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Abstract 

How can citizens be assured that governments are effectively delivering the vital public 

services that citizens rely on?  Performance measurement — counting, measuring and assessing 

— can make governments accountable to citizens.  It can also help to improve performance, 

because what gets measured is more likely to be well-managed.  These perceptions have led to 

increased use of performance management and measurement systems in the public sector; it is 

almost inconceivable that modern public management would not include an element of 

performance measurement.  

Despite performance measurement having been for many years mandated by governments, 

quality is patchy: published measures are frequently poorly defined, subject to distortion, not 

relevant and sometimes simply not measurable.  There is extensive research on performance 

measures, how they work in various types of organisation and how to implement them.  Rules, 

‘better practice’ and guidelines are available and resources are usually adequate; yet 

performance measurement often fails to achieve its objectives of accountability and 

performance improvement.  Also, the empirical basis for the relationship between performance 

measurement and efficiency is slim.  

The primary purpose of this research is to analyse trends in performance measurement quality 

for different types of organisations, and to identify potential causes of poor or good 

performance measurement, using selected Australian government organisations as case studies.  

The thesis explores these issues through an analysis of published information, principally 

budget papers and annual reports over a period of six years, together with interviews of key 

people in selected government agencies.  The data are used to determine why and how the 

quality of performance measures change from year to year and whether the quality of 

performance measures is related to better organisational performance.  The research seeks to 

understand how performance measurement is influenced by key organisational variables as part 

of a search for explanations of the causes of good or poor performance information in 

government.  These variables include organisational function, for example, service delivery 

agencies compared with policy advice bodies; and the impact of external review.  The thesis 

concludes by considering the nature of action by some stakeholders that could improve 

accountability and so improve the quality of government services that citizens rely on. 
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Chapter 1  Introduction  

They say, all lovers swear more performance than they are able, and yet reserve an ability 

that they never perform; vowing more than the perfection of ten, and discharging less 

than the tenth part of one. They that have the voice of lions and the act of hares, are they 

not monsters?  

Cressida to Troilus, Troilus and Cressida, Act III, Scene II 

This chapter provides as an introduction to the thesis, including laying out the motivation for 

the work, outlining the research questions and the approach taken and providing a summary of 

the remaining contents.   

The fundamental question that the thesis addresses is why performance measurement in 

Australian governments has been so problematical in achieving its intended function of 

improving accountability and performance.  The research aims to analyse trends in 

performance measurement for  different types of Australian government organisations with a 

view to understanding what causes poor or good performance measurement.  The thesis also 

explores whether performance measurement has had an impact on performance in these 

organisations.  In conducting this work, a major theme is to explore the tensions between the 

stated objectives and high expectations for performance measurement in government, and the 

reality of performance measurement practices that are often inadequate to describe 

performance, let alone able to contribute to  increasing performance.  The explanation of these 

sometimes disappointing results in terms of organisational and jurisdictional influences is one 

of the major contributions of the thesis.  

This topic was significant to me as in a previous career as an auditor and evaluator, I used 

performance measures and sometimes helped to create them.  This created an interest that led 

to pursuing opportunities to review performance measures and deliver training courses on how 

to develop and improve them.  In the course of this work I had noted that then-current 

performance measures were frequently poorly defined, subject to distortion, not relevant and 

sometimes simply not measurable.  As they are supposed to be central to governments 

achieving higher performance, this was of significant concern to me as a citizen.  Practising in 

the area led to a desire to strengthen knowledge and to research more deeply the reasons for 

such poor performance information.  Any research result that might lead to improved 
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performance measurement and hence improved government performance could be of 

significant value. 

The purpose of performance measurement is often stated to be accountability: funds have been 

provided and the government and other stakeholders have the right to know what has been 

achieved through the expenditure of public funds.  Achievements should be expressed in an 

unambiguous fashion, most easily achieved by numerical reporting, hence the need for 

performance measurement.  Under the assumptions of management by objectives, what gets 

measured gets managed.  However, there is a performance conundrum in that despite these 

ambitions for performance measurement, there are significant problems at each stage of the 

process:  lack of definition of the purpose of the organisation, poor specification of performance 

measures and loose or absent definition of targets; gaming of these measures or targets 

(behaviour that addresses the target as specified rather than the underlying organisational need) 

leading to suboptimal performance, together with occasional distortions of measurement; 

incomplete or obscure reporting of results; and failure to take action to respond to results.  Such 

problems can lead to inaccurate perceptions of government performance and potentially detract 

from performance rather than improve it. 

Given the efforts made over several decades in many countries, the question can be asked why 

performance information is not thoroughly embedded as an effective tool for government 

administration.  As John Mayne asks, ‘Haven’t we learned? Haven’t we ‘solved’ all the 

significant problems? And if not, why is that?’ (Mayne, 2007, p. 88). 

Research questions 

The generation of the research questions is detailed in Chapter 5.  The starting point is the 

apparent lack of quality and impact in some implementations of performance measurement.  

As discussed in the literature review (Chapter 3), there are instances of distortion and 

corruption of performance measures together with difficulties in reflecting complex outcomes 

accurately.  In addition, the evidence for performance information leading to improved 

performance is scant.  These defects generate three research questions, the first of which 

investigates how, if at all, the quality of performance measures in selected government entities 

in Australian jurisdictions varies with jurisdiction, type of organisation and time.  This is an 

exploratory question that aims to collect and interpret data so as to understand the variation in 

performance measure quality over the dimensions listed.  The second question takes this a little 

further by seeking to find the causative factors that explain these variations.  The third question 
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is more ambitious, as it tries to discern what impact, if any, performance measurement has on 

performance. 

To support these three research questions, two additional questions need to be answered.  Given 

the focus on understanding quality of performance measurement, there is a question on how 

the quality of performance measures should best be described and assessed.  The final research 

question concerns how performance measurement systems should be described – that is, to 

define their primary characteristics.   This question relates to the systems approach that is used 

to understand the forces that drive how performance measures change, how performance 

measurement might influence performance and hence how these constructs change over time;  

therefore it supports each of the three primary research questions. 

Approach 

The main method adopted to explore performance measurement was to conduct case studies of 

Australian public sector organisations that were selected to cover three jurisdictions and three 

types of agency.  The organisational level was chosen as the level of analysis as performance 

reporting is more common at the agency level than the jurisdictional level (Hawke, 2013).  This 

is also the level that is the most significant for public accountability.  For each organisation, 

the number and rate of change of measures was tabulated, along with the targets and whether 

they were achieved, and the quality of the performance measures in terms of their relevance, 

clarity and completeness.  Discussion of criteria for sound performance measures is in the 

methodology chapter, where criteria are developed into a tool for assessing the quality of 

performance measures.    

To provide additional data to round out the case studies, a wide range of other sources such as 

finance department guidance, investigations by parliamentary committees and reports by audit 

offices were examined to provide information on the way in which performance measurement 

systems are supposed to operate.  For a subset of these organisations, further qualitative 

information was gathered in the form of interviews with a range of officers involved in 

selecting, managing and using performance measures.   

Although there is no unitary theoretical foundation for the field of performance measurement, 

several theories can assist in interpreting the results.  These include program logic, which has 

been used as a basis for generating performance measures for government programs; human 

resource management and motivation theories that help to explain how individuals respond to 

performance measurement; governance theories and principal–agent theory that show how 
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performance measures can be used to control and manage an organisation; and institutional 

theories that provide an explanation of  how organisations respond to innovations such as 

performance measurement. 

Systems thinking provides an overarching approach to understanding influences on results.  

This approach focuses on realising that there are multiple feedback loops that depict 

interactions between factors and that there are several interacting systems including the 

personal, organisational and jurisdictional levels.  A key realisation is that the behaviour of 

individuals and organisations is not necessarily driven by the stated rules, but depends more on 

the overall set of influences, including personal incentives.  Further, these influences can 

interact in complex ways leading to outcomes that are not necessarily expected by the designers 

of performance measurement systems. 

Structure of the thesis 

The main body of the thesis starts with Chapter 2, which provides context to the remaining 

chapters by defining some basic concepts, laying out a brief history of performance 

measurement, discussing some of the uses to which performance measurement has been put 

and providing background information on performance measurement in Australian 

governments and the nature of the organisations involved in the case studies. 

A discussion of how the literature informs the research questions is in Chapter 3, which also 

considers and identifies gaps in the literature.  To understand how and why performance 

measures change, it is first necessary to know how performance measurement systems operate. 

This topic is therefore examined before the analysis of works directly related to how and why 

performance measures are changed, their quality and the influence of jurisdiction and 

organisational type on these factors.  The chapter also addresses the debate about the validity 

and role of performance measurement, in order to understand why performance measures are 

sometimes not used or do not affect performance. 

Chapter 4 discusses a range of theories that shed light on performance measurement.  This field 

is generally inductive, preferring analysis of structured observation and experience to produce 

practical guidance.  Nevertheless, several theoretical approaches help to understand 

observations, including governance, program logic, principal–agent theory and institutional 

theories.  Systems theory is then discussed as an approach that can provide an overall 

understanding. 
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Methodology and method are covered in Chapter 5, which first lays out the research questions 

adopted based on the gaps found in the literature analysed in Chapter 2 and then discusses the 

ontological and epistemological basis, which uses a variant of critical realism.  The chapter 

then turns to methodology; this is a mixed methods approach that relies on both quantitative 

assessment of performance measures and qualitative understanding of interviews with 

participants and other texts.  Details of the method used, including selection and analysis of the 

case studies, are then provided.  One key requirement addressed by the chapter is to develop a 

method of assessing the quality of performance measures. 

Results are presented from Chapter 6 onwards.  This chapter focuses on assessments of the 

quality of performance measures, and how that quality changed over time, primarily based on 

data collected from budget papers and annual reports of a sample of organisations over a period 

of seven years – 2009-10 to 2015-16 inclusive.  The chapter breaks down these results by 

jurisdiction and by type of organisation (service delivery, regulatory or policy advice) and 

explores other patterns in the data, such as relationships between performance measure stability 

and quality, and between the number of performance measures and the extent to which they 

cover all the relevant activities of the organisation.  This analysis is complemented with the 

subjective assessment of quality provided by interviewees. 

Chapter 7 considers whether, and to what extent, performance measurement affects 

performance.  It does this by examining, for all of the selected agencies, whether failure to 

achieve targets leads to improved performance in the following year.  More detailed case 

studies of selected agencies, together with comments from interviewees, are also presented.    

Results are further explored in Chapter 8, which  tries to make sense of the findings of chapters 

6 and 7 by discussing the factors affecting performance measurement systems.  The 

organisational or structural influences that can affect performance measurement systems 

include the extent of review or audit and the extent of guidance or instruction offered, as well 

as the nature and culture of an organisation and the resources applied to the function.  The 

extent and direction of these influences is analysed through review of annual reports; official 

guidance from individual departments and central agencies such as finance departments; audit 

reports; strategic plans; evaluations; and parliamentary proceedings, as well as input from 

interviewees.  The numerical results from the previous chapter (of rate of change and quality 

of performance measures) are then re-examined to see what connections there are with these 

influences; the opinions of interviewees are used to supplement these results. 
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The final chapter summarises the findings of the thesis, and in particular provides succinct 

answers to the research questions.  It also considers how the results might be applied in practice 

and discusses opportunities for further research. 
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Chapter 2  Context 

What works, for whom, in what respects, to what extent, in what contexts, and how? 

Pawson and Tilley (1997) 

The fundamental question that the thesis addresses is why performance measurement in 

Australian governments has been so problematic given its intended function of improving 

accountability and performance improvement.  Part of the explanation lies in context, to which 

there are two components.  The first component includes the characteristics of the organisation 

– its size, function, technology and history – as well as the characteristics of the jurisdiction in 

which it operates – the nature of the rules and legislation applied to each organisation, the 

political environment and the extent to which the organisation is reviewed and monitored by 

central agencies.  This part of the context is explored in more detail in the results chapters, 

which in turn rely on the detailed discussion of organisational and jurisdictional context for 

each of the cases studied set out in Appendix B. 

The second component of context consists of a more general understanding of the basis of 

performance measurement.  This analysis considers the uses or purposes to which performance 

measurement have been put and the nature of performance measures, including how the quality 

of these measures can be assessed.  Detailed discussion of criteria for sound performance 

measures is postponed to the methodology chapter, where criteria are developed into a tool for 

assessing the quality of performance measures.  The chapter first outlines some core concepts, 

such as performance and measurement, and then provides a short history of the field.  Then 

follows a discussion of the purpose and use of performance measurement; this section provides 

context for the discussion in Chapter 3 of the extent to which performance measures are fit for 

purpose.   

This discussion of context sets the scene for the next chapter, which more explicitly reviews 

the literature relating to influences on quality of performance measurement in government 

bodies and whether performance measurement can improve performance within government 

organisations.   

Core concepts 

Words such as performance and measurement are used frequently, but as with many other 

common terms, their meanings can often vary and be hard to define.  It therefore seems sensible 
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to commence this chapter with a brief discussion of these core concepts leading to a proposed 

definition of performance measurement.  This chapter also includes an enumeration of the 

various types of performance measure, and a discussion of how one such type, outcome 

measures, is linked to strategic planning. 

The concept of measurement is often taken as obvious – there is something we wish to know 

about, so we measure it.  In the case of social science in general or management in particular, 

this is a little more complex.  In this case, there is an underlying concept that it is desired be 

measured – for example, overall effectiveness, efficiency or program success.  However, such 

concepts cannot be directly measured.  Instead, indicators are devised that have some 

relationship with the underlying concept.  A common formulation, for example (Meier, 

Brudney, & Bohte, 2009, p. 16), is that ‘Indicator = concept + error’.  The quality of an indicator 

is assessed by the distribution of the error term.  Ideally the error distribution has a zero mean 

(otherwise the indicator is biased) and small variance (otherwise the indicator is inaccurate).  

On many occasions, the concept is sufficiently complex or difficult to define that several 

indicators are needed to represent the various dimensions of the concept.  For example, 

measures of both quality and quantity of services or products are needed.  This definition 

accurately describes what an indicator is, but does not go to its purpose or help in deciding on 

the nature of indicators to be employed. 

Although ‘performance’ is a widely used term both in common discussion and in academic 

writing, its definition is not clear.  Selected dictionary definitions from the Oxford English 

Dictionary are ‘something performed or done’, which does not get us very far. and ‘the carrying 

out of a command, duty, promise, purpose etc.' which is a little more relevant to its use within 

organisations.  ‘Performance’ can also have an artistic meaning, such as a performance of a 

play or a concert.  Boyne (2003) simplified the question of what constitutes organisational 

performance to two main perspectives:  the extent to which it has achieved its goals, and the 

extent to which stakeholders are satisfied.  There remain significant problems, in that there can 

be multiple goals, multiple constituents and competing perceptions of what constitutes good 

performance.  Usefulness is key.  Performance is in the eyes of the stakeholders, who may have 

varying requirements.  To be comprehensive, performance measurement needs to address the 

extent to which the function is achieving the various objectives as defined by these 

stakeholders.  In practice, however, the definition of performance would be the extent to which 

the function is achieving the objectives as defined by the owner of the function; normally the 

government in the case of public sector organisations. 



 

9 

Performance measurement as a concept goes beyond the generation of numbers that are 

intended to measure some aspect of performance.  As Spitzer puts it, ‘measurement may use 

numbers, but it is not about numbers; it is about perception, understanding and insight.  

Measurement should be considered not as the truth, but as a search for truth; not as something 

an organisation has, but something that it does’ (Spitzer 2007, p. 200).  According to Schacter 

(2002, p. 1), good performance measurement is ‘an exercise in storytelling.  A well-developed 

performance framework allows you to tell a convincing story, backed by credible evidence, 

about the value added by your program.’  The performance story should include the objective 

– what we want to achieve; the process - how we will get there; and how we will know if we 

are on track to achieving the objectives – the performance measures.  The essential subjectivity 

of performance measurement is endorsed by Brewer (2006, p. 36), who pointed out that as 

performance is a socially constructed concept, all measures are subjective.  On the other hand, 

performance measurement is obviously more than an arbitrary judgement of the worth of a 

management activity.  The ambiguity of its definition is may be a factor that has influenced the 

success of implementation of performance measurement in organisations. These are useful 

observations but do not specifically define performance measurement. 

Following on from these considerations, a definition is proposed as follows: performance 

measurement is a structured and repeatable process that provides information to decision-

makers on the extent to which management activities have produced the desired quality or 

quantity of outputs or outcomes. 

Types of performance measure 

Several dimensions of performance, such as output, outcome and efficiency, are amenable to 

measurement. Performance can mean economy, efficiency and effectiveness (the 3 E’s); cost-

effectiveness; outputs; quality and customer service; outcomes or social result (Boyne, 2002; 

Boyne, Gould-Williams, Law, & Walker, 2002; Frost, 2000; Lewis & Jones, 1990; 

Mucciarone, 2008).  Together, the 3 E’s can be used to assess overall performance (Flynn, 

2012); but Talbot (2000, p. 233) criticised this as definitional confusion.  Program logic theory, 

discussed in Chapter 4, proposes a hierarchy of potential measures, namely those based on 

input, processes, output, outcome and impact.  Some authors, for example (Hoque & Adams, 

2011), used an alternative structure for analysing categories of performance measures based on 

the balanced score card terminology.  Table 2.1 provides a summary of the categories proposed 

by several of the authors referenced above.  In this table, there are some similarities in the 
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categories, for example efficiency is similar to cost-effectiveness which in turn is closely 

related to value for money, and effectiveness is similar to achieving outcomes.  This indicates 

a degree of ambiguity in the categorisation of the purposes of performance measurement. 

Table 2.1 Categories of performance measures 

Lewis & Jones 
(1990) 

Mucciarone (2008) Boyne et al 
(2002) 

Boyne (2002) Frost (2000) 

Efficiency Efficiency Efficiency Efficiency Efficiency 

Cost-effectiveness  Value for money  Productivity 

Effectiveness Effectiveness  Effectiveness Effectiveness 

Outcomes Results/outcomes Outcomes Democratic outcomes Profitability 

Quality of service Quality Quality of outputs   Quality 

Output  Outputs Quantity of outputs Outputs Achievement 

Economy Inputs   Cost 

Risk    Risk 

The importance of capability metrics was pointed out by Frost (2000, pp. 52–54).  From his 

private sector point of view, it indicates capacity to meet future developments and achieve 

strategic objectives.  They may be even more important from a public sector point of view, 

where the requirement is often to be ready but not necessarily to produce (e.g. defence, disaster 

management). 

There is a difference between measuring product and process, as noted by De Bruijn (2007, pp. 

87-90) who only goes as far as measuring outputs, without proceeding to outcomes.  The 

problem is that connections between outputs and outcome are contestable; an actor may protest 

that as they are not solely responsible for outcomes, they should not be held responsible.  De 

Bruijn (2007) states the solution is to use process indicators as well, in a dialogue between the 

manager and the professional.  Further assumptions that professionals are cooperative (not 

seeking to obscure poor performance) and that performance measurement is autonomous 

(detached from other subjects) are problematic.   

A conclusion that may be drawn is that whether outputs, processes or outcomes are measured 

depends on the availability of relevant data and the purpose of performance measurement; and 

that in general, a mixed set of measures (combining process and outcome) may be more 

effective.  
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Qualitative and quantitative measures 

Performance measures can also be categorised by whether they are qualitative or quantitative.  

The latter leads to easier collection, comparison and statistical analysis, but there are areas 

where qualitative indicators are more appropriate.  Quantitative measures are often the 

preferred means of reporting performance as they can be expressed in numerical terms.  In 

statistical terms, qualitative ascriptions are nominal measures, whereas quantitative measures 

may be ordinal, interval or ratio; with usefulness increasing in this sequence. 

