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1 Performance measurement is an integral part of modern government. It stands
behind the creation of targets, contracts and agreements that control service
delivery. Good performance information can help Departments to develop
policy, to manage their resources cost effectively, to improve Departmental and
programme effectiveness and to report their performance to Parliament and the
general public, so promoting accountability for public resources.

2 Public Service Agreements for Government Departments and cross-cutting
areas set out what the Government aim to achieve. Each Public Service
Agreement includes the aim of the Department or policy area, supporting
objectives and related performance targets which underlie the resources
allocated to them in public expenditure reviews (see Figure 1). Service Delivery
Agreements have now been introduced which specify how these targets will be
achieved, while Technical Notes define key terms and outline the performance
measurement methods which will be used to monitor progress.

3 For the latest review - Spending Review 2000 - Public Service Agreement
targets have been reduced in number. They are also more orientated towards
the specification of desired outcomes for public services, such as improved
health and life expectancy, rather than outputs of Departmental activities, such
as the number of operations, or processes or inputs (see Figure 2 overleaf). The
percentage of Public Service Agreement targets that address outcomes
increased from 15 per cent in 1999-2002 to 68 per cent for 2001-04. This focus
on outcomes is novel. We commissioned a review of systems used to measure
government performance in eight other countries. It showed that few other
countries have yet designed their highest-level performance measurement
systems around outcome-based measures (see Appendix 3).

Summary of the content of Public Service Agreements1

A statement of who is accountable for the 
delivery of the Public Service Agreement

Department's aim providing an overarching 
summary of objectives

Department's objectives - bold aspirations of 
what it hopes to achieve

Performance targets for each objective.
These should be SMART - Specific, Measurable, Achievable, 

Relevant and Timed

Source: National Audit Office

In this chapter

Selecting and designing 2
measures

Implementing targets so as 5
to raise performance

Collecting good quality 6
performance data

Annex 1 10
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4 This report follows our March 2000 report on "Good Practice in Performance
Reporting by Executive Agencies and Non-Departmental Public Bodies". It
extends our coverage of performance measurement issues to Departments by
taking an interim look at the progress they are making in measuring their
performance, and in particular their outcomes. We surveyed the 17 main
Departments and interviewed those involved in a number of cross-cutting areas
to identify the challenges they face together with some of the solutions they
have adopted. The report covers the selection and design of performance
measures; the links between Public Service Agreements and targets for service
providers; and the identification of appropriate sources of data to support
measures and the reporting of outturn against target. This summary outlines the
main good practices we identified and is supported by a list of key questions
that Departments may wish to consider when they develop and implement
their Public Service Agreement targets (see Annex 1, page 10). 

Selecting and designing measures
5 Public Service Agreement targets should flow from the Government's

overarching themes and Departmental objectives. A good target not only
demonstrates the achievement of a Departmental objective, but also
encourages appropriate behaviour by staff in the organisations delivering the
relevant services. Our survey showed that Departments faced challenges in
devising measures which are shared or influenced by other Departments,
which capture the essence of their objectives and which can be implemented
in ways which avoid promoting perverse behaviours.  

A number of performance measurement methods can be used
to encourage joint working

6 The desired outcomes cannot always be achieved by organisations working
alone. Well-designed outcome objectives and targets can assist and encourage
departments to work in partnership with others to deliver outcomes. 
Three-quarters of Departments said they faced a great challenge in agreeing
outcome measures which are shared or influenced by others. Our work
highlighted a number of different circumstances in which different performance
measurement approaches had been used to overcome this challenge.
Circumstances included those where:

Relationship between Inputs, Outputs and Outcomes2

Resources

Contributes to the measurement of

Inputs Outputs
Outcomes 

(intended & 
unintended)

Processes

Efficiency Programme 
effectiveness

Aims and 
Objectives

Department/Service Provider

Other 
Influences

This figure shows the relationship between inputs, outputs and outcomes

Source: National Audit Office

Cost-effectiveness

Economy



3

ex
ec

ut
iv

e 
su

m
m

ar
y

MEASURING THE PERFORMANCE OF GOVERNMENT DEPARTMENTS

� Government specified overarching objectives that applied across all
Departments, such as that for the promotion of sustainable development. In
this instance the Department of the Environment, Transport and the Regions
created a set of sustainable development performance indicators on which
all Departments could draw - and which have been reflected in 12 of the
17 Departmental Public Service Agreements. The indicators have worked
well in raising the profile of sustainable development in circumstances
where the creation of a large number of shared targets would have been
unwieldy (paragraph 2.6 and 2.7);

� key Government priorities, such as reducing drugs misuse, unemployment,
poverty and crime led to the creation of cross-cutting Public Service
Agreements which provide shared objectives and targets for these policy
areas. This approach worked well where a manageably small number of
Departments were involved, helping to articulate priorities through a few
shared targets and thereby encourage joint working (paragraph 2.8);

� different objectives overlapped, leading to an opportunity for a shared
target. An example includes the target for debt reduction for heavily-
indebted poor countries shared between the Treasury and the Department
for International Development. Here, the objectives were increased global
prosperity and sustainable development for the elimination of poverty
respectively. The shared target was based on close working between the
Departments to define the level of debt relief appropriate, and to allocate
relief so as to achieve the greatest reduction of poverty (paragraphs 2.10
and 2.11 and Case study 2).

7 In choosing the most appropriate measurement method for encouraging joint
working, factors to be considered therefore include:

� the number of Departments and other stakeholders involved;

� the degree of stakeholder interpretation of national objectives needed for
cost-effective pursuit of objectives;

� the priority accorded the objective; and

� the costs and burdens of given approaches to setting targets and monitoring
progress.

A good understanding of the link between activity and
outcomes can help Departments design targets

8 The way that Departmental programmes generate outcomes is often complex.
We found that several Departments had developed programme models or
maps, to yield a better understanding of the relationship and logic between
their activity and outcomes and to help them to devise appropriate
performance measures. Activity included sophisticated and relatively expensive
quantitative modelling, such as that used by Customs and Excise to explore
ways to reduce tobacco smuggling. Customs drew on a variety of services and
methods, including the results of research, to identify the scale of tobacco
smuggling, predict the likely drop in smuggling if it could be made less
profitable, and then gauge what level and assignment of resources would be
needed to achieve specified reductions in smuggling. A simpler approach, on
the other hand, was used effectively by the Department for International
Development to target aid. They drew on their own and external evaluations
and research to define the characteristics of countries most likely to make most
effective use of development assistance, and then set about rating these
characteristics in poor countries. 
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9 Choices over the approach adopted naturally depend on the cost and feasibility
of any option against the potential benefits. But we found that, in addition to
helping devise performance measures, modelling and mapping methodologies
can facilitate resource allocation, monitoring and accountability and can assist
Departments to decide how to respond to changes in circumstance. It was also
evident that the move to measuring end outcomes means that there can be
considerable overlap with policy and programme evaluation. Departments will,
in the future, need to ensure they integrate the short-term managerial objectives
of performance measurement with the long-term policy based objectives of
evaluation (paragraphs 2.14 to 2.15 and 2.27 and Case study 3).

The format of targets can be varied so that they closely address
the policy objective

10 The majority of targets set for 2001-04 were founded on movements in a simple
set of statistics recording overall outcome status, such as improving the average
level of performance achieved across the country. In some cases, Departments
found it valuable to supplement averages with minimum standards or measures
of variations. The Department for Education and Employment's 2001-04 Public
Service Agreement, for example, included targets aimed at the achievement of
minimum educational standards. One such target is for at least 38 per cent of
children in every Local Education Authority to obtain five or more GCSEs (or
equivalent) at grades A* to C by 2004. In another case, the Home Office specified
a target for reducing variations by requiring that no local authority should have a
domestic burglary rate which is more than three times the national average. These
examples show that the format of the target selected can help direct attention
precisely on the concerns underlying policy objectives (paragraphs 2.17 to 2.22).

By careful design and implementation Departments can
minimise the potential for perverse behaviour and unwanted
skewing of performance 

11 Targets are designed to focus attention on priorities. Treasury guidance to
Departments recognised however that in doing so there is a risk that targets may
unintentionally create incentives for perverse or unwanted activity, or that they
create so tight a focus on targeted areas that no attention is paid to important but
untargeted areas. We found that in selecting their targets for 2001-04 some
Departments had actively reviewed and rejected targets that could lead to
perverse activity. For example, the Department for Trade and Industry rejected a
target for reducing the number of small business failures as their economists
argued that a high "churn rate" could be a sign of a healthy economy where
enterprise and innovation was promoted. The Department for the Environment,
Transport and the Regions ensured that their overall measurement systems
provided a balanced and comprehensive view of performance by including
within their Service Delivery Agreement additional outcome measures for those
objectives not covered, or only partially covered, by a Public Service Agreement
target (paragraphs 2.32 to 2.37). 
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Implementing targets so as to raise performance
12 If Public Service Agreement targets are to drive behaviour and stimulate

improvements in outcomes they need to be translated into operational targets for
the diverse range of Agencies, Non-Departmental Public Bodies, contractors and
local and voluntary organisations that deliver public services. The Civil Service
Management Committee - which comprises the permanent heads of Government
Departments - proposed that each Department develop a business planning
model which uses targets to communicate aspirations and priorities to those
delivering services. Departments should establish ownership for these targets,
and effectively review and reward good performance (see Figure 3). Through our
survey we found that the greatest challenges Departments face in making 
high-level targets operational are getting ownership and rewarding good
performance, with lesser but still common challenges in integrating Public
Service Agreement targets into normal planning activity and influencing service
provider's priorities (paragraphs 3.2 to 3.6). 

Involving all stakeholders improves local targets and builds
ownership 

13 Communication and collaborative working are key elements in securing local
ownership of service delivery targets. Thirteen Departments told us that
consulting other stakeholders had helped them establish targets and measures
which can achieve improvements in performance. In some cases, such as in the
Home Office's work to establish Best Value indicators to support their objective
of reducing deaths and injuries from fire, Departments constituted a formal group
of interested parties to devise a common approach and develop well-understood
and achievable delivery targets. The use of a group, as opposed to a series of
bilateral meetings, enabled a rapid exchange of views and the sharing of
knowledge so that any barriers to progress were quickly assessed and overcome.
Through this method of consultation the Home Office secured a sense of
ownership from all those in the service delivery chain, and benefited from their
expertise in defining measures and targets for service delivery which drew heavily
on existing sources of data (paragraphs 3.7 to 3.12).

Business Planning Model endorsed by the Civil Service Management Committee3

A COHERENT SET OF PROFERMANCE 
MEASURES AND TARGETS

To translate the aspiration into a set of specific 
metrics against which performance and progress 

can be measured

ASPIRATIONS
To stretch and motivate the organisation

OWNERSHIP AND 
ACCOUNTABILITY

To ensure that individuals 
who are best placed to ensure 
delivery of targets have real 

ownership for doing so

RIGOROUS PERFORMANCE 
REVIEW

To ensure that continuously 
improving performance is 

being delivered in line with 
expectations

REINFORCEMENT
To motivate individuals to deliver the targeted performance

The model was developed by the Public Services Productivity Panel and has been endorsed by 
the Civil Service Management Committee. The Panel are a small group of senior business prople 
and public sector managers that have been established to identify ways to help improve the 
productivity of the public sector.

Source: Public Services Productivity Panel
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By supporting service providers Departments can improve the
effectiveness of local target setting 

14 The achievement of some Public Service Agreement targets will depend upon
services delivered by many bodies across the nation. Some Departments have
found that they could encourage ownership by assisting those delivering
services to introduce new measurement systems and by helping them set
informed local targets. The Department for Education and Employment took
this approach in requiring schools to set targets for the examination
performance of their children at ages 11 and 16 years. The Department
provided a mixture of funding, training, information and guidance to assist
schools in setting appropriate targets. In doing so they not only provided
substantive support for the process, but they also reinforced the importance of
targets and demonstrated their commitment to achieving the desired outcome
(paragraphs 3.13 to 3.15 and Case study 5).

Business planning systems can promote coherent and efficient
pursuit of outcome targets 

15 Departments were developing business planning systems which enabled them
to communicate and monitor Public Service Agreement targets. The Ministry of
Defence, for example, were developing their overall performance
measurement methodology around a Balanced Scorecard. The Scorecard
defines their performance under four broad perspectives which cover outputs,
resource management, learning and development and process improvements.
The Scorecard reflects the Ministry's Public Service Agreement as well as other
strategic objectives such as Civil Service diversity and ethnic minority
objectives and provides a better alignment between their Public Service
Agreement objectives and those by which they manage themselves. Individual
scorecards have been developed within each of the three Services, including
objectives which are aligned with, but not the same as, the Ministry's strategic
objectives. Standardised business planning arrangements like the Scorecard
help to provide a clear focus on Departmental priorities, to translate priorities
into clear and easily understood actions at operational level and to align effort
at all levels behind the Department's strategic objectives (paragraphs 3.16 and
3.18 and Case study 6).  

Non-financial and financial rewards, local targets and
assistance influence the priorities of service providers and staff

16 Eighty-two per cent of Departments rated the challenge of ensuring that there
were rewards which encourage services providers to achieve or exceed targets
as great or very great. Some Departments had, however, started to make useful
progress in establishing appropriate incentives for local providers. Their
methods included:

� developing agency and internal targets so that they clearly focus on
national priorities. The Employment Service's job entry targets, for example,
are weighted so that they give staff a clear sense of the priority of finding
jobs for the most disadvantaged jobseekers, such as those on New Deal. The
use of weightings is particularly valuable when an agency has been set a
broad package of targets which are of varying importance to the
Department's objective (paragraphs 3.33 to 3.35 and Case study 8);
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� providing extra funding and greater flexibility for entities that improve
service delivery. The Department for the Environment, Transport and the
Regions are piloting local Public Service Agreements, which set targets for
individual local authorities which support national and local priorities. The
Agreements both help authorities to improve performance above levels
already planned, for example, by relaxing planning and other restrictions,
and provide incentives through additional funding if targets are achieved
(paragraph 3.37). 

17 Departments are currently considering how they could reform their systems for
rewarding staff so that they provide greater incentives to deliver key business
objectives and targets. In meeting this challenge they are able to draw on the
work of the Public Services Productivity Panel who have examined
performance based incentives in a number of Departments and Agencies. In
their 2000 report - Incentives for Change1 - the Panel proposed that good
performance against Public Service Agreement targets should be rewarded by
greater use of team bonuses, funded in part from productivity gains, and other
measures such as flexible working hours, development opportunities and non-
financial rewards and prizes (paragraphs 3.39 to 3.43).

Collecting good quality performance data
18 The move towards outcome targets has changed the emphasis of information

requirements from data on outputs, processes and inputs - which can normally
be sourced from Departments' and Executive Agencies' internal systems - to
information on a Department's impact on society, which often requires the
capture of information outside central government. That could be information
collected and made available by third parties, such as the information provided
to Department for International Development from countries who receive aid.
Or it could be new or existing streams of data collected by Departments or
other Government agencies. Where the data collection process is undertaken
or overseen by the Office for National Statistics the stream of information is
classed as National Statistics. We reviewed the latest Public Service Agreement
targets to estimate the likely source of underlying data (paragraph 4.4). 

19 The results show that there is significant use of National Statistics and Local
Authority statistics, which come from systems which use standard definitions.
The majority of data, however, come from systems which are operated by
Departments, Agencies and Non-Departmental Public Bodies and are not
subject to oversight by the Office for National Statistics. Whether data come
from other organisations, or are internally generated, Departments need to
establish adequate quality assurance arrangements. In all cases, they should
define the quality of data they need, and then make sure they obtain it
(paragraphs 4.5 to 4.7 and Figure 21). 

1 Incentives for change: Rewarding performance in national government networks, Public Services Productivity Panel, January 2000
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By drawing on established methods Departments can
minimise the cost and risks of collecting new data 

20 Many of the new sources of data commissioned by Departments revolve around
surveys of the target population which Departments aim to influence. But survey
work can be expensive, and places demands on scarce expertise within
Departments. Departments can work to minimise the risks and costs of surveys,
however, as the Lord Chancellor's Department did when planning their survey
of dispute resolution. The Department established the nature and accuracy of
data they needed, then drew on existing academic expertise to design a survey
instrument and an efficient sampling process. The Research Unit of the Legal
Services Commission will manage the survey, ensuring relevant expertise is
brought to bear, while the mechanics of the survey will be handled by a market
research firm under a competitive contract. This carefully thought-through
approach makes the Department well placed to achieve the desired data quality
while paying close attention to costs (paragraphs 4.11 to 4.12).

Departments can assist service providers by improving the
usefulness of existing information sources and cutting
unnecessary data 

21 Departments have taken the opportunity to review their existing data systems
to make best use of them, as the Department of Social Security are doing by
creating a source of corporate information. The Department looked for
inexpensive ways to make their many existing data systems better linked so that
staff at the centre and in the network of local offices can more easily access and
analyse information on different aspects of performance. In other cases, such
reviews have led to a reduction in data collection burdens, as in the case of the
Department of Trade and Industry, which managed a reduction of 26 per cent
in the information they collect from around 80 Business Links - organisations
who assist small businesses to improve their competitiveness. These reviews
have made an important contribution to improving the cost-effectiveness of
Departments' overall data collection efforts (paragraphs 4.16, 4.22 and 
Case study 9).

Departments need to develop and operate methods for
obtaining assurance about the quality of data 

22 We asked Departments about the challenge of validating performance data. Just
under half said that they faced a great or very great challenge in obtaining
assurance on the reliability of data. There are, as yet, no commonly accepted
standards that apply to validation. National Statistics are subject to review by
the National Statistician (and behind him or her, the Statistics Commission) and
published local authority indicators and the indicators to be published annually
under the NHS Performance Assessment Framework are subject to review by
the Audit Commission. But arrangements for validating the data sources were
rarely indicated in Service Delivery Agreements or Technical Notes - which
provide details of how targets are to be measured - although some Departments
aimed to apply the same checks to their data systems as those required for
National Statistics (paragraphs 4.26 to 4.32).
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Conclusion 
23 The introduction of Public Service Agreement targets, and in particular the

move to outcome-focused targets, is an ambitious programme of change which
puts the United Kingdom among the leaders in performance measurement
practice. At the moment, the reforms are still in their early stages: the first
public reports of progress against the first generation of Public Service
Agreements appeared in spring 2000; the first such reports for the latest targets
will not appear until autumn 2002. This report therefore focuses on the system
that has been set rather than the impact of the reforms.

24 We noted, however, that some changes have already taken place. The increased
focus on outcomes has reinforced initiatives to promote joined-up working
across Government. And it has also helped to bring central Government and
local service providers closer together. The reforms have led Departments to
look carefully at the mechanics of their programmes, and in several cases noted
in this report - Customs and Excise work on tobacco smuggling, and the
Department for International Development's aid programme, for example -
resources have been reallocated with the aim of improving effectiveness. 

25 By refining the application of outcome-focused targets, drawing on the
emerging good practices identified in this report and elsewhere, there is the
prospect of more firmly evidenced improvement in performance in future.
Initiatives such as the Technical Review Panel, comprising a wide membership
across Government, have provided a useful mechanism for sharing expertise
and peer reviewing proposed measures. Improvements in performance
measurement will demonstrate not only the impact on citizens' lives, and the
more cost-effective use of Government resources, but also the professionalism
of public servants in promoting open, responsive and joined-up government.
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Annex 1
Key questions that Departments may wish to consider as they develop and implement their
Public Service Agreement targets and measures

These questions have been derived from good practice identified during our study and included in the Executive Summary
and main body of this report.  The list is not comprehensive and should be used in conjunction with existing guidance, for
example, the core criteria for performance measurement systems included in the performance information framework
which also cover how organisations should use performance information (see paragraph 1.19 and Figure 11 on page 20).  

Selecting and designing performance measures (Part 2)

1 Are performance measures underpinned by a clear understanding of how programmes and activities impact on desired
outcomes?

� Have the main influences on the desired outcome been clearly identified?

� Have Departmental activities and performance measures been chosen with regard to:

� The main influences on outcomes?

� The motivations of people involved in delivering and receiving services?

� The results of relevant research and programme evaluations?

� Have modelling methodologies which, for example, demonstrate the logic of programmes, been used when they can
cost effectively inform the formulation of targets, help monitor progress towards the final outcome and assist the
Department to account for performance?  

� Have data collection and analysis methodologies been chosen so as to show  the contribution of the Department's
programme to the achievement of the desired outcomes, from that of other factors?

� Do performance measures complement evaluation and research programmes?

2 Where joint working with other Departments is appropriate, do the performance measurement methods support cost
effective joint working?

� Has the potential for joint working been clarified between partners and a strategy for achieving joint ends agreed?  

� In any given case, does the selected strategy recognise the implications of the number of stakeholders involved, the
degree of local interpretation of objectives that is desirable, and the costs and burdens of managing the resulting targets?

� Does the performance measurement regime support the strategy selected? For example, by:

� Defining a set of common performance measures for overarching objectives, on which each Department can draw,
so promoting a coherent approach but allowing each Department to reflect their priorities and circumstances;

� Specifying a cross-cutting Public Service Agreement for priority policy objectives involving a small number of
Departments which share objectives and targets under the Agreement;

� Using a shared target where different Departmental objectives overlap, supported by clear agreement on priorities,
resources applied and activities.

� Where there are shared targets, is one Department or organisation charged with overall responsibility for achieving or
co-ordinating activities aimed at achieving each target, and given authority to vary resource allocations or activities to
that end?
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3 Have the Department considered the form of target which would most closely support the policy objective? Options
include:  

� Measures of average performance or improvement;

� Measures of minimum standards;

� Measures of variation, for example, between different parts of the country or different groups of people.  

4 Are targets designed and implemented so that they minimise the potential for perverse behaviours and avoid unwanted
skewing of performance? 

� Are proposed targets actively reviewed by a range of stakeholders and professionals to identify perverse incentives or
misleading information which could be unintentionally generated?  

� Are outcome targets set within a broader framework of performance measurement to guard against over-emphasis on
targeted areas? 

Implementing Public Service Agreement targets to improve performance (Part 3)

5 Are all stakeholders effectively involved in the setting of lower-level targets so that local ownership is encouraged?

� Have the Department considered establishing formal groups which bring stakeholders together to promote a rapid
exchange of views and knowledge and to facilitate a group understanding of the implications of objectives and targets?

� Do targets and measures draw wherever possible on existing sources of performance information thus minimising the
burden of data collection?

� For each Public Service Agreement target, have the Department examined the merits of setting local providers outcome or
output targets?  For example:  

� outcome targets can communicate priorities and can give local service providers flexibility over the method of service
delivery.  This can be valuable when local needs vary or where it is desirable for service providers to innovate;

� output targets can give a much narrower and focused attention to actual service delivery. Departments may find it
useful to adopt such targets where there are a range of providers delivering different services which contribute to a
broad outcome.

6 Have opportunities been sought to assist service providers to set, where appropriate, and achieve effective local targets?

� Do the Department explain to service providers the purpose and potential benefits of the target setting process?

� Are service providers helped to obtain the skills they need to set local targets, for example, by giving them access to experts,
funding, training or by providing analytical tools? 

� Do service providers get access to Departmental performance information, such as comparative data, where this will help
them set informed targets?  

� Have the Department sought service providers' views about the presentation and substance of any performance
information collected and disseminated by the Department?

� Do the Department make available guidance and good practice on setting and achieving targets?

7 Are Public Service Agreement targets located within a wider Departmental business planning system?   

� Does the planning system help the Department and service providers to focus on the achievement of national priorities? 

� Does the planning system define performance in a balanced and consistent way? 

� Does the planning system assist management to examine and compare the performance of different programmes or service
providers?
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8 Have the Department explicitly considered the best way of influencing the priorities of service providers and staff?   

� Are local targets revised promptly to reflect changes in Public Service Agreement targets? 

� Can local targets be weighted so that they focus staff attention on priorities?

� Are there effective incentive regimes that reward good performance with, for example, additional funding, recognition
awards and increased autonomy from central monitoring and inspection?

