.

Note: As a reference, persons with responsibility for performance measurement are referred
to, in this dissertation, as managers. They may or may not be part of the senior management

team. They may or may not be involved in decision making, but many of them in this case,

were involved in decision making for the organisation.

This framework highlights the relevance performance information for public administration
activities. The links between the elements in the framework communicate how measuring
and monitoring activities are welded with other management processes to form a coherent
effective practice. This framework highlights the potentials of measuring and monitoring
activities. There are options or levels of flexibility in terms of what public managers wish to
achieve with performance measurement information based on what fits them. Whilst ideally
it is best to attempt to achieve all that could be done with performance information, different
organisations at different phases of time, may be ready to do different things and what fits
their purpose at that particular point of time. This is because what is deemed as ‘effective’ is

relative to the results that system was devised to achieve. Managers may ask explicitly:

» What do we intend to achieve with performance measurement?
What is the purpose of performance measurement?

o Do we intend to use performance information to influence performance
behaviour?

o Do we intend to use performance information to drive improvement?

o Do we intend to use performance information solely for external reporting?
These answers could inform the generation of relevant performance information and these
questions may be revisited after an interval of time, potentially when the organisation’s

directions with performance measurement may have changed (externally or internally
driven).

This framework covers the traditional roles of performance measurement and relates them to
the roles of public administration. Central to performance measurement practice is KES
Review Performance and Make Decisions (illustrated in Figure 17, page 113: KES5 being the
‘busiest’ concept in the framework where it has the most arrows in and arrows out). The
core to effective practice is the purpose and relevance of performance measurement. Based
on the findings, there were several routes public managers could take with performance

measurement. E.g. agencies and public bodies measure and monitor performance to enable
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performance review and decision making (KES). Decisions on the use of performance

information may focus on either:

i. external reporting purposes which enable the proposal of and the negotiation for
targets and budgets (KE9);

ii. to drive improvement (KE7), to enable the demonstration of success (KES), to justify

to existence of the agency and to enable the proposal of and the negotiation for targets
and budgets (KE9); or

iii. to influence performance behaviour, i.e. motivate and stimulate productivity (KE6) to
drive improvement (KE7) with a view to demonstrate success (KEB) to justify the

existence of the agency and to enable the proposal of and the negotiation for targets
and budgets (KE9).

The framework attempts to convince public administration to direct their attention towards
strategic management with an emphasis on the relevance of performance information for
learning and improvement as well as for public accountability rather than having external

reporting as a primary concern for performance measuring and monitoring,

It could also be concluded from the findings that performance measurement forms an
important aspect of information system which enables the efficient and effective functioning
of a performance management system for agencies and public bodies.

5.6.6 Links between Key Elements

The following sections aim to describe the links between elements, Extracts of data

collected during interviews (in italics) are inserted to provide evidence to demonstrate the
relationship between elements.

5.6.6.1 KE! Enables KE2

Setting Organisational Goals and Objectives (KE1) enables Measuring and Monitoring of
Activities (KE2)

The first key element of performance measurement is the initial agreement between key
decision makers on the goals and objectives for the organisation. With a better
understanding of what the organisation is meant to achieve (KE1) and how it will be

assessed, measuring and monitoring activities (KE2) are designed and implemented.
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"It is incredibly important that we know why we are here and what we are seeking to

achieve, then we are put in a measurement regime to assess how we doing against those
objectives™ U,

"You'l need to know what you are measuring and why, what are organisational strategies,

what we are trying to achieve, start to measure what the key things are. Understanding
what our main business is, and then measuring how we are doing,..."GG.

"Why does our organisation exist? Qur framework document sets out 5 key aims that sit

above everything, if we are to deliver on these aims what activities do we need to engage
in, and then it comes down to how do we measure it?" P.

"l think what works well is, it all start with an end point, why is the government giving us
money? By setting out in our funding agreement we identify the priorities and the main
measurement we are going to be measured against. Once that has been established, all

our internal units and we use the past data we can actually establish a framework of
measurement that mirrors our relationship with government.” B,

5.6.6.2 KE2 Enables KE3

Measuring and Monitoring Activities (KE2) Enables the Preparation of Performance
Evidence (KE3)

Effective measurement and monitoring activities provide performance data for the

preparation of reports to support management decisions and for public accountability
and transparency purposes.

"We have measures to capture all the activities of all the different departments across the
museum and report against those. These reports get to various people. | also work on the
governance of the museurm; | put together a report to our trustees, our finance committee,
to make sure that we do what we are supposed to be doing.” |,

“...having monitoring system , we are very clear that we need to provide assurance on what
we are doing, we are very clear that we need people to deliver what is said here, the
bounds that we want to strike is one that doesnt detract from the delivery, and the
likelihood to, within a framework with clear expectations and quidelines what we have to do
and what not, and focus on delivering it with an appropriate and minimum resources. There
are people checking on what we are doing, they need to report and explain to these people.
People need to know what is going on, and there are lots of checking and monitoring going
on. In terms of a collective whole, this is what the organisation is doing as a whole at the

moment. We think the process of that have 3 exception reports and a detailed report in a
Jyear is sufficient.” T.

“.out of that (monitoring of performance/targets) comes the information that you need to

demonstrate that you're doing the job effectively and to highlight when improvements may
be needed.” MM.

"When you are a public body you are ultimately accountable, you have to be transparent
and be able to justify what you have spent public money on and what you have been
achieving. The past 4 years, we didnt have quarterly reports. Previously we told stories
about what we did not necessarily do.. We changed that, we now have performance data

to produce this (referring to the quarterly report on their intranet) every quarter that is
provided to Board to assess our progress.” |,
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5.6.6.3

KE2 Enables KE4

Measuring and Monitoring of Performance (KE2) enables Project Management &
Evaluation (KE4)

An effective measurement and monitoring activity (KE2) provides relevant and useful

information for project impact assessments (KE4).

Project evaluation is essential for

tracking the extent to which the project was implemented as intended and to interpret
measured outcomes.

5.6.6.4

"We measure and monitor projects to track projects outputs that we thought they would do
in order to contribute towards our strategic intent, on what basis are we getting better, on a
continuous basis, regular continuous performance improvement against our set of
objectives rather than saying we'll think once a year and we'll do for a whole year, we'l stop

and think again. Requilar reviews of performance within a strategic context instead of fixed
annual basis.”J,

KE3 Informs KE2

Preparation of Performance Evidence (KE3) Informs Measuring and Monitoring Activities

(KE2)

Feedback from users on issues such as sufficiency of information: completeness or

comprehensiveness; and ease of retrieval and ease of understanding inform the design and
selection of measures (KE2).

"This report started, developed and evolved by asking directors “what worries you on a
Sunday evening, what keeps you awake" identify things we need lo track on their behalf,
we started it 2 years ago. It's a really data rich report, and we worked really hard to get the
data in. Again it's not structured to reflect our functional performance, we worry about
monitoring and protecting the environment, our customer service, our financial system and
information system, staff issues and managing big projects.” M.

"We (performance measurement team) will suggest to them (directors), “we think you
should report this, we try to get the source of it and report it.” My boss also sits in every
meeting gives us feedback after every meeting "How did it go7" "Not good yet". It took us 6
months, of being introduced to the report and having it presented 6 times before we feel

comfortable of having the right information and the right format be able to use it properly.”
M.

"We meet up with directors to go through the themes (key business objectives) in their
charge: the outcomes, the actions and the measures. We have discussions on that in
terms of measuring and monitoring, which ones are working well and which are not, did we
have problems getting information about these? Is the answer to the question we ask
every quarter always the same, i.e. 'l don't know this project, it has been cancelled” so there
is a case by that measure should be taken out of the corporate plan.” N.

114



5.6.6.5

KE3 Informs KE4

Preparation of Performance Evidence (KE3) Informs Project Management & Evaluation

(KE4)

Project assessment criteria reflect on the expected use of information produced by the
evaluation.

extensiveness of those assessments,

5.6.6.6

"As well as a regular report on progress and understanding how we are doing, at the
beginning of the year, identified and agreed with the Board on what are our critical success
factors, those things we need to get right. If the big project is important to us, they want a
report at every board meeting on how progress Is happening against those critical success
factors. The chief executive makes proposals to the Board, agreeing or not. It can a
variely of things, this project is about getting an agreement on new regional economic
development this year. The nature can vary. If we achieve that the Board will be happy
about our progress on how the organisations should be progressing.” IA.

KE3 Enables KES

User requirements determine how projects will be assessed, and the

Preparation of Performance Evidence (KE3) Enables Performance Review and Decision
Making (KES5)

Conducting performance measurement provide indications of how well or badly one area

has performed. Feedback on the results on activities inform decisions about future plans for

the organisation, e.g. which direction, or what needs improvements and what can be done
and how? This process is known as performance review.

Evidence for performance is usually found in the form of reports, prepared based on user

groups needs, i.e. published with various levels of comprehensiveness at different periods of

time in a year.

"I would need information (performance reports) to help me do the job, you look at the tasks
that you've been assigned to, you've got a year, you go through them on a periodic basis,
to say how we are doing with this task, is there any problem, why, can we redeploy staff,
could we put the project off till next year, do we really need to do that project? From my
point of view, the scorecard is a useful tool to help structure that discussion within a
management unit.  Within our unit we have a system where we look at the list of tasks

which we have to do in 1 year, where we sit down and we go through the list of tasks, we
discussed each one in detail to identify where we went wrong.” N.
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5.6.6.7

“They basically get a report (on performance targets) which shows what the target is,
progress towards i, and a short commentary saying if they are on target or running into
trouble. If we saw our customer satisfaction level dipping, we would have to ask serious
questions about &, why is this? Is this perhaps because we are not training our staff well
enough or our admission prices are too high? The performance report is a management
tool to diagnose whether we are on schedule. If we have 5 framework document aims, and

each of the 9 targets were up there, if we are failing on our targets, then we are failing in
our mission.” P.

KE4 Enables KE3

Project Management & Evaluation (KE4) Enables the Preparation of Evidence of
Performance (KE3)

Project management and evaluation (KE4) provides performance information necessary for
the preparation of performance evidence.

5.6.6.8

*(For each project), we've in place a work plan management system, which gives us data
for reporting and tracking what impact we are trying to have, how we intend to do that and
over what time frame, it also aligns the resources we put in for each piece of work.....We
evaluate projects using an Impact Measurement System, we calculate how many resources
we spent on a project, how much financial benefits to the consumer, what degree of
involvement we have, were we the only people or in partnership, it will give us calculation at
the end of what that piece of work had cost us and what benefits we have for the
consumers, and we report on that for senior management to take further actions.” E.

KE4 Informs KE2

Project Management & Evaluation (KE4) informs Measuring and Monitoring Activities

(KE2)

Feedbacks from project management and evaluations (KE4) inform KE2 which may involve
a review and update of operational plans and design of measures.

Project evaluation informs review and update of operational plans:

"We track project performance so that we know we are working in an effective way, we are
using our resources properly, definitely doing this, moving towards impact orientated
assessment has meant that we then kind of looked at how we work and recognised that we
need to change how we work, which is a good thing to be more effective.” E.

"For example: A six-month project became 3 years, there is probably at some point that we
ought to look at it and say that it isn't worth the investment, we went too long. Staff would
say that we get diverted on something else. But why are we diverted? We don't want to be
diverted by something else. What we need is a process whereby we can ask which one
can have the best interest for the consumers within the resources we have.” E.
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"...my team is also responsible for doing the kind of in-depth assessment of selected
aspects of our work, the sort of review of key and expensive projects, to decide if they
continue to be value for money and if they are not, the extent to which we need to change

how we approach doing something or should we propose to senior management to
discontinue it."S.

Project evaluation informs design and update of measures:

"A measure of how many people use the car park, that doesn't tell you if your project has
been a success. For example, for a conservation project [some information omitted to
maintain anonymity] you wish to create an opportunity for people to come on a day visit and
engage with the environment, the psychology impact is very important, what about the
people who don’t come, what about people who do know that this sort of thing is available,
who never try that sort of thing; again this is very much harder for us to measure these
things. So during these reviews, issues might surface during evaluation or impact

assessments- we might then need to review and update measures or even design new
ones which are more relevant.” C.

5.6.6.9 KES5 Informs KE2 and KE3

Performance Review and Decision Making (KES5) Informs Measuring & Monitoring

Activities (KE2) and Preparation of Evidence of Performance (KE3)

Reviews (KES5) may highlight performance information insufficiencies or inappropriateness.
Managers provide feedback after every review on the type and the level of details of
information necessary for them to carry out their duties, These feedbacks inform the design

of measures, and review of strategies and business plans (KE2), and design of reports (KE4),

Reviews (KES5) highlight instances where actions and measures do not complement goals
and objectives; and/or instances where emphasis is placed on activities with low priority

making some measures obsolete or redundant, hence enabling the review and update of
measures (KE2).

"Our reviews focus on issues needing immediate attention and also questions for next year.
Eg. Wnat has caused shifts from green to amber (waffic light indicator)? ~ The
(performance) team should be looking for an explanation from the head of department who
is responsible. If it is serious, it will then go to our Board (of Directors), they meet every 2
months, they would be asking questions again to track if things are going according to plan.

We would also check if we should tighten some measures. Are we meeting targets without
any challenge?” A.

Reviews (KES) may also highlight the need for adjustments to current strategies (KE2) help
keep the organisation in alignment with changes due to internal or external forces. Internal
forces may include increased or decreased in organisational capabilities; while external

forces could be a change in the funding organisation’s requirements or government policies,
or a change in consumer needs etc..
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"Reviews allow them (directors) to adjust things, makes them think carefully of what the

organisation is doing... it also makes us look outwards... it makes us focus more on
customers.” S.

*If something goes wrong, you'll find out what went wrong, that root cause analysis, using
that root cause analysis, you undertake preventive action on 2 stages. Why did it go
wrong? What do we have to do immediately to stop it going wrong? What do we have to
do in the longer term to actually stop things going wrong? How do we amend our

processes so that it wont go wrong in the 1% place or do we need to change our
strategies?” MM.

“What operations debrief comes from the leamning process (reviews), we then re-employ the

strateqy for the following year. So the results each year have to impact in some way the
evolving strategies for next year.” V.

Feedback from directors informs design of report, e.g. in terms of presentation (KE4).

*/ sit in review meetings with my director. He would give me feedback from the meeting. 1
give feedback to the staff who work with me, the feedback cascades down (o the staff who
work with me on the report, they find out what the directors like, what changes they want,
and when we get positive feedback they will then know that what they have done is very
much appreciated. It is important they get feedback.” RM.

"/ am trying to get them (users of reports) to engage in a meaningful way really so that they
can see a point to it, | think they just can’t see how it (report) can benefit us, makes me
think that probably | am not presenting it effectively. Our report now covers all the projects
for all of the quarter and not on an exception basis. People say itis all fine. What I need is
that people say’ this is what we are working on, this is what we say we are going to
achieve, and these ones are the ones looking like they are not on course, or needing some
attention or additional resources'. We can have the full report, but people need to be
prepared to say ‘I need to look at a certain things’ and we haven't reached that stage yet.”
E

5.6.6.10  KES5 Enables KE6

Performance Review and Decision Making (KES) Enables Influence of Performance
Behaviour (KE6)

Performance review identifies good and bad performing areas. An effective performance

measurement provides the essential information for the management of staff performance
behaviour.