Several writers such as van der Knaap (2006, p. 290) have noted that the connection between 

outputs and outcomes can be analysed in more detail through the discipline of evaluation: 

‘responsive, verifying evaluation constitutes a critical instrument in overcoming the downsides 

of policy objectives and performance indicators’. In particular, an evaluation can adopt a more 

qualitative, argumentative-responsive approach in contrast to the traditional rational-objectivist 

model of policy, one that is implied in the use of quantitative performance measures.  This was 

supported in a review of the status of the arrangements for performance reporting in the 

Commonwealth of Australia, which commented that good performance information involves 

quantitative data sitting alongside qualitative data (Morton & Cook, 2018).  Sometimes, both 

forms are combined, as when numerical performance is mandated, but reporting entities are 

encouraged to provide additional context or explanation for these results.  This pattern is 

frequently observed in the results examined by this thesis, where quantitative results are 

sometimes discussed further in a qualitative fashion in the body of the annual report.  In 

particular, excuses are provided for failure to reach targets.  Charbonneau and Bellavance 

(2012) referred to such behaviour as blame avoidance; however, given the limitations of 

numerical measures, provision of additional information can be useful. 

Measures of quality can sometimes be assessed only through opinions or citizens’ charters; or 

structures such as Total Quality Management or by relying on international standards for 

quality assurance such as the International Organization for Standardization (ISO) 9000 series 

(Bouckaert and Halligan 2008, pp. 86-91).  Nevertheless, the results are expressed in numerical 

terms (usually ordinal) and so are considered quantitative results. 

Strategic planning and outcome measurement 

A key concept of performance measurement is that it be directed to assessment of the end 

results or outcomes of an organisation.  This means that performance measurement is strongly 

aligned with the discipline of strategic planning as measurement against outcomes is aligned 
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with strategic planning in at least two ways.  Firstly, it is important that performance measures 

reflect strategic priorities – indeed, this is a key element of the assessment of performance 

measurement quality in the results chapters.  Secondly, the definition and promulgation of 

performance measures and associated targets can be a key means of communicating strategic 

priorities.  Linking measurement with planning, budgeting and citizen engagement has been 

attempted back to the 1960’s, but remains an ideal yet to be achieved  (de Lancer Julnes & 

Holzer, 2008).  The relationship with strategic planning is addressed more in the private sector 

literature.  It can be considered as an alternative to the program logic concept that is used more 

in the public sector (Spitzer, 2007); they both refer to the need to relate lower level performance 

measures to higher-level objectives.  For example, Micheli and Mura (2017) found that a 

comprehensive performance management system enabled the implementation of diverse 

strategies. 

Outcome measures can be derived from the organisational objective. For example, Thomas 

(2008, p. 175) notes that strategic planning can help organisations to clarify their mandates and 

goals and define a set of performance measures to track progress; however, under the US 

Government Performance and Results Act of 1993, many plans did not specify measurable 

objectives.  Clarity of goals is therefore key.  Connecting performance measures to strategic 

objectives also makes the measures more meaningful (Australian National Audit Office, 2011; 

Frost, 2000, p. 26; Roberts, 1990).  To develop measures, Frost suggests a flow-down from 

strategic objectives (and also stakeholder interests) to critical success factors to performance 

indicators.  He also states that measuring against strategic objectives can act as an integration 

and communication device to allow staff in various areas to focus on the common goals; 

further, the Australian National Audit Office (ANAO)  found that entities that had clearly 

defined program objectives tended to have more meaningful and quantitative effectiveness key 

performance indicators (KPIs) (Australian National Audit Office, 2011).  In Australia, the 

connection between performance measures and strategic plans has increasingly been defined 

by governments, for example in the Public Governance, Performance and Accountability 

Act 2013 and the NSW 2021 Strategic Plan. 

The attempt to link performance measures with strategic planning is not always successful.  

Sotirakou and Zeppou (2006) describe the failure of performance measurement to assist the 

introduction of strategic management to the Greek public sector, due to lack of competence 

and commitment and conflicting ethical factors such as belief in justice and creativity.  For the 
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UK, Hyndman and Eden (2002) also found that linkage from performance indicators in 

strategic plans to the actual reporting of performance against these indicators was limited. 

Lessons from the history of performance measurement 

Performance measurement has been with us for a long time and has taken various forms.  This 

section provides a brief overview but does not attempt a comprehensive analysis of 

international trends in performance measurement; more detailed information on the 

background to the jurisdictions and organisations that form part of the case studies is at 

Appendix B.  The need to assess and report on the performance of an organisation to those with 

an interest in the organisation’s success is as old as the idea of an organisation itself.  Even in 

the most primitive of organisations, basic elements of performance such as receipts and 

expenditure are managed, and there needs to be a general assessment of the extent to which the 

organisation is achieving what it is supposed to. 

Reporting on the performance of an organisation developed first in the field of financial 

reporting with the development of accounting and auditing from the middle ages.  In ancient 

times, non-financial performance reporting was primarily a matter of subjective judgement by 

the superior (the king or emperor) of the performance of the underling, with unpredictable 

consequences for both. 

Early critics, especially those with a scientific background, stated the need for a more 

quantitative approach.  Galileo is commonly held to have said ‘Count what is countable, 

measure what is measurable, and what is not measurable, make measurable’, although the 

provenance of this statement is unclear.  Another scientist, Lord Kelvin, said ‘When you can 

measure what you are speaking about, and express it in numbers, you know something about 

it . . . [otherwise] your knowledge is of a meagre and unsatisfactory kind’ (Kelvin, 1889, p. 

73). 

The roots of performance measurement are inherent in Weber’s concept of rationalization: ‘the 

process by which explicit, abstract, intellectually calculable rules and procedures are 

increasingly substituted for sentiment, tradition and rules of thumb in all spheres of activity’ 

(Gregory, 2007).  Performance measurement is seen as consistent with ‘rational management’ 

involving quantifiable goals, targets and performance measures (Hyndman & Eden, 2002). 

The first instance of a more consistent approach to measuring performance is often ascribed to 

the New York Bureau of Municipal Research beginning in 1906.   Bruere (1912) described the 
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work as a search for efficiency in local government in order to advance social welfare.   This 

early research did more than establishing performance measures, it was intended to be a 

‘scientific study of community conditions and the facts of government action, neglect, results 

and failures’ (p. 4).  To do this, it was necessary to establish ‘a fact basis for administration’ 

(p. 5).  As Bruere stated, ‘value to the community will depend upon the frequency with which 

accomplishment is checked against purposes and intentions’ (p. 5).  Even at this early stage, 

the distinction between achieving effective outcomes and efficient processes to deliver them 

was recognised.  The work that the Bureau was doing would, in modern parlance, extend 

beyond performance measurement to conduct of evaluations. 

In the 20th century, there were several seminal texts on measurement and management deriving 

from the US private sector. Frederick Taylor in 1911 described increases in productivity that 

could be gained from observing and measuring the details of manual work.  Peter Drucker 

wrote in the 1950’s on management by objectives, a process where objectives were set through 

an organisation, cascading from one level to another; if each individual unit achieved its 

objective, then the overall organisation would also meet its objectives.  Drucker is also credited 

with the phrase ‘What gets measured gets managed.’  Also in the 1950s, Herbert Simon 

observed a phenomenon he called ‘satisficing’; when an organisation found performance was 

good enough, the search for improvement ceased rather than proceeding to a full optimisation.  

In the same vein, Charles Lindblom in 1959 recommended a process called ‘vectored 

incrementalism’, whereby evidence was used to make small steps towards an objective, rather 

than adopting a grand plan to achieve the overall objective immediately. The use of 

performance measurement may be more useful to an incrementalist approach as the results 

would provide frequent feedback allowing for adjustments to the path taken.   

The process towards embedding performance measurement as an essential part of private sector 

management accelerated in the last decades of the 20th century.  In the 1980s, Peter Senge 

(1990) discussed the learning organisation, where groups of individuals in an organisation 

sought to understand and improve processes.  Later, Kaplan and Norton (1992) created their 

balanced scorecard whereby measurement was extended from the financial bottom line to also 

include measures of processes, customer satisfaction and innovation, as these latter are drivers 

of future financial success.   

Performance measurement and reporting has a long history in many governments, especially 

of those nations that are members of the Organisation for Economic Co-operation and 
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Development (OECD).  Early work often focused on municipalities and states, where activities 

were more measurable and performance measures could be compared across jurisdictions (de 

Lancer Julnes & Holzer, 2008).  Momentum in the international public sector towards 

measurement of activities accelerated with New Public Management (NPM) initiatives in the 

1980s.   In the UK, the Financial Management Initiative launched in 1982 was the first to 

specifically encourage development of output performance measures (Cave, Kogan, & Smith, 

1990).  Andrews, Boyne, and Walker (2006) listed several performance measurement regimes, 

including an index of measures of performance of Chinese cities, the Comprehensive 

Performance Assessment in English local government, the Government Performance and 

Results Act of 1993 in the US, the Service Improvement Initiative in Canada, the Strategic 

Result Areas Networks in New Zealand, management by results in Sweden and regulation of 

performance management and policy evaluation in the Netherlands.  Such endeavours vary 

from simply collecting and reporting performance measures as part of an accountability regime 

to, as in the Next Steps program in the UK (Carter 1989), formal linking of performance 

indicators and targets to objectives and (ultimately) resources.  The ubiquity of performance 

measurement is raised by Halligan (2007) who questions whether it is possible to envisage 

contemporary public management without due regard to performance measurement.   

Purpose and use of performance measurement  

The purpose and use of performance measurement form important context, as it feeds into two 

other concerns: (1) understanding performance measurement systems and (2) how the 

behaviour of these systems affects the success or otherwise of performance measurement.  

Understanding the purpose of performance measurement is important because, firstly, it 

strongly influences the way performance measures are used, and this in turn affects their impact 

on performance.   Secondly, as purpose is a fundamental driver of system behaviour, clarifying 

their purpose is key to understanding performance measurement systems.   

There are several dimensions to understanding how performance measures are used (de Lancer 

Julnes & Steccolini, 2015; Gill & Schmidt, 2011).  The first of these is the mode of use of 

performance measures, of which the most important types are instrumental and symbolic; this 

is discussed below.  The next dimension is to consider the end use (or purpose) of performance 

measures, for example accountability or performance improvement.  The extent of use is also 

significant (whether it is relied on, used to supplement other information, or ignored) (Thomas, 

2008, p. 179); as is the type of users, for example internal management and external 
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stakeholders.  This dimension overlaps with the others, especially the ‘end-use’ dimension.  

There is also a temporal dimension, for example measures can be retrospective, baseline, 

current or predictive (Spitzer, 2007, p. 156).  These dimensions are not fully independent; for 

example, accountability is about the past, and the type of users is closely connected to the end 

use. 

Performance measurement guidance by government agencies normally does not state the 

formal purpose, whether it is accountability, performance improvement or other purposes such 

as decision-making between alternatives,1 control, informing the public and seeking public 

legitimacy.  These purposes can conflict with each other, and stated uses are not always 

achieved. noted that potential uses can vary from direct decision-making to general 

enlightenment.  In general, it might be concluded that performance measurement has not been 

used well by decision-makers, partly because there is a paucity of good frameworks. 

Mode of use of performance measurement 

One can distinguish between modes of use, for example instrumental use, conceptual use, 

symbolic use, process use and misuse (Mark & Henry, 2004).  The most commonly understood 

mode is direct or instrumental use, which refers to using results to make decisions relating to 

the program.  Conceptual use refers to more general learning acquired by those involved in the 

review process – that is, learning that may not be put to immediate use.  Symbolic use occurs 

when the evaluation is used merely to justify the status quo or demonstrate apparent 

rationality.  Process use occurs when stakeholders (including staff) are influenced by 

participation in the review process, for example through increased familiarity with the way in 

which the organisation collects and manages information, and closer contact with managers 

and others involved in the review process.  Process use can occur at three levels: individual, 

group and organisation.  Also, process use overlaps with conceptual use; where process use 

leads to understanding, that can also be considered conceptual use.  Each of these forms of use 

has the potential to link to improved organisational performance.  Misuse, not defined by Mark 

and Henry, includes situations where managers set up the collection of measures and the 

interpretation of results to achieve personal aims rather than those of the organisation.  

Most discussions of the use of performance information address their conventional or 

instrumental use – that is, their use to provide information to decision-makers so that they can 

                                                 

1 A common example of decision-making between alternatives is the allocation of funds between organisations, 

for example, choosing grant recipients or allocating funds between health authorities. 
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take appropriate action – and this is the emphasis here.   Instances in the literature of use for 

other purposes, mostly symbolic and process use, are covered below.  There is little in the 

literature on observed misuse; this is a difficult area to study.  

Process use 

A study of uses of annual performance reports by elected decision-makers in British Columbia 

found that, despite their low use, legislators considered that the process of preparing plans and 

annual reports had value because it compelled organisations to take a more strategic focus 

(McDavid and Huse, 2012).  Similarly, Moynihan noted examples of what he called 

‘unexpected instrumental effectiveness’, such as cultural change, aiding internal 

communication and leadership development (Moynihan, 2008, p. 81); using the Mark and 

Henry terminology, this is process use.  Although there has been little reported in the literature 

on process use, it is suspected that this is because this form of use has not been looked for.  In 

the results part of this thesis, interviews showed there had been some learning through being 

involved in performance measurement.  The possibility of process use for performance 

measurement represents a research gap, but not one that is explored further.  

Symbolic purposes  

Symbolic actions are those whose main goal is to communicate with an external audience, 

rather than dealing with the underlying issue (Moynihan, 2008, p. 73).  Moynihan also saw that 

elected officials used results-based performance management systems primarily for their 

symbolic benefits (Moynihan, 2005). 

In another instance, civil service reforms were adopted as they became symbolic of good 

government rather than because they were efficient (Mucciarone 2008, p. 116). In this search 

for conformance, managers may look for performance indicators to provide a particular type 

of information to mobilise the support of one stakeholder group.  Where the real focus of the 

government is on conformance rather than performance, the requirement for high-quality 

performance measures may be more symbolic than real.  Where use is symbolic, a shift in 

managerial focus can cause attention to current performance measures to waver.  As Hawke 

(2012) pointed out, the requirement to produce performance information is much stronger than 

the requirement to produce performance; there was little evidence of an agency being called to 

account for underperformance. This is an important observation that is confirmed by the results 

from this research.  It implies a more symbolic than real use of performance information.  Some 

authors are even more dismissive; Hoque and Adams (2011) labelled such use as ‘window 

dressing’. 
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A response to pressures to conform may be ‘decoupling’, where the espoused norms are 

different to the activities.  This can show up in ambiguous outcome statements and, more 

significantly for the current study, in seeking to pervert imposed performance measures or to 

select inappropriate measures.  The latter has been observed in this research project. 

De Bruijn (2002: Chapter 3) described a situation where performance measurement may 

degenerate into a mutually satisfactory ritual.  A set of measures is produced that the 

professionals can live with, as they can distort them as necessary, and that the managers can 

use to demonstrate adequate performance to outsiders.  The managers’ planning and reporting 

cycles are divorced from the professionals’ activities. Performance measures are not otherwise 

used, and they become ineffective for steering and communication.  Although De Bruijn later 

in the book describes principles for designing performance measurement systems, these 

principles do not address this degeneration into ritual.  Such modes of usage indicate that 

performance measurement does not necessarily lead to performance improvement. 

Instrumental purposes 

Many authors have proposed sometimes extensive lists of purposes to be achieved by 

performance measurement, based primarily on their observations of the operations of 

organisations.  These purposes include judging, interpreting and describing (Funnell & Rogers, 

2011); development and control (Burningham, 1990); reporting performance, making 

decisions and implementing strategy (Frost, 2000); to evaluate, budget, motivate, promote and 

celebrate (Behn, 2003); transparency, sanctions and appraisal (De Bruijn, 2002); identifying 

competence and finding out what works (Bird et al., 2005); reporting to elected official, internal 

management and the public, resource allocation, strategic planning and monitoring (de Lancer 

Julnes, 2006); management, resource allocation and user choice (Talbot, 2008) and assessing 

whether goals are met, communicating priorities, monitoring, clarifying goals, supporting 

planning, budgeting, restoring confidence and motivating staff (Thomas, 2006).  The vast 

majority of these purposes were assessed to fall into five categories of purpose, namely (1) 

accountability, (2) performance improvement through learning, (3) decision-making, (4) 

control and (5) public information.  Some of the references above, and also by van Dooren, 

Bouckaert, and Halligan (2015) explicitly used one or more of these five terms.  Works are 

often normative in tone, indicating the types of purposes performance information can or 

should be used for rather than how performance information was used.  The distinction between 

espoused theories and theories in use was noted by Argyris (1999, p. 131).    
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The two main purposes are performance improvement and accountability.  Mackie labelled 

these types of performance management as intra-organisational (periodic internal review of 

organisational performance against performance standards, taking corrective action as 

appropriate) and extra-organisational (communicating performance for the purposes of 

governance and accountability to organisational stakeholders including government, funding 

bodies, audit agencies and the wider public) (Mackie, 2008).  It is possible that measures 

contribute to several purposes.  In particular, many measures could also be used for public 

information if that information is made public; and all may eventually lead to improved 

performance. 

The rest of this section considers the various purposes in turn, and then whether it is possible 

to combine accountability and performance improvement. 

Accountability 

A fundamental purpose of performance measures is accountability, although Christensen and 

Lægreid (2015) have questioned whether performance measurement leads to better 

accountability.  The word comes from the requirement to provide an account – that is, a story 

or explanation – of how resources have been managed and the allocated tasks executed.  Bovens 

(2007, p. 450) defines accountability as ‘a relationship between an actor and a forum, in which 

the actor has an obligation to explain and to justify his or her conduct, the forum can pose 

questions and pass judgement, and the actor may face consequences’, a definition adopted for 

this thesis.  As Thomas (2008) pointed out, meaningful performance accountability has to 

involve consequences.  Accountability is therefore more than transparency or responsiveness; 

it is also a form of control.  At the heart of the accountability process is the assessment of data 

provided against predetermined or emergent norms, where accountability forums can question 

the agent’s behaviour and the actor can use the opportunity to explain, justify, and defend her 

or his actions. Yet, quantitative analyses of this aspect of accountability are rare.  Brandsma 

and Schillemans (2013) consider three phases of accountability: (1) the level of information 

provided, (2) the intensity of discussions, and (3) the reach of sanctions.  This research project 

focuses on the level of information provided.  More recently, (Jakobsen, Baekgaard, Moynihan, 

& van Loon, 2018) characterised what they called an external accountability regime as having 

two defining features: externally determined goals and external incentives. 

The relationship between the forum and the actor can have the nature of a principal–agent 

relation, and this applies for the administrative and political accountabilities that are more 

relevant to this thesis.  Bovens (2007) lists the purposes of accountability as democratic, 
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constitutional and learning:  providing ‘a democratic means to monitor and control government 

conduct, for preventing the development of concentrations of power, and to enhance the 

learning capacity and effectiveness of public administration’ (p. 462).  In the case of learning, 

Bovens considers that accountability mechanisms induce openness and reflexivity in political 

and administrative systems that might otherwise be primarily inward looking, indicating that 

there are overlaps between concepts: accountability may not preclude learning.   

The key question in assessing political accountability is whether the accountability 

arrangements help to provide political principals with sufficient information about the 

behaviour of their agents and whether they offer enough incentives to agents to commit 

themselves to the agendas of their democratically elected principals.  By contrast, the key 

question in assessing learning accountability is the degree to which an accountability 

arrangement stimulates public executives and bodies to focus consistently on achieving 

desirable societal outcomes (Bovens, 2007). 

A different view is that external accountability is usually the starting point for the introduction 

of performance indicators, so that ‘defensive attitudes and hostility extend to all aspects of 

performance measurement’ (Burningham, 1990, p. 113).  However, this assumes that the 

requirement for accountability necessarily involves defensiveness and hostility; this may occur, 

but no evidence was adduced for its universality.  De Lancer Julnes (2006, p. 220) described 

the concept as requiring ‘performance measurement, the ongoing production of information 

about an organisation’s actual outputs and results as measured against its goals and objectives.’ 

In summary, accountability is a key purpose of performance measures.  It contains elements of 

information flow for the purpose of control and improvement, but it is broader than that as it 

defines a relationship between the provider of resources and the custodian of those resources.  

In addition to issues that surround all of performance measurement, such as the relevance and 

accuracy of the reported measures, there is a need when using performance measurement for 

accountability to have clear indicators with targets that express the intention of the owner of 

the process; these should not be set by the agency as the accountability link would be weakened.  

