PERFORMANCE ASSESSMENT IN PUBLIC ORGANISATIONS
· Although public sector organisations have always had to account for their performance, it is only since the early years of the Conservative Government of the 1980’s that this has become a key requirement of public sector management.

· Three central thrusts to performance management:

· A concern for ‘value for money’ (VFM) in all evaluation processes,
· A concentration upon what are known as the ‘Three E’s’ (Economy, Efficiency, Effectiveness)

· A focus upon ‘management’ rather than ‘administration’ as the task of managerial staff. 
· Performance management is seen as an important component of the rational approach to decision-making.

· However, this approach has been criticised for:

· Not realising the political dimension of performance management, and how it might be used by political groups.

· Not accepting that the information available is only partial, and so the evaluation will at best be partial.

· Not acknowledging that performance management is itself a political exercise.

· The key to performance management is to break down the service process into three blocks:

· Inputs

· Outputs

· Outcomes

· Inputs are the things that go into making up your service.

· Outputs are the services and activities that your organisation produces, using the inputs at its disposal.

Examples of outputs

· Number of hours a teacher spends in front of their class.

· Number of arrests policemen/women make on their shift.

· Outcomes are the hardest component of the service process to measure.

· Outcomes are often ignored, but are the ultimate test of whether your organisation is achieving its goals.

· It is important to remember that public services do not exist in a vacuum.

· They are influenced by their social environment and their communities.
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· It is also important to assess the limitations of a service, as well as its potential, so that unrealistic expectations are not set.

What is Performance Management?

· Performance management is the evaluative process by which a view is reached about the performance of a set of activities measured against the achievement of specified objectives.

· It comprises:

· Performance Appraisal

Requires the formulation of indicators and targets by which the performance of the activity or programme can be monitored and evaluated in the future.

· Performance monitoring


The ongoing assessment of a programme, in terms of both its objectives and its process.

· Performance evaluation


The retrospective evaluation of a programme against its objectives.

· Performance indicators


Often quantifiable indicators are utilised because of their ease of use, but qualitative indicators should wherever possible, also be used, and are (at least!) equally important and harder to interpret.

Why Assess Performance?
· To alert managers to any potential problems or benefits from possible changes to services.

· It’s a method of ensuring accountability for the use of public money by both public and voluntary organisations.

What are the components of a good Performance Management System?

· The performance management system needs to be an integral part of any programme / organisation.

· Indicators need to be set and agreed in a way which is understandable to all. 

· It needs to concentrate on strengths and positive outcomes as well as organisational weaknesses and shortfalls.

· The cost of the system needs to be measured against its potential gains, and a balance struck.

· The system needs to be judged by the extent to which it has enabled performance improvement.

How can an organisation measure performance?

· The usual way to do this is through the use of performance indicators.

· They are only statistics, and not the service itself.

Examples of common performance indicators  
	Quantitative
	

	Unit cost

Overhead/output ratio

Occupancy rate

Take-up ratio

Throughput ratio
	Total cost of services divided by number of places provided in service

Total administrative and central office costs divided by costs of actual activities and projects

Optimum use divided by actual use

Number of users from target group using a service divided by total size of target group

Number of people actually using a service in a given time period dividend by optimum usage rate of a service in a given time period


	Qualitative
	

	Complaints analysis

Satisfaction levels

Case reviews

Exception reporting
	Analysis of content of complaints about a service in a given time period

Immediate reactions of services users to it

Analysis/judgement of extent to which a service has met the identified needs of individual users

Highlighting and analysis of cases where a service fails to achieve a specified target


· The diagram below, illustrates a way of thinking about the choice of possible indicators:
Performance indicators





· There should be indicators for the inputs, outputs and outcomes for the service.
· Service user’s should be involved in the process of defining performance indicators.

PERFORMANCE INDICATORS AND VALUE FOR MONEY 

· Traditionally, there are three conceptual levels of performance at which indicators are directed.

· Economy

· Efficiency

· Effectiveness

· It is also important to consider ‘equity’ in public programmes.

· Measurement of economy is required to ensure that for any given cost level, inputs are maximised.

· Measurement of efficiency is required in order to ensure that, for any given level of output, required inputs are minimised, or that, for any given level of inputs, output is maximised.

Typical measures of efficiency:

· Levels of service provided

· Levels of activities carried out.