"I strongly believe that any individual needs to see what they do and how effective they are
in relation to the whole organisation and it certainly is clearly very helpful for individuals to
know what they need to do, what the standards are they need to achieve and what the
outputs are that are required of them. That's an absolute requirement in my view, you cant
expect a person to perform well if you don't tell them what exactly it is they are suppose to
be doing. It is even more helpful if they can see if they can see that in the context of the
organisation. So, whether that's via their department, or directly to the whole organisation, |
believe it is more effective if people can actually trace a clear line from what they do and
how they are supposed to do it to how the organisation is expecting to perform and what
the organisation expectations are. It's difficult for people to know inherently what success
is unless you can describe what that success is, they need to understand that in real terms.
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5.6.6.11

The Influence of Performance Behaviour (KE6) Enables the Drive for Improvement (KE7)

Or be able to tell people they have achieved something or not been able to achieve
something.” A.

"They (Directors) would go back to their teams and disseminate information to their team,
$0 it's an informative report they use to educate their teams in terms of how the
organisation is doing. It becomes a monthly staff report, how the organisation is operating
and communicating the key elements of what it is that we've been doing over the previous
months.” G.

KE6 Enables KE7

Managers communicate and celebrate successes to influence desired performance behaviour

(KE6) with a view to drive improvement (KE7)

"Part of it (the use of performance information) is about our internal pride, last year during
the annual staff conference, ‘we are ok we hit about half of our targets, we did OK." It's not
complete failure, when we have our next conference next week, Il be standing up there
and say '8 out of 9'that's good for us all. That positive feeling feeds through to how people
do their job every day, so that's really important.” C.

"We tried a few methods to get over that problem of ensuring staff of the organisation how
they are doing, one of the ways we did that is that we introduced a system where people
can wiite @ lext of projects that have gone wel|, snippets of things that they think have
done well. We pull them together into one level, using one single or double sided of A4-
sized paper, and put them into a management notice to be distributed throughout the
organisation. To overcome the problem of a connection between the organisation priorities
and the people who are actually doing the work.  So for some reason, I think it didn't quite
work. This idea that people have access to the scorecard, and they know that it is a live’
scorecard, they know this is the one that the organisation is using to manage, 1 think it
allows them to have the ownership and buy-in to the performance of the organisation.” N.

5.6.6.12 KE6 Informs KES

Influence of Performance Behaviour (KE6) Informs Performance Review and Decision
Making (KES)

Using measuring and monitoring activities to influence behaviour is not always a straight

forward process.

Sometimes the information disseminated does not result in expected

outcomes. Observations on staff reactions and feedbacks inform review of strategic planning
as illustrated by the examples below:

On reviewing performance appraisal strategy:

"We have to get more realistic about how we evaluate and assess people’s performance.
In the sense this year, we have an annual appraisal system for staff, people tend to think
that if they delivered the target that they have exceeded but actually they just succeeded.
We have to manage that to set people’s expectation. We want to change the culture on

how assessment of staff performance, what message we are trying to get through to them,
and it's difficult, it is happening right now.” C.
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On reviewing the use and presentation of performance information:

*We now introduce a scorecard application for display of measures and their achievements
using traffic light indicator to our management team on a quarterly basis. We then go to the
management team meetings, which essentially are our board, the directors of our
organisation, and they meet quarterly to look at the performance of the organisation. We'l
display this scorecard to them, live, we show the position of the organisation now and the
position forecasted 2 periods in the future, and you can actually click on the measure itself
to see what the owner has fed back to us. In the past, we had difficulty in getting directors
to take ownership of their bit of the organisation, each director has been given ownership of
a theme, or a number of outcomes or measures, they are there when we display this
scorecard to them, immediately we manage to get more buy-in from directors in terms of
ownership of all the measures. Now we have somebody to say that yes that's my
responsibility and | can give you an update on that measurefarget. The current system, by
clearly displaying owners at all levels of the organisation, means that they take
responsibility and there is much better buy-in for the corporate plan.” S.

On review and update of measuring and monitoring activities:

Staff feedback informs the review and update of design of measuring and monitoring
activities (KE2).

"One of the main purposes of staff communicating is to get their feedback on processes.
We conduct an internal survey, once a year, we ask the staff about what went well and
what didn't go well (with measuring and monitoring activities)? We also have mid session
and end session reviews, the people involved in processing (applications), with all teams
coming together in the middle of the session, and discuss what went well, and what didnt.”
GG.

5.6.6.13  KES5 Enables KE7

Performance Review and Decision Making (KE5) Enables the Drive for Improvement (KE7)

Reviews (KES) highlight performance issues that require remedial actions with an aim for
improvement (KE7).

"Reguiar reviews focus the organisation and prompted us to change how we approach
things and shift quite a considerable amount of resource to address lack of performance,
ultimately if we were to continue to operate as we had been and we hadn't taken that
action, | think that it is quite probable that we might have been closed" A

*There is increasing recognition that this (performance measurement) is about organisation
learning and development.... | would hope that people are looking at their results, and
saying ' what does this tell us’ ‘what can we learn from this’ and ‘what actions are we going
{o take as a result to improve our results?” U.
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Decisions to embed measuring and monitoring activities as part of the job, and performance
feedback:

5.6.6.14

Drive for Improvement (KE7) Informs Performance Review and Decision Making (KE5)

"We work on embedding the process (measuring and monitoring) to get people to use it on
a reguiar process, by knocking on doors to ensure that people sit up take notice, do give
information when it's required and reflect it back to them. And when they report success, to
make sure that everybody knows about that, it's been a success in that particular field.
That way people can see value coming back from the information they give.” MM.

KE7 Informs KES

To be responsive to external forces of change (as a drive for improvement, KE7)

management may have to (1) conduct more regular performance reviews rather than just

once a year; (2) conduct performance reviews with a strategic intent, i.e. review informs

strategic planning and operational planning

“What we are trying to do, is to move away from the idea of planning before the financial

year starts, where you develop projects, deliver and then assess them. We are trying to
move away from that to one of more continuous improvement, once a quarter we try to
think about what our strategy is, to check to make sure things haven't changed in the global
economy that would make our strategy wrong.”J

"We are moving towards a more impact-driven strategy, it has only been our 3rd year, we
recognise that we really need to improve on how we project manage. We have done a lot
of work and consultants helped us with the project management process and involved team
based working and it's been impact oriented throughout. We need to think about what the
impacts are before we get into a piece of work, we shouldn't really be doing work where we
don't know what impact we are trying to achieve or what benefits to consumers we are
trying to achieve; or otherwise how would we know we are working in an effective way, we
are using our resources properly, definitely doing this moving towards impact orientated
strategy has meant that we then kind of looked at how we work and recognised that we
need to change how we work, which is a good thing to be more effective.” E.

5.6.6.15  KE7 Enables KE8

The Drive for Improvement (KE7) Enables the Demonstration of Success (KES8)

Agencies and public bodies strive for improvements (KE7) to deliver expected outcomes.

They use success stories to demonstrate their capabilities in delivering the key targets as set
out in their funding agreement (KES).
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"We are a relatively new organisation, not uncommon to new organisation, we didn't know
how much work was going to involved, we quickly found ourselves in a backlog situation,
and we were in terms of the sort of expectation around the key measures we were
performing very badly, we are now currently hitting all the measures. Over the last 18
months we've made tremendous progress. That has been very useful for the organisation
in being able to demonstrate our effectiveness. And it was also internally been very helpful
in ensuring that we focus on key activities and it made a great difference for our key
stakeholders. Ultimately if we were to continue to operate as we had been and we hadn't
taken that action, 1 think that it is quite probable that we might have been closed. It is
fundamental even to our very existence that we've been able to demonstrate considerable
improvements in our performance.”A.

5.6.6.16 KES5 Enables KE8

Performance Review (KES) Enables the Demonstration of Success (KES8)

External reporting is part of disclosure on performance against key targets. Managers
structure these reports to demonstrate success in outcomes delivery.

*Our funding agreement set out the priorities and the main measurement we are going (o

be measured against. .....we establish a framework of measurement and of reporting that
mirrors our relationship with government.” B,

"We do regular reports on a quarterly basis, on how well we are doing, we have a Board
that meets we call the Strateqy Board which has representatives of senior management
from our sponsor. They will review how we are doing; we will submit progress report to
them based on our progress against these targets. The group meets 3 times a year. At the
end of the year, we will produce details of how we performed against those targets, that
performance Is subjected to external independent audit, who will come and check all the

records, completely independent scrutiny of what we do, and we will publish our
performance in an annual report,

*The corporate plan is our means for our reviews. A document to quide our assessments
on our progress against our statement of intentions. And it is a means of reporting at the
end of the year, that we've achieved what we said we want to achieve.” S.

5.6.6.17  KES8 Informs KES

Demonstration of Success (KE8) Informs Performance Review (KES)

Funding organisation’s and statutory requirements often dictate how an organisation is being
managed, in this case, how they would manage their performance, resulting in the shaping of

review criteria and external reporting format (KES), as explained by this respondent:

‘The government has been pushing us to spend the money for the first 3 years; now it is
more on the evaluation, as a result of all the money you've spent, so what's happened?
What are the outcomes of it? We are now using a structured framework for understanding
how you do the evaluation to get to the outcome and impact, we all agreed that we will fully
implement that across all our activities over the next three years, we are going to put in

place a program of how we are going to do those proper evaluations of our activities for the
next 3 years.” 0.
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"We now have the thought process ‘what should the organisation be like in the future’ and
we do engage in changing the directions of some things we do towards achieving those
things. These will become part of the debate, we will be going to staff saying ‘we need to
change the way we work, this is how we need to change we measure what we do, we've
been very led by funding. It used to be ‘grab grants to something useful when they could’.
And we used to measure all sorts of things all over the place. Now it's changing, now we
saying, this is the organisation’s purpose, and now we have to measure how well we
achieved that, That has to be very different to many of those hard measures, our sponsor
will not be interested in how many people are walking through that Visitors’ Centre door,
they are interested in the extent to which we managed to engage the population of name of
a place omitted] with the organisation, they are interested in the extent to which we
managed to make people feel better and worthwhile, much trickier measures to get into, the
extent which we are involving the community.” C.

"What we are looking at now (key business objectives), is driven by a number of factors, is
that we are looking at our [nature of business] related to the other department’s agenda;
how we develop in terms of social and cultural aspects; it could be the Home Office (a
change of policies); or whatever it is, we have to set up a measurement system to actually
interact with their priorities, that's where it's started to change over the last 10 months. As
yet we haven' revised those measures. That's the next big job. There have been changes

in the way the organisation is approaching its funding issues, we have to take different
types of measurement.” B,

"Each of these outcome measures we want to influence them in certain ways, our job is to
agree with our stakeholders- We say to our sponsor, ‘we will influence these outcomes in a
certain way if you give us money that you've promised us.’ * you'll see progress in a short
term by us delivering a whole set of projects, in the short term this will be the set of outputs

we will deliver. So there is a relationship between stakeholder expectations and
performance measurement.” J.

5.6.6.18  KE8 Enables KE9

Demonstration of Success (KE8) Enables Negotiation of Key Targets and Funding (KE9)

With evidence of successes (KE8), organisations have more grounds to negotiate (KE9) for:

(1) an expanded funding; or/and

‘We had significantly increased funding year on year, which must mean that the
govemnment must have been impressed with our performance, or they wouldn't have been

likely to do that. It demonstrates that the way in which the [name omitted] agency has been
satisfactory in the Government's eyes.” V.

"We got a big hit in terms of funding from our sponsor, it does bring it home that it is
important that you're able to say "yes this is the bit that we bring’. | think the most important
one is that we can say we are here to make a difference to consumer’ although we can
make benefits to the whole of the UK population, we have our priority who we should make
a difference. it will be very good to find a better way of showing what our achievements are

and to be able to show the cost effectiveness of us as an organisation, we really do have a
lot of impact but not a lot of funding.” E.
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(2) adjustments to an existing set of targets, or the approval of a new set of targets.

"If this (situation where they have to work with minimum manpower) is a long term thing, we
can go to the minister and say, we've set a target to do this, but that was based on having
this number of staff, now we have to do this other task, taking away that number of staff,
and therefore we are not able to meet that target. The minister can agree to alter the
target. So that's where these monthly meetings {reviews) help, because the person who
deals with this area may report that while it is nice to do all these, it’s going to take ?
months to do t, taking away ? of staff to do , this process raises an awareness early on
that we may have a problem meeting our target. We then have to decide whether we
accept that there is something we can do still to meet the target, or do we make a decision

to say to the minister "we cannot meet the target, is it possible to make changes to the
target to reflect what our actual staff level can do." H.

"At every review, we look at how they (targets) performed in previous years, what particular
activity is going on in the year ahead that they know about, we have noles against the
targets explaining where these decisions came from and we have risks against achieving
the targets and how they would manage risks. We have the initials of the individual
responsible person, and then once | have spoken to individual managers and that the
documents is as fine as it could be, it would go to the Board who would approve the targets.
These decisions will affect and be affected by resources. So this is done at the beginning
at the financial year at the same time the budgets are being prepared.” |,

"We do an assessment of what progress we've made against the targets, have we done
what we intend to do, if not what are the barriers getting in their way of doing it, have any
requirements changed? QOur annual report is saying this region is currently changing and

this is what've been achieved of what we said we are going to achieve, what does that
mean for the next year.” O

"I think it (being able to demonstrate achievements) gives us permission for our change
programme (improvements) because ministers will quite rightly say, if you can't do the job
today, why should we back you to try to change for the future? Why don't you spend the

resources of what you are doing today? 1 think that's the empowerment for the future
changes. It links to credibility” O.

5.6.6.19  KE9 Informs KE5

Negotiation of Key Targets and Funding (KE9) Informs Performance Review and Decision
Making (KES)

Agencies often keep a dialogue with funding organisations to gain understanding on their
perceptions of the organisation’s overall performance, and how they could provide a more

convincing case in terms of performance evidence, this feedback inform target plans and
budgets proposals (KE8).

‘Although the strategy board meets 3 times a year, there may be that in between meetings
we might discover a major problem, so our CEO will liaise with a representative from our
sponsor to submit any request to the minister to review targets.” H,

"What we do in the end is to get them involved in designing the (review) process. So this is
what the monitoring process is going to deliver, that's normally negotiable, that's got to go

to our Board and sponsor, if you don't like what's going on now, then how should we do it?
T.
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5.6.6.20  KE9 Enables KEI

Negotiation of Key Targets and Funding (KE10) Enables Setting of Organisational Goals &
Objectives (KE1)

Upon completion of a negotiation process, new target mandates, budget plans or policy

changes would almost always require some revisions to existing goals and objectives (KE1)

and so the performance measurement cycle re-commences.

*We do review our targets on an on-going basis to see if they are relevant, that exercise is
on-going just now. The present system is in its 3rd year and there is now a need to review
the targets. It's not an exercise every 3 years, there is no certain time scale. It's a general
discussion during these strategy board meetings, and we review targets whenever we think
we need to. It could be reviewed every year, or stay for 10 years. It just depends on
changing priorities within the agency, we don't determine what we do, the sponsor changes

their policies, they decide how the industry should operate, our job is to enforce that. We
respond to what the sponsor wants." H. ‘

5.6.7 Summary

The Phase I in-depth enquiries gathered sufficient information for the identification of key
elements of effective performance measurement practice. The exploratory interviews also
provided information to describe the relationships between each key element which form the
emerging performance measurement practice framework for agencies and public bodies.

