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EXECUTIVE SUMMARY

Executive Summary

Why measure performance?

To track and improve your agency’s progress towards the
outcomes it seeks to achieve for New Zealanders.

Performance measurement is essential for effective
management

Any agency with a policy, delivery, monitoring or sector oversight role needs a robust
performance measurement framework to know whether its activities are effective and
efficient. By measuring the performance of your agency or sector, you can:

+ understand how the outputs you are delivering are contributing to the achievement of the
right outcomes for New Zealanders

 chart the progress you are making, to make adjustments when they are needed and to
report on progress

« track the effectiveness of initiatives and programmes over time

« make informed decisions on what service delivery, policy priorities, capability
investments and resource allocations to focus on.

The thing to remember: to think performance
measurement, think impact!

To select and prioritise the outputs that have the greatest impact towards desired outcomes,
your agency needs to evaluate what impact its activities are having. An agency uses its
resources to provide services or undertakes activities — its outputs — with the objective of
delivering specific outcomes for New Zealanders. To assess whether your agency’s outputs
are contributing to the achievement of desired outcomes, you need to measure the difference
that your agency is making — the impact of its interventions.

Linking outputs, impacts and outcomes

What are our

goals for New Outcomes Less deaths on the road
Zealanders?

What difference Reduced Reduced Increased use
are we making? Impacts speed drink-driving ~ of safety belts

T T 1T % T ° ° °

What activities are E

we undertaking? Outputs % Engineering  Enforcement Education
L O O O R B O O

How are we

using our Resources Workforce Funding Assets

resources?
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EXECUTIVE SUMMARY

Here is some good practice advice on performance
measurement

To assist managers, planners and analysts in State sector agencies develop robust
performance measurement and reporting frameworks, Central Agencies have prepared this
new resource: Performance Measurement: Advice and examples on how to develop effective
frameworks.

The guide focuses on how to make performance measurement output, impact and outcome-
orientated, so that results are easily understood and visible to senior managers and other
stakeholders. The guide explains the key steps in the performance measurement cycle; why
each step is important; and what activities are undertaken under each of the steps.

The performance measurement cycle

Manage expectations
Build performance Build stakeholdh
picture picture
Develop Policy > Report
& Strategy Achievements
Build Define
performance outcomes
story IMPROVED
PERFORMANCE '
Define
impacts
Align Improve
Capabilities B =vels of . Results
performance 4 Define
outputs
Gather data &

develop metrics

How the guide is organised and what it covers

The guide has six modules. Each module covers a key element of the performance
measurement cycle. How far your agency needs to delve into each module will depend on
how advanced your current performance measurement systems are.

*  Why measure performance explains the importance and value of performance
measurement to the State sector. It helps to define what results matter most and to scope
out a performance measuring framework.

» Building an initial performance picture explores how to look critically at existing
measurement frameworks, identify gaps in performance information and make
improvements.

* Engaging with stakeholders over measurement looks at developing a stakeholder
engagement plan to ensure that it delivers the information needed by internal and external
stakeholders.

4 PERFORMANCE MEASUREMENT August 2008



EXECUTIVE SUMMARY

» Defining outcomes, intermediate outcomes and outputs provides guidance on how to
define the three levels of the framework well, and what good measures will look like.

» Developing measures and indicators covers how to choose your measures, and how to
ensure appropriate data is collected in order to chart and report progress. It also provides
useful examples from different sectors.

» Linking the levels and linking results back to resources discusses how the performance
story can be drawn together to build confidence that delivery is efficient and effective,
and that it is helping managers to make good decisions.

Measuring progress and informing decision-making

Here is an example of how performance measurement helps agencies track the progress they
are making towards the achievement of their outcomes, and how it can inform decision-
making. The table below shows various indicators relevant to the land transport sector,

and compares them to the investment in safety funding in that sector. The indicators show
that increased safety funding in the sector has had a number of positive impacts for New
Zealanders.

Road safety performance measures

Fatal crashes Down 20-22%
Hospital bed-days Down >22%
Safety-related tickets Up 11-400%
Cars exceeding 110 km/h Down 14%
Speed-related fatal crashes Down 14%
Rear seat belts worn Up 23%
Fatalities avoidable by belt Down 22%
Breath tests administered Up 23%
Drunk driving offences Down 14%
Safety funding for enforcement and education Up 27%

Source: Taylor, Duigan, Barry Ltd and Parker Duigan Ltd, Initial Evaluation
(““Stocktake’”) of Road Safety to 2010 Strategy, November 2004.
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EXECUTIVE SUMMARY

Effective performance measurement: key points to
remember

If you are charged with developing and implementing a performance measurement
framework for your agency or sector, here is a checklist of the key aspects to consider:

Define a clear process within your agency to undertake performance measurement.

Set appropriate expectations about what the performance measurement process can
achieve with the time and resources you have available.

Achieving outcomes often requires effort from a number of agencies. Consult and engage
with your stakeholders to define your shared outcomes.

Continue to engage with your stakeholders throughout the process.

Define your outcomes and impacts as specifically as possible so that they can be
measured against; don’t just make visionary statements; describe what you actually want
to achieve.

Define appropriate measures and indicators that will show progress.

Link the measurement process into the wider management processes of your agency,

so that measures inform leaders’ decisions about planning, capability and resource
allocation.

6

PERFORMANCE MEASUREMENT August 2008



INTRODUCTION

Introduction

Why this guide?

Performance measurement is a precursor to effective and informed management.
Performance measurement is crucial to agencies with policy, delivery, monitoring and/or
sector oversight roles. It enables agencies and sectors to chart the progress they are making in
improving outputs, outcomes and value-for-money, and to take corrective action if required.

Several years after Managing for Outcomes was introduced, and nearly twenty years after
the output management regime was put in place, significant progress has been made in
measuring results. Nonetheless, information gaps still exist in many areas!, and different
agencies are at very different stages of developing an integrated performance measurement
capability. Therefore, Central Agencies, with the support of the Office of the Auditor-General
(OAG)?, have developed this guide to help and encourage agencies to critically assess their
progress to date, and to map out a clear path forward.

The guide aims to help agencies develop stronger, more robust performance measurement
and reporting capabilities. It is intended mainly for Departments and Crown Entities, but
other entities in the State sector may also find it useful. The guide is intended to assist
planners, managers, analysts and those involved in measuring performance within State
sector agencies on how to assess delivery and progress in achieving core outcomes, on an
ongoing basis.

The guide will help State sector agencies to:

 inform others about the progress being made towards outcomes;

 build a more robust evidence base upon which decisions can be made;

 base strategic planning on clear goals and a defensible view of performance;
 define and refine intervention strategies;

» have confidence that major outputs are delivered efficiently, and work effectively; and
 report results in a verifiable, comprehensive and simple fashion.

This guide builds on guidance already issued on measuring State sector performance,
including:

 the Review of Accountability Documents (ROADs)?;

« Managing for Outcomes (MfO)*;

 Pathfinder; and

 the Office of the Auditor-General®.

Most commonly in showing effectiveness, value-for-money, and technical and allocative efficiency.

OAG was consulted in the drafting of this document and acted as peer reviewer.

See Central Agencies’ guidance on improving accountability information at: https://psi.govt.nz/iai/default.aspx.
See the Managing for Outcomes results guidance at: www.ssc.govt.nz/mfr-mfo-guidance

See the detailed Pathfinder guidance at:http://io.ssc.govt.nz/pathfinder

See the guidance developed by the OAG at: www.oag.govt.nz/2002/reporting/docs/reporting.pdf. See also The
Auditor-General’s observations on the quality of performance reporting at: www.oag.govt.nz/2008/performance-reporting.pdf

o U~ WN
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This guide should be used in conjunction with the Strategy Primer’, which stresses the role of
measurement in managing, developing and monitoring the performance of major strategies.

Performance reporting requirements

A robust performance measurement and reporting system is needed to comply with the
Public Finance Act 1989 and the Crown Entities Act 2004, as relevant to different agencies.
Both acts require State sector agencies to identify and report on performance®. This guidance
outlines the key steps required to build and run an integrated performance measurement
process that will help agencies comply with the legal requirements of these two acts.

Progress in the above areas will also help agencies and sectors to show progress against the
Development Goals for the State Services®. Two of the six Development Goals, in particular,
can only advance through the adoption of good performance measurement practices:

The Value-for-Money Goal: Good performance measurement capabilities and measures allow
agencies to show value-for-money. Measures help managers to improve the delivery, efficiency
and cost-effectiveness of policy and operational outputs, and show progress against outcome
goals. Measures are required for both internal monitoring, and statutory reporting.

The Coordinated State Agencies Goal: Enhanced performance measurement improves
coordination and collective results by informing decision-making, clarifying shared outcomes
and production targets (outputs etc.), providing the feedback needed to adjust strategies and
plans, and creating baselines against which progress is tracked.

What this guide focuses on

This guide focuses on helping you to make performance measurement output and outcome
orientated, so that results are easily understood and visible to senior managers and other
monitoring agents. Most importantly, good measurement frameworks track achievement
against key priorities.

Throughout this guide, efficiently-delivered outputs are seen (in your own intervention logic)
as precursors of both improved outcomes and value-for-money. Ex ante specification of
results and performance measures is the “foundation stone’ of performance monitoring. Ex
post reporting focuses on areas where expenditure, effort and expectations are significant.

In particular, this guide focuses on the following areas:

» establishing an overall performance measurement process;

» specifying impacts and outcomes;

» demonstrating linkages between resources, outputs, impacts and outcomes;
« production of quantitative and qualitative performance metrics; and

» enabling agencies to understand how their stakeholder relationships contribute to
achieving shared outcomes and impacts.

7 See the strategy primer at: www.treasury.govt.nz/publications/guidance/strategy/strategyprimer.pdf
See sections 19 and 40 of the Public Finance Act 1989 (Reprinted 16 September 2005) and sections 139 — 149 of the Crown
Entities Act 2004.

9 For a full list, see: www.ssc.govt.nz/development-goals
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When to use this guide

This guide should be used on an ongoing basis. Leaders learn in an iterative way, by reviewing
performance across successive planning, delivery and monitoring cycles. The guide should be
used at the beginning of each planning cycle, and as your performance measurement systems
develop, to help you define ministerial and management needs, and to improve on past reports.

External reporting only focuses on outcome objectives and outputs, at an aggregate level. This
guide will help you define outcomes, impacts and outputs. These will help you to identify,
specify and report on key measures such as the quantity, quality and coverage of major outputs,
efficiency, impact and cost-effectiveness.

While external accountability documents are important, the most intensive demand for
performance information should come from Ministers or managers responsible for a \ote or
sector. The guide should be used to ensure they get the ‘rich” information needed to make good
decisions. This information is likely to be more detailed, and disaggregated, than is reported
externally. However, it is critical that the same body of data that is used for internal decision-
making be used for any external reporting.

How this guide is structured

This guide is broken down into six modules. They are not prescriptive. Agencies can delve
into the modules to suit their needs and operating environment. The content of each module
is outlined below.

* Module 1: Why measure performance explains why performance measurement is so
critical within the State sector and what can be gained from effective measurement. This
module helps you define ‘the results that matter most’ to performance, and scope out a
monitoring framework and sets of measures to track progress.

* Module 2: Building an initial performance picture explores how your agency can look
critically at current measurement frameworks, what it knows or does not know about
its performance, make the enhancements needed to fill information gaps, and manage
expectations about what measurement framework will achieve and when.

* Module 3: Engaging with stakeholders over measurement explains the importance of
developing a stakeholder engagement plan, both to build support for your approach and
ensure that it delivers the information needed by internal and external stakeholders. This
module also provides information on how to undertake stakeholder analysis.