It is possible that the desire for accountability can cause defensive attitudes and even gaming; 

this requires establishment of a culture supportive to performance measurement or at least 

external checking of reports made. 
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Improving performance 

The improvement of performance is often considered the key reason for the introduction of 

performance measurement.  In particular, the rationalist or management by objectives model 

predicts that performance information would improve performance on the premise that what 

gets measured gets managed (Moynihan, 2006). The mechanism assumed to be in place is that 

decision makers will learn from feedback provided by performance information, leading to 

better decisions, assuming that performance information is objective, standardized, indicative 

of actual performance and understood (De Bruijn, 2002; Frost, 2000; Donald P. Moynihan, 

2005; Spitzer, 2007).  In economic terms, this is related to technical or productive efficiency: 

improving the outputs that are achieved with the same input. 

There is a consensus that a focus on performance measurement is necessary for good 

performance with three mechanisms by which performance measurement can increase 

performance (Bouckaert and Halligan 2008, p. 53–60).  The first is to increase pressure through  

budget allocations, strategic planning and personnel performance regimes linked to 

performance measurement.  However, internal pressure is thought to be less effective than 

external pressure, such as market mechanisms or quasi-market mechanisms such as vouchers 

and league tables.  The second mechanism is to increase specialisation, with the final one being 

to increase citizen involvement.  Increased involvement may increase perceived satisfaction; 

and it can provide useful input and even resources.  However, they provide no empirical 

evidence for the extent of these mechanisms. 

The existence of accurate and reliable performance indicators is supposed to lead to higher 

achievement; and a combination of indicators, targets and incentives completes the managing 

for results circle and hence should further improve performance (Boyne & Chen, 2007). 

However, measurement can demotivate staff who disagree with the targets.  A mechanism for 

this can be that the existence of measures applies pressures on managers to do better than they 

would have done without the existence of this public information (Hyndman & Eden, 2002).  

M Bourne and Bourne (2017), writing in a private sector context, established several reasons 

or purposes for performance measurement, such as influencing behaviour, communicating 

direction and facilitating learning; it is instructive that each of these purposes only indirectly 

influences performance improvement.  The ‘learning’ aspect can also apply at the policy level 

(De Bruijn 2002). 

In addition to the simple or ‘first-loop’ learning discussed above, where there are attempts to 

improve performance as measured in comparison to a defined target, in ‘second-loop’ learning, 
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the relevance of the measure and the target to organisational performance are questioned and 

improved (Argyris, 1999, pp. 127-128; pp. 151-152). 

Decision-making 

Performance measurement can be used to help make expenditure decisions, such as the 

formation of budgets.  In economic terms, this is the search for allocative efficiency.  Burke 

and Minassians (2003) described three behaviours:  performance funding (funds tied tightly to 

performance), performance budgeting (performance considered as one element when 

legislators decide budgets) and performance reporting (periodic reports provided, but no formal 

link to funding).  Australian regimes fall into the third category. 

In the budget context, decision-making modes include performance-based budgeting (a 

mechanistic relation of measures to budgets) and performance-informed budgeting, a more 

nuanced description of its influence.  Forming budgets is not a single event but a process, 

encompassing budget drafting, budget approval, budget execution and budget review, with 

performance measures able to assist in each of these stages (Joyce, 2011).  For example, 

Managing for Results was a US program intended to link strategic planning to resource 

allocation and to consider both in measuring public performance; and to produce information 

that is appropriate to decision makers’ needs (Moynihan & Ingraham, 2003).     

There is little belief that the addition of performance information will completely transform 

previous patterns of decision-making (Moynihan, 2006).  In the private sector, poor 

performance leads to failure to compete in the market, so that even without formal performance 

measurement, lack of performance has an impact.  There have been attempts to translate this 

concept to the public sector.  Boyne (2003) noted that transactions through markets work better 

when the number of suppliers is high and information costs and asset specificity are low. When 

the reverse conditions apply, service provision through a traditional public-sector monopolist 

is likely to be a better alternative.  

 In conclusion, the search for allocative efficiency in government requires that there is an 

alternative provider.  If a social welfare department is underperforming, but the government 

has an objective of improving social welfare, then, assuming there is only one social welfare 

department, funding must continue, and maybe even increase, in order to deliver outcomes 

despite the poor performance.  Performance information can be used to inform decision-making 

where there are alternatives, such as choice of competing grantees or contractors.   
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Control 

This purpose refers to the situation where management has specified a firm target to be 

achieved, and any discrepancy from this target is acted on. It is therefore a narrower concept 

than accountability and tends to be less common in the public than the private sector.  It derives 

more from industrial processes where, for example, any discrepancy in the size of ball bearings, 

smaller or larger, than the target size, is of great concern.  One example from the public sector 

might be the speed at which patients characterised as critically ill are seen by a hospital 

emergency department.  The implication is that measurement is precise, frequent, well 

understood and acted upon quickly to restore performance to be within acceptable parameters.   

The management accounting literature provides some insights into the use of performance 

measures for this purpose.  For example, Merchant and Van der Stede (2012) see performance 

measurement as a tool for management control, which in turn is seen as the back end of the 

management process (after setting objectives and formulating strategy).  One approach is 

‘results controls’ – setting measures and targets for groups and individuals that reflect the 

desired results.  Use of a controls approach implies that there is a clear definition of a desired 

level of performance, and management can and does control actual performance so that it meets 

the desired level.  

Addressing both accountability and improvement 

A common perception is that use for accountability and improvement are incompatible – for 

example, that using performance measures for judgement can create hostility – while use for 

performance improvement can motivate (Spitzer, 2007).  Similarly, there is a hypothesis that 

the production of adverse effects is correlated with the quest for precisely calculable means of 

control (Gregory, 2007).  McDavid and Huse (2012) conclude from the literature2 that publicly 

reporting performance results might undermine efforts to use that information to improve 

performance; further, van Dooren et al (2015, p. 135) stated that ‘once a measurement system 

is used for the harder purposes such as account giving, it can no longer be used for softer 

approaches such as learning.’   

Performance measures can be designed to control local delivery, improve accountability, 

compare organisations’ performance, and influence behaviour and action in order to improve 

                                                 
2 They refer to Behn (2002), Bevan and Hood (2006), Bouckaert and Halligan (2008), Coulson (2009), De Bruijn 

(2007), Dubnick (2005), Hood and Peters (2004), Moynihan (2008) and Radin (2006).  Fear of failure can 

undermine even balanced risk-taking necessary to develop new approaches to policies and programs (Moynihan 

2008, Thomas 2004a, Thomas 2007).  
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public services.  Micheli and Neely (2010) found that the English local government 

organisations they reviewed tried to fulfil too many of these roles at the same time, leading to 

confused messages and counterproductive approaches to performance measurement and 

management.  De Bruijn (2002, p. 115) felt that the more purposes to performance 

measurement  – for example transparency, learning, appraising, sanctioning, comparing – the 

less its usefulness; because there were stronger incentives to pervert.  If these mechanisms are 

operative, then that is a potential explanation for the failure of accountability-based 

performance measures to improve performance.   

A survey of Australian Commonwealth organisations indicated that legal requirements, 

compliance with external requirements and external reporting were among the major influences 

on performance reporting, indicating an emphasis on accountability as a purpose over 

performance improvement (Hawke, 2013).  Based on work by the ANAO, Hawke (2012)  

reported that there was limited use of publicly reported indicators for operational management.  

For the Commonwealth government in Australia, the strong design and implementation role 

played by the Department of Finance led to the system being built for budget planning and 

accountability, rather than for the benefit of organisational management.  Control of changes 

to outcome definitions by Finance provides for consistency for budgeting and accountability 

but can limit the value of the information produced for managing agency performance.  If these 

observations are correct, then the emphasis on accountability in Australian jurisdictions is a 

potential explanation for the lack of ability to increase performance. 

Several authors, however, consider that dual uses are possible.  Guijt (2010) approaches this 

from the view that accountability is one form of organisational learning, and that therefore 

these two objectives of performance measurement can be made compatible.  Similarly 

Moynihan (2008, p. 181) stated that top-down learning forums such as the CitiStat program 

seek both accountability and problem-solving: officials, knowing they will have to confront 

tough questioning based on the performance measures, need to prepare by prior learning.  This 

applies in Australian governments where officials may be called to explain results before 

parliamentary committees; they need to be fully prepared on all aspects of performance, even 

if not all issues are raised by the committee.  However, this preparedness may amount to a 

defensive routine rather than organisational learning.  It can also be considered an example of 

process use.  (Jakobsen et al., 2018) suggested the use of an approach between that of external 

accountability and relying on professionalism, namely institutional learning:  this involves 
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more professional independence in setting goals, while still having accountability to reach 

those goals     

One way of trying to combine the two uses is through the concept of performance-based 

accountability, or accountability for results.  Bouckaert and Halligan (2008) noted that the 

conventional meaning of accountability in governments often relates to conforming with 

processes and procedures, and the concept of accountability for results is new, leading to a need 

to design appropriate accountability systems for improving performance.   

Radin (2006, p. 269) stated that motivations for accountability included improving 

effectiveness and efficiency of current programs and meeting customer needs.  The latter two 

purposes imply that what is labelled accountability sometimes performs wider, performance-

related functions. 

In summary, there are challenges in using measures primarily designed for accountability 

purposes to also achieve performance improvement.  Some of these are intrinsic, where the 

design of measures is directed to informing stakeholders of performance rather than having the 

precision that might be required for improving performance.  There can also be different 

timescales; accountability is usually on a fixed schedule (e.g. annual reporting), whereas 

improvement, depending on the nature of the business, may be achieved over much shorter or 

longer cycles.  Other challenges arise where measures may be corrupted to avoid accountability 

consequences, rendering them useless for performance improvement.  But, if corruption is 

avoided, through either good design, good culture or adequate checking, if measures are 

designed cooperatively  and the potential for confused messages is avoided through clear 

communication from leaders, then both functions can be achieved.  There are also different 

processes used to assess these two purposes.  Accountability is assessed through an audit 

process, whereas performance improvement is often determined through evaluation. 
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Chapter 3  Literature review 

We promise according to our hopes and perform according to our fears 

Francois de La Rochefoucauld 

This chapter addresses the literature relating to the specific topics of this thesis: what is the 

overall quality of performance measurement in government bodies; how is this quality affected 

by the type of organisation and jurisdiction; what other factors affect quality of measures; and 

whether performance measurement can improve performance within government 

organisations.  The emphasis is on government, but some private sector writings are also 

included.  The focus in this chapter is on empirical findings, although some authors have also 

searched for patterns in, or theoretical underpinning for, their findings.   

This review of the literature proceeds broadly from the more general issue to the more specific.  

It commences with performance measurement systems: how they are characterised, what the 

elements are, how they interact and how these systems perform. Next is the addressing of some 

more specific issues in the literature: the impact of organisational type and the impact of 

jurisdictions on performance measurement.  The extensive criticisms of performance 

measurement are categorised and reviewed, and the literature on the impact of performance 

measurement on performance is then assessed, including an analysis of the extent of use of 

performance measurement, for if measurement is not used, it cannot have any impact. 

As noted in Chapter 1, one of the inspirations for the thesis is the observation that performance 

measurement in Australian governments has considerable problems in the form of poor quality 

measures and lack of use to improve performance.  The literature on explanations for 

performance measurement failure, discussed in this chapter, is a key resource towards 

understanding the reasons for these failures. 

Performance measurement systems 

This section focuses on the nature of performance measurement systems, broadly broken down 

into considerations of what activities are involved and how they interact, how the system can 

be characterised, how it develops over time, and how it interacts with other management 

systems.  Discussion of principles of systems thinking is postponed to the next chapter, on 

theory.  The literature is used to answer as far as practicable the fifth research question that 

seeks to describe the primary characteristics of performance measurement systems. 
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Definitions of performance measurement systems 

There is a lack of consensus in the literature on how to define a performance measurement 

system.  The definitions found were a combination of the features of the performance 

measurement system, the roles that the performance measurement system plays and the 

processes that are part of the system.  There was consensus on only two features: performance 

measures and objectives.  There was some consensus that roles included strategy 

implementation, focusing attention, internal communication, measuring performance and 

progress monitoring.  The only process with some consensus was providing information 

(Franco-Santos et al., 2007).  

The performance measurement system can be considered as including planning (selecting and 

defining the measures to collect), collecting, analysing, interpreting and reviewing the entire 

process (Spitzer, 2007).  Spitzer also included steps related to taking action on the results, 

which is not included here as part of performance measurement.  Speklé and Verbeeten (2014) 

did not describe components, but focused on the use of performance measurement systems; 

they identify provision of incentives, operational monitoring and exploratory use.  Similarly, 

Kennerly and Neely (2003) suggested that a well-designed performance measurement system 

will have sound processes, skilled people, flexible systems for collection, analysis and 

reporting of data, and a measurement culture within the organisation.  Moynihan defined 

performance management as ‘a system that generates performance information through 

strategic planning and performance measurement routines and that connects this information 

to decision venues where, ideally, the information influences a range of possible decisions’ 

(Moynihan, 2008, p. 5). 

For the purpose of this thesis, a definition is chosen based on the above discussion and the 

content of this thesis:  A performance measurement system consists of the activities, resources 

and interactions that together define, collect data on, analyse and report on performance 

measures.  This definition does not include management action in response to performance 

measures; the necessity of this is implied, but is not addressed in the current work, which 

focuses on performance measurement rather than the wider field of performance management. 

Characteristics of performance measurement systems 

In addition to the purpose and use of the performance measurement system, characteristics of 

a performance measurement system include (Bird et al., 2005; De Bruijn, 2002; Frost, 2000; 

Mucciarone, 2008; Spitzer, 2007):   
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• ownership of the performance measurement system.  This is defined as the body that can 

choose to abolish the system, and can be at the jurisdictional, organisational or sub-

organisational level. 

• environment.  For example, the organisation may operate in a contested field with 

significant public input, or it may be an uncontroversial provider of services to the rest 

of government. 

• internal mechanisms.  These determine how the performance measurement system is 

designed, coordinated and resourced.  Major factors here are the degree of centralisation 

of performance measurement, the level of management interest and the amount of 

investment. 

• periodicity of reporting, both for internal and external audiences.  The most common 

interval is annual, but some cases are longer, such as the five-yearly state of the 

environment reports (Australian State of the Environment Committee, 2011), and some 

key operational performance measures are reported locally on a weekly basis (Auditor-

General of the ACT, 2010). 

• whether targets for the measures are specified, and if so, of what type.  For example, 

targets can be absolute, expressed as a comparison with the previous year’s result, based 

on a comparison with like organisations, or qualitative. 

• whether there is independent review of performance measures.  In a government context, 

this is usually provided by auditors-general, but can come from other sources such as 

finance departments. 

• quality of the performance measurement system.  The components contributing to a 

performance measurement system include physical resources such as data bases, staff 

and financial resources supporting the collection, analysis and reporting of performance 

measures, and organisational resources such as directives, policies and training related to 

performance measures.  There can be large variations in the quality and quantity of these 

components, and also in their reporting obligations, that is, how they are arranged within 

the organisation (de Lancer Julnes & Holzer, 2001). 

Organisational attributes that can affect performance measurement systems, and how such 

systems change, include purpose or task (e.g. service delivery, regulation or policy advice); 

visibility of outputs and outcomes; the availability of skills, resources and data to support 

performance measurement; whether the organisation is stable or dynamic; and finally whether 
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the organisation uses a devolved, collegiate or individual leadership (Bouckaert & Halligan, 

2008; De Bruijn, 2007; Department of Finance and Deregulation, 2010; Neely, Gregory, & 

Platts, 2005; Radin, 2006; Spitzer, 2007; Tanner, 2008; van Dooren et al., 2015; Van Thiel & 

Leeuw, 2002; Westin, 1998a; 1998ba; Wilson, 1989).  

Influences on performance measurement systems 

Little was found in the literature on factors that influence the development of performance 

measures or performance measurement systems.  Spitzer (2007, p. 57) defined a set of 

characteristics of organisational climate considered to affect performance measurement.  Of 

these, he listed some as more relevant, namely openness, trust, collaboration, customer-focus 

and flexibility.  These dimensions are important, but Spitzer claims without evidence that there 

is one choice within each dyad (e.g. controlling versus collaborative decision-making) that is 

‘best’.  Also, it may not be within the remit of the performance measurement function to change 

the organisational climate substantially.  In this case, the design of a performance measures 

system has to work with the prevailing climate rather than reform that climate.   

Powerful external stakeholders, such as parliamentarians, press and the public, have a 

significant influence on culture and behaviour and hence on performance measurement 

systems.  Performance indicators are not a key issue among these groups, as discussed in the 

section on ‘use’ in the previous chapter.  A UK expert group (Bird et al., 2005) recommended 

that high priority be given to sponsoring well-informed public debate. 

A study that addressed factors that influence the types of performance indicators reported by 

Australian federal and state government departments showed strong support for a relationship 

between the oversight bodies (audit offices and financial management departments such as 

Finance or Treasury) and the disclosure of financial performance measures in departments’ 

annual reports (Mucciarone, 2008). The results also showed that the Office of the Auditor-

General had a significant positive impact on the disclosure of financial performance indicators, 

while the Treasury had a weak impact. 

One important mechanism is the provision of incentives for good performance and for good 

performance information.  Incentives for good organisation-level performance (as opposed to 

individual performance incentives) are rarely observed in the literature.  There are 

circumstances in which good performance may attract no benefit (De Bruijn, 2002).  Moynihan 

(2006) went further, stating that few believe that the addition of performance information will 

transform previous patterns of decision-making on budgets.   
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Like any human activity, performance measurement is subject to individuals and groups 

seeking to use it, abuse it, ignore it or prevent it in order to advance their interests.  Sound 

performance management systems need to be aware of these forces and have strategies to deal 

with them.  Radin (2006) for example, distinguished between those with different agendas 

varying from those who wish to use information to eliminate programs to those who are 

concerned with accountability.  

Dynamics of performance measurement systems 

A key characteristic of a system is how it changes.  This subsection focuses on changes at the 

system level, noting that such changes are often revealed through changes to performance 

measures.  It therefore also considers how performance measures change and develop over 

time, what drives such changes and how changes are implemented.  Systemic influences 

include overall incentives for performance measurement and the impact of forces such as 

external review.   

There is little to be found on this topic in the literature.  As Pollitt, Harrison, Bal, Dowswell, 

and Jerak-Zuiderent (2007) observed, ‘What it [the existing literature] less often does is to 

analyse the social, professional and political contexts in which measures are (continually) 

created and changed’ (p. 12) and ‘there have as yet been few empirical studies of the 

longitudinal development of PI regimes’ (p. 3).  Their work in UK and Dutch health services 

found that the evolution of performance measurement systems had not been planned or 

designed, nor did it remain stable over time.  For these two systems, a moment of crisis was 

often the progenitor of significant change, but the embedding of new systems was likely to be 

a long process; around ten years.  However, change does not necessarily mean improvement: 

‘it would be quite unwarranted to assume that performance measurement systems become more 

coherent and focused over time’ (p. 9).  Of course (and as recognised by Pollitt) it is difficult 

to generalise from an analysis of two advanced jurisdictions and one high technology, 

professionalised and politically sensitive type of service delivery.  Pollitt concluded by calling 

for a strong temporal aspect to research and an understanding of the need to identify key players 

in the performance measurement community. 

In designing performance measurement systems, starting with an approximate set of measures 

can be effective.  As Pollitt (Cave et al., 1990, p. 173) suggested, resources and energy to 

improve outcome indicators come from an existing debate about results rather than the other 

way round.  Van der Knaap (2006) considered the paradoxical nature of the dynamics of 
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performance indicators:  on the one hand they are ‘frozen ambitions’ (as they record firm 

targets for a particular period), yet on the other they must facilitate dialogue and learning.   

One method of considering dynamic effects is to assess what might require a performance 

measurement system to change.  In a private sector context, this was assessed by Salloum, 

Wiktorsson, Bengtsson, and Johansson (2010), who focused on the need for performance 

measures to respond to strategic changes, with improvement in a static environment being of 

lesser importance.  Länsiluoto and Järvenpää (2010) categorised factors that improved the 

performance measurement system in a firm as motivators (external environmental forces), 

catalysts (external forces specific to the organisation) and facilitators (resources).  Likewise, 

barriers could be confusers (e.g. lack of definition of purpose for the change), frustraters 

(opponents of the change, or more generally a negative organisational culture) and delayers 

(lack of resources or data).  Other factors, which can be positive or negative, are momentum 

and leadership.  In the case study, the overall length of time from the decision to implement 

the change to institution of the performance measurement system was about ten years.  Change 

factors can themselves change during the reform; in particular, culture can be changed. 