This framework can be useful in future exploration of public sector performance
measurement,

The emerging framework illustrates performance measurement practice as an iterative
process made up of nine inter-connected key elements. The findings revealed two-sets of
inter-connections between key themes. Firstly, the forward links between key themes, as

illustrated in Figure 17 on page 113, using bold arrows labelled with ‘enables’ demonstrate
the following:

o Setting organisational goals and objectives enables the gathering of performance data

through measuring and monitoring of key business activities;

Measuring and monitoring activities enables the preparation of evidence of
performance;

Where applicable, measuring and monitoring activities enables the management and
evaluation of projects;
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e The preparation of evidence enables the review of performance and decision making;
e Performance reviews highlight issues of performance (for decision making):

0 to enable the influence of performance behaviour (amongst staff) with an aim to

drive improvement;

¢ to enable the plans to drive improvement with a view towards the demonstration
of success;

0 to enable the publication of performance information for the purpose of external
reporting and demonstrating successes;

Secondly, the feedback links between key themes, as illustrated in Figure 17 on page 113,

using dashed arrows labelled with ‘informs’, demonstrate the following:

To be effective, performance measurement ought to be reviewed and updated based
on feedback derived from activities which include the management and evaluation of
projects, the preparation of performance evidence (reports), the conduct of reviews

of performance, and the plans and activities initiated to influence performance
behaviour and drive improvement;

To be effective performance measurement ought to be reviewed and updated, as and

when necessary, to reflect the changes in governmental assessment criteria; and

To be effective performance measurement ought to be reviewed and updated to
accommodate the sponsoring department and/or government’s demands on

(reviewed or negotiated) target plans and budgets or changes in policies.
This feedback and review process is necessary to keep performance measurement relevant,

This framework highlights the relevance performance information for public administration
activities. The framework attempts to convince public administration to direct their attention
towards strategic management with an emphasis on the potential use of performance
information for learning and improvement as well as for public accountability rather than
having external reporting as a primary concern for performance measuring and monitoring.
It could also be concluded from the findings that performance measurement forms an

important aspect of information system which enables the efficient and effective functioning
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of a performance management system for agencies and public bodies. Effective performance

measurement ought to be purposeful and relevant.

Whilst the framework was developed in the context of agencies and public bodies, it aims to

be generically applicable to the wider sections of public sector.

The next section, Part B presents the discussions focussing on the detailed exploration of
each of the nine key elements. Part B begins by examining organisational readiness for
performance measurement and then discusses in detail, for each key element, the WHY,
WHAT, HOW and WHEN. Process flow diagrams are used where necessary, to illustrate
the processes of each key element.

In Part C of this chapter, the framework relevant to each category of organisations is
compared and contrasted.
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5.7 Part B: Key Elements

Part A explains the emergence of nine key elements of performance measurement and the
development of the inter-connections/interfaces between key elements which form the

framework. Part B extends this exploration into each key element in greater depth.

Part B aims to create an understanding of the key elements of performance measurement by
exploring the reasons for the occurrence of each key element, the issues fundamental to each

key element, and the approaches, practices or actions adopted by organisations in dealing
with those issues.

Each key element is thoroughly examined and presented using the following structure: the
WHYs- reasons for the key element, WHATSs-the issues fundamental to each key element
and HOWs & WHENSs- the approaches, practices or actions necessary for the occurrence or
to deal with each WHAT. Descriptive texts or commentaries were based on data, and, in
addition, direct quotes from data collected during interviews were included in some sections
mainly to exemplify a good practice, or to illustrate significant or abnormal findings.
Evidence for findings was presented as Appendix 8, page 249. Due to the design of the
interview questions and the emergence of key elements from data, the number of
occurrences of each WHY, WHAT, HOW & WHEN may not be consistent for each key
element; some were more frequently mentioned hence providing richer insights, while other

elements were mentioned less frequently. Process flow diagrams are used to depict
processes involved for each key element.

Part B presents only the findings, while the implications of these findings on the wider
literature are presented in Section 5.9 , page 184.

The section that follows focuses on the fundamental issues for organisational readiness for
performance measurement. This is then ensued by the in-depth exploration of the nine key

elements of performance measurement, presented in the order as referenced by the number

assigned to each key element of performance measurement,

5.7.1 Readiness for Performance Measurement

Managers described the importance of having the right mind-set for performance

measurement,  There are four fundamental issues on readiness for performance

measurement:
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5.7.1.1 Strategic Nuance

Some organisations found having a strategic nuance or a strategic mind-set to management
processes to be helpful for performance measurement initiatives. Performance measurement
is about measuring and monitoring an organisation’s capabilities in achieving its strategies
and the level of delivery around those strategies. As organisations initiate some kind of
measurement activities, they start to think strategically, they agree on and produce decisions

and actions that shape what the organisation was set out to do, and why it does what it is
doing.

57.1.2 Leadership and Process Champion

Some organisations experienced a more successful implementation and use of
performance measurement when there was someone driving the process, i.e. they have

a process champion.

5713 Performance Culture

Staff may become apprehensive of performance measurement activities; hence their reaction
would usually be resistance to being monitored or distortion or misrepresentation of data
they were meant to collect (unintended or perverse behaviour resulting from measuring and
monitoring activities). Process champions support the creation of a favourable climate for
performance which encourages a culture conducive to learning. Process champions direct
active actions to support openness and honesty about performance, and to embrace learning
from past performance for improvement purposes. Participants found it helpful to clearly

communicate the intentions of performance measurement activities, which aim to be
supportive in nature rather than punitive.

5.7.2 Dysfunctions of Performance Measurement

Managers were aware of some of the potential perverse effects resulting directly from
performance measurement.

Some realised their reactions to performance measurement were mainly to cope with
institutional pressures based on their descriptions as follows:

‘Generating numbers to feed the beast’- collecting data without understanding the
real need for measuring performance;

Measuring and collecting data for everything they do without understanding the real
potential of relevant performance information;
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» Irrational behaviour such as storing data- working to hit targets and then holding
extra efforts for the next quarter/year; and

People doing the minimum to hit targets- missing the point of measuring and
monitoring performance for improvement.

To deal with this, they emphasised the importance of creating a performance orientated
culture, the need to communicate the real reason for performance measurement. They also

highlighted how inappropriate design of measures may cause gaming and misrepresentation.

5.7.3 Key Element 1: Set Organisational Goals and Objectives

5.7.3.1 WHY: Measure and Monitor Activities (KE2)

The first key element of performance measurement is the initial agreement between
key decision makers on the goals and objectives for the organisation. For performance
measurement to be effective, managers have to agree on the reasons for which the
organisation is in existence. The two main functions of this agreement are: to set out

the organisation’s goals and objectives and to bring together the support and
commitment of key decision makers or top management.

The setting of organisational goals and objectives based on an impact statement also induces
changing organisational mindset to be more ‘impact and outcomes orientated’. A process
that could potentially benefit managers to keep the organisation focused on making impact
and on outcomes in the longer term rather than just on short term outputs. And in terms of
performance measurement this orientation affects the mind-set and approach to measuring

and monitoring performance; in particular, the design of measures.

The process of setting out goals and objectives (see Figure 18) helps managers identify
key business objectives, and in terms of performance measurement the process

provides a blue-print for managers for measuring and monitoring the ‘right’ things.

5.7.3.2 WHAT: Key Business Objectives

Managers agree on the key business areas which they should measure and monitor (be
‘keeping their eyes on’).
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Figure 18 Key Element 1: Setting Organisational Goals & Objectives

5733 HOW: Identify Stakeholder Groups

In order to determine the set of key business objectives, managers firstly identify their major
stakeholder groups®.

In general, senior management has two major groups of stakeholder in mind; the sponsoring
department and the other stakeholders. ‘Other’ stakeholders are the greater community the
organisation strives to serve and the internal stakeholders.

Managers referred to the framework document® (applicable to EAs), or a management
statement and a financial memorandum? (applicable to ENDPBs) to determine what the
organisation has been mandated to deliver. Either the framework document or management
statement is a contract between EAs or ENDPBs (respectively) and their sponsoring
department. These documents clearly state the organisation’s aims and objectives, its

corporate and business plans and performance framework, and its financial arrangements.

18 «A stakeholder in an organisation is (by definition) any group or individual who can affect or is affected by

the achievement of the organisation’s objectives.” Freeman, R. E. (1984), Strategic Management: A stakeholder
approach, Boston, Pitman.

19 Subjected to a formal review by sponsor Department in consultation with the Agency within § years of
publication, and amendable by the Department whenever necessary.

20 Sybjected to a formal review relating to Annual Estimates process (A process sets out to review annual

financial estimates, service levels and policy aspirations) and the biennial Spending Review process (a 3-year
review cycle on Departmental resource and capital budget).
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In terms of performance measurement, the documents list the criteria for which the

organisation is being assessed. Managers designed their approach to performance

measurement based on these assessment criteria.

5734 HOW: Conduct Stakeholder Analysis

On top of what is statutorily required, these organisations also strived to meet the needs and
wants of their other stakeholder groups. Before engaging in the process of understanding
stakeholder groups, managers would identify the specific groups of stakeholder the

organisation intends to influence. Managers conducted stakeholder analysis for two main

reasons:

a. to identify stakeholders’ key concerns by asking if the organisation is making an
impact as intended; and

b. to prepare value statements about stakeholders’ expectations and needs.

Managers recognised the need to balance the meeting of consumers’ needs and wants, and

complying with what it has been mandated to deliver as an agency or a public body.

Based on the results of stakeholder analysis, directors drew up the list of organisational

priorities on how and in what ways they should be making a difference. Below is an

example of a survey of consumer satisfaction of Home Grown Cereal Authority (HGCA).

Figure 17 2006 and 2007 grower surveys
atsfacton levels for HGUA sarices

2007 wmmm 2006

Provision of HGCA events in your area

Irformation provced by HGCA pubhcations 1o help crop marketing decsions
Information provided by HGCA publcations to help agronomy decisions
Promotion of the nutriional benefits of gram

Prormotion of non-tood uses of aram

Prormaotion of the use of grain inexpon markets

Information provded on envronmentally sound practices

Information provded on best practice in crop production

Information provided to manage price volatility

Funding of a research programme for cereals and olseads

Information prowded on how the levy is spent

Information prowded 1o mprove fam profitabiity

Provision of value- 1or- money senvices

I

1 15 2.6
Satsfacton ratng (-510 6)

Figure 19 A Survey on Consumer Satisfaction 2006/2007

Source: http.//www.haca.com/document aspx?fn=load&media_id=4462&publicationid=4567 Access date : 23 March 2009.
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While managers recognised the need for identification of stakeholder expectations or
requirements, one organisation highlighted the challenges they were facing with resource
constraints. They had to make tradeoffs when the approaching allocation of resources for
measuring and monitoring activities.

5.7.3.5 HOW: Develop Corporate Plan

Each agency develops a contract between central government and itself. The contract is
called the Framework Document. Each agency is required to produce a Corporate Plan,
typically covering 3-5 year period, with annual Business Plans being developed from this
base. Performance targets, financial projects, assessments of prospects and other
information are included in the plans. All agencies are required to produce an annual report
and accounts for each year of operation, which provides information on such matters as the
agency’s financial performance and its achievements against key targets. While public
bodies are not required to develop a Framework Document, many of them do produce and
publish a Corporate Plan. The Corporate Plan is informed by both stakeholders’

requirements as well as past performance trends and feedback from preceding year’s

operations and performance against targets. In this sense, it is very much a learning

document, Figure 20 shows a section extracted from the Corporate Plan of National Library
of Scotland and the document was presented as Appendix 19, page 260

(http://www.nls.uk/about/policy/docs/2008-2009-corporate-plan.pdf Access date: 23 March
2009).

(] Performance Measurement and Monitoring

The National Library controls and manages financlal performance through a

comprehensive budget process as part of the Corporate Business Plan, and by
regular reporting:

bi-monthly management accounts to Trustees and Senlor Management;
monthly financial reports to budget holders;

continuously avallable spend Information to budget hoiders;

comprehensive review of financial position and projected outturn at six
months (October);

production of audited statutory accounts by September each year,

In addition, the National Library uses a range of Key Performance Indicators to
measure operational performance. These. together with the performance over the
past year, are set out in section 3. The KPI's are being reviewed in order to:

e confim their continuing relevance to the new Strategy “Expanding our
Horizons";

¢ ensure the abllity of the Library to measure progress towards the
achisvement of the twenty objectives In the Strategy:

clariy differences between performance measures and surveys of usage
obtain greater integration between financlal and operational data;

Incorporate them into the proposed Introduction of a Balanced Scorecard
system, replacing the current spreadsheet-based system; and

bring alignment with the Scottish Government approach to ‘outcome
measurement.’,

Figure 20 Performance Measurement and Monitoring of the National Library of Scotland
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5.7.4 Key Element 2: Measure and Monitor Performance

Figure 21 and Figure 24 are visual representations of the main processes for Key Element 2.

5.74.1 WHY: Evidence of Performance (KE3)

The need for measuring and monitoring activities arises because there is a need for a process

to observe the change in performance over time to gauge if an organisation is achieving its
goals and objectives, i.e. evidence of performance.

Respondents raised five issues regarding the implementation? of measuring and monitoring
activities. They include:

cascade of goals and objectives;

design of measures;

target setting;

information technology for data management; and

framework for structuring measuring and monitoring activities.

5742 WHY: Evaluate Projects (KE4)

Managers need data on project progress and contributions to evaluate project outcomes and
impacts.

5.74.3 WHAT: Cascade of Corporate Plan

Organisational goals and objectives are high level strategies, broad statements of
intent. In order to measure and monitor productivity, these broad statements of intent
have to be translated into operational plans. This process sees the cascading of goals
and business objectives to business plans, business plans to operational plans,
operational plans to individual staff work goals and objectives. It effectively links
day-to-day performance targets to corporate activities, making measurement activities
meaningful and useful to staff. Figure 22 below illustrates the cascading of high level
objectives into outputs, outcomes, impacts together with relevant measures and targets,
a section extracted from Advantage West Midlands Corporate Plan. Other examples of
the use of corporate plan see Appendix 18 SEPA Corporate Plan 2008-2011 (page

2 Implementation is defined as the process in which systems and procedures are put in place to collect and
process data to ensure measuring and monitoring activities are regular. Bourne, Mills et al (2000) Designing,

implem?nting and updating performance measurement systems. International Journal of Operations and
Production Management, Vol 20(7), 754-771.
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259) and Appendix 19 the National Library of Scotland Corporate Plan 2008/09 (page
250).

LOF STPATE Y0 NAR

= |

B
DESCRIBE PUND |
ALLOCATIONS |
INVESTMENTS A 2
CASCADE CORPORATE PLAN
T OPERATIONAL PLANS
UBE ACTITY BASED Deveiop Operstionel INTIATE PROJECTS &
CO8TNG Plere w
Owvelop Ovisonat
Deparmental Pans
WRITE LOCAL PLANS ESTABLISH BTANDARD
UBING EFQM FORMAT oy + Notw:
Oevelop Indwidual Part of KEZMEASURE §
Plere MONITOR ACTIVITIES

Figure 21 Key Element 2: Cascade of the Corporate Plan
5.744 HOW: Develop Business Plans
e  Activity-based Costing

The process of development of business plans based on the corporate plan is said to be made

easier using Activity-based Costing as it facilitates the description of fund allocations and
investments.

e Logic Model and Strategy Map

Each business goal can be structured as ‘inputs, processes, outputs, immediate outcomes and

future longer term outcomes’. Managers proposed for the use of a strategy map to facilitate
this process.

