
Measuring public sector performance 


Introduction 

Before considering how the performance of public services should be meas
ured, it is important to step back a little and think about some of the issues 
underpinning this measurement. We first need to consider a very basic ques
tion: why do we measure anything? I started writing this chapter during a 
visit to New Zealand and, strange though it may seem, the garage walls of 
the house I rented for my stay hint at part of the answer. One wall has a series 
of pencil lines drawn at different heights, each accompanied by a date and a 
name. The names are those of the children who grew up in the house, whom 
I've never met. The lines record their heights as they grew from small children 
towards their teenage years. Their height is one element of the progress that 
the children made as they grew through childhood. The marks on the wall 
form a simple measurement system to show how the children developed. 

Consider another mundane example: the weight of babies is routinely 
monitored during their first months of life. Mothers are often given a card 
on which the weights are recorded, and many families retain these cards as 
mementoes long after they are needed for their original purpose. The weigh
ing and recording enables doctors, nurses and other advisors to see whether 
the baby is gaining weight as she should. Though knowing the actual weight 
of a baby at a point in time is important, there is another reason for keeping 
this record. This is that it enables parents and medical staff to see the trend 
in weight since the child's birth because, just as adults have different body 
shapes and weights, so do babies. If this trend gives cause for concern, the 
baby may need special care, or the parents may need advice and support in 
appropriate ways to feed the child. That is, the weight record forms the basis 
for assessing progress and for deciding whether intervention is needed. 

On an equally mundane leveL it is interesting to watch serious runners as 
they set off on a training run. Many, if not most, will note the time or press a 
timing button on their watches. This allows them to monitor their progress 
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during the run and also to record, at the end of it, their performance in terms 
of the time taken to complete the run. They may be doing this to gain brag
ging rights over their friends, or as part of a training diary in which they 
record their progress and the degree to which their performance is improv
ing. Proper performance measurement enables them to do this. 

Most of us routinely measure performance in our daily lives and often do 
so without thinking about it. We measure the time it takes to get to work, our 
weight, whether that piece of furniture will fit where we'd like it to be and we 
use thermometers to record room temperatures or body temperatures. All of 
this we regard as completely uncontroversial, perhaps not realising the effort 
that went into developing standardised measures for these parts of our daily 
lives. This reliance on numbers for measurement is a taken-for-granted fea
ture of contemporary life that is, apparently, not part of life in some cultures. 
According to an MIT team, the language spoken by the Amazonian Pirahcl 
tribe of hunter gatherers has no words for numbers, but only the concepts 
some, few and many (Frank et al., 2008). It seems that these basic ideas are 
adequate for the normal lives of these people who, despite having no suitable 
words, are able to match sets containing large numbers of objects as long as 
they are visible. That is, despite having no suitable vocabulary, the Pirahcl 
can recognise equality and can thus categorise groups of objects by size. 
Even without words, it seems that humans can roughly distinguish between 
quantities, which is the basis of measurement. However, we should also note 
that estimating quantities beyond small values is not something that comes 
naturally to us - see Alex's Adventures in Numberland (Bellos, 2010) for an 
entertaining and illuminating discussion of this. It seems that, without some 
form of measurement system, we are likely to estimate quantities very badly. 

This book carries the title Measuring the Performance of Public Services 

and such measurement is obviously much more complicated and, often, more 
controversial than the personal measurements discussed above. However, 
the need for measurement is pretty much the same; we want to see how much 
progress is being made and we wish to know whether intervention is needed. 
Performance measurement and performance indicators have been used in 
public services for many years. Jowett and Rothwell (1988, p. 6) includes a 
fascinating table listing significant events in the introduction and use of per
formance measurement in healthcare, reaching back to the year 1732. The 
book Reinventing government (Osborne and Gaebler, 1992) played a major 
role in encouraging public bodies to enthUSiastically attempt to measure 
their performance, especially in the USA. Its main argument is summarised 
in its own bullet point summary, which includes: 
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• If you don't measure results, you can't tell success from failure. 
• If you can't see success, you can't reward it. 
• If you can't reward success, you're probably rewarding failure. 
• If you can't see success, you can't learn from it. 
• If you can't recognise failure, you can't correct it. 
• If you can demonstrate results, you can win public support. 

That is, measurement helps a public body to plan its services better, to pro

vide better services for users, to go on improving them and to increase its 

support from the public. 


Bill Yake, a management analyst with Fairfax County, Virginia, in the USA, 
stresses the importance of a clear customer, or user, focus when planning 
any performance measurement (Yake, 2005). This means that those planning 
and using performance measures in service planning and improvement need 
to be clear about who the customers and users are, what key quality char
acteristics they value and what standards they expect. These characteristics 
and standards might include timeliness, accuracy, long term benefit, easy 
access and so on. Once they are established it is then important to consider 
if and how these can be measured, so that plans can be laid and progress 
monitored. Sometimes this measurement can only be done properly at high 
cost and it is important to consider whether the benefits outweigh the costs. 
However, a little creativity in data collection and analysis can often get round 
these problems. 

In the rest of this first chapter, we explore some basic ideas underpin
ning performance measurement in public services. We briefly consider the 
importance of performance measurement within different views of public 
management. We then take a simple view of such measurement using the 
idea of input:output systems and extend this by introducing the ideas of soft 
systems methodology that are used in later chapters and provide a much 
broader view of such measurement. Finally, we consider desirable aspects of 
performance measurement and, indeed, of public service provision, usually 
summarised as the Es. 

Different views of public management and administration 

It is often assumed that performance measurement is a feature of particular 
approaches to public management and administration, but this is altogether 
too simple a view. When considering how and why performance measure
ment might be important in the provision of public services, it is helpful to 
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officer clas~place these questions in the context of changing views of public manage
anewentrament. In a short section of a chapter in a book of this type it is impossible 
tutions at t to do justice to the full range of different views on public management and 
period of s(administration but it is helpful to consider some different views. For present 
ities and ro purposes, we consider three: 
isters and 11. the classical civil service; 
services. A12. the New Public Management; 
esses and p3. the creation of public value. 
and resour Whether any of these exist in a pure form is debatable, but they serve as use
servants thful archetypes against which the role of performance measurement can be 
providing}discussed. The first two are mainly concerned with the organisational struc
to take on ~ture and management processes of institutions that provide public services. 

In this clThe third, public value theory, is more concerned with the activities in which 
seen as nO]public managers engage when providing public services. 
political gr 
their roles, 

The classical civil service priate, imp 
though it i:This is, perhaps, the image of management and organisation in the public 
sense, the sector that springs most readily to the minds of outsiders when considering 
through th national ministries and agencies. It was gently satirised in the classic BBC 
commandTV series Yes Minister, first broadcast in the early 1980s. In this view, public 
priately to bodies are regarded as large bureaucracies in which roles and responsibilities 
the dirty \\are tightly defined and great stress is placed on correct procedures and proc
extensive e esses. Thus, for many years, the principles for the selection of UK civil serv
trators radants were based on the recommendations of the Northcote-Trevelyan Report 

In the deon The Organisation ofthe Permanent Civil Service, issued in 1853. The report 
odic reviewassumed, broadly speaking, two types of civil servant that are sometimes 
that chairecparodied in the terms officer class and foot soldiers. All civil servants were 
Service forto be appointed on the basis of merit, not through patronage, as had some
that this g~times been the case in the past. In the case of the officer class this rigorous 
Service reqselection meant competitive examinations for entry and a career, with pro
mists, as WIgression, that would extend through a working life. Merit for entry to the 
and the reIofficer class was to be determined by public examinations, which favoured 
Opinions vgeneralists who had a broad education rather than those with specialist skills 
(see Dunneand knowledge. In general, the foot soldiers would also have lifetime employ
significantment available, though with rather limited opportunities for progression and 
changes w~without competitive examination as the prime entry route. 
next sectioThe public institutions in which these public servants worked were large 
reality, but multipurpose bureaucracies. These were hierarchically organised and, for the 
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officer class at least, offered the possibility of career progression from being 
a new entrant through to the most senior jobs. Few people joined these insti
tutions at the top level, allowing staff to be gradually socialised, by a long 
period of secure employment, into a public service view of their responsibil
ities and roles. Among these roles were the provision of policy advice to min
isters and the responsibility for implementing policy and providing public 
services. As in all bureaucracies, the rule book was very important and proc
esses and procedures were tightly defined. Control was exercised on inputs 
and resources, rather than on outputs and other results, though the civil 
servants themselves and their political masters were genuinely interested in 
providing high quality public services. As is well-known, bureaucracies tend 
to take on a life of their own and could become self-serving. 

In this classical view, public servants and the public service in general were 
seen as non-partisan; that is, they were the obedient servants of whichever 
political group held power at the time. Since policy development was one of 
their roles, this could create clashes of interest. Their job was to offer appro
priate, impartial advice and then to do the bidding of their political masters, 
though it is unlikely that this ideal was always achieved in practice. In this 
sense, the earlier military analogy is wholly appropriate. Military officers, 
through their experience of warfare, advise their political masters who can 
command them into action. The officers organise the armed forces appro
priately to achieve whatever action is determined, and the foot soldiers do 
the dirty work. The civil service officer class, with its general education and 
extensive experience built up over long careers, were to be reliable adminis
trators rather than advocates for particular causes. 

In the decades following the Northcote-Trevelyan Report, there were peri
odic reviews ofthe UK Civil Service, ofwhich the most significant was probably 
that chaired by Lord Fulton over a century later in 1968. This criticised the Civil 
Service for its cult of the well-educated generalist (the officer class) and argued 
that this generalist class lacked management skills. It argued that the Civil 
Service required people with scientific and technical skills, including econo
mists, as well as generalists. This led to the creation of the Civil Service College 
and the removal from HM Treasury of responsibilities for personnel matters. 
Opinions vary about the success or otherwise of the Fulton Committee's work 
(see Dunnett, 1976 for example) but it reflected a mood that, over time, led to 
significant changes in the way that the UK Civil Service was organised. These 
changes were 'in the air' in other countries, too, as will become clear in the 
next section. The concept of lifetime careers in the Civil Service remained a 
reality, but the cult of the generalist was watered down, if only to a degree. At 



I 

Different view:Measuring public sector performance 

the risk of gross oversimplification, the changes recommended in the Fulton 
Review led to a situation in which the specialists, such as economists, advised 
the generalists, who then advised the politicians on policy, though still oper
ating apolitically. Gradual career progression still allowed the socialisation of 
career civil servants into a public service outlook that was rather different from 
that often found in the private sector of the time. 

The New Public Management 

The New Public Management (NPM) is a term used to describe an approach 
to public administration and management with several distinct character
istics. It is 'a more or less coherent theory of how governments may deliver 
services' (Lane, 2000, p. 8). It emerged during the 1980s as a reaction against 
the classical view of public service summarised above, particularly against 
what was seen by some as its cumbersome, self-sustaining bureaucracy. It 
marked a shift, in theory at least, from passive administration to active man
agement. Like all such developments, it is an oversimplification to point to a 
definite date, time and place when this species appeared, rather, it emerged 
as a series of small evolutionary changes. The writers who first described this 
new species were Hood (1991), Boston (1991) and Boston et al. (1996), since 
then numerous papers and books have expanded on their original insights. 

It is unclear who first coined the term 'New Public Management' but Hood 
(1991) seems to have been the first to classify a set of ideas, termed doctrines 
in the paper, that characterise NPM. 
1. 	 Hands-on professional management in the public sector. This includes the 

need for clear lines of accountability rather than the diffusion of power 
common in public bureaucracies with their inbuilt checks and balances. 
This is especially seen in the appointment of chief executives on a com
petitive basis, often from outside public service, whose names are publi
cised and who may be employed on performance-related contracts. This is 
a shift from the notion ofa lifetime of public service that, for some, would 
end in very senior civil service posts. 

2. 	 Explicit standards and measures ofperformance. Since managers are given 
goals to achieve, this second doctrine provides the means to bring them to 
account. The emphasis is on very clear goals against which performance 
may be assessed, which is rather different from allowing people to imbibe 
a public service ethos through gradual socialisation and long careers. 

3. 	 Greater emphasis on output controls. As discussed earlier in the section 
introducing basic ideas of performance measurement, there are many 
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ways to measure performance. Since the classic civil service view valued 
the correct adherence to protocols and procedures, it stressed the import
ance of process measures. NPM, by contrast, having set output (and, pos
sibly, outcome) goals stresses controls based on those outputs. Norman 
(2003, chapter 2), writing about the New Zealand experience, describes 
this doctrine, combined with explicit standards and measures of per
formance as 'introducing business-like controls'. 