* Module 4: Defining outcomes, intermediate outcomes and outputs provides guidance on
how to define the outcome, impact and output measures that collectively tell you whether
your agency is achieving in the most important areas, and links progress back to the
resources it used.

* Module 5: Developing measures and indicators covers how measures and indicators are
developed, and how your agency can ensure it is collecting the data it needs to chart and
report progress to leaders and key stakeholders. This module also contains useful set of
graphical illustrations of various types of performance measures from different sectors
and agencies in the State sector.

PERFORMANCE MEASUREMENT August 2008 9
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* Module 6: Linking the levels and linking results back to resources discusses how the
performance story should be drawn together so that it builds confidence that delivery is
efficient and cost-effective, and that it is helping managers make good decisions.

Real examples from across the State sector are used to illustrate aspects of good practice.
Many of these illustrations show a work in progress, not the ‘end state’ that is sought. If you
wish to discuss the details of the illustrations, please contact the relevant agency.

This guide also contains three appendices to provide further information to readers, which
can be used as part of the document or taken as useful stand-alone references.

» Checklist: Appendix 1 provides a checklist of key points to include in your measurement
framework.

* Further reading: Appendix 2 provides a reading list with further references on
performance measurement.

» Glossary of terms: Appendix 3 provides a glossary of the key terms used in this guide.

10 PERFORMANCE MEASUREMENT August 2008



MODULE 1: WHY MEASURE PERFORMANCE?

Module 1 - Why measure performance?

Overview

This module explains why performance measurement is critical within the State sector, and
what can be gained from effective measurement. It helps you define ‘the results that matter
most’ to performance, and scope out a monitoring framework and sets of measures to track
progress.

Measurement is a core activity for any agency or sector that is focused on delivering results
for New Zealanders. Performance is measured primarily to allow you to maximise the
results that are meaningful to your organisation by adjusting what you produce, using the
capabilities and funding available.

Transparent reporting to Parliament is a statutory obligation. You also have obligations to
report transparently to Ministers and stakeholder groups. To fulfil these obligations, agencies
usually use a sub-set of the detailed information they need to run their business well. It is
good practice, therefore, to build performance measures into regular planning and decision-
making as well as using them to report to Ministers and Parliament.

Performance measurement as an iterative process

Performance measurement is an iterative process that must be repeated on an ongoing basis.
Figure 1 outlines the iterative steps in the performance measurement cycle. As understanding
grows, measures and reporting improve, and are used to improve the quality and reach of
the services provided. Improved services, in turn, will provide greater impact and value-for-
money. It is important to remember that all steps in the iterative process outlined in Figure 1
must be completed to measure performance well.

Figure 1: The performance measurement cycle

Manage expectations

Build performance Build stakeholh
picture picture

Develop Policy > Report

& Strategy Achievements
Build Define
performance outcomes
story IMPROVED
PERFORMANCE '
Define
impacts
Align Improve
Capabilities B vels of . Results
performance 4 Define
outputs
Gather data &

develop metrics
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MODULE 1: WHY MEASURE PERFORMANCE?

The three major goals of performance measurement

Delivered well, performance measurement supports Ministers and State sector leaders in at
least three ways:

» Informing strategy and policy development. Performance measurement is used to inform
overall strategic planning and direction-setting as well as the ongoing development and
implementation of policy and plans. Evidence gained about the difference your agency
made through the services it provided, and the interventions chosen can be used to make
informed, targeted changes to policies and plans.

* Informing capability and service development. Performance measures are used to
identify areas where capabilities and services need to be developed to enhance core
outcomes. For instance, your agency should use performance measurement information
to inform workforce planning, recruitment, HR development and organisational planning,
which all contribute to enhancing the design, delivery and impact of core services.

* Reporting achievements. Performance measurement should also be used by agencies to
report coherently and concisely on their achievements. If you follow the performance
measurement process your agency will be able to produce clear, coherent performance
stories around the ministerial priorities it is aiming to achieve. These stories can clearly
explain how your agency is progressing towards achieving its outcomes.

The three levels of performance measurement

State sector performance should be assessed and measured at three levels as illustrated in
Figure 2. The three levels are outcomes, intermediate outcomes or impacts, and outputs.
Information is typically required to be collected at each level on an ongoing basis in order to
track progress and monitor trends over time. At all three levels, results must be linked back to
resources (funding and capabilities) so that internal and external decision-makers can assess
value-for-money.

Figure 2: The three levels of measurement

What are our goals for

New Zealanders? Outcomes

What difference are

we making? Impacts/Iintermediate Outcomes

What activities are

we undertaking? Outputs
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Outcomes

Outcomes set out the broad goals your agency is seeking to achieve. They are measured
to confirm aggregate results and enhance decision-making. Outcomes flow directly from
ministerial requirements and priorities.

The first step in developing an outcome-based decision-making system is to identify the
‘vital few’ outcomes that are priorities for your agency or sector. These should be the
outcomes that your agency has the most direct influence in achieving. Outcomes are firmed
up through strategic planning and direction setting. Outcomes set out your long run priorities
by addressing the question: “What are our goals for New Zealand and New Zealanders?”

Outcomes are typically tracked using outcome indicators. These are used as proxy measures of
your agency’s performance because high level outcomes are seldom directly attributable to the
activities of one specific agency alone. External factors® frequently drive changes in outcome
indicators. Multiple agencies may also affect the same outcome. For instance, border security is
shared between Customs, Labour (immigration), and Agriculture and Forestry.

Intermediate outcomes or impacts

Your agency must focus on this crucial middle-layer of the performance measurement
framework, because it allows you to articulate the effect that your agency’s services and
interventions are having on New Zealanders. This level is called ‘intermediate outcomes’ or
‘impacts’. Understanding it will allow your agency to determine what difference it is making
through the services it is providing with its outputs, and to discern progress towards the
achievement of its outcomes. Ultimately, it will enable your agency to interpret what impact
its policies are having. In other words it will help you answer: “What difference are we
making for New Zealanders?”

Intermediate outcomes/impacts can be measured through the use of impact measures

or indicators. These measures of intermediate outcomes are crucial to the performance
measurement process because they underpin performance-based management. Specifically,
they:

» represent near-term results expected from the goods and services you deliver;

 can often be measured soon after delivery, promoting timely decisions;

» often reveal specific ways in which managers can remedy performance shortfalls;
 are cheap to produce, especially when using administrative records; and therefore

« are of immediate interest to decision-makers at all levels of your agency and sector.

Outputs

In the State sector, boards and chief executives (and their managers and staff) control the
means of production and are accountable for producing outputs. Outputs represent the means
your agency (or sector) uses to create impact. Outputs are the services your agency or sector
delivers through their interventions, such as implementing policy, running regulatory or

10  Such as public attitudes, social and behavioural evolution, alternative providers (such as NGOs), and markets.
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Buluueld

control systems, and delivering core services in defence, education, health, housing,
justice, welfare and so on. Output measures address questions such as: “What service
was provided?”’; “Who got it?”’; and *““Was delivery efficient and effective?”

Linking measurement to resources, planning and delivery

Figure 3 shows how the resources your agency has will be used to deliver outputs,
which will flow into impacts and outcomes. It also shows how outcomes form the
basis of your agency’s planning, and how impacts and outputs flow from defining
outcomes. In terms of delivery, the process works from the bottom up: your agency
delivers outputs to New Zealanders; these outputs will have impact; over time, these
impacts will contribute towards the achievement of outcomes. Figure 3 illustrates how
resources link to the three other levels by using a simple land transport sector example.

Figure 3: Linking the levels of measurement to planning and delivery

What are our

goals for New Outcomes Less deaths on the road

Zealanders?

What difference Reduced Reduced Increased use

are we making? Impacts speed drink-driving  of safety belts

What activities are g o .

we undertaking? Outputs % Engineering  Enforcement Education
T T 0 T R RN

How are we

using our Resources Workforce Funding Assets

resources?

Showing progress and results

Progress achieved at the three levels of the framework can be gauged through assessing
results. ‘Results’ refer to what has been achieved at the intermediate outcome/impact and
outcome levels. However, they can also cover what has been achieved through the delivery
of outputs. Results should be directly attributable to what the agency has undertaken. This is
in contrast with outcome indicators, which may not be so directly attributable to what your
agency does.

Table 1 presents results, impacts and indicators for outputs, intermediate outcomes and
outcomes using the same land transport sector example as in Figure 3.
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Table 1: Outputs, intermediate outcomes, outcomes, results and
relevant indicators

RERIES Indicators

Outputs: Engineering, « Significant proportion of | Number of offenders detected and
enforcement and education offenders detected and sanctioned.
sanctioned. e Proportion of fines collected within
 High risk groups 12 months.
remember key road * Retention of advertising messages
safety messages. by target groups.
Intermediate Outcomes: » Reduction in target « Number and causes of accidents
Reduced speed, reduced driving offences and on roads over the year.
drink-driving and increased behaviours. e Percent cars exceeding speed
safety belt use * Increased compliance limits.
in target areas and e Percent positive breath tests (etc).
driver groups. * Reduced fatalities in targeted

 Attitudes encourage safe| geographic areas.
driving, particularly in ‘at Results of opinion surveys.
risk’ and ‘risky’
demographic groups.

Outcome: Less deaths on * Road users perceive ¢ Decrease in number of serious
New Zealand roads roads to be tangibly injuries and fatalities over the year.
safer, without undue * Reduced social and economic
impact on transit times / costs of road travel.
costs.

* Lower social and
economic costs of death
and injury on the road.

There are many ways of showing impact. All try to reduce the chance that changes in
outcome indicators are due to something other than the outputs you delivered. Common ways
of showing attribution to your outputs'! include:

« demonstrating key linkages within your intervention logic;
« simple comparison of groups that did and did not receive outputs (e.g. ‘before and after’);
« methodologies that match output to outcome, and eliminate external factors.

The building block approach

Focusing on developing measures at the three levels (outcome, intermediate outcome/impact
and output) permits a building block approach to performance measurement. At each level,
your agency needs to measure its performance in a constructive and auditable fashion, and

to map progress back to the capability and funding you have invested in the area. Having got
some progress, your agency can then link its resources and interventions to the impact they
are having and then to changes in core outcomes. This allows management to make decisions
based on an assessment of the value-for-money provided.

11 Avrange of techniques is presented in Appendix 3 of: https://psi.govt.nz/polnet/Shared%20Documents/Demonstrating%20
Performance%20-%20The%20Primer.doc
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One word of caution: multiple outputs often contribute to a given intermediate outcome or
outcome, as represented by the multiple arrows in Figure 3. If this is the case, the timing of
funding increases can still be contrasted with changes in intermediate outcome or outcome. If
real*? increases in funding do not improve outcomes, value-for-money should be questioned.

Every agency operates in a unique environment with differing services, priorities, budgets
and stakeholder relationships. Therefore, each agency needs to adapt this framework to
suit its own contexts, but retain the overall approach of demonstrating the links between
resources, outputs, intermediate outcomes and outcomes. The ultimate product sought
through your measurement framework is a clear, evidence-based ‘performance story’ that
links resources and outputs to positive results.

Developing a performance measurement process

Before performance measurement can begin, your agency must establish a process by which
it will measure performance, and agree resourcing and deliverables. To do this, key issues to
resolve include:

» who leads the performance measurement process, and who is responsible for what;

* who needs to be involved, and how;

» what resources are available, including resourcing for long run improvements to data;

» what data/information is available, who owns it, and whether there are any limitations on
access or use;

» what is the broad shape and purpose of final information products (reports, etc);
* how products will be used to inform what policy, planning and external reporting; and
* when in the annual reporting cycle products must be delivered to inform key decisions.