9 Has the work of the Public Services Productivity Panel been used to inform the Department's approach to developing systems
which link performance rewards for teams and individuals to the performance of the organisation?   

Collecting good quality performance data (Part 4)

10 Have the costs and risks of collecting data for new targets been minimised?  

� Have the Department established clearly the nature and quality of data needed to monitor progress against targets?

� Has full use been made of established sources of data collected by the Department or other parties before considering new
data requirements?

� Where new data must be generated, is full use made of established measurement methodologies and are data specified so
that the burdens of data collection are minimised given the quality required?

� Have the Department established clear accountability for data quality and agreed responsibilities for the key steps involved
in collecting, processing, reporting and checking data? 

� Have agreed data definitions been established and communicated to all those involved in collecting, analysing and
reporting data? 

� Are there controls to ensure that agreed data definitions are used consistently by those involved in collecting performance
data?

� Where data are collected by third parties have the Department considered providing technical assistance and other
resources to assist the production of good quality data? 

11 Do the Department and their service providers make cost-effective use of all existing information sources?

� Are performance measurement systems regularly reviewed to identify items of information which are no longer needed
or items which are collected more than once?

� Can information be presented in a form which would make it easier for service providers to access and analyse data on
different aspects of performance?

12 Have arrangements for obtaining assurance been designed and implemented to ensure that data collected meet the required
standards?

� Have the different options for obtaining assurance on the accuracy and quality of performance data been fully explored
and the most appropriate and cost-effective option selected?

� Have the arrangements for obtaining assurance on performance data been documented, for example, in the Technical
Note?

� Are there controls in place to ensure that the assurance arrangements are operating as designed? 

� Are any shortfalls in the quality or accuracy of performance data fully recorded?

� Are any shortfalls remedied, and systems reviewed and revised as necessary to ensure the production of better data in
future?
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1.1 This report reviews the ways by which Government
Departments measure their performance. It examines
the challenges and good practices arising from the
introduction of Public Service Agreements. It also looks
at how Departments have selected and designed 
high-level outcome targets, cascaded these targets down
to those who deliver services and collected good quality
data to monitor progress against targets. 

1.2 This part of the report explains why the National Audit
Office undertook an examination of performance
measurement in Government Departments. In particular
it covers:

� Why performance measurement in government is
important;

� Public Service Agreements and their part in the
performance measurement process;

� The reason for undertaking a study and the
methodology employed.

Why Performance Measurement in
government is important

"Performance is a cornerstone of our commitment to
modernise government. It provides some of the tools

needed to bolster improvements in public sector
performance including improving accountability,
performance management, risk management and

business planning.

Good quality information also enables people to
participate in government and exert pressure for

continuous improvement. In addition to empowering
citizens, this information equips managers and staff

within the public sector to drive improvement.
Performance information is thus a catalyst for

innovation, enterprise and adaptation."2

1.3 Performance measurement systems can provide a range
of information embracing the inputs, processes, outputs
and through to the ultimate outcomes of government
programmes. Figure 4 illustrates the relationship
between the inputs, outputs and outcomes.

1.4 A good performance measurement system will assist a
Department to monitor and report progress towards long
term objectives. Internally, performance information is
integral to the process of management. Performance
measures assist departments to communicate their key
objectives and priorities, monitor the services they
deliver and report what they have achieved. Externally,
performance measures are vital for effective
accountability. With appropriate information
Parliament, members of the public and other
stakeholders can exert pressure for improvements and
can better participate in the development of policy.
Figure 5 sets out the characteristics of the key stages in
the performance management process and shows how
performance measures and targets support that process.

Relationship between Inputs, Outputs and Outcomes4

Resources Inputs Outputs
Outcomes 

(intended & 
unintended)

Processes

Programme 
effectiveness

Aims and 
Objectives

Department/Service Provider

Other 
Influences

Cost-effectiveness

This figure shows the relationship between inputs, outputs and 
outcomes

Source: National Audit Office

Economy Efficiency

Contributes to the measurement of

2 Performance information framework
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Spending Review 2000
1.5 Performance targets feature explicitly in Government

expenditure planning and reviews. The Government
published the results of their 2000 Spending Review in
July 2000.3 Exploration of Government objectives,
targets and associated performance measurement
arrangements take three forms.

a) Public Service Agreements

1.6 Public Service Agreements are the latest major
development in central Government performance
measurement (Appendix 2). They set out what the
Government aims to achieve with the resources
provided. Public Service Agreements for 2001-04,
published in July 2000,4 are fewer in number than those
produced following the Comprehensive Spending
Review in 1998. The latest Agreements cover the
17 main Government Departments, four cross-cutting
programmes, local government and the Northern
Ireland Office. Each Public Service Agreement sets out
the aim of the Department or programme, the
supporting objectives and the related performance
targets showing what will be delivered. Most of the
targets are to be achieved during the period April 2001
to March 2004. Figure 6 shows the content of Public
Service Agreements. 

1.7 The Public Service Agreements covering the period
April 1999 to March 2002 contained 387 performance
targets. For 2001 to 2004, around 160 targets have been
set, which include 30 which are shared by more than
one Department. Both sets of targets will be relevant to
the overlap year, 2001-02. 

1.8 The Treasury monitor Department's performance against
their individual Public Service Agreement targets and
provide quarterly reports to the Ministerial Committee
on Public Services and Public Expenditure. The
Committee periodically examine the progress that
individual Departments have made towards achieving
their targets.

Key Stages in Performance Management5

This figure identifies the main components of Performance Management

EVALUATION

Review strategy, activities and 
measurement system using information 

from a range of sources including 
evaluations, pilot studies  and 

performance measures

MONITORING

Assess progress towards targets and 
identify variations in performance

VERIFICATION

Assurance (Internal/external)

STRATEGY

Aims, objectives and action plans
� Define aims and objectives

and priorities (in terms of the
    outcomes the body is working

to achieve)
� Identify key factors that could

significantly affect the
achievement of objectives

� Determine activities and
resources that will deliver
objectives and priorities

MEASURES

Choose and design measures of 
objectives and activities that
� Are aligned with strategic

objectives
� Demonstrate results clearly
� Respond to organisational

priorities
� Do not place unnecessary

burdens on the organisation
� Meet stakeholders' needs

TARGETS

Identify intended levels of 
performance
� Set targets in priority areas
� Tailor and cascade targets to

those who deliver services
� Limit to the vital few for each

objective at each
organisational level

RESULTS

Actual performance achieved
� Collect sufficiently complete,

accurate and consistent data 
to document performance and
support decision making at
various organisational levels

� Report performance
information in a way that is
useful to managers

� Communicate performance
information to key stakeholders
and the public

Source: National Audit Office

3 Prudent for a purpose: Building Opportunity and Security for all, July 2000
4 2000 Spending Review: Public Service Agreements, July 2000

Summary of the content of Public Service Agreements6

A Statement of who is accountable for the delivery of the Public 
Service Agreement

Department's aim providing an overarching summary of objectives

Department's objectives - bold aspirations of what it hopes to 
achieve

Performance targets for each objective.  These should be SMART - 
Specific, Measurable, Achievable, Relevant and Timed

This figure shows the content of a Public Service Agreement

Source: National Audit Office



1.9 Performance against Public Service Agreement targets is
made public in Departmental reports. The first
statements of achievement against the targets set for
2001-04 will be included in Departmental reports that
will be published in Autumn 2002. These reports will
also provide the final statements of Departmental
performance against the targets set for 1999-2002. 

b) Service Delivery Agreements

1.10 Service Delivery Agreements set out how the main
Government Departments will meet their Public
Service Agreement targets and how they plan to
modernise and reform government to help deliver the
targets. Service Delivery Agreements were published
on 3 November 2000, and set out how each Public
Service Agreement will be delivered together with key
output targets that are critical to the delivery of the
Public Service Agreement outcome targets. They cover
issues such as the quality of service, the development
of new processes and progress towards general
objectives such as those relating to ethnicity,
procurement and the prevention of fraud. They identify
how Departments aim to improve performance,
including how they propose to drive forward the
Government's Modernising Government agenda.
All Service Delivery Agreements have been made
available on Departmental websites and the Treasury
website:

www.hm-treasury.gov.uk/sr2000/sda/departments.html

contains a page of links to them all. Figure 7 shows the
content of these agreements for the main Departments.
Service Delivery Agreements for the smaller
Departments also include a small number of key
performance targets for the outcomes they are aiming to
achieve. 

Summary of the content of Service Delivery Agreements for
main Departments

7

A Statement of who is accountable for the delivery of the Service 
Delivery Agreement

A statement of how the Public Service Agreement targets will be 
delivered, including the structure in place to deliver them

A statement of any key output targets that are  critical to the 
delivery of Public Service Agreement targets

Shows how the Department will organise themselves to deliver the 
targets and improve performance, including action on Modernising  

Government

This figure shows the content of a Service Delivery Agreement

Source: National Audit Office
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c) Technical Notes

1.11 Technical Notes provide more precise details of how
targets are to be measured. They explain exactly what is
being measured and clarify terms and data definitions
used in the published Public Service Agreements. The
Technical Notes are available on the Treasury's and
Departmental websites. 

1.12 Figure 8 provides an illustration of the contents of these
agreements and notes for one Public Service Agreement
target - the Ministry of Agriculture, Fisheries and Food's
target for reversing the decline in the number of
farmland birds by 2002.

Public Service Agreements and Service
Delivery Agreements are designed to
promote joined-up Government

1.13 Public Service Agreements and Service Delivery
Agreements focus on the achievement of targeted
outcomes under the responsibility of a given
Department or group. But 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 a powerful tool for promoting
cross-cutting working, both horizontally across
Government Departments and vertically down to the
service providers - Executive Agencies, Non-
Departmental Public Bodies and local authorities. The
example, set out in Figure 9 overleaf, of the Home
Office's arrangements, illustrates the key links between
the Home Office's aim and objectives and the delivery
of their targets by service providers. The Home Office
are responsible for services delivered to the public

Illustration of the content of government performance measurement documents8

PUBLIC SERVICE 
AGREEMENT
(extract relevent to 
target for decline 
in farmland birds)

SERVICE DELIVERY 
AGREEMENT
(extract relevant to 
target for decline in 
farmland birds)

Aim: One of the aims of the Ministry of Agriculture, Fisheries and Food is the "protection of the rural and marine 
environment and a thriving rural economy". 
Objective: To sustain and enhance the rural and marine environments and public enjoyment of the amenities they provide 
and to promote forestry.
Target: Care for our living heritage and preserve natural diversity by reversing the long term decline in the number of 
farmland birds by 2020, as measured annually against underlying trends.

"We are developing a strategy (by end October 2000) that uses the full range of our relevant policies to ensure that we 
meet this target:

a) We are consulting with interested bodies on how to develop and refine our understanding of the changes in
populations of farmland birds and with them will research further how to combat the causes of decline. We will,
also in consultation, make extensive use of reviews and evaluations of our policies to ensure they are effective and
delivering value for money.

b) We have identified a number of management prescriptions for farmland that improve bird numbers and have
included as many as possible in the agri-environment schemes which form part of the England Rural Development
Programme (ERDP), such as the organic farming and the arable stewardship schemes. 

c) The Common Agricultural Policy (CAP) has a significant influence on farming methods and we will be working to
ensure that CAP policies, such as those on set-aside management, have biodiversity as a key objective.

d) We will also be encouraging measures which are not directly related to habitat management but which encourage
environmentally sensitive farming through market forces, such as farm assurance schemes. 

The ERDP is available on our website, and includes performance targets."

TECHNICAL NOTE
(extract relevant to 
target for decline 
in farmland birds)

"National Statistic: The data relating to breeding populations of farmland birds is a National Statistic and is the 
responsibility of the DETR. Details can be found at: http://www.statistics.gov.uk
Scope: UK. Can consider tightening the scope when figures become available for England.
Timing and Definitions:

a) The 20 species of farmland birds are defined in the National Statistic. The indicator will provide an overall
assessment of trends in farmland bird numbers but numbers and targets for individual species will also continue to
be monitored and published.

b) A research project, due before December 2000, has been commissioned to produce a smoothed indicator of the
populations of farmland birds to enable the underlying trend to be monitored as required by the target. This work
will also determine how we measure whether we have reversed the long term decline by 2020. We will add the
results of this research work to this technical note as soon as it becomes available.

Methodology: The National Statistic is currently based on the Common Birds Census. After 2001 it will be based on the 
Breeding Bird Survey. The new data will be consistent with the historical data so the target will not be affected."

Source: Extracted from Ministry of Agriculture, Fisheries and Food's Agreements and Notes

This figure illustrates the public information provided on the Ministry of Agriculture, Fisheries and Food's target for reversing the decline in the number of 
farmland birds by 2020
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through agencies and local authorities (including police
authorities) and are involved in substantial joint working
with other Departments on cross-cutting activities.
Figure 9 also illustrates the links between the Home
Office and the cross-cutting areas Action Against Illegal
Drugs and the Criminal Justice System.

Cross-departmental reviews

1.14 Figure 9 illustrates the fact that many government aims
cannot be achieved by a single Department or Agency
acting alone. In all the eight countries studied by 
our consultants, the need for 'cross-cutting', 
co-ordinated or 'joined-up' policies and services had
been clearly recognised. In most cases, however, this
had been addressed as an evaluative, management or

Links between the Home Office Public Service Agreement, other Departments' and cross-cutting units' Public Service
Agreements and service providers

9

This figure shows how the Home Office Public Service Agreement links to other Departments' and cross-cutting Units' Public Service Agreements and the 
links to those who deliver services 

GOVERNMENT'S KEY OBJECTIVES FOR 2001-04
�  Increasing opportunity for all
�  Building responsible and secure communities
�  Raising productivity and sustainable growth
�  Securing a modern International role for Britain

CRIMINAL JUSTICE  SYSTEM  
Includes overall aim for the Criminal Justice 
System and targets which will be delivered by 
the Home Office, Lord Chancellor's 
Department and the Law Officers' Departments

ACTION AGAINST ILLEGAL DRUGS  
Includes overall aim to create a healthy and 
confident society, increasingly free from the 
harm caused by the misuse of drugs

CROSS CUTTING 
PUBLIC SERVICE 
AGREEMENTS

DEPARTMENTAL
PUBLIC
SERVICE
AGREEMENTS

HOME OFFICE
SERVICE 
DELIVERY 
AGREEMENT

HOME OFFICE
BUSINESS 
PLAN

SERVICE 
PROVIDERS

HOME OFFICE 
Includes targets:
� shared with other Criminal Justice System

Departments such as reducing crime
� for Action Against Illegal Drugs. The target

on reducing the proportion of under 25
year olds reporting the use of Class A drugs
is shared with Department for Education
and Employment and the Department of
Health

� which are the sole responsibility of the
Home Office such as processing asylum
applications

OTHER CRIMINAL 
JUSTICE SYSTEM 
DEPARTMENTS
�  Lord Chancellor's

Department
�  Law Officers'

Departments

OTHER 
DEPARTMENTS 
CONTRIBUTING TO 
ACTION AGAINST 
ILLEGAL DRUGS
Includes:
�  Cabinet Office
�  Department

of Health
�  Department for

Education and
Employment

EXECUTIVE AGENCIES AND 
NON-DEPARTMENTAL PUBLIC 
BODIES (e.g. Prison Service and 
Passport Agency)
Business Plans and Annual Reports 
contain:
�  Agencies' key performance

 targets
�  Charter Standards

LOCAL AUTHORITY SERVICES
(e.g. Police, Fire)
Best Value plans contain:
�  Best Value performance

 indicators
�  Local performance indicators

OPERATIONAL UNITS WITHIN 
THE HOME OFFICE
(e.g. Immigration and Nationality 
Department)
Internal plans contain:
�  Internal targets and measures
�  Charter Standards

Source: Home Office and National Audit Office

HOME OFFICE
Explains:
� How Public Service Agreement targets will be delivered
� How performance will be improved, including action on the

Modernising Government agenda

HOME OFFICE
Provides a comprehensive statement of the Home Office's aim, 
objectives, targets and performance measures
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budgetary issue rather than one of performance
measurement. Only Canada and, to a lesser extent, the
United States had attempted to create more joined-up
performance measurement systems.

1.15 In the United Kingdom, 15 cross-departmental reviews
were established, to build on the January 2000 report -
"Wiring it up" - by the Cabinet Office's Performance and
Innovation Unit, which sought to improve the
formulation and management of cross-cutting policies
and services (Figure 10). These cross-cutting reviews
resulted in an increase in joint working arrangements
and additional resources to tackle the key issues
identified. In some cases "pooled budgets" have been
created, looked after by a single department but
managed by a cross-departmental group of Ministers.
Four of the reviews have associated Public Service
Agreements - Sure Start, Welfare to Work, the Criminal
Justice System and Action Against Illegal Drugs. In the
other reviews, Departments are aiming to co-ordinate
their policies and programmes by sharing targets in their
Public Service Agreements.

1.16 The Spending Review 2000 has increased the focus on
joined-up working. The Welfare to Work cross-cutting
review and Public Service Agreement is an example
where the focus on joined-up working has resulted in
improvements to the targets set. Traditionally the
Department for Education and Employment had focused
on unemployed people and the Department of Social
Security on inactive welfare recipients. The Welfare to
Work cross-cutting review enabled policies for these two
groups to be considered together (see Case study 1).

The Treasury and Cabinet Office's
roles
1.17 The Treasury’s Public Service Agreement objectives

include improving the quality and cost-effectiveness of
public services. They lead on designing the Public
Service Agreement target regime and work with
individual Departments in selecting targets and
monitoring progress. The Treasury devise guidance in
support of the performance measurement regime and
have communicated a strategy for developing
performance measurement. In partnership with the
Cabinet Office, they have provided Departments with
guidance and advice on preparing Public Service
Agreements, Service Delivery Agreements and Technical
Notes. The Cabinet Committee - Ministerial Committee
on Public Services and Public Expenditure - which
monitors Departments’ progress towards their Public
Service Agreement targets, is supported by Treasury and
Cabinet Office officials.

1.18 The Cabinet Office's aim is to ensure the Government
deliver their priorities, and in particular the Modernising
Government agenda which promotes quality,
effectiveness, responsiveness, electronic service delivery
and better policy making in public services. The Cabinet
Office lead work on cross-cutting issues such as drugs,
social exclusion and women’s issues and also
contribute to the development of policy on performance
measurement issues. They work closely with the Treasury
to ensure that Modernising Government commitments
are taken forward by Departments’ plans and share
policy responsibility for Executive Agency and Non-
Departmental Public Bodies' targets. Through the Civil
Service Reform programme the Cabinet Office are
working with Departments and agencies across
government to improve their capacity to deliver better
services. An important strand of this programme is
improving business planning across the Civil Service
and developing measures to evaluate delivery. Sir
Richard Wilson, the Head of the Home Civil Service,
reports directly to the Prime Minister on the delivery of
the Civil Service Reform programme.

Cross-departmental reviews

The following 15 cross-departmental reviews were undertaken as part
of the Spending Review 2000:

� Government Intervention in Deprived Areas

� Sure Start and Services for the Under Fives

� Young People at Risk

� Welfare to Work and ONE

� The Criminal Justice System

� Crime Reduction

� Action Against Illegal Drugs

� The Active Community

� Care and Support for Older People

� Rural and Countryside Programmes

� Local Government Finance

� Science Research

� The Knowledge Economy

� Conflict Prevention

� Nuclear Safety in the Former Soviet Union

Source: Spending Review 2000

10
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5 Opportunity for all - Tackling poverty and social exclusion - CM 4445, September 1999

Case Study 1

Welfare to Work

This case example summarises how the coverage of the Welfare to Work programme in Public Service

Agreements has evolved. The 2001-04 cross-cutting Welfare to Work Public Service Agreement provides a

joined-up outcome focused statement of the Government's priorities for this programme.

The Government aims "to provide employment opportunity for all, thereby improving life chances, reducing poverty and

allowing the economy to grow without running into skills shortages."

Delivery by:

1999-2002 Targets: The 1999-2002 Public Service Agreements for these three departments included targets covering

employment and poverty alleviation. The targets, some of which were shared, covered a mix of inputs, outputs and

outcomes. For example:

� The Treasury had a target to "put in place policies to reduce structural unemployment over the cycle"; and 

� The Department for Education and Employment and the Department of Social Security had a joint target covering the

numbers of lone parents and disabled people entering the New Deal. 

Cross-cutting review: The review sought to find ways of increasing the labour supply by moving as many unemployed

people and inactive welfare recipients, who could work, into jobs and active competition for jobs. It explored options for

countering poverty and social exclusion by helping out-of-work benefit recipients facing the most severe disadvantages to

compete effectively for jobs. 

The review led to the first cross-cutting Welfare to Work Public Service Agreement. The Agreement builds on the existing

joint work in this area, for example on the administration of Jobseeker's Allowance and New Deal, and provides the

strategic direction for the new Working Age Agency due to be established during 2001-02 bringing together the

Employment Service with part of the Benefits Agency.  

2001-04 Targets: The Welfare to Work Public Service Agreement includes an outcome focused set of targets which build

on the targets set in the 1999-2002 Public Service Agreement and reflect new initiatives and changes to policy.

Targets included in the 2001-04 Welfare to Work Public Service Agreement

1. Increase employment over the economic cycle. An improved outcome target.

2. A continued reduction in the number of unemployed people over the age of 18 over the three years to 2004, taking

account of the economic cycle. An improved outcome target.

3. Reduce the number of children in households with no one in work over the three years to 2004. Consistent with the

thrust of "Opportunity for all - Tackling poverty and social exclusion" 5. 

4. Over the three years to 2004, increase the employment rates of disadvantaged areas and groups, taking account of

the economic cycle - people with disabilities, lone parents, ethnic minorities and the over 50s, the 30 local authority

districts with the poorest initial labour market position - and reduce the difference between their employment rates

and the overall rate. Consistent with the philosophy of the wider Government Intervention in Deprived Areas cross-

cutting review.
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1.19 The Cabinet Office’s “Wiring It Up” report called for the
development of a Government-wide performance
information strategy. A group consisting of officials from
the Treasury, who are in the lead, the Cabinet Office, the
National Audit Office, the Audit Commission and the
Office for National Statistics have taken this work
forward and developed criteria for performance
measurement systems and have improved public bodies
access to expert advice on how they can develop their
measurement systems. The criteria which are
reproduced in Figure 11 are consistent with the
emerging good practices discussed in this report, and we
make reference to them where relevant in this report.

The introduction of Public Service
Agreements represents an ambitious
programme of change
1.20 The greater focus on outcomes represents a major

change in emphasis for many Departments. The analysis
of the Spending Review 2000 Public Service
Agreements identified a shift in emphasis of targets
towards outcome focus. Departments are in the process
of implementing their measurement systems to assist in
monitoring the achievement of these outcome targets.
Parts 2 to 4 of this report identify the challenges faced by
Departments and illustrate how they are being met in
the following three key areas:

� Selecting performance measures (Part 2);

� Implementing Public Service Agreement targets to
improve performance (Part 3);

� Collecting good quality performance data (Part 4).

The reasons for undertaking this
examination
1.21 Our work on performance measurement reflects its

increasing importance within government, in
mechanisms such as controls, Agreements and targets.
This examination follows on from our report on "Good
Practice in Performance Reporting in Executive
Agencies and Non-Departmental Public Bodies"6,
extending our coverage of the topic into the broader and
more strategic objectives of Departments themselves,
where the challenges presented by performance
measurement are generally reckoned to be most severe.
In view of the challenges faced, and the novelty of the
latest, outcome-based Agreements, we aim to find and
highlight good practices which could be of relevance to
all Departments as they develop and implement their
Public Service Agreement targets. Given the relative
infancy of the Public Service Agreement initiative, we
were not able to examine in detail how departments had
used the performance information they collect to
monitor progress against their targets. The success of the
initiative, however, will depend to a large degree on the
extent to which departments can use this performance
information to identify what works and why.