Reviews can be a driver of change, but even when formal review requirements are stated, they 

may not be carried out.  The ANAO reported that despite requirements for entities to advise 

the Department of Finance if there were any changes to their key performance indicators 

(KPIs), Finance had not been contacted and did not review the KPIs developed by entities 

(Australian National Audit Office, 2011). 

There is a view that performance measures tend to degenerate over time. Van Thiel and Leeuw 

(2002) see the reasons for this as a tendency for performance scores to equalise over time as 

either all parties become good performers, performers learn to game the system, or poorer 

performers are replaced.  In addition, differences in performance may be ignored.  This is in 

the context of comparing performance, for example through league tables of schools or 

hospitals.  In response to these authors, it is pointed out that as performance improves, it 

becomes possible to increase targets and therefore restore the discrimination of the measure.  

Van Thiel and Leeuw accept that degeneration is reinforced when indicators do not change.  

Woelert, following on from Pollitt, labels the change as escalation: a practice whereby starting 

with a dependence on measurement can lead to increasing the range and extent of measurement 

and its use for tighter control (Woelert, 2015).  Burningham (1990, p. 138) described a vicious 

cycle inherent in performance measurement systems: crisis – intervention – agenda – criteria – 
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choice – attention – improvement – gaming – distortion – proliferation – formalisation – disuse 

– crisis.   He added that review of indicators helps to prevent this vicious cycle. 

Perverse effects may over time force out beneficial effects, and become resistant to reform (De 

Bruijn 2002, pp. 41-44).  Systems tend to freeze.  After the significant amount of effort and 

time to initiate a measurement system, there is not much will for continued adaptation; further, 

any adaptation also takes considerable time.  If the performance measurement system is the 

result of a negotiated political settlement, and the views of the political actors stay the same, 

so will this system.  Adding new measures to reflect new activities can increase complication, 

and resistance to this also has a ‘freezing’ effect.  Finally there may be a network of 

stakeholders around the system: those responsible for managing and operating performance 

measurement, and those using performance measurement from the outside to criticise.  But 

there is a countervailing force to that raised by De Bruijn: an active group of supporters may 

wish to modify, extend and increase resources for performance measurement and not 

necessarily be a conservative influence.  Similarly, reliance on a performance measure can lead 

to it not being improved, and therefore remaining poor (van Dooren, De Caluwe, & Lontu, 

2012). 

Courty and Marschke (2003) took an econometric approach by developing equations 

describing a two-period system where a decision-maker could choose between low distortion 

and high-distortion measures.  They observed, for a long-term US job training program, 

degradations of performance measures over time as they were corrupted, together with 

managers responding with the occasional replacement of a poor measure.  They also pointed 

out that considering the correlation of a potential performance measure with the organisational 

objective may not be the best way of choosing a new measure, as it can be corrupted once it 

does start to be used.  Courty and Marschke do give some insights, but they consider only a 

few factors and in only a simple manner, possibly due to the need to represent the factors in 

econometric equations.  

As performance measurement systems sometimes degenerate, measurement frameworks 

themselves need to be checked and updated (Frost, 2000, p. 78; Spitzer, 2007, p. 102).  A UK 

review team (Bird et al., 2005) recommended independent scrutiny of performance 

measurement procedures as a safeguard of public accountability and methodological rigour.  

Performance measures may also need to change to reflect changes to products, the amounts 

produced and changes to the performance measurement system itself (De Bruijn 2002, pp. 109–
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112).  This latter may include changing how it is audited, how it influences funding and how 

results are benchmarked.   

There are two main mechanisms for changing performance measures: top-down mandating or 

bottom-up proposals from staff.  There is a potential conflict between bottom-up development 

of performance measures, with the buy-in and commitment that this implies, and organisational 

or jurisdictional consistency.  A Scottish review (Mackie, 2008) recommended the latter.  

Neely et al. (2005) addressed this conflict in their definition of the steps necessary to produce 

a performance measurement system.  These steps include defining and agreeing on the mission 

objectives and each area’s role in achieving the objectives, developing performance measures 

capable of defining and communicating overall performance, then establishing local 

performance criteria for each functional area that are still consistent with strategic objectives.  

The overall performance measurement system can then be used not only to locate problem 

areas but also to assist in updating strategic objectives.  In addition, the performance 

measurement system should be re-evaluated periodically.  The process of reviewing a 

performance measurement system can be conducted at several levels: reviewing targets and 

standards; developing new measures; reviewing and revising the complete set of measures; and 

using the performance results to challenge the strategy (Mike Bourne, Mills, Wilcox, Neely, & 

Platts, 2000).  

Success factors for performance measurement systems 

Performance measurement systems can be analysed by first considering what performance 

measures are used, what they are used for, and their costs and benefits (Neely et al., 2005).  

Then the overall system can be analysed by reviewing whether all elements (internal, external, 

financial and non-financial) have been covered, whether measures can address rate of 

improvement and both long- and short-term objectives and finally whether measures are 

consistent with each other.  At the highest level, the system is analysed for whether measures 

reinforce strategies, match organisational culture and are consistent with the recognition and 

reward structure. 

Hawke (2012) identified six factors that influence the success of performance measurement 

systems: external, structural, managerial, technical, cultural and behavioural factors.  External 

factors include all the influences outside of the public sector, the most important of which is 

political factors.  Structural factors relate to the legal, regulatory, institutional and 

organisational structure within which performance management operates.  Managerial factors 
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reflect the role of managers in leadership, change management, adherence to policies, 

administration and control.  Technical factors derive from the design of performance 

management regimes, the capacity of public officials to implement the arrangements, and 

achievements such as quality of measurement and reporting.  Cultural factors refer to inherent 

values and include institutional, operational and societal cultures. Culture affects the way in 

which performance management is internalised and applied.  Behaviour is distinguished from 

culture in that it relates to how people respond to the performance management system for 

example, what people choose to measure and how they respond to the results. Behavioural 

effects include the strong, and often perverse, effects deriving from what people do to achieve 

or avoid the constraints placed on them through performance expectations.  He concluded that 

for the Australian government, external, structural and technical factors were effective, leading 

to incremental improvement but that managerial, cultural and behavioural tools have not been 

used to improve the system. 

Success factors for performance measurement include quality of indicators, analytical 

competencies and political support (Bouckaert & Halligan, 2008, pp. 64–65).  They also point 

out that cost–benefit of performance measurement systems is asymmetric; costs are 

unconditional, tangible and immediate, but benefits are conditional (depending on effective 

use), intangible and scheduled for the future.  The need to manage abuse and dysfunction can 

add to costs; and they recognise that a cost–benefit analysis of performance management may 

be negative.  Similarly, (Jakobsen et al., 2018) reported uncertainty that performance 

management was cost-effective.  Frequency of measurement is also a key characteristic of 

performance measurement systems.  There is a need to distinguish between frequency of 

measuring and frequency of reporting.  An automatic system may measure every day, and a 

general statistical knowledge of the degree of fluctuations may be of interest, but the outcome 

may not need to be acted on each day.  That will depend on expected rate of change, and the 

significance of the measure  (Frost, 2000, p. 60). 

Wouters and Wilderom (2008) tested whether a development process that is characterised by 

being experienced-based, allowing experimentation, and building on employees’ 

professionalism is likely to result in a performance measurement system that is perceived as 

enabling work (rather than used by management for control).  They suggest that this approach 

to organisational change is more likely to be successful as it involves a process of relatively 

small changes, such as reconfiguration of existing successful practices and systems rather than 

the creation of new practices and systems.   
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Better practice for performance measurement has been summarised as including a clear 

expression of outcomes; a strategic business plan; adequate tools and techniques; definition of 

targets; sound implementation including measuring, verifying and communicating results; 

review and evaluation of the performance measurement system; and ongoing commitment at 

all levels (Mackie, 2008).  The success of a performance measurement system can also be 

influenced by the way in which it is implemented.  Key features for successful implementation 

reported in the literature included clarity in objectives, clear governance, adequate resources, 

skills and stakeholder support, communication with staff and ability to review (Burningham, 

1990; Coulton, 2007; Coursen, 2012; De Bruijn, 2002; de Lancer Julnes & Holzer, 2001; 

Grizzle & Pettijohn, 2002; Mackie, 2008; Pollitt, 1990; Spitzer, 2007) . 

Implementation can also be affected by inadequate resources, personnel or data and lack of 

time or expertise to define, analyse and report on performance measures (Schacter, 2002; Van 

Thiel & Leeuw, 2002).  Spitzer (2007) noted there can be resistance to measurement because 

of its onerous nature, together with lack of resources and experience. Schacter described the 

trade-off between meaningful results and results for which data can be collected at relatively 

low cost and effort (Schacter, 2002); Radin (2006) noted that numbers and information were 

not always available, could be costly and were sometimes value-laden. 

In summary, empirical findings on performance measurement systems are not consistent or 

conclusive.  Many authors, especially those studying the private sector, provide advice on 

desirable characteristics of performance measurement systems, but without evidence.  

Nevertheless, observations on the forces affecting these systems, and on consequences such as 

extent of use or types of misuse, are helpful.   

Some authors have addressed the issue of how performance measurement systems change.  

There is a general view that the change is often one of degradation, with mechanisms put 

forward but little strong evidence.  The advantage of review mechanisms for performance 

measurement systems appears clear, but, again, there is little evidence put forward.  

Measurement of the quality of performance measures 

Quality is an important attribute of successful performance measurement, and many works 

(several of which are analysed in detail in Appendix A) discuss desirable attributes of quality.  

These attributes are analysed in Chapter 4 and Appendix A, which describes how a rubric for 

assessing quality was constructed.  The previous section on performance measurement systems 
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discussed some trends that might be expected in performance measurement quality in a general 

sense, for example, that there are influences that would cause a decay in quality.   

However, a search of the literature found no papers reporting on measuring the quality of 

performance measures, either at a specific time or as quality changed over a period.  There was 

nothing found that analysed the level of quality, how that quality was changed over time or 

what were the drivers for these changes in quality.  This is a major gap that is a justification 

for the current research. 

Impact of organisational type on performance measurement 

Different organisations produce different types of product (e.g. tangible or intangible).  

Bouckaert and Halligan (2008, pp. 82–83) point out that measurement of tangible services like 

refuse collection is easiest (counting things); then human services such as education and 

medical treatment (counting people), where the input–output–outcome chain is more difficult 

to operationalise; and then processing ideas (information and policy advice).  They note this is 

similar to Blankart’s division between ‘inspection goods’ (products), ‘experience goods’ (e.g. 

auditing, meteorology) and trust goods (e.g. courts, diplomatic services).  

Do governments provide products and services, as De Bruijn (2002, p. 3) states, or is the role 

different, related to control issues such as providing a legal and regulatory substrate on which 

other activities can be built?  For example, can a court be assessed by the number of judgements 

it passes?  The mere existence of the court and the possibility of sanctions it might apply could 

be the real ‘product’, leading to difficulties in measuring regulatory activities.  Implications, 

especially for assessing performance measures of regulatory authorities, are discussed later in 

the results chapters.  

Some arenas of government administration, typically those that provide a direct service to the 

public such as state and territory health departments, are more amenable to measurement and 

have developed a history and culture of evidence-based decision-making.  Others, such as 

central policy departments and those that pass on funding to other agencies, have a more 

difficult task in defining useful measures.  They may adopt a culture that prizes argument, 

political deal-making, consistency and communication over measurement.  A third group, such 

as education and justice, tends to fall between these extremes – adopting measurement in some 

areas while being wary of its wide application. 
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James Q. Wilson put forward a typology of organisations depending on whether outputs and 

outcomes are observable (Wilson, 1989, pp. 158-171): 

a. both:  a production organisation (e.g. postal, taxation and social security 

organisations). 

b. outputs only observable:  procedural organisation (e.g. medical facilities, 

rehabilitation, peacetime defence) 

c. outcomes only observable:  craft organisation (e.g. armies at war, compliance 

inspectors, construction supervisors) 

d. neither observable: coping organisation (e.g. police, diplomats) 

Wilson provided a caveat that these categorisations were based on observation rather than 

theory and were not necessarily precise.  Nevertheless, this typology has been widely used; for 

example Lonti and Gregory (2007) found that New Zealand government organisations with 

observable outcomes have higher retention of performance measures. 

Of particular interest are the conditions where outputs or outcomes are not easily observed.  

Outputs may be difficult to observe because the outputs are esoteric, such as a doctor 

performing a diagnosis; or they are simply out of sight, for example a forest ranger working in 

a forest.  Outcomes can be hard to observe they are difficult to measure, such as suicide 

prevention; or because the outcome depends on other factors in addition to the intervention 

(attribution problem); or because of long delays.   

Even the apparently straightforward production organisations can have classic performance 

measurement issues such as easily measured functions displacing those that are more difficult 

to measure, and staff shirking work or subverting the measure.  In procedural organisations, 

where outcomes are uncertain, there needs to be better control than relying on professionalism; 

as Wilson (1989, p. 164) says, ‘Putting the fig leaf of professionalism over the nakedness of 

unknown outcomes will not fool anybody’.  Craft organisations tend to rely on small-group 

ethos or professional responsibility to control behaviour.  In coping organisations, managers 

try to hire good people and provide good conditions without a clear idea of what ‘good’ is.  

Complaints or, in a contestable environment, loss of customers provides an indication that there 

is a problem without a clear indication of what the problem is (the complaint may not be 

justified). 

A very similar typology was used by van Dooren et al. (2015, p. 3) to consider whether 

performance is achieved through quality of achievements or quality of actions, or both: 
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a. both:  performance as sustainable results 

b. quality of action only: performance as competence or capacity 

c. quality of achievement only:  performance as good results 

d. neither: performance as production (focus on tasks) 

Westin (1998a) took a different approach, dividing organisations according to whether 

objectives were performance-related or fiscal; whether the program was stand-alone or 

supporting state and local activities; or whether it supports a single activity or diverse activities.  

In a later report, Westin (1998b) found that programs with a single national focus had clearest 

accountability but least flexibility, and conversely for those providing funds to local programs.  

Radin (2006, pp. 45-46) referred to the Lowi typology of policies that differentiates between 

redistributive, regulatory and distributive policies.  

The Australian Department of Finance and Deregulation (2010) put forward effectiveness 

indicators for particular types of programs, as summarised below: 

a. supporting programs: that support individuals through the provision of benefits 

b. assisting programs: that provide goods or professional services to assist individuals.  

c. educating programs. 

d. advising/informing programs  

e. regulating programs 

f. protecting programs 

However, the effectiveness indicators presented for each program type were mostly measures 

of process rather than effectiveness, and at best related to intermediate outcomes. 

Bouckaert and Halligan (2008, pp. 79–80) discuss the routine – ambiguous dimension.  Routine 

jobs have sound measures of outputs, but ambiguous ones, such as policy advice, should be 

measured by project progression indicators. 

This part of the literature survey indicates that different types of organisations have different 

challenges with respect to devising and reporting high-quality performance measures.  Those 

with more measurable or observable outcomes and outputs are more likely to be able to produce 

good performance measurement, although there are still difficulties for such agencies. 

Influence of jurisdictions on performance measurement 

One significant issue is the level at which performance measures apply – at the national, sub-

national jurisdiction, organisation or sub-organisational levels.  The focus in this thesis is on 
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performance measurement at the organisational level, rather than at the national or 

jurisdictional level, though it is worth noting that Bouckaert and Halligan (2008) found that 

micro-performance (for individual agencies) does not result in meso performance (across a 

policy field) as performance measures do not roll up to the next level in the hierarchy.   

References to jurisdiction in the literature are mostly concerned with comparisons between 

entities such as local governments or states in order to compare performance, or to discussions 

of the difficulties of articulating performance measures from one jurisdictional level to another.  

There is also some reference to policy diffusion between jurisdictions, for example (Head, 

2015) and the need to compare practice with other jurisdictions in order to improve 

performance measurement; however, in the latter case, only government references were found 

(ACT Audit Office, 2018a; Australian National Audit Office, 2013; Commonwealth Financial 

Accountability Review, 2012; KPMG, 2017; Victorian Auditor-General, 2010).   

Comparative work on performance measurement system differences between nations can 

illuminate the different patterns of development (e.g. (Bouckaert & Halligan, 2008; Halligan, 

2017b, forthcoming).  However, trans-national differences have a wider range and history of 

separate development than differences between sub-national jurisdictions and it is difficult to 

ascribe causes or influences to the decisions to adopt the different mechanisms, although some 

attempts have been made.  Halligan, Sarrico, and Rhodes (2012), building on the analysis by 

Bouckaert and Halligan (2008), identified that a ‘public interest’ administrative culture helped 

speed development along the path to higher levels of performance governance compared with 

the alternative of a Weberian culture focused on the law.  Additional factors included the 

existence of a political or economic crisis, citizen trust, democratic tradition and progress in 

public sector reform.    

A comparison between the Australian and Malaysian approach to performance measurement 

(Mucciarone, 2008) found in both jurisdictions that the level of influence of the Auditor-

General (Accountant-General in Malaysia) did affect the extent of release of performance 

information, but that other oversight bodies such as the minister, the treasury department or 

lobby groups had no such effect.  A comparison of performance management systems in 

Malaysia and Italy (Bianchi & Xavier, 2014) found that centralized governments are more 

adept at performance management than decentralized governments; however, formal units 

supporting the planning and control process are not necessarily beneficial to the performance 

of a performance management system (PMS); and nor did legislation prescribing the adoption 
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of a formal PMS guarantee success.  They also found little explicit link between resources 

expended and performance evaluation over the longer term. 

Primary task characteristics and national characteristics were reviewed by Pollitt (2005) as part 

of a study in four executive agencies in each of four European states (UK, Netherlands, Sweden 

and Finland) of whether performance measurement influenced top management and was used 

by ministries.  Taking a historical institutionalist view, Pollitt pointed out that national culture 

exerts persuasive influence on the way things are done.  Characteristics such as majoritarian 

government (enabling rapid changes in policy) and the extent of individualism and acceptance 

of uncertainty would be expected to increase introduction and use of performance information 

reforms.  Organisational characteristics such as measurability, political salience and materiality 

would be expected to affect performance measurement use at the organisation level.  Pollitt 

found a general trend to more formalisation and more use, with the use being mostly at the 

senior management level rather than at ministries.  Setting of measures and targets is usually 

driven by the experts within agencies, except where the technology is relatively simple, such 

as benefits payments, where politicians have more interest and capability in steering.  Linkage 

with other systems, such as finance and planning, were variable – generally tighter in the UK 

than elsewhere.  Steering by indicators was generally light in the Nordic countries, with a 

higher focus on good relations with the parent ministry and steering by other means.  Another 

key observation, confirmed in this thesis, is that political interest is in problems rather than 

performance.  With respect to quality of measures, Pollitt noted that few agencies subjected 

their non-financial performance data to regular external validation. 

There is some discussion in the literature that smaller jurisdictions are less well placed to 

resource performance measurement (Ho, 2011; Lu, Mohr, & Ho, 2015).  Lu et al. also reported 

that the jurisdictional factor ‘political support’ was mentioned in 51% of the articles reviewed 

and legislative support in 30% of the articles.  However, analysis of frequency of mentions in 

the literature does not in itself indicate the strength of the causative factor, or even whether it 

is positive or negative. 

State-wide managing for results systems are often disappointing, but their introduction can be 

a significant factor in positive outcomes at the agency level.  Such state-wide systems can also 

contribute to organisational learning, but usually only contribute to single loop rather than 

double loop learning as bureaucrats will figure out a way to achieve organisational goals but 

not to challenge them.  An exception in the US state of Vermont was due to a culture of 
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openness combined with the mandated managing for outcomes strategic planning system 

(Donald P. Moynihan, 2005). 

Ingraham and Moynihan (2001) studied how performance information is used in public 

decision making. Their study of executive branch government officials in the 50 states of the 

US showed that leadership by the Governor and accessibility of information were significant 

factors.  They also found the credibility of performance information increased when there was 

a performance auditing function (including the audit of data quality and related performance 

management systems) and this had the effect of increasing use. The quality of the information 

(based on the range and nature of information provided) only supported greater use if it was 

accessible and actively supported by the leaders. 