Developing a performance measurement approach: the example
of the Ministry of Agriculture and Forestry (MAF)

Figure 4 illustrates MAF’s performance measurement roadmap. The roadmap presents
the eight-step process that MAF will follow to develop a comprehensive performance
measurement framework. Figure 5 illustrates how MAF links its resources to the three
major outcomes it seeks to achieve, and what types of indicators it will use to measure its
performance.®®

12 i.e. after allowing for inflation, by adjusting nominal prices using an appropriate price index.
13 You may also need to consider the coverage (or targeting) of outputs.
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MAF’s performance measurement roadmap

Figure 4
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MODULE 2 - BUILDING AN INITIAL PERFORMANCE PICTURE

Module 2 - Building an initial
performance picture

Overview

This module explores how your agency can look critically at current measurement
frameworks, establish what it knows or does not know about its performance, make the
enhancements needed to fill information gaps, and manage expectations about what the
measurement framework will achieve and when.

Agencies typically have an outcomes framework and performance measurement processes.

In the experience of Central Agencies, however, the information required to show prudent
use of resources and the effectiveness of interventions is often disseminated in different

parts of the agency or sector. Thus an early step in building a measurement framework is

to assemble existing information into a ‘fact-based story’ of how your resources and major
outputs have contributed to improving outcomes. This story should be based on evidence
rather than mere assumptions about cause and effect of what your agency is trying to achieve.

This picture should be built at a strategic level and bring together the performance story for
the whole agency. In building the picture, you will better understand how well performance
metrics are being produced and used, and will identify gaps and development needs.

The following questions may help you to identify information gaps and development needs:

 Is your performance story coherent?
» Does the framework track progress against Ministers’ priorities?
» Does your framework define and measure all major outputs, impacts and outcomes?

» Is there a clear audit trail between resources, outputs, intermediate outcomes and end
outcomes?

» Where does your framework lack key measures, or assume that links exist between
levels?

* How well do measures inform strategic planning, and policy and operational
development?

» Is the framework clearly articulated to stakeholders? Do they understand and accept it?

Understanding the responses to these questions will help you identify and concentrate on the
priority areas where performance measurement activity needs to be focused.
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The step-by-step approach

Focus on what matters most first

Durable approaches to performance measurement focus on major purchase decisions, issues
and performance questions that your agency, sector and/or stakeholders face on a regular
basis. It takes time to develop a fully functional measurement approach, test it, and integrate
it into an agency’s strategic, planning and business processes. A step-by-step approach will
allow you to focus on ministerial and operational priorities now, while working in the long
run towards a system that provides information on all key aspects of performance.

In the near future, your measurement framework must meet the needs of Parliament,
Ministers, managers and other stakeholders.

Communicate and manage expectations

Early in the performance measurement process, a key step is to clearly set out what can
reasonably be expected from the process. It is unrealistic to expect that every aspect of

your agency’s activities will be measured. Once your agency has a tangible work plan, it is
imperative that senior managers, Ministers and stakeholders understand what will and will
not be delivered in different timeframes. You also need their confirmation that measurement
effort is focused on their priority areas.

Build data

Data availability constrains measurement. In the short term, develop measurement
frameworks that are “fit for purpose’, using existing data to good effect. In the medium term,
gather new data to fill critical information gaps, where it is cost-effective to do so.

Charting progress over time

Track trends

Performance measurement is about tracking and understanding relative progress, in order
to make more effective progress in the future. Links and correlations are often established
by looking at trends over time, e.g. when policies, outputs or resources changed, or by
establishing comparison groups, e.g. using disaggregation or international benchmarks. It is
common to spend as much time setting-up comparators as producing measures.

Quantitative vs. qualitative

Quantitative measurement of every aspect of an agency’s function is not feasible, nor is it
necessary. Many outcome, impact and output measures are qualitative. Whether measures
are qualitative or quantitative, they must give users a useful indication of what has been
achieved, and be comparable to other measures.
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Mapping major results back to resources

It is important that the results achieved through the delivery of services be linked back to the

resources that have been used to deliver them because it establishes the cost-effectiveness

of these services. You can do this by costing the outputs that you believe are primarily
responsible for delivering results. Managers manage the resources, capabilities and processes
used to produce outputs. Well-run agencies must know how their resources generate results,

and build an understanding of how the reallocation of resources could generate even better

results.

To help with your thinking in developing your overall framework, Table 2 below gives some
common measures of agency or sector performance that may be used at input, output, impact
or outcome level.

Table 2: Common measures

Type of Result Level Focus On Examples of Common Measures
EFFICIENCY Input Efficiency Real output price trend (inflation adjusted)
OF PROCESS Utilisation Economy Price per unit, vs. benchmarks
% prison beds full / max. capacity used
Real input cost trend (eg. per policeman or nurse)
QUANTITY Output Volume produced People receiving training / rehabilitation
Cases / complaints processed
QUALITY Output Quality of delivery % output fully meeting specification
Timeliness % ministerials / passports / etc on time
Acceptability % who would use again / recommend use
COVERAGE Output Coverage % population in need receiving output
(or Reach) Targeting efficiency % in ‘treated’ group who met entry criteria
Access % targets who did not access / use service
Transit time (or other ‘big’ barrier to use)
NEAR-TERM Impact or Outcome | Completion rate % finishing / getting qualified / in service
Knowledge retained % core messages remembered
Reduction in queue Average wait time / number in queue
Receipt of benefits % impoverished with more money
Incentives changed % believing regulatory change matters
Unintended effects Higher incident or reduced survival rates
INTERMEDIATE | Impact or Outcome | Cognitive change % aware of risks / able to use new idea
Behaviour change % investing / saving / quitting / working
Risk reduction Fewer drunken drivers / ‘bad’ incidents
Lifestyle change % in jobs / new career / crime free
Survival % alive after 30 days / time event-free
Unintended effects Graduates migrating or excessive uptake
END or FINAL | Impact or Outcome | Aggregate improvement | Greater health / wealth / happiness
More equity Less difference across deciles / areas
Cost effectiveness Fewer deaths / accidents / kids in care
Unintended effects Cost per unit of improvement in outcome
Increased welfare dependency, risk, etc
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Module 3 — Engaging with stakeholders
over measurement

Overview

This module explains the importance of developing a stakeholder engagement plan to further
your measurement process, build support for your measurement approach, and ensure that
your process delivers the information needed by internal and external stakeholders. This
module also provides information on how to undertake stakeholder analysis and how to
effectively analyse stakeholder relationships, in order to help you develop an engagement
plan.

A ‘stakeholder’ is an individual or a group who can affect, or is affected, by the achievement
of shared goal. This shared goal could be a particular outcome, or outcomes, or the delivery
of specific outputs or services. Key stakeholders typically include other agencies, external
organisations or other parts of the same agency. Each stakeholder will have a different kind
of relationship with your agency. Hence, it is worthwhile investing time in understanding
how to manage these relationships to good effect.

Why develop an engagement plan?

As part of your performance measurement approach, you will need an engagement plan that
states who you need to talk to, about what, and when. Having such a plan will clearly set out
for you when and how you will engage with your key stakeholders in order to advance your

performance measurement. The plan will aid the allocation of your resources and will ensure
that you are able to advance your performance measurement in a collaborative fashion.

You need an engagement plan in order to:

» understand how you and your stakeholders are connected;

» agree definitions of any shared outputs, shared intermediate outcomes and shared
outcomes;

» agree a collaborative approach to developing shared measurement frameworks around
shared outcomes;

» agree approaches to sharing data and information that will advance your performance
measurement;

e agree approaches to any joint performance reporting that may need to be undertaken.

The plan should be shared with all the relevant stakeholders and be revised as events
progress and dynamics change.
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Undertaking stakeholder analysis: the key steps

What is stakeholder analysis?

Stakeholder analysis is a tool that is useful in several contexts. It is a crucial aspect of agency
performance measurement, as it helps agencies to understand who their outputs, impacts

and outcomes are shared with, and how. It therefore underpins collaborative approaches to
measuring performance.

Stakeholder analysis can be conducted at any level in an agency and can be used internally
and externally. It allows agencies to understand who their stakeholders are and the nature of
the relationship with them. It also enables agencies to see how they need to work with their
respective stakeholders, thus facilitating the development of strategies for engaging with
stakeholders.

Stakeholder analysis can provide the user with the following benefits:

» providing the user with a holistic picture of their stakeholder environment;
 identifying types of stakeholders in the user’s environment;

» identifying types of relationships between the user and stakeholder;

* enabling the development of a stakeholder engagement plan.

What is involved?

Stakeholder analysis clarifies the nature of relationships a specific group within your agency
has with stakeholders by assessing the power and interest they have over the common goal
you share. All stakeholders will have varying degrees of power and interest. Figure 6 outlines
the basic dimensions of the power-interest relationship that the group will have with its
stakeholders. It broadly demonstrates the level of effort and the nature of the relationship that
will need to be maintained with stakeholders of each relationship type.

Figure 6: The power-interest relationship with stakeholders
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How to conduct stakeholder analysis

Figure 7 shows the stakeholder analysis process. This process allows you to identify how you
should coordinate with each stakeholder, and which stakeholders should be given priority in
the engagement plan.

Figure 7: The stakeholder analysis process

Define the Define the Analyse the Formulate
shared goal stakeholder group | relationships | engagement plan

There are four broad steps in the process. They are:

1. Define the shared goal: clearly define the shared outcome or shared output for the
stakeholder group: what are you trying to achieve with the service you are delivering, with
the policy you are developing or the project you are planning?

2. Define stakeholder group: list the broad stakeholder group for the goal(s) in question.
Look internally and externally and cast the net as widely as possible. Consider only
stakeholders who can influence progress towards the shared goal. Consider both those
stakeholders within the State sector and outside of it.

3. Analyse the relationships: the analysis should cover a number of steps in order to provide
a basis for developing the engagement plan. However, there are different approaches to the
analysis, depending on resources available. The key aim of the analysis is to understand

the nature of the relationships with each stakeholder, and to prioritise the engagement plan
accordingly. The next section outlines the detailed steps and highlights which steps are
essential, it also provides some examples.

4. Develop the engagement plan: the engagement plan should build on the information
developed during step three. It should promote coordination by setting out how the
stakeholders can work together. It should take into account the nature of the relationships
between the user and the different stakeholders. The plan should:

 outline how to engage with each stakeholder to best achieve the shared outcome;

« focus on engaging the priority stakeholders and address how each will be engaged to gain
the appropriate level of buy-in;

 take account of how the nature of some of the relationships may change over time;

» consider ways to deal with any particular sources of possible conflict or disagreement
with more difficult stakeholders (e.g. having senior management backing);

 be linked to a wider strategy that pursues the achievement of the shared outcome:

» explore practical ways for managing these relationships, both formally and informally:

- Formal engagement. For example, the priority stakeholder may need to be brought
into a formal steering group or working group so that their needs and concerns are
addressed in a structured environment that establishes an audit trail of decisions
made. In such an instance the stakeholder analysis should be used by the chair of the
group to aid their relationship management.
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- Informal engagement. It may also be useful to have informal, lower key meetings
with some of the higher priority stakeholders in order to build a positive relationship
with them and gain a clearer understanding of their perspective. Those of a lower
priority should be kept informed of developments and mechanisms should be in place
to do this such as regular e-mail updates, reports or briefings.

+ be revisited and revised as events progress and dynamics change.

Analysing stakeholder relationships

This section details how to analyse stakeholder relationships, a key part of the stakeholder
analysis process described above. The aim of the analysis is to understand the nature of the
relationships with each stakeholder, and to prioritise the engagement accordingly. Best results
will be gained from following all of the steps, however for those with limited resources, the
essential steps are marked.