The methodology employed
1.22 In line with this objective we undertook a number of key

exercises, explained briefly below (and in more depth in
Appendix 1):

� A survey of the major Departments to identify the
main challenges they were facing in measuring
performance and to seek Departments' views on
how they were overcoming the major difficulties;

� Interviews with those involved in developing cross-
cutting performance measures; 

� An examination of performance measurement
methodology and practices used overseas; and

� An examination of performance measurement in
local authorities.

6 HC 272 Session 1999-2000, March 2000

Core criteria for performance measurement systems in the
public sector 

Source: Performance information framework

11

Criteria

Focused

Appropriate

Balanced

Robust

Integrated

Cost-effective

Explanation

on the organisation's aims and objectives;

to, and useful for, the stakeholders who are
likely to use it;

giving a picture of what the organisation is
doing, covering all significant areas of work; 

in order to withstand organisational changes or
individuals leaving;

into the organisation, being part of the business
planning and management processes; and

balancing the benefits of the information
against the costs. 
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Selecting and designing
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2.1 In this part of the report we identify the main challenges
that Departments have encountered and the approaches
they have adopted in selecting and designing high-level
outcome-focused measures. Good measures clearly
demonstrate the achievement of objectives but also
encourage the right behaviours and avoid distortions.

Measuring the achievement of
objectives

"The starting point for the setting of targets should be
the Government's overarching themes and the

departmental objectives, from which they should flow.

An individual target should be directly linked to the
delivery of a specific objective and each objective

should normally be covered by a target.

Performance targets should as far as possible be 
an outcome."

Source: Spending Review 2000 Guidance, Treasury, Autumn 1999

2.2 We analysed the nature of Public Service Agreement
targets arising from the 1998 and 2000 spending
reviews to see how far targets were directed at outcomes
(Figure 12). The results show that there has been a
significant increase in the proportion of outcome
targets. The absolute number of outcome targets has
increased too, demonstrating the increased focus on
outcomes.

2.3 We asked Departments the extent of the challenges they
found in selecting and designing high-level outcome
measures. Figure 13 overleaf shows their responses in
respect of eight design factors. The results show that the
design of outcome measures posed significant
challenges - more so than those found in areas such as
implementing targets or collecting suitable data.

Change in the types of Public Service Agreement targets12

These charts show that the percentage of Public Service Agreement 
targets with an outcome focus have increased significantly

Public Service Agreement targets 1999-2002

Public Service Agreement targets 2001-04

Inputs 7%

Inputs 5%

Process
 51%

Outputs
13%

Process
14%

Outputs
27%

Source: Professor Colin Talbot, July 2000

Source: National Audit Office

Outcomes 15%

Outcomes 68%
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2.4 Through analysis of the results of the questionnaire,
together with subsequent discussions with Departments,
we identified four areas of most concern to them: 

� Establishing suitable measures for outcomes and
targets shared with other departments;

� Devising outcome measures that adequately explain
what they want to achieve, in a succinct and
measurable way; 

� Identifying the Department's contribution to the
achievement of desired outcomes, and the value of
policy work; and

� Encouraging desired behaviours.

Shared Outcomes and Targets
2.5 Significant outcomes cannot always be achieved by

organisations working alone: partnerships with other
Departments and agencies are often essential. Some
Departments have been able to develop Public Service
Agreement targets that contribute to cross-cutting
objectives from existing sets of high-level indicators. In
other instances Departments have worked together,
sometimes as a result of cross-cutting reviews
established by the Treasury, to establish joint Public
Service Agreement objectives and targets. 

Challenges in selecting and designing high level outcome focused performance measures13

0 10 20 30 40 50 60 70 80 90 100

Establishing agreed high-level 
measures for outcomes which are 

shared with, or influenced by, other 
Departments

Identifying high-level quantifiable 
measures of the intended outcomes

Identifying measures which show 
the value of policy work

Identifying meaningful high-level 
measures which are sufficiently 

comprehensive to reflect the impact 
over the whole of the Department's 

objective

Obtaining measures which reflect 
all the main dimensions of 

performance

Establishing measures which show 
the department's contribution to 

final outcomes

Ensuring that individual PSA 
performance targets and measures 

are designed to minimise the risk of 
distortions

Ensuring areas of the Department's 
business which are not covered by 
PSA targets receive an appropriate 

level of attention and resources

This figure shows how Departments rated challenges encountered in selecting and designing high-level outcome focused performance measures

Little or No Moderate Great Very Great

Source: National Audit Office

6 18 76

30 35 35

6 29 24 41

6

6

29 24 41

29 41 24

18 53 23 6

37 19 44

59 29 12
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2.6 The Government's high-level objective of sustainable
growth is one of their cross-cutting objectives. It is
supported by a comprehensive set of sustainable
development indicators. These indicators were
established by the Department for the Environment,
Transport and the Regions as a way of focusing attention
on sustainable development and promoting greater
integration of policies, both within government and
amongst industry and the general public. The
sustainable development indicators have assisted
Departments in selecting and designing targets for their
Public Service Agreements. The Department for the
Environment, Transport and the Regions' Public Service
Agreement contains 19 targets - 18 of which are linked
to the sustainable development indicators. In addition,
the indicators are reflected in Public Service Agreement
targets set for 11 other departments thus encouraging
action which should promote sustainable development.
Figure 14 provides examples of how the sustainable
development indicators have been reflected in Public
Service Agreements.

2.7 This approach has worked well in helping to raise the
profile of a cross-Government set of objectives, while
recognising that attempting a full set of shared targets
would have became unwieldy, and would have
struggled to reflect the particular circumstances of

individual Departments. One of the key factors
underlying the success of this approach has been the
work done by the Department for the Environment,
Transport and the Regions in publicising their set of
standard indicators, and their efforts in promoting the
cause of sustainable development across government.

2.8 In other priority areas involving the possibility of joint
working, cross-departmental reviews undertaken during
Spending Review 2000 examined how Departments
could work effectively together, for example, through
the establishment of joint targets. Some 15 such reviews
led to three revised cross-cutting Public Service
Agreements - Sure Start, Action Against Illegal Drugs
and Criminal Justice System - and a new cross-cutting
Agreement for Welfare to Work. These cross-cutting
Public Service Agreements, especially when under
pinned by common planning arrangements, can
effectively communicate Government priorities and
encourage joint working amongst a small number 
of Departments. These Agreements encourage
Departments to focus on shared priorities by
establishing joint targets, considering how funding can
be used flexibly and requiring Departments to jointly
account for their performance.  

Link between Sustainable Development Indicators and Departmental Public Service Agreements 

Source: National Audit Office

14

Sustainable
Development Indicator

Homes judged unfit to
live in

Expected years of
healthy life

Road traffic

Passenger travel by
mode

How children get to
school

Average journey length
by purpose

Traffic congestion

Emissions of
greenhouse gases

Type of link

Direct

Direct

Indirect

Joint

Department

Department for the
Environment, Transport
and the Regions

Department of Health

Department for the
Environment, Transport
and the Regions

Department for Trade
and Industry/
Department for the
Environment, Transport
and the Regions

Public Service Agreement Target

Ensure that all social housing meets set standards of decency by 2010, by reducing
the number of households living in social housing that does not meet these standards
by a third between 2001 and 2004, with most of the improvements taking place in
the most deprived local authority areas as part of a comprehensive regeneration
strategy. 

Reduce substantially the mortality rates from major killers by 2010. Narrow the
health gap between socio-economic groups and between the most deprived areas
and the rest of the country.

Increase rail use in Great Britain (measured in passenger kilometres) from levels in
2000 by 50% by 2010, with investment in infrastructure and capacity, while at the
same time securing improvements in punctuality and reliability.

Increase bus use in England (measured by the number of passenger journeys) from
levels in 2000 by 10% by 2010, while at the same time securing improvements in
punctuality and reliability.

Double light rail use in England (measured by the number of passenger journeys) by
2010 from levels in 2000.

Improve the environment and the sustainable use of natural resources, including by
reducing greenhouse gas emissions by 12.5% from 1990 levels and moving towards
a 20% reduction in CO2 emissions by 2010.
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2.9 Where an outcome is influenced by a large number of
Departments or the outcome is not one of the
Government's main priorities a joint Public Service
Agreement is less likely to be appropriate, but there can
still be benefits from Departments taking a co-ordinated
approach to target setting. The cross-departmental
review of Government Intervention in Deprived Areas,
for example, considered how best to achieve the
Government's objective of narrowing the gap between
the most deprived areas and the rest of the country. To
support this objective the Department for Education and
Employment have set a Public Service Agreement target
for narrowing the gap between employment levels in
the most deprived areas and the rest of the country, and
floor level targets for the minimum level of education
standards to be achieved at age 16 in each local
education authority. The Department are also
committed to setting floor level targets at Key Stage 2
(age 11) and Key Stage 3 (age 14). Similar targets have
been set for each of three Departments responsible for
health, crime and housing. 

2.10 Departments, sometimes as a result of cross-cutting
reviews, have worked together to establish a number of
shared targets which cover more limited objectives
which do not feature in joint Public Service
Agreements. The co-ordination and collaboration
between departments on the design of performance
measures can help to strengthen relationships and focus
on strategic goals. For example, Case study 2 shows the
value of close co-operation and the agreement of joint
policy objectives between the Department for
International Development and the Treasury on the
development of debt reduction for heavily indebted
poor countries.

2.11 This case study demonstrates the importance of gaining
joint ownership for policy developments and agreement
on common policy objectives. In this instance,
agreement resulted in a more co-ordinated working
relationship, mutual trust and more effective working
relations and communication. Important linkages were
also established with other programmes which could
assist in achieving the government's overall objective.

2.12 Where Departments are working towards joint targets, it
is important to ensure that overall responsibility for
delivery of the target is clearly understood. Respective
responsibilities can be documented in Service Delivery
Agreements. For example, HM Customs and Excise
have a Public Service Agreement target to reduce the
availability of Class A drugs. This target is set within the
Government's Drugs Strategy, is owned by the Anti-
drugs Co-ordination Unit and is shared with a number
of Departments and Agencies. Customs are working to
ensure that each of the organisations involved
understand that achievement of the objective can only
result from effective co-operation. An inter-
departmental operations management group has been
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Case Study 2

Department for International Development and HM Treasury

Joint work on debt reduction
objectives and targets
This case study shows how the
Department for International
Development worked with HM Treasury
on debt reduction and the establishment
of a joint Public Service Agreement target. 

What are the Treasury and the
Department for International
Development trying to achieve in
providing debt relief for poverty
reduction?

The Treasury and the Department for International
Development (the Department) have separate objectives
relating to the UK economy and sustainable development, but
share a common target. The Treasury's objective is "promoting
UK economic prospects by pursuing increased productivity
and efficiency in the EU, international stability and increased
global prosperity, including especially protecting the most
vulnerable". The Department's objective is "to promote
sustainable development through co-ordinated UK and
International action contributing to the elimination of poverty
in poorer countries".

Some countries, through adverse economic factors,
misfortune, bad spending decisions, corruption or unwise
lending or borrowing, now have a level of debt that is too
high for them to repay. Debt relief measures have been in
existence since the early 1960s but the problem remains
huge. The International Monetary Fund and the World Bank
launched the Heavily Indebted Poor Countries (HIPC)
Initiative in 1996 in recognition of the need to reduce the
debts of some of the poorest countries.

To address the debt reduction issues, the Department and
the Treasury established a shared target "to promote the
inte-gration of developing countries into the global
economy through co-ordinated UK and international
action, including by the relief of unsustainable debt by
2004 for all heavily-indebted poor countries (HIPC)
committed to poverty reduction, building on the
internationally agreed target that three-quarters of
eligible HIPCs reach decision point by end 2000".

What are the measurement challenges faced by the
Treasury and the Department for International
Development?

The Treasury and the Department can only achieve their
shared target through working with other countries. The
challenges they face centre around how they can influence
multilateral and bilateral donors to raise the profile and
priority of debt relief, in particular how to:

� co-operate with each other to agree an international
target on debt relief;

� measure progress against the targets set for debt relief;

� assess the poverty reduction strategies of countries
whose debts are being reduced.

How have the challenges been addressed?

a) By having ownership from the top to influence
international partners

Close departmental co-operation since 1998 to increase the
priority of debt relief policy on the international agenda
resulted in joint ministerial agreement on the importance of

debt relief to the UK's international
development programme. From this
flowed senior management
commitment, heightened interest
and more effective joint working.
Greater co-operation was also
achieved in discussing and agreeing
a strategy for influencing the
direction of the debt relief
programme. This in turn resulted
in joint negotiations at
international meetings dealing with
the future of debt relief and the UK

successfully called for a review of the initiative, which
started in January 1999 and led to:

� the debt sustainability ratios (the targets for ratio of
debt to export or fiscal revenues used to determine the
amount of debt relief to provide) being reduced;

� countries being able to receive their debt relief after
three years, rather than six;

� larger proportions of relief being provided in the earlier
years.

The Initiative will now provide faster, wider and deeper debt
relief to poor countries committed to eradicating poverty.
Some $50 billion in debt relief should be provided - more
than twice as much as under the original Initiative. 

b) By strengthening the link between debt relief and
poverty reduction to encourage relief countries to tackle
poverty more effectively

The UK's joint working approach has given a higher priority
focus on debt relief and its potential to reduce poverty. As
part of the new approach to debt relief, governments are
developing national poverty reduction strategies setting out
how poverty will be tackled, and specifying how resources,
including savings from debt relief, will be spent. To help
countries to tackle poverty more effectively, the UK, in
addition to its assistance through HIPC, now provides:

� debt relief on all Export Credits Guarantee Department
and Commonwealth Development Corporation debt for
qualifying HIPC countries to free up more resources for
investment in poverty reduction;

� UK aid to help some countries service their debt ahead
of HIPC qualification and technical assistance in debt
management to enable countries to develop a better
understanding of their debt position, and develop
appropriate strategies on future borrowing.

c) By setting targets and monitoring progress

The poverty reduction strategies, on which UK and other
international assistance will be provided, will contain
important targets and timescales against which achievement
will be able to be measured. The high-level target set, and
agreed internationally, is for three-quarters of eligible
countries to be assessed for debt relief by the end of 2000.
The target represents an interim output measure that would
allow the initial progress in providing debt relief to be
measured. The challenge for the future is to measure the
impact of debt relief. This will not be how much debt is
cancelled, but how many people are lifted out of poverty.



established to oversee activities and Customs have been
allocated lead responsibility for performance against the
target, which will confer the necessary authority to
question any activities which are out of step with its
achievement. The Department's Service Delivery
Agreement sets out the specific contribution made by
them to the achievement of this target.

Devising suitable measures
2.13 Although a Department's aims and objectives may be

clear, the way that programme activities generate
outcomes may be complex. Moreover, they are rarely
the only influences on relevant outcomes. Good
performance measures capture not only the essence of
the policy objective, but do so in a way that shows the
contribution of programme activities to the outcome.
Such knowledge can also help Departments allocate
resources cost-effectively and identify intermediate
measures which they can use to track their progress to
the end outcome.

2.14 In order to improve their understanding of these factors,
some Departments have begun to develop sophisticated
models to demonstrate the relationship between their
activity and outcomes and to help them to devise
appropriate performance measures. Case study 3 shows
how HM Customs and Excise have developed a model
to support their objective to reverse the trend of tobacco
smuggling. The model draws on data from established
and robust data sources and from research the
Department commissioned on the extent of smuggling
and the motivation and profitability of smugglers. From
this strong evidence base the model can be used to
estimate the current level and future growth of the
problem and to predict the likely impact of their
activities on the level of smuggling. The model assists
the Department to assess the resources needed to
achieve the Public Service Agreement target and helps
them focus resources where they can have most impact.
It also helps them select intermediate performance
measures, such as the quantity of cigarettes seized and
gangs disrupted, which can be used to show the
progress they are making to the end outcome of
reducing the level of smuggling. 

2.15 Quantitative modelling can be expensive, however, and
some Departments have used simpler approaches based
on the mapping of influences on outcomes. The
Department for International Development, for
example, have begun to use information collected
through their evaluations of the performance of
individual country programmes to inform decisions
about future disbursements of overseas bilateral aid.
Research on the effectiveness of aid, carried out for the
World Bank, showed that to maximise the impact of aid
on poverty reduction, donors should target resources on
poor countries and particularly those with good policy
environments. The Department therefore plan to

measure their success on the basis of how effectively
they allocate their support, including the proportion of
assistance going to low income countries, and the
proportion going to low income countries with good
policy environments. Using this framework, the
Department can show that their expenditure on high
poverty countries has risen from 83 per cent in 1996-7
to 89 per cent in 2000-01 while expenditure on high
poverty/high policy countries has risen from 60 per cent
to 67 per cent.

2.16 Modelling and mapping have the potential to help
satisfy the best measures of desired outcomes, as well as
facilitating resource allocation, monitoring and
accountability. The choice of approach and level of
sophistication depends on the costs and benefits of each
approach. But without a good grip on the "programme
logic" underlying an outcome, Departments will
struggle to interpret actual outcomes correctly or to
demonstrate cost-effectiveness in their choice of actions.

2.17 The way in which outcome measures are expressed also
has implications for the interpretation of performance
and the costs of performance measurement activity. We
analysed the latest Public Service Agreement targets
according to the format of the measure. The results show
that by far the largest number of targets are on the
production, maintenance or increase of a simple
statistic.

2.18 In considering outcome measures, however,
Departments have sometimes found it valuable to
supplement measures of average performance with
measures of variation in performance. As part of the
Government's work to improve outcomes in deprived
areas the Home Office, for example, have
supplemented their target for reducing the number of
domestic burglaries across the country, with a floor
target. It states that no local authority should have a
domestic burglary rate that is more than three times the
national average by 2005. 

2.19 A similar approach has been taken where Government
set targets for local authorities. For some local authority
Best Value indicators - aimed at securing best value for
money from local services - the Government are
requiring authorities to set targets consistent with
reaching, over five years, the performance level of the
top 25 per cent of authorities at the time the targets were
set. This approach is intended to lift performance,
particularly in those authorities that are performing
poorly, narrow the range of performance and improve
the level of performance overall. Those authorities that
are already in the top 25 per cent are still required to
seek continuous improvement.
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Case Study 3

HM Customs and Excise
A clear understanding of the
impact of programmes will
assist in the selection and
design of outcome based
measures

This case study shows how HM

Customs and Excise have developed a

model of tobacco smuggling which

enables them to estimate the current

level of smuggling and the future

growth of the problem and allows

them to predict the levels of activity

needed to reverse this trend and

achieve the Public Service Agreement target. 

What is the nature of the tobacco smuggling

problem?

Nearly one in five cigarettes smoked in the UK are

smuggled and, without action, this could increase to one

in three, within a few years. The increased availability of

cheap cigarettes undermines one of the Government's key

health targets - to reduce smoking - and costs some 

£2.5 billion in lost tax revenue, around 25 per cent of all

tobacco revenue due. 

How do the Department propose to tackle this

problem?

The Department recognised that achievement of the

previous Public Service Agreement target, which was

aimed at increasing the revenue value of seized

cigarettes, might simply indicate an increase in the

underlying level of smuggling. The Department's 2001-04

target requires them to:

"reverse the current trend in tobacco smuggling so that

by 2004-05 smuggled cigarettes represent no more than

18 per cent of the market"

This new target was developed alongside the tobacco

smuggling model, which provides the means of measuring

the impact of the Department's programmes. 

How do they plan to measure performance?

The estimate of overall tobacco consumption used in the

model is the same as that used by the Department of

Health. Consumption figures are drawn from the General

Household Survey and supplemented by data from the

monthly Omnibus survey. These figures are compared

against data for legal supplies of tobacco, made up of UK

duty paid supplies, taken from the Department's own

statistics and the level of legal cross-border shopping,

derived from the annual International Passenger Survey.

All of these surveys are conducted by the Office for

National Statistics.

How do they allocate resources to different anti-

smuggling activities?

The Department commissioned research to establish

the factors motivating smuggling and tobacco

consumption more generally. They found that

profitability was the prime motivation for smugglers,

while price had an important role in reducing overall

consumption. Measures which were aimed at

maximising seizures and enforcing penalties would

therefore be successful in both deterring smugglers while

increasing the average price paid by consumers, and

hence containing demand.

The Department then constructed a model, drawing on

their experience of various anti-smuggling activities, to

assess the sort of activities and resources needed to

achieve their target. The model embraces activities and

issues such as:

� intelligence gathering;

� investigation work and its targeting;

� human and technological resources devoted to

detection and enforcement activity;

� asset confiscation and economic sanctions policy;

� joint working practices, with other agencies and

countries.

The model was used to gauge the effect of increased or

more effective activity in these and other areas, so that

resources could be allocated cost-effectively in pursuit of

the target. The model builds on the Department's analysis

of the level and nature of risk at each major port, so

helping them predict the additional level of seizures that

might result from a given application of resources, and

target resources accordingly.

The Department recognise that no model will ever be

completely reliable but they believe that their forecasts

are reasonably sensible and based on the available

evidence, and the model will be refined and adjusted,

over time, to reflect actual results achieved. They are now

beginning to develop similar models for alcohol and oil

smuggling. 



2.20 In other cases, the issue has centred on ways to ensure
that all parts of the country meet minimum standards of
performance. The Department for Education and
Employment, for example, require that by 2004 at least
38 per cent of pupils in every Local Education Authority
should obtain five or more GCSEs (or equivalent) at
grades A* to C, so setting a floor to the level of
achievement acceptable anywhere in the country. In
December 2000, the Government announced, for the
first time, minimum standards of local authority
performance in respect of two Best Value indicators,
under the Local Government Act 1999. A standard has
been set for the percentage of planning applications
determined within eight weeks in 2001-02 and
standards have been set for the level of household waste
recycled and composted, the first of which is to be
achieved in 2003-04.  

2.21 In a few cases, Departments used more complicated
indices of performance - which often permit broader
coverage for a measure, but also raise questions of the
weighting of individual elements within the index, and
the ease with which variations in the index can be
readily interpreted.

2.22 The existence of different formats of measures enables
Departments to match the measure closely to policy
objectives and their context. As experience with
outcome measures grows, there may be scope to
provide clearer guidance on the merits and drawbacks
of each format.

Measuring the Department's
contribution to the outcome 
2.23 The desired outcomes of programmes can often be

affected by factors outside the control of the
Department(s) responsible for their delivery. The
achievement of an outcome target could be
coincidental to the effects of the programme or in some
cases even in spite of them. In their guidance on the
development of targets, the Treasury state that where the
outcome is central to the delivery of a particular
Government objective, for example, reduced crime,
outcome targets should be set even though other factors
will affect delivery. They also advise, however, that
outcome targets should not be set where the
Department have no leverage over the activities of
external agencies that play a central part in delivery.

2.24 Where it is difficult to attribute changes in outcome to
the effects of the programme specially tailored methods
of measurement can help to overcome the problem.
Case study 4 shows how the Department of Trade and
Industry's Small Business Service have developed a
system which seeks to assess the contribution of the
Business Links scheme to the profitability and
productivity of assisted companies. It involves the use of

a set of similar but unassisted companies against which
the Small Business Service compare the results achieved
by assisted companies.

2.25 Departments also saw great challenges in identifying the
value of policy work in securing the desired outcomes -
where the outcomes are several stages "down the line"
and depend on the implementation of the policy as
much as on the policy itself. Since policy work does not
represent an "outcome" in itself, there need be no targets
for policy work in Public Service Agreement targets. But
being able to separate policy design factors from policy
implementation factors is an important element in
learning from experience. Some Departments and cross-
cutting teams have started to orientate traditional policy
and programme evaluation activity towards the needs of
the Public Service Agreement system.

2.26 The Department of Trade and Industry, for example,
have had a successful programme evaluation process in
operation for some years - and Case study 4 evidences
the expertise they have built up. In 1999, however, they
began the development of a new Policy Evaluation
strategy. In the past, evaluation within the Department
had been largely aimed at assessing the 
cost-effectiveness of individual programmes. But the
advent of outcome-based targets has led to some
broader based evaluations, and to work aimed at
assessing the relative effectiveness of activities that
contribute to the same outcome objective. The
Department of Trade and Industry hope this work will in
time allow evaluation results to be combined with other
research evidence to form a view on policy lessons
learned. These lessons will be reported to the
Department's Board annually, in time to influence the
annual resource allocation exercise.