The breaking-down of each business goal provides a clearer view on how each level of

activities can be monitored; hence the design or selection of appropriate measures can now
be more informed.
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Table 12: Perf indi and metri lating to objectives CO1 to CO10 (work in progress)

Regional Impacts | GVAVhead; GVAVemployse and GVA/hour; Employment rate and rate of worklessness;
(These are COMMON across ‘OO,mWﬂ0.0(XJGVA:Mdem
allactivity) Indicator of regional perceptions ; ;
Outcomes | Regional Skils | Regional Skils  Rlegional Skils ;
drawn from the WWES = | New VAT registrations per | % of all trips made by % of people usually working
Further work is required to | 10,000 population (see | public transport from home or travelling to
refine/develop additional footrote 27, on page 73) | work using sustainable means |
indicators for some areas | | of trarsport i
ol aalivig | 3-year survival rates fornew | % of land used for % of housshold waste which |
| VAT registered e l‘ lopment that was | is recycled or composted {
L3 ,;Ww
Total ertrepreneurial actvity | Carbon dioxide emissions | % of people who ame, or have |
per residert (kg carbor) thought about becoming, self- |
.umbpdlhnimm
Business expenditure on \%dwhwhunﬂ Difference between
h and develop Ll Pl who live in the employment rates for:
{ % of GVA | most deprived 209 of super
= vegionel , s ) white and non-white
9% of turnover attributable to ‘MMMNU( people aged between 50
innovation | staying ovemight in the former | and retiremert age and
Rural disadvantage indicator jon; ‘
.(bbodovdqxd (i) people with a disability and
| the rest of the working-age
| population
Outputs *  Jobs created/safeguanded
(The measues shownare |«  Busic d, Busi supported,
MMMFM Businesses supported to collaborate with the UK knowledge base
output Mmeasures. =
i Sk | ¢ Btk o 0
these maasures) People in skils pment

Peopls upskilled to graduate level

Investmernt keverage (public and private sector)
Brownfield land remediated
Tonnes of carbon diaxide equivalent reduced

Table 13: Targets for output measures for 2008/09

Leadership and management skills development

Graduates assisted into private sector employment

Outpits 0800 target

' Jobs created/safeguarded | 16,450 |
e A S B NGRS
"\mw | 21253 ;
' Business support - Collboration with the UK knowledge bese 1 1,041 :
r*amm__m; T S T R e ‘L 7.347 “11
Shikla — Paopl assisted in skl development § 15,700 1
Ew-wmm s g 5 l 1,040 1
‘Ls&-wnmw : 300 1
| Skills - Graduates into employment ] 400
Ivemert e bl et sckn) | e
Bronnield and romocetsd et | 101 |
 Tonnes of carbon dixide equivalent reduced | Torget to be finalised Oct 08 |

Note: Theee targets are bahg set on an inferin basis or the frat year of this plan

Figure 22 Cascading the Corporate Plan

Source: Advantage West Midlands Corporate Plan 2008-2011. Access date: 24 March 2009.
h .

.advantagewnm.co.uk/Im 20Plan%20.

-11_tem9-147.
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e Operational Plans

The cascading of business plan sets out operational plans. Operational plans are further
cascaded down to divisional or departmental plans and to staff individual plans. This
cascading process is vital for two reasons. Firstly, operational plans inform operating

procedures for every work area; and secondly, it cascades further into the setting of

individual staff objectives and work plans.

e Local Plans

Some managers suggested the use of the EFQM format for the writing of local plans.

e Project Initiation

Some organisations launched projects or invest in a partnership as part of their business

plans for outcomes delivery. For this research, these organisations are referred to as
adopting the project management route.

5.74.5 WHAT: Design of Measures

For measuring and monitoring activities to be meaningful, it is vital to select the right,
useful, relevant and meaningful measures or indicators. For measures or indicators to be

meaningful or relevant, they must derive from corporate objectives. See Figure 24.

5.74.6 HOW: Top-Down Approach

A top-down approach to linking key performance indicators (as mandated in the Public
Service Agreement) to measures is useful to keep measuring and monitoring activities in

alignment with organisational goals and objectives.
The advantages of adopting a top-down approach to target setting and design of measures:

¢ Regional offices, divisions or departments should be able to relate their targets to
these key performance indicators. They should also be able to see how they linked
and aggregated towards contributing to key performance

corporate/national level- a bottom-up view.

targets at

It is particularly useful for geographically dispersed organisations to focus on

contributing positively to the corporate as a whole rather than as different silos.
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0 It facilitates the creation of a ‘one organisation’ culture, which can be useful in

encouraging cohesion and buy-in to the idea of performance measurement.

5.74.7 HOW: Select High Level Performance Indicators

Managers suggested for having a manageable number high level performance indicators

focusing on key business objectives.

The National Library of Scotland measures and monitors performance on four core themes,
namely; Developing the National Collections, Developing the Organisation, Building
Relationships, and Widening Access to Knowledge. They use a set of Key Performance

Indicators to monitor progress against objectives. Figure 23 on page 139 shows the

performance information of key indicators for widening access.

5.7.4.8 HOW: Define Measures

The following are some questions managers would ask when defining a measure:

¢ What needs measuring?
e Why does it need measuring?
e Where would the required data come from?

e When is data available?

¢ Who is responsible for data collection and how often?

o Who acts on the measure?
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Performance Information 2007/08

Access
Users In Person 2003/04 2004/05 2005/06 2006/07 2007/08
Reader visits 57,515 59,485 60,158 60,370 68,819
Shop customers 8,338 6,678 14,428 7186* -
Exhibition visitors 19,392 29,990 20,193 15,793 44,451
Events Visitors 2,000 (est) 3,372 4,512 4,801 3.231
School children - 668 867 736 3,305
attending workshops
Self-service 63,096 224141 215,603 153,243 126,327
Photocopies
* NLS shop closed for building works on the visitor centre from late 2006.
Reader Profile (%) 2004/05 2005/06 2006/07 2007/08
Age Under 26 311 375 384 394
26-64 59.2 55.6 53.7 52.2
65+ 9.7 6.8 7.9 8.3
Disability? Yes 3.0 27 26 34
No 97.0 97.3 974 96.6
Ethnic Group White 89.1 90.2 89.0 87.8
Asian 7.8 74 8.0 8.1
Black 14 0.8 13 15
Other 11 1.6 1.9 2.6
Gender Male 50.5 49.2 47.8 47.4
Female 49.5 50.8 52.2 52.5
[Enquiries 2003/04 2004/05 2005/06 2006/07 2007/08
Enquiries (In person/ 72,795 75,800 73,069 82,732 79,201
post/email/telephone)
Inter-library requests 10,909 12,201 10,290 9,792 9.922
il_glul library 2003/04 2004/05 2005/06 2006/07 2007/08
Web sessions 903,596 1,299,214 2,081,333 3,242,432 3,557,154
Digital images 23,271 30,448 40,888 62,483 74,408
Items Used 2003/04 2004/05 2005/06 2006/07 2007/08
General Reading 224,400 246,329 289,941 287,171 287,122
Room
Microform Reading 7,213 5,242 6,677 6,853 4,872
Room
Rare Books 11,606 9,482 8,832 8,503 10,691
Manuscripts 16,614 14,427 14,456 15,117 14,802
Maps 37,283 36.936 33,506 26,061 28,393
Scottish Screen - - - - 1,688
Lending collection 1,974 2,776 1,621 1,527 1,727
TOTAL 299,090 291,540 355,033 345,232 349,295

Figure 23 National Library of Scotland: Key Performance Indicators of Widening Access

5.74.9

HOW: Criteria for Good Measure

The following is a list of criteria for designing good measures summarised from data
collected during interviews:

comparison to the whole;

business in addition to statutory requirements;

A good measure can demonstrate the health of a specific part of the organisation in

A good measure is the use of a range of indicators which describe key aspects of the
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e A good measure is when there is a balance between the need to develop outcome
measures not too far from actual activities staff are engaged in and the need to
measure progress against objectives rather than measuring things staff do;

o A good measure can demonstrate effectiveness;
e A good measure provides indication of the point of success;
e A good measure is a measure of impacts rather than outputs; and

e A good measure should not encourage gaming.

57.4.10 HOW: Data Collection

Defining measures facilitates data collection in the ways listed below:

o It helps determine what data needs collecting, and how often data should be
collected, it ensures consistency;

o It ensures reliability and validity as the data trail is available for verification;

o It helps establish the owners of the data; and

o It helps establish who should act on information when data becomes available.

5.7.4.11  WHAT: Target Setting

The challenge is to set a target challenging enough but not unreasonable. Setting targets do
not happen in isolation. Managers indicated they were using a top-down approach. It is
vital for staff to know the expected outputs required of each individual, and to have an

awareness of the standard of quality expected of them. The target is a milestone for their
performance.

5.74.12 HOW: Setting Appropriate Target

How to set an appropriate target?

Managers are often challenged to strike a balance between meeting quantitative targets, e.g.

turnaround time, and delivering quality services. Managers reportedly aimed to use targets
to drive improvement.

This manager raised a concern about the cost and benefit derived from setting stretching
targets:

"We get a very good rate of response from our survey on the training we provide, 68% said
training was of good quality, 70% of them said it fitted them for the job. These are all
stretching targets, we've based all of these on the idea that we've got X% on the previous
years, and now we are expecting X++%, it's always a target which we negotiate with the
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department to stretch the demand in what we're doing. Eventually you'll hit the point where
you hit the law of diminishing returns, so the stretch will become smaller till you get to a
point where the maintenance required to push any harder on this would be just
proportionately too expensive (0 do.” S.

5.7.4.13  WHAT: Information Technology for Data Management

Some organisations used some kind of information technology in support of data

management systems. An information system facilitates gathering, collating and
summarising performance data for reporting purposes.
5.7.4.14  WHEN: Dispersion of Data Collection Point

Organisations decidedly used information systems when data comes from various divisions
or parts of the organisation and when it became too laborious to collate and summarise data

for analysis purposes.

5.7.4.15  WHEN: Data Reliability and Validity

The use of data management systems reduces errors, which enhances data accuracy, validity
and reliability, thus increasing timeliness of data and data accessibility.

5.74.16  WHEN: Cost and Benefits Analysis

Managers realised the need to strike a balance between the cost and benefits of such data
management systems.
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5.7.4.17 WHEN: Flexibility and Adaptability

A concern for system flexibility was raised by the following respondent. The more

structured the IT system, the more rigid the system becomes.

"What tends to happen, we need huge flexibility for performance reporting. So if something
became less interesting it would then be removed, or if something has become more
important, we might want to provide more information on it. What tends to happen when
we build IS, anything more sophisticated than Excel or a simple database, once we build a
system around that, we drastically reduce our agilty in terms of manipulating or piaying
around with data. Systems that really do all that we really need would cost a lot. That's
why | am a little bit averse to investing in . We need flexibility. So the approach that |
take is that, we share what we do with our colleagues, we have been commissioned a
piece of work, "here is our KPI report and this is how we will put them together™- and go
think about what is needed rather than go spending a lot of money and ending up with a
strait- jacket. We didn't think to specify something that we would need now, we may have
6 months for the KPI report to kind of stop working, how would that work if we
commissioned an IS, the bill will just keep going up. But we have our labour which is more
flexible compared to having to investin IS.°E.

5.7.4.18  WHAT: Structuring Measuring and Monitoring Activities?

Does the organisation need some kind of tool to facilitate the structuring of measuring and
monitoring activities? How would managers know when they need one? If there is a need
to use them, which tool or what combination of tools works well?

57.4.19 HOW: Selection

The selection of a specific tool or a combination of tools is dependent on the desired
outcomes of structuring measures, i.e. the reasons for a structure.

Below are experiences described by managers regarding their decisions:

= management of performance in a wider sense as a drive for improvement

The use of a more structured approach to performance measurement and management
provides a good foundation for greater employee cohesion and compliance, as there is a

strong emphasis on corporate-wide goals across geographically dispersed business silos, in
some cases, worldwide,

*The approach is to build up results from our global network and what we are trying to
define is a set of corporate level performance indicators within the scorecard and then to
cascade throughout the organisation. We have 1 corporate scorecard, we are trying to get
people to understand which area they contribute to, and I think the next challenge is for
people to say: What | am doing locally? How does that contribute to the corporate level?”
U. [A corporate scorecard is presented in Appendix 13, page 254,
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Because performance management tool provides a set of mechanism for performance
monitoring, it enhances the credibility of performance data for reliability and validity as it
allows year-on-year comparison. Also the tool provides a mechanism to describe and
communicate results in a consistent way, meaning organisations find it easier to benchmark

their performance with another organisation within the sector or in similar industry.

*l think having a tool for performance measurement would give us greater confidence that
we've covered all the key aspects of the organisations that we should do. It might also
help with benchmarking that we want to develop in the next year or so, the more sort of
consistent approach that the organisation adopts the greater confidence there is that you
can compare certain things. Adopting a similar performance tool we can fully compare
performance with greater confidence with other organisations. ‘N

Some organisations used some tools to provide a structure to management processes,
facilitating standardisation of mechanisms, which is particularly useful for larger

organisations,

"We've got 30 management units in the organisation. They are being managed in very
different ways because some of the managers have been with the organisation for a long
time- very experienced- know the unit and work well  They don? necessarily need any
management tools to help them. This is the default position. | don't agree with that
because if | don' have all that experience, | would need some tool to help me do the job,
you look at the tasks that you've been assigned to, you've got a year, you go through them
on a periodic basis, to say how we are doing with this task. Is there any problem? Why?
Can we redeploy staff? Could we put the project off till next year? Do we really need to do
that project? From my point of view, the scorecard is a useful tool to help structure that
discussion within a management unit. Within our unit we have a System where we look at
the list of tasks which we have to do in 1 year, where we sit down and we go through the
list of tasks, we discuss each one in detail, and then where we went wrong. We are a unit
of 6 people, that is easy to handle but if you have a unit of 60 peaple, you have more
issues, much bigger budget; you wouldn't be able to do it that way.". N.

*The EFQM gives you a structure to work on. As an organisation we use it (EFQM) as a
tool for process improvement, we are not using it as a way of explicit reporting separately
for EFQM. But the enablers (EFQM) that we have on our staff, are taken developed with
the EFQM in mind, expectations of staff ability. We have a mid year review for staff-for
developing and training needs. The performance review sets out what expectations are
and that impacts on your pay, we have a clear understanding of what you pay.” T

s  Dbetter management of funds

"We used accruals basis for accounting, we have Activity-based Costing (ABC) and a more
historical system for accounting. We have been using ABC for about 2 years now. It
works much better because [the organisation] delivers services. There is a danger with if
you look at the basic cost of salaries and rent & rates; you would think that they are
overheads. The fact is that the salary pays for the service delivery of the organisation.
ABC has made it easier for our stakeholders to see where the allocation of the GBP11
millions goes each year and it's been well received by our sponsor, primarily the
stakeholders prefer to look at the ABC, and the main aim in our use of ABC is explanation,
clearly easy way where the funds are being invested, from the analysis of our annual

accounts last year where the priority is- research & development of a variety evaluation
particularly.” F.
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s  structure for reporting purposes

“We have a reporting mechanism. We have quite strict criteria. We have outputs which we
have to have. It's quite constraining | feel, it will be very good to find a better way of
showing what our achievements are and to be able to show the cost effectiveness of us as
an organisation, we really do have a lot of impact but not  lot of funding. But | am not sure
that we actually have the time to develop a tool to show that. I'm sure that if we crack all of
this it will be very much easier for us. It will take time to work out a system to see what
works and what doesn't and you can't have a system which takes so many resources, that
itis actually taking away the resources from the work that you do.” E.