For states of the USA, legislative oversight of performance reform corresponds with a greater 

extent of use of performance measures by both agency staff and the legislature.  Executive 

oversight was not as significant as legislative oversight; further, the existence of legislation did 

not seem to have any significant effect.  In particular, legislative oversight in the development, 

evaluation, and audit of performance measures had a consistent and positive effect on the use 

of performance measures in legislative deliberations; and led to better agency level use of 

performance measures in making management decision (Bourdeaux, 2006). 

In conclusion, considerable work has been done to compare how performance measurement 

systems have operated in different national jurisdictions.  However, there has been much less 

on comparison between sub-national jurisdictions.  Some attempts have been made to isolate 

the features of a jurisdiction that that have affected performance measurement systems.  

Fundamental culture, such as a democratic tradition and a new public management (NPM) 

ethos can assist, as can centralisation and the power of review agencies such as auditors-general 

and legislative oversight bodies.   

Criticisms of performance measurement 

It is helpful to bring a discussion of criticisms together in this section.  These criticisms address 

two of the key concerns of this thesis: why the quality of performance measures is often lacking 

and the frequent failure of performance measures to have an impact on government 

performance.  Criticisms of performance measurement are of three types.  Firstly, there are 

fundamental critiques such as the postmodernist perspective that all measurements depend on 

the viewpoint of the measurer and so are inherently contestable (not further discussed) and the 
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democratic critique that this is a managerialist enterprise that excludes citizens, and the only 

measurement of performance should be that exercised by voters at election time.  Secondly, 

there are limitations; like any discipline, performance measurement cannot solve all 

management problems, and its boundaries need to be defined.  Thirdly, there are context-

specific criticisms.  Implementation may be poor, and in some organisations the context is such 

that it is difficult to usefully employ performance measurement.  This can lead to problems of 

corruption, distortion and other failures of performance measurement to enhance accountability 

or performance improvement. 

Criticisms of performance measurement have been current for a long time; a seminal paper by 

Wholey and Hatry (1992) reviewed work to that time, summarised difficulties in implementing 

performance measurement, and acted as a call to action.  Researchers have different views on 

the worth of performance measurement: ‘active doubters’ are engaged in the debate along with 

‘true believers’ and ‘pragmatic sceptics’ (Johnsen, 2005).  With these different perspectives, 

critics come to different conclusions: some that performance measurement is fatally flawed, 

some that there are significant but solvable problems, even when discussing the same issue.  

Most of the active doubters and pragmatic sceptics are sceptical about the ability of 

performance management to act as the equivalent of a bottom line in private enterprises 

(Greiling, 2006). 

A useful overview of performance measurement problems was provided by Pollitt (2013).  He 

used the concept of ‘alternative logics’ – uses of performance measurement such as gaming, 

cheating and symbolic uses – rather than the core logic of a manager given incentives to 

respond appropriately to performance measures.  To restrain growth of these deleterious effects 

requires a balance between refreshing and retaining measures, and careful design of incentives 

between being tightly or loosely connected to performance measures (Pollitt, 2013).  Pollitt 

remained optimistic, noting that performance measurement can have real and positive effects 

despite the alternative logics, which he compared to ‘perennial weeds in the garden – elements 

in the ecosystem that need to be constantly managed rather than intruders that can somehow 

magically be eliminated’ (p. 360). 

The democratic critique 

There is a view that the main accountability mechanism should be the democratic system that 

allows governments to be ejected if performance is assessed by the electorate as poor. This is 

often aligned with a legalistic framework, where the main role of the bureaucracy is considered 
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to be administering the rules and laws set by the government and parliament, including 

budgetary laws.  This leads to the role of performance measurement being limited to procedural 

issues  (Radin, 2006).  Following Gruber, Radin considers that the emphasis on procedures is 

a safeguard against bureaucracies that abuse their power by acting corruptly, inefficiently or 

unfairly.  

This argument does not take into account that there are many outcomes that are measured at a 

level well below that of democratic feedback.  Conceptually, all activities of a government 

contribute to its electability, but in practice most activities have at best a marginal impact on 

electoral results.  The results of an election do not give any direct feedback on the success or 

otherwise of each individual program.  One approach to resolving this is the ‘chain of 

delegation’ concept, enunciated by (among others) Forbes, Hill, and Lynn (2006, p. 257), 

which links citizen preference through the democratic process to policies and their 

implementation, which in turn impact on citizens.  Each of these steps can be subjected to 

review, though not all are amenable to the use of performance measurement. 

Some support for this idea of a chain of accountability came from a UK working group (Bird 

et al., 2005) which noted that government is both monitoring the public services and being 

monitored by the same performance indicators.  They added that it is unsatisfactory for the 

Government itself to select performance indicators for public accountability, and 

recommended the engagement of experts and others, outside and inside government and the 

public service. 

Limitations 

Performance measurement is limited in that, although it can (sometimes) tell us what is going 

on, it cannot by itself say why, or how to react, or even whether the level reported is 

satisfactory. As Moynihan (2006) states: 

Performance data, or simplified assessments of performance data, fail to tell us: 

• why performance occurred; 

• the context of performance; 

• how implementation occurred; 

• an understanding of outside influences on performance; or 

• how to choose which program measure is a priority. 
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The absence of this information makes it difficult to determine what performance actually 

means. Analysts are usually stuck with interpreting whether performance is satisfactory 

in light of previous performance or some target, implicit or explicit.  

An overly simplistic or rigid set of performance measures does not allow a full account to be 

given.  One way of dealing with this limitation is to add to the numerical measures the 

opportunity for respondents to add explanations.  This opportunity is always available through 

annual reports produced by agencies of governments.  It has also been claimed that 

performance measures are severely limited in their ability to assess outcomes properly 

(Mucciarone, 2008).  This may be so, but as noted elsewhere, the program logic approach 

indicates a path forward when outcome measures are difficult. 

Practical and context-dependent problems 

This section covers a number of problems that, while not insurmountable, raise issues that 

provide challenges to implementation that can result in poor performance measures being 

adopted.  These challenges include the complexity of government administration, differing 

values between key participants and the propensity of some to game the performance 

measurement system to achieve their own ends.  The causes of implementation-related failure 

include, firstly, that those with a vested interest in the status quo did not accept such reforms 

as legitimate; secondly, that typically no broad consensus on performance information resulted, 

thus impeding the ability to use data for decision making; and finally, lack of data (Joyce, 

2011). 

Complexity 

The first major set of issues refers to a perception that both the nature of government activity 

and the art of management are far too complex to be able to be represented by a limited set of 

performance measures; for example the observation of Dormer (2011) that many functions in 

the core public service are there largely because they cannot be adequately specified.  This is 

due to features such as multiple objectives, multiple stakeholders and unknown causality.  

Performance measurement has difficulty matching the complexities of program management 

(De Bruijn, 2007; Radin, 2006, p. 3); goals and outcomes may not be clear, measurable and 

controllable; data may not be available, clear, accurate and value-free; and cause-effect 

relationships in programs may be hard to establish; as also said in different words by (Jakobsen 

et al., 2018).  Services are often multiple, serve different values and are rendered in co-

production (e.g. educational outcomes rely on parents as well as schools).  A large number of 

stakeholders may have different views on the organisation’s objectives (Merchant & Van der 
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Stede, 2012; Thomas, 2006).  However, a more sanguine approach was taken by Van Dooren 

(2017) who noted that performance measures can assist in coping with problematically 

complex settings by encouraging decoupling (seen as a coping measure here), stanardisation 

and building trust. 

A survey of Commonwealth agencies in Australia found that almost half the agencies that 

responded (24 out of 49) found it at least somewhat difficult to link policy outcomes or 

programs with performance indicators (Hawke, 2013).  Other significant problems identified 

in that survey included finding good data and methods for measuring performance (30 out of 

49), finding enough skilled staff (28 out of 49), and inconsistency of quality across the 

organisation (26 out of 49).  Goals may be vague, multiple and shifting; expressing measurable 

targets may risk re-election, and public servants may also favour the flexibility of nebulous 

goals (Thomas, 2008); instances of this were observed in the current research.  As Aaron 

Wildavsky famously pointed out in his book Speaking truth to power (1979), objectives can 

be multiple, conflicting and vague (quoted in (Rainey & Jung, 2015)).    

Performance measures can be differentiated for different levels of hierarchy as well as for 

different functions, as  Neely et al. (2005) found in the case of General Motors.  Argyris (1999) 

commented that senior executives need information that is abstract, objective, with explicit 

logic and able to be tracked; in contrast, operational staff use data that are concrete, subjective, 

of tacit logic and not necessarily trackable.  This disconnection can produce misunderstandings 

(Argyris, 1999, pp. 98, 154); and inaccessible, vague, ambiguous or inconsistent data can lead 

to an organisational learning system that causes errors, hides mistakes and actually decreases 

learning (Argyris, 1999, pp. 157–158). 

A significant issue is whether performance measures can be consistently applied at various 

levels; from overall organisation-level measures down to divisional, local or even personal 

performance measures.  Micheli and Neely (2010) found that the ‘golden thread’ of a consistent 

cascading process of performance measurement systems that can enable the alignment of 

departments and business units with the corporate centre and help improve performance was 

missing in some UK government organisations.  They also found a lack of any explicit priority 

among the many local indicators, as well as those at the central government departmental level.  

A similar result was found by Umashev and Willett (2008): for a large local government 

authority in Australia, measures were not effectively cascaded due to problems including 
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leadership, training, feedback, employee empowerment and weak incentive schemes leading 

to communication difficulties.  

One issue arising from complexity is that the causal connection between activities and 

outcomes can be weak, leading to attribution problems and hence unclear accountability; there 

is a trade-off between meaningful results and results that are controllable (De Bruijn, 2007; 

Lindgren, 2001; Radin, 2006; Schacter, 2002; Spitzer, 2007).  Despite difficulties of 

attribution, ultimate outcomes are of interest to the community, and are influenced by the 

program, and so they remain a useful component of performance reporting.  Performance 

measurement is problematic where the environment is dynamic or where products are multiple, 

interwoven or generated together with others (De Bruijn, 2007).  De Bruijn also considered it 

problematic if an organisation is process-oriented; although this does mean it is hard to measure 

outcomes, the processes themselves can be subject to measurement.  Another challenge is that 

measurement in complex environments can crowd out qualitative, hard-to-measure attributes.  

These include collaboration (Gregory, 2007, p. 233) and capacity for future development.  

Perrin claimed that performance indicators, when used in isolation, invariably reward and 

encourage the wrong activities and result in less, rather than more, attention on outcomes and 

quality (Perrin 1998).  However, little evidence was put forward for this, and the obvious 

remedy is not to use indicators in isolation. 

There is a risk that a focus on results for specific performance measures demands so much 

attention that managers are distracted from their responsibilities or overlook unexpected effects 

(Dormer, 2011; Radin, 2006; van der Knaap, 2006).  Others raised the general problem that 

performance indicators were not able to cover qualitative concepts well (De Bruijn, 2007; 

Lindgren, 2001). Similarly, Bouckaert and Halligan (2008) noted that performance 

measurement may favour those agencies with measurable outputs, and the best performance 

measurement system seeks to measure the unmeasurable: trying to achieve full coverage relies 

on looking at these ‘unmeasureables’.  Other practical problems include the difficulty of 

measuring outcomes when activities have long lead-times but there is pressure to report on 

short-term results (Auditor-General of the ACT, 2010; Australian National Audit Office, 2011; 

Dormer, 2011; Schacter, 2002).  Similarly, Lindgren (2001) found that measured results can 

operate against innovation. 
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This section has indicated several different types of context-dependent problems, together with 

discussion of how such problems arise.  However, what the literature appears to be lacking is 

empirical exploration of how these problems vary between different contexts.   

Competing values  

Performance measurement as an essentially managerialist enterprise can be contested by 

professionals, as they form closed groups, accept a responsibility beyond immediate clients, 

have expertise that is hard to define or transfer and seek independence from external influences 

such as performance measurement.  If a performance measurement system is perceived by the 

professionals as unfair or inadequate, they may ‘play the game’ and pervert results.  The 

manager and the professionals tend to be interested in different things – products and processes 

(De Bruijn, 2007; Radin, 2006; Roberts, 1990). 

Further, there can be conflict between conventional outcome-driven analytical approaches to 

performance measurement and political approaches, where there are multiple values to 

consider, such as equity and efficiency, and reliance on prescriptive approaches (Radin, 2006, 

pp. 3, 7).  In a similar vein, De Bruijn (2002, pp. 13, 15) asked whether a conflict exists between 

effectiveness and efficiency and legitimacy.  He also commented that it is undesirable to 

measure quality in some circumstances; for example, measuring quality of court judgements 

can interfere with independence of the judiciary.  Bouckaert and Halligan (2008) considered 

that improvement is not necessarily about better performance, as it can be about values (where 

equity, fairness and democratic process are valued over efficiency).  They also considered that 

more performance management may lead to perceived additional bureaucracy and resistance 

rather than improvement.  When there are conflicts due to values, the resolution tends to be 

essentially political, with a solution sought through negotiation rather than a rational 

mechanism.  

Distortion and gaming  

The high stakes involved in an accountability relationship, together with significant influence 

on performance measurement by those subject to accountability, mean that there is the 

possibility of distortion of the relationship.  Thomas (2006, p. 36) noted that if performance 

information is demanded it will be provided, but often in a desultory and cautious manner; and 

quoted Douglas Hartle as saying, ‘It is a strange dog that willingly carries the stick with which 

it is beaten.’ 
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There are several potential sources of performance measures being corrupted.  One is 

fraudulent misstatement of the numbers, which is not further considered here; the focus is on 

instances where the numbers reported are technically correct, but represent a distortion of 

reality.  The sources of distortion include poor selection of the measures, and effort put in to 

meet the measures at the expense of effort directed to achieving organisational success, that is, 

gaming.   

Gaming occurs when those with an incentive to achieve measurement targets, because of 

promise of bonuses or threats of punishment, decide to focus on achieving the required 

performance targets rather than increasing real organisational performance.  Gaming consists 

of actions by employees to improve performance indicators without positive economic benefit 

(Merchant and Van der Stede (2012, pp. 186-195).  This can include creating slack resources, 

data management and data falsification.  These are often a consequence of focusing on short-

term results.  Common mechanisms include distortion through extra effort during the 

measurement period, sub-optimisation (achieving results for the unit, not the overall 

organisation) as well as cheating (Lindgren, 2001; Spitzer, 2007; Van Thiel & Leeuw, 2002).   

Many such problems of performance measurement are inherent in the design of performance 

measurement systems.  Agency theory (discussed further in in the next chapter) raises the 

separation between the interests of the owners of a system (the citizens and the government on 

their behalf) and the bureaucrats who are employed to operate it.  Performance measurement 

can be one means of increasing control, but it is subject to distortion by the agents (Bird et al., 

2005; Bouckaert & Halligan, 2008; Hawke, 2012; Mucciarone, 2008; Van Thiel & Leeuw, 

2002).  Van Thiel and Leeuw (2002) noted that translation by managers of ambiguous, non-

tangible policy objectives into operational goals leaves room for deviations in policy 

implementation; and that sometimes such flexibility is intentional because politicians want to 

appease multiple stakeholders.  Sometimes, the measures are so open to such distortion as to 

be labelled perverse (Schacter, 2002).  De Bruijn (2007) noted that measures rewarding 

competition can inhibit the sharing of good practice. 

Decisions on what to measure can distort management decisions; an often-discussed example 

is production in centrally planned economies being measured by weight leading to production 

of excessively large nails in Russia and very heavy furniture in Poland.  De Bruijn (2007, p. 3) 

extends this concept to professionals: achieving targets says nothing about professionalism.  

But accountability considerations mean that society needs to know whether it is receiving value 
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for money from its government.  Deciding exactly what measure or set of measures to apply is 

at the centre of attempts to solve this conundrum. 

Some structural problems are made worse by unethical behaviour by agents (Frost, 2000, pp. 

76–77).  Lindgren (2001) noted that, especially with qualitative measures, there can be lack of 

comparability due to personal judgement and bias.  Another type of distortion is cherry-picking 

(i.e. choosing easier work that is more likely to produce measurable improvements).  De Bruijn 

(2007, p. 20) also noted the use of aggregated data to obscure details and that a focus on 

performance can detract from professional quality.  Systems approaches can attempt to reduce 

incentives for poor practice or improve perverse measures when they are detected.  However, 

Pollitt (Cave et al., 1990, pp. 169–171) noted that gaming can grow faster than the system can 

cope with. 

Poor performance measures 

The previous sections have focused on causes of poor performance measures.  Some writers 

focus on the observed consequences. Three potential defects that can arise from these causes 

are that performance measurement is unfair, poor or static (De Bruijn, 2007).  In other words, 

performance measurement does not reflect the true state of the organisation; it is inaccurate 

and cannot reflect changes well.  Some published measures are so poor as to not be measurable, 

– for example, untestable verbal statements, often about process rather than achievement – or, 

alternatively, do not relate to the objective they are supposedly measuring (Australian National 

Audit Office, 2011; Lindgren, 2001; Spitzer, 2007; van der Knaap, 2006; Van Thiel & Leeuw, 

2002). 

Many entities in the Australian government reviewed by the ANAO  found it challenging to 

develop and implement KPIs, especially effectiveness KPIs; only a third of the entities 

reviewed had satisfactory KPIs, and most were largely descriptive in nature and unmeasurable.  

Further, effectiveness KPIs were activity-based rather than designed to measure the impact of 

a program (Australian National Audit Office, 2011).  The ANAO also found that entities that 

had clearly defined program objectives tended to have more meaningful and quantitative 

effectiveness KPIs. 

Problems acknowledged, but progress is possible 

This section has discussed multiple problems with the use and value of performance 

measurement.  This is despite the apparent obviousness of an endeavour that seeks to help 

management by measuring the extent of progress against objectives.  This is illustrated by the 
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contrast between some authors (especially private sector practitioners) who take the value of 

performance measurement as given, with only a few implementation difficulties that need 

sorting out, and some very robust criticisms from academic perspectives of the public sector.   

Some discussion recognised that problems varied with the type of organisation, with references 

to resources available and to culture.  For example, Micheli and Pavlov (2008, pp. 156–-158) 

said that to focus on achieving the organisation’s objectives rather than achieving the specified 

targets, performance indicators needed to be understood, accepted and used throughout the 

organisation; this requires development of a shared understanding of this performance culture.  

They commented that the presence of the audit role and a culture of blame can be associated 

with performance measurement and hinder a transition to ‘performance management’.  

However, elsewhere in this thesis, independent review such as audit is assessed as helping to 

develop higher quality performance measures. 

Many of the problems involve actors responding to countervailing incentives, leading to the 

potentiality for distortion; how these forces play out can be understood and possibly addressed 

by using systems concepts.  For example, solutions can involve recognising the political 

constraints, considering individual incentives and their impact on the performance 

measurement system, and the crafting of a set of measures that addresses both qualitative and 

quantitative aspects across both product and process.  Solutions are neither straightforward nor 

comprehensive but can at least improve the quality of performance information available to 

stakeholders.  However, descriptions of such nuanced approaches are not common in the 

literature.   

One exception was offered by Radin (2006, p. 241–246).  Information can be used that 

generates a repertoire of performance measures derived from multiple sources and represents 

a combination of rational and symbolic modes, including the need to recognise that data can 

be costly, value-laden and not always available.  The diversity and changing context of 

organisations, programs and actors should be recognised - the political system provides the 

best approach to achieving trade-offs - as should the place of professionals and the multiplicity 

of values.  Those responsible for performance measurement systems should try to predict 

gaming and resistance, and realise these may be rational responses by participants. 

Solutions offered by Lindgren (2001) include the conventional approach of careful definition 

of measures as well as testing measures in advance; use of multiple measures; frequent review 

of measures; and involvement of stakeholders to make measures more relevant.  She also points 
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out the usefulness of a program theory approach, common in the discipline of evaluation, where 

each performance measure will then correspond to a specific part of the program’s underlying 

theory (inputs, processes, outputs and outcomes).  Similarly, De Bruijn (2007, p. 81) felt that 

performance measurement should always function with other systems of appraisal.   