2.27 Evaluations can complement performance measures by
providing a deeper view of performance. The cross-
cutting Sure Start Unit have established an evaluation
framework, which has just been commissioned. The first
phase of the evaluation will begin in early 2001 and will
run for approximately six and a half years. This work
involves a long-term, wide ranging evaluation of the
Sure Start programme in England and will look at the
impact that Sure Start has had in the short, medium and
long term on the children, families and communities it
is intended to help. The evaluation will determine
whether Sure Start works and also what works, under
what circumstances it works best, and also establish
how cost-effective it is. It will track a sample of Sure
Start children over time, to see whether and how Sure
Start has improved outcomes for them in later life. The
evaluation will identify good practice and disseminate
these findings to everybody involved in delivering
services to children and families. In order to answer
these questions, the evaluation will draw on information
collected by local Sure Start programmes in relation to
the Public Service Agreement targets and also undertake28
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Case Study 4

Department for Trade and Industry's Small Business Service

Assessing the added value of business
support services provided by Business
Links 

This case study shows how the Small Business Service

assess the added value of services provided by the

national network of Business Links by contrasting the

performance of companies receiving assistance with that

of a comparison group.  

What is the purpose of providing Business Support

to small businesses?

As part of their Public Service Agreement objective "to

promote enterprise, innovation and increased

productivity" the Department of Trade and Industry,

through their Executive Agency the Small Business

Service, provide grants to Business Links - partnerships

of local agencies. Business Links seek to improve

competitiveness of small firms by providing co-ordinated

business support, including information on business

start-up, international trade services and consultancy on

business growth and change management. 

How is the impact of Business Links measured? 

The impact of Business Links is difficult to measure as

business support services are just one of many factors

which will affect the performance and productivity of

assisted companies. To overcome this problem the Small

Business Service have developed a model which seeks to

estimate the contribution made by Business Links. The

model includes the following stages:

1. The Framework - this sets out the links between

inputs, activities, outputs, outcomes and economic

impact.  For example, assistance by an Export

Development Counsellor could be classified as follows:

Inputs The resources devoted by the Business

Link to help the business draw up a

plan to improve the level of exporting

or to export to new markets 

Activities The advice and consultancy delivered

to the businesses to do the above

Output The business increasing its export

activities or breaking into new

markets 

Outcome The impact on business performance

occurring as a result of increasing

export turnover or entry into new

markets

Economic Impact The impact on the local or national

economy of any business performance

improvements demonstrated by the

assisted business 

2. The key indicators of impact - these focus on the

significant measures of a company's performance -

productivity and profitability. The indicators are based on

data that Business Links aim to collect from all those

companies that they have given considerable assistance

to. The data includes turnover; assets; employment;

profits and exports. 

3. The comparison groups - these are a key part of the

process enabling the Small Business Service and Business

Links to estimate to what extent changes in business

performance of assisted companies is due to business

support. Consultants have been employed to establish

groups of business, which have similar characteristics to

those who have received support. These groups provide a

measure of what changes, for example, in productivity,

employment or turnover, would have happened without

business support - the counterfactual. 

The first results from the comparison group were made

available in January 2001. They will be used by the Small

Business Service to inform policy and reports will be

prepared with findings at local Business Link, regional

and national levels for comparison purposes.  

How will the framework be developed? 

The Small Business Service will revise the framework

during 2001 to take account of experienced gained so far

in operating it and to extend it to the other services

provided by the Agency.

small
business
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a wide range of new data collection. It will also support,
and be integrated with, the evaluations that each local
programme must undertake. These local evaluations
also build on the information programmes collect to
monitor Public Service Agreement targets. 

2.28 The Foreign and Commonwealth Office face a different
set of challenges. Although some of the objectives, such
as those referring to the economy, are similar to
Departments who focus on the UK, there are also
outcomes, such as those related to human rights and a
stable world, which are different in nature. Moreover,
the Foreign and Commonwealth Office have to cater for
different circumstances, and differing particular
objectives, in around 200 different countries. Very often,
it will be difficult to disentangle the effect of United
Kingdom Government action from other countries'
efforts and the work of stakeholders within the country.
And the timescales over which change takes place can
be very long. The Foreign and Commonwealth Office's
approach to performance measurement has been
developed after working with other progressive
Ministries of Foreign Affairs to find solutions to the
difficulties they face in developing qualitative measures
for foreign policy work.

2.29 For the Foreign and Commonwealth Office's non-
economic objectives, formal policy evaluation or model
building exercises are technically very difficult and
therefore unaffordable across the range of their activities.
Instead, the Foreign and Commonwealth Office have
listed the key activities and outputs that are needed, in
their judgement, to achieve desired outcomes. Activities
and outputs are targeted under the SMART regime -

specific, measurable, achievable, relevant and timed.
Figure 15 illustrates how the outcome-focused objective
for the Overseas Territories is supported by a target and a
series of activities and outputs. 

2.30 This process helps focus internal discussions on
priorities and resource allocation, while providing
transparency to external audiences and a basis for
monitoring and accountability. The approach has the
merit that it retains a focus on outcomes, is affordable,
permits a timely view of progress and makes explicit the
assumptions about what is needed to achieve outcomes.
While this approach lacks the full rigour of formal
modelling or evaluation work, and depends crucially on
the judgement of professionals in the field, it is hard to
see how this could be avoided, and over time it should
yield useful lessons about the type of activity that works
in certain circumstances, although specific review
exercises would be needed to capture all the
information relevant to an outcome and to analyse it.

Encouraging the desired behaviour
2.31 Public Service Agreement targets, by their nature, focus

on a relatively small number of operational priorities
and are intended to steer the behaviour of staff towards
achievement of the Department's key objectives. Such
targets however, also present the potential for perverse
outcomes and unwanted behaviour. Departments need
to carefully manage these risks when designing and
implementing their Public Service Agreement targets
and measures. Our survey showed that Departments
faced considerable challenges in:

� ensuring that individual targets and measures
minimise the risk of distortion; and

� ensuring that areas of their business not covered by
Public Service Agreement targets receive an
appropriate level of attention and resource.

Avoiding distortions

2.32 The following paragraphs show examples of the
potential for undesirable behaviour and distortion.
These examples demonstrate the need for Departments
to ensure that they fully understand the way in which
their programmes achieve impact, and that they target,
where possible, final outcomes rather than outputs.

2.33 The Department of Environment, Transport and the
Regions previously set local authorities targets for
increasing the proportion of recyclable household waste
collected. The Department found that some authorities,
having achieved this target, then incinerated the waste
rather than recycle it. The Department have revised the
target in the 2001-04 Public Service Agreement so that it
measures the true outcome - increasing the proportion of
waste recycled.

Foreign and Commonwealth Office's objective and targets
for the United Kingdom's Overseas Territories

The Foreign and Commonwealth Office's objectives for 2001-04
include:

� Secure and well-governed United Kingdom Overseas Territories
enjoying sustainable development and growing prosperity. 

This objective is supported by the following target:

� A new partnership between the United Kingdom and the
Overseas Territories which yields improved standards of
governance, human rights, the environment, sustainable
development and the security of the territories.  

The target will be measured by progress achieved against eight
specified outputs and activities which include: 

� Agree new Strategic Country Programmes in forty per cent of
inhabited Overseas Territories to ensure sustainable political,
judicial, economic and social development.

� Expansion of the economic base in six relevant Overseas
Territories to reduce dependency on tourism and/or financial
services by 2004.

� Slow the rate of degradation of key habitats/endemic species in
all Overseas Territories by March 2004 to promote sound use of
natural resources. 

Source: Foreign and Commonwealth Office

15
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2.34 The Department of Trade and Industry also rejected a
number of targets and measures for their 2001-04 Public
Service Agreement which initially appeared to promote
desirable outcomes but which in fact ran contrary to the
Department's objectives. For example, the Department
considered setting a target for reducing the number of
small business failures as part of their objective to
promote enterprise, innovation and increased
productivity. The target was dropped because their
economists argued that a high "churn" rate among small
businesses was a sign of a healthy economy.

Ensuring that all dimensions of performance
receive appropriate attention

2.35 Public Service Agreement targets focus on priorities and
where possible relate to outcomes that are deliverable
within the three-year Public Service Agreement period.
Inevitably, there will be some areas of the Department's
business which are not seen as immediate priorities and
which are not covered by Public Service Agreement
targets. This situation presents a number of risks:

� areas of business not covered by Public Service
Agreement targets may receive inadequate attention
or resources;

� staff working in these areas may not understand how
their work contributes to the Department's
objectives and may feel that their work is
undervalued; and

� staff may focus on achieving shorter term Public
Service Agreement targets rather than on long-term
outcomes.

2.36 To reduce these risks Departments have used other
performance targets and measures, for instance in their
Service Delivery Agreements, to provide a more
balanced and complete view of performance. For
example, the Department of the Environment, Transport
and the Regions have included additional outcome
measures, related to objectives that either do not have,
or which are only partly covered by, a Public Service
Agreement target. Business planning systems, which are
discussed in Part 3, can also assist Departments to
ensure that all major areas of performance are covered
by suitable targets. 

2.37 Departments need to adopt a consistent and
comprehensive approach to performance measurement
across the range of their responsibilities - even if some
measures are targeted and have a higher priority for
resources than others. Without a consistent approach,
important but non-priority areas may become neglected
- only to be promoted to priority status as performance
deteriorates. Then Departments may face an absence of
performance information in which to frame objectives
and measures, or to set baselines.
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Implementing Public Service
Agreement targets to raise
performance
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3.1 In this part of the report we examine the issues faced by
departments in implementing high-level Public Service
Agreement targets so that they encourage service
providers to improve performance.

Cascading Public Service
Agreement targets to service
providers is a key mechanism for
raising performance 
3.2 The achievement of the majority of Public Service

Agreement targets will depend on the outputs of
Executive Agencies, Non-Departmental Public Bodies
and other bodies outside of central government, such as
local authorities. If Public Service Agreements are to
drive behaviours and stimulate improvements in
outcomes they need to be translated into operational
targets that will motivate organisations and staff
delivering services. 

3.3 During Spending Review 2000, the Treasury informed
Departments that they should:

� establish clear and understandable links between
Public Service Agreement outcome targets and
related operational targets;

� be able to exert leverage or influence to ensure that
targets are delivered at the ground level; and

� establish ownership at a local level by involving
those who will deliver targets in their design. 

3.4 The Public Services Productivity Panel have reinforced
the importance of cascading high-level targets to service
providers and establishing ownership. The Panel are a
small group of senior business people and public sector
managers that have been established to identify ways to
help improve the productivity of the public sector. The
Panel have developed a business planning model that
has been endorsed by the Civil Service Management
Committee which comprises the permanent heads of
Government Departments. The model comprises five
interrelated elements (Figure 16). It encourages

Departments to establish reinforcement mechanisms,
such as linking rewards to performance, which will
motivate staff to deliver targets. 

3.5 The process of making targets operational will vary from
target to target. In some cases Departments can cascade
Public Service Agreement outcome targets to an
operational level. For example, the Department for
Education and Employment, local education authorities
and schools all have outcome-focused targets for raising
the performance of 16-year-olds in GCSE and equivalent
examinations. In other cases Departments set service
providers targets for outputs or activities that define
what is needed at a service delivery level to deliver the
national target. For example, to help achieve their target
for reducing the rate of reoffending among problem
drugs-misusing offenders, the Home Office have set the
Prison Service a supporting target for reducing the
number of prisoners failing random drug tests. 

Public Services Productivity Panel Business Planning Model16

A COHERENT SET OF PROFERMANCE 
MEASURES AND TARGETS

To translate the aspiration into a set of 
specific metrics against which performance 

and progress can be measured

ASPIRATIONS
To stretch and motivate the organisation

OWNERSHIP AND 
ACCOUNTABILITY

To ensure that 
individuals who are 

best placed to ensure 
delivery of targets have 

real ownership for 
doing so

RIGOROUS 
PERFORMANCE 

REVIEW
To ensure that 

continuously improving 
performance is being 
delivered in line with 

expectations

REINFORCEMENT
To motivate individuals to deliver the targeted performance

Source: Public Services Productivity Panel
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Departments face challenges in making
Public Service Agreement targets operational

3.6 We asked Departments to assess the extent of the
challenges they faced in cascading Public Service
Agreement targets and measures to an operational level.
Figure 17 illustrates the ratings Departments gave to
particular challenges. It shows that Departments face
the greatest challenges in dealing with issues of
ownership and reward for achieving targets, with lesser
but still common challenges in influencing service
providers' priorities and integrating Public Service
Agreement targets into normal planning activity. We
discuss some of the Departmental responses to these
challenges under the following chronological stages of
Public Service Agreement target implementation:

� translating Public Service Agreement targets into
operational targets which are owned by service
providers;

� linking such targets into business planning and
monitoring systems; and

� influencing the priorities of service providers'
through establishing appropriate incentives and
rewards for success.

Challenges in cascading performance targets and measures to operational level17

0 10 20 30 40 50 60 70 80 90 100

Ensuring that there are rewards which 
encourage those who deliver services 

to achieve or exceed targets

Getting 'ownership' from staff 
involved in delivering the services 

which will impact on the achievement 
of PSA performance targets

Estimating the range and volume of 
outputs required to deliver the desired 

outcome

Overcoming data limitations so that it 
is possible for PSA performance 

targets and measures to be cascaded 
and monitored at a local level

Ensuring that the Department has 
sufficient leverage and influence to 

ensure that those who deliver services 
treat PSA performance targets and 

measures as a priority

Translating PSA performance targets 
and measures into short-term or 

annual targets

Agreeing with those who deliver 
services, targets which are consistent 

with the PSA performance targets

Linking high-level PSA performance 
targets and measures with established 

business planing cycles (e.g. 
departmental business plans, agency 

business plans, local authority Best 
Value plans)

This figure shows how Departments rated the challenges encountered in cascading performance targets to an operational level

Little or No Moderate Great Very Great

Source: National Audit Office

6 12 47 35

6 23 53 18

6 41 35 18

6 47 29 18

24 35 29 12

18 53 17 12

29 47 18 6

65 23 12
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Translating Public Service Agreement targets
into operational targets which are owned by
service providers 

3.7 Communication, collaborative working and support are
key elements in securing service providers' ownership of
operational targets. Thirteen Departments told us that
consulting other stakeholders had helped them establish
targets and measures which can achieve improvements
in performance. Some had gone further by formalising
the process of consultation. Others had provided a range
of assistance to help service providers introduce new
measurement systems and set effective local targets.

i) Bringing all stakeholders together in a 
single group can help secure common 
ownership of targets and performance 
measures

3.8 Whereas most Departments consulted stakeholders in
specifying targets along the service delivery chain, some
brought all the stakeholders together in a single group, so
initially exposing any differences of view on best
practices or priorities, but ultimately facilitating cohesion
in target setting. The Home Office's work in developing
Best Value performance indicators for the fire service
provides an example of an inclusive approach.

3.9 The achievement of the Home Office's objective to
reduce the incidence of fire and related death, injury
and damage is crucially dependent on the services
provided by the local fire authorities. The Home Office
established a small formal group to ensure that this
objective was supported by developments under the
local authority Best Value initiative. The group
comprised representatives from the key interested
parties including Chief Fire Officers, the Local
Government Association, Her Majesty's Fire Service
Inspectorate, the Fire Brigades Union and the Audit
Commission. The group agreed to develop an outcome-
focused set of key service delivery indicators which
would support the Department's Public Service
Agreement, help fire authorities to secure Best Value and
would be meaningful to the public. 

3.10 Through face-to-face meetings the group members were
able to explore each other's points of view and consider
how existing sources of performance information could
be developed. The group developed a common view of
the Best Value performance indicators which would best
meet the differing needs of those managing, inspecting
and setting the strategic direction for the fire service. It
would have been more difficult to obtain this degree of
consensus and ownership through other methods of
consultation such as bilateral or ad hoc discussions. 

3.11 The proposed package of performance indicators drew
heavily on established sources of data so that it did not
add an unnecessary extra burden for fire authorities. It
was endorsed by Home Office Ministers and included in
a public consultation paper issued by the Government
and the Audit Commission setting out proposals for all
local authority services for 2000-01. A small number of
minor changes were made to the package of fire service
indicators to reflect the feedback received before they
were formally adopted. 

3.12 Figure 18 overleaf shows how the fire service specific
Best Value indicators support the Home Office's
objectives and their 1999-2002 Public Service
Agreement targets. For example, the Public Service
Agreement target for reducing fire related deaths is
mirrored by a Best Value indicator for the number of
deaths. Best Value authorities are required to set
improvement targets for the performance indicators and
to raise their performance towards the standards of the
best. The Best Value indicators also cover factors which
are likely to influence the number of deaths such as the
time taken by the fire service to attend calls and the
extent of their success in confining fires in dwellings to
the room of origin.

ii) Departments can encourage ownership by
assisting local service providers to introduce
new measurement systems and set informed
targets

3.13 By translating their outcome-focused targets to an
operational level, Departments may require service
providers to develop new systems for setting targets and
measuring their performance. Some Departments have
encouraged local ownership of these new processes by
assisting service providers to set stretching but
achievable targets for improving their performance.  

3.14 The Department for Education and Employment require
schools to set targets for the performance of children in
national tests and examinations at ages 11 and 16 as
part of a wider strategy to improve educational
standards. At the time of this report, the Department are
consulting on proposals to introduce statutory target
setting for pupils aged 14 also, in the context of their
2001-04 Public Service Agreement targets; and for
pupils with special educational needs whose levels of
attainment are likely to fall below the National
Curriculum levels. The Department want schools to take
responsibility for their own improvement. They have
therefore sought to encourage local ownership of the
target setting process, by making schools responsible for
setting target values and by giving them the freedom to
set additional targets which reflect local priorities. 
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How the Best Value indicators support the Home Office's 1999-2002 Public Service Agreement18

Home Office 
supporting 
objectives 

included in 
their Business 

Plan1

This figure shows how the Best Value indicators set for the Fire Service for 2000-01 support both the Home Office's objectives as set out in their 1999-
2002 Public Service Agreement and 2000-01 Business Plan and their Public Service Agreement targets

HOME OFFICE 
OBJECTIVE 7

Reduction in the 
incidence of fire and 
related death, injury 

and damage, and 
ensuring the safety of 

the public through 
civil protection

Number of calls to fire attended:
i) total calls (excluding false alarms) 

per 10,000 population;
ii) primary fires per 10,000 population;

iii) accidental fires in dwellings per 
10,000 dwellings

by reducing the number of fires 
by 31 March 2002 to a lower 
level than those currently 
projected on long-term trends 
(projected levels 608,100 per 
annum to 633,500 per annum)

2. To reduce the 
number of fires

Number of accidental fires in 
dwellings confined to room of origin, 
split between: major cities; smaller 

cities/large towns; smaller towns and 
urban residential areas; and

rural village areas

Percentage of calls to fire where the 
time taken to attend was within 

national standard

by reducing fire-related deaths 
in the home by 20% by 31 
March 2003, from an average 
starting point of 380 a year

1. To reduce 
deaths and injuries 

from fire

Number of deaths and injuries 
(excluding precautionary checks) 

arising from accidental fires in 
dwellings per 100,000 population

Number of calls to malicious false 
alarms per 1,000 population

Expenditure per head of population

False alarms caused by automatic fire 
detection apparatus per 1,000 non-

domestic properties

Average time taken to complete 
inspections for fire safety certificates

by an improvement in fire 
service efficiency of 2% a year 
including through: 
� increased co-operation and

collaboration between fire
brigades, including sharing
resources, and between
them and other emergency
services; and 

� the introduction of modern
standards of fire cover -
subject to the outcomes of
trials

3. To modernise the 
fire service and 

improve efficiency

Home Office 
Public Service 

Agreement objective

Home Office Public Service
 Agreement targets2

Best Value Fire Service 
performance indicators3

Notes: 1. The Home Office have a fourth supporting objective to reduce the potential for disasters to impact on the community. This has been excluded
from the diagram as this responsibility normally falls to local authorities, rather than fire authorities.

2. From April 2001 the Home Office will work to new high-level targets set during Spending Review 2000. The Home Office's 2001-2002
Public Service Agreement includes a target for reducing the incidence of accidental fire related deaths in the home. The Home Office Service
Delivery Agreement includes targets for reducing the number of fires and improving efficiency of the fire service.

3. Like all organisations covered by Best Value, fire authorities are subject to Best Value Corporate Health Indicators. These are not included 
in this diagram as they are not fire specific. The indicators which include, for example, staff sickness rates, should assist fire authorities to
modernise and raise their efficiency.

Source: Home Office and National Audit Office
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Case Study 5

Department for Education and Employment

Assisting schools to set targets for raising
educational standards

This case study outlines the package of support and

information schools receive to help them set informed

targets. It also explains how the Department have

evaluated the comprehensive package of performance

information they provide to schools each year.  

What are the Department aiming to achieve?

The Department's objectives include "ensuring that all

young people reach 16 with the skills, attitudes and

personal qualities that will give them a secure foundation

for lifelong learning, work and citizenship in a rapidly

changing world". This objective is supported in their 

2001-04 Public Service Agreement by targets for raising

educational attainment of children at age 11, age 14 and

age 16.

How do individual schools set targets? 

Each autumn schools are required to set targets for the

performance of those pupils who will take the National

Curriculum Tests at age 11 or GCSE/GNVQ examinations

at age 16 towards the end of the following school year,

that is five terms later. To encourage ownership of the

target setting process, each school's Governing Body sets

targets on the advice of the Headteacher and after

discussion with the Local Education Authority. Schools

can choose to augment the statutory targets with others

which reflect their own particular and local priorities.

For example, additional targets may be relevant for

pupils with special educational needs or high ability.

Since the target setting framework was established in

1998 the Department have provided a package of support

which explains to schools why they have been asked to

set targets and helps them to set informed ones. This

now includes: 

� The provision of funding to support training for

teachers and governors in managing comparative

data and target setting; 

� The publication every year of the Autumn Package of

Pupil Performance Information which provides

schools with national comparative performance

information, including value-added information and

benchmarks, collected by the Department, the Office

for Standards in Education and the Qualifications

and Curriculum Authority; 

� The dissemination of specific guidance material in

both printed form and on the Internet. The

Standards Website, for example, explains statutory

requirements for target setting and provides guidance

on what makes a good target and on how to use

targets to improve performance; 

� The work of Local Education Authorities. The actual

services provided varies from authority to authority

but includes disseminating and helping schools to

analyse national information and providing training. 

What performance information is provided to

schools?

The Autumn Package helps schools to review their

performance and set targets by providing three types of

performance information:

� National summary results to enable comparisons of

trends in the school's performance in the last five

years against national trends and thus clarify

understanding of the progress the school is making;

� Value added information to enable the relative

progress individual pupils have made to be compared

with progress made by other pupils from similar,

prior attainment, starting points. This information

shows, for example, the progress made by a

representative sample of pupils between their

performance in national tests at age 14 and their

GCSE/GNVQ results two years later; and 

� Benchmark information to help compare

performance with other similar schools and to show

what the best performing of these schools are

achieving. Schools are grouped together based on the

proportion of pupils known to be eligible for free

schools meals as this is an indicator of the social

disadvantage of each school's pupils. In addition, for

performance at age 11 and 16 separate tables are

provided grouping schools on the basis of their

pupils' prior attainment in the previous national

tests taken at age 7 and 14 respectively. 
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The Package also provides a number of tools to help

schools examine the information and calculate the

relevant figures for their own pupils. 

The Package is issued to all schools in both "hard"

paper and, this year, in "soft" electronic versions.

The electronic, interactive version processes

schools' own performance data for them and

demonstrates it in the context of the national

summary data. (This product is not yet free of

technical snags: a further evaluation of the whole

Package in the new year will help to inform plans

for improved products for the 2001 version.) The

Autumn Package can also be downloaded in both

its "read only" and interactive forms from the

Department's Standards Site, which also carries

other relevant information.

An integral part of the Autumn Package is the

Office for Standards in Education's Performance

and Assessment Report, which aims to help schools

see how their performance compares with others.