"We have structured the strategic plan around the EFQM, it's not exactly it but it's been
tailored to our audience obviously, we've got strategy, partnership, the operation plan
section underpins this, the activities relate to the EFQM. We try to embed it. We will be
assessed in 2008, we just have a look internally and see how we are going on and what
the things we can do better, we are now beginning to work more actively on that. One of
the things that we report to our Board on and it's got these headings, we are reporting in
that way based on EFQM headings [Reporting purposes]. The EFQM as a framework is
considered in a way, a set of management guidelines in terms of reviewing what you do.
We have taken very much the view that we should embed this and we shouldn't be working
towards the EFQM, it should be brought into what we are doing. Our staff performance

appraisal is based around the EFQM, we got enablers for staff and results for staff.
[Capabilities and process improvement purpose]” T.

57.420 WHAT: Behavioural Issues

One manager reported his concerns about attitudes towards the measuring and monitoring

activities. The manager highlighted the difference between measuring and collecting data of
the number of jobs being done and the progress made of a job.

*The key thing is people collected hundreds of statistics, they were counting what they are
doing. That's quite a different kind of mind set, keeping data about what you do. That's a
different mind set to monitor performance to measure your progress towards objective.
That means you have to be more selective as to what data you are collecting, not just
collecting the thing that you do, but it's related to objective defining of what we'e here to
do, and then to help work out if we are successful in doing this, then what sort of
information that would indicate that. This is a deep-rooted cultural management weakness
in some part of the organisation. People are not used to managing information to achieve

performance. A lot of people are simply used to collecting stats about what they do, and
they are a different kind of thing.” K.

57.421 HOW: Create Performance Culture

Managers suggested there is a need to create performance culture in order that staff

understand the objective for performance measurement. Discussions on performance culture
can be found in section 5.7.1.3.
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5.7.5 Key Element 3: Prepare Evidence of Performance

Figure 25 illustrates the main processes of Key Element 3.

5.7.5.1 WHY: Performance Review and Decisions Making (KES)

Managers needed feedback on activities to track performance. Analysis of data provides
evidence for managers to justify their actions, e.g. changing of strategies in view of
improvement. These could be management practices, processes, activities, or systems.
While the main reason agencies and public bodies prepare performance reports are for

accountability and transparency purposes, they also produce reports with different levels of
details and depth for internal management.

5.7.5.2 WHAT: Reporting Requirements
Managers determined user requirements at the onset for report design.
On deciding the content of reports, managers considered what is required as evidence of:

¢ Good or bad performance?

»  Good practices to share with others?

5.7.53 HOW: Identify User Group

The two main categories of performance reports for agencies and public bodies include:

i) external reporting- Annual Reports and Accounts, and Director’s Report.

ii) internal management reports- monthly, quarterly or annual reports, exception
reporting on urgent matters, and staff performance bulletin —department specific.

5754 HOW: Identify User Requirements

External Reporting

The two main reasons for external reporting are: to demonstrate accountability, and to
demonstrate success and improvement.

Managers described their main concerns with external reporting:

¢ To demonstrate the delivery of benefits and intended outcomes and impacts.

Set reporting templates based on the funding agreement, corporate plan or

assessments to facilitate the creation of linkages between audit activities and
performance.
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o Consider the criteria of disclosure of information as a public body, particularly on
issues such as transparency, simplicity and communication of public benefits
delivered and the robustness of published information. E.g. The requirements of
National Audit Office, queries from Non-Executive Directors or the Commissioner.

Internal Reporting

Different levels of reports require different levels of details intended for department or
corporate level.

0 Department Level
* Monthly Departmental or Divisional Reports

Reports inform the monthly performance review at department level. Monthly reports
contain more detailed information about every activity, and more extensive statistics
describing progress. Using these reports, managers were alerted on issues or problem areas
that might urgent attention. Some organisations required managers to make commentaries
explaining progress and actions taken to provide a clearer picture.

Some organisations encouraged directors to meet the senior management team informally on
a monthly basis to share their observations and highlight urgent matters.

¢ Corporate Level

Two organisations spoke of the senior management team meeting with directors informally
at the end of each month. Informal meetings were found to be useful as managers can share

issues which could potentially affect the other parts of the organisation, as related by this
respondent:

"We have once a month agency senior management meeting, these meeting are informal.
The CEO meets with the senior management team. The purpose of these meetings is to
go over what's happened over the last month and what's coming up in the near future, so
that everyone is aware of what is happening. We can swap information, if there is one
thing happening in one area which may affect another, the other would then know about it.
As part of that meeting each person gives a report about how well they are doing with
regard to their targets. This is a very informal meeting; there is no written report, just a
verbal report. The CEO will invite each of us to speak and as part of that we report what

we are doing and what is happening, what we are about to do and our progress against the
targets. Formal minutes are kept of the meeting.” H.
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e Quarterly Reports

When compared with monthly reports, quarterly reports are less detailed. A quarterly report

is sometimes based on exception reporting- highlighting problem areas instead of the long

list of regular reporting as found in monthly reports. Quarterly reports support performance
review at the corporate level.

5.1.5.5

WHAT: Feedback Informs Design of Measures

Managers were encouraged to provide feedback on their use of reports. This feedback

focused on several things:

5.75.6

the reports give useful and relevant information?

* think the challenge is that every year we need to make sure that every thing is kept fresh,
we shouldnt be automatically regurgitating the same ones (reports on measures) every
year. What's important to the business this year?, we change them (strategies) every year.
We have to make sure that the measures change to reflect what is important for the
business. it's important that the challenge of ‘are we measuring the right thing?”’ The basic
financial information will always be there, it's the other things that may change with the
business and new policies when something becomes more important.” DG.

HOW: Speak to Users Face-to-Face

Feedback was obtained through face-to-face discussions with users.

*The timing (of the review of the Corporate Plan) depends on the Government's spending
review timetable. Our spending review is every 2 years. We then know how much we are
getting; we then put our corporate plan together. We look at the existing corporate plan,
we identify the area of the corporate plan that relates to a director. And we go to that
director and have a face-to face meeting. We go through themes that they are in charge
of, the outcomes, the actions, and the measures. We have discussion of those, we have
some views on it, in terms of monitoring performance, which ones were working well and
which weren’, did we have problems getting data about these? Is the answer to the
question we ask every quarter always the same, i.e. 'l don't know this project, it has been
cancelled’ so there is case by that measure should be taken out from the corporate plan.
We would then put together a draft corporate plan after those discussions.” N.

Information they might require to enable them to carry out their responsibilities. This

feedback informs the design of measures: Did we measure the right things? Why didn’t

The reasons for this incongruence between user needs and the types of data collected can
include: measures were not appropriately designed, therefore they (the measures) were
not measuring the ‘right’ things; or some measures were redundant, therefore were

collecting overlapping data; or some measures were outdated, collecting data that were
no longer required.
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Feedback was obtained from having persons responsible for performance measurement to

attend meetings to identify what works and what did not:

"We always ask for feedback. E.g. With the annual report we specifically go out to ask the
Board, "How it this working for you? Is this useful for you? What do you think of that?* For
the key performance indicators report, we now sit in the meetings where it is discussed,
we've been asking for that for sometime, and it's just happened now. We get to discover
1st hand whether its been used the way it should be, whether it's been used to its best,
most useful way. | am aware that some people might be polite if | asked them ‘yes it's
absolutely fine.” So 1 try to use lots of different routes to find out if it's actually working, and
1 repeatedly say to people that, “if it's not right, just tell us and we'l change it and we'll
make it work for you.” It has to work. If something is not right we'll just scrap it and change
it it's very flexible. But we also dont let peaple get away with avoiding putting in
information that we think is important. We will suggest to them "we think you should report
this, we try to source for it and report it.” My boss also sits in on every meeting and gives
us feedback after every meeting "How did it go?7” “Not good yet.” M.

5.7.6 Key Element 4: Manage & Evaluate Project

Some organisations initiated or invested in project or partnership programmes as part of their

business plans to achieve business goals and objectives. Figure 26 visually display the main
processes of Key Element 4.

5.7.6.1 WHY: Evidence of Performance (KE3)

Managers reported used results from measuring and monitoring activities to manage and
evaluate project contributions and impacts. Results from project assessments (Key Element

4) informed the preparation of performance evidence (Key Element 3).

5.7.6.2 WHAT: Goals and Methods of Work

Based on the key business objectives, managers identified the possible prospects for project

initiation. Managers stressed the need to establish values or benefits before and after any
intervention.

5.76.3 HOW: Develop Value Statement

A value statement serves as a term of reference for impact assessment. Value statements
were created by identifying a list of key concerns (with the involvement of stakeholders).

The value statement expressly states for every key issue: what is now-‘before intervention’;
and what outcome(s) is expected —‘after intervention’.
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5.7.6.4 HOW: Create Project Manager and Project Team

Organisations would appoint a project manager or project leader, and establish a cross-

functional team by selecting members from various functional skills and expertise.

5.7.6.5 HOW: Develop Project Plan and Work Methods

Local project plans were typically written by the project team. The project team were given
the autonomy to set project milestones and design or select appropriate measures for
performance monitoring. This hands-on process rather than getting direction from above

provided the team with a sense of ownership over project performance

On project planning: one manager stressed on the need to focus on output and outcomes
rather than being input and activity led.

5.7.6.6 HOW: Design of Measures for Project

Measures ought to be designed to track impact delivery rather than just capturing the number
of products sold or services delivered. Each project needs to have clear outputs/processes
leading to immediate and longer term outcomes. These outcomes are mapped onto high

level objectives and key performance indicators (KPIs) making a strong connection between
individual projects and organisational performance.

5.7.6.7 WHAT: Project Evaluation

Project managers ought to evaluate projects on a regular basis, often dependent on urgency

of matters arising or the prioritisation of projects or the level of risk associated with each
project.

On design of measures, the concerns raised include:

Measures were simply indicators for signalling whether something has been
achieved or not, and they do not necessarily provide vital information of why

something is not happening, or how something can be done better.

Measures were also often too process-orientated, a concern highlighted by this
respondent:
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"For example, some 6 months project had taken 3 years to complete. Why? What
happened? It (Impact assessment) is a review whereby we can ask which projects have
the best interests for consumers within the resources we have. Before it (the management
of projects) was not working well as our measures were too process orientated and
superficial. Impact assessment is obviously moving projects forward” O

5.7.6.8 HOW: Intentions for Performance Measurement

The project team ought to understand the reasons for impact assessment reviews, and realise
the usefulness of feedback on results from those reviews for pushing projects forward rather

than being detrimental to progress. A challenge detailed by this respondent:

"One real difficulty is that people (operation directors) have got to behave corporately and
be collegiate. Sometimes it is a real behavioural problem, sometimes they would really try
hard to avoid an impact assessment review because some projects are very close to their
hearts and they wouldn't want them expose to arty severe scrutiny. They feel they have to
defend them. Sometimes people find it hard to let go of things.* S.

Without proper understanding, unnecessary red tape and paperwork may be created for
defensive purposes, making the system more bureaucratic. This process would directly

incur more costs labelled under ‘monitoring purposes’ without deriving the real benefits of
performance review, as expressed by this concerned respondent:

"Sometimes | feel things just go over the top, there is too much paperwork coming through
for just a project run by just 3 people. Like many government organisations, it's a piece of
defence, a way of sort of making sure that you can account to parliament, ...with the

scrutiny, you have to make sure that you are absolutely well-covered. The tendency is that
people can go over the top with bureaucracy.” S.

5.7.6.9 HOW: Conduct Impact Assessment

Managers highlighted the following questions for impact assessment:

¢ How many resources are allocated and how much was spent/used?
o How much benefit is there to consumer groups?

o What is the degree of involvement?

o Are investments still viable to continue?

e Are investments making the immediate impacts as intended?

e Are projects making valuable benefits to stakeholders?
(with reference to the value statement established with stakeholders)

¢ Do we need to realign our strategies with external changes?
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0  Activity-based Costing

One organisation has indicated Activity-based Costing (ABC) to be useful in supporting
impact assessment as it provides the break-down of costs and allocation of resources for

each activity:

"With ABC, let's say you have 2 activities: FOR one project you have 1 person responsible
for working on part of it with an estimated cost of £50,000 and subcontracting the other half
of the work for £450,000; FOR the 2 project-you have 10 people working on it and
nothing invested outside, also costing £500,000. Traditional accounting can't show that.
On top of that, based on traditional accounting, it would seem 1 person working on an
activity is better than 10 people. With ABC, you can also conduct risk analysis- A 1-person
project is of higher risk than a project of 10 people.”H.

0 Project Budgeting

One manager highlighted the possibility for flexible budgeting, and how regular review and

impact assessments allow the revision of strategies:

"We do flexible budgeting as well: we continue to assess the project and are willing to
spend more money if £10,000 can bring in more value. If you beat the budget and you
save money you get applauded, If your budget is £1 million, but you only spent £950,000
then next year's budget does not get cut back. We don't have to spend it all. You can use
all sort of performance measures explaining why, and if you play a rigid budget system,
then you can restrict the operation of business.” F

¢ External Consultant

Some organisations found having an external consultant to be helpful particularly when the
outcomes or impact appeared to be too complicated for the organisation to measure due to
lack of expertise. While for smaller-sized projects, impact assessments were usually

conducted in-house or by project owners:

"For smaller projects, the project owners will do the evaluation on the impacts by
themselves, we don't have resources to do it ourselves. Although there might be biasness
to have the owner doing the evaluation but it also means the person doing the evaluation
understand the project. It's a balance between the cost of recruiting people whose sole job
is evaluating small projects and the benefits derived from such activities, and we have no
funds to have someone to look at that.” O.

5.7.6.10 'HOW: Summary on Project Progress and Contributions

Project evaluation results were reported as a quarterly summary. This summary served a

formal communication between the senior management and the project team.,
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5.7 Key Element 5: Review Performance & Make Decisions

5.1.7.1 WHY: Influence Performance Behaviour (KE6)

Some managers strategically used performance information to motivate staff performance.
Managers need performance information to feedback to staff on their progress. Performance

feedback is a way of communicating what success means in real terms.

57.7.2 WHY:: Drive Improvement (KE7)

Performance information gives an indication of how well or badly one has performed but it
does not provide information on how or what needs improvements. The feedback on the
results of measuring and monitoring activities inform decisions about future plans for the
organisation, e.g. which direction should it take, or which business area needs improvements
and why? Some managers conducted performance reviews to identify what specific area of

work or process needs improvements and how improvements can be achieved.

Performance reviews were reportedly conducted at two different levels: departmental and
corporate level.

5.7.1.3 WHY: Demonstrate Success (KES)

Most organisations surveyed indicated that they review performance to track achievements

to enable the demonstration of success, which was essentially compliance to the external
reporting requirements.

5.7.7.4 WHAT: Performance Culture

For performance reviews to be meaningful, organisations need to clarify their aims at the

onset: Why review performance? How would the organisation perceive under-performance?

57.7.5  HOW: Getting Buy-in

Presentation of information plays an important role in engaging people’s attention. Some
examples provided by respondents include:

the use of appropriate charts, graphs or traffic light system to highlight issues;

consistent format and report layout to help assimilation of information; and

rather than full reporting the use of exception reporting to highlight the essentials.
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Feedback from directors on the type of information they required for decision making and

on the desired way the report is presented can help gain the necessary level of engagement

during review meetings.