Step 1 [essential]: map stakeholders’ level of interest and power

Map the stakeholders onto a matrix that distinguishes the levels of power and interest they
have over the goal. To develop the level of interest, consider how high the goal in question is
in the stakeholder’s priorities. In terms of power, consider the ability of each stakeholder to
influence or hinder progress towards the goal in question.

For example, your agency may undertake a stakeholder analysis and identify Agency A as a
major stakeholder in achieving a particular outcome. It may also identify private organisation
B, as key to achieving the outcome, along with two Crown Entities, C and D, who are also
important in achieving the outcome. However, A, B, C and D all have different degrees of
power and interest in achieving the outcome from their own perspectives. Figure 8 below
illustrates the power/interest relationships for the four stakeholders in this particular example.

Figure 8: Example of power-interest relationships
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Step 2 [essential]: determine types of stakeholders

The types of relationships with each stakeholder should be analysed based on their power
and interest level. Figure 8 above illustrates the relationships that will exist, based on these
criteria. Those who are high on both axes should be high priority for the engagement; those
who are low on both axes should be a low priority.

Stakeholders with a high level of interest but low power relationship will need to be kept
informed on progress, whilst those with a high power but low level of interest should be
kept satisfied with the overall progress, through ongoing information and involvement in
planning.

Following the example above, the Crown Entity D would be the top priority for engagement
in this case. Agency A and the other Crown Entity C would be medium priorities for
engagement. The private company B would need to be kept informed but would not be the
focus of the engagement plan due to their low level of power.

Step 3 [optional]: consider the stakeholder’s perspective

A more in-depth analysis will provide more detailed consideration of the nature of the
relationships, by breaking the level of interest down into two further criteria:

« the strength of mandate the stakeholder has to act with respect to the shared goal; and
» the degree of urgency each stakeholder has.

Note that mandate should not be confused with level of power. Power refers to the overall
influence (direct or indirect) the stakeholder has over the goal. Mandate refers to structural,
official claims, or the level of legitimacy the stakeholder may have over the shared outcome.
Those stakeholders that have a strong mandate to act, combined with a high degree of
urgency and a high degree of power will need to be given priority in the subsequent
engagement plan. Figure 9 below illustrates how this analysis can be laid out and labels the
key stakeholder types.

Figure 9: Power-mandate-urgency relationship with stakeholders
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Step 4 [optional]: consider characteristics of each stakeholder

For the higher priority stakeholders, it is also useful to consider what relationships they have
with other stakeholders and what kinds of relationships these are. For example, are there
strong agreements (alliances) in operation between any of the stakeholders? Or do any of the
stakeholders have conflicting interests with regard to the goal?

It is also useful to consider what resources and capabilities these stakeholders have at

their disposal as this constrains what they can do. The ease of access the user has to each
stakeholder can also support or inhibit the engagement process. For example, can the
stakeholder easily be met on a regular basis? Can the senior leaders of the stakeholder group
be contacted? Is face to face engagement impractical due to geographic constraints?

Using the previous example, Table 3 below illustrates the characteristics of the stakeholders.
Overall access to stakeholders A and D is good, but access to B and C is not good due to the
organisations being geographically separate from the user. However, B and C have more
resources to be able to contribute than A and D. There are also political issues at play in this
example, as B and C have been in conflict with each other on this issue for some time. All of
these dynamics must be accounted for.

Table 3: Characteristics of stakeholders

A High Low Medium Few Ally Good High
with D

B Low Medium | Medium Many | Conflict | Medium Medium
with C

(© Medium | Medium Low Many | Conflict Poor Low
with B

D High High High Few Ally Good High
with A

Step 5 [essential]: draw together the overall picture and prioritise
stakeholders

Once the above steps have been completed, a single picture of the overall stakeholder
environment can be developed. This can be done in a table that lists the stakeholders

and their characteristics, and prioritises which stakeholders should be the focus of the
engagement plan. The columns given in Table 3 above will depend on which steps of the
above analysis were conducted.

Following the example used previously, Table 3 illustrates how D and A are the highest
priority stakeholders who will need the most careful engagement. This is due to their own
characteristics and the fact that they are allied with respect to this outcome. The conflict
between B and C should also be considered. B should be given higher priority than C in the
engagement as they have a stronger mandate over the outcome and C cannot be accessed
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easily for engagement, although they have a strong resource pool available. The user would
need to focus on how to bring D into some kind of formal arrangement so they can be a
key contributor towards achieving the overall goal. A will also need to be closely engaged
but account should be taken of their close relationship with D. B and C will also need to

be engaged with, but will need to be carefully managed due to the conflict between them.
However, this aspect of the engagement should focus on C as the priority given their larger
degree of power over the issue.
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Module 4 — Defining outcomes,
Intermediate outcomes and outputs

Overview
Module 1 outlined the three levels of performance:

e outcomes: the broad goals your agency is trying to achieve;

* intermediate outcomes: the crucial middle layer of the performance measurement
framework, which articulates the effects your agency’s services and interventions are
having on New Zealanders, and

* outputs: the services delivered by your agency.

Having determined what performance information you produce now (Module 2) and who
your internal and external stakeholders will be (Module 3), you need to precisely define your
outputs, intermediate outcomes and outputs.

The key to successful performance measurement is the effective articulation of outcomes,
intermediate outcomes and outputs against which progress and costs are measured. This
module describes how to define outcomes, intermediate outcomes and outputs in a way
that enables effective performance measurement. In order to do so the module looks briefly
at the characteristics of a good outcome, intermediate outcome and output, and how these
are measured. The module also refers to tools that can help define these aspects of your
measurement framework and concludes with some good practice examples.

The next module will then look in detail at constructing particular measures at each of the
three levels.

Defining outcomes

Characteristics of outcomes

Outcomes are specific characterisations of what an agency or sector is working to achieve,
rather than visionary or aspirational statements that are difficult to measure. Outcomes are
defined as: ““a condition or state of society, the economy or the environment, and include
changes to that condition or state. In effect, outcomes are the end result we [want] to achieve
for New Zealanders. Outcomes describe ‘why’ we are delivering certain interventions on
behalf of New Zealanders'”.

Outcomes must be clearly defined before you try to define what outputs and impacts will
help achieve these outcomes. Outcomes and intermediate outcomes differ from outputs in
that they do not specify what is being provided (goods and services), but rather the changes
expected in users lives after outputs are delivered. By definition, intermediate outcomes and
outcomes are future-looking, generally reflect how much value is delivered to users, and can
be measured only after outputs are delivered.

14 See the guidance developed by The Treasury on improving accountability information at: https://psi.govt.nz/iai/default.aspx
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One key to performance measurement is to clearly define both the impacts at the intermediate
outcome level and the long-term outcomes you are working towards in a way that represents
reasonably the major results expected from your outputs. If your outcomes and impacts

can be — poorly— described as a ‘grand vision’, they are not clearly defined and measuring
progress against them will be difficult. If this is the case, it may be visible as a ‘disconnect’
between outputs and proposed intermediate outcome impact measures.

Measuring outcomes

Outcomes and intermediate outcomes measure or track our achievement of strategic (rather
than delivery) goals. Results at these two levels thus shape policy and service development in
the medium term.

Because an agency wants to know where outcomes are being achieved, as well as how
interventions improve poor outcomes, multiple measures will typically be needed for each of
the “vital few’ outcomes. These include both outcome indicators and impact measures.

It may seem counter-intuitive at first, but outputs can have a positive impact without
contributing to the outcome sought. The disconnect may exist due to poor targeting, which
can happen if outputs fail to reach the target population. Reasons can include capture by
other populations, poor resource allocation processes, or insufficient outputs for the size of
the target group.

Here is a theoretical example: the education sector seeks to lift the tail of under-achievement.
Research shows that under-achievement is more prevalent in low-decile schools. Research
also shows that intervention X can improve the educational achievement of individual
children. However, measures show that intervention X does not contribute to improving the
outcome sought, which is reduced rates of under-achievement. This may be because while
intervention X helps average kids become excellent in high-decile schools, because of poor
targeting, it was not delivered in sufficient volumes in low-decile schools.

Defining intermediate outcomes

Characteristics of intermediate outcomes

Intermediate outcomes or impacts are the critical middle layer of any measurement
framework. Impacts are described as: ““the contribution made to an outcome by a specified
mix of interventions. It normally describes results that are directly attributable to the
interventions of a particular agency. Measures of impact at the intermediate outcome level
are the most compelling performance indicators for the State sector, as they demonstrate
the change in outcome attributable to the specific interventions of the agency. Performance
information around impacts enables Ministers and the public to determine the effectiveness
of agency performance®®”.

The intermediate outcomes level is important as it allows leaders to track progress towards
outcomes, assess what difference they are making in the short/medium term, check the right

15 Ibid.
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mix of outputs is in place, and assess cost-effectiveness by direct or indirect means. Hence,
the middle layer is crucial to an agency’s performance measurement process in multiple
ways.

Measuring intermediate outcomes

A key challenge in developing any performance monitoring approach is to link outputs to
the impacts at the intermediate outcome level and to outcomes expected, and (when feasible)
costs. At this stage, the goal is simply to propose what the linkage is. Module 6 deals with
proving that the linkage exists. This stage consists of considering how you will do this, and
identify the data you will need. See *Definition tips’ on page 34 for specific tips to identify
linkages.

Defining outputs

Characteristics of outputs

Outputs are ““those final goods and services that are produced by one organisation for use by
another organisation or individual'®”. Outputs define your major products or services, the
timeframe in which they are delivered and the cost to deliver them.

Outputs are the ‘building blocks’ we use to achieve impacts and outcomes. Therefore a clear
picture of outputs must be provided early in the development process. This picture should
draw heavily on accountability documents, output plans, business plans and other documents
that articulate the services that agencies provide.

Outputs statements describe key goods and services in reasonable detail. Output statements
and measures need not specify everything that an agency produces, but must define key
goods and services in a manner that both complies with the relevant statute!’, and is useful
within the measurement framework. Outputs should be specific, homogenous and clearly
articulated in terms of their nature and their performance dimensions.

Measuring outputs

Key measures of outputs typically assess: quality, quantity, targeting, timeliness, location,
cost and coverage'®. Coverage measures provide confirmation of services reaching key
groups.

Trend information can also allow your agency to assess how production and efficiency have
changed, and to test whether impacts or outcomes changed as predicted by the intervention
logic.

Output measures are crucial when attribution of impact is poor or disputed. In such cases,
output measures may be used as important proxy measures. They show whether, when
impact is unknown, services reached the intended group, at the right time and price. They
also show you managed your resources prudently, i.e. in an economical and efficient manner.

16 Ibid.
17 The Public Finance Act 1989 or the Crown Entity Act 2004.
18  See also the guidance developed by the OAG at: www.0ag.govt.nz/2002/reporting/docs/reporting.pdf.
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Definition tips

Prioritise and engage

In developing your definitions, remember that you will need to assess what can be delivered
in different timeframes, given current data and the data improvement plans you will put in
place. Be realistic about what can be achieved in the time that you have available.

A key purpose of performance information is to get sensible reallocation of resources®, that
is to be able to reprioritise spending toward the activities that achieve the best outcomes.
This requires open and engaged leaders. The governance structures you put in place will be
critical to achieving this. At a working level, these structures may focus on delivering good
information. At executive level you will need to engage the leaders with the right authority to
make resource decisions about your agency or sector priorities.

Reflect ministerial priorities

Intermediate outcomes and outcomes should reflect ministerial priorities and both your
ongoing operational and statutory responsibilities. They should also be coherent across
your sector. Hence, the engagement strategy defined in Module 3 should be drawn upon at
this step, to create effective engagements upon which shared impacts and outcomes can be
constructed. Other strategy documents produced by agencies should also be coherent and
clearly linked with the definition of the outcomes and impacts used within the performance
measurement process.