Each school receives their own report which

contains their individual performance data and

makes a judgement on their performance. 

How have the Department assessed the value

of the Autumn Package to teachers?

In January 2000 the Department commissioned an

external evaluation of the impact of the Autumn

Package on schools. Questionnaires were sent to a

sample of 1080 schools and 72 per cent responded.

The schools were asked for their views on how

useful they found the three types of performance

information provided. They were also asked what

changes should be made to the content and

presentation of the Package and how the format

and accessibility of the package could be improved.

By getting direct feedback from a large number of

schools the Department have obtained assurance

about the value of the Package in setting targets

and they have been able to make informed

revisions to the 2000 edition so that it will be

easier for schools to use. 

Case study 5 explains how the Department have
provided a mix of funding, training and guidance to
assist schools to benefit from the target setting process.
It also shows how the Department have worked with
other organisations to develop a substantial package of
pupil performance information. This performance
information enables schools to set informed targets by
helping them identify how they are performing against
both national standards and similar schools and assess
the progress their pupils can make. By commissioning
an external evaluation of this package the Department
have captured the views of schools about its impact and
as a consequence it has been revised to make it easier
to use.  

3.15 The Case study shows that by providing assistance to
service providers Departments can explain and
reinforce the importance of the target setting process
and encourage ownership of local targets. Assistance
should also improve the quality of targets, especially
where Departments have access to information and
skills, such as analytical expertise, that are not available
at a local level. 

Linking Public Service Agreement targets
into business planning and monitoring
systems

3.16 If Public Service Agreements are to drive the behaviours
of service providers they should form part of a coherent
business planning and monitoring system. This often
requires Departments to translate the longer-term
outcome-focused Public Service Agreement targets into
the short-term annual targets which have more usually
been used by public sector bodies. We found that
Departments had started to integrate Public Service
Agreements into their business planning systems so that
they could communicate and monitor priorities, and
some had done this in a way that gave them a balanced
view of overall performance.

3.17 The Ministry of Defence, for example, are in the process
of introducing a new performance management system
which will enable senior management to focus on their
strategic priorities, reflecting their Public Service
Agreement and other key strategic goals. Case study 6
overleaf explains how the Ministry are incorporating
their strategic priorities within a "Scorecard". This covers
performance from four different perspectives that show
both what the Ministry have delivered and the progress
they are making in developing their systems and people
to meet longer-term objectives. 
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Case Study 6

Ministry of Defence

A clear and comprehensive
set of strategic objectives is
necessary for effective
performance management 

This case study shows how the

Ministry of Defence have developed a

new Performance Management system

reflecting their Public Service

Agreement objectives and targets and ensuring greater

alignment of objectives throughout the Department. 

Why did the Ministry develop a new Performance

Management system?

In 1999, the Ministry concluded that their existing

management plans and reports failed to focus sufficiently

on the important performance issues. An analysis of the

existing Departmental plans and policies revealed well

over 100 strategic objectives, and performance reporting

was, for the most part, neither sufficiently timely, nor

robust enough to provide a basis for management

decisions. The Ministry therefore set out to transform

their existing performance reporting systems into a

coherent performance management framework, which

would enable senior management to focus on key

strategic issues, based on a coherent set of objectives and

targets throughout the Ministry.

How have the Ministry addressed this problem?

The Ministry's new system is based on the Balanced

Scorecard technique developed by Kaplan and Norton at

the Harvard Business School. The Ministry are using the

Balanced Scorecard as a means of capturing the strategic

intent of the Department in their plans, through the use

of fewer, more strategic and integrated objectives. This

will provide a sharper focus on results and a better

alignment between their external Public Service

Agreement objectives and those by which they manage

themselves.

The key to the success of the system is that it must

contain a unified and integrated set of objectives and

indicators that measure the outputs and outcomes of the

key processes. It takes a complete view of departmental

performance across not only the traditional "hard"

financial measures but also across "softer", more difficult

to quantify measures. Elements of the Ministry's Public

Service Agreement targets are reflected throughout the

four perspectives covered by the Scorecard. For example,

their targets on the readiness of military units and on

military operations are addressed in the Outputs and

Deliverables perspective, the target on recruitment and

retention of personnel is reflected in both the Resource

Management and Learning and Development perspectives

Defence Balanced Scorecard

Are we developing our people and organisations for the future?

Are we delivering what the Government expects?

How well are we planning and managing our resources? Are we organised as well as we can be?

Battle 
Winning 
Defence 

Capability

Outputs and Deliverables
Objectives include:
� Conduct successfully all operations and other Military Tasks as  directed 

by Ministers;
� Deliver military capability;
� Deliver force structure changes set out in the Strategic Defence Review.

Resource management
Objectives include:
� Construct a coherent forward programme to deliver efficient 

outputs against strategic objectives;
� Achieve broad manning balance with each Service and MOD 

Civil Service;
� Deliver the planned equipment programme. 

Process Improvement
Objectives include:
� Improve joint and team working;
� Improve resource-based planning, budgeting and  

accounting.

Learning and development
Objectives include:

� Invest in personnel and their families, valuing and developing them;
� Optimise MOD's access to and investment in global research and 

technology with relevance to defence;
� Be a world class information and knowledge-based organisation.
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whilst the Smart procurement target is covered by

the Process Improvement perspective.

What progress have the Ministry made?

The Ministry see 2000-01 as a trial year, with the

objectives and indicators still undergoing

development and refinement. So far they have

concentrated on redrawing the Department's

Strategic and Corporate Plans in the form of a

"Defence Balanced Scorecard", for use by the

Management Board. This Scorecard reflects the

Ministry's Public Service Agreement objectives as

well as other strategic objectives such as Civil

Service diversity and ethnic minority objectives.

Separate individual scorecards have also been

developed within each of the three Services, in

order to align their objectives with the Ministry's

overall strategic objectives. 

Progress against the various indicators will be

reported to the Management Board by means of a

"traffic-light" system to highlight areas which are

progressing well or where remedial action may be

necessary.

What are the anticipated benefits of the new

system?

The Ministry believe that the new system offers a

number of potential benefits:

� it will provide a clear focus at Board level and

lead to a greater corporate spirit throughout

the Ministry;

� it will enable the strategic high-level vision of

the Ministry to be translated into clear and

easily understood actions at operational level;

� it will align effort at all levels within the

Ministry behind the Board's strategic intent

and deliver better performance.

3.18 The Ministry's organisational units are often part of a
vertical chain supporting our Armed Service's front-line
capability. But such units also have links with similar
units in the other Armed Services, or with units, doing
the same job, within the same Service but in other
locations. So a standard approach to performance
measurement will help both vertical and horizontal
integration of units within the Ministry, and help to
reduce the time needed to develop a suitable
performance measurement regime for individual units.

3.19 Balanced Scorecard systems have also been adopted in
other countries, most notably Finland where they have
been used in conjunction with service charters and
other quality or performance frameworks such as the
European Foundation for Quality Management (EFQM)
to make the administration more efficient, transparent
and service orientated.

3.20 In other parts of the public sector Departmental
planning and monitoring systems must encourage large
numbers of local service providers to work towards
national objectives, whilst giving them the flexibility to
meet varying local needs and circumstance. The central
Sure Start Unit, for example, have established a
planning and monitoring system which uses high-level
targets, such as reducing the percentage of children
with speech and language problems, to communicate
priorities to the partnerships who deliver services at a
local level. 

3.21 Before partnerships receive funding they must submit
plans demonstrating how they intend to reach each of
the national targets set out in the Sure Start Public
Service Agreement and fulfil the national objectives.
Local partnerships produce their own milestones for
each of the national targets, with output related
milestones for the end of each financial year of the
programme, and with process related milestones for
each quarter of the first financial year. The partnerships
must provide certain core services such as home visiting
and support for families and parents, but can
supplement these with other services which reflect the
specific needs of their local community.

3.22 The Sure Start Unit assess progress against milestones
set by local programmes at regular intervals. The Unit
assist local partnerships to improve their performance
by, for example, identifying and disseminating good
practice and by running seminars and meetings where
partnerships can share their experiences with each
other. The Unit have also established a financial model
for relating expenditure incurred at a local level to the
different national objectives and targets. This assists the
Unit to identify variations at local level and to track total
expenditure across all programmes on individual
national objectives and targets.



3.23 The Sure Start planning model is particularly relevant to
those services where local needs vary considerably from
area to area and where it is desirable to give individual
service providers the flexibility to innovate. The
cascading of outcome targets communicates and focuses
attention on priorities, whilst allowing local service
providers to vary models of service provision and reflect
these in their own output and milestone targets.

3.24 The Department of Health face a similar challenge in
developing a performance management system which
provides local flexibility, but they must also ensure that
they collect performance information that meets the
needs of a wide range of internal and external
stakeholders. The Department have responded by
developing a Performance Assessment Framework to
underpin their management and reporting systems. 
Case study 7 explains how this Framework provides a
transparent and broad based outcome-focused
approach to measuring the performance of health
organisations, under six headings, which focus on the
needs of key stakeholders. Each heading is supported by
a set of performance indicators.

3.25 By providing a common definition of organisational
performance the Performance Assessment Framework
has:

� assisted the Department to develop their 2001-04
Public Service Agreement. Each of the Department's
Public Service Agreement objectives are drawn from
the Framework's headings;

� helped health organisations undertake
benchmarking and identify successful practice that
can improve performance. The Department of
Health encourage health authorities and trusts to use
the Performance Assessment Framework to compare
their performance with others;

� enabled the performance of health organisations to
be reported to stakeholders in a consistent manner.
The Framework will underpin public reports on the
performance of the Department and individual
health organisations.

3.26 Performance frameworks, like the Performance
Assessment Framework, are especially useful to
Departments with a large number of different
stakeholders and different organisational units as they
help define, communicate and compare key components
of organisational performance in a clear and consistent
manner. A similar framework has been adopted for local
government Best Value indicators which seek to provide a
comprehensive view of performance covering strategic
objectives, cost and efficiency, service delivery outcomes,
quality and fair access. The indicators should assist local
authorities to compare their performance and to set
targets for reducing variations.

Influencing the priorities of service providers
by establishing appropriate incentives and
rewards for success

3.27 Responses to the questionnaire show that Departments
have faced considerable challenges in influencing
service providers. Eighty-two per cent of Departments
rated the challenge of ensuring that there were rewards
which encourage service providers to achieve or exceed
targets as great or very great. Forty one per cent also said
they faced a great or very great challenge in obtaining
sufficient leverage to ensure those who deliver services
treat Public Service Agreement targets as a priority. Not
surprisingly, obtaining leverage was a particular
challenge where services were delivered by bodies
outside of central government.  

3.28 Departments had begun to address these challenges by
setting their Executive Agencies targets which support
their Public Service Agreement targets, and by
developing new funding systems to incentivise
organisations outside central government. However,
Departmental systems for rewarding staff remained in
their infancy.

i) Departments have started to develop
Executive Agency targets so that they provide
incentives for the Agencies and staff to work
towards priorities

3.29 Each year Departments, on behalf of their Secretary of State,
set their Executive Agencies key targets. These targets are
one of the main mechanisms for influencing the direction
and behaviour of their Agencies, available to Departments.
Some Departments have therefore revised Agency targets to
ensure that they support the Department's Public Service
Agreement objectives and targets. 

3.30 The Home Office and Prison Service, for example, have
worked together to establish a close link between the
Department's Public Service Agreement and the key
targets set for the Agency. The Prison Service's 2000-01
Business Plan showed that three of the five new targets
set for the Agency in 2000-01 were linked to the first set
of Public Service Agreement targets. During the course of
2000 the Home Office and Prison Service have reviewed
and changed the targets set for the Prison Service and
individual prisons to ensure they reflect the outcome of
Spending Review 2000 which, for example, increased
the focus on reducing reoffending by drug misusers. 
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Case Study 7

Department of Health

Using a performance
framework to obtain a
balanced view of performance. 
This case study explains how the
Department have developed a
Performance Assessment Framework
that provides a structure for obtaining
a broad-based view of performance
which meets the needs of different
stakeholders.

Why was the Performance
Assessment Framework developed?

In 1997 the Department of Health and the NHS
Executive undertook a review of the existing
performance management framework. The existing
approach was seen by both parties as placing too much
emphasis on efficiency measures, such as the number of
patients treated. They wanted to develop a broader
based approach to measuring performance which would
focus on the perspectives of most importance for
stakeholders, including those of users, carers,
professionals and the public.

What is the Performance Assessment Framework? 

After a consultation exercise in 1998, the Performance
Assessment Framework was published in April 1999. The
Framework breaks performance down into six key inter-
dependent areas which are easy to understand (see Figure).

The NHS Executive explained the links between the areas
as follows: 

"From an initial view of the health of
the diverse communities of the local
population under consideration
(Health Improvement), we need to
ensure that everyone with health
care needs (Fair Access) receives
appropriate and effective health care
(Effective Delivery) offering good
value for money for services
(Efficiency) as sensitive and
convenient as possible (User/Carer
Experience) so that good clinical

outcomes are achieved (Health Outcome of NHS Care), to
maximise the contribution to improved health (back to
Health Improvement)."

Each part of the Framework is supported by a series of
performance indicators. These currently focus on health
authorities but the Department want to introduce a
complementary set of indicators for NHS trusts,
including primary care trusts. They have already
established a Performance Assessment Framework for
Social Services. 

The Framework assists users to take a broad-based look
at the performance. It reduces the risk that behaviour is
skewed to a particular aspect of performance, at the
expense of other areas. 

The inter-relationship between the six elements of the
Performance Assessment Framework is illustrated in the
diagram below. 

Health Improvement
to reflect the overarching aims of 
improving the general health of

the population and reducing
health inequalities, which

are influenced by 
many factors,
reaching well 

beyond
the NHS.

Efficiency
to ensure that

the effective care
is delivered with the 

minimum of waste, and
that the NHS uses its

resources to achieve value
for money.

Health 
Outcomes of 

NHS care
to assess the direct 

contribution of NHS care 
to improvements in overall 

health, and complete the circle 
back to the over-arching goal of 

health improvement.

Fair Access
to recognise

that the NHS's 
contribution must begin
by offering fair access to

health services in relation to
people's needs, irrespective 

of geography socio-economic 
group, ethnicity, age or sex.

Patient/Carer Experience
to assess the way in which 
patients and their carers 

experience and view the 
quality of the care they 

receive to ensure 
that the NHS is

sensitive to 
individual needs. 

Effective Delivery of 
Appropriate Healthcare

to recognise that fair access
must be to care that is

effective, appropriate and
timely, and complies

with agreed standards.

Source: NHS Executive
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3.31 Figure 19 shows how the Home Office's new Public
Service Agreement target for reducing re-offending by
drug misusers by 2005 is supported by targets requiring
the Prison Service and individual prisons to tackle the
level of drug abuse. It shows that from April 2001 the
Prison Service and individual prisons will have to work
to achieve three new targets for increasing the numbers
of prisoners entering detoxification, drug treatment
programmes and counselling, assessment referral,
advice and throughcare programmes. All of the new
targets were developed in conjunction with the UK Anti-
Drugs Co-ordination Unit and appear in the Home

Office's Service Delivery Agreement which supports
their higher-level Public Service Agreement. In addition
to the targets shown in Figure 19 the Prison Service and
prisons have also agreed a range of other targets
covering their more general work to reduce the level of
reconvictions amongst all offenders.

3.32 By promptly working through the implications of
Spending Review 2000 the Home Office and Prison
Service were able to establish firm proposals by 
December 2000 for new targets that should be set for
the individual prisons. This ensured that the Prison

19

HOME OFFICE 
OBJECTIVE 4

Effective execution of 
the sentences of the 

courts so as to reduce 
re-offending and 
protect the public

Home Office 
Public Service 

Agreement objective

Existing targets set for the Prison
Service which from April 2001

will match the Home Office
Service Delivery Agreement

Notes: 1. The Home Office's Public Service Agreement also includes a target to reduce the level of reconvictions of all prisoners. This is supported
by a series of initiatives as well as related targets that are set for the Prison Service and individual prisons. The initiatives, such as improving 
educational standards, will help reduce the number of drug-misusers who re-offended.

2. Target values will vary from prison to prison.

Source: Home Office and the National Audit Office

How the targets set for individual prisons and the Prison Service support the Home Office's Public Service Agreement: 
Reducing re-offending by drug missusing offenders

This figure shows how the 2001-04 Public Service Agreement target for reducing the level of re-offending is supported by targets set for both the Prison 
Service and individual prisons for their work to reduce drug abuse. From April 2001 the Prison Service and individual prisons will supplement existing 
targets for random and voluntary drug tests with new targets for prisoners in detoxification and drug rehabilitation programmes and the number of full 
Counselling, Assessment, Referral, Advice and Throughcare assessments. 

Home Office 
Public Service 

Agreement target

New targets set for the Prison 
Service from April 2001 which 

match the Home Service 
Delivery Agreement

Existing targets set by 
individual prisons2

To reduce the levels
of repeat offending 
amongst problem 

drug-misusing  offenders 
by 25 per cent by 2005 

(and 50 per cent by 20081)

To ensure that the rate of positive tests
from random drug tests is lower than
12 per cent in 2001-2002 and lower
than 10 per cent by 31 March 2004 

To have 28,000 prisoners on a
voluntary drug testing compact 

by April 2002
 and to maintain that level thereafter

Increase the number of full 
Counselling, Assessment, Referral, 

Advice and Throughcare assessments 
from 20,000 in 2001-2002 

to 25,000 in 2003-2004

Increase the number of 
prisoners entering detoxification from

23,000 in 2001-2002 to 27,000
in 2003-2004

Increase the number of 
prisoners entering drug rehabilitation

programmes from 5,000 in 2001- 
2002 to 5,700 in 2003-2004

Percentage of positive random 
drug tests below specified level

Number of prisoners on a signed
voluntary drug testing compact 

above specified level

Number of full Counselling, 
Assessment, Referral, Advice and 
Throughcare assessments above 

specified level

Number of prisoners starting 
an agreed detoxification 

programme above specified level

Number of prisoners entering 
drug rehabilitation programmes 

above specified level

New targets set by individual prisons
from April 20012
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Service and prisons had time to develop their plans for
delivering new targets which support the Home Office's
high-level priorities.  

3.33 Within an Agency's package of targets there may be
certain targets which are of particular strategic or
operational importance. The Department for Education
and Employment and the Employment Service agreed
upon an innovative approach for communicating the
relative priority of individual targets to staff.  

3.34 Each year the Employment Service are set targets for the
number of people they place into jobs. In 2000-01, they
introduced a new nested target structure which used
implicit weights to prioritise each of the five national
targets for placing people into jobs. Case study 8 shows
how the targets were ordered and structured to give a
clear sense of the priority of finding jobs for the most
disadvantaged jobseekers - those participating in the
New Deal and Employment Zones and those with
disabilities. The order and structure of targets were
cascaded down through the Service's regions, and targets
that were set for individual offices reflected this prioritised,
nested structure. The impact of this new system on staff
behaviour will be examined at the end of the year as part
of the process of setting targets for 2001-02.

3.35 The process of weighting targets has the potential to
communicate priorities and provide appropriate incentives
for staff. It could be particularly valuable when an Agency,
such as the Employment Service, have been set a broad
package of targets which are of varying importance in
achieving the Department's overall priorities.

ii) Funding systems are being developed to
incentivise organisations outside central
government

3.36 Some Public Service Agreement targets will primarily be
delivered through agencies outside of central
government such as local authorities, voluntary sector
and organisations based overseas. The Treasury
recognised that it could be difficult to obtain adequate
leverage over such organisations and suggested that
Departments develop their existing performance
management and funding arrangements. Some
Departments have therefore started to develop systems
for rewarding organisations which perform well against
targets which contribute towards Departmental Public
Service Agreements.

Case Study 8

Department for Education & Employment & the Employment Service

How weighting targets can communicate priorities 

This case study shows how the Department for Education and Employment 

and the Employment Service introduced a system of weighting the Agency's 

job entry targets so that they communicate priorities to staff. 

Targets set for the helping people into work

In 2000-01 the Department for Education and Employment and the Employment Service agreed the following five targets

covering the Agency's work to help people without jobs into work:

1. To help 178,000 participants in the New Deals and all Employment Zones into work, directly or in partnership with

others;

2. To help 100,000 people with disabilities into work, directly or in partnership with others;

3. To help 295,000 disadvantaged jobseekers into work, directly or in partnership with others;

4. To help 735,000 people from welfare into work, directly or in partnership with others;

5. To help 1,325,000 jobless people into work, directly or in partnership with others. 

The targets were ordered to give a clear sense of the priority of finding jobs for the most disadvantaged jobseekers. The

first two targets, therefore, cover the most disadvantaged - those people participating in the New Deals and Employment

Zones and people with disabilities. 

The targets were "nested" to reinforce priorities. The numbers for the first and second targets - covering people participating

in the New Deals and Employment Zones and people with disabilities - also contribute to the third target covering all

disadvantaged jobseekers. Similarly the third target contributes to the fourth target for all people on welfare, and the fourth

contributes to the final target for all jobless people. A New Deal job entry would therefore count towards four targets. 
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3.37 The Department of the Environment, Transport and the
Regions are piloting the introduction of Public Service
Agreements for individual local authorities. These local
Public Service Agreements focus on improving service
delivery, partly through closer co-operation between
central and local governments. They have been
developed in close partnership with the Local
Government Association and local authorities.
Participating local authorities will agree to deliver
targets for key national outcomes, in areas such as
education and personal social services, and some local
outcomes. Targets will exceed the levels that authorities
had set themselves in their Best Value Performance
Plans. In return the authority can apply for pump-prime
funding of up to £1 million and the Government will
relax a range of planning, operational and financial
restrictions. If an authority achieves its enhanced targets
it will receive additional funding of up to 2.5 per cent of
budget. Through joint working with providers the
Department have therefore developed a system which
both helps authorities to raise performance by providing
greater freedoms and flexibilities and provides
incentives that the Local Government Association and
local authorities view as effective and worthwhile.

3.38 Several other departments have or are establishing
mechanisms for rewarding good performance. The
Department for International Development have
established a fund which will be used to give additional
money to those countries that have a good record in
poverty alleviation. And from 2001-02, the performance
of NHS organisations will determine the level of
autonomy they enjoy from, for example, their regional
office and their access to a performance fund. 

iii) Systems for rewarding staff for good
performance need to be established

3.39 As part of the wider Modernising Government agenda,
Departments have been asked to reform their systems
for rewarding senior civil servants by April 2001 and for
all other civil servants between April 2001 to
April 2002. Departments have been encouraged to
adopt systems which seek both to reward high
performers better than average performers in cash terms
and to incentivise people who are responsible for
delivery key business objectives. 

3.40 Our survey showed that Departments faced
considerable challenges in developing systems for
reinforcing and rewarding good performance, but
Departmental responses did not offer examples of how
they had tackled these challenges. In part this was
because of the difficulties encountered in designing and
resourcing equitable systems that effectively reward
good performance, support team working, deliver
sustainable improvements in performance and avoid
perverse behaviour. But development work was often in

hand: in November 2000, nine of the seventeen
Departments summarised their plans for rewarding civil
servants in their Service Delivery Agreements. These
Departments were all planning to introduce new
performance management and incentive pay systems for
staff at various dates throughout 2001-02.

3.41 In drawing up and introducing these plans Departments
are able to draw on the work of the Public Services
Productivity Panel who have examined performance
management systems, including systems for reinforcing
good performance, in a number of Executive Agencies
and Departments. The Panel have concluded that: 

"this [reinforcement] is probably the area of performance
management which the public sector has found most
difficulty in developing to date. The link between pay and
performance, in particular, tends to be extremely weak,
although performance-related pay has the potential to be
a critical factor in improving performance."

3.42 The Panel carried out an in depth study of the
performance based incentives for staff in the four big
office networks - the Benefits Agency, Employment
Service, Inland Revenue and Customs and Excise.7 The
Panel argued that the right incentives can:

� clarify objectives and engage employees more
directly with the goals of the organisation;

� motivate employees by linking an element of
compensation to the achievement of targets rather
than length of service;

� reward achievement and identify areas of under
performance; and 

� foster a culture based on teamwork and fairness.