A respondent described the challenge he faced in his attempt to get staff to use performance

information, and stressed on the need for buy-in to performance measurement and making
measuring and monitoring relevant to their job:

"My big concem is that people want to read it (performance reports). And | have a firm
belief, most people like pictorial presentations, they don't want to or need to look at the
detail of why those numbers are going up. That's fine. We have users of different levels.
The use of charts and narralives, which does not have to be in great detail and the reports
pick up 2/3 key issues about each of the targets. The intention is to help people
understand and to help them think about it because in my experience it's very easy to
make performance measurement something that other people do and I don't need to.
Actually | think everybody needs to do it the challenge is to make people want to rather
than need to is a different matter. Getting that buy-in and relevance of it, getting used to it
and the power of information is important. We run workshop and master classes to get
people to understand, 'this is saying something about performance and this is the sort of
thing that you could do with that information. This is that transition from data to

information, | think. The workshops focus on showing people what they can do with the
information they get.” L.

5.7.1.6 HOW: Encourage Ownership of Key Targets
Directors were assigned a set of key performance indicators, in that they were made
personally accountable for the progress their department has made with each key target.
5.1.1.7 HOW: Use Directors’ Commentaries
Through the effort of making commentaries on their decisions, directors were in a better
position to do the following four things:

¢ Increase the level of ownership and accountability towards performance.

o Take necessary corrective actions at the relevant level.

o Actively pull together the list of issues faced at department level which are worthy

of c'liscussions at informal monthly meetings with the CEO and at corporate level
review.

Directors have an increased understanding of how their units are contributing

towards the organisation as a whole. This better understanding encourages
discussions at corporate level review.
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5.7.7.8 HOW: Appoint Strategic Group

Some organisations found it useful to have an appointed strategic group to critically assess
the suppositions made in the commentaries. This exercise encouraged directors to give ‘that
little more care’ in terms of performance reporting and by having this additional assessing

group, sponsors or independent auditors have greater assurance about the robustness what is

being reported.

5119 WHAT: Departmental Level Review

Managers conduct monthly progress reviews. They require feedback on the results of
activities carried out within their department which will inform their next course of action.
Regular review at departmental level enables a quick response to urgent matters which
would otherwise be dealt with too late if it were to wait for senior management to review
and act on them. See Figure 27,

5.7.7.10 HOW: Review Questions

The questions asked for performance review at this level usually cover the following:

¢ For on-going initiatives or projects- are we making impacts as expected?
o Are we making progress towards more immediate outcomes?

o Are we achieving our goals?
o Are there any issues needing urgent attention?

o What needs improvements, and what can be done?

5.7.7.11  HOW: Highlight Issues for Corporate Level Review

At department reviews, issues (of under-performance) may be highlighted for discussions at
corporate level review. These issues may be common across the organisation or be the

consequence of lack of performance which may affect performance of other business
objectives.
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5.7.7.12  WHAT: Corporate Level Review

Performance issues at department level that require further deliberations are highlighted in
quarterly reports for corporate level review. In some cases, exception reporting seemed to
work well in highlighting problem areas. Corporate level performance review was officially

held every quarter. Figure 28 shows corporate level review.

KES
INFLUENCE KE7 KES

PERFORMANGE |1 DRIVE IMPROVEMENT DEMONSTRATE SUCCESS | ., |
BEHAVIOUR (EXTERNAL REPORTING)

KES: REVIEW PERFORMANCE & MAKE DECISIONS
CORPORATE LEVEL

INFORMS
(1) KE2MEASURE & MONITOR
ACTMTIES o Are things going on track?
(2) KE3 PREPARE PERFORMANCE o Evaluate progress against business drivers
EVIDENCE o Impact assessments
o Risk Analysis & Risk Mitigation
o Value for money
> Identify best practices
> Identify performance barriers
» ldentify what staff have actually done
> Track where we should ba with targets we wanted to achieve
> |dentify areas hitting target without challenge

o Consumer satisfaction
> Track defivery against consumer needs
» Track defivery against consumer wants

o Project § partnership investments
KE3: PREPARE > m progress
PERFORMANCE EVIDENCE > Track vbity

Track delivery against value statements
USE QUARTERLY REPORTS : Impact assvg:gnts e

Figure 28 Key Element 5:Review Performance & Make Decisions: Corporate Level
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5.7.7.13 HOW: Identify Key Review Areas

The review process is reported to cover three broad areas:
(i) Key business drivers

o Are things going on track? Where are we now, and where should we be?

¢ Review impact assessments

o Risk analysis & risk mitigation

o Review performance against Value for Money
o Identify best practices, performance barriers

o Identify what staff have actually done

o Identify areas hitting targets without challenge.

(ii) Consumer satisfaction

e Track delivery against consumer needs

o Track delivery against consumer wants

(iii) Project and partnership investments

Track progress

Track viability

Track delivery against value statements

Review impact assessments.

Outcomes from performance review at departmental level informed corporate level
decision-making and planning, and the preparation of annual and directors’ report,

5.7.7.14  HOW: Conduct Informal Meetings

Some organisations held informal meetings between the Chief Executive and directors for

feedbacks and updates on urgent matters as and when necessary rather than the formal
monthly or quarterly review meetings.
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5.7.7.15 HOW: Adaptive to Change

Organisations responded to (internal and external) forces of change by adopting a more
flexible approach to management, in this case a flexible approach to performance
measurement and monitoring. Priorities may change due to a change in government
policies; hence measures and targets may also change accordingly. This flexibility allowed

constant reviews and updating of corporate strategies, measures and targets.

57.7.16 WHAT: Target Plans and Review of Strategies

Corporate level review provides senior management with the necessary information for
decisions in terms of performance measurement, such as external reporting, updating and

review of measuring and monitoring activities, and preparing the proposal for targets and
budgets.

Directors constantly reviewed the organisation’s capability to meet targets. Performance
review informed target planning and revisions to strategic and operational plans. Figure 29

on page 162 demonstrate the revisions and updates to operating plans of Higher Education
Funding Council.

5.7.1.17 ' WHAT: Design of Measures

The performance review process informs design of measures:

Some actions and measures do not complement organisational goals and objectives;
and/or

o High emphasis on activities that are no longer high on the priority list, making some
measures less important or even redundant.

This feedback informs the design and selection of measures.
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Appendix A

Revisions and updates to the operating plan activities

in April 2008

_Activity in 2007-08

Update for 2008

A1: Continuous
improvement of learning
and teaching

Key outputs - target date
2007

A new audit method
successfully initiated, and
better co-ordination among
the Quality Assurance
Agency, other external
review agencies, and
professional and statutory
bodies that reduces or
eliminates duplication in the
external review process.

A re-launch of the teaching
quality information web-site
(www_tgi.ac.uk) and active
use of the site by students,
institutions and employers.

A new Quality Assurance
Agency method of reviewing
HE in FE published after
consultation.

A Higher Education
Academy-led enhancement
programme that focuses on
priority areas identified from
national audit outcomes and
reflecting institutional
priorities.

Interim evaluation of the
Centres for Excellence in
Teaching and Learning
programme showing
evidence of innovation,

A1: Continuous
improvement of learning
and teaching

Key outputs — target date
2009

Review of Teaching Quality
Enhancement Fund
completed.

A re-launch of the teaching

quality information web-site
and active use of the site by
students, institutions and

employers. FECs included in
web-site data.

Interim evaluation of the
Centres for Excellence in
Teaching and Learning
informs future policy on
investment in excellence and
enhancement.

A Higher Education
Academy-led enhancement
programme that focuses on
priority areas identified from
national audit outcomes and
reflecting institutional
priorities.

All HEIs offering programmes
to new teaching staff (or
enabling staff to register on
Higher Education Academy-
accredited programmes) that
are accredited by the Higher
Education Academy and
referenced to the
Professional Standards

The output ‘Review of
Teaching Quality
Enhancement Fund
completed’ is new for this
update.

The output relating to
teaching quality information
has been updated to reflect
our aim to include data from
FECs on the Unistats web-
site, and the output relating
to Centres for Excellence in
Teaching and Learning to
reflect how we are seeking to
use the findings of the
interim evaluation.

Other outputs have been
rolled forward to reflect their
continuing nature: the Higher
Education Academy
continues its enhancement
programme; HEIs continue to
offer programmes to new

teaching staff on professional
standards; and our

development and
implementation of our HE in
FE strategy continues
through a pilot phase.

Rationale for change ‘

Figure 29 HEFCE: A Revision to Operating Plans

Source: hitp://www.hefce.ac.uk/aboutus/opplan/2008/opplan.pdf Access date: 23 March 2009
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57.8 Key Element 6: Influence Performance Behaviour

Figure 30 visually represents the main processes of Key Element 6.

5781 WHY: Drive Improvement (KE7)

A performance review enabled management to derive strategies to influence behaviour
(KE6) with a view toward improvement (KE7). There was increasing recognition that

people are one of the fundamental infra-structures for achieving outcomes. Some

organisations were putting more emphasis on shaping the desired staff performance

behaviour. Many organisations were doing this through performance measurement.

57.8.2 WHAT: Performance Information

Performance information can be a vital tool for influencing performance behaviour, to drive
efficiency, and a key to organisational learning and improvement. From respondents’
experience, performance measurement worked well when it was used as a means to drive

improvement. For performance measurement to be a success, managers stressed the need
for a climate which encouraged learning from past experiences.

Managers used selective performance information:

to facilitate an increased understanding of the happenings in and around the
organisation;

to create an awareness of how each division contributes to the organisation as a
whole; and

to emphasise the role of staff in contributing towards a robust and reliable measuring
and monitoring activities.

A respondent expressed her intention of feeding back to staff on the quality of the

performance report with an aim to enhance the robustness of data and to improve
presentation, layout or content:

"If we have the time, we would actually gather all the staff who contribute to a single report
together. "OK this is the report, this is the final product that you contribute to.” And perhaps
have some anecdotes about what corporate management team think of the report, to give
the contributors an idea of how the information they provide is perceived of the other end.
So they can now say: "They don't understand that and why?" That's when they need to
change it and make it more accessible. | would think about: What can we do to help the
staff understand what their contribution is and how important the data is, and how
important it is for what they contributed to be correct.” M,
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5.7.8.3 HOW: Gain Staff Cohesion

Managers stressed the need to gain staff @cohesion through a better understanding of

corporate goals and objectives to allow buy-in to performance measurement initiative.

5.7.84 HOW: Celebrate Success

Managers provided feedback on staff performance, e.g. celebrating successes provides staff
with a sense of achievement, and recognition about their work, hence giving them a positive
feeling about how they do their job.

5.7.8.5 HOW: Communicate Expected Work Standard and Quality

Managers used performance information to create awareness about the quality of services

and to update staff with work progress. This information also enabled staff to relate their
work to overall organisational objectives.

5.7.8.6 HOW: Feedback on Measuring and Monitoring Activities

Some organisations took a step further in their attempt in encouraging the use of
performance information. They conducted internal staff survey on what worked and what

did not work to gauge acceptance of existing performance measurement approaches.

5.7.8.7 HOW: Devise Mode of Communication

Some methods of dissemination of performance information include:

o Publishing performance information on an intra-net
e Making announcements at annual staff dinner/conference

Putting an abridged version of performance information on respective department
notice boards.

5.71.8.8 WHAT: Sense of Ownership

Better understanding and greater cohesion was found to be beneficial in two ways:

1. it helped create a platform for more meaningful discussions during performance
review; and

it helped create an awareness of the usefulness of performance information for work,

and hence helped develop a sense of ownership of performance information.
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5.7.89 HOW: Provide Regular Feedback

Managers needed regular feedback on functional activities. This “information was an
important element for operational level decisions (refer to Departmental Review). Regular
feedback also created a better understanding of how performance information can help with
work at different levels, i.e. from directors to operational staff. This understanding in turn

would encourage a sense of ownership of performance and performance information.

5.7.8.10 WHAT: Ownership of Individual Objectives

There processes adopted to encourage ownership of individual objectives include:

5.7.8.11 HOW: Project Team Write Local Plans

Refer section on Section 5.7.6 Manage and Evaluate Project, page 150.

5.7.8.12 HOW: Encourage Self Assessment;

Only two organisations adopted staff self-assessment to complement the performance review
process. Staff engagement in self-assessment helped highlight problems sufficiently early
for corrective actions to be taken at a personal level. A respondent emphasised the need for
honesty and self awareness to achieve a beneficial experience with self-assessment. In

addition to self-assessment, independent external scrutiny would encourage honesty in
reporting:

".we have to do our assessment, for those assessment so far, we have different feelings in
different places as to how honest you are in your self assessment. In the end those people
who have not be honest with their self assessment will get at the worst final assessment,
because lack of self awareness is a huge crime, self awareness that you're weak and
Yyou're working on something is less of a crime, then totally belief that you're fantastic. |
think that sort of NAO push to do this self assessment, it's a very good way of pushing the
executives and the board to be honest in understanding areas where we could improve our
performance.  Self assessment is actually a better way than external assessment of
bringing out our weakness, if we are honest. Well if self assessment with no external
pressure, people would lie. If self assessment is shared externally, there is a bigger
pressure to really use performance information to do something. It would work if there is
external assessment following the self assessment.” O.
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Another success factor for self assessment would be the commitment towards a supportive

rather than a punitive culture. It was suggested that management ought to provide corporate

support for problem solving, as explained by a respondent:

"People have sort of an experience with things that went wrong at the last moment, we
have to go back to them and say is this because you were not being entirely honest and
open in the early stages. What we are trying to do is encourage people to quickly signal if

there is problem and allow there to be corporate Strength around the response to support
the solving of the problem.” S

5.7.8.13 HOW: Establish Staff Individual Objectives

The two major issues involved in establishing staff individual objectives might include:

i) The need for Directors to create 2™ level target based on assigned key performance
indicators (KPIs). For these targets, appropriate measures were those that best

encapsulate the work they are doing and that would provide feedback on results of
their actions and best summarise their achievements.

ii) The need to establish a manner in which how staff identify their objectives with
specific measures.

The following were some considerations when establishing staff individual objectives:

Staff involvement in departmental planning processes rather than just being told what
their individual objectives are and what needs to be done.

e Clarify the link between individual objectives and business and corporate plans.
Common practices include: conducting in-house workshops, having regular
discussions with line managers, and to have the CEO give talks in seminars, and to
produce written guidance about performance measurement.

¢ Train line managers to implement measuring and monitoring activities.

Below is a suggested checklist for line managers to clarify work expectations on staff
performance:

¢ Do staff know what they need to do?

o Do staff understand what success is in real terms?
¢ Do staff know what outputs are expected of them?
e Do staff know what standards to achieve?

¢ Do staff need training?
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5.7.9 Key Element 7: Drive Improvement

Twenty out of the 22 participating organisations indicated the implementation of some kind
of performance measurement with the intention to drive improvement: *...using

performance measurement as a quality model as opposed to a bean counting model.” J.

5.79.1 WHY: Demonstrate Success (KE8)

Agencies and public bodies strived for improvements as they continually need to justify their
existence.

Evidence of improved performance (KE8) helped substantiate agencies’ negotiations (with

their sponsoring department) (KE9) for increasing their year-on-year budget.

5.79.2 HOW: Establish Senior Management Commitment
Senior management team commitment was vital to drive improvement. The senior

management team ought to create a climate supportive of such orientation.

5.7.9.3 WHAT: Catalyst for Improvement

A change in policies might trigger a need for improvement, for example a change from
being a service provider to a strategic regulator. An example of a catalyst as reported by

interviewee was the government initiatives on cost saving such as the Effective Government
Initiative.