4. 	 Shift to disaggregation of units in the public sector. This is achieved by 
breaking up large, multifunction bureaucracies into autonomous or semi
autonomous units, each having, at its extreme, a single purpose. Interactions 
between these slimline agencies and the centre and other agencies are man
aged by performance contracts that may include service level agreements. 

5. 	 Shift to greater competition in the public sector. This is based on a belief 
that markets lead to innovation and drive down costs, thus making 
the public sector more efficient and effective. As well as contracts, this 
includes a requirement for public tendering processes in which price is 
a major detern1inant of success, with standards specified in service level 
agreements. 

6. 	 Stress on private sector styles of management practice. This implies the 
import of styles and concepts of management used in the private, for
profit sector. Essentially this assumes a cadre of professional managers 
who are given goals to achieve and the freedom to set about achieving 
them. It marks a shift from lifetime public service employment, and its 
attendant public service ethic, towards a more mobile and, possibly, self
interested workforce. 

7. 	 Stress on greater discipline and parsimony in resource use. Doing more 
for less by seeking efficiency and productivity improvements and driving 
down costs, including, as mentioned above, the use of contracts based on 
public tendering processes. 

It is clear from this doctrinal statement that NPM is very different from that 
of the classical civil service. 

Boston et al. (1996, chapter 1) discusses three economic theories that 
underpin these NPM doctrines as introduced in New Zealand, which led to 
Hood's NPM doctrines summarised above. 
1. 	 Public choice theory. Like much economic theory, public choice theory is 

based on an assumption that people are self-interested and act rationally 
to maximise the benefits that they receive. Leading proponents of this 
view are Arrow (1963) and Buchanan (1968). Public choice theory is an 
extension of rational choice theory, which itself was roundly criticised by 
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Simon (1972, 1976) for regarding people, in the usual terms of economics, 
as utility maximisers. Public choice theory assumes all parties, whether 
recipients ofpublic services, public servants or their political masters, seek 
to maximise their own utility. That is, the full range of parties involved 
seek to gain personal benefit from acting in particular ways. Hence recipi
ents of services are regarded as consumers out to maximise the benefits 
they receive from a service and seeking to minimise the taxes they pay in 
return. Public servants are assumed to seek to maximise their own net 
gains and, without suitable incentives, are seen as self-serving and seeking 
to expand their empires. Politicians, in turn, will always seek their own 
interests. Given this assumed self-interest, it should be clear why regula
tion and control become major elements of NPM. 

2. 	 Agency theory. One view of a for-profit business organisation is that two 
of its main stakeholders are the principals (or owners) and the agents (the 
managers and others they employ). In more general terms, a principal 
enters into a contract with an agent in which the agent agrees to operate 
on behalf of the principal. Though originally applied to private, for-profit 
business firms, Boston et al. (1996, chapter 1) argue that agency theory is 
an important underpinning foundation of NPM. Underpinning agency 
theory is the same assumption found in public choice theory: people are 
rational and self-interested and so will try to maximise their own utility. 
This means that the interests of the principal and the agent will, at some 
stage, conflict. Hence, the principal needs to find ways to induce the agent 
to operate in ways that benefit the principal rather than the agent. This 
means that incentives are needed to ensure that the agent's and princi
pal's interests are aligned. These incentives may be written into formal 
contracts or take different forms of agreement between the two. Not sur
prisingly, such 'contracts' are likely to specify the behaviour required of 
the agent and will require evidence about the agent's performance. 

3. 	 Transaction cost economics. Boston et al. (1996, chapter 1) argue that this, 
too, is based on a view that people are self-interested utility maximisers 
and that 'contracts' need to be carefully designed to minimise the risk 
to the principal that the agent might not operate to the principal's bene
fit. Transaction costs are those associated with ensuring contract compli
ance through planning, adapting and monitoring task completion. These 
transaction costs are distinct from the costs of producing the goods or ser
vice. Its exponents (e.g. Williamson, 1985) argue that rational agents will 
select arrangements to minimise their total transaction and production 
costs; for example, should something be done in-house or outsourced? 
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Applying appropriate theory shows that, under specific conditions, trans
action costs are lower when principals and agents are linked through 
competitive markets. Thus, NPM is often associated with the marketisa
tion of public services. As with agency theory, the ideas of transaction cost 
economics began with the analysis of private, for-profit firms and spread 
to the provision of public services. 

Osborne and Gaebler (1992, p. xi), the widely read and extremely influential 
book on reinventing government, insists that the writings of the manage
ment thinker Peter Drucker provide the substantive foundations for what is 
now known as NPM. That is, NPM can be viewed as the transfer of private 
sector business management practices into the public sector - often known 
as managerialism. The appeal of these practices stems from the apparent suc
cess of the private sector when compared to the public sector. 

The creation of public value 

The ideas known as public value stem from the Kennedy School of 
Government at Harvard and Moore (1995) is, perhaps, the standard ref
erence on this topic. Public value theorists are not concerned with how 
institutions should be organised and incentivised, unlike the classical civil 
service view and NPM. Unlike classical bureaucracy and NPM, which stem 
from administrative doctrines and principles of organisation and manage
ment, the ideas captured in public value focus on the role of the public sec
tor in adding value to the public and private domains. To its proponents, 
more or less any institutional arrangement that can provide true public 
value is acceptable. Interest in the concept of public value has grown since 
the start of the millennium; see, for example, papers written by the UK's 
Cabinet Office Strategy Unit (Kelly et al., 2002) and papers produced by the 
UK's Work Foundation (Cowling, 2006; Hills and Sullivan, 2006). The core 
principle of public value theory is that public services should add value to 
their communities. It stems from work at Harvard with practising public 
managers and is both descriptive and, to some extent, prescriptive. It pre
sumes that, just as private, for-profit businesses should add value for their 
stakeholders, including shareholders, employees and customers, so should 
organisations providing public services. Public agencies are to actively seek 
to add public value, but need not always be replaced by market provision, 
though have no divine right to exist. 

Public value is a somewhat diffuse concept that needs some exploration. 
Its advocates are not arguing that it guarantees excellent public services, but 
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Figure 1.1 The strategic triangle of public value theory 

present it as a framework to guide public managers and to support decision 
making, whatever institutional forms are in place. It has attracted its critics, 
for example Rhodes and Wanna (2007), which argues that it is unsuited to 
Westminster-style public sectors and that it encourages public managers to 
engage directly with political processes, usurping the proper role of politi
cians. The main features of public value theory are often captured in dia
grams like Figure 1.1, which shows the 'strategic triangle' with three linked 
elements: the authorising environment, operating capacity and the public 
value proposition. Note that the links between the elements are as of much 
interest as the elements themselves, which is a basic tenet of systems theory, 
discussed later in this chapter. 

Perhaps the most important element of Figure 1.1 is 'public value 
proposition' which relates to the most basic question of all that should be 
asked by all public managers: 'what exactly is it that we are trying to achieve?'. 
In a way, this is rather like the mission statements so familiar to people work
ing in the private sector. This is clearly an important question but the idea 
of the triangle is to invite the public manager to ask two further questions 
of any activity, assuming that the activity can be shown to add public value. 
First, is the activity or programme politically feasible and is it legal? This 
question can be seen as an invitation to analyse and work with the environ
ment within which the public body operates. The second question is: do we 
have the capacity to do this properly? It asks what skills and other resources 
are needed if the body is to add public value. In many ways, like other gen
eral frameworks, this seems rather obvious when related so directly as here. 
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However, as is so often the case, writing and speaking about these things is 
much easier than achieving them in practice. 

It is important to note that issues of political feasibility and of operational 
capacity are not to be taken as given in this view of public management. 
Rather, there is an assumption that the public manager will take steps to 
ensure continued political support and to develop operational capacity if an 
activity or programme seems likely to add public value. That is, the public 
manager is not seen as the passive servant who just takes orders from his pol
itical masters, but rather as an active participant in the processes needed to 
get something done. In this view, the public manager needs to ensure that the 
programme for which she has responsibility is seen as legitimate, and that 
this consists of much more than doing as she's told. Needless to say, such an 
activist approach can be dangerous and is the main source of the critique of 
Rhodes and Wanna (2007), which argues that it muddies the water by usurp
ing the proper role of politics, which properly focuses on power and choice. 
However, as so excellently parodied in the 1980s TV series Yes Minister, there 
is nothing new in public servants seeking increased resources to provide cap
acity, nor in their engaging in political activity to gain support. 

What, then, is meant by the term (public value'? Benington (2010) argues 
that a programme or agency adds public value by meeting two criteria. First, 
and most obviously, it should provide something that the public values and, 
second, it should add value to the public sphere. That is, public value has two 
related components: benefits to individuals and their families, and benefits 
to society, or to groups within society. A public programme produces public 
value if it uses its operational capacity to provide satisfaction to individuals 
and to a wider society. Needless to say, the issue of worldview looms large in 
this, for people may differ in their view of what is valuable either for them 
or for the public domain as a whole. Determining what the public values 
and what is beneficial is far from straightforward, which is why Figure 1.1 
indicates that developing and sustaining a public value proposition requires 
appropriate resources (operational capacity) and support from the authoris
ing environment, which includes the public as well as politicians. 

As a straightforward example of what might constitute public value, con
sider primary education. Though they may not agree at the time, school
ing benefits individual pupils by providing them with skills, knowledge and 
principles by which to gain a living and to profit from life. These individual 
benefits spill over to a group around the pupil, typically including their fam
ily. The existence of universal education also adds value to the public sphere 
by providing people who are skilled, knowledgeable and culturally sensitive 
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enough to contribute to the development of society. Hence it should be no 
surprise that most nations provide or aim to provide universal access to at 
least school education. A similar argument may be made about healthcare or 
aspects of healthcare such as immunisation against polio, which protects the 
individual and also builds up herd immunity in the population. 

Advocates of the concept of public value are not denying that people can be 
self-centred, nor that they may, at times, seek to maximise their own utility. 
However, they are stepping beyond the rather individualistic emphases that 
underpin NPM and the resultant marketisation. Similarly, public value is a 
step beyond the rather naIve view that public servants should always be the 
quiescent slaves of wise and well-informed politicians. Instead, it assumes 
that debate, dialogue and action are part of policy development and agree
ment and of service provision and delivery. 

Aplace for performance measurement, whichever way the wind blows? 

Having considered three different views of public management and adminis
tration, it is important to ask a general question: is performance measurement 
needed under the different regimes? Public services are funded through tax
ation and most people favour excellent public services, though may disagree 
about whether public provision is appropriate. Few people, however, are in 
favour ofhigher taxation. Part of this reluctance is based on a general unwill
ingness to pay more taxes, but also on a realisation that pouring in more 
money does not necessarily result in better services. Any extra money may, 
for example, be spent on higher salaries and wages for staff providing those 
services, but the actual service itself may not improve. Therefore, it seems 
reasonable to have some way to know whether public services offer value for 
money and whether they are appropriate. Likewise, it may be important to be 
sure that the way in which the service is provided (its process) meets appro
priate standards. Needless to say, such measurement may not be straightfor
ward and is likely to involve political debates about priorities. 

It is not too difficult to argue that the inputs, or resources, used to provide 
public services should be measured whatever approach to public management 
dominates. There are well-established methods and techniques in accountancy 
for recording and reporting on the use of inputs. This is less true of the meas
urement of outputs and outcomes, and their links back to inputs, as perform
ance indicators. This is one reason why, in the UK and some other nations, 
the value of the economic output of the government sector had until recently 
been assumed equal to the value of the inputs. However, if outputs are valued 
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Asimplified view of measurement in public services 

as equal to inputs, there can be no productivity gains and no way of knowing 
if the activity funded by this expenditure adds value. Operating this way, gov
ernments cannot measure efficiency or productivity as no real effort is made 
to measure the outputs and outcomes from public services. Hence, in the UK 
the Government set up the Atkinson Review in 2003 to investigate how this 
productivity could be measured and represented for the National Accounts. 
This review, which reported in 2007, was given a brief to 'to examine the meas
urement of government output within the context of the National Accounts' 
(Atkinson, 2005, p. 1). It was needed so that claims about public sector prod
uctivity could be grounded in methodologies that are acceptable both to the 
UK government and to the wider, international community. It could thus allow 
the comparison of UK productivity stemming from public expenditure in ways 
that were comparable with those in use in other countries. 