3.43 The Panel proposed that "team bonuses should be paid
to reward and encourage achievement of Public Service
Agreement objectives. If targets are exceeded, the
Government should use part of the savings from
productivity improvement to fund bonuses." They
argued that such financial incentives should be an
essential part of a wider package which could include
flexible working hours, development opportunities and
non-financial rewards and prizes.

7 Incentives for change: Rewarding performance in national government networks, Public Services Productivity Panel, January 2000 
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4.1 This part deals with data collection and quality issues
which underpin the design and implementation of an
effective target regime. The part starts with a summary of
guidance on requirements for good data systems and then
moves on to tackle issues of sourcing data, ensuring that
the system as a whole is cost-effective and securing the
desired data quality. It highlights the need for a fresh look
at the information requirements of an outcome-orientated
target regime, and to make best use of existing streams of
high-quality data.

The requirements for performance data

4.2 The Government have recognised the importance of the
underlying streams of data used to fuel performance
measurement. The performance information framework
(see paragraph 1.19) aims to secure a degree of common
understanding of key concepts and criteria across
government as a whole. The framework suggests that
performance information should derive from a strategy for
performance measurement, and should provide, inter
alia, for target setting, performance monitoring and
verification. At a lower level, the framework lists criteria
that help Departments to build effective information
systems (see Figure 11) and criteria to create good
individual performance measures. These criteria had not
been finalised when we surveyed Departments, but we
have borne them in mind when assessing good data
collection practices. They encourage Departments to
think about characteristics of performance data such as,
reliability, comparability, timeliness, the ability to verify
data and cost of collection.  

4.3 We asked Departments to rate the degree of challenge they
faced in obtaining and using appropriate streams of data to
monitor their performance. Figure 20 overleaf summarises
Departments' responses. We address the major challenges
faced by Departments under three headings:

� acquiring appropriate data;

� improving the cost-effectiveness of existing data
systems; and 

� gaining assurance on the accuracy and reliability of
data.

Acquiring appropriate data

4.4 The move to outcome-focused Public Service
Agreement targets has shifted the emphasis away from
internal Departmental and Executive Agency
management information systems - concerned with
inputs, processes and outputs, for the most part - and
onto sources of data tracking the impact of Government
on the population overall. Such sources of data may be
collected by Departments for example through surveys,
or may be derived from external sources. We analysed
the new Public Service Agreements and their supporting
Technical Notes to form a broad view of the sources of
data implied by the new targets. Figure 21 on page 49
shows the results.

National Statistics

4.5 The figure clearly shows a key role for National Statistics
in Departmental performance measurement. If National
Statistics are suitable, then the Department benefit from
the standards of professionalism and quality assurance
associated with National Statistics. The arrangements for
National Statistics provide added assurance of the
relevance and accuracy of those statistics which are
published under its banner. Figure 22 on page 49
outlines the current structure. 

Data collected by local authorities and the
health service

4.6 Other important sources of external data are those from
local and health authorities which do not form part of
National Statistics. For local authorities, the Audit
Commission have overseen the collection of two
streams of data - those required from local authorities
under the Commission's statutory powers, and those
required from local authorities under the Department
for the Environment, Transport and the Regions' Best
Value initiative. Following consultation with local
authorities and other stakeholders the Audit
Commission have decided not to set separate statutory
performance indicators for 2001-02: all indicators of
interest will be brigaded under the Best Value banner.
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4.7 In the health sector, the Audit Commission working with
the Commission for Health Improvement have been
charged with validating the performance indicators
published annually under the Performance Assessment
Framework, which covers all key areas of NHS
performance (see Case study 7, page 43). This
publication will be accompanied by independent
commentaries from the two Commissions on local NHS
performance. The aim is to demonstrate to the public
that reported results are robust and reliable. 

Data collected by parties outside of
government

4.8 Departments also use data from sources which are not
part of government, and which therefore do not have
Government targets and monitoring in mind when
managing data collection and collation. In these cases,
Departments must be particularly careful to check on

the accuracy and relevance of the data - although they
may in practice have limited options even if they note
problems with the data readily available.

4.9 For their Public Service Agreement, the Department for
International Development, for example, rely on
statistics produced by countries receiving aid to
measure the impact of that aid. Statistics typically cover
the main economic indicators and areas such as poverty,
education and health. Where data are available, they
may not precisely match the Department's
requirements, and can be inconsistent or of varying
quality. The Department's approach has been to provide
technical advice and financial assistance to help
develop adequate data systems through both bilateral
and multilateral approaches. But the Department have
no ultimate control over these systems, and little choice
but to use the data produced - albeit with attention to
known defects.

Challenges in collecting robust and reliable performance data20

0 10 20 30 40 50 60 70 80 90 100

Acquiring performance data from a 
range of providers in the exact form 

required

Identifying and locating sources of 
data for performance measures

Getting assurance on the reliability 
of performance data

Ensuring the cost of collecting 
performance data does not 

outweigh the likely benefits of the 
data

Acquiring performance data in a 
timely way

Acquiring data from outside of the 
Departmental boundary (e.g. local 

authorities, private sector)

Getting national and local 
performance data on a comparable 

basis

Little or No Moderate Great Very Great

This figure shows how Departments rated the challenges encountered in collecting robust and reliable performance data

6 41 35 18

12 35 41 12

6 47 35 12

12 41 41 6

35 29 24 12

29 41 18 12

59 18 23

Source: National Audit Office
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Developing new streams of data 

4.10 Where Departments must run their own data collection
systems, then they have to satisfy the same sort of
criteria that underlie National Statistics. Such a system
can be expensive, and require skills and expertise that
are often in short supply - especially in smaller
Departments. The common mechanisms for generating
such data are through surveys of the target group, or
through local offices compiling data from their own
information. The examples below highlight some of the
issues arising in each circumstance.

4.11 The Lord Chancellor's Department found that they
needed better information on the resolution of disputes.
They propose to obtain such information through a
baseline survey of those in dispute, which will then be
repeated in 2003-04. Key factors of this survey include:

� the design of the survey instrument will draw on the
work of academic research in this field, thus
minimising development costs while increasing the
relevance and validity of the survey instrument;

� a two-stage sampling process has been devised,
bearing in mind estimates of the prevalence of key
features of interest in the population, to provide the
desired degree of accuracy while minimising
Departmental costs and burdens on respondents;

� the survey will be managed by the Research Unit
within the Legal Services Commission, drawing also
on the experience of academics in this field, so
ensuring that appropriate expertise is brought to bear;

� survey mechanics will be undertaken by a major
survey organisation, following a competition, thus
minimising the production costs of the survey phase.

Roles and responsibilities for National Statistics22

This diagram shows the responsibilities of the National Statistician, the 
Statistics Commission and Departmental Heads of Profession for 
Statistics in assuring the relevant, quality and integrity of National 
Statistics

Statistics Commission
(A non-executive body)

Responsible for advising on the 
quality, the quality assurance 
and priority setting for National 
Statistics, and on the 
procedures designed to deliver 
statistical integrity, to help 
ensure National Statistics are 
trustworthy and responsive to 
public needs. 

National Statistician

Professional head of National 
Statistics and Director of the 
Office for National Statistics 

Responsible for:
� professional statistical quality

of all National Statistics;
� establishing quality

assurance processes for
National Statistics;

� setting the professional
standards associated with
National Statistics.

Government Departments 

Within each Department a Head 
of Profession

Responsible within their 
Department for:
� professional integrity of

National Statistics;
� implementing National

Statistics quality assurance
processes;

� promoting the use of
departmental data sources for
statistical purposes. 

Minister for 
National 
Statistics

Parliament

Annual Report

Annual Report

Source: National Audit Office

13%

43%

14%

18%

12%

Data sources for 2001-04 Public Service Agreement
targets

21

This figure shows the distribtuion of the sources of data used for 
measuring 2001-04 Public Service Agreement targets

Notes: 1 National Statistics are outputs which Ministers have 
decided should come within the scope of the new 
arrangements (for National Statistics), and for which the 
their professional quality and integrity are assured by the 
National Statistician. National Statistics may be collected 
by the Office for National Statistics, Departments, 
Agencies and Non-Departmental Public Bodies. 

2 Excludes data collected by Departments, Agencies and
Non-Departmental Public Bodies that have been
classified as National Statistics. 

Source: National Audit Office analysis of Technical Notes

Other organisations 
mainly international 

Local 
Authority & 
Health Service 

Agency or 
Non-Departmental 
Public Bodies data 
or surveys2

National Statistics1

Departmental 
data, surveys 
or statistics2
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4.12 The Department have therefore taken steps to maximise
the quality of the data they will collect, while minimising
the costs - estimated at £1 million over the period. They
have focused on the information necessary, while setting
aside desirable factors, such as the commissioning of
interim surveys for monitoring purposes.

4.13 The Department of Trade and Industry faced a different
challenge when they introduced a new system for
measuring the impact of business support services
provided by the national network of Business Links. For
the first time individual Business Links were required to
collect and interpret information on the turnover, assets,
profits and employment levels of the companies they
had assisted (see Case study 4, page 29). The
Department helped Business Links to introduce the
system by providing a helpline and running workshops
to explain their impact assessment model, to discuss the
process of data collection and to obtain feedback and
answer questions. They also established written
guidance defining the model and the various
performance measures. 

4.14 The Department have provided ongoing support to
encourage Business Links to make use of the new system.
They continue to run annual workshops and have
responded to feedback from Business Links by, for
example, revising guidance and developing a new
spreadsheet to assist Business Links collect data. This
example shows that service providers may need a range
of ongoing support to help them to collect new data and
to make best use of new measurement systems.
Departmental support may be particularly important
where a service is provided by a network of organisations
and where organisations have limited access to the
analytical and other skills necessary to use data.

Improving the cost-effectiveness of existing
Departmental data systems

4.15 Several Departments have taken the opportunity
provided by the new outcome-orientated Public Service
Agreements to review their existing information systems,
to ensure that they were getting best value from them.
The results included:

� making better use of existing information through
closer alignment of stand-alone but related systems; 

� aligning the data required for performance
measurement and evaluation activity; and 

� reducing data streams when the cost of collection
outweighs the benefit of data. 

Making better use of existing information 

4.16 In the Department of Social Security, for example, the
challenge is to provide coherent information from stand-
alone systems covering different aspects of
performance, or different client groups. In the long term,
they plan to introduce an integrated system. But as
Case study 9 explains the Department have, as an
interim measure, started to draw on existing systems to
create a database of information which can be accessed
across the organisation, and used, amongst other things,
to monitor progress towards Public Service Agreement
targets. In addition to improving the availability of
information this project has the potential to reduce the
cost of data collection and analysis by sharing
information across systems and by reducing the time
required to analyse the data.

4.17 In another initiative to make better use of existing
information, the Youth Justice Board, working with
consultants, have taken action to improve the
information available to local service providers. The
focus of that attention was the management of
performance against a cross-cutting Public Service
Agreement target to reduce the time to process the cases
of persistent young offenders. National data are now
provided to local areas each month, rather than twice
yearly, and are accompanied by a report setting out
trends and the performance of each of their individual
courts. The reports also suggest action that might be
taken to tackle any problems.  

4.18 The Board have also developed easy to use performance
management tools to assist local areas to interpret and
use locally collected data on both cleared and
uncleared cases. By working with local areas the Board
have been able to develop these tools so that they tackle
real problems and reflect the level of analytical
expertise and capability within the youth justice system.
In 1999, the Board introduced a tool to enable local
users to obtain information quickly on how they had
performed in clearing cases and the time taken at each
key stage of the overall process so that they can identify
any problem areas. This was followed up in 2000, by a
system which monitors live cases and flags up long
running cases which require review or action. 

Linking performance measurement and
evaluation 

4.19 The link between programme evaluation activity and
performance monitoring is another area where data
requirements can be aligned. Several Departments have
made sure that their planned programme evaluation
activity is aligned with their Public Service Agreement
targets, and that the insights into programme
effectiveness provided by programme evaluation and
evaluation plans are reflected in the design of targets
and monitoring systems. For example:
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Case Study 9

Department of Social Security
Improving the availability of data to support the management of the
Department's business 

This case study explains how the Department are developing a central source of information that 
should improve the availability of information throughout the organisation. 

What are the challenges faced by the Department in managing information? 

The Department have a large number of IT and clerical based systems that provide data on different aspects of
performance. For example, there are a large number of stand-alone systems which collect a range of data on the
timeliness, cost, accuracy and value of the claims paid by the Benefits Agency's national network of 400 plus offices
where around 70,000 staff administer more than 20 benefits. The stand-alone systems result in a range of dispersed
sources of data that can be difficult to use, inefficient to produce and can give inconsistent results. 

What did the Department of Social Security do to improve data management?

The Department are drawing on existing data collection systems to develop a database which can act as a central source
of reliable corporate information that can be easily accessed across the organisation.

The figure below demonstrates how the database seeks to organise and present different types of information, for
example on human resources, finance and fraud, in a format that will support analysis by client group, geographical
area and will enable managers to track progress over time. 

So far the Department have: 

� Constructed an organisational map so information from different stand-alone systems can be defined in a consistent
manner; 

� Improved the quality of data. The team have compared similar data from different sources and used trend analysis to
identify and rectify weaknesses and inconsistencies in source data. For example, the Department identified and
corrected an error in the way their Payroll and Personnel system calculated the number of whole time staff;

� Started to bring together some of the key sets of data into a single place for the Benefits Agency. Managers at local
offices can now, for example, access data from a single point which shows the time taken to clear claims, the cost of
processing claims and the resources deployed on those claims. Some of these data were not previously available at a
local level or were very difficult to access and use. 

The project has the potential to rationalise the cost of data collection and analysis:

� Information from stand-alone systems can be shared to avoid duplication of data gathering;

� Time required to analyse data can be reduced. The bringing together of information for the Benefits Agency means
that the time local units spend accessing and analysing data from stand-alone systems should fall, potentially
enabling staff to spend more time interpreting and using data to improve performance.

Department of Social Security's Information Delivery Model

Top level - Public Service 
Agreement and Service 
Delivery Agreement 

Finance

Performance Monitoring

Human Resources

Fraud and Accuracy

Research

National Statistics

Tim
e

Analysed and assured 
data-information to 
manage the business

Low level

Departmental
Reports

Pensioners Working Age Children and 
Families

Information datasets

Geographical Splits

Source: Department of Social Security
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� The Department for International Development re-
assessed their evaluation arrangements to re-align
them closer to the Department's requirement to
measure performance against Public Service
Agreement targets. Whereas current evaluations
relate to individual completed aid projects, future
effort will now be concentrated on evaluating the
performance of the assistance provided to countries.
This approach will enable the Department to monitor
more closely the wider outcomes of their activities;

� The Department for Trade and Industry began to
develop in 1999 a new policy evaluation strategy
which seeks among other things to assess the
effectiveness of policies and programmes in relation
to Public Service Agreement targets; and 

� The Department for the Environment, Transport and
the Regions established an evaluation strategy at the
start of 2000 and will review it annually. They have
established a policy evaluation review committee to
oversee and advise on the Department's programme
of evaluations. Key criteria, which will guide the
evaluation programme, include the cost of the
policy to government or others, strategic importance
identified by the Public Service Agreement targets
and inherent risks.

Reviewing the cost and benefits of data
collection 

4.20 One of the advantages of reappraising data
requirements is the opportunity presented to cut the
collection of data no longer required, as well as making
sure that the specifications for the data are accurately
related to the Department's needs - so that resources are
not wasted on collecting data in greater accuracy or
scale than issues of management and accountability
demand.

4.21 An example of decisions to cut data requirements is
provided by the Crown Prosecution Service. In 1998
they identified that their area offices were being faced
with too many requests for data and monitoring returns.
They cut those burdens by reassessing the need for the
data, and sought to avoid the problem recurring by
introducing tighter controls over the introduction of new
data requirements.

4.22 In 1998, when the Department of Trade and Industry
introduced a new system for assessing the impacts of
Business Links and Investors in People services, they
also undertook a review of the other management
information collected and reported by Business Links
(see Case study 4, page 29). The Department employed
consultants to examine the real value and usage of each
item of management information. The consultants
obtained the views of Business Links, the Department
and other users of the management information. The

review led to a reduction of 26 per cent in the items of
management information that the Department required
Business Links to collect. 

4.23 More generally, some Departments have stated in their
Service Delivery Agreements their intention to assess the
scope for abolishing the data collection systems lying
behind old targets as new targets are introduced. Tying
such reviews to planning cycles should increase the
chances of early action once a system becomes
obsolete.

4.24 An example of viewing the costs of data against data
specifications implied by draft targets is provided by the
Department for Education and Employment. The
Department wanted data on the percentage of 19-year-
olds achieving National Vocational Qualification Level 2
(and equivalent) or above in each of the 100 or so local
Learning Partnerships. The Department had such data at
national level, through National Statistics, and so
explored with the Office for National Statistics the
possibility of extending their data collection activity so
as to provide reliable information in the area covered by
each Learning Partnership. In this instance, the cost of
providing the data by building on existing National
Statistics was too high. Instead the Department used
four administrative data sources, removing certain
duplications and inconsistencies, to estimate the
educational standards of 19-year-olds. They also
accepted a change in the format of Learning Partnership
targets, which they had to express in terms of the
absolute number of 19-year-olds obtaining
qualifications, rather than the percentage. This example
illustrates a sensible approach, exploring an option
which could have yielded cost and quality benefits, and
then trading-off costs of data collection against
acceptable changes to the format of targets.

Gaining assurance on the quality of
performance data

4.25 In the majority of the eight other countries examined by
our consultants, there are formal arrangements for the
validation of performance data. In four countries -
Finland, the Netherlands, New Zealand and Sweden -
the national audit office is responsible for the routine
audit of performance measurement systems and data. In
Australia, Canada and Denmark, although there is no
general requirement for such validation, the audit office
does examine performance measurement systems and
data from time to time. Whilst in many United States
departments, inspectors have taken responsibility for
auditing selected performance measures.
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4.26 The United Kingdom Government recognise in their
guidance the need for performance data to be of
suitable quality, and the need for internal controls over
and validation of, data systems, as well as a role for
independent validation. They have set up working
parties to take forward questions of validation of
performance data, and to review the quality of the
Technical Notes that lie behind Departmental Public
Service Agreement targets. Currently, however, there is
no single set of criteria or practices which have common
application across the public sector. But some streams
of data have already been validated by reference to
standards set by individual Departments, and in general
Departments have been considering questions of
controls over quality and validation in designing their
own collection systems.

National Statistics 

4.27 Targets drawing on National Statistics benefit from the
quality assurance arrangements associated with these
statistical outputs. These arrangements provide for the
National Statistician to promote high standards and to
maintain public confidence in all statistics and analyses
produced in accordance with a professional Code of
Practice which he or she develops and maintains. The
key principles of the Code will underline the need for
relevance, objectivity, impartiality, transparency,
professional competence and quality standards.

4.28 The Office for National Statistics are themselves
overseen by a Statistics Commission, comprising a panel
of Commissioners appointed by Government and
supported by a small staff, who report publicly on the
relevance and reliability of National Statistics (see
Figure 22, page 49). The Commission oversee the
Office's quality assurance arrangements, supplemented
by their own occasional spot checks on both the
statistics and the audits undertaken by the Office for
National Statistics. 

Data collected by local authorities 

4.29 Departmental targets drawing on statutory or Best Value
local government indicators benefit from the reviews
carried out by the Audit Commission (see Appendix 4).
The auditors of each local authority appointed by the
Audit Commission check that the systems used by
authorities are robust enough to produce reliable
information, and investigate any apparently large and
unexpected rises or falls in established indicators.
Where doubts persist over the accuracy of reported
statistics, the Commission note a "health warning"
against the relevant entry in published performance
information tables.

Data collected by Departments 

4.30 Where Departments collect their own performance
data, they should note in their Service Delivery
Agreements how they intend to gain assurance on the
quality of such data. We found that some Departments
did not cover this issue in their Service Delivery
Agreements, while others provided only an outline of
their intentions. But of those that did address validation
issues:

� three Departments aimed to follow the National
Statistics code of practice for data generated within
their Departments;

� the Lord Chancellor's Department had set up a
specialist Performance Review Board whose remit
includes validation of performance information; and

� the Department for Education and Employment
explained how Employment Service data on people
placed into work are checked by regional validation
teams who examine a sample of cases and how the
National Audit Office carry out an annual
examination of some of the job entries that have
been validated. Data on job entries are used to
measure the achievement of targets set for the
Employment Service which support the
Department's objective of helping people without
work into a job. 

4.31 In addition to these specific measures, the Treasury-led
Technical Review Panel has offered comments to
Departments on the quality of their draft Technical
Notes - the documents which define the key terms used
in Public Service Agreements. This process provides a
means by which good practice can be shared, and helps
to remedy any areas of ambiguity or vagueness in the
use of terms. The Panel's comments have, however, the
status only of advice: Departments may respond as they
see fit. However, the Department's Treasury spending
teams, who attend the Technical Review Panel, must
clear the Technical Note before publication and they use
the expert nature of the Panel to achieve improvements
in the Notes.

4.32 This activity provides welcome assurance on the
importance that the Government attaches to
performance measurement, and on the quality of
underlying data systems. We note, however, that
validation is not yet consistently defined, and that
important steps in validation, such as the calculation
and reporting of performance information, are not
covered at all. 
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To assess the developments in performance measurement
within UK government and internationally and to identify the
scope for learning lessons we undertook a number of key
exercises, which are set out below:

Survey of major Departments

� We undertook a survey of the major Departments to
obtain an overview of the progress Departments had
made in developing their measurement
methodologies. 

� The survey was piloted with the Department of Trade
and Industry and the Home Office and discussed
with the Treasury, the Department for Education and
Employment and the Foreign and Commonwealth
Office. 

� The survey was sent out to the 17 major government
Departments. The main purpose of the survey was to:

� Identify the main challenges Departments were
facing in measuring performance to meet the
requirements of Public Service Agreements;

� Identify the approaches that Departments had
adopted, or were adopting, to overcome these
challenges.

� Responses were received from all 17 Departments
and the key findings are included in the text of the
Report. 

Semi-structured interviews

� We undertook semi-structured interviews with the
majority of the main government departments to:

� Identify major developments in performance
measurement;

� Follow-up on successful practices identified in
the survey responses to see whether they could
be developed into case studies which would
illustrate good and replicable methodologies
and practices that may help other Departments
to develop good performance measurement
systems. 

� We undertook interviews with key Departmental
staff engaged in establishing cross-cutting Public
Service Agreements and performance measures to
obtain a more complete view of methodologies
which touched on cross-cutting issues.

International comparisons

� We commissioned Public Futures Ltd. to carry out a
review of how performance is measured in eight
countries - Australia, Canada, Denmark, Finland,
The Netherlands, New Zealand, Sweden, and the
United States.

� We asked the Public Futures Ltd. team, led by
Professor Talbot (University of Glamorgan) to gather
comparative information on these eight countries to
identify how the performance measurement
activities within government were developing, under
the following areas:

� the general context within which performance
measurement is operated;

� responsibilities for performance measurement
and reporting;

� the high-level objectives and type of
measurement;

� the use of cross-cutting measures;

� the methods for obtaining assurance on the
quality of performance information; and 

� the reporting of performance.

Performance measurement in local
authorities

� We asked the Audit Commission to provide a paper
summarising how, in the light of Best Value, local
authorities measure and report performance.

� We also met with the Local Government
Association.

Appendix 1 The methodology employed



Reference Panel

� We set up a Reference Panel to provide advice and
guidance during the study and to test and validate
the emerging findings. Membership of the panel
comprised the following experts:

Professor Colin Talbot
Professor of Public Policy and Management, University
of Glamorgan and Director, Public Futures Ltd.

Professor Joseph Wholey
Senior Adviser for Evaluation Methodology, General
Accounting Office, USA.

Jan Gower
Management Consulting Services,
PricewaterhouseCoopers.

Steve Evans
Head of Performance Information, Audit Commission.