5.79.4 WHAT: Performance Review & Organisational Capabilities

Performance reviews helped identify specific areas for improvement; they were an
alignment check between capabilities required and capabilities available for intended
improvements and outcomes delivery; and they measured the associated risks involved in

evety level of improvements. Detailed discussions on the ‘how to® are presented in Section
5.7.7 Key Element 5, page 155.

5.7.9.5 WHAT: Influence Performance Behaviour

Managers used internal communications strategically with a view to drive improvement?
They celebrated successes to acknowledge staff performance, to communicate expected

work standards and quality, and to impress on staff what ‘real’ success means. Detailed
discussions on the ‘how to’, refer to Key Element 6.
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5.7.9.6 HOW: Set Challenging Targets

Targets must be set to push employees do that ‘little bit more’ than just achieving their

targets it but also delivering better quality work or service at all times.

5.1.9.7 HOW: Conduct Regular Review and Planning

The senior management team ought to show commitment towards organisational growth
through actively initiating and engaging in quarterly revisiting strategies and planning, rather

than the traditional yearly planning event. See Section 5.7.7, Key Element 5, page 108.

5.1.9.8 WHAT: Behavioural Issues

Staff generally perceived changes in their work environment to be associated with an
increase in their workload and there was almost always a fear of the unfamiliar, hence
changes were not usually welcome. These feelings of fear and misconceptions would
normally be manifested in acts of resistance. Managers acknowledged the need to address

behavioural issues to enable any structural, process or work practice improvements to take
place.

5799 HOW: Deal with Behavioural Issues

One performance manager indicated that in order to obtain staff engagement with
performance measurement, there is a need to communicate and clarify the intentions of
measuring and monitoring activities. Some managers found it useful to give presentations on
the introduction of new techniques or tools such as the use of a corporate scorecard. The
presentations usually aimed at explaining how the plans would work and to give reassurance

they (the new tools or techniques) were not as complicated as they might seem.

"What else is working well, having invested over the last 6 months or so in revisiting the
corporate performance scorecard and the architecture of it, we've simplified it and re-
launched it within the organisation. And | think feedback from the people I've spoken to
and I've just done a couple of overseas workshops have been helpful to get people re-
engage across the globe. | think simplification is a helpful thing, being clear about what
Yyou're measuring and why. And I think we are getting the message across.” U.
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When there was a lack of buy-in or commitment towards a proposal for the design of more
outcome orientated measures, one manager put it down to his ‘not-very-successful’

marketing scheme in promoting it.

"l had in previous years tried to do that but was very disappointed indeed. | couldn’t get
sufficient buy-in from all divisions to do the kind of things you need to do. It's a very difficult
thing to do, develop outcome measures. In many things, are you really improving the
public health, it's a very complex question. So we have lots of output measures, it's a very
time intensive job. | haven' had any time to do any. |didn't get enough buy-in, it might
have been the way | approach them (division directors). | gave them a potential
methodology for developing outcome measures. | didnt market it properly. It was not very
successful even when they were involved in the process planning to do this. 1d like to see
it done, I've tried doing that but | have not succeeded.” R.

5.7.10 Key Element 8: Demonstrate Success

One of the key uses of performance information for agencies and public bodies was to

demonstrate achievements and successes, in particular demonstrating transparency and
accountability.

5.7.10.1  WHY: Negotiate Key Targets and Funding (KE9)

Agencies and public bodies were constantly required to justify their viability as an on-going
concern. With a budget tied to performance, it was implied that they need to continually

demonstrate their ability to improve and deliver outcomes and benefits as expected.
5.7.10.2  WHAT: Design of Report

Managers indicated that there were more pressing issues than the usual clarity of layout or
ease of understanding when it comes to the design of external report. They were concerned
with representation of the linkage between performance information and the structures of the

funding agreement and budgets. They also described the main considerations for the design
of report to include:

¢ What would the funding organisation, the Treasury, Cabinet Office or
the National Audit Office need to assess how well public money is
spent and what is being achieved with it?

What would the funding organisation, the Treasury, Cabinet Office or
the National Audit Office need to be convinced how well we are
managing performance and improvements with measures?

0 Would the contents potentially satisfy most internal and external audit
queries? ‘
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5.7.10.3
One organisation found it useful to benchmark reports with criteria set by certified
external bodies, such as the Mercatus Centre of Assessment (www.mercatus.org). It
was useful for the team responsible for performance measurement to go through the

assessment questions informally as it gave them an awareness of what makes a good

report.

Refer to the Cabinet Office’s guidelines on what measures to present,
over what period and how to classify or group measures?,

Has the quality of performance data been considered? Provide
discussions on the quality and robustness of performance data, and
actions taken to validate data, e.g. the appointment of a strategy group
to critically assess data at the point of preparing reports.

HOW: Benchmark with External Certified Bodies

"We use the Mercatus Centre of Assessment, it's American. It subjected me to analyse
how we disclose information as a public body. | find it useful. There are 12 very simple
questions that they asked, how transparent, how simple things are reported, how it
illustrated what benefits there are for the public, very simple stuff. Our report was
evaluated using a number of criteria. How transparent is our information? What does the
organisation do for the public, have we demonstrated that? Do we look forward? It is really
thorough. They use a score of 1-5. In some areas we did very well, while in some we
didn®.  The questions they use for the evaluation are very simple. (accountabilty and
scorecard). We also use the Health Check Benchmark. We did something with a few of
our departments and | find it useful. Sometimes 1 find it useful to fill in the questions with
key staff, but | didn't do any specific action afer that, but | think it made people think by
sitting in going through the questionnaire, made people think about how we compared with
other organisations. | didn't specifically have to come out with any actions.” M,

5.7.104  WHAT: Proposal for Target and Budget

The results from a performance review informed decisions on target review, design of

measures, and business strategy review. At that stage, the senior management team also

identified the set of key challenges for the forthcoming year, This information informed the
preparation of target plans and budget proposals.

5.7.10.5 HOW: Create Strategic Group

Some managers felt it was helpful to have a strategic group overlooking the proposal

preparation process, and advising on issues that arose.

2 Next Step Agencies: Guidance on Annual Reports, Cabinet Office, October 1998.
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In some cases, the same strategic group played the role of an interpreter for performance
information, a similar role in supporting impact assessments; see Key Element 4: Project
Evaluation. They sometimes critique the suppositions put forth by directors in their
commentaries, see Section 5.7.7.8 and finally, they also facilitated the negotiation for

funding and target plans with the sponsoring department, see Section 5.7.11.2 .

5.7.10.6 HOW: Obtain Feedback and Approval

The proposal for target setting and plans, and the budget for the next financial year have to
gain the approval from the non-executive directors, in some cases, the commissioners. The
non-executive board would provide feedback on the proposal for changes before being

finalised and submitted to the sponsoring department for negotiation (Key Element 9).

5.7.11 Key Element 9: Negotiate Target Plans and Funding

An effective performance measurement approach ought to provide useful performance
information to enable agencies and public bodies negotiate for funding and target plans with
the sponsoring department. This is an essential process for the finalisation of framework

document or funding agreement. The process for negotiation is depicted in Figure 31 below.

5.7.11.1  WHY: Inform Goal and Objectives Setting (KE1)

Organisations need to negotiate target plans and funding to finalise their framework
document or funding agreement. This document, as discussed in Key Element 1, sets out the
goals and objectives for the organisation. The results from a negotiation process may
introduce new target mandates, budget plans or policy changes, which would almost always

require some revisions to existing goals and objectives (Key Element 1).
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KE8 DEMONSTRATE KE9 NEGOTIATE KEY KE1

B
SUCCESS TARGETS AND FUNDING
INFORMS
] INFORMS
Faclitatod by PROPOSE/REVISE DRAFT | FEED:ACK -
r~—» FRAMEWORK DOCUMENT OR
Strategic Group FUNDING AGREEMENT APPROVAL
INFORMS
KES
REVIEW PERFORMANCE & MAKE DECISIONS
DECIDE WHAT TO PUBLISH
o Consider assessment criteria
o Demonstrate successful delivery of expected benefits and outcomes
"|le Set reporting templates inline with funding agreement and Corporate
Plan

o Consider auditing criteria:

> subject to Commissioner questioning

» subject to extemal independent auditing (NAO)
» achieve transparency

> ensure reliability and validity

Figure 31 Key Element 9 Negotiate Funding

5.7.11.2 HOW: Strategic Board to Facilitate Negotiation

Some larger organisations found it useful to have a Strategic Board, consisting of a senior
management team and representatives from the sponsoring department to maintain a

dialogue with the sponsoring department with regard to target planning and budgeting.

"What we do in the end is to get them involved in designing the process (measuring and
monitoring activities & targets), so this is what the monitoring process will deliver, that's
normally negotiable, that's got to go to our sponsor and we ask ° if you don't like what's
going on now, then how should we do it?” So, we are trying ownership of the monitoring

process. We try to talk to them rather than doing it in writing, we try to help them to see the
usefulness of performance information.” T.

5.7.11.3  WHAT: Target Plans and Budgets

This stage of preparation was informed by the Annual Reports and Accounts and the

Director’s Report; and feedback from the negotiation process. Some issues for consideration
include:
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s Why is the organisation given this money?

= What should our priorities be from the government or sponsoring department point
of view?

s What are the key areas we will be measured against?

»  What are our capabilities in delivering what is expected of us as an organisation?

5.7.11.4 HOW: Obtain Feedback and Approval

Participating organisations suggested submitting a draft copy of target plans and budget for
feedback and approval by the Non-Executive Board of Directors or Commissioners before
being sent for approval by ministers.
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5.7.12 Summary

The Part B of Phase Il reports on the detailed exploration of each key element of
performance measurement practice. The report aims to provide in-depth understanding into
each key element in terms of the reasons for the occurrence of each key element, the issues
that evolved around each, and the actions or approaches that were necessary for the
occurrence or to deal with those arising issues. Evidence of data collected during interviews
was inserted in the relevant sections of this report, and data display for each key element
(Appendix 8 on page 249) were created to support theory building and to keep findings
‘grounded’ on data with an aim to put forth a convincing argument. Part B reports only on

the findings. The implications of these findings on the wider literature were dealt with in
Section 5.9 on page 184.

The discussions start off with highlighting the issues that were related to an organisation’s
readiness for performance measurement. This was followed by the reports on, for each key

element, the WHY, WHAT, HOW, and WHEN. Process flow diagrams are used, where
necessary, to depict the processes involved.

Findings revealed the four fundamental issues for organisation’s readiness for performance
measurement which include having strategic nuance to management process, the role of
leadership and a process champion, a climate supportive of performance culture, and an
awareness of the potential perverse effects resulting from performance measurement. Some

examples of action taken by organisations to ameliorate such effects were presented.

The majority of the participating organisations agreed on the importance of setting goals and
objectives to enable the measuring and monitoring of the ‘right’ activities. They stressed on
the need to identify stakeholder groups and their key concerns while keeping a focus on the

framework document or the financial memorandum which guide the organisation’s aims and
objectives.

To be effective, performance measurement need to be purposeful and relevant.
Organisations rely on relevant performance information to observe the change in
performance over time, tracking of performance to enable (i)the preparation of evidence of
performance and the output of which is normally in the form of different types of reports;
and (ii) the management and evaluation of projects. Examples of method or approach used
to cascade a corporate plan, design of measures, and target setting were presented. Design of

measures was also a topic of common concern, participating managers cited some of the
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challenges faced. Discussions on the decision to use of IT for performance data
management, and the decision to use some kind of frameworks, such as a BSC or EFQM, for
structuring of measuring and monitoring of activities were also presented. Participating

managers were aware of some convictions that staff have about performance measurement

which may hinder successful implementation.

To be effective, performance information need to be relevant to enable reviews of
performance and decision making. User requirements were found to have some major
impacts on report designs in terms of contents, layout and the level of details (full or
exception reporting), and performance managers reported actively sought for user feedbacks
to improve reporting. Some organisations were reportedly using templates based on the
structure of funding agreement and corporate plan to show the linkages between spending
and actual benefits or outcomes delivered in their attempts to demonstrate successes to key

stakeholders. Feedbacks from users, both internal and external, informed the design of
measures and the design of reports. '

To be effective, performance measurement need to be relevant to its intended purpose(s) e.g.

For project management, performance information need to be relevant to enable the
management and the evaluation of projects. The project assessment criteria and the feedback

from project evaluation (users of reports) would shape the design of measures and the
preparation of future reports (performance evidence).

For motivating staff performance: performance information need to be relevant to enable the
influence performance behaviour with a view towards improved quality and service delivery.
Evidence of improved performance was helpful in creating a case to justify negotiations for

an increased year on year budget, or in some cases, sustaining the very existence of the
organisation.

For the demonstration of success: performance information need to be relevant to enable the
demonstration of effectiveness that meets government assessment criteria and the

demonstration of the linkages between the need and use of funding and outcomes delivered
or to be delivered.

For negotiating key target and budgets: performance information need to be relevant to

enable the justification for an increased year on year budget and for a change to existing key
targets.
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The next section, Part C presents the findings on Inter-Systems Comparisons. The
comparative analysis was guided by the matrix of performance measurement systems (Phase
I) see Figure 10, page 81. The discussions were based on the four categories of system:

New-Unstructured, New-Structured, Mature-Unstructured and Mature-structured.

Part C is followed by the Discussions and Conclusions of Phase II findings, where the

implications of the overall findings on the wider literature are presented. This section

concludes the discussions on Phase II.

Phase 111 of this study deals with tool development and the preliminary tool testing,
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5.8 Part C: Inter-Systems Comparisons

5.8.1 Introduction

This is the third and final instalment reporting the findings of Phase II. Part C presents only

the findings on inter-systems comparisons on key elements of effective performance
measurement practice.

Using a comparative analysis approach, the key elements of performance measurement
practice for 22 participating organisations were compared and contrasted. These 22
frameworks are categorised according to their attributes based on the two dimensions of the
typology. The four-category systems: New-Unstructured; New-Structured; Mature-
Unstructured and Mature-Structured, a typology derived from Phase I findings (refer to
Figure 10, page 81) was used to provide a more systematic review. A data display matrix for
this comparative analysis is presented in Table 15, page 182.

A comparative analysis of systems is useful in creating a better understanding of the
differences and similarities in the key elements of performance measurement of different

categories. As with the other two parts of Phase II findings, arguments stated here were
derived from data collected during interviews.

evidence in support of Part C findings.

Data display matrices are appended as

Each of the 22 frameworks was presented using diagrams in Appendix 9 on page 250.
Arrows are used in these diagrams to show the inter-connections between key elements in

the same manner as in Parts A & B. A narrative is placed on each arrow to describe the
inter-connections.

5.8.2 Systems and Key Elements

In comparison, there were no major differences at a macro-level between the 4 categories of
performance measurement systems in terms of key elements. Table 15 is a meta-matrix
displaying the key elements of performance measurement relevant to each category and each
organisation. Most of the key elements were applicable to each category of systems except
for ‘KES Manage and Evaluate Projects’ as not all organisations adopt a project management
approach; only three organisations uses performance information to manage and evaluate
projects. There were, however, differences in their approaches and the way in which they

practice performance measurement, these were discussed and presented in Part B,
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At a micro-level of analysis, for each size, each category of systems was compared and
contrasted in the following two areas: intemally or externally driven improvement and if
performance measurement was ad-hoc or developed as part of strategic management. See

Appendix 10 (small), Appendix 11 (medium) and Appendix 12 (large), from pages 251 to
253.