Confirm your framework is fit-for-purpose

Before initiating the more labour and cost intensive processes of building data acquisition
and measurement systems, confirm that your framework is coherent by using simple tests.
You will have your own ideas on how to do this against the needs of your sector. Two generic
sets of tests are, however, laid out below to help ensure you have ‘checked all the angles’.

The first test consists of answering some principle questions. Ask yourself if your measures:

» Reflect key priorities of Ministers, and your operational and statutory roles and goals.
* Inform strategy and policy choices, and resourcing decisions.
* Are owned by stakeholders, who must value, trust and use your information.

* Are forward-looking, ensuring that outcomes and intermediate outcomes reflect what
New Zealanders want from you on an enduring basis (vs. what existing outputs might
deliver).

» Are coherent, looking more broadly at your role in the sector, and sector goals.

» Are disaggregated, so that comparisons can be made over time, and across groups or
areas.

» Are clearly defined, so that they are comprehensible to the public, and replicable over
time.

19  Including funding, infrastructure and capabilities more generally.
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» Connect outputs to intermediate outcomes and outcomes through your intervention
logic.
» Link resources to results at each of the three levels of measurement.

The second test uses the FABRIC touchstones®, which are also qualities your leaders will
typically look for from the measurement process as a whole:

» Focused on the agency’s and sector’s aims and objectives.

» Appropriate to, and useful for, the stakeholders who are likely to use it.

» Balanced, giving a picture of what you are doing, covering all significant areas of work.
» Broad, covering the different dimensions and levels of performance.

* Robust, in order to withstand organisational, output or personnel changes.

* Integrated into your business planning and management processes.

» Cost Effective, balancing the benefits of the information against the costs of producing it.

Tools for defining outcomes and intermediate outcomes

Some of the techniques that can be used to specify outcomes, intermediate outcomes
and outputs are outlined below. Other methods for specifying outcomes and impacts are
described on the Pathfinder site?.

Scenario-based planning

Scenario-based planning can be a useful tool for identifying and testing the outcomes,
impacts and outputs you need to measure. It may also help identify risks that need
monitoring.

Scenario-based planning can be especially useful for defining outcomes as it can provide
the user with a detailed view of a range of possible futures. These preferred futures can then
be linked back to the present day to assess how feasible it is to achieve them. A detailed
articulation of outcomes can then be generated, based upon those preferred futures which
are deemed achievable. The scenario-based planning process will thus help the user see how
these futures might be achieved, starting from a present day context, and what may threaten
or hinder progress towards these futures.

For example, there are a number of trends currently in play in the sustainability sector

that will shape the way the global and local environments play out in the long-term. By
considering these trends and drivers, and the range of both positive and negative ‘worlds’ that
may be realised, you can begin to identify what will shape a positive future for New Zealand.
You can then characterise this future as an outcome with specific definitions about what

it will look like. At the same time, knowledge will have been built around what risks will
threaten the realisation of that future and what intermediate outcomes need to occur in order
to achieve the overarching, long-term outcome.

20  After the United Kingdom’s FABRIC principles. See www.hm-treasury.gov.uk/media/3/7/229.pdf
21 For example, see http://io.ssc.govt.nz/pathfinder/documents/pathfinder-BB1-identify _ocs.pdf
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Visioning to generate outcomes

Scenario-based planning can be time intensive and may not be appropriate for all agencies.
A more rapid but less robust way of looking to the future is visioning. The basic approach is
to hold participative, facilitated sessions with relevant stakeholders. The sessions encourage
creative thinking about desirable futures and focus on bringing convergence among the group
around these futures. The process also promotes more detailed generation of outcomes and
impacts by focusing on analysis of future contexts, based on what is known about the present
and any prominent trends shaping the future.

Examples of good practice

Outcome Example 1: facilitation at the border

The following example is a shared outcome of the border sector group of government
agencies led by New Zealand Customs. It provides a description of the rationale for having
this outcome, along with details of what realising this outcome will look like. It should be
noted that this outcome is draft and work in progress.

Sector outcome: Facilitation

“New Zealand’s economic and social interests are enhanced by facilitating the flow of
legitimate trade and travel across the border.”

Why this outcome?

At the physical border, all three main border agencies are involved in similar high volume
capital and labour intensive transactional processing of people, goods and craft in a
common space (ie ports and airports). While not identical, agency border operations share
many common attributes. Even modest efficiency improvements can be expected to result
in significant cost savings to Government and industry stakeholders.

Facilitation of legitimate trade and travel has been an outcome with which border agencies
have been associated for a long period of time. Government has a sovereign need to

place controls on flows across its borders, meaning traders and travellers cannot cross
New Zealand’s borders without having to undertake some control activities. There are

also obligations under a range of international agreements New Zealand has to meet for
trade, immigration and travel. However, the Government wishes to reduce border-related
compliance costs for legitimate traders and travellers as much as possible. To do so is good
for the economy and good for New Zealand’s international reputation.

In the border sector context, this outcome is focused specifically on where border agencies’
activities and interests intersect, and where dealing with them from a sector perspective will
create greater efficiencies and effectiveness of trade and travel flows than from agencies
working independently of one another or even less closely together.
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Collaborative and coordinated management of trade flows can provide the following
benefits:

* Increase competitiveness for New Zealand products through increased speed of and
cohesiveness of information relating to trade flows. This will also contribute positively
to New Zealand’s reputation as a good nation with which to trade. Border processes
also impact on New Zealand’s attractiveness as a tourist destination and for attracting
immigrants with the skills New Zealand needs. One specific objective is for Trans-
Tasman trade and travel becoming as close to domestic as it can without broader policy
harmonisation.

» Reduce the costs of trade and travel to individual traders and travellers and to New
Zealand through the use of streamlined border processes and compliance requirements
and through minimising delays. This includes sustainably managing border flows
feeding into and out of the transport stream. (This will be particularly important
as changes in international transport routes and methods impact on New Zealand’s
national port structure and resulting transport routes.)

» Contribute to New Zealand’s national identity through providing for overseas
travellers a positive first impression of New Zealand, and for returning New
Zealanders, reinforcing the sense that they are coming ‘home’.

What will achievement of this outcome look like?

The objectives of this outcome are to:

* minimise compliance costs for industry stakeholders (both monetary and opportunity
cost)

* minimise the compliance costs for travellers (in terms of time and effort to fulfil
Government’s requirements of them)

 realise opportunities for border agency to increase cost-effectiveness for Government
The principles for this outcome are for:

» all information about “at the border’ processes to be available from any border
information portal

» trade-related border sector industry stakeholders to meet border requirements with one
set of actions

» decisions made by border agencies relating to ‘at-the-border’ processes, systems and
stakeholder requirements to be consistent with one another

* border sector agencies and key stakeholders to work collaboratively on major changes
to “at-the-border’ processes and systems.

Accessing and providing information

The only thing users will need to know to access information and services about the border
is the word ‘border’. That will give them access to a ‘portal” where they will get all the
necessary information via phone, the internet and border service counters.
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Importers and exporters will also only have to provide border-related information once —
from entry and exit clearances, security clearances, fees and levies, to phytosanitary and
food safety certificates.

Where some requirements need reviewing, or documents haven’t been completed
correctly, traders and travellers will be dealt with in a coordinated manner, so all errors and
omissions from all agencies’ perspectives can be dealt with in the same interaction.

Importers and exporters will be able to track on-line the progress of their various
documents.

Paying fees

Traders and travellers required to pay border fees from different agencies will get
consolidated accounts which they will be able to pay into a single bank account.

Physical inspection

Inspections by different agencies will be carried out on the same visit, which will enable
traders to manage their business more efficiently. In time, where appropriate, inspection
will be by one officer covering the interests of all the relevant border agencies.

Trans-Tasman

Unless selected for inspection or questioning, traders and travellers leaving New Zealand
or Australia will not have to complete arrival requirements, as their departure information
will be used as their arrival information. Automated biometric checks will enable
passengers to complete their own check-in.

Source: New Zealand Customs Service

Outcome Example 2: reduced risk from insecurity

Figure 10 illustrates the characteristics for a particular intermediate outcome for the New
Zealand Defence Force (NZDF), related to managing regional and global risks. The diagram
articulates as to how the services NZDF provides contribute to the intermediate outcome,
and what activities it needs to undertake in order to achieve it. The activities have been
articulated within a range of ‘Employment Contexts’ (ECs). These are given on the table

to the right of, and below, the diagram. In summary, the figure gives an overall picture of
what will need to be achieved to realise the intermediate outcome. By doing so, it gives the
intermediate outcome definition, context and a logical basis.
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Module 5 - Developing measures and
Indicators

Overview

This module explains how to develop measures and indicators, and how to ensure your
agency is collecting the data it needs to chart progress and report to leaders and key
stakeholders.

This module also contains a useful set of graphical illustrations of various types of
performance measures from different sectors and agencies in the State sector. These aim to
provide you with a useful ‘aide-memoire’ for certain aspects of measurement discussed in
this guide.

Developing robust measures

The six steps

Once your framework articulates performance in terms of outputs, intermediate outcomes
and outcomes, you can develop measures to chart progress. There are six steps in this
process:

» developing the set of measures you need at each level,

 identifying meaningful comparison groups;

» gathering the data you need to produce measures for the appropriate groups;

« trialling production of measures, to check feasibility and identify potential challenges;
* improving the attribution of measures to the resources and outputs you control; and
 refining the framework and set of measures in the light of what you have learnt.

Because each component is dependent on the other, you need to undertake these activities
in parallel and, where possible, iterate what has been produced as progress is made. If major
problems are identified, you should plan how to address them in the future.

What good measures look like

The measures you use should be fit for purpose in terms of representing progress at each
level of the performance framework. Measures may cover any aspect of the output, impact or
outcome which is relevant to the overall performance story. Where possible, a relative scale
should be used to represent progress against specific measures.

Remember that impact measures are among the most important measures in your framework.
They provide feedback on performance by linking output and outcome levels. They will help
your departments make good decisions on where, when and how to intervene. They help you
to fund interventions that deliver most benefit to New Zealanders, from their tax dollar. They
help you defend funding, by showing results to Parliament, your managers, your stakeholders
and to the public.
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Using the FABRIC principles

Applying the FABRIC principles (see page 35) may help you to prioritise and refine
measures. Further, the FABRIC framework outlines quality criteria for performance
measures. Table 4 outlines the relevant questions to ask yourself to test the robustness of a
specific measure against these criteria.

Table 4: Testing a measure using the FABRIC criteria

Criteria Questions

Relevant

Does the measure attempt to capture success around a key objective?
What does it tell you about how the organisation is performing?
Does it accurately represent what you are trying to assess?

Avoids
Perverse
Incentives

Does the measure encourage unwanted behaviour (e.g. not reporting
mistakes)?

Could you improve the measure without improving performance in real life?
Does it allow innovation? Or does it discourage improvements to service
delivery?

Attributable

Is the measure influenced by the agency’s (or sector’s) actions?

Are you clear where accountability for the measure lies?

How strongly does your agency affect the measure?

Can a SMART (Specific, Measurable, Achievable, Relevant, Timed) target be set?

Well-defined

Is the measure expressed clearly, so that it is easy to understand?
Does it have an unambiguous definition, so it can be collected consistently?
Can you gather all the data or evidence you need to produce the measure?

Timely

Does the measure provide information in time for action to be taken?
What's the lag between the event and information becoming available?
Can it provide information frequently enough to track changes and take
actions?

Reliable

Is the performance measure accurate enough for its use?

Has the measure been checked by appropriate specialists? (for example
statisticians, social researchers, accountants or scientists.)

Is it responsive to change? Will it show significant changes in performance?
Will the measure change because of random ‘noise’ rather than actual
performance?