Tamara Finkelstein
Senior Advisor, General Expenditure Policy,
HM Treasury.

Robert Fulton
Director, Strategy and Performance, Home Office.
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Appendix 2 Chronology of key events in performance
measurement in Central Government

Th
e 

Fi
na

nc
ia

l M
an

ag
em

en
t 

In
it

ia
ti

ve
 -

in
tr

od
uc

ed
 th

e 
m

on
ito

ri
ng

of
 o

bj
ec

tiv
es

 a
nd

 
pe

rf
or

m
an

ce
 in

di
ca

to
rs

co
ve

ri
ng

 e
ffi

ci
en

cy
 a

nd
pr

od
uc

tiv
ity

 fo
r 

al
l

go
ve

rn
m

en
t D

ep
ar

tm
en

ts
.

C
it

iz
en

s 
C

ha
rt

er
 

Pr
og

ra
m

m
e 

(C
m

 1
59

9)
 -

no
w

 c
al

le
d 

Se
rv

ic
e 

Fi
rs

t,
re

qu
ir

ed
 th

os
e 

pa
rt

s 
of

 
ce

nt
ra

l G
ov

er
nm

en
t t

ha
t

de
al

 w
ith

 th
e 

pu
bl

ic
 to

pu
bl

is
h,

 m
on

ito
r 

an
d 

re
po

rt
 a

ga
in

st
 q

ua
nt

ifi
ab

le
st

an
da

rd
s 

of
 s

er
vi

ce
.

Pu
bl

ic
 S

er
vi

ce
s 

fo
r 

th
e 

Fu
tu

re
:

M
od

er
ni

sa
ti

on
, R

ef
or

m
 a

nd
A

co
un

ta
bi

lit
y 

(C
m

 4
18

1)
 -

 s
et

 o
ut

Pu
bl

ic
 S

er
vi

ce
 A

gr
ee

m
en

ts
 fo

r 
ea

ch
D

ep
ar

tm
en

t a
nd

 s
om

e 
cr

os
s-

cu
tti

ng
 a

re
as

, s
ho

w
in

g 
th

ei
r 

ai
m

s
an

d 
ob

je
ct

iv
es

 a
nd

 th
e 

pr
og

re
ss

th
ey

 e
xp

ec
te

d 
to

 m
ak

e,
 o

ve
r 

th
e

pe
ri

od
 1

99
9-

20
02

, i
n 

re
tu

rn
 fo

r 
th

e
ex

tr
a 

re
so

ur
ce

s 
ag

re
ed

 in
 th

e
C

om
pr

eh
en

si
ve

 S
pe

nd
in

g 
R

ev
ie

w
.

Th
e 

Pu
bl

ic
 S

er
vi

ce
 A

gr
ee

m
en

ts
al

so
 s

et
 o

ut
 p

la
ns

 fo
r 

th
e 

m
od

er
ni

sa
tio

n 
an

d 
re

fo
rm

 o
f

go
ve

rn
m

en
t.

W
ir

in
g 

It
 U

p 
- 

a 
C

ab
in

et
O

ffi
ce

 r
ep

or
t t

ha
t m

ad
e 

re
co

m
m

en
da

tio
ns

, i
nc

lu
di

ng
th

e 
us

e 
of

 p
er

fo
rm

an
ce

m
ea

su
re

s,
 to

 ta
ck

le
w

ea
kn

es
se

s 
in

 th
e 

ha
nd

lin
g

of
 is

su
es

 th
at

 s
tr

ad
dl

ed
 th

e 
re

sp
on

si
bi

lit
ie

s 
of

 m
or

e 
th

an
on

e 
de

pa
rt

m
en

t.

Sp
en

di
ng

 R
ev

ie
w

 2
00

0 
- 

Pr
ud

en
t 

fo
r 

a 
Pu

rp
os

e 
(C

m
 4

80
7)

 -
 n

ew
Pu

bl
ic

 S
er

vi
ce

 A
gr

ee
m

en
ts

 fo
r 

al
l

al
l m

ai
n 

D
ep

ar
tm

en
ts

 a
nd

 s
om

e 
cr

os
s-

cu
tti

ng
 a

re
as

. S
ub

se
qu

en
tly

, 
Se

rv
ic

e 
D

el
iv

er
y 

A
gr

ee
m

en
ts

 a
nd

 
Te

ch
ni

ca
l N

ot
es

 w
er

e 
is

su
ed

, 
su

pp
or

tin
g 

th
es

e 
Pu

bl
ic

 S
er

vi
ce

 
A

gr
ee

m
en

ts
 a

nd
 s

ho
w

in
g 

ho
w

 
th

e 
ta

rg
et

s 
w

ou
ld

 b
e 

ac
hi

ev
ed

, 
ho

w
 D

ep
ar

tm
en

ts
 w

ill
 im

pr
ov

e 
pe

rf
or

m
an

ce
 a

nd
 ta

ke
 fo

rw
ar

d 
th

e 
M

od
er

ni
si

ng
 G

ov
er

nm
en

t a
ge

nd
a 

an
d 

ho
w

 p
er

fo
rm

an
ce

 w
ou

ld
 b

e 
m

ea
su

re
d.

19
82

19
88

19
91

19
98

19
99

20
00

N
ex

t 
St

ep
s 

In
it

ia
ti

ve
: I

m
pr

ov
in

g
m

an
ag

em
en

t 
in

 G
ov

er
nm

en
t 

-
re

co
m

m
en

de
d 

th
at

 e
xe

cu
tiv

e
fu

nc
tio

ns
 o

f g
ov

er
nm

en
t b

e
ca

rr
ie

d 
ou

t b
y 

Ex
ec

ut
iv

e 
A

ge
nc

ie
s,

 w
ho

 a
re

 r
eq

ui
re

d 
to

 
re

po
rt

 th
ei

r 
pe

rf
or

m
an

ce
 a

ga
in

st
M

in
is

te
ri

al
 ta

rg
et

s,
 c

ov
er

in
g 

th
e

vo
lu

m
e 

an
d 

qu
al

ity
 o

f s
er

vi
ce

s,
fin

an
ci

al
 p

er
fo

m
an

ce
 a

nd
ef

fic
ie

nc
y.

M
od

er
n 

Pu
bl

ic
 S

er
vi

ce
s 

fo
r 

B
ri

ta
in

 -
 I

nv
es

ti
ng

 in
 r

ef
or

m
 

(C
m

 4
01

1)
 -

 s
et

 o
ut

 th
e 

re
su

lts
 o

f
th

e 
C

om
pr

eh
en

si
ve

 S
pe

nd
in

g
R

ev
ie

w
, s

ta
rt

ed
 in

 1
99

7,
 a

nd
co

nt
ai

ne
d 

a 
re

st
at

em
en

t o
f 

D
ep

ar
tm

en
ta

l o
bj

ec
tiv

es
 in

 li
ne

w
ith

 g
ov

er
nm

en
t p

ri
or

iti
es

 a
nd

th
e 

go
al

s 
to

 b
e 

ac
hi

ev
ed

 b
y 

th
e

en
d 

of
 th

e 
Pa

rl
ia

m
en

t, 
co

ve
ri

ng
in

di
vi

du
al

 D
ep

ar
tm

en
ts

 a
nd

 a
w

id
er

 o
ve

ra
ll 

re
vi

ew
 a

cr
os

s
go

ve
rn

m
en

t.
Se

rv
ic

e 
Fi

rs
t 

- 
th

e 
ne

w
 

C
ha

rt
er

 P
ro

gr
am

m
e 

- 
ga

ve
 a

 
ne

w
 e

m
ph

as
is

 to
 p

ro
m

ot
in

g
qu

al
ity

, e
ffe

ct
iv

en
es

s,
re

sp
on

si
ve

ne
ss

 a
nd

 th
e 

ne
ed

fo
r 

se
rv

ic
e 

pr
ov

id
er

s 
to

 a
da

pt
in

 o
rd

er
 to

 b
e 

ab
le

 to
 d

el
iv

er
se

rv
ic

es
 a

cr
os

s 
se

ct
or

s 
an

d
di

ffe
re

nt
 ti

er
s 

of
 g

ov
er

nm
en

t.

M
od

er
ni

si
ng

 G
ov

er
nm

en
t 

(C
m

 4
31

0)
 -

 r
ei

nf
or

ce
d 

th
e 

ro
le

 
of

 P
ub

lic
 S

er
vi

ce
 A

gr
ee

m
en

ts
 in

m
ee

tin
g 

go
ve

rn
m

en
t o

bj
ec

tiv
es

,
em

ph
as

is
ed

 th
e 

sh
ift

 to
 o

ut
co

m
e

m
ea

su
re

s 
an

d 
en

co
ur

ag
ed

 th
e

lin
k 

be
tw

ee
n 

or
ga

ni
sa

tio
na

l a
nd

in
di

vi
du

al
 o

bj
ec

tiv
es

.

St
at

is
ti

cs
 C

om
m

is
si

on
 -

 a
n

in
de

pe
nd

en
t b

od
y,

 w
as

 s
et

up
. I

t w
ill

 p
la

y 
an

 im
po

rt
an

t
ro

le
 in

 e
ns

ur
in

g 
th

e 
re

lia
bi

lit
y

of
 N

at
io

na
l S

ta
tis

tic
s,

 s
om

e 
of

w
hi

ch
 w

ill
 b

e 
us

ed
 b

y 
de

pa
rt

m
en

ts
 to

 m
on

ito
r 

pr
og

re
ss

 a
ga

in
st

 P
ub

lic
 

Se
rv

ic
e 

A
gr

ee
m

en
ts

 ta
rg

et
s.

Th
e 

di
ag

ra
m

 s
ho

w
s 

th
e 

de
ve

lo
pm

en
t o

f p
er

fo
rm

an
ce

 m
ea

su
re

m
en

t i
n 

ce
nt

ra
l G

ov
er

nm
en

t s
in

ce
 1

98
2.



58

ap
pe

nd
ix

 th
re

e

MEASURING THE PERFORMANCE OF GOVERNMENT DEPARTMENTS

The federal government have a long
history of measurement and reporting of
'performance'. In 1988 they initiated a
programme of evaluative reviews of all
policy areas and ensured that the results
were considered in budgetary decision
processes.

More recently the introduction of
accruals based accounting and budgeting
has been aimed at providing high-level
performance information about outputs
and outcomes, linked to more accurate
resource accounting, so that broad 'cost-
benefit' judgements could be made. 

The execution of audits has been
outsourced, with the first task of
examining the business risks associated
with all Departmental programmes,
including those associated with
performance issues. A new branch has
been established within the Department
of Finance and Administration to deal
with the whole range of risk management
issues at Departmental level. 

The Auditor-General has also argued for
an integration of 'conformance and
performance', drawing on traditional
public sector values. Agencies are
encouraged to report against
performance indicators that cover
conformance and performance. These are
then considered together to give a more
accurate picture of the Agency's success.

Public sector reform was initiated in
1994, by the 'Programme Review' - an
examination of all government
programmes to improve effectiveness and
cost-efficiency.  

In 1996, the 'Getting Government Right'
initiative was introduced with the
objective of modernising federal
programmes. This initiative confirmed the
change to a results or performance based
management strategy. Departments and
agencies were encouraged to identify
result commitments, and to measure,
report and use performance information. 

The President of the Treasury Board's
annual report to Parliament, originally
focused on the structure of performance
measurement in government, but now
focuses on performance information
itself.

In April 1999, the Performance
Management Programme was
implemented to provide a framework for
equitable performance management of
federal executives, and to reward the
achievement of results linked to
corporate priorities and public service
leadership. 

Denmark has a highly decentralised
government structure, with most public
services being delivered by local rather
than central government. Public
management reform has generally
involved decentralisation, coupled with
central guidance, advice and support in
developing tools and concepts. 

Performance management reforms have
been central to the public sector since
the launch of the 'Modernisation
Programme' in 1983, and have included
promoting performance measurement as
part of the budget process. 

The Service and Welfare project aims to
create a framework for public sector
learning and reform, and to promote
debate on the future challenges of the
public sector, which could potentially
include results information. 

Other initiatives include annual reports
for Ministries, incorporating performance
results with the final account, and
surveys of user satisfaction and other
issues used to benchmark between areas
of the public sector.

Finland has a large public sector, similar
to the Swedish central agency model,
and like Denmark, has a large local
government sector with significant
responsibilities for service delivery. 

Major public sector reforms between
1987 and 1997, introduced changes in
financial management, including the
adaptation of the results-oriented
budgeting and performance system.

Since 1995, performance management
has been applied across government, to
emphasise outputs and to improve target
setting and follow-up. Performance
contracts have replaced compliance
based control systems, making
government agencies more cost-
conscious and accountable.
Performance management is considered
as one of the main tools for enhancing
strategic thinking and prioritisation
among the Ministries.

Developments include the National
Quality Initiative - to increase the use of
Service Charters and the European
Foundation for Quality Management's
(EFQM) model among public sector
organisations and central government
reforms aimed at strengthening
performance management. 

Responsibility for performance
management rests with the agencies,
whereas the responsibility for
performance information lies with
individual public sector departments and
agencies, which are statutorily required
to produce it. 

Changes to outputs, and performance
information, are agreed with the relevant
Minister and do not require clearance
from the Department of Finance and
Administration (DOFA). Changes to
outcomes, require consultation with and
approval from the DOFA. 

The Treasury Board Secretariat (TBS) has
the overall responsibility for performance
management, with formal requirements
also placed on departments and
agencies. 

The responsibility for reporting
performance is shared between the TBS
and federal bodies, with Departments
and agencies reporting to Parliament
through their Performance and Annual
reports, whilst the TBS collates and
reports specifically to Parliament via their
Annual Report.

Overall responsibility lies with the
Ministry of Finance. The Agency for
Financial Management and
Administrative Affairs have responsibility
for reforms and developing initiatives.

Initiatives are implemented by persuasion
and incentives rather than by command.
Bottom-up initiatives are also supported
by best practice guidelines and other
assistance. 

The Ministry of Finance is responsible for
guiding the reforms and developing new
methods and principles. The Public
Management Institute provides
consultancy and training support.

Annual results agreements between the
Ministries and agencies set performance
targets.

2.  Who is responsible for performance measurement and reporting? 

The evaluation of policies and
programmes goes back to 1988. More
recently the focus has been on economy
and efficiency. In particular, the most
recent reforms have emphasised results
based government and the development
of business-like work practices including
privatisation and outsourcing etc.

Although the Guidance issued by the
DOFA stresses both outputs and
outcomes, performance measurement
largely concentrates on measuring
achievements within an accruals
framework. Outcome information is
focussed on effectiveness and the
achievements of objectives.

The emphasis on reporting to Parliament
has provided a public accountability
dimension to performance measurement,
which is becoming more central to the
decision making process, although there
is still some way to go.

In 1999, the TBS Annual Report covered
performance and:

� inter-departmental collaboration;

� comprehensive reporting, including
outcomes; and

� improved accountability.

The system focuses on presenting a
performance story, adding narrative to
the data to provide a complete and
understandable picture of the results. 

The objectives have varied, with the early
focus being on economy. More recently
the emphasis has shifted to efficiency
issues. Throughout there has been a
concern to increase management
capability and focus on service quality. 

Reforms have focused on 'performance
contracting' - regarded as "the most
successful public management initiative
of the 1990s". 

Many agencies and other bodies have
performance contracts, but there are
differing interpretations of what
'performance' means, in this context.
Most performance contracts have focused
on process or output measures. 

The focus of performance measurement
has been the introduction of
organisational and cultural change and to
improve efficiency, transparency and
service orientation. This strategy has been
linked to the use of service charters and
quality frameworks, especially the EFQM
model and the Balanced Scorecard.

By the early 1990s, "the scope of
performance management had narrowed
to productivity and economy, despite the
encouragement to agencies to develop a
set of general performance measures
covering economy, efficiency and
effectiveness".

3. What are the high-level objectives and type of measurement?

1.  What is the general context within which performance measurement is operated?

Appendix 3 Performance Measurement -
An International Perspective

Australia Canada Denmark Finland
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The Ministry of Finance is responsible for
co-ordinating performance measurement
and reporting. The Ministry of Home
Affairs initiates modernisation schemes
and promotes performance in local
government. Individual Ministries are
responsible for measuring the
performance of their policies,
management and organisation.

In addition, there are other projects
initiated on an ad hoc basis, many of
which come from agencies or local
government.

Individual Departments and Crown
Entities are responsible for publishing
their performance results. 

Departments are required to publish a
detailed statement of objectives as part of
their Department Forecast Report (DFR),
which is scrutinised by the Select
Committees as part of the Estimates
Examination. They are also required to
publish a Statement of Service
Performance annually to show
performance achieved compared to that
forecast in the DFR.

The Ministry of Finance, with the
assistance of the National Financial
Management Authority, has overall
responsibility for the development of
performance measurement systems. 

Performance measurement is an
exception to the traditionally strong
autonomy of the agencies. Individual
Ministries are responsible for setting
requirements on what should be
measured. Agencies are responsible for
determining how to measure these
activities.

Responsibility for target setting is shared
between the government Departments
and agencies, who propose their own
targets; the Office of Management and
Budget, who consult over them; and
Congress who approve them. 

The Office of Management and Budget
also produce an annual, government
wide, performance plan.

In the 1980s government reform focused
on improved coherence and integration,
with emphasis on new methods and
structures for government planning and
the co-ordination of decision making.

Current reforms are moving the focus of
the 'Financial Statements' to provide a
greater insight into the achievement of
objectives and the performance delivered
in return for resources. Ministries are
working on the development of
efficiency and effectiveness indicators
and the establishment of information
systems to enable them to monitor
activities, performance and results. 

New Zealand public sector reform has
involved widespread privatisation and
'corporatisation' of state owned bodies
and radical economic, fiscal and welfare
reforms. 

In 1989, non-binding 'performance
contracts' between Ministers and
government Departments were adopted,
which specify the outputs to be produced
by each department and which are
'purchased' by the Government. 

Under a new approach involving closer
alignment of resources to strategic goals,
the current 'departmental performance
assessments' will be replaced by
performance analyses and capability
assessments. The EFQM model will also
be used in some departments. 

A review of accountability arrangements,
including problems raised about
performance compliance is underway.  

Sweden has been trying to develop better
quality and flexibility in public services
and performance measurement is playing
an important part in this process. 

Swedish central government is based on
the 'agency' form with small Ministries
and large agencies. This is reflected in
the way in which performance
measurement has developed.

The autonomy of the administrative
agencies is a key feature of the
government system. In particular,
agencies have great control over staffing,
internal organisation, and investments in
IT and premises. The creation of fewer,
but larger, agencies has also enhanced
the autonomy of these bodies.

There have also been moves to tighten
some aspects of central control with
financial controls and budget ceilings
introduced in the new 'Central
Government Administration in the
Citizens' Service' Act of 1998.

The United States has very different
constitutional arrangements (at the
federal level) to those of the UK. The
separation of powers between the
legislature and executive leads to some
interesting differences in budgeting and
performance issues. 

The USA's more transparent processes for
budgeting and performance target setting
are partly a result of the role Congress
plays in authorising budgets proposed by
the Executive.

The Government Performance and
Results Act (GPRA) is subject to
improvement through the scrutiny of
performance reports by Congress and the
General Accounts Office (GAO). Areas of
improvement have included:

� identifying and addressing cross-
cutting issues;

� showing how strategies are intended
to improve results;

� improving the capacity to gather
and use performance data.

The GAO reports cover topics such as
the challenges agencies face in
producing credible performance
information (GAO/GGD-00-52), the link
between evaluation and performance
measurement (GAO/ GGD-00-204) and
good practices in developing
performance plans (GAO/GGD/AIMD-
99-69).

Performance measurement was seen as
contributing towards improving
economy, efficiency and effectiveness
and to resource allocation and public
accountability, and the Government
Account Act of 1976, set out the
requirement for performance information
to be included in budgetary processes. 

However, a study of the 1993 budget
showed that performance reporting
focused on input indicators, with some
output but few outcome indicators.

The introduction, in 1999, of 'index
indicators' in the budgets - showing the
extent to which aims had been reached -
moved the emphasis towards efficiency. 

The 1989 reforms required that estimates
contain information about intended
outcomes and how outputs contribute to
them. Three year "Strategic Result Areas"
(SRAs), covering whole policy areas, and
providing a co-ordinated mechanism for
government activities, were adopted in
1994. 

"Key Results Areas" (KRAs), were also
incorporated into their Department
performance agreements with Ministers. 

In 1998, SRAs were superseded by
"Strategic Priorities and Overarching
Goals" (SPOGs). 

The objectives of performance
measurement have been to:

� improve the quality and flexibility of
public services;

� focus accountability relationships
on results;

� achieve efficiency savings and
reduce budget deficits. 

Each agency produces an annual report
including specific performance data,
requested by the Government. Annual
reviews by the national audit office have
shown that reports tend to focus on
workload, activities, measures of
productivity and qualitative and 

Reforms have centred on the 'reinventing
government' agenda, and
'entrepreneurial' government. This meant
deregulation, clearer focus on results,
better customer responsiveness and
improvements in efficiency. 

Performance measurement was seen as a
driver for change and a way of
'reconnecting' government agencies with
the public, with the aim of shifting the
focus of decision making away from the
activities undertaken, towards a focus on
results. 

Netherlands New Zealand Sweden United States
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3. What are the high-level objectives and type of measurement?  (continued)

4. Are cross-cutting measures used?

5. How is assurance provided on the quality of the information ?

6. How is performance reported publicly?

Departments and agencies issue
information on: 

� resources consumed; 

� outputs (including price, quantity
and quality) they will deliver and
the outcomes they contribute to;

� actual outcomes and the
contribution outputs made to them;

� the distinction between outcomes
produced by agencies controlled by,
and those administered on behalf of
government.

The measures are fairly comprehensive
both in terms of inputs, outputs,
outcomes, etc. and in coverage of the
public service. However, concerns
continue to be raised about: 

� the integration of results with
management values;

� more comprehensive and accessible
reporting; 

� development of targets etc. linking
federal, provincial and local
agencies.

Recently, ministries have been
developing output-focused measures. The
Ministry of Finance have used
satisfaction surveys for various services to
benchmark and develop quality of
service.

Although it has become increasingly
recognised that a number of agencies
may contribute to a particular outcome,
the issue of determining performance
and accountability between them has yet
to be fully addressed.

The creation of 'Centrelink' in 1997 - an
agency providing  'one-stop-shop' access
to a range of government services - is an
example of co-ordinating the delivery of
public services. However this initiative
does not seem to be linked to any wider
consideration of 'joining up' policies,
organisations and services. 

The 1994 Programme Review provides
for the 'pooling' of resources where
better collaboration will lead to
efficiency gains, and the TBS reports
performance in such cases. 

The 1999 report contains joined-up
performance targets at both inter-
departmental and 'inter-governmental'
(across layers of government) levels. For
example the Great Lakes 2000 initiative
brings together Environment Canada, six
other federal departments and four
Ontario Province Ministries in
establishing 50 performance targets for
environmental and health improvements.

It is considered that the continued
success of the performance strategy relies
on the development of tools that support
the cost-effective provision of services
and co-ordinated working.

In late 1999 the Ministry of Finance
initiated the 'Effective Public Processes'
project to provide managers with the
tools for process re-engineering and to
facilitate the exchange of best practice.

However, there was no evidence of
'joined-up' performance measurement as
such.

A Ministry of Finance Working Group
reported that the lack of co-ordination in
evaluation within the state administration
was a problem, particularly in inter-
administrative programmes within the
area of social policy. They considered
that "it is important that the principle of
comparison development is applied
between and within the respective
administration areas, both as a strategic
method related to performance and
focusing on processes".

Again, there was no evidence of cross-
cutting performance measures.

There is no general requirement for audit
and validation of performance
information, although the Australian
National Audit Office (ANAO) carries out
value for money audits of public sector
bodies, including resource use, delivery
of outputs and outcomes, monitoring
systems and compliance. 