Below the level of National Accounts it seems important to ensure that 
public money is well-spent. Basic concerns for value for money, expressed in 
efficiency terms as the ratio of inputs consumed to outputs produced, require 
the measurement of inputs and outputs and, preferably, outcomes. This con
cern is clearly evident in the case of NPM, with its emphasis on measur
able performance that may be based on service level agreements written into 
contracts. Hood (2007) discusses the uses of performance measurement in 
public services and argues that, despite the claims of some authors, none of 
these uses is new or appeared only in NPM. In addition, even in a classically 
bureaucratic civil service, public services need to be provided efficiently and 
effectively and need to be responsive to rapidly changing environments, all 
of which requires measurement in some form or other. The same is true in 
public value approaches, though it maybe be rather less clear how to measure 
the second element of public value, adding value to the public sphere, which 
must clearly be concerned with outcomes rather than just countable outputs. 
Performance measurement, sensitively done, is important whatever the dom
inant view of public services and, as Jowett and Rothwell (1988) shows, has a 
very long history. 

Avery simplified view of measurement in public services 

Input:output transformation processes 

Much of this book will address two questions. The first is why should we 
measure the performance of public services and the second is how should we 
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Figure 1.2 Asimple inputoutput transformation theory 

do so? Figure 1.2 may help us to start addressing those questions and repre
sents a very common view of process management, including those found in 
public services. It is based on a simple input:output transformation model in 
which resources (cash, time, expertise and other assets) are used in an organ
ised way to add value. In the field of operations management (Slack et ai., 
2007), it is common to divide the resources into two groups: transformed 
resources, which form direct inputs to the final product or service, and trans
forming resources that are required to execute the necessary activities. In 
the case of production-type processes that have a tangible product, such as a 
passport office, the physical materials that form the passport are the trans
formed resources, whereas people, computers, offices and other equipment 
are transforming resources. In public services that do not have tangible prod
ucts of this type, the consumed resources include people's time and money. 
The transformation is achieved via activities, some of which are under the 
direct control of the public agency and some of which may be provided by 
co-producers. The latter might include volunteers, family members, char
ities and for-profit organisations whose role has been extensively explored in 
Alford (2007). Co-producers also provide resources, in much the same way 
as the public agency itself. 

The concept of a transformation process is intended to capture the essence 
ofthe public agency or public programme's role. It consists ofthe activities that 
are considered essential to doing whatever the agency or programme is aim
ing to do. These activities may, themselves, be the subject of process measures 
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that typically reflect the efficiency of the process. Examples might include 
the percentage utilisation of staff in an agency or the utilisation of operating 
theatres in a hospital. At the right hand end of Figure 1.2 are the products of 
the transformation, which are categorised as outputs and outcomes. Outputs 
are the tangible products of the transformation, and examples might include 
the number of patients treated, or the number of students gaining certain 
grades in examinations. 

Outcomes reflect what the programme or agency is trying to achieve; that 
is, the value it adds. Outcomes are much more diffuse than outputs and might 
include, for example, better population health or a better educated society. 
Poister (2003) suggests that outcomes sometimes occur in a chronological 
sequence, with initial outcomes observed first, followed later by intermediate 
outcomes and, eventually, by longer term outcomes. For example, improved 
child health might produce an initial outcome of lower neo-natal deaths but 
it will be some time before it is clear whether the children are healthier as 
they pass through childhood. This chronological division may be a helpful 
way of thinking about how outcomes can be measured and the distinction 
may help avoid some confusion. 

It should be clear that some of the measurements categorised in Figure 1.2 
are more straightforward that others. Accountants have long-established 
methods for estimating the financial resources, or inputs, provided for and 
used by an agency or programme. Standard accountancy methods also allow 
for situations in which an agency or programme shares resources with one 
or more others and costs must therefore be combined or allocated. They also 
include ways to place the time spent by staff on common cost bases. The esti
mation of inputs is often regarded as part of public accounting practice and 
is not a concern of this book. In many countries, the Treasury is the most 
powerful player among government ministries and has the containment of 
costs and efficient use of resources among its main objectives. Alongside 
the Treasury, many countries have public audit offices that are tasked with 
ensuring that public resources, mainly financial, have been efficiently and 
legally employed in public agencies. This book focuses on the measurement 
of processes, outputs, service quality and outcomes. It assumes that inputs 
can be measured and leaves this to others. 

Asimple view of performance measurement 

This rather simple process transformation view gives us some clues about 
performance measurement. It suggests that the managers of an agency or 
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programme need to be clear about its mission; that is, its managers need to 
know what resources it is deploying, what its activities are and what out
comes and outputs are expected to follow. Suppose, for example, that a sur
gical directorate wishes to provide a better service for its patients, while not 
increasing its resource usage. The first stage ofperformance analysis requires 
the team to be clear about its aims. These might include improved processes 
leading to increased output performance and better outcomes for patients. 
The improved processes might be intended to reduce waiting times, both for 
treatment before a clinic and in the clinic itself. The increased output perform
ance might be intended to allow the clinics to process more patients in the 
same time period and using the same resources. The better outcomes might 
include faster recovery from surgery, lower post-operative infection rates and 
increased patient satisfaction and health some months after surgery. 

Based on this, the team and their managers are in a position to think about 
the performance measures that might be put in place so they can know how 
well they are doing. Performance measurement enables us to answer three 
related questions. How much did we do? How well did we do it? Are people 
better off as a result? These three questions can be answered via the four 
related types of performance measurement shown in Figure 1.2. Note that 
input measurement is very little help in trying to answer these questions. 
1. 	 Process measures: for example, waiting times for a clinic appointment and 

time spent waiting while in the clinic. To measure the time that people 
wait before the clinic (the referral delay), the team need to know when 
a patient is referred to the clinic and the date on which she is offered an 
appointment. To measure the waiting time within the clinic, the team 
need to know the time of the appointment and the time that the treat
ment is completed. All of these times can easily be collected on a routine 
basis and allow the team to know how well its processes are operating, as 
measured by patient delays. This provides a partial answer to the question 
'How well did we do what we do?'. 

2. 	 Output measures: for example, the number of patients treated in the clin
ics over a defined period. This is the most straightforward of all data to 
be collected and analysed and can be combined with cost data to show 
the cost-effectiveness of the clinic under the new regime. Essentially this 
answers the question 'How much did we do?'. 

3. 	 Service quality measures: these often aim to assess the degree to which 
patients and, possibly, their relatives and carers, are happy with the service 
they have received. These will always be subjective but are still important. 
They can only be gathered by asking patients and others for their opinions 
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in a suitably structured way. This provides the rest of the answer to the 
question <How well did we do what we do?'. 

4. 	 Outcome measures: recovery times, post-operative infection rates and 
health status several months later are possible outcome measures for a 
surgical clinic. Needless to say, these are much more difficult to measure 
and there are several reasons for this. The first is that some of the states 
that they wish to measure are very subjective. For example, if asked about 
their health some months after attending the clinic, patients may differ in 
their views of what constitutes <good health '. Hence, it is important to be 
sure that the terms used are as unambiguous as possible. Second, some 
patients may not respond when asked about their health, weeks or months 
later. Hence it may better, for some of the measures, to use a suitably cho
sen sample of patients who can be followed up for responses. This answers 
the question <Are people better off as a result of what we do?'. 

As might be expected, this example demonstrates that process measures, cer
tainly ones based on process times, are relatively straightforward to develop 
and implement and the same can be true of output measures that involve 
counting. However, outcome measures are often much trickier. 

Asoft systems view of the process transformation model 

The process transformation view of Figure 1.2 has an appealing simplicity 
and allows the identification, conceptually at least, of the main elements 
that might be measured. It is very general and clearly can equally well apply 
to private sector, for-profit organisations and not apply only to public ser
vices. It has the beauty of offering a politically neutral, highly conceptual
ised, even technocratic, view of the world. However, it really only addresses 
what public value theory refers to as <operating capacity'. This is deliberately 
not a book devoted to politics, whether with an upper or lower case initial 
letter. However, the role of power and ideology in public management can
not be ignored and must be considered even in an introductory chapter. The 
title of a popular basic text on politics is Power & choice: an introduction 
to political science (Shively, 2009), and was presumably chosen to illustrate 
the aim of much political action and infighting. Just because a performance 
measurement system makes sense and can be rationally defended does not 
mean that people will pay heed or act on the basis of the measurements. 
Performance measurement can only bring a degree of objectivity or ration
ality to discussions that may be appropriately dominated by broader polit
ical considerations. 
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To allow for this, the chapters that form Part II of this book use an 
idea taken from soft systems methodology (SSM), which was proposed in 
Checkland (1981), based on years of action research and subsequently devel
oped in Checkland and Scholes (1990). Checkland and Poulter (2006) pro
vides a very practical guide to its use. SSM is used in this book because it is 
simple to understand and yet can lead to some useful and powerful insights 
as an extension to the logical model shown in Figure 1.2. It is not the only 
way to conduct such an analysis, but it helps people to consider the linkages 
between elements and actions and how they affect one another through time. 
SSM is based on a recognition that systems thinking provides a logical way 
to understand and consider performance and change within organisations 
and extends it to take account of ideology or worldview. Some other forms 
of systems thinking have been criticised for their naIvety about power, which 
often leads practitioners to go astray when such considerations matter. 

In general terms, a system consists ofelements that interact with one another 
to produce its distinctive behaviour. The system may have been designed for a 
particular purpose, for example to collect income tax, or might, like the solar 
system, just exist. In Figure 1.3, a system is taken to consist of a set of interre
lated elements sitting in an environment, composed in turn of elements that 
can affect the system or be affected by it, but are not regarded as part of it. The 
system boundary is shown as permeable, since there will be transfers across 
it, to and from this environment, including information and influence. Soft 
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systems methodology is based on a view that a system boundary is a conveni
ent concept and that different observers and analysts may choose to draw the 
boundary at different places. That is, people may legitimately disagree about 
what composes a system and what forms its environment. 

Systems thinkers often contrast two views of analysis and investigation: 
reductionism and holism. An extreme reductionist approach assumes that 
studying the individual internal elements provides adequate knowledge and 
insight about the system. By contrast, a holistic view is one that considers 
the relationships and interactions between the elements as worthy of ana
lysis in addition to the elements themselves. Thus, in a holistic analysis, the 
whole is taken as more than the sum of its parts, due to their interactions. As 
an example, consider a doubles pair at tennis. There are many instances of 
doubles pairs composed of the best singles players being beaten by another 
pair whose individual status is lower. The reason why this happens is obvi
ous: the way that the doubles partnership cooperates is as important as the 
way the individuals operate. That is, interactions matter and lead to emergent 
properties and it is the emergent property of joint performance that leads to 
defeat or victory at tennis. Emergent properties cannot be inferred from the 
individual components but result from their interaction. It is a moot point 
whether observation of emergent behaviour causes someone to see a system 
or whether seeing a system causes someone to observe emergent behaviour. 

Systems thinking and similar approaches have been criticised for assum
ing a rather naIve view of purpose in the social world. It is usually clear what 
purpose and aim is motivating a doubles pair at tennis, but it may be much 
less clear what purpose or goal is being sought in a public agency or on a 
public programme. This is not because the people working in such agencies 
or on such programmes are ill-educated or fuzzy thinkers but because there 
are different ways to view the goals and purposes of such bodies. Ifpolitics is 
about power, this includes the power to set or disagree about policy, driven 
by different perceptions of what is or is not desirable. SSM is an attempt to 
use systems ideas in a rather less naIve manner by including considerations 
of ideology and worldview. SSM focuses on (human activity systems' that are 
assumed to be purposive - that is, they are assumed to fulfil some purpose(s). 
SSM assumes that there may be discussion and debate about those purposes 
and that the exercise of power may determine those purposes. Further, SSM 
does not assume that a human activity system exists as such, but uses the 
concept to analyse a world in which humans do seem to engage in purposeful 
activity. That is, the decisions as to what is inside or outside and the purposes 
of a system are not assumed as givens but are expressed through the views of 
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people involved. SSM can still be criticised as technocratic, but its inclusion 
of explicit consideration of ideology provides a useful conceptualisation for 
discussing performance measurement. 

Checkland (1981) suggests that the main elements of a system can be con
ceptualised in 'root definitions', which have six elements captured in the 
CATWOE mnemonic. 