5.8.2.1 New and Unstructured

There were six New-Unstructured systems. Of these, only one measured and monitored
performance to enable the evaluation of projects (KE4). This was because this particular

organisation operated project-based business. On a macro-level, apart from KE4, there was
evidence for the other key elements.

Small -Three systems, two rated as good (Organisation A & B) and one as limited.

Limited effectiveness-Organisation C: Their system, at the time of the research, was

rated as limited because they had not finalised their corporate plan, hence the system

was not ready to measure outcomes.

Across all three systems: The focus was to incorporate performance measurement as
part of their strategic management process. They attempt to change performance

mindset as well as improve service delivery. Their improvement was internally and
externally-driven.

Medium -There are two new-unstructured systems, one rated as good, the other adequate

Organisation D (good): It was apparent from the evidence improvement was
externally-driven.  Their system was rated as good because performance
measurement was enabling the demonstration success in terms of hitting targets.

There was no evidence for the incorporation of performance measurement as part of
management process.

Organisation E (adequate): There was evidence to demonstrate how their drive for

improvement was internally and externally driven. They aimed to satisfy the
requirements of meeting targets as well as demonstrating improved effectiveness and
value for money, as well as learning to manage work better. There was evidence for

performance measurement was being developed as part of a coherent management
process.
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There was no participant from large organisation.

5.8.2.2 New and Structured

Only one new-structured organisation conducted project-based business and hence they
managed and evaluated project performance. At a macro level, there were no other

differences in terms of key elements for this category.
Medium: Two systems, rated as adequate (Organisation F & G).

The drive for improvement for these two was internally as well as externally driven.
They indicated the use of performance information for learning, improving-service
delivery and meeting the sponsoring department’s priorities.  Performance

measurement was not ad-hoc but developed as an integrated management process.

Large: Seven systems, two rated as excellent (Organisation I & H) and five as good
(Organisations J, K, L, M, N).

Across all seven systems, the drive for improvement was externally, as well as,
internally driven. These organisations strived to learn and improve from past-year’s
performance with a view to justify their budget proposals. There was evidence for

all organisations for performance measurement was being developed as part of a
coherent management process.

5823 Mature and Unstructured

Only one mature-unstructured organisation measured and monitored performance to evaluate

projects. Apart from this, all the other key elements were applicable to this category.

Large: four systems-two rated as adequate (Organisation Q & R) and two good (Organisation
O &P).

The drive for improvement for all four organisations was internally as well as
externally driven. They have indicated the use of performance information for
learning, improving-service delivery and meeting the sponsoring department’s

priorities. Performance measurement was an integrated management process rather
than being developed ad-hoc.
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5.8.24 Mature and Structured

None of mature-structured systems measured and monitored performance to evaluate

projects, and all the other eight key elements were applicable.

Large: Two systems-rated as adequate (Organisation U & V) and one rated as good
(Organisation S)

The drive for improvement for both adequate and good systems was internally as
well as externally driven. They indicated the use of performance information for
learning, improving-service delivery and emphasising accountability. Performance

measurement was an integrated management process rather than being developed
ad-hoc.

5.8.2.5 Size of Organisation

The evidence from the study showed that small, medium and large organisations were using
more structured frameworks for performance measurement. There was no indication that the
size of the organisation prescribed how organisations measure and monitor performance.

The nine key elements of performance measurement were found to be applicable to all three
different sizes of organisation.

5.8.2.6 System Effectiveness

The systems being studied range on a continuum of effectiveness from limited to excellent.
Evidence also showed systems of all levels of effectiveness were striving to use performance
information to drive improvement. Again, the nine key elements of performance

measurement were found to be applicable to all levels of system effectiveness.
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5.8.3 Summary

There was no clear evidence to indicate that the iterative framework and the nine key
elements of performance measurement were not applicable to any specific categories of
system, different size of organisation or different perceived level of effectiveness of system.
It is therefore reasonable to infer from the findings of this comparative analysis that
regardless of the category of system, size of organisation, or the perceived level of system
effectiveness, the emerging nine key elements of and the resulting framework for

performance measurement practice is applicable.
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5.9 Discussions and Conclusions of Phase II Findings

This section pulls together the findings three parts of Phase II. It starts with providing an
overview of the findings. The implications of the findings to the wider literature are
presented in two levels: the overall framework and the elements of the framework. This

section ends with summarising the main messages emerging from Phase II.

59.1 An Overview

Data collected in Phase 11 of this study provided sufficient evidence for the identification of
elements that were key to effective performance measurement practice and adequate
information to explain the interconnections between these elements. The findings uncovered
nine key elements and based on these findings, a framework customized for performance
measurement practice in agencies and public bodies was developed. This finding is
important because it documented and explained how agencies and public bodies approach

performance measurement; and informed the development of public sector performance
measurement schemes.

Unlike other policy implementation arms, EAs and ENDPBs do not have any specific
performance measurement schemes other than the Framework Document. For example,
local authorities have the local government performance indicator system and the Best Value
system, National Health Service has the NHS Performance Assessment Framework and
police services have the Policing Performance Assessment Framework. For this reason,
many participants have reportedly use corporate plan to structure their performance
measurement while others, on top of having a corporate plan, approached performance
measurement using practices and frameworks originally designed for commercial sector, a
phenomenon observed by previous research, e.g. Smith and Goddard (2002, page 250). The
research findings also revealed that participating organisations attempt to design their

performance measurement to meet the review requirements? as specified by the sponsoring
department.

B Public Bodies and Agencies Review : Accessed on 24 September 2008,
ttp://www.civilservice.gov.uk/ ments/pdf/publi ies/2006/9 reviewing.
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The research has found that performance measurement practice and knowledge was
widespread. Whilst some have simpler system which was made up of a set of key
performance indicators with a relevant set of key targets, others have more structured
systems based on balanced scorecards or the EFQM. Some systems were New (under 5
years) while others have been in place for more than 5 years (Mature). Each organisation
approached performance measurement differently. Whilst how things were being done and
when they were carried out depended very much on management style and organisation

ethos, findings revealed that performance measurement conformed to a framework of
practice.

Generally, it was found that EAs and ENDPBs did emphasised on measuring outcomes
rather than just outputs and processes, although they faced challenges in developing the
appropriate measures for doing so. Each had developed a set of performance measures for
different key business objectives with many using both qualitative and quantitative
measures. The over-arching objectives of measuring performance for many came across as

being a means to learn and improve along side the statutory requirements of demonstrating
accountability and transparency.

The research findings also unveiled performance measurement as an iterative process, and
based on these findings, a framework was developed. The framework suggests that effective
performance measurement would enable the (KE1) setting of organisational goals and
objectives. The setting of organisational goals and objectives enables the (KE2) design and
implementation of measuring and monitoring activities. The measurement and monitoring
activities gather data to enable the (KE3) preparation of evidence of performance, and if
necessary, the (KE4) management and evaluation of projects. The results from project
evaluation also enable the (KE3) preparation of evidence of performance. The availability of
this evidence enables (KES5) performance review and decision making. The review process

highlights performance issues which inform decision making process, where performance
information would enable:

» the influence performance behaviour (KE6) with a view to drive improvements

(KE7) with an aim to demonstrate success (KE8) which in turn, enables the
negotiation of targets and budgets (KE9); or

the drive improvement (KE7) with an aim to demonstrate success (KE8) to enable
the negotiation of targets and budgets (KE9); or
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= the demonstration of success (KE8) to enable the negotiation of targets and budgets
(KE9).

New targets, budgets or policy changes would almost always require some revision to

existing set of goals and objectives (KE1) and so the cycle recommences.

It can also be concluded from the framework, the central of the nine elements for effective is
Key Element 5 Review Performance and Make Decisions. This is represented by the
concept (KES) having the most number of arrows in and arrows out, as depicted in Figure

17, page 113. To be effective, performance measurement ought to be purposeful and ought
to generate relevant data to enable decision making.

The participating managers were reportedly positive about their experience with
performance measurement and there was evidence for the use performance information to
enable a variety of management processes and decision making. The respondents described
their existing systems on a continuum of effectiveness from limited to good and they have

expressed a keen interest for improvement. Hence, there is an opportunity for the
development of PMPET.

The implications of these findings to the wider literature will now be discussed.

5.9.2 Findings of Phase II in Relation to Other Studies

Previous research has published lists of factors for performance measurement similar to the
elements that were uncovered by this research. The findings and conclusions of some of

these studies are now highlighted and discussed alongside the findings of this research.

Study results revealed the different actions taken to deal with each of the nine elements
hence there is opportunity for the potential of sharing good practices. Further comparative
analyses were conducted to unravel the association between system attributes and key
elements. Findings confirmed that the emerging framework was applicable to the four

categories of system, namely, New-Unstructured, New-Structured, Mature-Unstructured, and
Mature- Structured.,

59.3 Overall Framework

OR as defined by Smith and Goddard (2002, page 250) ‘the professional disciplines that deal

with the application of information technology for informed decision-making’ and that the
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role of OR ‘is to examine the whole system within which the information system must
operate’. This research can be seen to play the role of OR as the findings stressed on the
purpose and the usefulness of performance information; and the need to embed performance

measurement as a part of the management process rather than a separate exercise.

The framework inductively unravelled by this research was consistent with and reflective of
the more generic iterative and ‘learning’ approach such as Deming’s ‘Plan-Do-Check-Act’
Cycle (1986, page 88) or Spitzer’s performance measurement cycle (IBM 2007). The
framework can be viewed as a broad methodology guiding performance measurement
practice while tools or models such as the BSC, EFQM Excellence Model, Benchmarking,
Activity-based Costing, The Charter Mark¥, or Investors in People® could be seen as
methods for performance measurement and management. To illustrate this statement: The
proposal for an assessment of the alignment between measures and organisational objectives
based on the Performance Measurement Questionnaire (Dixon, Nanni et al. 1990) may be
incorporated as an approach to design measures in KE2 Measure and Monitor Activities; or
the use of a corporate scorecard to communicate performance in four or more perspectives

may be a means to facilitate discussions in performance review (KES).

The framework adds value by documenting the practice of agencies and public bodies and by

illustrating how their practice was in many ways consistent with what was advocated by
other research of different context.

The framework developed through this research does not only help managers consider how
to assess organisational performance or how to design measures, it also encourages managers
think of the purpose of performance measurement, The framework prompts a consideration
of the aims of performance measurement before engaging in designing and implementation
of measuring and monitoring activities. The framework conforms to proposals for the role of
performance measurement in a closed loop deployment or cascading of strategies and
feedback system for management decisions, (Lynch and Cross 1991, page 64; Bititci, Carrie
et al. 1997; Kaplan and Norton 2001(a); Neely, Adams et al. 2002). It also emphasised the

need to understand user or stakeholder needs when designing and implementing measuring

% The Charter Mark: A Government national standard and quality improvement scheme for customer service in
the public sector.

% Investors in People: a national standard for improving organisational performance by training and developing
people to achieve organisational goals.
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and monitoring activities to ensure relevance, an approach that is consistent with the
Performance Prism (Neely, Adams et al. 2002) and the Portfolio Approach (Wisniewski and
Stewart 2004). It prompts the consideration of making performance measurement relevant,

i.e. the use and usefulness of performance information to enable decision making.

59.4 Readiness for Performance Measurement

This research revealed four fundamental issues on readiness for performance measurement,

Behavioural impacts were perhaps one of the most emphasised issues when it comes to
performance measurement. Past studies have highlighted the unintended or perverse effects
of measuring and monitoring performance (Ridgway 1956; Jackson and Palmer 1989;
Bouckaert 1995; Smith 1995; de Bruijn 2002b; Jackson 2005). This study raised similar
issues, many participants were aware that performance measurement could easily become an
end in itself, and findings reveal that the same managers were consciously taking steps to
ameliorate these possible unintended effects. The participants were also aware of how staff
may resort to gaming if performance measurement was used as a control mechanism. They

responded by communicating the reasons and motivation for measuring and monitoring of
activities to ensure better buy-in.

The findings confirmed how it could be helpful for an organisation to have a strategic

mindset in their approach to performance measurement as highlighted by prior research

(Jackson 1993; Atkinson and McCrindell 1997; Kaplan and Norton 2001(a); Hatry 2002).

As with many change or quality improvement programmes, the findings confirmed how
implementation process was facilitated by a process champion and sufficient leadership
(Jackson and Palmer 1989; Van Aken, Letens et al. 2004; Kreklow 2006; Stewart and
O'Donnell 2007). Some participants highlight the possible lack of institutional readiness for
management innovation such as performance measurement, a finding consistent with

Greiner’s (1996) and reportedly, strong leadership helps implementation of performance
measurement.

Prior research has highlighted the relationship between performance measurement and
culture (Bititci, Mendibil et al. 2006; Broad, Goddard et al. 2007). This study found that a
favourable climate for performance which encourages a culture conducive to leamning,

openness and honesty rather than a blame culture, could persuade better buy-in and to ensure
a more successful implementation and use.
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59.5 Key Elements

KE1 Setting Organisational Goals and Objectives

Previous studies confirmed that implementation of performance measurement encourages the
setting of organisational goals and objectives. The findings of this research revealed that the
setting of goals and objectives also helped to set out the aims of performance measurement:

Why measure? (Jackson and Palmer 1989; Neely 1998) and to bring together the support and
commitment needed.

The participants in this research shared their approaches in their attempt to identify key
business objectives. Most importantly, they confirmed the need to address the complexity
and multiplicity of stakeholders (Kanter and Summers 1987; Fletcher, Guthrie et al. 2003;
Wisniewski and Stewart 2004), hence there was an awareness of the need to integrate the
role of stakeholders in shaping the overarching objective of the organisation. Some
suggested the first step to this was the identification of stakeholder groups, which was
followed by the conduct of stakeholder analysis to determine their key concems,
expectations and needs. This approach was consistent with the emphasis in the Performance
Prism (Neely, Adams et al. 2002) and other works (Atkinson, Waterhouse et al. 1997;
Bryson 2004; Wisniewski and Stewart 2004; McAdam, Hazlett et al. 2005).

These findings were evidence to demonstrate how public sector performance measurement
has moved from developing performance measures on an ad hoc basis, as observed by
Palmer (1993) to the introduction of performance measurement as a part of a coherent

strategy being part of the organisation’s strategic management (Bryson 2004).

KE2 Measuring and Monitoring Activities

One element of effective performance measurement was its ability to provide an indication
of a change in performance, a finding that concurs with the traditional use of performance
measures. Measuring the ‘right’ things has long been acknowledged as essential for any
measuring and monitoring activities to effectively produce useful data (Kanter and Summers
1987; Jackson and Palmer 1989; Jackson, Beeton et al. 1991; Lynch and Cross 1991; Palmer
1993; Neely 1998; Kaplan and Norton 2001(a)). The findings of this research were
consistent with the many past observations on how measuring the right things will depend

on: (i) why measure and what to measure (HM Treasury, Cabinet Office et al. 2001) and (ii)
the design of measures:
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measures should be designed or selected with a view to the intended use of the
generated performance data, i.e. to enable the provision of useful information to
various stakeholder groups (Lynch and Cross 1991; Bryson 2004) rather than, to
quote, “collecting data just to feed the beast” J (a research participant);

measures should be designed to be ‘game-proof’ bearing in mind the unintended

consequences of badly design measures (de Bruijn 2002a; Bouckaert 2004);

the need to think ahead and have a clear data collection plan and processes (Jackson
and Palmer 1989, p13; Jackson, Beeton et al. 1991; Benchmarking Study Report
1997; Neely, Adams et al. 2002) or known as the information architecture for
performance measurement (Eccles 1991): how data is generated: which measures to
use, what basi