Agency audit committees are responsible
for internal audit of performance
information. In 1997, an ANAO
examination concluded that around a
quarter of the agencies examined did not
have an audit committee and many did
not have an internal audit function. There
was also a potential problem because of
lack of external representation on audit
committees. 

The Auditor-General's Office (OAG),
does not automatically audit
performance data, although they will do
so as part of a value for money or other
audit, or where they feel there is a
specific need. They also review the
fairness and reliability of performance
information presented by three newly
formed service delivery agencies.  

Recent concerns raised by OAG have
included:  

� the lack of focus on outcomes;

� the coverage of performance data;
and 

� performance information from new
forms of service delivery (i.e.
delegated bodies; voluntary sector;
out-sourced services, etc). 

Government departments adopt quality
management as part of their overall
strategy and conduct internal audits and
evaluations of key policies and
programmes. 

The Office of the Auditor General (OAG)
regularly reports to the Public Accounts
Committee on performance information
supplied by departments and agencies.
The OAG also carries out specific
performance audits. 

Many agencies have avoided introducing
internal audit and where they have done,
it is mainly restricted to financial audit. 

The State Audit Office (SAO) carries out
both routine audit of performance data
supplied by agencies and Departments
and periodic performance audits.

Some Ministries have commissioned
evaluations from independent bodies on
their major functions. Programme
evaluations are initiated on an ad-hoc
basis by a number of organisations. 

Australia Canada Denmark Finland

Performance is reported in individual
agency Annual Reports to Parliament.
Performance measures and indicators are
developed in conjunction with advice
from the Department of Finance and
Administration. In addition, a "State of
the Public Service" report is issued
annually by the Public Service and Merit
Protection Commission.

TBS have the responsibility for issuing
overall guidelines, but are generally not
involved in setting targets. Individual
Departments and agencies are
responsible for performance
management. 

The responsibility for performance
reporting, is shared between TBS and
Departments or agencies. By 1997, all
federal Departments were providing key
result commitments and reporting
performance to Parliament.

The TBS annual report is split into two
volumes, covering general issues about
performance reporting systems and their
development, and detailed performance
reports from Departments and agencies.

A central on-line database - the Results
and Performance Database - has also
been established.

Each Ministry generally consists of a
Department and one or more
subordinate agencies. Performance
information is generally publicly
available, including performance
contracts and key results. 

Annual Reports are central documents
that require a 'Results' section covering
key activities and results to be published

Arrangements for publication of
performance data are almost identical to
those in Denmark, including both
performance data in Annual reports, and
in relation to performance contracts.
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The issues of service quality and
accountability have also been raised, the
latter in response to criticisms of semi-
autonomous public bodies.

Contract management is now
implemented nationally, and the
Government aims to extend this initiative
by more flexibility in payment of public
sector managers.

However, studies have shown that: 

� linkages between outputs and
outcomes have not always been
sufficiently established;

� output measures have not always
been tightly defined or provided
sufficient coverage of key priorities; 

� differences between public
accountability and managerial uses
of performance data are not
distinguished. 

descriptive material, although a shift has
been achieved towards greater use of
outcome and service quality measures.

Analysis, by the GAO, of the fiscal year
2000 performance plans suggests that
whilst there was a move towards
reflecting strategic objectives, the plans
gave only a 'general' picture of
performance, tended to under-report
performance in cross-cutting areas and
gave insufficient detail about resources.
Performance plans generally covered
both outcomes and process and output
issues but not consistently or thoroughly.

The Ministry of Finance and the Ministry
of the Interior look after general aspects
of public administration such as
effectiveness and human resources.
However, their ability to impose
measures on other ministries is limited
and reliant on persuasion.  

Some performance measurement
programmes, at central and local level,
have elements of the benchmarking of
results.

The introduction of SRAs in 1994 and
then SPOGs in 1998 both provided high-
level mechanisms for stating performance
objectives. 

Specific reporting of cross-cutting
performance has been tried, for example
the 'Strengthening the Families' and
'Closing the Gaps' initiatives, but most
performance reporting is still largely
restricted within departmental
boundaries and their outputs.

There seems to be no evidence that the
issue of 'cross-cutting' measures has
been raised as yet. However, better co-
ordination of services and policies has
been raised under the umbrella of
concentration - the restructuring of
public services (especially agency
reorganisations and amalgamations). 

Agencies have addressed the
identification of cross-cutting issues and
begun to adopt strategies to include
complementary goals in their
performance plans.

The Social Security Agency and the
Veterans' Administration are developing
strategic issues which are shared or
linked to co-ordination improvements.
The Department of Health and Human
Services is developing linked
performance goals - for example on
reducing tobacco use - for the Centres
for Disease Control and Prevention and
the Food and Drug Administration.

The Court of Audit has an explicit
mandate to audit efficiency and
effectiveness, including reviews of
performance measurement,
administrative systems, and programme
effectiveness. 

Performance data produced as a
consequence of the Government Account
Act is not subject to separate audit by the
Court but it may draw attention to
inaccuracies where it sees fit.

Each of the Ministries has its own
Financial and Economic Affairs
Department, who are responsible for the
review of performance data.

The Audit Office is responsible for
auditing performance information and
other performance matters based on their
assessment of the risks in the
organisation, and can also carry out
specific audits of performance
information.

The Swedish national audit office has
developed a strong system of
performance auditing, and is also
responsible for auditing performance
information published by agencies in
their annual reports. 

Sweden sees its performance audit
system as sufficiently advanced to form
the basis for a training and guidance
programme for developing and
transitional states. (Handbook on
Performance Audit - Theory and Practice)

The GAO analysis of year 2000
performance plans concluded that there
was only limited confidence that
agencies' performance data would be
credible.  They stated that "few agencies
provide explicit discussions of how they
intend to verify and validate performance
data". They also pointed out that this
problem is linked to "persistent
limitations in the availability of quality
financial data". 

The GAO have however found that some
agencies have used their Inspectors to
verify the completeness, consistency and
accuracy of data drawn from data
systems in regular use.  

Netherlands New Zealand Sweden United States

Autonomous public bodies and agencies
are individually accountable for their
own performance. Performance
information is contained in financial
statements, Annual Reports and budget
estimates, and Ministries include a list of
performance reports and evaluations and
the main conclusions of these in their
budgets.

Performance contracts also contain
information but are not generally
publicly available.

League tables, providing comparisons of
the quality and efficiency of local
government performance, are published
by the Public Services Quality
Monitoring System.

Departments are accountable for their
own performance through the
performance contracting and reporting
system and both Departments and
Ministers are accountable to Parliament
for their performance.  

Performance is reported publicly by
individual Departments against the
Estimates and their Department Forecast
Report.

The agency system means that the
responsibility for performance rests
primarily with the agencies themselves,
within limits laid down by Government.

Agencies are required to publish
performance information, as requested
by the Government, in their annual
reports. These reports are subject to
scrutiny by the national audit office to
determine whether the information
published is true and fair.

Agencies report to the Executive branch,
with 'oversight' by Congress. The GPRA
system implies a type of quasi-
contractual arrangement, which clearly
links the allocation of resources by the
Executive/Congressional appropriations
process to performance targets. 

Individual agencies report their own
performance publicly through their
performance and annual reporting
system. 

The GAO comments on individual
performance reports and plans, and has
also been asked to assess the
performance reports for the financial year
1999. These reviews are carried out at
the request of Congress each year and
the scope therefore changes from year to
year according to the nature of that
request.
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Historical perspective
1 The first national set of performance indicators that local

authorities were statutorily required to collect and
publish were those specified by the Audit Commission
for the financial year 1993-94. The Local Government
Act 1992 had given the Audit Commission the duty to
specify indicators to facilitate comparisons between
authorities and comparisons of performance over time.
Local authorities are required to collect the information
and then publish it in an advert in a local newspaper.
The impetus behind the legislation was a desire to help
the public be better informed about the performance of
local authorities, and hence increase accountability.

2 Each year since 1992 the Commission has set a legal
"Direction", which sets out the titles and definitions of
the indicators that local authorities are required to
collect. Auditors of each local authority appointed by
the Audit Commission check that the systems used by
authorities are robust enough to produce reliable
information, under statutory responsibilities reflected in
the Commission's Code of Audit Practice. The Audit
Commission has collated the information published by
each local authority and produced a number of national
publications setting out the indicators. Traditionally,
each year the Commission has published a
"compendium", containing tables of all the indicators
for all authorities. In addition, a number of themed
reports have been produced on topics such as housing,
education, social services or on geographical groupings
of authorities such as London and Wales (the themes
vary from one year to the next).

3 The selection of indicators for each financial year has
been made after an extensive consultation exercise,
involving all local authorities, national and consumer
organisations. Typically, about 700 organisations have
been consulted each year, of which generally about 
50 per cent responded.

Statutory performance indicators

Best Value Performance Indicators

4 The duty on the Audit Commission to specify
performance indicators was maintained by the Audit
Commission Act 1998. However, the legislation on
statutory performance indicators was extended by the
Local Government Act 1999, which introduced the
regime of Best Value (The duty of best value requires that
local authorities seek continuous improvement). Under

this legislation the Government sets Best Value
Performance Indicators. The Best Value Corporate
Health Indicators provide a snapshot of how well the
authority is performing overall. The Best Value Service
Delivery Indicators reflect the national interest in the
delivery of local services. It is expected that these
indicators will reflect the Government's policy priorities
and particularly those set out in the national Public
Service Agreements between the Treasury and
Government Departments. In Wales, policy agreements
are being negotiated directly between the National
Assembly and Welsh local authorities.

5 The Best Value Performance Indicators are designed to
enable comparisons to be made between the
performance of different authorities, including different
types of authorities and within an authority over time.
Authorities are required to set targets to improve
performance against all indicators that are relevant to
the services they provide.

6 In order to ensure that the Best Value Performance
Indicators give a balanced view of performance, the
Government has adopted five "dimensions" of
performance to achieve a "balanced scorecard". This
helps to ensure that the main aspects of performance,
including outcomes and the users' perspective, are
covered. Systems that focus on a narrow aspect of
performance are likely to lead to distortions in service
delivery.

The "dimensions" of the balanced scorecard for Best
Value Performance Indicators

� Strategic objectives: why the service exists and
what it seeks to achieve;

� Cost/efficiency: the resources committed to a
service and the efficiency with which they are
turned into outputs;

� Service delivery outcomes: how well the service
is being operated in order to achieve the
strategic objectives;

� Quality: the quality of the services delivered,
explicitly reflecting users' experience of services;

� Fair access: ease and equality of access to
services.

Appendix 4 Performance Measurement in Local
Government
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Audit Commission Performance Indicators

7 The Audit Commission's aim in specifying indicators has
been to facilitate a rounded view of an authority's
performance. The Audit Commission Performance
Indicators for 2000-01 complement the Best Value
Performance Indicators, covering activities not included
in those indicators (such as environmental health) or
providing information that will help in the interpretation
of Best Value Performance Indicators.

8 The national indicators for the financial year 2000-01
were set by the Government and the Audit Commission
after an extensive consultation exercise in the summer
of 1999. In total, 170 Best Value Performance Indicators
and 54 Audit Commission Performance Indicators were
specified in England,8 covering corporate health;
education; social services; housing and related services;
environmental services; cultural and related services;
and emergency services.

Local performance indicators

9 Authorities are encouraged to develop and use local
performance indicators, in addition to those specified by
the Government and the Audit Commission. Local
indicators are an important measure of local
performance and of the responsiveness of the authority
to meeting local needs. They allow authorities to reflect
local priorities and tailor best value to suit local
circumstances. They also provide managers with more
detailed information. 

10 To help ensure that clear accountability is achieved,
authorities are required to publish details of their
performance, as illustrated by performance indicators,
standards and targets, in their annual "Best Value
Performance Plan". The Best Value Performance Plan
should also include a commentary on past, current and
future performance. The first of these Best Value
Performance Plans were published by 31 March 2000. 

Performance targets and standards
11 The Local Government Act 1999 provides powers for

the Government to specify standards of performance
that must be met. Failure to meet a performance
standard will normally be judged as a failure in a test of
best value for that particular service. The Government
has indicated that it will use performance standards
sparingly. In the first year it specified no standards, but
standards have now been set in respect of two Best
Value Performance Indicators.9

12 The Government expects authorities to set improvement
targets for the Best Value Performance Indicators.
Authorities are not required to set targets against Audit
Commission indicators, although in many cases this is
good practice. Performance targets indicate to local
people by how much an authority intends to improve its
performance in the future. Targets need to be
challenging yet realistic. All targets are set locally by
authorities and the Government has issued guidance
under Section 5 of the Local Government Act 1999 on
factors which authorities should take into account when
setting targets.10

13 For some indicators, the Government is requiring
authorities to set targets that are consistent with
reaching, over five years, the performance level of the
top 25 per cent of authorities at the time the targets were
set. Annual targets are still a matter for local authorities
within this framework. This approach is intended to lift
performance, particularly of those authorities that are
performing poorly. It should, over time, narrow the
range of performance and improve the level of
performance overall. Those authorities that are already
in the top 25 per cent will, of course, still need to seek
continuous improvement.

Audit, inspection and intervention
14 Local authorities are responsible for ensuring that Best

Value Performance Plans - and the performance
information they contain - are accurate, and that targets
have been set that are realistic and achievable. Auditors
review whether the plans have been prepared and
published in accordance with the statutory guidance
and whether the systems in place are adequate for
producing accurate information.

15 Under the Local Government Act 1999 the Audit
Commission was charged with setting up a best value
inspection service, to review the services not covered by
existing inspectorates. The new inspection arrangements
under best value have an important role to play in giving
a clear picture of whether best value is being delivered.
Inspections make use of performance indicators, but
complement them with a wide variety of other
evidence, such as reality checks11 drawing on a range of
qualitative evidence, as well as interviews with
stakeholders and those accountable for service delivery.
In addition, improvement plans will be examined for
signs that the authority has the resources and
commitment to improve. In the first year there are
expected to be about 600 inspections.

8. This note concentrates on England. The regime in Wales is similar, but some differences are emerging.
9. Best Value Performance Indicators 2001-2002: Department of the Environment, Transport and the Regions, and the Home Office, December 2000.
10. Best Value and Audit Commission Performance Indicators for 2000-2001: Volume one, the performance indicators, Department of the Environment,

Transport and the Regions, Home Office and Audit Commission, December 1999.
11. Seeing is believing, Audit Commission, 2000.
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16 Where auditors and inspectors have concerns about
poor performance, the legislation provides for
recommendations to be made to the Secretary of State.
The Secretary of State has powers of intervention that
range from relatively minor action, such as requiring an
authority to amend a Best Value Performance Plan, to
removing responsibility for a function from an authority

17 Performance against the Best Value and Audit
Commission performance indicators will also play an
important and growing role in the selection of beacon
councils, and in local Public Service Agreements. (The
beacon scheme is split into two phases. The first phase
focuses on recognising the best-performing councils and
spreading best practice.)

How will national performance
indicators develop?
18 In August 2000, the Audit Commission announced that

it would not be setting statutory performance indicators
for the financial year 2001-02. This decision followed an
extensive consultation exercise with stakeholders,
which had identified a desire by a majority of local
authorities not to have two sets of national performance
indicators. Instead, the Commission will be
concentrating its effort on developing a voluntary set of
cross-cutting and quality of life indicators. Cross-cutting
indicators attempt to measure the experience of people
when services are delivered by more than one council
department or agency. The development of cross-cutting
indicators was prompted by a realisation that more
could be done to provide seamless services to the
public. It was given particular impetus by the report of
the Performance and Innovation Unit, "Wiring It Up".
Quality of life indicators measure aspects of the social,
economic and environmental well-being of the
community that are influenced by local authorities and
partner agencies.

19 The Government has announced that the set of Best
Value Performance Indicators for 2001-02 will be
reduced in number compared with the previous total of
Audit Commission and Best Value indicators. In the
future, the main focus will be on introducing more
outcome performance indicators, with a reduction in
the number of input and efficiency indicators. (Outcome
indicators are generally more difficult to define than
input or efficiency indicators.)

20 The Commission and the Improvement and
Development Agency will be developing a "library" of
definitions of local performance indicators. The use of a
standard definition of an indicator for an activity in

common with other authorities will help authorities to
benchmark their performance against one another.

What has been the impact of
performance indicators?

Authorities' use of performance indicators

21 Until the late 1980s, it was not common to find
performance indicators in wide use by local authorities.
Judgements about how well services were being
delivered tended to be based on the professional views
of chief officers and inspectors (in the case of those
services subject to external inspection, such as social
services, education, police and fire). The Audit
Commission and the inspectorates encouraged a wider
use of performance information by local authorities. For
example, the Audit Commission launched the Quality
Exchange, which encouraged local authorities
voluntarily to benchmark their performance against one
another. Her Majesty's Inspectorate of Constabulary
developed a large "matrix" of performance indicators on
police forces. National value-for-money studies by the
Audit Commission identified the scope for better
performance information in particular services and
sometimes highlighted the dearth of management
information available to service managers.

22 The attitude to performance indicators changed a few
years after 1992, when the Audit Commission launched
the national set of indicators under its statutory duty.
Initially, the statutory indicators tended to be regarded
by local authorities as something for accountability to
the public rather than necessarily useful for
management. However, as confidence in the reliability
of the indicators developed, managers came to see them
as useful information with which to monitor the
performance of their services. Some local authorities
began to monitor their performance against the
indicators on a monthly or quarterly basis. In part, this
may have been encouraged by council members' desire
for more information about the performance of their
council's services.

23 Although there have been many improvements in the
use of performance information by local authorities,
there is a need for further improvement in a significant
number of councils. The Commission's review12 of the
March 2000 Best Value Performance Plans showed that
some councils' systems were not robust enough to
provide mid-term estimates, even for indicators that
have been unchanged for some years.

12. A Step in the Right Direction: Lessons from the first year of best value performance planning and Best Value Performance Plans in England, Audit 
Commission, 2000.



The impact of publication of performance
information

24 The Audit Commission has been publishing
performance information on local authority services
since the information for 1993-94. The annual
publication of performance indicators by the Audit
Commission identified councils that were performing
less well than others, which encouraged them to see
how they might improve their performance. Councils
have also been mindful of the wide local media
coverage of the Commission's annual publications.
Despite the wide media interest, many councils
remained sceptical about the level of interest the public
showed in the publication of performance indicators in
their local newspaper.

25 The annual consultation by the Commission with
national and consumer organisations shows that the
information is widely appreciated by them, because it
gives information on how well councils are performing.
Indeed, the Commission was frequently lobbied by
national and consumer organisations to extend the
number of indicators in their area of interest. There was
often resistance from consumer organisations and
interest groups when the Commission proposed to
reduce the number of indicators in their area of interest.

Improvements in performance

26 The general trend over time in many council services is
for an improvement in performance on average by
authorities. For example, the commentary
accompanying the publication of the compendium of
Performance Indicators for 1998-99 for English
authorities13 highlighted 19 indicators, and showed that
performance on average had improved compared with
some years ago for about half the indicators.
Performance had deteriorated on average for five
indicators. Often, the greatest individual improvements
occur in relatively discrete processes (e.g. the
percentage of draft statements of special educational
needs prepared within 18 weeks) (Figure 1). With these
indicators, it is often possible for councils to achieve
significant improvements quickly by a concentrated
effort. Substantial improvements in output and outcome
indicators often take more time to achieve (but, for
example, the percentage of council tax due that is
collected, and the percentage of pupils obtaining five or
more GCSEs at A to C grades have both shown
significant improvements).

27 In general, the most marked improvements are achieved
by the councils that were previously performing the
least well. The pattern is often that councils whose
performance was in the poorest 25 per cent of
authorities lift their performance out of the poorest

25 per cent, and are replaced by councils whose
relative performance has deteriorated. The overall effect
is generally to reduce the gap between the best and
worst performance.

28 The targets contained in the March 2000 Best Value
Performance Plans show that councils are planning for
an overall improvement in services in the future, with
slightly faster improvement promised by those
authorities currently performing least well (Figure 2
overleaf). 

29 The publication of performance information is only one
of the agents for change within local government. Since
1984, the Audit Commission has undertaken national
studies to identify areas for improvement, and most of
these are followed up at the local level by auditors to
see the scope for improvement. Auditors track
improvements made locally over time, and some topics
are monitored by the Commission comprehensively
about two or three years after the audits to identify what
improvements have been made by the audited bodies.
So far, all of the eight national studies covering 
local government tracked this way have shown
improvements.

30 Best Value inspectors review both the quality of services
and the scope for improvement. It is a vital part of the
process that reports of inspectors are published in an
accessible form, so the public has information on which
to base a judgement of their authority's services. 
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Percentage of Special Educational Needs Statements 
prepared in 18 Weeks
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67.0%

Source: Audit Commission

13. Local Authority Performance Indicators 1998-99: Council Services Compendium for England.
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Conclusion
31 In the Commission's view, performance measurement is

better developed in local government now than before
the introduction of statutory performance indicators.
Many council services have shown improvements in
performance since the publication of performance
information.

32 Future work will examine how the impact of Best Value
inspection, with its aims of improving standards of
leadership and developing capacity within local
government, is reflected in enhanced performance and
improvement of local services.

2 Estimates and targets for key Best Value Performance 
Indicators 
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Source: Audit Commission analysis of local authorities' Best Value
Performance Plans, 2000
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Glossary
Aim A summary of the overall objectives. It provides a vision statement that embraces the

desired future that the organisation is working towards.

Best Value indicators Indicators set by the Government, which provide a picture of how well local
authorities are performing overall, reflect the national interest in the delivery of local
services and enable comparisons to be made between the performance of different
authorities and within an authority over time.

Cost-effectiveness The relationship between the resources consumed and the outcomes achieved. Cost
effectiveness measures highlight how well the costs of interventions have been
translated into desired outcomes. 

Cross-cutting programme A programme of activities aimed at a specific government aim, for example Action
Against Illegal Drugs or Welfare to Work, which spans across the policy
responsibilities of more than one Department or agency.

Input(s) The resources that contribute to the production and delivery of an output. Inputs
commonly include labour, physical resources, administrative services and 
IT systems, for example.

Objectives A succinct statement of the key goal(s) being pursued over the medium to long term,
reflecting the key components of the intended strategy.

Overarching objectives The Government's overall key objectives, for example Increasing opportunity for all
and Raising productivity and Sustainable growth, taken into account by all
Departments when setting their Public Service Agreement objectives and targets. 

Outcome(s) The ultimate impacts on, or consequences for, the community of the activities of the
Government.  For example, reduced crime, higher educational attainment, improved
health. Outcomes reflect the intended results from government actions and provide
the rationale for government interventions.

Output(s) The immediate result of Government activities e.g. numbers arrested, proportion of
the population attending higher education, numbers treated by the NHS. Some
Public Service Agreement performance targets may measure outputs, where
outcomes are difficult to measure or are not sufficiently within the Department's
control. 

Performance indicator Provides a proxy, where it is not feasible to develop a clear and simple performance
measure.

Performance measure Establishes the basis or means by which performance can be demonstrated against a
robust scale.  

Perverse activity Activity which although it meets the individual target is contrary to the desired
outcome, for example, the subsequent incineration of increased quantities of
recyclable waste collected.

Pooled budget A single budget relating to all the activities of a cross-cutting programme, managed
by a committee of Ministers, but administered by one Department.



68

MEASURING THE PERFORMANCE OF GOVERNMENT DEPARTMENTS

gl
os

sa
ry

Process An intermediate stage to the delivery of outputs and outcomes that should not be
regarded as ends in themselves. For example, producing White Papers, passing
legislation, setting up new programmes.

Programme A basket of outputs that reflect a major strand of work. Programmes represent an
amalgamation of related outputs that can be meaningfully classified together as a
comprehensive and coherent response to one or more Departmental objectives.

SMART Specific, Measurable, Achievable, Relevant and Timed.

Sustainable Development Ensuring a better quality of life for everyone, both now and in the future. Sustainable
Development is aimed at ensuring that increased productivity and economic growth
is not achieved at the expense of the environment.

Target The level of performance that the organisation aims to achieve for a particular
activity e.g. a reduction of 5 per cent over a stipulated period. Such targets should
be consistent with the SMART criteria. 