C: customer: the immediate beneficiary or victim of the activity in which 
the system engages (its transformation); 

A: 	 actors: the people who engage in the transformation and employ 
resources to do so; 

T: transformation: the essential activity of the system; 
W: 	weltanschauung: the worldview or ideology that make sense of the 

transformation; 
0: ownership: the individuals or group with the power to close down the 

activity; 
E: environmental constraints: the externally imposed limits within which 

the activity must be conducted. 
Checkland and others who write on SSM stress that the T must be a transform
ation; that is, it must lead to a change of state. However, this can also include 
a system that exists to maintain stability in a changing environment. 

Figure 1.4 shows how SSM root definitions can be seen as an extension 
of the simple inputoutput model of Figure 1.2. The activities (processes) of 
Figure 1.2 become the Transformation of Figure 1.4, achieved by the Actors. 
The process measures, outputs and outcomes are replaced by the generic idea 
of results as the effect of the transformation. This lumping of three different 
forms of response into generic results is similar to that suggested by Carter 
et al. (1992, p. 36), where the slightly confusing term 'outputs' is used for the 
same idea. The eye of Figure 1.4, and the view from it, represents the world
view or ideology that makes sense of and justifies the rest of the root defin
ition, which is missing in Figure 1.2. It implies that different stakeholders may 
legitimately disagree about the transformation for which the system exists, 
though this is not always so. Any attempt to understand performance meas
urement in the public that does not explicitly consider stakeholder world
views should be regarded as oversimplified. As discussed in later chapters, 
SSM can also be useful in designing performance measurement systems. 

As we shall see in later chapters, constructing an SSM root definition can 
help provide a clear description of important elements that must be consid
ered when thinking about performance measurement. For example, Chapter 6 

discusses performance measurement for accountability and proposes several 
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root definitions, each one based on a different weltanschauung or worldview. 
These include a straightforward view that that publication is needed to keep 
taxpayers informed, captured in the following CATWOE. 
• Customers: the main immediate beneficiaries are taxpayers, since it is they 

who fund the public services. 
• Actors: the main actors are likely to be the managers, front-line staff and 

the people employed to publish the performance data. 
• Transformation: publication is intended to increase the knowledge of tax

payers about the standards of public services; that is, their state is trans
formed to one in which they know more about the performance of these 
services. 

• 	 Weltanschauung: publication for taxpayers is justified by a belief that they 
deserve to know how well public services are provided. 

• Ownership: a public service programme can be closed by the agency that 
sponsors, which in turn can be closed by the government. Hence, in SSM 
terms, these are the owners. 

• Environmental constraints: publication should be in ways that are cost-
effective and accessible to taxpayers. 

Seen in these terms, performance data is published to satisfy taxpayers who 
wish and deserve to be better informed about how well public services are 
performing. It is done by the managers and others working in the public body 
and the publication can be stopped by the government and must be conducted 
in a cost-effective way using methods that taxpayers can understand. However 
there are other views of performance measurement for accountability and we 
use SSM root definitions to tease these out in Chapter 6. 
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Performance measures: the Es 

Checkland (1981) argues that the conceptualisation of any human activity sys
tem should include deliberately designed performance measures associated 
with its transformation. This is because a systems perspective assumes that 
control will be exercised via information feedback. Those responsible for man
aging any system that involves human activity need to monitor its perform
ance to know how well they are doing, and this should be an essential element 
in determining which actions to take. This raises the question ofwhether there 
are generalisable characteristics in such measurement. Most writers on per
formance measurement for public agencies agree that a virtuous set of three Es 
should dominate performance measurement. The usual three are: 

Economy: this is a focus on cost, which is often relatively simple to meas
ure, but is an input rather than an output and so tells us nothing about 
how well a public programme is meeting its aims. 

Efficiency: this is usually defined in a straightforward manner as the num
ber of units of output produced per unit of input. Economists usually 
refer to this as technical efficiency. Hence an efficient programme is one 
that uses the minimum resources to produce some defined output. This 
is sometimes referred to as cost -effectiveness, which is a little confusing 
as the term effectiveness has a different meaning. 

Effectiveness: this is rather trickier to define since it relates to the social 
objectives of the programme and is thus a measure of how well a pro
gramme is meeting those objectives. If, for example, an objective of a 
criminal justice system is to make people feel safer, is this achieved by 
increasing the arrest rate? Effectiveness is a statement about the degree 
to which the outcomes of an agency or programme achieve what was 
expected or hoped for. 

In addition to these three Es, others have been suggested as relevant to many 
public programmes, including: 

Equity: is there evidence that people are being treated fairly by the pro
gramme or are its benefits unequally distributed across the citizens 
whom it is intended to serve? It is normal to distinguish between 
horizontal and vertical equity. Horizontal equity is achieved if all 
people are treated in the same way, whereas vertical equity refers to 
offering different treatment to people with different needs. Note that 
the explicit consideration of worldview starts to become very import
ant here in defining need. Since many government programmes aim 
at equitable outcomes, there is clearly a link to effectiveness as defined 
above. 
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Table 1.1. Performance measures, inputs, activities, outputs, service quality and outcomes 

Inputs Activities Outputs Service quality Outcomes 

Economy ~ 

Efficiency ~ ~ 

Effectiveness ~ ~ 

Equity ~ ~ 

Efficacy ~ ~ 

Ethicality ~ ~ ~ 

Productivity ~ 

Process and quality ~ ~ 

Efficacy: this is difficult to define and, discussing SSM, Checkland (1981) 
defines it by presenting a question: (does it work at all?' Clearly this def
inition is closely related to the idea of effectiveness. 

Ethicality: does the programme operate within agreed ethical norms? 
Other suggested measures, sadly not having E as their initial letter, include: 

Productivity: taken to be a measure of the number of units of output pro
duced over some defined time interval, usually with defined resources 
available. Thus, an increase in outputs is seen as an increase in product
ivity. Productivity is perhaps best viewed as a subset of efficiency. 

Process measures: these often relate to workloads (e.g. number of cases 
per staff member). Others, such as the time to complete a case or the 
length of time that a patient must wait for emergency care, may also be 
regarded as process measures, though these could also be regarded as 
service quality measures. 

Service quality measures: these cover the satisfaction of service users with 
the service provided. If timeliness is crucial to these users, then aspects 
such as the time to complete a case may also be regarded as service 
quality measures. 

Table 1.1 summarises these generic types of measures and their links to 
inputs, activities, outputs and outcomes. 

Bringing this all together 

This chapter has discussed some of the general ideas that underpin per
formance measurement in public services. It began by pointing out that 
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measurement is an uncontroversial part of daily life that rests on agreed 
standards of which we are often unaware. However, performance measure
ment in public sector bodies is often much more controversial and may be 
contested. A typical justification for performance measurement is based on a 
simple input:output transformation model that leads to the idea that inputs, 
processes, outputs, service quality and outcomes can be measured. Though 
this is useful, it ignores the political dimension that is often so important 
in public agencies and programmes. The sinlple transformation view can be 
modified by using ideas from soft systems methodology that allow for the 
different viewpoints and ideologies that are important in agencies and pro
grammes with any political dimension. 

Successful performance measurement is likely to be based on three foun
dations. The first is that the measurement needs to be done properly or not 
at all, an issue to which we return frequently in later chapters. At the very 
least it should be based on an understanding of simple measurement theory, 
as should any analysis performed on the performance indicators. The next 
chapter includes a short introduction to the concepts of measurement the
ory (Measurement 101). The second foundation of this book is that perform
ance measurement is not a new fad that will pass away in time, especially if 
ignored. Measurement has long figured in public sector bodies and can be 
justified whether operating within a classical civil service framework, under 
NPM or as part of a deliberate attempt to add public value. The third foun
dation is that performance measurement in public services is usually multi
dimensional, which can make it difficult to do properly. 

In the next chapter we examine why performance measurement is import
ant in public agencies and programmes, provide some basic principles for the 
selection and development of performance indicators and consider what can 
go wrong. 
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Introduction 

Chapter 1 introduced some basic ideas relevant to performance measure
ment in public services and argued that such measurement, done properly, is 
likely to be very useful whatever political philosophy justifies the provision 
and organisation of those services. In this chapter we consider the various 
reasons for measuring performance and use this as a basis for discussing 
some principles of performance measurement systems. Finally, we point out 
some of the things that can go wrong if we are not very careful. 

Why measure the performance of public services? 

If we accept that measuring the performance of public agencies and pro
grammes is desirable, this does not guarantee that it will always be worth
while. Performance measurement can be costly and dysfunctional if not 
done properly. If public services are supposed to add value, what value is 
added by performance measurement? In answering this question we need to 
consider why performance measurement can be useful. Various authors have 
attempted to spell out the main reasons for measuring the performance of 
public services; for example, Propper and Wilson (2003). Here we consider 
the common reasons for performance measurement in public services. 

The UK has several bodies devoted to maintaining standards in statistical 
analysis and data collection. Like most nations, the UK has an Office ofNational 
Statistics that, though publicly funded, is independent of direct political con
trol. This service, as in other countries, routinely collects and analyses statis
tics that might find some use in assessing performance. The Royal Statistical 
Society (RSS) is a learned body that exists to promote and develop the use of 
appropriate statistical methods. Bird et ai. (2003) is a review commissioned by 
the RSS that discusses why performance measurement is necessary in public 
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services and how it might be better done. As might be expected from such a 1. To evalm 
source, its focus is mainly technical, presumably based on a view that prop I withchH 
erly trained statisticians will be familiar with basic ideas about measurement well theil 
and with the statistical methods that might be employed. It probably stemmed 2. To contn 
from a concern that some important technical issues were being ignored in direction 
performance measurement in some UK public services. The review carried the 3. To budgt 
title <Performance Indicators: Good, Bad, and Ugly' and this, as well as recall spend the 
ing a famous Western movie, suggests that it contains some criticisms of cur and hard 
rent practice as well as some praise. It suggests (p. 7) that there are three main formancc 
reasons for measuring the performance of public services: 4. To motiv 
1. 	 To see what works: citizens want high quality services and governments agers, no 

wish them to be efficiently provided. Hence it clearly makes sense to meas to do tht 
ure performance to see which approaches are most efficient and effective. setting a 
This might be done by the managers ofa public service who wish to encour ment sys 
age learning and improvement, or might be imposed by a central group. achieved 

2. 	 To identify functional competence: many public services are provided by local 5. To prom 
branches in locations spread across a country or region. Some others are pro islators, ~ 

vided by local contractors operating within service level agreements. Thus, a good job 
second reason for performance measurement is to identify high performers ently ine 
and understand why they do so well, so as to encourage best practice. can allay 

3. 	 To support public accountability: public services are financed mainly This lin~ 
through taxation and, in democracies, it seems reasonable that the public must bui 
should know how well such services are being provided. 6. To celebl 

Curiously, the RSS review omits two other obvious reasons for measuring the isational 
performance of public services. One of these, based on a view that activities welcome 
can be rationally planned, is that measurement can support such planning keep the 
by encouraging the appropriate provision and use of resources. If a service is 7. To learn: 
designed to meet the needs ofa population ofknown size then it is hard to see mental h 
how it could be properly designed without some view of the resources needed improve] 
for each unit of output. Hence, this omission from the RSS review is surpris 8. To impr 
ing. Also surprising is the lack of any mention of performance measurement formanc 
as part of control (often called performance management), whether local or to disco' 
from the centre. Hofstede (1981) offers a major critique of the unthinking use Behn's list i 
of cybernetic-type control systems in public organisations. However, some Society rev] 
form of control is inevitable and the sensible use of performance data can be even when 
part of it, and we return to this issue in Chapter 4. curious sine 

Writing from the USA, Behn (2003) also discusses performance measure Like Beh 
ment in public services and goes rather further than Bird et al., suggesting to the prac1 
eight reasons for the measurement of performance in government agencies: organisatio: 
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Why measure the performance of public services? 

1. 	 To evaluate: how well is this government agency performing? Like parents 
with children, governments and, sometimes, taxpayers wish to know how 
well their agencies are performing. 

2. 	 To control: how can public managers steer their subordinates in the right 
direction so as to ensure excellent performance? 

3. 	 To budget: on what programs, people or projects should government 
spend the public's money? There is never enough money to do everything 
and hard choices must often be made; hence it seems sensible to use per
formance information to support resource allocation. 