· Numbers of outputs produced.

· Unit costs of a service.

· The measurement of effectiveness is undoubtedly the most challenging to undertake.

· It is no use trying to provide the ‘right’ service to the ‘wrong’ target group of citizens.

· The two categories of performance indicator’s used most frequently to assess effectiveness:

· Targeting 

· Impact

· Targeting

· Target group users as a proportion of all user’s

· Target group users as a proportion of total target population.

· Impact

· Changes in user well-being.

· Changes in user welfare.

· User satisfaction.

· Achievement of agreed policy goals.

· Longevity of ‘community’ services created.

· The measurement of equity is required to ensure that the distribution of outputs is consistent with agreed policy.

· It may include:

· The geographical distribution of users.

· The distribution of users across client groups.

· The knowledge of availability within client groups.

· The accessibility of service to potential users (example – for people with disabilities)

· The relationship between indicators:

Performance indicators used to indicate the level of achievement at different parts of the service production process


DIFFERING DIMENSIONS OF PERFORMANCE MANAGEMENT
· There are six dimensions for a public sector manager to concentrate upon:

· Context monitoring

Extent to which the impacts of the service/programme are also influenced by the activities of complementary or competing agencies, and by changing socio-economic conditions.

· Strategy monitoring

Checking that activities comply with strategic plans – objectives, targets and priorities.

· Progress monitoring

Checking that service targets are being met on time.

· Activity monitoring

Detailed monitoring of activities and numbers of projects and tasks in progress.  It is the basis for efficiency reviews, and particularly for comparisons of unit costs and productivity.

· Impact monitoring (Difficult!)

Involves assessing the achievement of the highest levels of objectives, normally in terms of the impacts (outcomes) achieved on the targeted client population.

· Catalytic Monitoring
Involves assessing the effect of a programme/service in influencing other organisations and individuals.
· Some examples of the different types of performance indicators that could be used for the above six levels:
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CRITIQUE OF PERFORMANCE MANAGEMENT 

· It is political absurdity that the U.K. can deliver European-style public services and benefits with U.S. levels of taxation.

· The U.K. government has struggled with this issue, and moved towards Performance Indicators League Tables and so on.

· The logic behind the publication of data about the performance of local authorities, schools, hospitals, and police forces was that poor-performing institutions would be shamed into improvement – NEVER WORKED!
· In its extreme form, the availability of publicly available data would allow consumers of public services to ‘exit’ from poor providers, and transfer their consumption of services to, say, another school or hospital – NEVER HAPPENED!
· Funding mechanisms were brought into line with performance achievement.  Money generally followed pupils, students and patients.

· The poor performers received less funding!  In some cases, there were valid reason’s for poor performance, and they should receive an increase, not reduction in funding. 

· Government Ministers have now realised that only the most dedicated of bureaucracy–watchers could possibly make any use of all the information (statistics) being produced.

· Few members of the public have the degree of statistical skill or interest to use the hundreds of figures and measures available.

· Whatever existing performance indicators show, public perceptions suggest action is needed.

· Interpreting statistics in a sensible manner does require some sensitivity, and to draw valid conclusions about relative performance is hazardous.

· The truth is that statistical measures are only one way of describing activities/services, and some doubt must surround their simple presentation in league table.
· Statistics have been used by the media to rank service providers as the “best” or the “worst”.

· The clear and misleading implication from this, was that this related to performance.

· If less money was spent on a service, it could be interpreted as much as ‘underfunding’, as it could be as ‘value for money’.

· Statistics have their uses, but their most productive uses are for the managers of services, rather than the recipients of those services.

· A generalised league table will in fact mislead the recipients of public services.

· Recipients already know the extent of service delivery by actual contact with that organisation.

· The concept of using league tables is an erroneous one in reporting the scope and quality of service which the public can expect.

· Financial statistics tend to be mainly ‘cost’ based, and different public service providers build-up costs in their own way eg are support services (overheads) fully or partially allocated.

· Unless statistics are collected on the same set of conventions then like cannot be compared with like.

· There may be a lack of interest by politicians and/or citizens.

· Vagueness and ambiguity of goals is often inherent in politics, and statistics will not help in assessing their achievement.

· Games playing occurs – sometimes public service providers have an interest in portraying a flattering image of themselves.
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