Comparable

Have you defined useful comparison groups?
Does the measure allow comparison with past performance?
Does it allow comparison with other agencies delivering a similar service?

Verifiable

Given the documentation, could an objective outsider come up with the same
results?

Does documentation exist so that the process behind the measure can be
validated?
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Don’t forget that external factors beyond your control can affect intermediate outcomes
and outcomes. In terms of reporting your measures, beyond the principles listed above you
should also ensure that your measures are:

» complete, providing a balanced picture;
» neutral and as free from bias as possible; and
» transparent, so that the audit trail behind them is visible.

Identifying meaningful comparisons

While you may initially want to put your efforts into developing basic measures, you may
soon need to focus on refining comparison groups. Performance measurement is most useful
when you can make meaningful comparisons. Year-on-year comparisons can be made using
the basic data needed to produce measures. Other comparisons may require comparative
statistics or extra data. New data may also be needed to allow for the effects of external
factors, e.g. market conditions.

Usual types of comparisons include:

» Country-on-country comparisons: these require comparable measures from the nations
of interest. You may need to adapt your initial definitions to match overseas information,
or work with like-minded nations on benchmarking studies. Both can change your data
requirements.

» Reporting by groups: groupings can include ethnicity, age, region, business category,
service type or any other groupings of interest; this requires you to have the data needed
to separate one group from another.

* Experimental and quasi-experimental designs: these require that you record group
information.

Gathering data

Data needs to be gathered to provide an evidence base for judging progress against each of
the levels of the framework. The key requirements for any data set are that: it covers key
aspects of performance; and that measures are valid and verifiable representations of each
key aspect of performance. For measures to be valid, the underlying data must be valid.

Data may be quantitative or qualitative and may express different aspects of the output,

intermediate outcomes or outcome, as long as the measures themselves capture changes in

performance. Broadly, there are two different kinds of data that may be used: primary or

secondary.

* Primary data is source data. It is typically collected from administrative processes (e.g.
outputs and costs) or the group that experiences the impact or outcome sought.

» Secondary data is once removed from the primary source. It often comes from other
State sector agencies (e.g. Statistics NZ), other countries or international agencies (e.g.
OECD benchmarks), or NGOs, academics or researchers (e.g. longitudinal studies).
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Table 5 below summarises examples of different kinds of metrics developed to measure
outputs, impacts and outcomes.

Table 5: Examples of performance measures by data type

Data Type Likely sources  Useful tools Output Impact Outcome
for collating examples examples examples
data
Primary « Agency + Operational record |+ Numbers of * Lowerrates of | ¢ Victimisation
databases keeping convictions and | - conviction or (crime) rates
+ New Zealanders |+ Data mining fines collected | re-conviction
who have + Large-scale
experienced surveys * Numbers of + Reduced dehility |« Quality adjusted
services provided patients treated | rates for major length of life
for particular illnesses
ilnesses
¢ Number of * Decreaseinrates |+ Environmental
passengers of bio-security indicators showing
screened for bio|  incidents ecological stability
hazards in a
given time
period
Secondary « State sector + Semi-structured |+ Contributionto | Evidencethat |¢ Evidence of
analysts or interviews international New Zealand is prospering trade
specialists in + Workshops trade forums on | respected in relationships for
relevantareas |+ Targeted surveys key issues those forums New Zealand
* Experts from * Environmental
academia and scans * Promotional * Evidence that |+ Evidence youths
research material perceptions of are coming back
* Experts from produced to youths towards into education and
private sector implement education and employment
+ Experts from not- policies around | employment is
for-profit sector attitudes of changing
youths towards
employment
and education
* Public * Evidence that |+ New Zealand's
campaigns to residents are environment is
raise awareness |  taking more becoming
of environmental |  sustainable increasingly more
sustainability approaches to sustainable
every-day life
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Trial production

Trial production may occur initially from limited data sets, or using labour intensive
methods. In early days this can help you make quick progress. If you are sure you have
good definitions of measures, and data is in operational data sets, you may write dedicated
software instead. In most cases, you will produce measures using a mix of existing systems
and ad hoc analysis.

In most cases, adding new measures to your framework production runs will result in
learning and change. It is important not to over-invest in software development until you
are fairly sure you have a durable solution, or sure that the software can be adapted to meet
emerging needs.

Refining the framework

Irrespective of which development path you follow, it is important to:

 identify areas where better definitions and data need to be developed;

« progressively refine your measurement framework, and your comparative approach;
 identify clear development priorities (in both the short and long run);

« progressively improve the attribution of outcomes, to your actions and resources, and
« start building these priorities into a development plan.

Examples of performance measures

This section should help you develop your own sets of measures to track progress in
different ways. It sets out what each type of measure involves, why it is useful, the type
of management questions these measures can inform and some simple approaches to
constructing the measure. Examples and illustrations are included alongside the measures.
More information about how managers can use measures to make informed management
decisions is provided in Module 6.

Multi-level measurement

Figure 11 illustrates indicators under development by the Workplace Group of the
Department of Labour for measuring progress towards their outcomes. Their approach has
been to evolve a multi-level outcomes hierarchy, mapping Output Sub-Classes through
various levels of intermediate outcomes towards their overall outcome: ““Productive work
and high quality working lives”. It illustrates the indicators for the intermediate outcomes of
the Workplace Group section of this outcome hierarchy. Please note that this work is still in
progress.

PERFORMANCE MEASUREMENT August 2008 45



MODULE 5 - DEVELOPING MEASURES AND INDICATORS

Department of Labour’s performance for the Workforce Group

Figure 11
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Measuring capacity growth

Key points Description

What Measuring capacity growth involves tracking the growth in staff numbers,
personnel expenses and operating expenses.

Why To quantify the nature and state of growth (or decline) in an agency or
sector, and identify drivers.

Management » How did funding, staffing and economy change?

questions this « If funding has increased, what gains were sought with these increased
type of measure funds?

can inform * How much extra benefit should New Zealanders expect to see from

increased resources?

Approaches to » Trend data from financial information supporting Annual Reports,
constructing this CFISnet and Human Resources data supporting Human Resource
type of measure Capability Surveys (HRCS).

« Allow for inflation over time.
» Examining the agency’s internal data may also identify other cost
drivers, e.g. vehicles.

The example below shows the type of picture that can be built using this type of data.

Example: measuring the capacity growth of the New Zealand Defence
Force (NZDF)

When measuring its capacity to deliver outputs and outcomes to stakeholders, the largest
determinant for NZDF is the availability, skills and experience levels of its personnel. One
of NZDF’s highest priority strategic objectives focuses on ensuring that NZDF has the right
personnel to deliver outputs and outcomes, as shown in red in Figure 12 below.
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Figure 12: NZDF's balanced scorecard — link between personnel and output
delivery

Source: New Zealand Defence Force
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NZDF uses three key measures for this strategic objective, as shown in Figures 12, 13 and 14:

 total personnel numbers by service

» composition of the workforce, measured by rank/trade shortfalls

e attrition

Please note that efficiency measures for personnel are still being developed.

By measuring total regular force, non-regular force and civilian numbers, as shown in
Figure 13 below, NZDF tracks whether overall capacity is increasing or decreasing. This is
segmented by Navy, Army and Air Force and compared to planned personnel numbers.

Figure 13: NZDF total personnel numbers

Source: New Zealand Defence Force

Composition of the workforce, including the availability of personnel in each trade and
experience level, is a key determinant of NZDF’s ability to deliver outputs. Tracking rank
and trade shortfalls, as shown in Figure 4, shows whether the composition of the workforce
has changed in each rank and trade, and whether strategic initiatives have been effective.
Rank and trade shortfall information is complemented by several personnel Key Performance
Indicators for the NZDF Operational Preparedness and Reporting System (OPRES), which
shows a clear linkage to capability delivery. Due to the sensitive nature of this information,
rank and trade data is not currently reported externally.
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Figure 14: Composition NZDF of workforce

Source: New Zealand Defence Force
Attrition data, which is a leading indicator of capacity and future output delivery, is tracked
for each Service. Figure 15 charts some of this data over time. Data is compared to planned
attrition levels, then segmented further into ranks and trades for each Service. This shows
whether the current NZDF strategic initiatives are having the intended effect in the right
areas, or alternative initiatives need to be developed.

Figure 15: NZDF attrition of personnel

Source: New Zealand Defence Force
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NZDF are still finalising their efficiency measures for personnel. The hypothetical example
in Figure 16 below shows the type of comparison that can be made when including cost
measures.

Figure 16: Tracking staff numbers and associated costs
Department X

50%

=== Staff Growth (FTE)
==li==Personnel Expense per Employee (FTE)
20% ==d==Real Cost (Personnel)

=ll==Real Cost (Total Operating) /I
30% / /‘
20% /\./ / /
10%
—

0%

Change in Real Price or Staff

FY 01/02 FY 03/04 FY 04/05 FY 06/07

-10%

-20%

Year

Tracking funding flows

Key points Description

What Tracking funding flows through an agency or sector involves identifying
an allocation of funding, quantifying the level of growth in major outputs
and identifying which outputs grew most strongly.

Why To compare whether growth matched priorities and to identify outputs
or groups of outputs that should be showing increased volume and quality|
and associated improvements in intermediate and end outcomes.

Management * Which outputs / areas grew most rapidly through investment?
guestions e Was growth focused in priority areas?

this type of measure | ¢ What extra deliverables were expected?

can inform * How were o utcomes expected to improve?

» What benefits can be demonstrated as a result of this growth?

Approaches to » Fiscal information from Annual Reports (total FTE from HRCS) if
constructing this tracing funding in a sector. If tracing flows within an agency,
type of measure informationcan be drawn from the agency’s cost centres/

financial information systems.
* Allow for inflation over time.
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Example: tracking funding flows in a sector

Figure 17 below presents an example of how to analyse funding flows. The figure illustrates
how $1 billion worth of funding invested in the sector has been tracked through each of the
agencies that make up that sector, in order to determine which areas have grown most, and by
what proportion. The bolded lines show which outputs have been allocated the most funding.

Figure 17: Main funding flows in the ABC sector from 2001/02 to 08/09

Funding Growth from Output 1 J
FY 01/02 to 08/09 18 STAS
Agency A Output 2 } 85%
25% of A’s growth f
(o)
+$250M real funding Output 5 Agency A
+ 30% on budget (real $) 35% of A’s growth growth
0,
25% of sector growth Output 6
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ABC Sector Ag enCy B 10% of B's growth 0
+$1B real fundin SRl 2l T o 15°/oot::tBF’)sugtr0\3mh j 90 /0
e [ gl + 40% on budget (real $) of
£50% on budget (real's) 35% of sector growth Output 4 Agency B
30% of B's growth growth
|
Output 6
35% of B’s growth
Agency C
9 y Output 1 j
+$400M real funding 10% of s growth 90%
+79% on budget (real $) Output 4 of
40% of sector growth 10% of C's growth Agency C
Output 6 growth
70% of C’s growth
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Demonstrating value for money

Key points Description

What Value for money is measured by assessing the change in outcomes
attributable to funding, particularly increased funding.

Why To assess whether the improvement in outcomes justifies continued
funding or whether better use of the funding can be made.

Management * Did end outcomes improve? If so, by how much?

guestions this » Did intermediate outcomes improve as predicted?

type of measure » Were gains proportionate to the extra expenditure?

can inform » How strongly can these changes be attributed to outputs from this
sector?

» Have external factors been eliminated?
e Has a point of ‘diminishing returns’ been reached?

Approaches to e Plot changes in expenditure against changes in key outcome
constructing this indicators (e.g. % change since 2001).
type of measure » Contrast the timing, direction and scale of changes in outcomes &

resources (allowing for lag effects).