4. 	 To motivate: how can public managers motivate line staff, middle man
agers, non-profit and for-profit collaborators, stakeholders and citizens 
to do the things necessary to improve performance? Goals and target
setting are often taken as core motivational principles, and measure
ment systems are introduced to determine whether these goals are being 
achieved. 

5. 	 To promote: how can public managers convince political superiors, leg
islators, stakeholders, journalists and citizens that their agency is doing a 
good job? Since people may suspect that government agencies are inher
ently inefficient and incompetent, publishing performance information 
can allay their fears - assuming, that is, the agency is performing well. 
This links with the view of public value theorists that public managers 
must build a constituency of support. 

6. 	 To celebrate: what accomplishments are worthy of the important organ
isational ritual of celebrating success? Celebrations of success are always 
welcome, and this is clearly linked to motivation and also to the need to 
keep the full range of stakeholders in the picture. 

7. 	 To learn: why is something working, or not working? Diagnosis is funda
mental to medical treatment and its equivalent is important when seeking 
improvement in public service perfornlance. 

8. 	 To improve: what exactly should be done differently to improve per
formance? Performance improvement is only possibly if there is a way 
to discover good performance so that it can be replicated elsewhere. 

Behn's list is clearly much more extensive than that in the Royal Statistical 
Society review, though there are clearly some overlaps within it. However, 
even when the overlaps are accounted for it is still more extensive, which is 
curious since Bird et al. was published later. 

Like Behn, Poister (2003) writes from the USA, producing a book devoted 
to the practical use of performance measurement in public and non-profit 
organisations. Like Behn, Poister goes much further than the uses discussed 
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Table 2.1. Aconsolidated view oin Bird et al. It considers why performance measurement is important and ! 
provides a list of ten reasons: 

Category 
1. 	 Monitoring and reporting: which is defined as a rather passive use 

of data and indicators, which is probably the traditional use in the Planning and I
classical civil service model, but also includes the need for public 	 improvement 

accountability. 	 2 Monitoring and contrc I 
2. 	 Strategic planning: this is a much more proactive use of performance I 

! 
measurement to enable an organisation to plan how best to deploy its 3 Evaluation and 

resources to achieve its goals. comparison 

3. 	 Budgeting and financial management: this links to the first two above, by 
providing financial monitoring and short term planning, mainly related 4 Accountability 

to the measurement of inputs. 
4. 	 Programme management: this is the use of performance data and indi 5 Financial budgeting an 

cators to support the effective management of individual programmes, planning 

rather than whole organisations or agencies. 6 Individual performanc 
5. 	 Programme evaluation: since programmes, from all perspectives, are management 

developed for particular ends, it seems important to try to quantitatively 
evaluate their performance in terms of their outputs and outcomes. 

paramount w 
6. 	 Performance management: this refers to the use of performance meas

information. 
urement as part of an incentive and control scheme for employees and 

not be approI 
work units. 

vice provider: 
7. 	 Quality and process improvement: defined as the collection and colla

made on the ~ 
tion of 'facts' as the basis for improving the ways in which public services 

some may fin 
are provided to their clients. not be the y,

8. 	Contract management: this relates to the service level agreements that are 
important iss 

often found in contracts with bodies that provide the service on behalf of 
logy, considel 

the public purse. The idea is that performance should be measured to see 
to claim a wo 

if the provider is meeting the levels specified in the agreement. threshold; ot1 
9. 	 External benchmarking: which is the comparison of one agency or pro

pass muster f 
gramme's performance against others, whether within the same organ

runner is fast 
isation or outside it. 

seems sensibl 
10. Public communication: keeping the public informed about the agency or 

between the r 
programme and its performance. 

clear why son 
measurement 

Bringing order to an expanding universe As we have 
ing the perfon 

From these three views it is clear that there are many different justifica
Behn lists eigt.

tions for performance measurement in public services. It seems reason
to this expand

able to argue that the intended use of performance measures should be 
these lists tog 
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Table 2.1. Aconsolidated view of reasons for measuring performance 

Why measure the performance of public services? 

Category Bird et al. (2003) 

Planning and 
improvement 

2 Monitoring and control 

3 Evaluation and 
comparison 

4 Accountability 

5 Financial budgeting and 

planning 

6 Individual performance 

management 

See what works 

Identify 

competences 

Public 

accountability 

Behn (2003) 

Learn 
Improve 

Control 
Motivate 

Evaluate 

Promote 

Budget 

Celebrate 

Poister (2003) 

Quality and process 

management 

Monitoring and reporting 
Programme management 

Programme evaluation 
Contract management 

External benchmarking 

Public communications 

Strategic planning 

Budgeting 

Performance management 

paramount when designing a system to collect, analyse and provide such 
information. This is because a measurement made for one purpose may 
not be appropriate for another. To give an obvious example, if several ser
vice providers are being compared it is crucial that all measurements are 
made on the same basis, otherwise the comparison will be unfair. Though 
some may find it strange, it may also be true, that absolute accuracy need 
not be the yardstick of such comparative measurement since the most 
important issue is the relative difference between providers. As an ana
logy, consider athletes competing in a 100 metre sprint. If the winner is 
to claim a world record, any tail wind must be below a specified, very low 
threshold; otherwise the time will be deemed wind-assisted and will not 
pass muster for a record. However, if the race is simply to decide which 
runner is fastest on the day, all runners have been similarly affected and it 
seems sensible to accept the result and, possibly, the difference in timing 
between the runners. When measuring performance it is important to be 
clear why something is being measured, along with the use to which the 
measurement will be put. 

As we have seen already, various writers cite different reasons for measur
ing the performance ofpublic programmes and agencies. Bird et al. cite three, 
Behn lists eight and Poister ten such reasons and we need to bring some order 
to this expanding list by looking for common features. Any attempt to bring 
these lists together is somewhat arbitrary because different people can use 

~'''"''T1'~O~. It seems reason

nce measures should be 
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the same word in different ways. Table 2.1 organises the three views into six ! 

categories, four of which are explored in subsequent chapters. 
Part II of this book examines performance measurement for the first four 

categories of Table 2.1. The six categories in the table are not completely dis
tinct but overlap to some degree. For example, evaluation is an important part 
ofany planning or attempts to improve a service. However, it is as well to keep 
an intended purpose in mind when conSidering and devising performance 
indicators and a performance measurement system. We do not consider the 
fifth and sixth categories ofTable 2.1 in any detail. Budgeting is a major part of 
this and is covered by standard management accountancy practices extended 
into public services. The sixth category is also out of scope because it is prop
erly an aspect of human resource management, which is not our concern. 

Performance measurement systems 

Poister (2003) suggests that any performance measurement should be under
pinned by a performance measurement system to systematise the collection, 
analysis and use ofperformance indicators. That is, public organisations must 
move beyond occasional forays into measurement and should establish rou
tines and procedures if the job is to be done properly. An Internet search will 
quickly reveal that there are many consultants and software vendors offering 
help with this system development. It is a serious mistake to assume that this 
is a purely technical task that can be solved by the purchase of appropriate 
software, though good software should certainly form part of a performance 
measurement system. It is also a mistake to assume that system development 
can be handed over to external consultants, however talented, who will pro
vide a performance measurement system that will be an immediate, all-round 
success. Engagement by the organisation and its stakeholders is crucial, as is 
careful decision making about the system's major features. During the design 
and implementation of a performance measurement system, members of the 
organisation learn much about how the system will operate. With this in 
mind, Poister (p. 16ff.) suggests four essential elements of a successful per
formance measurement system, summarised in Figure 2.1. 

First, the system must be properly managed from its conception onwards. 
This means that it should be based on a clear conceptual framework, or 
protocol, so that all involved can see the value of the indicators and their use. 
From time to time, the framework will need to be updated as circumstances 
change, but any system design should begin with discussion and debate about 
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Figure 2.1 Poister's four elements of performance system measurements 

the framework that will provide the basis for measurement. It is crucial that 
the framework includes an explicit statement of the purpose of the perform
ance measurement system and the uses to which the performance indicators 
will be put. Data collected for one purpose is not always suited to different 
purposes. The aim is to provide intelligence that supports decision making 
and continuous improvenlent, rather than just routine monitoring data. That 
is, it should provide evidence that can be analysed and used in the ways iden
tified earlier. Bird et ai. (p. 13) view the process of framework development 
as a scientific process: (In principle, getting a PM protocol right is no more, 
or less, onerous than applying scientific method to any other field. The sci
entific discipline of writing a PM protocol from consultations and definition 
of PIs through piloting and data collection to auditing and analysis plans 
contributes to quality assurance of a PM process.' As with other aspects of 
the Royal Statistical Society's review, this statement has a very technical feel, 
but is merely arguing for adoption of a rigorous, evidence-based approach to 
establishing a performance measurement system. 

It should be obvious that a useful performance measurement system must 
be aligned with the goals and mission ofthe agency or programme. Ifnot, then 
staff will be diverted from their core tasks, which they may resent, which is 
likely to lead to underperformance against missions and goals. Ifthe primary 
aim of the performance measurement is performance management (control), 
then targets need to be agreed and the issues discussed in Chapter 4 need to 
be carefully considered if this control is to be effective. This framework devel
opment is not something that can be done by a performance measurement 
team acting in isolation, there needs to be leadership from senior members of 
the organisation and engagement of key stakeholders. Thus, leaning wholly 
on the wisdom and experience ofexternal consultants is unwise. With this in 
mind, Poister suggests (chapter 14) that top-level support is usually crucial in 
a successful implementation. Active top-level engagement is a better way of 
summarising this requirement, since support sounds rather passive. Active 
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engagement suggests a determination to use performance indicators as part the centn 
of the organisation's management. the local" 

The routine and special data collection that underpins the performance • Under (0 
indicators needs to be carefully planned. Hence, the second element of ibilities. ( 
Figure 2.1 is labelled 'data collection' and is concerned with collection of the crimt 
data, whether relating to processes, quality, outputs or outcomes. This data not be a 
collection, analysis and presentation is usually implemented in computer liability i 
information systems that automate and standardise much of the work. The that an il 
data collected should be based on agreed sources and thoroughly checked valid, cin 
for errors and inconsistencies. Each data item needs to be clearly and unam approach 
biguously defined and its inclusion should be properly justified. When the which the 
framework is reviewed after some time in use, it is a good idea to re-examine their owr 
whether each data item is still needed or whether others should take their survey. 11 
place. both met 

Since data collection is almost never free, it needs to be done with an eye this is likl 
on economy as well as accuracy, which means there will inevitably be com even if we 
promises. Cost is important, since the resources used within a performance • Samplest 
measurement system could be used for service provision and delivery rather problems 
than measurement, which is inevitably seen as an overhead. Much of the data not insur 
needed for performance measurement may already be available and in use reluctant 
for other purposes, however it is almost always the case that some new data all too e, 
collection will be needed. This will increase the cost to the organisation but is especia 
has the advantage that data items can be properly defined to meet the needs outcome~ 

of the measurement system. By contrast, existing data may not be all that it may intel 
seems. For example, the number of patients admitted to a hospital each week veys is th 
is not always a measure of demand for its existing services. Sometimes no may also 
beds are available, so patients are turned away and, also, patients may not be do exist a 
fully aware of the services on offer. Both mean that admission data is likely to • Subjective 
be an underestimate of demand. Statisticians use the term 'censored data' to a hospital 
refer to admissions data of this type if it is used in demand forecasting. ant and sl 

Data collection is usually decentralised, with most collected close to the appropri, 
point of service delivery, which calls for appropriate standardisation. Bird et ant to ch 
ai. (2003) devotes considerable space to this issue and also to the next one, raters wh 
data analysis. Data collection is a minefield, with many dangers awaiting the It maybe tt 
unwary. These include: ward task t 
• Hidden incompatibilities in data submitted from decentralised units. Even 	 indicators t 

when standardised procedures are in place, numbers recorded can be a at all. 
matter of local interpretation and practice. This is especially acute if the The thin 
data collected is not used locally and is therefore seen as an overhead from the producl 
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Performance measurement systems 

the centre that sits on top of existing heavy workloads and is of no use to 
the local branch . 