Bouckaert and Halligan (2008) concluded that performance management is the best non-

workable system, noting that all previous systems, such as Planning Programming Budgeting 

System, Zero-based budgeting and Management by Objectives (MBO) have all failed.  They 

summarised their findings by stating that ‘Managing performance is necessary, useful, 

indispensable but impossible to reach’ (p. 165).  Thomas (2006, p. 67) said ‘The most 

appropriate stance to adopt on performance measurement is realism about its potential and its 

problems. This will involve steering a reflective and practical, middle course between naive 

faith in rational techniques and the cynical use of performance measurement for purely 

symbolic purposes.’  Hood noted that there is some resistance to quantitative performance 

indicators but no clear idea among the critics as to what could replace them; the challenge is to 

use them more effectively rather than discard them (Hood, 2008). 

The current author might summarise, with apologies to Churchill, that performance 

measurement is the worst possible way of providing stakeholders with information on 

organisations except for all the others that have been tried from time to time. 

Impact of performance measurement on performance 

Evidence for performance information leading to better performance is scarce (Christensen & 

Lægreid, 2015); and Van Thiel and Leeuw (2002) described the ‘performance paradox’ of the 

weak correlation between performance indicators and performance itself.  A fundamental 

conundrum is that to measure the impact of performance measures, we need performance 

measurement.  So the base case, the result without the intervention of performance 

measurement, cannot be determined (Boyne, 2003).  This challenge is addressed in the results 

chapters of this work.   

A survey of Commonwealth organisations found that more than half of those responding 

identified that performance information had improved manager accountability, employee focus 

on goals, improvements in service quality, improvements  in decisions and changes in budget 

allocations.  Very few (4%) identified negative changes (Hawke, 2013).  However, this was 

survey-based research that relied on managers’ opinions; managers who may be invested in the 
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idea that the performance information for which they are responsible is useful.  A Canadian 

analysis, by contrast, found no statistical significance between a department’s performance and 

its budget growth in the subsequent year (Office of the Parliamentary Budget Officer, 2014). 

Impact is not necessarily direct; it may rely on mediation through other factors.  One example 

of this is Moynihan’s dialogue theory.  This recognises that information selection and use occur 

in the context of different beliefs, preferences, and cognitive processes and will reflect 

organisational power and politics. Dialogue theory proposes that while no single actor has all 

performance information, information will be used in the wider argument.  Who has the better 

argument will indicate whether good performance leads to diminished or increased funding. 

This approach positions performance measurement as part of a wider political interchange and 

one of several aids to decision-making.  The ‘interactive dialogue’ model assumes that 

performance information is incomplete, ambiguous and subjective, that production of 

performance information does not guarantee use, that institutional affiliation and individual 

beliefs will affect selection, perception and presentation of performance information and that 

the context of dialogue will affect the ability to use performance information effectively 

(Moynihan, 2006; 2008, p. 102; Moynihan, 2015).  Further, performance information, when 

used, will not necessarily engender agreement.  Different actors examining the same program, 

or even the same information, can come up with competing interpretations of what it means, 

and what should be done about it.  But dialogue can increase the use of performance 

information.  This concept is similar to Habermas’ ‘communicative rationality’, which is 

concerned with achieving a mutual and constraint-free understanding of ends and means based 

on informal and systematic ‘discourses’ among the organisation’s stakeholders (Franco-Santos, 

Rivera, & Bourne, 2014a).   

Targets and target-setting 

The process of defining a performance measure is separate to that of deciding on the target (if 

any) that should be applied to that measure; however, in practice, they are closely related.  For 

example, many of the problems referred to in the earlier section on critiques arose from how 

targets were set or used as incentives.  The impact on performance is often ascribed to 

assessments against targets, so the process of target-setting is discussed here.   

Results may be presented without targets, in which case they are just for information or 

intelligence (Hood, 2008).  If targets are set, they can be based on the organisation’s past 

performance (trends over time), compared with organisations within or outside the sector or 
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even the country, scientific standards or political norms (a polite way of saying arbitrary 

targets) (Frost, 2000, pp. 36-37; Neely et al., 2005; van Dooren et al., 2015).   

Target-setting is seen as desirable, but often problematic (Boyne & Chen, 2007; De Bruijn, 

2007; Frost, 2000; Lewis & Jones, 1990; Moynihan, 2006; Mucciarone, 2008; Neely et al., 

2005; Perrin, 1998).  Boyne and Chen (2007) found no literature on whether better results are 

produced in the public sector by easy or difficult targets; however, their research on English 

education authorities found that setting a target on a performance indicator leads to better 

examination results.  They found evidence that having more targets leads to better performance, 

but the maximum number of targets was modest (six) and the setting of more targets may be a 

proxy for management attention.  Boyne and Chen also reported that based on the literature, 

targets are unlikely to be achieved if they are imposed; conversely, targets are more likely to 

be met if those responsible for achieving them are highly motivated, either through 

participation in setting targets or through financial incentives for achieving them.  However, 

this success could be partially due to those setting their own targets making them easier to 

achieve.   

Testing whether a target has been achieved should take account of statistical variability. Target-

setting can also be delayed until the results from a new performance indicator are sufficiently 

understood.  It is also not good practice to automatically require that the next year’s 

performance be greater than the current year (Bird et al., 2005). 

The use of direct linkages (basing appraisals on a firm target for a numerical output) may 

encourage output focus but is constraining (De Bruijn 2002, pp. 69-73).  Such measures are 

easy to manage but can create lack of trust and gaming.  Indirect links allow for discussion that 

considers third-party influence but gives less certainty for each side.  A process for reaching 

the appraisal is required.  It is difficult to achieve a balance between incentives that can have 

perverse effects at the individual level and incentives so dampened that they have no effect.  

Several other authors have pointed out, (Hyndman & Eden, 2002), that there can be incentives 

for obfuscation in target-setting by managers.   

Lewis and Jones (Cave et al., 1990) described problems with setting measurable objectives.  

These are often simply a description of what a department does, such as ‘liaise with …’ or 

‘report on …’.  However, quantification is not always essential, e.g. ‘to improve …’ can be a 

legitimate target, and some quantities, e.g. ‘wrote ten reports’, can be meaningless.  More 
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serious difficulties arise where outputs are difficult to define (e.g. advisory activities) or control 

is limited (e.g. negotiation is needed) and where objectives conflict (e.g. safety vs. cost).   

The observations from the literature suggest that in an effective system of performance 

management, goal-setting should not be left to the discretion of local managers and their 

organisations. Without being able to hold managers accountable to centrally decided goals, the 

priorities of local managers may well deviate from those of their principals (Nielsen 2013). 

Extent of use 

In order to have any impact, performance measures first need to be used; and this is far from 

certain.  In considering use, de Lancer Julnes and Holzer (2001) distinguished between 

adoption of performance measures and their implementation, finding that internal initiation of 

measurement was more likely to lead to overall implementation than external pressure - but 

this was in a context where use was not firmly mandated.  de Lancer Julnes (2006) also stated 

some conditions for use of performance measures for accountability: that the program logic is 

not faulty, so that attribution can be assumed; appropriate objectives have been developed, so 

that performance measures can assess whether or not the program is moving in the desired 

direction; and the service is not complex.  Significant factors influencing the use of 

performance information for internal decision-making in Australian state agencies included 

attitudes to performance measurement, the quality of the performance information system, and 

rational and hierarchical organisation structures (Taylor, 2011).  Those who used performance 

information for internal decision-making were more likely to perceive that the public and media 

might use performance information against the organisation, and the only factor investigated 

found not to be significant was the level of stakeholder support.  However, Moynihan and Kroll 

(2016) found that routines encouraged by revised US legislation had led to more managerial 

use of performance information.   

There are problems and limitations in how performance information is used by each of the 

major potential groups: politicians, managers, the public and media (van Dooren et al., 2015).  

In brief, politicians, both those in the legislature and ministers, usually found other sources of 

information and tended to find formal performance measures either not helpful or untrusted, 

although Gill and Schmidt (2011) found some evidence for use by executive politicians in local 

government. The public was not interested unless there was a significant adverse incident, with 

levels of public satisfaction not being related to performance results; and the media tended to 

be very selective of public performance information.  The use of performance information by 
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managers depended on the size of the organisation, measurability of performance and a firm 

link between targets and organisational goals.  It was used predominantly for steering by senior 

managers and for learning by middle managers, with junior staff more reliant on informal 

assessment such as direct observation.  

Usage of annual performance reports by elected decision-makers in British Columbia, Canada 

was low and declining despite initial high expectations (McDavid & Huse, 2012); and (Gill & 

Schmidt, 2011) found no support for increased use of performance measurement by 

legislatures.  Understandably, governments are more interested in uses for planning, budgeting 

and performance improvement, and opposition members for accountability.  Talbot (2008, p. 

142) also observed that while aspirations for use were high, legislatures and others have been 

reluctant to use the information.  Use of performance measurement was found to be low in 

Australia as well as in the UK, New Zealand and Canada (Halligan, forthcoming).  In the USA, 

D. P. Moynihan (2005) considered use by legislators based on their analysis of costs and 

benefits.  Costs (to the elected officials) are low, as adopting performance information systems 

is popular, has no natural opposition, and requires little work or loss of power on the part of 

elected officials.  Benefits to legislators are primarily symbolic, but consistent with beneficial 

outcomes as the performance information can be used by managers to lead to organisational 

learning.  Going back to the formulation above, however, this indicated adoption but not 

necessarily use. 

Turning to use by officials, de Lancer Julnes and Holzer (2001) reported that performance 

measures did not drive decisions; but US state and local government officials in the study used 

performance measures to justify budgets, to achieve transparency and to inform debate among 

administrators and elected officials.  However, some staff expressed concerns that 

accountability indicators would be used to unduly judge performance.  Work by Hoque and 

Adams (2011) considered use for both internal and external purposes.  On the former, 52.2% 

of their sample of heads of performance management in Australian government departments 

felt that performance measurement systems were used to a great extent or a very great extent 

to manage programs.  The similar question on whether it was used to take actions based on 

results gave a result of only 43.2%.  The main external use was to satisfy external legislative 

requirements (58.7% to a great extent or a very great extent) – a larger figure than for the most 

significant internal use.  Respondents also felt that the system would improve organisational 

performance; however, as respondents were heads of performance management of each 
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department, they may have had a vested interest in stating a positive outcome for performance 

measurement.  In summary, use varies considerably between managers(Gill & Schmidt, 2011). 

There is also the question of what factors may drive the extent of organisational use.  On the 

supply-side, Gill and Schmidt (2011) found that the quality and amount of performance 

information, together with the institutional ability to analyse and respond to performance 

information, were positive factors.  Demand-side factors included culture, leadership, the 

extent to which organisational tasks are compatible with measurement and the role of budget 

officials in challenging agencies.  Gill and Schmidt also found that personal factors such as 

motivation and task knowledge tended to increase use of performance information. 

Impact  of performance measures on performance 

Some researchers found at least partial or indirect impact of performance measurement on 

performance, but most found little to no impact.  In the public sector, good performance may 

attract no benefit.  This can happen in several ways: if every department improves and there is 

a constant budget to be shared; increased efficiency may lead to a reduced budget or higher 

targets; if budgets are allocated according to performance, a poorly performing area may 

receive inadequate resourcing and fall further behind in its delivery of an essential service (De 

Bruijn, 2007, p. 27).  Also, vague performance measurement systems may be preferred by 

bodies with lower performance.  Similarly, Bouckaert and Halligan (2008) found that 

rewarding and punishing programs on the basis of performance may harm performance as 

performance measurement was not designed to support budget decisions. 

Table 3.1 is derived from an analysis of promised benefits compared with case findings 

(Moynihan, 2008, pp. 53-54).  These benefits – namely, resource allocation, internal and 

external accountability and performance improvement – were found to be at best partially 

realised in Moynihan’s case studies.  Later (pp 58-72), Moynihan points out other reasons for 

the lack of success: for example, corollary of increased discretion that should go with 

accountability for performance has not been achieved because it is not in the interests of elected 

officials or of bureaucrats in central agencies.  He also noted that such benefits as were achieved 

were concentrated at the agency level and came about when performance management was 

greeted as an organisational tool rather than a compliance burden.  These findings are consistent 

with those observed in the organisations studied in this research.   
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Table 3.1  Benefits compared with case findings, plus reasons.  

Benefit Description Reason 

Resource 

allocation 

Performance information available and 

occasionally discussed in budget process in each 

state, but not used in a systematic way. 

Lack of use by top officials, 

and low priority ascribed to 

performance measures. 

External 

accountability 

Performance information available to public in all 

states; range, quality and accessibility of data 

varies.  Little evidence of public use of this 

information. 

Public does not know what to 

do with the information, and 

has not been involved in 

defining it. 

Internal 

accountability 

Availability of performance information provides 

opportunity for elected officials to exert greater 

oversight and control, but there is little evidence 

that they use performance information to the 

degree necessary to achieve such control.  No 

evidence of management systems or actions 

consistent with goal of responsibility 

accountability. 

Political goals are achieved by 

setting policy objectives 

rather than setting 

performance goals.  For top 

managers, incentives are not 

tied to performance. 

Performance 

improvement 

Some evidence that agency staff used 

performance data for operational improvement, 

but its use was not systematic. 

No linkage of incentives to 

performance achieved. 

Source: Adapted from Moynihan (2008) pp53-54 

In the US federal government, performance information influenced budgets only indirectly 

(Moynihan, 2006); and for Danish school systems, politicians were willing to use performance 

information to attribute responsibility, but only in cases of low performance (Poul A. Nielsen 

& Moynihan, 2017).  Similarly, Hood (2008) found that poor performance in rating systems 

was associated at the local level in England with electoral failure, but there was no such reward 

for top-level performance, showing the understandable negative bias in politics.  However, 

there was no clear indication at the national level.  He also found no evidence that departments 

were punished for poor performance by budget cuts.  Likewise, OECD surveys indicated that 

programs were rarely eliminated when performance targets were not met (van Dooren et al., 

2015). 

There were also several cases where no performance improvement was found in public 

organisations.  Thomas (2008, pp. 170–174) reported that integrating performance 

measurement into processes such as planning and budgeting has been difficult and 

disappointing; results-based accountability leading to learning and improvement has not lived 

up to its promise.  Reasons include the difficulty of agreeing on an objective definition of 

performance, difficulties in defining performance measures that meet desired criteria, lack of 

knowledge about how to produce desired outcomes and attribution problems.   
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Further evidence of a lack of impact comes from a review of New Zealand government 

performance indicators over a ten year period, which showed that the indicators had virtually 

nothing to say about the cost-effectiveness of policy programs, raising questions about the 

viability of moves to implement a strategy of managing for outcomes (Lonti & Gregory, 2007).  

Hvidman and Andersen (2013) found that performance management had effectively no 

influence in public institutions, but did have a significant effect in otherwise similar private 

ones (lower secondary schools in Denmark in both cases).  They commented that to make 

changes, managers must have incentives and capacity to make changes, and there must be goal 

clarity – conditions often missing in the public sector.  It has been widely assumed that 

managerial authority is important for performance management systems to improve 

performance, meaning that managers should be granted discretion over how best to pursue 

these goals (Paul A. Nielsen, 2013).  Again in a Danish school environment, Nielsen found that 

managerial authority over human resources positively moderates the effect of performance 

management. 

The essence of the Program Assessment and Rating Tool (PART) in the US was to use 

performance measurement to influence budgeting. However, Heinrich found that PART scores 

had no discernible consequences for program funding over time (Heinrich, 2012).  However, 

performance did affect decisions on allocating funds to contractors (Heinrich, 1999).  

Moynihan (2008, p. 55) noted that there had been repeated failures in the attempted 

introduction of performance-based budgeting in US states; the promise exceeded the 

performance.  There have been other attempts to use performance measurement for budgeting 

purposes, with limited success (Burke & Minassians, 2003; Joyce, 2011).  Joyce (2011) also 

reported that results were not being used enough.   

Mike Bourne, Kennerley, and Franco-Santos (2005) used case studies in one private sector 

organisation to investigate how performance measurement impacts performance.  They found 

the literature mixed on whether performance measurement has a positive impact on business.  

The main drivers reported were context (of the business and its environment), content (the 

measures themselves) and processes (used to design, implement, use and revise performance 

measurement).  The case study researched found that high performance was more due to local 

managers using additional, informal sources of intelligence, their more thorough analysis of 

performance information and their propensity to act, not to the nature of the formal 

performance measurement system itself.  In other words, the control system is more significant 

than the performance measurement system. 
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There were, however, some reports of positive impact.  Talbot (2008, p. 142) observed that 

performance measurement has made an impact in the UK in areas such as school performance 

affecting housing prices, hospital wait times and local government performance, but he also 

observed that, even where public sector managers or agencies were punished for poor 

performance, this was not supported by the performance measures in place (Talbot, 2000).  

Besley, Bevan, and Burchardi (2008) found that English health authorities, subject to public 

reporting, improved more than equivalent Welsh ones, which received supplementary funding 

to ameliorate problems.  Improvements in service delivery, largely attributed to performance 

management, were reported in Belgian and German social security organisations, and the New 

York school system and police department.  The latter, known as CompStat, has had several 

imitators elsewhere in the USA, although there have also been criticisms based on whether the 

reported numbers are valid (van Dooren et al., 2015).  There is also some evidence that both 

strategic planning and performance measurement contribute to improved performance in the 

limited case of small and medium-sized transit systems in the US (Poister, Pasha, & Edwards, 

2013).   

In summary, the literature does not contain strong evidence that performance measures are used 

consistently and effectively by governments for the purposes for which they are intended.  

However, there are some instances of effective use, and there is evidence towards an 

explanation, based on incentives of key stakeholders, of instances where use is lower than 

expected. 

Conclusion 

Extensive research has been undertaken on performance measurement, in government and the 

private sector, and its features and problems have been extensively analysed.  The potential 

significance of performance measurement to the better functioning of public organisations has 

been well established, but this is bedevilled to some extent by there being a wide variety of 

objectives for performance measurement – notably, accountability and performance 

improvement – and these objectives can be in conflict.  In addition, a host of conceptual and 

practical problems get in the way of effective performance measurement. 

The impact of performance measurement on performance is still not established.  There has 

also been very little work on performance measurement as a system (e.g. influence of feedback 

and context) including dynamic considerations, that is, how performance measures change.  In 

addition, there has been little interchange between the proponents of performance 
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measurement, for whom problems are limited to that of understanding context and 

implementing correctly, and those who see fundamental problems in the whole performance 

measurement program.  In other words, there is little work on conditionality – determining the 

conditions under which performance measurement works best.       

Nevertheless, there are ways forward to addressing the various challenges.  Those that show 

promise focus on understanding the limitations of performance measurement, take a 

conditional approach to performance measurement through an awareness of the organisational 

and environmental context, use qualitative assessments where appropriate and are conscious of 

political and other constraints to its effective use. 
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Chapter 4  Theories about performance measurement 

There is nothing so practical as a good theory 

Kurt Lewin 

Introduction 

This chapter contributes to the thesis by discussing how theories contribute to understanding 

performance measurement.  In particular, theories can shed some light on how and why 

performance measurement can influence the behaviour of organisations and individuals and, 

conversely, how behaviour influences performance measurement.  This in turn can indicate the 

value or otherwise of performance measurement and how that value varies for different 

contexts.  The emphasis is on government, but theoretical discussions based on other sectors 

can also be relevant. 

The field of performance measurement has a descriptive and prescriptive emphasis and suffers 

from a lack of cumulative theorising (Modell, 2009).  O’Toole and Meier (2014) put this lack 

down to theoretical scholarship typically avoiding or ignoring contextual variation.  Franco-

Santos et al. (2007) were more direct in stating that the field of performance measurement lacks 

a cohesive body of knowledge.  One review of the literature found that, of 61 studies of the 

related field of performance budgeting, 45 had no theoretical framework (Lu et al., 2015). 