Example: demonstrating value for money in the transport sector

Table 6 shows various indicators relevant to the land transport sector, and compares them

to the investment in safety funding

in that sector. The indicators show that increased safety

funding in the sector has had a number of positive impacts for New Zealanders. There is no
indication, at this time, that diminishing returns have set in.

Table 6: Measures of impact i

n the transport sector

Fatal crashes Down 20-22%
Hospital bed-days Down >22%
Safety-related tickets Up 11-400%
Cars exceeding 110 km/h Down 14%
Speed-related fatal crashes Down 14%
Rear seat belts worn Up 23%
Fatalities avoidable by belt Down 22%
Breath tests administered Up 23%
Drunk driving offences Down 14%
Safety funding for enforcement and education Up 27%

Source: Taylor, Duignan, Barry Ltd and Parker Duignan Ltd,

Initial Evaluation (“Stocktake”) of Road Safety to 2010 Strategy, November 2004.
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Assessing reach and coverage

Key points Description

What Reach and coverage measures assess who has received or benefited
from the output. They identify the target groups (e.g. by school decile or
social deprivation index) and track the result intended (e.g. decline in
number of school leavers, reduction in number of children hospitalised
with respiratory illnesses) for key demographic or service groups.

Why By assessing who has benefited from its services, the agency can identify
whether services were delivered to the intended recipients, and adjust
delivery requirements if required.

Management * Who received interventions? Who missed out?

guestions this type » How does this compare to priority groups, and what we know about
of measure can needs and opportunities in the area?

inform * How can we ensure a greater proportion of services get delivered

within the intended area or group?
» How efficiently do allocation systems work?
 Is coverage sufficient to result in the impact we expected or observed?

Approaches to » Collecting information on where, or to whom, outputs get delivered.
constructing this » De-constructing (disaggregating) output information.
type of measure

Example: Assessing housing allocation to those most in need

One of the guiding principles of the Australian Commonwealth State Housing Agreement is
that those in greatest need have first access to government-supported housing.

The proportion of new allocations to those in greatest need in 2005-06 for public housing is
presented in Table 7 below. A high value for this indicator, particularly for short time frames,
represents a high degree of access of those in greatest need without these people waiting long
periods of time.

Table 7: Public housing - proportion of new allocations to those in greatest
need, 2005-06

in percentage NSW Vic Qld WA SA Tas ACT NT  Aust
Total for year ending 30 June | 21.9 69.3 17.5 270 404 935 865 278 38.1
Proportion of new allocations to those in greatest need, by time to allocation
<3 months 47.3 772 574 456 607 948 897 234 61.7
3-<6 months 394 702 56.0 66.1 609 951 880 419 60.8
6 months—<1 year 22.2 734 340 288 529 938 904 423 48.4
1-<2 years 1338 69.6 137 20 309 85 803 197 28.3
2+ years 2.2 335 3.2 0.2 27 840 646 85 5.7

Source: Australian Productivity Commission?

22 Steering Committee for the Review of Government Service Provision 2007, Report on Government Services 2007, Productivity
Commission, Canberra, http://www.pc.gov.au/gsp/reports/rogs/2007/housing
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Measuring intermediate outcomes

Key points Description

What By identifying what impact our outputs are
expected to have, an agency can track results, and assess whether
outputs delivered the gains we sought.

Why By comparing results at different times, an agency can see whether
changes in funding, policy or outputs had the desired effect on the
population (or area) where improvement was sought.

Management » Are trends improving across key indicators?

guestions this type * Are benefits experienced equally across groups?

of measure can » Are results consistent with the nature, scale, timing and targeting of
inform policy and/or delivery changes?

* Do better results reveal practices that can be spread?

Approaches to  Prior identification of key indicators and data.
constructing this e Gather data as part of delivery and monitoring activity.
type of measure » Link to timing, etc, of funding and delivery changes.

» Disaggregation by service type, population group, etc.

Example: Tracking student retention in the Australian education
sector

Figure 18 below outlines the performance indicators for the Australian Government’s
national goals for schooling in the 21 century. It shows the outcome indicators for the
overall goals grouped by equity, effectiveness and efficiency.

One of the goals is that schooling should develop fully the talents and capacities of all
students. Under this goal is the objective to develop fully the talents and capacities of young
people through increased participation to higher levels of schooling. A measure for this goal
is retention of students between years 10 and 12, contributing to the equity and efficiency
indicators. Figure 19 compares the rates of retention by state over time.
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Figure 18: Performance indicators for all schools
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Figure 19: Apparent rates of retention from year 10 to year 12, full time
secondary students, all schools
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Source: Australian Productivity Commission 22

24 lbid.

25  This table was published with the following comments:
a Apparent retention rates are affected by factors that vary across jurisdictions. For this reason, variations in apparent retention
rates over time within jurisdictions may be more useful than comparisons across jurisdictions. b The exclusion of part time
students from standard apparent retention rate calculations has implications for the interpretation of results for all jurisdictions,
but particularly for SA, Tasmania and the NT where there are high proportions of part time students in government schools
(table 3.4). ¢ Ungraded students are not included in the calculation of apparent retention rates. This exclusion has particular
implications for the NT, where 20.2 per cent of Indigenous secondary students are ungraded (compared with an average of
5.1 per cent for the rest of Australia), in 2005, and this should be considered when interpreting the data.
Source: ABS (2004, 2006); table 3A.121.
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Module 6 - Linking the three levels and
linking results back to resources

Overview

The first part of this module explains how to identify and test the causal linkages between
different levels of the framework, so that you can to link results back to resources. Critical
links include:

* input-output links (economy, efficiency);
» output-intermediate outcome and output-outcome links (effectiveness; distribution); and
e input-outcome links (value-for-money).

The second part discusses how the performance story should inform managerial decision-

making. This part underpins improvements in strategy, policy design and service delivery.
In each major area of activity, your agency needs to know it has used resources prudently

(maximised production), and that outputs are impacting on outcomes to the greatest extent
possible.

Exploring the linkages

There are multiple means of exploring linkages, but some simple means are outlined below.

Input-output linkages

Input-output linkages are relatively easy to demonstrate, provided that you have homogenous
outputs (or at least a relatively homogenous output mix), and good price information. Given
that both must be reported under either the Public Finance Act or the Crown Entity Act, most
agencies should be able to show how the real prices?® of major outputs have changed over time.

Increased prices are not justified unless intermediate and end outcomes improve. Similarly,
improved quality or capability may drive up costs, but to represent value-for-money they
must also improve results. So even when output quantity is uncertain, growth in real prices is
expected to have a commensurate, attributable effect on intermediate and end outcomes.

Output-intermediate outcome and output-outcome linkages

These linkages can be looked to most simply by plotting against time the quantity and quality
of major outputs, and the intermediate outcomes and outcomes that they are supposed to
create. Price-per-unit can be a useful proxy, if quality is hard to measure. Allowing for lagged
outcomes, you can then see if there is any pattern.

When positive change is occurring, correlation scores, regression or other multivariate
methods help you gauge the strength of linkages between outputs, and intermediate and
end outcomes. Some methods also test the strength of non-output factors on impacts and
outcomes. For instance, do markets or improved services best explain falling numbers of
beneficiaries?

26 Real prices allow for inflation using the most appropriate price index (e.g. CPI, PPI, LPI, etc)
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Focusing on major impacts and linkages

Linkages can be complex and confusing. It is therefore important that you keep reporting
simple and comprehensible results by focusing on the most important linkages within your
intervention logic. One way of identifying the linkages to focus on is to ask simple questions
like: “Are we investing significant resources to get this result? and “If this linkage was not
strong, would I still invest those resources?”’

In many cases, services have one or two first order (direct) impacts, which were used to
justify funding. Significant measurement effort is often spent on ensuring delivery of major
outputs, and confirming their direct impacts. One or more services may also work together to
deliver key impacts. In such cases your analytical focus may be on linking aggregate costs to
impacts.

Subsidiary impacts and second order (enabling or indirect) impacts also exist, but either the
lesser importance or scale of these impacts, or attribution challenges (especially with second
order contributions) may mean that less effort is invested in reporting these.

Determining the nature of links

The key to discerning where the links between levels sit is to undertake analysis of the
performance data and indicators. The data gathered at each level of the measurement
framework should give indications as to where the major linkages lie between outputs and
intermediate outcomes, and intermediate and end outcomes. The indications will normally
come in the form of correlations. In many areas it may be difficult to judge this link precisely,
but it is only necessary to judge the relative importance of the links between the levels so that
progress can be monitored.

For example, the Department of Labour has been able to discern the links between its outputs
in the area of building international links with the impacts it is having on the development

of broader labour policy and the enhancement of New Zealand’s international links, through
conducting structured interviews with expert agency staff in this area.

Determining cost-effectiveness

Measures of cost effectiveness assess the value-for-money of services, relative to alternate
services or previous time periods. It is not a measure of how much money was spent per unit
of output — this is efficiency. Links between outputs and impacts must be established before
cost-effectiveness can be measured. This is because cost-effectiveness relies on knowing the
impact (i.e. effectiveness) of different outputs, and outputs are what we have cost information
for. Thus, cost effectiveness is determined by following these steps:

1. Ascertain the costs apportioned to each output. This is a matter of determining how much
money has been spent on each activity within an output. It should be relatively straight-
forward to ascertain the level of expenditure for each output. Moreover, this information
should be available within the annual Estimates produced by your agency.
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2. Define the logic of how these outputs are linked to impacts. This step is about ensuring
that causal links are logically defined between the outputs and impacts, as discussed above.

3. Aggregate output costs to impact level. This step uses the links established above to
establish how much cost is being pulled through into each impact. Each impact can then be
given an approximate costing. The obvious complexity here is that multiple outputs may
contribute to multiple impacts. It may be possible to weight relative costing contributions
in some cases. Use of primary and secondary links (described above) should help with this
process. If this is not possible, it is best to look at the overall picture and try to discern what
overall cost effectiveness was achieved through multiple impacts.

4. Define the overall cost effectiveness. In this step a cost-effectiveness measure is
established. The measure will be a summary of how much has been spent in order to achieve
a particular level of impact. This will be a combination of the aggregated costs and the
impact measure.

5. Iterate the process over time in order to track changes in cost-effectiveness. In order to
track effectiveness over time, the above process needs to be reiterated in order to identify
trends and changes.

Embedding results to inform decision-making

Getting value from measurement

To get value, performance measurement and management processes must be embedded into
your institutional planning and management frameworks. Only by doing this can you ensure
that performance information gets used in decision making. Figure 1 on page 11 shows how
this is done in a generic sense. You need to consider how information will feed the strategy,

policy and operational decision-making processes in your agency and sector.

Managing the performance cycle shown in Figure 1 should result in improvements in four
key areas:

« the performance and design of major strategies and policies;

results flowing from major activities and outputs (including economy and efficiency);

capability building, particularly in managing for performance; and

more transparent and representative reporting of major achievements.

In summary, performance measurement systems simply allow managers to focus more on
improving results.

Good measurement empowers good leaders

Measurement and reporting systems are means to an end, not an end in their own right.
Having invested in getting good information, you now need to ensure that information gets
used well by decision-makers. This means identifying when, e.g. in the annual or strategic
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planning process, key decisions get made. You can then work backwards from these decision
points, to decide who needs to receive what information when.

Information packs are typically required to inform:

 strategic planning sessions involving Ministers and/or senior managers;

 the design, revision and monitoring of major strategies;

 decisions on the future direction of the sector as a whole;

» budget decisions, including ex ante reporting;

« annual reports;

» policy, performance and/or pricing reviews; and

 operational decision-making.

As your performance measurement framework becomes well developed, you generally will

find that the information base is being updated and reformatted to meet the needs of different
users.