• Under (over) reporting is another issue and relates to hidden incompat
ibilities. Crime statistics are a case in point. Police forces in the UK record 
the crimes reported to them, but it is well-known that their records may 
not be a reliable estimate of criminal activity. One reason for this unre
liability is that not all crimes are reported to the police, and another is 
that an individual officer may choose to turn a blind eye to a crime for 
valid, circumstantial reasons. So what can be used instead? An alternative 
approach is to survey members of the public to ask them about crimes of 
which they are aware. This, too, is not foolproof, since people may employ 
their own definitions of criminal activity or may refuse to take part in the 
survey. Thus, there is no perfect measure of criminal activity. However, if 
both methods are used and both show an increase (or decrease) over time, 
this is likely to be a good indication that crime is increasing or decreasing, 
even if we cannot be sure of its actual level. 

• Sample surveys are useful and sometime essential, but there are well-known 
problems with their use in routine performance measurement. These are 
not insurmountable, but do need to be faced. For example, people are often 
reluctant to be interviewed and, in persuading them to cooperate, it is 
all too easy for interviewers to unintentionally bias survey results. This 
is especially an issue when survey responses call for people to categorise 
outcomes as very good, good, OK, poor or very poor, since different people 
may interpret these terms in their own ways. Another problem with sur
veys is that some people in the sample will choose not to respond, which 
may also bias the results. These problems are not insurmountable but they 
do exist and need to be faced. 

• Subjective ratings are often used, for example in reporting the cleanliness of 
a hospital ward or the attitudes of staff in a care home. Such rating is import
ant and should not be abandoned, but people performing this rating must be 
appropriately trained to ensure consistency between them. It may be import
ant to check for cross-rater consistency by having ratings checked by other 
raters who act blind; that is, they are unaware of the initial rating. 

It may be tempting to assume that data collection is a routine and straightfor
ward task that requires minimal effort, however this is untrue. Performance 
indicators based on inadequate data may be worse than having no indicators 
at all. 

The third component of Figure 2.1 is the analysis of performance data and 
the production of performance indicators, which is the subject ofmuch of the 
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rest of this book. A well-known maxim among information systems special
ists is that 'information is data plus interpretation'. That is, even if raw data 
streaming into a performance measurement system is collected according to 
the best possible standards, there is still much more to do. A performance 
measurement system aims to turn data into information and intelligence, 
which requires some care. How the analysis should be performed will depend 
on the uses to which the performance measurement is being put. Raw counts 
rarely become useful indicators without at least examination and cleansing 
of the data to remove errors and careful consideration of anomalous values 
to see if they are true reflections of performance rather than due to mis
understanding or errors. The analysis may lead to the comparison against 
targets (Chapter 4), the use of ratios to allow fair comparison (Chapter 5), 

comparisons over time using time series (Chapter 7), to the use of scorecards 
(Chapter 8), to the development and use of composite indicators (Chapter 9) 

or to performance league tables (Chapter 10). 

Ratios, discussed in detail in Chapter 5, are used when it is important that 
raw counts are normalised to place them on the same basis. For example, it is 
reasonable to assume that the demand for healthcare in a city is based, partly 
at least, on the population. Thus, when comparing the demand for healthcare 
in several cities, the demand data should be normalised by computing the 
ratio of the demand and the population. Any remaining differences in the 
ratios are not due to the population but to other factors, such as smoking, 
alcohol and the age distributions. 

If the aim is to track the performance of an agency or programme over 
time, to see whether performance is improving or not, then the methods of 
time series analysis will be appropriate. A time series is a set of data points 
recorded at regular intervals, and time series analysis provides a way to 
extract useful information from this series. Time series methods are dis
cussed in more detail in Chapter 7, but the usual aim is to understand the 
trends and systematic changes that may be present in the data. As a sim
ple example, Figure 2.2 shows a time series of the number of calls received 
each hour at a police control centre over a seven-day period. The jagged line 
shows the hourly data for the seven-day period and the smoother line though 
the middle of the call data is the moving average across 24 hours. There is 
clearly a pattern to the data, with a regular waveform that rises and falls 
during each day, and an underlying trend that rises towards the weekend. A 
time series analysis involves the deconstruction of the elements in the ser
ies to try to understand the patterns. If we wish to know whether call vol
umes vary across the days of the week, we need to remove the apparent cyclic 

Figure 2.2 
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Figure 2.2 Hourly calls received, police control room 

waveform. A simple way to do this is to calculate the moving average of calls 
received each 24-hour period, as shown in Figure 2.2. This shows that call 
volumes have increased towards the weekend but are more or less the same 
on Monday, Tuesday and Wednesday. 

Composite indicators are used because performance in public agencies is 
almost never one-dimensional, since a public manager may have to balance 
goals that, to some degree, conflict with one another. Scorecards and dash
boards (Chapter 8) can be used to display a set of indicators, but these can 
be very confusing and, if badly designed, can look like the bewildering set 
of dials and displays in the cockpit of an airliner. Hence, a set of indicators 
may sometimes be combined in a single, composite indicator as discussed in 
Chapter 9. This is usually done by calculating a weighted average of the indi
vidual indicators, which raises the question of what value the weights should 
take and who should decide this. The weights are important because they 
reflect the relative importance of the various dimensions of performance that 
are rolled up into the composite indicator. Since public agencies are subject to 
political control, decisions about weights will inevitably have political impli
cations. Composite indicators are often used to construct league tables that 
claim to rank service providers, with the excellent performers at the top and 
the weak ones at the bottom. Journalists are especially fond of this form of 
presentation. The construction and use of such tables is discussed in Chapter 
10, along with frequent warnings about their danger and misuse. 
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Action is the final element of Poister's view of performance measurement 
systems shown in Figure 2.1. It cannot be stressed too highly that perform
ance measurement is a means to an end and not an end in itself. The clever
est, most sophisticated performance measurement that uses the very latest 
technology and provides data that is 100 per cent reliable, is a waste of time if 
it does not affect the performance of the agency or programme. Performance 
measurement is not free of cost, the performance indicators should lead to 
appropriate action, whether by the managers of the agency or programme or 
by a central unit. That is, a performance measurement system should stimu
late future performance improvement, rather than serving as a monitoring 
system providing information that is only of historical interest. 

Measurement 101 

Table 2.1 summarises the main reasons for performance measurement and 
it is now important to consider how things might be measured; not in rela
tion to particular programmes but in terms of theories of measurement. This 
might seem a step too far in an arcane direction, but a little consideration of 
some basic issues can save problems later. We often forget that the very sim
ple measurements discussed in the opening section of Chapter 1 are based 
on consistent systems of measurement that took centuries to be established. 
As an example, consider the agreed measurement of time across a country. 
It seems to be the case that, until the coming of the railways, there was no 
national standard for clock time in the UK. Before then, one part of the coun
try might regard it as being 12 noon, whereas another might be happy that it 
was 12:15 even though both would be reporting the time at the same instant 
were they able to communicate with one another. The production of railway 
timetables apparently made these time differences undesirable and concepts 
of standard time were agreed. These in turn rested on much earlier agree
ments that there would be 24 hours in a day and 60 minutes in an hour, both 
related to the time taken by the Earth to orbit the sun. That is, there was 
agreement on standards and an agreement on scales of measurement. 

Confusion reigns without such agreement. For example, cubits and spans 
were linear measures used in old translations of the Bible, as were terms such 
as talent, as a measure ofweight. However, there is some doubt as to how con
sistent these measures were and it seems likely that they varied over time and 
in different places. This may not have mattered much in a sparsely populated 
and slow moving rural environment in which most trade was very local. 
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Measurement 101 

However, as societies moved beyond that stage, greater sophistication and 
clarity were needed, which led to the development of consistent measure
ment systems and agreements about their use. Nowadays most countries have 
standards offices that define measurements in accordance with international 
agreements, without which much international trade would be impossible. 
As is often the case, theory initially followed what had already become prac
tice. An understanding of basic measurement theory provides a framework 
within which types of measurement and analysis can be considered. 

Types of measurement scale 

Any attempt to measure stems from the human ability to categorise things 
and such categorisation underpins what are usually known as nominal scales. 

The term 'nominal' comes from the Latin word 'nomen', meaning name. 
Thus, a nominal scale consists of a set of labels that allow discrimination. 
We might, for example, wish to classify people by gender or objects by their 
colour. In one sense, a nominal scale is not really a scale, but just a list of 
categories into which objects can be classified. It is important to realise that 
no category is assumed to be higher or greater than any other; they are just 
qualitatively different. The number of items counted as belonging to each 
category is usually referred to as categorical data. We should keep very clear 
in our minds a distinction between the categorical data (the number in each 
category) and any numerical labels used for the categories. We could if we 
choose, assign a numerical value as a label for each category, but we should 
never attempt arithmetic on those numbers. As many writers on this 'topic 
affirm (see, for example, Stevens, 1946), numbers applied to categories are 
like the numbers of the backs of footballers' shirts. They are labels and no 
more than that. 

Sometimes the categories are not only mutually exclusive, allowing their 
members to be counted, but have a sense of rank order. For example, a ques
tionnaire may invite respondents to signify whether they strongly agree, 
agree, are indifferent to, disagree or strongly disagree with a statement. These 
categories have some sense of sequence, or order, about them and thus form 
an ordinal scale. Note that, though an ordinal scale defines and orders the 
categories, there is no precise relative weight attached to the scores. We can, 
for example, label something as hot, warm or cold without being too bothered 
how hot or how cold it is. As an example from performance measurement, 
an ordinal scale was used in the UK's 2008 Research Assessment Exercise 
that assessed the research quality of academic departments. Assessors were 
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Table 2.2. RAE 2008 research output quality categories 

Ratings Definition 

4* Quality that is world-leading in terms of originality, significance and 
rigour. Denotes an absolute standard of quality. 

3* Quality that is internationally excellent in terms of originality, 
significance and rigour but which nonetheless falls short of the highest 
standards of excellence. 

2* Quality that is recognised internationally in terms of originality, 
significance and rigour. 

1* Quality that is recognised nationally in terms of originality, significance 
and rigour. 

unclassified Quality that falls below the standard of nationally recognised work. Or 
work which does not meet the published definition of research for the 
purposes of this assessment. 

asked to categorise the quality of research outputs on a five-point scale as 
shown in Table 2.2, with the official definitions of the categories (RAE 2008, 

2006), Note that there is no suggestion that research papers rated at 4* are 
twice as good as those rated at 2*. That is, these are ordered categories with 
no attempt to estimate how much better one is than another, other than to 
say that research assessed as 4* is better than research assessed at 3*, which is 
better than 2*, which is better than 1*, which is better than unclassified. 

Ordinal scales are very useful as a means of discriminating one thing from 
another by a property that is agreed to be important. However, they are often 
abused by attempts to quantify them followed by inappropriate calculations 
on the basis of this false quantification. This is especially common in the 
analysis of the results of surveys and questionnaires. As mentioned earlier it 
is common to ask respondents whether they strongly agree, agree, are indif
ferent, disagree or disagree strongly with a statement such as 'This question
naire was easy to answer'. These categories are an example of a five-grade 
Likert scale, which are frequently employed in opinion surveys. Great care is 
needed when designing and analysing the results of such questionnaires. It is 
important to ensure that the scales are: 
• consistent: which means that the same person would give the same response 

if retested under the same conditions; 

• comparable: which means that different people interpret the categories in 
the same way; 

• plausible: which means that the distinctions and categories make sense to 
respondents. 
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Even when these conditions are satisfied it is all too tempting to assign num
bers to the five categories offered to the respondents; such as, 5 for strongly 
agree, 4 for agree ... 1 for strongly disagree. This then allows the responses 
to be wrongly summarised in statements such as 'the mean score was 3.95'. 
However, as a mean score this is meaningless because there is no agreed 
quantitative difference between the categories. Assigning numbers to the 
categories simply adds spurious precision to the analysis of the responses. 
It is much better to just make statements such as '87 out of 120 respondents 
thought the question was easy to answer or very easy to answer and only 
5 strongly disagreed with this'. The correct analysis of ordinal data is done 
using the methods of non-parametric statistics, which are provided in most 
introductory books on statistics. Despite this widespread knowledge, abuse 
of ordinal data is still frequent. 