As an endeavour that is closely aligned to practical matters of managing and controlling 

organisations, theory-making on performance measurement is sparse and many works are 

presented without theory.  The nature and worth of performance measurement are often taken 

as a given and the discussion moves quickly to practical aspects such as problems in 

implementation and the best ways to organise data collection and report on results.  For 

example, documents prepared for and by governments often only endorse the carrying out of 

performance measurement, or describe how performance information systems are meant to 

work, rather than recognise reasons why systems sometimes fail to operate as intended 

(Department of Finance, 2015; Mackie, 2008; Metzenbaum & Shea, 2016).  In these cases, it 

is not so much that there is no theory, but that the theory is not made apparent.  Practical advice 

on designing and implementing performance measures, especially from the private sector, 

usually has an inferred foundation of managerialism.  Related to this lack of theorising, and as 

for many fields of social science, definitions are contested or not clear.   
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There being no comprehensive unitary theory of performance measurement, it has been 

necessary to look widely for theories that address aspects of performance measurement and 

might be used to explain results.  Each of the theories discussed provides some insights from 

different perspectives, but none provide a complete understanding of what is going on.  These 

theories include governance theories, program logic theory, principal–agent theory, motivation 

theories, systems theories and studies of organisations.   

Consideration of program logic, theories of control, and accountability within organisations, 

supported to some extent by information theories, help to provide an answer as to why 

performance measurement is valued.  A more nuanced view, indicating both advantages and 

problems, is provided by agency theory and by governance theories.  Explanations for failures 

of performance measurement can also be derived by considering institutional theories as well 

as theories of organisational behaviour and individual motivation.   

Understanding what drives differences in the quality of performance measurement is aided by 

contingency theories that try to explain which form of performance measurement system is 

best in different circumstances.  Some theories, such as institutional theories and systems 

theories, address the general question of differences in behaviour within organisations.  

However, discussions relating specifically to performance measurement are rare.   

The chapter concludes with a discussion of systems approaches, as these can provide a lens 

through which to reconcile the other theoretical approaches discussed in the chapter and 

provide a unified foundation for explaining empirical findings.   

Theories about the value of performance measurement 

This section discusses a wide range of theories that have some bearing on the topic of 

performance measurement.  Recognising that this field includes both individual and 

organisational behaviour, they are based on a wide variety of foundations that come from 

several disciplines.  Two alternative perceptions about performance measurement can be 

distilled from the theoretical works: either that it is a useful if not essential contributor to 

accountability and performance improvement within organisations; or that there is so much 

corruption, distortion and cost that it is harmful to an organisation.  The binary distinction is 

felt to be useful to order the discussion, even if some of the theories are nuanced and therefore 

contribute to both sides of the argument.  This section therefore presents the various theories 
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broadly in order from those most supportive, to those most critical, of performance 

measurement.     

Program logic  

A mainstream approach to performance measurement is to tie it to the concept, derived from 

the discipline of evaluation, of program logic (Funnell & Rogers, 2011; van der Knaap, 2006).  

This means defining for each program inputs, processes, outputs, and results or outcomes 

(Boyne, 2002; de Lancer Julnes, 2006; Hatry, 1999) and generating measures for each of these 

stages.  The stages are typically listed as:  

• inputs: resources such as costs, staff and materials used to produce outputs.  

• process: e.g. workload 

• outputs: the final product or service delivered. 

• outcomes: progress toward achievement of objectives 

• impact: effect on society (de Lancer Julnes, 2006; Funnell & Rogers, 2011; Hatry, 1999) 

Performance measures can be based on measurements of these stages, or of ratios between 

them, such as  efficiency (output: input) and cost-effectiveness (outcome: input).  This theory 

therefore relates more to the ‘how’ of performance measurement.  Many of the indicators 

studied in this work are of this type.  In addition to these basic numerical measurements, 

performance reporting can be enhanced with explanatory information that provides the context 

for readers to interpret data. This is especially important when outcomes are poorer or better 

than expected. 

Bouckaert and Halligan (2008) added trust as an ultimate result based on an argument that 

governments seek to guarantee a functional level of trust by the citizens in its public 

institutions.  But there is a direct link from input to trust: simply spending money (i.e. being 

seen to attempt to solve a problem) can help to increase trust, both with stakeholders and with 

electors, without necessarily making progress towards achieving societal outcomes.  

Program logic has been criticised in several respects; for example, that it does not address 

equity, legitimacy and the views of stakeholders and customers; that some aspects of 

performance are largely immeasurable; that there is no sound connection between performance 

at various levels (workgroups, divisions and enterprises); and measures conceal unstated values 

(Gill & Schmidt, 2011).  In addition, program logic can be criticised as being unduly hopeful; 

for example, it could be claimed that spending on an anti-smoking campaign will lead to 
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advertisements being noticed by smokers, which will lead to a change in attitude, which will 

lead to a reduction or cessation in smoking, which will lead to improved health.  At each point 

in this results chain, there are risks that the claimed causality will not apply or that the results 

can be attributed to other causes.  This issue is addressed by the related concept of theory of 

change (Funnell & Rogers, 2011).  This concept includes definition of the context in which the 

results chain applies, and understanding the theories – of marketing, attitude change and so on 

– on which the results chain depends.  Performance measurement is important in helping to 

establish the success of the results chain.  For example, it might show that there was good 

recognition of a marketing campaign but little behaviour change.  Boyne (2002) labels this the 

‘input–outputs–outcome’ theory and has some criticisms of the approach.  For example, he 

considers that responsiveness, not easily measured through this framework, is an equally 

important aspect of performance that reflects service expectations by the community.  He also 

notes that it emphasises external stakeholders over internal groups (e.g. no measure of staff 

satisfaction), and so is not a balanced scorecard.  Finally, he notes that it emphasises service 

provision over the role of governments as democratic institutions – for example participation 

in elections and other consultations, and assessments of probity and accountability processes.  

However, Boyne mischaracterises the theory, as a better label is ‘input–process–outputs–

outcome’, with an explicit recognition that measures of process (e.g. staff satisfaction) can be 

an important step along the way to producing outputs and outcomes.   

The program logic approach requires the definitions of many stages of a program (from inputs 

through to outcomes) and frequently many streams of activities that work together to achieve 

these outcomes.  There is, therefore, potentially a very large number of performance indicators 

that can be generated, all related to a single program.  As Funnell and Rogers (2011, p. 425) 

point out, not everything can be measured all the time, and it is necessary to have a strategic 

and coordinated set of measures that are influenced by the purpose of the measurement – for 

example to focus on effectiveness, relevance or efficiency of the program. 

Further consideration of the context and the assumptions that are relied on in constructing the 

results chain may indicate some difficulties in assessing performance of the program.  For 

example, there may be significant uncertainties in the context that may influence the final 

results; there may be necessary time lags that mean that the final outcome cannot be assessed 

now; and intermediate results may lead to other parties taking action that improves or detracts 

from the final outcome.  The nature of the organisation and its business, discussed later under 

institutional theory, will also affect the practicality of measuring outcomes. 
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This leads to the general principle, based on program logic that assessment should be based if 

possible on achievement of the final outcomes; however, recognising that such final outcomes 

may not be measurable, use of proxy measures based on intermediate outcomes may be all that 

is feasible.  For example, Radin (2006) states that it is difficult to establish a standard against 

which to measure outcomes, so measurement of process becomes essential. 

In conclusion, the program logic approach provides a foundation for performance 

measurement, and this foundation is sometimes explicitly recognised in the formulation of 

performance measures.  The approach assumes that the objective of a program can be defined 

and then further split up into contributing factors that are at least conceptually measurable; as 

discussed later, defining clear objectives can be challenging in public sector institutions.  

Program logic, while explaining how to construct performance measures, also indicates the 

ways in which they can fail to achieve their purposes.  For example, objectives can be too 

distant to be measurable, attribution can be difficult because many influences affect the same 

output or outcome, and some outputs or outcomes may be intrinsically subjective and difficult 

to measure reliably. 

Information theory 

Information theory, of which Shannon (1948) was the founding father, describes and analyses 

the ways in which information is transmitted.  Although expressed mathematically and 

concerned with technical issues such as the reliability of transmission of bits down telephone 

lines, some of the principles may nevertheless be applicable to performance measurement as a 

discipline that aims to provide relevant information to management and other stakeholders. 

The main principles of information theory are concerned with the reliability of transmission of 

information in the presence of noise.  Shannon found, for example, that increasing the volume 

of transmission of information, even taking into account that the noise transmission is also 

increased, increased the accuracy of transmission of information.  Translated to performance 

measurement terms, this means that if a facet of governance is important then it is worth having 

a range of performance measures to provide improved information, even if such measures are 

imperfect (i.e. ‘noisy’).  What Shannon did not go into was the cost of this increased volume; 

obviously this provides a practical limit to the use of extensive numbers of performance 

measures.    

Information theory in its recognition of the value of information as well as the problem of 

noise, can be considered to provide qualified support for performance measurement.  It can be 
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used as an explanation of the phenomenon whereby organisations often increase the number of 

performance measures with a view to better explaining their performance. 

Governance theories 

Governance is relevant to performance measurement because the collection of and response to 

performance measures is one means of governing an organisation.  This theoretical discussion 

relates primarily to the ‘why’ of performance measurement. 

The definition of ‘governance’ is contested.  Edwards, Halligan, Horrigan, and Nicoll (2012) 

summarised several definitions by saying governance is concerned with how and why systems 

of all kinds are constituted and operated. Bovaird and Loffler (2009, p. 6) comment that 

defining governance is to open Pandora’s box; still, they propose the definition ‘how an 

organisation works with its partners, stakeholders and networks to influence the outcomes of 

public policies’.  Robichau (2011) noted that governance had been given multiple meanings, 

referring to Bevir’s description of 50 separate governance concepts.  In her search for 

commonality among these meanings, she isolated terms such as ‘networks’, ‘rules’, ‘steering’, 

‘order’, ‘control and authority’, ‘collective action’ and ‘decision-making’.     

Governance is defined here as the processes of governing an institution, jurisdiction or some 

other group, and includes the mechanisms set up to provide steering towards objectives and to 

control or mitigate undesirable events.  The focus here is at the organisational level, for which 

governance encompasses such things as governing legislation, strategic plans with mission 

statements, rules of behaviour, stated or unstated codes of conduct, performance feedback 

mechanisms, budgets, financial controls, audit and risk management and of course performance 

measurement systems. 

Three broad streams of governance thinking are relevant: traditional public administration, 

New Public Management (NPM) and New Public Governance (NPG).  Traditional public 

administration has more of a focus on process and adherence to the law, together with an 

emphasis on a public sector ethos.  Performance information can increase transparency within 

a Weberian bureaucracy by providing more information about results, but Greiling (2006) 

argues that it can reduce reliability by encouraging a flexible approach to achieving outcomes 

rather than adhering to process.  This is especially so if service provision is arranged through 

performance-based contracting.  Greiling also notes the Weberian requirement for consistency 

and reliability, features not always achieved by performance measures because the search for 

improved outcomes can lead to continuing changes.  Stoker (2006) describes traditional public 
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administration as being driven by politically provided objectives, with the role of managers 

being to ensure that rules and procedures are followed.  Delivery is through public hierarchical 

organisations with a focus on accountability.  Within such a mode of governance, performance 

is assessed primarily by the degree of compliance with rules, and is likely to be subjective and 

primarily considered only by exception (i.e. when rules are clearly broken).  Although 

alternative modes of governance have been instituted, there remains a traditional public 

administration backbone within government bodies, so this remains significant.  Where 

traditional public administration is dominant, the place of performance measures is limited to 

aspects such as assessing the extent of compliance and the adherence to rules.   

In contrast, Stoker describes NPM as a process of managing inputs and outputs in order to 

achieve agreed performance targets. The role of the democratic process is to set the objectives, 

with means to be determined by managers; the preferred mode of delivery is through the private 

sector or by arms-length agencies.  NPM is based on its private sector antecedents, such as 

Peter Drucker’s management by objectives and Herbert Simon’s approach to decision-making.  

Edwards et al. (2012) distinguished between managerialism, with a focus on private sector 

management models, corporatisation and focus on results, and NPM, which went further by 

including market solutions such as outsourcing.  NPM, and its managerialist predecessor, are 

therefore ways of thinking that value an explicit rationalist approach: defining objectives, 

measuring attainment or otherwise of those objectives, and then making appropriate 

adjustments.  NPM is important because it places performance measurement and the setting of 

targets at the centre of how a public enterprise should be managed.  It also provides an 

unacknowledged underpinning to government thinking on performance measurement in 

particular and management in general and therefore drives the structure of performance 

measurement regimes established by governments.  The requirements of NPM, such as clearly 

defined objectives, form one explanation for some failures of performance measurement.   

Some analyses of performance management are explicitly managerialist, for example a review 

conducted for the Scottish government (Mackie, 2008).  This review focused on determining 

performance measures according to objectives, clearly defining measures and supporting 

government control of bureaucratic behaviour.  There was consensus among managers 

interviewed that performance management increases managerialism and that this was an 

appropriate trend.  There was a belief that organisational performance management improves 

performance, but also recognition that evidence for this is limited. 
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Inherent problems with performance measurement in the NPM approach include the difficulty 

of objective setting, or existence of multiple objectives for multiple stakeholders (Radin, 2006, 

pp. 3,7; Thomas, 2006, p. 3).  Outcomes may be achieved only in the long term, and therefore 

not measurable at the time action is taken.  Some writers have criticised the use of performance 

measures in an NPM context.  There can be a paradox whereby if a manager wants to use the 

performance management system for steering and decision-making, it will tend to encourage 

perverse behaviour that makes the system ineffective for steering (De Bruijn, 2002, pp. 44-57).  

This may be a reasonable analysis at a ‘single-loop’ level but does not consider the potential 

application of system controls, such as external review and internal cultural change.   

NPG is an emerging concept that is seen by some as an alternative model to NPM and 

traditional or Weberian public administration (Davis & Rhodes, 2000; Edwards et al., 2012; 

Pollitt & Bouckaert, 2017).  NPG provides a more multi-centred view of public administration, 

where there is a need to consider the influence of networks and in particular the contributions 

of many different stakeholders.  Under NPG, there is a reliance on interaction with networks 

of stakeholders, with no sector having a monopoly on delivery.  Continuous exchange between 

politicians, bureaucrats and other stakeholders is necessary.  Davis and Rhodes see the 

exchange as being characterised more by trust and diplomacy than contracts or hierarchy; 

Pollitt and Bouckaert see a pluralist state with multiple processes.  Where this paradigm is 

upheld, performance measurement becomes more complex as it needs to consider performance 

from many different perspectives.  To the extent that this means there are different objectives, 

it would drive the performance measures that flow from those objectives to also be different, 

meaning that performance measurement becomes problematical; if this is the case, it is likely 

to show up in poor performance measures or limited use of extant performance measures.  

Instead, decisions are likely to be more political in nature, based on negotiations between 

stakeholders. 

Bouckaert and Halligan (2008) provided an integrated view of the application of performance 

management under various forms of governance, including the concept of performance 

governance, aligned with NPG – an ideal where there is a shift from governing of performance 

to governing for performance (p. 184).  They also distinguished between traditional or pre-

performance, performance administration, managements of performances, performance 

management and performance governance – each one broader in span and depth than the 

previous.  They saw performance measurement becoming more sophisticated under each 

successive level; with performance administration tending to generate only single-loop 
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learning while the managements of performance ideal type can produce double-loop learning. 

Bouckaert and Halligan see additional stages after collecting performance measures as 

incorporating them (in documents etc. with a view to use) and then using them (p. 28).  Table 

4.1 below summarises their framework. 

Table 4.1  Performance Frameworks under different forms of governance 

 Traditional/ 

pre-

performance 

Performance 

administration 

Managements of 

performances 

Performance 

management 

Performance 

governance 

1 Measuring Intuitive, 

subjective 

Administrative 

data registration, 

objective, 

mostly input and 

process 

Specialised 

performance 

measurement 

systems 

Hierarchical 

performance 

measurement 

systems 

Consolidated 

performance 

measurement 

systems 

2 Incor-

porating 

None None Within different 

systems for 

specific 

management 

functions 

Systematically 

internal 

integration 

Systematically 

internal and 

external 

integration 

3 Using None Limited: 

reporting, 

internal, single 

loop 

Disconnected Coherent, 

com-

prehensive, 

consistent 

Societal use 

4 Limi-

tations 

Functional 

unawareness 

Ad hoc, 

selective, rule 

based  

Incoherence Complex, 

perhaps not 

sustainable as 

a stable system 

Uncontrollable, 

unmanageable 

Source: Bouckaert and Halligan (2008), Table 2.1 

Principal–agent theory 

Principal–agent theory, sometimes called agency theory, is related to governance as it explores 

the issue of how principals delegate responsibility to agents and in turn seek accountability 

from them.  The nature of principals and agents in a public sector setting can be complex.  The 

ultimate principals are the citizens, but their interests are represented by the government which 

in turn delegates powers to the minister or the chief executive of an organisation.  This 

accountability is continued with lower level principals, such as executives within organisations 

delegating powers to individuals or component parts of organisations.  It is relevant to 

performance measurement, as the setting and monitoring of performance targets is one way in 

which principals can seek to align agents’ interests with their own.  The theory also discusses 

how disconnection between the interests of the principals and the agents can arise and be dealt 

with.   
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The principal–agent model is one of the most widely applied in studies of performance 

measurement systems as it helps to analyse how organisational structures, performance 

measurement system features and management strategies influence the responsiveness of 

agents to the resulting incentives (Heinrich & Marschke, 2010). 

Applied to the relationship between the government and its agencies, the theory states that, 

although the agency is carrying out functions for the government, it may also have its own 

objectives (Bouckaert & Halligan, 2008).  Problems arise when the objectives of the principal 

are different from those of the agent, and the agent’s actions are not verifiable (Courty & 

Marschke, 2003; Heinrich & Marschke, 2010) as agents will seek ways to act in their own 

interests (Flynn, 2012).  In the economic rationalist variant of the theory, agents are assumed 

to be driven by economic imperatives such as minimising effort and maximising gain, which 

then requires monitoring and performance assessment in order to achieve alignment of 

objectives.  Even if the agent is driven by altruistic objectives such as service to the public, 

there is still a principal–agent problem if these are not the same objectives as those held by the 

principal.  A further complication is that in the public sector, observation of results, and hence 

appropriate formulation of results-based incentives, is also problematic (Wilson, 1989). 

Other costs include monitoring costs (incurred by the principal) bonding costs (incurred by the 

agent) and residual loss (from misalignment, e.g. due to moral hazard) (Greiling, 2006; 

Mucciarone, 2008).  Agents may have a lower risk appetite than the principal.  However, agents 

may also tend to be socially influenced to cooperate with the principal and with their 

colleagues, other agents, thus reducing the loss.  Contracts between agents and the principal 

may be behaviour based or outcome based; different costs will apply to these variants.  There 

is a potential lack of goal congruence between agents and principals as well as between ultimate 

principals (in particular, between taxpayers, who seek lower taxes, and beneficiaries of 

services, who want these services enhanced or at least maintained) (Mucciarone 2008).  Central 

agencies, such as the Treasury, may also have interests, which may or may not be those of 

ultimate principals. Where there is performance ambiguity (difficulty in measuring outputs) 

and lack of goal congruence (goals shared by agents and principals), Mucciarone notes that 

market governance models may be inoperable. 

One problem in using performance measures to ameliorate principal–agent differences is that 

the performance measures may communicate objectives that do not correspond to the 

organisation’s true goal (Courty & Marschke, 2003).  Performance measurement can be subject 
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to distortion by the agents (Bird et al., 2005; Bouckaert & Halligan, 2008; Hawke, 2012; 

Mucciarone, 2008; Van Thiel & Leeuw, 2002).  As pointed out by Van Thiel and Leeuw, 

organisations (agents) that develop their own indicators can manipulate information to their 

own benefit. (This was observed in this research project.)  However, when the principal 

develops the indicators, it may only get the specified information, as agents will generally not 

volunteer more information than requested, particularly if that is not in their own interest. 

The operation of the principal–agent theory between agency heads and ministers is 

compromised because ministers tend to defend agency performance.  From the perception of 

the public, they are almost indistinguishable.  Issues that are caused by defective administration 

are rapidly escalated in the public view to also be political issues.  In such circumstances, the 

minister and the bureaucrat have common interests rather than a more distant principal-agent 

relationship.  Anything that damages the agency head also damages the minister, and any 

attempt by the minister to leave blame with the agency is considered by political opponents, 

and often by the press, as an attempt to avoid responsibility.  Both the minister and the agency 

have incentives for performance measures to be pliable and vague; or as put by (Hitchiner & 

Gill, 2011) ‘parliament and ministers do not reward transparency’.  In these circumstances, we 

must look elsewhere for a principal-like control over the agency, such as to parliament.  