Preparing a development plan

You need a development plan to ensure that you have a systematic approach to developing
your monitoring system and capabilities, and to establish a baseline against which you can
track progress.

In producing information packs and measures, you will learn what decision-makers need and
where data and measures need improvement. With experience, you will build confidence that
your measurement framework is robust, and work to bring down the costs of data gathering
and measurement, for instance via case management and reporting systems. Common
development objectives are to provide more (or better) comparative measures, and for

better linkage and attribution of intermediate and end outcomes, back to your outputs and
resources.

Reporting expectations also tend to change over time. For instance, your agency may have
to respond to new requirements. Recent examples include Cabinet-endorsed processes such
as the Review of Accountability Documents (RoADSs) and the Capital Asset Management
(CAM) system changes.

This learning should be captured in a development plan for your performance management
system, which identifies the tasks, timelines and resources required to improve over time.
This plan provides an agreed path forwards, against which progress can be monitored.

Developing capability to maximise measurement benefits

Three capabilities are needed to run and get benefit from performance monitoring systems.
First and foremost, leaders and senior managers need to understand and be able to apply the
results in their decision-making.
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Second, technical expertise is required to develop useful measurement and monitoring
frameworks, produce attributable measures, and report in a simple, comprehensible manner.

Third, the organisation must gather and collate the data required to produce those measures,
and acquire comparative statistics where needed.

In all of these areas, systems must be developed to ensure reports are useful, standardise
methods, acquire data at least cost, and to reduce the costs of analysis as much as possible.
Above all else, governance processes must ensure that performance information gets used well.

Once your agency has established some performance measurement capability, the knowledge
and understanding gained from that process need to be used to enhance the direction of the
agency and to indicate where internal changes may need to be made to improve performance.
Such changes may come through recruitment, reorganisation, changing processes, strategy
development, change of governance, changing systems, staff performance, or re-aligning
stakeholder relationships. These key areas of capability are outlined in the Central Agencies’
Capability Toolkit. The toolkit also explains how the planning processes used within agencies
should focus on outcomes.?’

Iterative development of strategies, policies and plans

The performance measurement process confirms, on an ongoing basis, that major outputs

are delivered well and having the expected impact. Aggregate, iterative measurement

tracks how well you are progressing towards your performance goals. Ex-ante performance
expectations (e.g. targets or improving on historical results) allow you to build a clear picture
of performance in key areas and as a whole. Iterative development relies on leaders having
the courage to adapt their strategies and plans as the evidence builds that needs, delivery and
results may be different from those first envisaged.

Decision-makers

Progress can only be made with the support of your key decision-makers. The best situation
is that strong demand exists from Ministers, Boards and/or Chief Executives, because they
realise that they need good information to manage well and meet the expectations of those
around them. Both RoADs and CAM are designed to lift these expectations, but the main
beneficiaries of improved performance information are your managers and your clients.

In the end, any State sector agency needs to be results-oriented so that it can deliver the
best results for New Zealanders. Your agency’s primary focus should always be on how its
activities benefit its clients. But because budgets are always limited, some form of cost-
benefit analysis is always required.

27 See www.ssc.govt.nz/capability-toolkit
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Appendices

Appendix 1: Checklist for performance measurement

The following bullet point list serves as a checklist for the key steps in the performance
measurement process:

[] Has the current measurement process been critically reviewed, and areas for enhancement
incorporated in a development plan?

[] Has a clear process been defined for undertaking performance measurement?
L 1s this process well aligned with your process for generating accountability documents?

[ ] Does this process link into wider organisational processes aimed at: developing and
improving policies and plans; developing internal capability to deliver required services;
and reporting on what your agency has achieved?

[ ] Does the performance measurement framework clearly distinguish between the
three levels of performance; service provided (output); differences made (impacts or
intermediate outcomes) and long-term goals achieved (outcomes)?

[ ] 1s there credible attribution between what your agency does (outputs) and the outcomes it
reports?

[ ] Have expectations been appropriately set about what the performance measurement
process can achieve with the time and resources available?

[ ] Has an appropriate stakeholder analysis been undertaken as part of the process?

[] Does the performance measurement framework take into account the position of
stakeholders and the degree to which impacts and outcomes may be shared?

[ ] Are the outcomes and impacts sufficiently defined and characterised, so that progress
against them can be measured effectively?

[ ] Have outputs been defined in an appropriate and measurable way: are they relevant,
reliable, understandable, comparable?

[ ] Have appropriate — relevant, reliable, understandable, comparable — measures/indicators
been defined, which will show progress against different areas of the framework?

[ ] canthe appropriate data be gathered to underpin these measures/indicators within time
and resource constraints?

[ ] Are the measures/indicators being continually refined?

[ ] Are the outputs of the performance measurement process itself being appropriately fed
into strategic planning and capability development processes?

[ ] Do managers at different levels routinely use measures to inform their decisions, and are
processes in place that ensure senior managers get the right information at the right time?
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Appendix 2: Further reading on performance
measurement

The following is a reference list of useful sources on particular aspects of performance
measurement for State sector agencies.

On performance measurement and outcome frameworks

o https://psi.govt.nz’home/projectsandnetworks/display.aspx?livel D=380

- The PSI link to locate the latest guidance being published on accountability
documentation as part of the Review of Accountability Documents initiative.

 www.treasury.govt.nz/budget/2007/sois

- The link to the Treasury website where you can hyperlink to the Statements of Intent
for all of the Public Service departments.

e Www.0ag.govt.nz/2002/reporting/docs/reporting.pdf

- The Office of the Auditor-General’s guidance on reporting performance.

» www.maf.govt.nz/mafnet/publications/outcome-performance-reporting/maf-outcomes-
2007-08-web.pdf
- The link to view the Ministry of Agriculture and Forestry’s Outcomes and
Performance framework; as referenced in Figures 4 and 5.

o www.audit-commission.gov.uk/Products/NATIONAL-REPORT/72370C4D-1030-4b87-
88F4-CD2A14B2A1AE/mppperfm.pdf

- Avuseful overview of performance indicators as published by the UK’s Audit
Commission, focusing on the principles that should underpin performance indicators.

On stakeholder analysis

» K. Scholes, Stakeholder Mapping: A Practical Tool for Public Sector Managers, in
Exploring Public Sector Strategy, October 2000.

- This article explores in more depth the power/interest stakeholder analysis
framework.

* R. K. Mitchell, B. R. Agle and D. J. Wood, Toward a Theory of Stakeholder Identification
and Salience: Defining the Principle of Who and What Really Counts, in Academy of
Management Review 1997, Vol. 22, No. 4 853-886.

- This article explores in great depth the analysis approach that considers stakeholders’
power, urgency and mandate (referred to as ‘legitimacy’ in the paper).

» Health Reform Tools Series, Guidelines for Conducting a Stakeholder Analysis: A
Partnerships for Health Reform Publication; www.phrplus.org/Pubs/hts3.pdf

- Aninteresting, detailed case study of a piece of stakeholder analysis undertaken
in the health reforms. The reports contains an in-depth description of the analysis
that was done and also has some more generic annexes that show examples of
stakeholder analysis tables.
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On qualitative measurement

e Sun, Peter and Scott, John L. ‘“Towards better qualitative performance measurement in
organizations’ in The Learning Organization, Volume 10, Number 5, 2003, pp. 258-271.

- Adetailed analysis of the issues of obtaining reliable measures for qualitative aspects
of policy, as discussed in this guide.
On futures techniques

» Jerome C. Glenn (ed.), The United Nations University Millennium Project Futures Research
Methodology CD ROM, Version 2. www.acunu.org/millennium/FRM-v2.html

- Extensive and detailed review of various futures methodologies.

« Simon Davies et al, DERA, Strategic Futures Thinking: A Meta-Analysis of Published
Material on Drivers and Trends. (July 2001 UK Defence Evaluation and Research
agency) www.cabinetoffice.gov.uk/upload/assets/www.cabinetoffice.gov.uk/strategy/
meta.pdf
- Auseful meta-analysis of what a wide variety of ‘future looking’ organisations are

saying about the future. The report also contains a set of best-practice guidelines
for managing uncertainty which is central to futures work. Though the work was
undertaken in 2001, it is still very much relevant.

» Peter Schwartz, The Art of the Long View: Planning for the Future in an Uncertain World
(London: Doubleday, 1996)

- Ahighly influential text on what has been learned from the effective application of
scenario-based planning, drawing on experience gained by organisations who have
pioneered the technique, such as Shell.

» Kees van der Heijden, Scenarios: The Art of Strategic Conversation (New York: John
Wiley and Sons, 2005)

- Avery influential and detailed book on understanding and implementing scenario-
based planning.

» Gill Ringland, Scenario Planning: Managing for the Future (New York: John Wiley &
Sons, 1998)

- Cornerstone work on scenario-based planning; essential reading for this methodology.

» Meadows M and O'Brien F.A.: Visioning: A process for strategic development in FA O’Brien
and RG Dyson (ed.)Supporting strategy: Frameworks, Methods and Models, Wiley (2007)

- Adetailed summary and illustration of visioning.

On capability

*  WWW.SSC.govt.nz/capability-toolkit

- This toolkit aims to help agencies align their capabilities to the outcomes they seek to
achieve.

¢ www.ssc.govt.nz/mfo-workshop3

- This is a reference to a brief summary of what is contained in the more detailed
capability toolkit.
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Appendix 3: Glossary of terms

Attribution — The extent to which an impact or outcome can be directly assigned to the
activities undertaken by an agency or agencies.

Capability — The mix of powers, systems, skills, infrastructure and information resources
needed, now and in the future, to produce and manage the interventions which best contribute
to the outcomes that the government is seeking from an agency or sector.

Disaggregation — The process of deconstructing an output or outcome into their component
parts, or reporting performance separately for different groups, e.g. population groups or
product lines.

Efficiency — The price of producing a unit of output (‘technical efficiency’). Alternatively, it
can mean the proportion of output reaching target groups (“allocative efficiency’). To make
valid comparisons the outputs or output mixes being compared must be homogenous.

Effectiveness — The difference agencies make through the services they provide. Effectiveness
focuses on the impact that has been achieved through the delivery of one or more outputs.

Impact — What has been achieved at the intermediate outcome and outcome level of the
performance measurement framework. Impact measures are attributed to your agency’s (or
sector’s) outputs in a credible way.

Intermediate outcome — What articulates the effect that your agency’s services and
interventions are having on New Zealanders. Intermediate outcomes allow your agency or
sector to determine what difference it is making through the services it is providing with its
outputs, and to discern progress towards the achievement of outcomes.

Intervention — A phrase used to describe a range of actions an agency or agencies will
undertake in order to deliver positive change for New Zealanders.

Intervention logic — The strategic and/or operational articulation of how one or more
interventions will produce desirable outcomes for New Zealanders, including valid measures of
success at the output, intermediate outcome and outcome levels of performance.

Output — The goods and services agencies deliver as part of their interventions, e.g.
implementing policy, running regulatory or control systems, and delivering core services.

Outcome — The broad goals your agency or sector must achieve in order to create long-term,
positive change for New Zealanders. Outcomes flow directly from ministerial requirements and
priorities. An outcome can also be referred to as a “final outcome’ or ‘end outcome’.

Performance story — The term used to refer to the overall account an agency or sector is able to
give about what outcomes it is striving to achieve, how it intends to achieve them, how it will
measure progress and how much progress has been made. Performance stories are articulated in
annual Statements of Intent and Annual Reports produced by agencies.

Results — A tangible statement of what has been achieved by an agency or sector either at the
output, outcome or intermediate outcome level.

Stakeholder — An individual or group that can affect, or is affected by, the achievement of a
particular outcome or outcomes.
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