Interval scales are the next step up from ordinal scales and include an agreed 
zero value so that the intervals between values can be strictly defined. These 
allow points on the scale to be quantitatively compared - though with some 
care. The intervals need not be equal and could, for example, be logarithmic; but 
they must be consistent. It is important to realise that the zero point on an inter
val scale is arbitrary and that this can have an effect. For example, consider tem
perature measured on the Celsius scale. The zero of a Celsius scale is defined as 
the melting point of ice and the 100 value is defined as the boiling point ofwater, 
both under defined conditions. Thus, the Celsius unit is defined as 11100th of 
the interval between those two values. If we have one liquid measured accur
ately as being at 10°C and another as being 20°C, it is tempting, but wrong, to 
say that one is twice as hot as the other, or one is half as hot as the other. All we 
can say is that, measured on the Celsius scale, one is 10°C and the other is 20°C. 
This means that, measured in degrees Celsius, one is twice the temperature of 
the other. Note that, if the Fahrenheit scale were used, the two temperatures 
would be 50°F and 68°F, because Fahrenheit employs a different zero and sets 
the boiling point of water at 212°F. Thus, the Fahrenheit scale would produce a 
different ratio unless account is taken of the different value used for the melting 
point of ice compared to that used on the Celsius scale. 

Ratio scales extend the idea of interval scales by employing a true zero. 
Length is an obvious example, since if two objects measure 10 em and 20 em, 
we can say that one is twice as long as the other and one is half the length 
of the other. This is because the idea of zero length is based on a physical 
truth. Notice that, if an imperial scale of measurement (feet and inches) is 
used instead of a metric scale, the lengths of the two objects would still have 
the ratio 2:1 or 1:2. Returning to temperature scales, physicists use neither 
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Table 2.3. Some different types of measure 

Measure Measurement scale 

Condition 

Severity 

Date of admission 

Waiting time 

Nominal 

Ordinal 

Interval 

Ratio 

Celsius nor Fahrenheit but instead use the Kelvin scale. This employs abso
lute zero as a true, physical property which would occur on a Celsius scale at 
-273.l5°C, and refer to this temperature as OaK. Ratio and interval scales are 
both sometimes known as cardinal scales. 

Use of measurement scales 

Consider a system intended to measure the performance of different health
care providers. This might record, for each patient: the condition from which 
they suffer, the severity of their condition, the date on which they are admit
ted for treatment and the time that they waited for treatment. Table 2.3 clas
sifies these measures by the type of measurement scale in use. It is important 
to realise that each of these data items should be appropriately analysed if 
performance statistics are to be produced. For nominal data, such as the 
patients' conditions, it is unwise to go beyond simple counts and their ana
lysis, using non-parametric statistical methods. That is, attempting to calcu
late arithmetic mean values is usually inappropriate, whereas a histogram 
or pie chart representation might be appropriate and we can also calculate 
the mode (most popular category) of the values and other statistics. For 
ordinal data, such as the severity of the patient, similar analyses are pos
sible. For example, if patients were categorised according to whether their 
condition were moderate, severe, very severe or life-threatening, this is an 
ordinal scale and we can legitimately make statements such as 25 per cent of 
patients had at least a severe illness on admission. With interval data, such 
as the date of admission, we can treat the raw dates as if they were ordinal 
data and, in addition, can compute intervals and use normal arithmetic on 
them. For example, if a patient is referred for treatment and then admitted at 
a later date, we can compute the time they had to wait for treatment. In add
ition, we can compute the time interval between successive admissions for a 
patient. In both cases, we can use parametric statistical methods to analyse 
them, allowing us to calculate sensible mean values and standard deviations. 
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Some general principles for performance indicators 

Finally, ratio scale data such as waiting times can be analysed using both 
parametric and non-parametric methods. 

Some general principles for performance indicators 

Later chapters examine the types of performance measurement that are 
appropriate for the first four categories of Table 2.1. Before doing so it may 
be helpful to consider some of the principles that are generally agreed to lead 
to useful performance indicators. A performance indicator is what it says: an 
indicator of performance. No indicator will tell the full performance story 
but can point to where performance seems to be good, poor, average, improv
ing, static or declining. A useful indicator indicates where attention should 
be focused to find out why performance is good, poor, average, improving, 
static or declining. Indicators are used because they summarise perform
ance and allow comparison through time and between units. As often stated 
in this book, public sector performance in all but the simplest of agencies 
and programmes is multidimensional and often involves trade-offs between 
competing elements of an organisation's mission. It is important to keep this 
in mind whatever the purpose of the measurement. 

Performance indicators indicate 

It is important to realise that indicators indicate, they do not explain and 
they are always simplifications. In one sense, performance indicators can be 
viewed as models, not in the sense of ideals, but as simplified representations 
of something rather complex. Pidd (2009, p. 10) provides a working defin
ition of a model as (an external and explicit representation of part of reality 
as seen by the people who wish to use that model to understand, to change, 
to manage and to control that part of reality'. As a form of model, a perform
ance indicator is a deliberate attempt to provide an external, explicit, but 
simplified representation of performance that can be used for some defined 
and foreseen purpose. The latter is particularly important and it is good prac
tice to maintain a record of the intended use of any performance indicator 
along with the underpinning data definitions. Such records help avoid ser
ious, unintended misuse. The representation is simplified because no indica
tor is likely to capture every component of good or bad performance. 

Models are not the reality, nor are performance indicators. A modeller 
may choose to represent a feature of the real world in a way that is useful, 
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but not the same as the reality. For example, most subway systems use colour 
to indicate the various lines on a map to enable people to distinguish one 
line from another. On the London Underground network, for instance, the 
Central Line is shown in red and the Northern Line in black. A man from 
Mars, not understanding the convention, might be surprised to find that the 
rails on which the Central Line trains run are not painted red, nor those on 
the Northern Line painted black. Nevertheless, the colours are useful indica
tors of how to get from A to B, via C if necessary. There need not be a one to 
one correspondence between a representation (or model) and reality. 

Some simplification is inevitable because the world and the public agencies 
that operate within it are complex. Public agencies usually employ substan
tial workforces, have multiple stakeholders, may have multiple and conflict
ing objectives and are subject to the changeable winds of political control. 
Thus the people attempting to navigate a route for the good ship of a public 
agency have to steer a difficult course. A ship's navigator uses a simplified 
representation of the boat's position and the environment in which it sails. 
How accurate that representation needs to be will depend on what the steers
man is trying to do. If the aim is to travel hundreds of kilometres over a 
placid ocean in which visibility is good, then knowing the boat's location to 
a few kilometres may be fine. However, if the aim is to find a way through 
a narrow tidal passage or to avoid dangerous rocks, especially in poor visi
bility, then this will not do. The intended use of a performance indicator is a 
major determinant of the appropriate degree of accuracy and simplification. 

Simple versus complex indicators 

Simple indicators are likely to be cheap to create and maintain, whereas com
plex and very accurate, high fidelity indicators are likely to be expensive. As an 
analogy, consider the two navigation devices shown in Figure 2.3: a handheld 
GPS unit and a magnetic compass. Inside the GPS unit is a small computer 
and a passive radio receiver that can receive data transmitted by geostation
ary satellites. The GPS unit takes the incoming data and uses this to provide 
a close approximation to the unit's current position in three-dimensional 
space. Thanks to developments in electronics and the generosity of the US 
government in providing and maintaining the NAVSTAR satellite system, 
a handheld GPS unit of the type shown is relatively cheap to buy but, under 
the right conditions, is very accurate. Moreover, though some GPS units are 
rather complex to use, models of the type shown in Figure 2.3 can be used by 
most people with little or no training. High-end mobile phones commonly 
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Figure 2.3 Compass or GPS? 

include GPS chips that allow a user to navigate around town. This simplicity 
of use is, however, based on a very complex and expensive infrastructure 
that needs constant maintenance. This underlying complexity means that it 
is often possible to link GPS units to other computers to automatically gen
erate useful information. 

A magnetic compass is very different from a handheld GPS unit. It is much 
simpler, very cheap and only relies on the earth's magnetic field. It consists of a 
magnetised needle, suspended in a damping fluid in which, as the compass is 
rotated in a horizontal plane, the needle swings towards magnetic north. That is, 
the compass needle indicates the direction of magnetic north. A knowledgeable 
user, probably with a map, can use this indication to infer the current position or 
to decide on a route to get from A to B. This requires some skill and is best based 
on practice and training. That is, a simple device like a compass requires much 
more insight and knowledge from the user than the GPS unit, however the GPS 
unit relies on an expensive infrastructure to provide very accurate estimates. 
Performance indicators can, likewise, provide accurate numerical estimates or 
less precise insight that is valuable to a skilled user. Indicators that are intended 
to produce accurate estimates will, like the GPS unit, depend on an expensive 
infrastructure that requires regular maintenance. Indicators that provide point
ers to performance are like the simple compass: they are oflimited use to people 
who know little about the system whose performance is being measured, but 
may be of enormous value to a trained and informed user. 

Whether a performance indicator is more like a GPS or a compass should 
depend on its intended use and it is important to be clear about this. This is a 
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point to which we return many times in this book. This means that each indi
cator should be supported by a protocol statement that specifies the reason for 
its production, identifies the data on which it is based, specifies any calcula
tions and data cleansing needed, and indicates its likely accuracy. This protocol 
needs to be maintained and regularly revised so as to ensure that it is accur
ate and up to date. The other factors affecting whether an indicator will be a 
pointer or a precise estimate of position are likely to be the costs of collecting 
and analysing data and whether the appropriate data is available at all. 

FABRIC 

In the UK, several central government departments, including HM Treasury 
and National Statistics, publish a manual (HM Treasury, 2001) to support 
appropriate measurement in the public sector. To summarise six principles 
for the design of a performance measurement system it uses the FABRIC 
mnemonic: Focus, Appropriate, Balanced, Robust, Integrated, Cost
effective. 

First, and most obvious, any performance measurement system should 
have a clear Focus. The priorities of the organisation are key to deciding what 
information and indicators are needed. Given enough money, almost any
thing can be measured, but it is only worth measuring the things that are 
important to the organisation and its mission. The multidimensional nature 
of public sector mission means it is always tempting to add another perform
ance indicator, leading to indicator bloat. This, in turn, leads to a bewilder
ing set of measures that are even more confUSing than an airliner cockpit to 
a novice. Performance information should focus on the core activities and 
mission and on aspects that are agreed to need improvement and are likely 
to benefit from performance measurement. 

Second, the system must be Appropriate. It is important to be clear who 
will be the users of the performance information, what it will be used for and 
why it is needed. The main users will be key stakeholders whose interests 
will be served by the performance measurement system. Thinking carefully 
about who will use the information and how they will use it should lead to an 
understanding of the decisions and other processes that will be supported by 
the performance indicators. In addition, it is important to be clear who will 
be affected by the system. These are also key stakeholders, particularly those 
managing or operating the agency or programme being measured. Thinking 
about their likely reactions can help reduce some of the possible perverse 
effects discussed later in this chapter. 
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Third, the set of indicators used should be chosen to give a Balanced view of 
the organisation's performance. As noted frequently in this book, many pub
lic organisations have multiple objectives and perform on multiple dimen
sions for a varied set of stakeholders. Though no indicator or set of indicators 
is ever likely to capture the full variety ofwhat goes on, the indicators should 
reflect what are agreed to be the most important aspects of the organisation's 
mission. At the most obvious level, it is rarely sensible to summarise public 
sector performance in terms of the type of financial bottom line that domi
nates the private, for-profit sector. This explains the popularity of balanced 
scorecards in some parts of the public sector. However, as Chapter 8 points 
out, in most private sector organisations, the aim of a balanced scorecard 
is to broaden the debate about performance from beyond short term finan
cials. Whereas, in the public sector, the challenge is often to create a small set 
of performance measures that capture the full range of the agency or pro
gramme mission. 

The fourth principle is that the system should be Robust: that is, it should 
be able to cope with significant organisational or personnel changes. As most 
public managers will testify, reorganisation and upheaval are almost a given 
in public bodies in many countries. Sometimes this happens because there is 
evidence that a reorganisation is likely to produce a service that does better 
on the Es discussed in Chapter 1. At other times, it may happen because of a 
change in government from one party to another or because a new politician, 
who needs to be seen to do something, is put in change. Whatever the cause 
of such reorganisation, it makes sense to ensure that the performance meas
urement system can cope with at least anticipated changes. Note, though, 
that this concern can bite both ways. Because responsibilities for particular 
programmes and activities are sometimes shifted from one body to another, 
it is hardly surprising if the managers of those programmes and activities 
are reluctant to replace their existing performance measurement to suit their 
new masters. 

The fifth principle carries the idea that an ideal measurement system is one 
that is closely Integrated with existing delivery processes in the organisation 
and, in effect, adds no extra overhead. This perfect state is highly unlikely, 
but it does provide an ideal to which system designers should aspire. A well
known principle ofaccurate information recording is that the person record
ing the information needs to understand its value and, ideally, should benefit 
from its accurate recording and analysis. There are many war stories ofwhat 
happens if this is ignored, and one of the more depressing is the US military's 
reliance on data returned from the warzone in the Vietnam war of the 1960s. 
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It seems that the military personnel collecting and returning the data often 
had to put themselves at great risk to do so but gained nothing from it. Hence 
they could see no point in putting themselves at risk and sometimes fabri
cated the data, which was rarely reliable from combat areas. Thus the remote 
Pentagon staff were, it seems, basing on the ground strategy and tactics on 
data that was inaccurate and sometimes fabricated - putting a different spin 
on the idea of a fabric. 

Finally, the C in FABRIC stands for cost-effective, which is also a concern 
captured in some of the other five principles, but is so important that it gets its 
own mention. It is important to ask what value is added by the collection and 
analysis of any piece of performance information. It is also important to keep 
asking this question of any existing piece of such information, since priorities 
may change. The cost of collecting and analysing performance information 
must be justified by the benefits that this brings. This is not always straight
forward to determine, but it clearly makes sense to try and an unwillingness 
to do so is worrying, should it occur. Given the highly procedural nature of 
many public sector bodies, it can be difficult to challenge the cost-effectiveness 
of performance indicators that have been around for some time. 

Amore technical view 

As mentioned previously, the UK's Royal Statistical Society formed a work
ing party to consider performance measurement in public services and its 
recommendations are found in Bird et al. (2003). The report (pages 9 and 
10) suggests important factors to be considered when implementing per
formance indicators. Some of these overlap with the concerns expressed in 
FABRIC, such as: 
• 'Indicators should be directly relevant to PM's primary objective, or be an 

obviously adequate proxy measure.' 
• 'Definitions need to be precise but practicable.' 
• 'Indicators should not impose an undue burden - in terms of cost, person

nel or intrusion - on those providing the information.' 
• 'Measurement costs should be commensurate with PM's likely informa

tion gain.' 
Others factors mentioned by Bird et al. have a more technical concern, 
attempting to ensure that performance indicators truly reflect the perform
ance of the agency or programme under consideration. 

One of the RSS report's main concerns is with indicators that are based 
on samples of data, rather than complete data sets. Sometimes these samples 
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may come from surveys, for example of patient satisfaction with healthcare, 
others may be the result of selecting data to reduce the burdens of analysis. 
Some of the issues to be faced in developing surveys and using the result
ing data were introduced earlier. The most important principle is that sam
ples should be representative (that is, unbiased) and that the statistical errors 
associated with the sampling should be analysed and acknowledged in any 
published performance indicators. If the samples stem from surveys, the 
documentation of any indicator that results should indicate the response 
rates as well as the statistical precision. 

As an extra challenge, Bird et al. also recommend that performance indi
cators should be straightforward to interpret and should be unarnbiguous so 
as to allow users to understand whether or not performance has improved. 
This is difficult when weighed alongside the recommendation that indicators 
based on data samples should carry an indicator of their statistical precision. 
Though trained statisticians find statistical concepts clear and unambiguous, 
this is not true of the general population, or of journalists or of most public 
managers. A further difficulty is that the data, which finds its way into an 
indicator, may need to be adjusted to allow for differences in the units being 
assessed - for example the educational attainment of pupils on entry to a 
school or the case mix handled by a hospital. Such input adjustments are 
discussed in Chapter 10 and can make the indicators difficult to understand. 
Despite these problems, it is hardly sensible to disagree with the suggestions 
of the working party that indicators should be as simple as possible to under
stand and as honest as possible about uncertainty. 

Finally, Bird et al. raises concerns about possible perverse effects of per
formance measurement and recommends that indicators and their definition 
should be very carefully stress-tested to ensure that they do not lead to per
verse behaviours, which is the subject of the next section. 

Things that can go wrong 

Like most things, performance measurement can be done badly or it can 
be done well. It is often said that all medicinal drugs have side effects. In 
the good ones, the benefits outweigh the side effects. It is important to 
realise that performance measurement can have perverse effects. This does 
not mean that it should never be done but it does mean that indicators and 
systems should be designed and agreed against a realisation that perverse 
effects often occur. The risk of perverse effects can be minimised by careful 
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consideration beforehand. The possible perverse effect of performance meas
urement was recognised over 50 years ago. Ridgway (1956) is an article in 
the very first issue of the Administrative Science Quarterly and carries the 
title 'Dysfunctional consequences of performance measurements'. Ridgway 
argues that performance measurements have two important effects: 
• motivational and behavioural consequences: which is one reason why they 

are introduced and 
• they are interpreted as definitions of important aspects of a job or activity, 

often in a very negative way. The common aphorism 'what is measured gets 
done' is not always positive. 

It is uncontroversial to argue that things can go wrong and often do. Smith 
(1990) discusses the forms of performance indicators used in the public sec
tor and highlights some of the problems that can occur. Smith (1995) extends 
this by focusing on the unintended consequences of performance indica
tors for UK public sector organisations, particularly the NHS. Pidd (2007) 

and Pidd (2008) review some of the main things that can go wrong when 
measuring the performance of public services and conclude that an over
emphasis on external control and a failure to understand organisational and 
professional culture are major factors in this. De Bruijn (2002) suggests that 
performance measurement may prompt game playing, add to internal bur
eaucracy, block innovation, encourage the selection of favourable inputs and 
may interfere with links between organisations. In addition, it can lead to 
performance presentation becoming a profession in its own right and can, 
very perversely, punish good performance. These are very serious charges 
that must be addressed. 

Dysfunctional effects need to be accounted for when deciding whether a 
performance measurement system is a worthwhile investment. The costs of 
performance measurement are not just the (often large) costs of planning, 
developing, installing and running a system, but also the dysfunctional 
effects that are known to occur. It is remarkably difficult to estimate the costs 
of planning, developing, installing and running computer-based systems, 
and large organisations, especially those in the public sector, are no stran
gers to this problem. It is even harder to estimate, beforehand, the costs of 
dysfunctional behaviour that may result from a performance measurement 
system. It therefore makes much more sense to avoid some of the problems 
that are known to result in dysfunctional behaviour, rather than concentrat
ing on their detailed estimation. 

Perhaps the greatest dysfunctionality occurs when measurement is 
introduced for monitoring and control or for allocating resources among 
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Things that can go wrong 

competing groups. The underlying assumptions about control are often 
oversimplified and overoptimistic and errlbody an approach that Norman 
(2003) nicely captures in the term (thermostat-like control', building on 
earlier critiques by Ouchi (1980) and Hofstede (1981). These assumptions 
will be discussed and interpreted in much more detail in Chapter 4, but 
at their most basic assume that there are clearly defined targets against 
which performance can be assessed and that performance can be properly 
measured. When these assumptions do not hold, and often they do not, 
the door is left open for the types of dysfunctionality discussed in Smith 
(1995). 

1. 	 Tunnel vision reflects the oft-repeated view that (if something is counted, 
it will count'. That is, performance measurement often forms part of an 
incentive system that encourages people to focus on the aspects of their 
work that are being measured. This can be helpful, since it may encour
age them to focus on what are agreed to be very important aspects of 
their mission. However, the goals of public service organisations are rarely 
one-dimensional and this means that the performance indicators must 
reflect this complexity, otherwise the aspects not being measured will be 
squeezed out, reducing the breadth of the organisation's mission. 

2. 	 Suboptimisation refers to the fact that - many public organisations are 
large and strongly organised with local managers who are given respon
sibility to pursue the organisation's vision. However, it is all too easy for 
them to concentrate on their own, local, objectives, rather than the over
arching mission of the agency. There is always the danger that optimising 
local performance may actually degrade overall performance. 

3. 	 Myopia refers to situations in which performance is measured over a 
fairly short timescale, but outcomes emerge over a much longer period. 
When this happens, there a risk that the pursuit of short term targets will 
squeeze out legitimate long term objectives. This has long been a known 
side effect of annual budgeting systems that can result in people making 
commitments before the end of the financial year. It is also a problem in 
many public services for which outcomes are only apparent a considerable 
time after action is taken. To keep people focused, short term targets are 
sometimes introduced, and these will inevitably loom large in people's 
minds. A further problem is that public agencies are frequently reorgan
ised, which can lead people to conclude that the long term is a long way off 
and it is better to hit short term targets. 

4. 	 Measure fixation occurs when managers become understandably focused 
on the defined performance indicators and measures of success, rather 
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than the underlying objectives. It can occur from a combination of the 
three previous dysfunctionalities overlaid with a natural tendency to use 
performance indicators based on easily measurable outputs, rather than 
on more difficult to measure outcomes. Outputs (e.g. number of patients 
treated) are not the same as outcomes (e.g. morbidity from a particular 
cause). 

5. 	 Misrepresentation is wholly undesirable and occurs when people deliber
ately misreport performance in order to look better. It usually occurs when 
people are under pressure to deliver on targets and fear that they will suffer 
for poor performance. It is a form of fraud in which data that underpin PIs 
are distorted and manipulated so as to create a good impression with some 
target audience. Most countries have national audit bodies tasked with the 
auditing of at least the financial performance of public bodies. In many 
countries, this extends to non-financial performance as well. 

6. 	 Misinterpretation occurs because public service organisations are typic
ally large and complex and therefore understanding their performance is 
not straightforward. Smith (1995) comments: (Thus even if the available 
data were a perfect representation of reality, the problem of interpreting 
the signals emerging from the data is often extremely complex'. Such mis
interpretation seems to have been a major reason for the creation of the 
RSS working party. 

7. 	 Gaming can be defined in many different ways and occurs when people 
try to exploit what they see as loopholes in the performance measure
ment regime. This is different from misrepresentation, since there is no 
attempt to mislead, but a determination to exploit the rules as far as pos
sible. It is seen, for example, when managers negotiate budgets that are 
very relaxed or targets that are easy to achieve. If next year's targets will 
be based on an improvement in this year's performance, this can provide 
a perverse incentive to perform only moderately this current year so as to 
avoid stretching targets in the next. 

8. 	 Ossification occurs when the performance measurement system starts to 
lose its purpose but no one can be bothered to revise or remove it. This 
results in staff putting effort into data collection and analysis that adds 
no value. It can also result in a contented, inward-looking organisation 
whose managers are satisfied with their good performance as measured 
by the indicators in place. There is a danger that a performance meas
urement system can provide a perverse incentive for managers not to in
novate, for fear of damaging their measured performance. 
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These perverse effects can be captured in the term (performativity', of which 
one meaning is the tendency for people to play to a script rather than to 
act (for real' (see Collier, 2008). Thus a performance measurement system 
comes to define a script by which people operate, because that is what they 
are required to do. However, there is a real risk that achieving a good per
formance against the script starts to become more important than achieving 
excellent performance in terms of the public value produced by the agency or 
programme. That is, applause from the audience can become more important 
than a true rendering of what is needed. When this happens, the actors are 
working to the script but have truly lost the plot. Thankfully, adhering to the 
principles outlined earlier in selecting performance indicators can reduce the 
risk of performativity, as can using the methods described in later chapters. 

Bringing this all together 

Chapter 1 began by pointing out that we all measure things in our daily life 
and that such measurement is fundamental to how we live. It also argued 
that performance measurement in public services has a long history and is 
needed whatever theory of public administration and management is in play. 
This chapter has considered reasons for measuring performance and some of 
the problems that can occur. It argues that performance measurement must 
be done properly, and that this must be seen in the light of the intended use of 
performance measurement and performance indicators. Thus, performance 
measurement should be embedded in a performance measurement system 
that justifies the indicators, defines the data needed and analyses to be con
ducted, and links these to action, which in turn should lead to regular review 
of the measurement and indicators. The chapter has also related performance 
measurement to established measurement theory and summarised known 
good practice in developing performance indicators. 

This book is intended as a contribution to improving the practice ofperform
ance measurement, based on a view that it is worth doing, despite the problems. 
The next section, Part II, which consists of Chapters 3-6, constitute further dis
cusses issues related to performance measurement when performed for the four 
reasons identified earlier. The aim is to suggest ways in which performativity 
and its associated dysfunctionalities can be reduced, based on a view that under
standing the problems can help people find solutions. Part III, which consists of 
Chapters 7-11, covers some important technical issues that must be faced when 
introducing and improving performance measurement. 