This is not to say that there is no principal–agent relationship between ministers and 

bureaucrats, just to point out that formal performance measures do not mediate this 

relationship.  Instead, such relationships are based on harder-to-define issues such as 

confidence and trust together with the ability to manage the agency such that the minister does 

not attract opprobrium.  Because of these limitations to the ability of ministers to act as 

principals, the role of oversight bodies (parliaments, regulatory agencies, labour unions, 

employer groups, media and community groups) as well as user groups (taxpayers and service 

recipients) to enhance governance becomes significant (Mucciarone 2008, p. 102).  

The principal–agent feedback works better within agencies.  For example, if a branch or 

division (agent) devises a performance-monitoring regime that proves to be inadequate, the 

consequences will be eventually detected at the whole-of-organisation level through 

mechanisms such as complaints or obvious failure to perform, and corrective action can be 

mandated at a superior level of the organisation (the principal).   

An alternative to the agency approach is the stewardship model, which assumes that the agent 

shares at least some of the objectives of the principal and the performance management 
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approach is one of enabling rather than directing performance.  Stewardship focuses on long-

term outcomes within a high-trust environment, compared with agency approaches that focus 

on short-term results or outputs through greater monitoring and control (Franco-Santos, Rivera, 

& Bourne, 2014b).  However, these preconditions for stewardship may not apply in many 

bureaucratic organisations.  Institutions focused on long-term, complex goals that are difficult 

to measure are likely to benefit from the stewardship approach, while those focused on short-

term and less complex goals, which are often easy or economical to measure, are likely to 

benefit from relying on agency-based performance management mechanisms.  There need to 

be objectives and measures of performance in each case, but in the principal–agent construct 

they are to assess performance and enhance control (i.e. an accountability emphasis), in 

contrast with encouraging learning, understanding and improvement.   

Trust is also an issue raised by Bouckaert and Halligan (2008, pp. 60–61) as a factor that can 

lower transaction costs, a key issue in principal-agent theory.  At lower levels of government 

with more tangible products, transactions are simplified.  They state that ‘higher information 

asymmetry and goal incongruency will lead to an increased use of market-like and hierarchical 

control mechanisms (performance-based) rather than network-like mechanisms (trust)’.   

In summary, principal–agent or agency theory describes a set of problems in the overall 

governance of organisations, including government organisations, for which the institution of 

a performance measurement system may be part of the solution.  Characteristics of the 

principals, the agents, and the relationship between them vary; these variations affect both the 

way in which performance measurement works and the most appropriate form of performance 

measurement.  However, agency theory also raises fundamental issues in that. even with 

controls such as performance measurement, it is not possible to ensure perfect alignment 

between the interests of the principal and the agent.  This theory therefore helps to explain the 

results presented later in this thesis, as there is an assumption in governments’ design of 

performance measurement systems that agents will respond to directions from principals, and 

as discussed above there are limitations to the faithfulness with which such directions will be 

followed. 

Institutional theories 

Institutional theories discuss how constraints to behaviour are developed through the social 

order, which in turn is created by people interacting within the organisation – interpreting 

actions and sharing those interpretations with others.  Repeated over time, this becomes 
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institutionalisation, with actions and actors becoming typecast, and processes attaining a rule-

like status.  Institutional theory demonstrates how behaviours can persist through habit, 

convenience or social obligation.  This feature of institutions is sometimes labelled as path 

dependency (Mucciarone 2008). 

Institutionalism can provide one way of discussing the forces within an institution, but, by its 

nature, it emphasises structure over change, and hence provides an explanation of stability.  

Lowndes (1996) discussed stable vis-à-vis dynamic institutions and strategic action vis-à-vis 

norm-governed behaviour in institutional development.  Change is not granular but involves 

continuous processes such as flux and coalition building.  Lowndes describes an institutional 

life cycle whereby rules and norms develop, become recognised and adhered to and then fall 

into disuse.  This description can apply to performance measurement rules, and such a pattern 

of development, stability and then further reform was observed in the empirical findings.  

Lowndes provides only an overview, not a detailed consideration of the forces at play in these 

transformative processes, so analysis of whether the patterns of reform adhered to those 

predicted by institutionalism could not be attempted.  Institutionalism can discuss, for example, 

how normative expectations work to maintain an organisation but says little about how and 

why such expectations may change over time.  Similarly, Immergut (1998) notes that processes 

shape outcomes, but there is no discussion of the nature or types of processes. 

Survival of organisations is not just from efficiency but from legitimacy gained through 

conforming to external pressures.  So organisations themselves tend to become similar to each 

other, if not through competitive forces then by institutional effects, a process known as 

isomorphism. For example, Christensen and Lægreid (2000, p. 2) saw isomorphism as a force 

for adopting NPM policies.  These mechanisms include coercive pressures (from structure or 

processes mandated by a higher authority such as central government agencies), mimetic forces 

(organisations copying each other) and normative forces, through professionals within different 

organisations following the same norms or standards (DiMaggio & Powell, 1983).  The 

environment can legitimate ways of operating, and public service reforms are sometimes 

adopted because they are symbolic of good government rather than efficient.  In this way, 

organisations gain legitimacy by conforming to external expectations (e.g. to have performance 

management systems) in order to appear modern, rational and efficient to external observers 

(Mucciarone, 2008).   
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Institutional theories show how institutional and individual resistance can be put in the way of 

technologies such as performance measurement.  Such technologies may be seen as inhibitors 

to the exercise of discretion by executives, in other words, affecting the way power structures 

function.  The resistance to performance measurement can lead to restricting resources and 

other antagonistic actions such as espousing the uselessness of performance measurement.  

Institutionalism can explain conservatism in that it recognises the strength of forces that keep 

things the way they have been.  Performance measures can be considered as a disruptive 

influence, in that they propose a different way of managing performance than that which has 

gone before, and hence institutionalism offers an explanation of why such reforms are often 

resisted.   

New institutional sociology is related to institutionalism in that it discusses how organisations 

react to social pressures such as exercise of power and desire to conform.  This can subvert an 

intended rationalist approach to management (Modell 2009); for example, through 

misapplication or avoidance of performance measurement.  New institutional sociology defines 

‘decoupling’ as the extent to which performance measures are not consistently used for both 

internal management and external reporting.  This can extend to the practice of separating 

specific performance indicators or measurement practices from organisational goals.  

Decoupling can also occur to meet conflicting demands from multiple constituencies or 

different functions (Modell 2009), or in a decentralised public sector where local managers 

might perceive that performance measures imposed by a coercive central government are not 

helpful for internal performance improvement, but such information has to be provided to 

secure their survival.  Organisations try to avoid the dysfunctions that could be created by 

imposing such new systems by not using the performance management systems for decision-

making (Mucciarone 2008).  Institutional theory can also be used to discuss the interplay 

between funders, professional services providers and purchasers of public services.  Brignall 

and Modell (2000) found that if there was conflict between groups leading to decoupling, this 

tended to preserve the status quo, stymying reform.  Decoupling was observed in the empirical 

results discussed later in this thesis. 

All the forces discussed in this section have a tendency towards conservatism, and hence might 

be expected to lead to inhibition of reforms to performance measurement. 
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Motivation theories 

Decisions on the design and use of performance measurement systems are taken by individuals, 

so theories on what motivates those individuals are relevant.  There is a vast range of motivation 

theories, too many to consider here.  Some common characteristics include the need to consider 

both intrinsic and extrinsic motivation, i.e. that employees are driven both by their internal 

characteristics and desires, and by external incentives, either financial or non-material.  A bias 

towards external motivation is assumed by accountability regimes; however, these incentives 

can crowd out internal motivation (Jakobsen et al., 2018).  In terms of Maslow’s hierarchy, we 

expect that senior public servants are working more towards the higher end of that hierarchy, 

self-actualisation, rather than material rewards; and in terms of McGregor, we would expect 

that Theory Y applies more than theory X.   

Motivation of senior bureaucrats has been discussed in the context of the bureau-shaping 

debate.  Dollery and Hamburger (1995) revisited previous work on this by, among others, 

Niskanen and Dunleavy.  Niskanen had posited budget-maximising behaviour by bureau 

chiefs.  However, the empirical support for this is mixed, and performance measurement can 

be antithetical to budget maximisation as it can throw doubt on the justification for budget 

increases (Greiling, 2006).  Dunleavy suggested a more complex approach, where the 

bureaucrat would tend to maximise the core budget for operating the bureau.  One component 

of the Dunleavy model is that governments largely depend on information from bureaus about 

the costs and value of producing.  This obviously gives incentives for bureaucrats to shape that 

information.  Senior bureaucrats also have ways of pursuing their interests other than by budget 

maximising (Dollery and Hamburger 1995), such as seeking increased power, influence and 

freedom of operation.   

Based on motivational theories that emphasise drives such as self-actualisation, a considerable 

incentive is freedom to act.  If executives can increase freedom of action by limiting the 

restrictions placed on them through having to achieve strict performance targets, this would 

also constitute an incentive to have few or poorly defined targets.  This relates to the Niskanen 

argument summarised by Dollery and Hamburger that ease of managing the bureau and ease 

of making changes would also be in the bureaucrat’s utility function.  The perception, at least 

within the public service itself, is that such freedoms liberate different behaviours among public 

servant managers than those in the private sector.  They are there ‘to make a difference’; if a 

public sector manager was motivated by money, they would not be in the public sector long.  

Another way of interpreting ‘here to make a difference’ is that power is a major incentive.  
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Power is increased to the extent that a manager has more latitude and fewer constraints, as well 

as more resources to deploy.   

Theories of motivation also contribute to the field of human resource management.  The scope 

of this thesis does not go to management of the performance of individuals, but there is an 

overlap in the fields, and some authors see the use of performance management to encourage 

and manage employees as indistinguishable from the use of performance management to drive 

organisational results or achieve accountability.  Accordingly, some similar precepts are used:  

the need to set clear targets, use appropriate incentives and avoid gaming.  An employee 

performance management system can support the attainment of organisational outcomes by 

aligning individuals and teams with the organisation, as well as ensuring employee 

accountability.  Factors enabling employee performance management to add strategic value 

include alignment with government outcomes, credibility of the performance system and its 

integration with the overall management structure (Blackman, 2015).  More explicitly, Spitzer 

(2007) applied observations of human behaviour as explanations of why performance 

measurement, whether at the personal level or the organisational level,  is often gamed.  The 

role of personal incentives and their relationship with organisational performance measurement 

is discussed in the results chapters.   

Campbell’s, Dukenfield’s and Goodhart’s laws 

The case against performance measures has been expressed in the form of three so-called laws 

of performance measurement, summarised below.  One of the key criticisms of performance 

measurement is its exposure to gaming by organisational participants: those with an incentive 

to achieve measurement targets, because of promises of bonuses or threats of punishment, have 

an incentive to report the required performance numbers irrespective of real performance 

(Spitzer, 2007).  This is often referred to as Campbell’s law: ‘The more any quantitative social 

indicator is used for social decision-making, the more subject it will be to corruption pressures 

and the more apt it will be to distort and corrupt the social processes it is intended to monitor’ 

(Campbell, 1979).  Or as put by Bouckaert and Halligan (2008, pp. 166–168): ‘The more we 

focus on performance, the fewer results we may expect’ due to the influence of gaming. 

Goodhart’s law, which originally applied to monetary policy, was that ‘any observed statistical 

regularity will tend to collapse once pressure is placed on it for control purposes’ (Goodhart, 

2006).  This was rephrased for use in management by Marilyn Strathern in 1997, who stated 

‘when a measure becomes a target, it ceases to be a good measure’ (Gregory, 2007).  In a more 
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light-hearted vein, Kleiman (2010) based on cases observed in the USA business environment, 

proposed a principle that any incentive to create a result also creates an incentive to simulate 

the same result.   He named the principle Dukenfield’s law after W. C. Fields, an early 20th-

century comic actor (real name William Claude Dukenfield), who said in the film You Can't 

Cheat an Honest Man, ‘If a thing is worth winning, it's worth cheating for’.  

Value of performance measurement – a summary 

Each of the theories discussed helps to determine the extent to which performance 

measurement is valuable and the conditions under which it is more likely to be valuable.  The 

program logic approach can provide a sound basis to performance measurement but is difficult 

to apply where objectives of the organisation or the logical connection of activities and outputs 

to that outcome are unclear.  This indicates that performance measurement is more applicable 

in those organisations for which both outcomes and processes are well understood, and 

problematic otherwise.  Such a constraint also applies when the governance lens is applied, as 

NPM in particular also relies on the use of feedback mechanisms to control performance, and 

the definition of performance relies on clarity of objectives and processes.  Program logic, 

while explaining how to construct performance measures, also indicates the ways in which they 

can fail to achieve their purposes.  For example, objectives can be too distant to be measurable, 

attribution may be difficult because many influences affect the same output or outcome and 

particular outputs or outcomes may be intrinsically subjective and difficult to measure reliably.  

Governance theories, in particular the set of approaches known as NPM, place performance 

measurement and the setting of targets to achieve at the centre of how a public enterprise should 

be managed.  This approach had antecedents in the private sector-based management by 

objectives and managerialism, which also privileged the collection and use of performance data 

in order to drive organisations towards their objectives. To the extent that these perspectives 

are dominant in discourse about public sector operations, performance measurement and 

management will be valued.  However, earlier and later governance theories provide a 

somewhat different view.  Traditional public administration had a focus more on process and 

adherence to the law, together with an emphasis on a public sector ethos.  In such an 

environment, the place of performance measures is limited to aspects such as assessing the 

extent of compliance and the adherence to rules.  The relatively new idea of NPG provides a 

more multi-centred view of public administration, where there is a need to consider the 

influence of networks, particularly the contributions of many different stakeholders.  Where 
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this paradigm is upheld, performance measurement becomes more complex as it needs to 

consider performance from many different perspectives.  To the extent that this means different 

objectives, this would drive the performance measures that flow down from those objectives 

to also be different, meaning that performance measurement becomes ambiguous and hence of 

reduced value.  Instead, decisions are likely to be more political in nature, based on negotiations 

between stakeholders. 

The principal–agent theory would suggest that we should look to the principal – the 

government or the minister in particular, or possibly the parliament – to keep the senior 

bureaucrat focused on the task the government requires.  However, this is not as strong an 

influence as might be expected, because of the conflation of interests between the senior 

bureaucrat and the minister, and the inability of parliaments to directly influence agencies.  

Principal–agent theory works with and supports governance approaches such as NPM, and also 

directly supports the need for performance measurement as a means of reducing the 

misalignment between a principal and an agent.  However, principal–agent theory also points 

the way to one mode of failure of performance measurement:  where the definition of measures 

does not aid consistency between objectives because they are subject to gaming, so that the 

principal sees a reported result, but the agent is instead acting according to their own interests. 

Governance and principal–agent theories both recognise problems such as distortion, whereby 

actors may work to achieve personal objectives or game narrowly defined targets rather than 

to achieve organisational success.  This risk of distortion applies in particular when there are 

high rewards or penalties, and this has been recognised in popular statements such as 

Campbell’s law.   There are several responses to these principal–agent problems.  These can 

include auditing or third-party review to detect deception; for example, reviews by parliaments, 

regulatory agencies, unions, employer groups, media and community groups) (Mucciarone 

2008, p. 102).  Other approaches are to design incentives to align them with objectives (noting 

the difficulty of achieving this); or to design an overall system of performance measures, for 

example, by encompassing quantity and quality so that it is not possible for an agent to optimise 

one at the expense of the other.  In the alternative stewardship approach, interests of principals 

and agents are aligned so that agents have an ownership interest and are therefore invested in 

the success of the organisation.  

Campbell’s law refers to a single performance measure; it is harder to distort a linked suite of 

measures and, as Campbell himself pointed out, watchdog agencies such as external reviewers 
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can help avoid the problem (Campbell, 1979).  The originator of Dukenfield’s law also referred 

to auditing as a way of preventing the poor behaviour observed (Kleiman, 2010).  So these so-

called theories contain within them solutions to the difficulties they raise. 

Institutional theories emphasise concepts such as path dependency, leading to a tendency to 

conservatism, and hence avoidance of innovations such as performance measurement.  

However, these conservative tendencies also refer to isomorphism of various types, so if there 

are precedents set – for example, by leading agencies in a jurisdiction – then there is the 

opportunity for effective reform.  So the influence of audit offices and finance departments can 

therefore be important if organisations seek to conform to the guidance and advice that is 

issued.  Institutional theories also indicate the nature of institutional and individual resistance 

that can be put in the way of reforms such as performance measurement.  These may be seen 

as inhibitors to the exercise of discretion by executives, in other words, affecting current power 

structures.   

Motivations of individuals vary.  It is more likely that motivation relates to higher level drivers 

such as freedom and power.  To the extent that executives can influence the performance 

measures under which they operate, this implies they will resist measurement that constrains 

them.  This also implies that, if there are to be good quality performance measures, there needs 

to be some sort of quality assurance independent of the area that they measure.   

Systems thinking as a synoptic theory 

A key issue raised at the start of this chapter is to understand what theory has to say about 

influences on success and failure in performance measurement in different contexts.  One way 

of analysing what is going on is to use the theories to enumerate and then analyse the forces 

that influence the behaviour of the performance measurement system. 

Analysis of forces that influence behaviour is appropriate, as much of the previous discussion 

can be characterised as being in part about power – who decides what elements of performance 

are important and who can use performance information to influence the direction of an 

organisation.  It is a commonplace that information is power.  If this is true, then performance 

measurement systems should be welcomed, used and even exploited in order to facilitate 

maintenance and extension of power.  It is not surprising that practitioners of performance 

measurement, or formal government guidance, do not refer to this aspect, which might be 

considered to have negative connotations. However, it is unexpected that use of performance 
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measurement to build power in organisations seems not to be considered in the literature.  One 

exception was Pollitt et al. (2007, p. 11) who observed, following Michael Porter and Foucault, 

that ‘those who create the categories in which the information is to be collected are themselves 

exercising a more subtle form of power’. In other words, power lies with the performance 

management system not the performance measures themselves. 

‘System’ is a much over-used term but their three common features are that they have elements 

or parts, there are links (processes, interrelationships, forces) between the parts and there is a 

boundary to the system, that is, a limit that determines what is inside and outside the system 

(Williams and Hummelbrunner 2011).  A further feature of systems is that they are essentially 

dynamic: they grow, change or adapt and the way in which they change is a key characteristic.  

Consideration of forces is a key element of systems theory.  Table 4.2 summarises the forces 

that affect performance measurement, based partly on the earlier analysis of the theories. The 

earlier discussion has indicated the expected direction of most of the forces listed in the table.  

For example, many of the influences refer to relationships and attitudes within an organisation, 

and so new institutionalism would suggest that the organisation would tend to continue along 

the same path.  Discussion of resources was not a feature of the theories discussed, but the 

expectation is that resourcing is at least a threshold issue: without adequate resources, it is hard 

to produce a sound performance measurement system. 

Table 4.2  Influences on performance measurement 

Resources: 

financial resources for performance measurement 

staff allocated to the performance measurement function 

information technology (IT) systems in support of the function 

current data about performance 

comprehensiveness and quality of internal procedures and guidelines on performance measurement 

training on performance measurement 

Organisational type and culture: 

nature of the business: whether objectives and levels of performance are easy to measure 

extent of internal use of performance measurement 

senior management attention and support 

culture: attitude to performance measurement 

extent of internal review of performance measures 

consistency between the strategic plan and internal and external performance measures 
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External influences: 

the level of scrutiny applied by oversight bodies such as audit offices or departments of finance 

incentives for the organisation to meet performance targets 

political inputs – the degree of ministerial and parliamentary attention to performance measurement, 

including legislation 

press, public and academic interest in and influence on performance measurement 

Individual incentives: 

incentives for individuals to meet performance targets in the forms of funding or otherwise. 

 

The availability of data to describe the strength and nature of these forces varies considerably, 

and the current study has not attempted to measure all such forces.  Only partial and qualitative 

information was gathered about resources, but there are good quality data on most of the 

external influences.   Information about organisational type and culture varies; the current study 

has reasonably good data on the nature of the business, the extent of internal review and the 

consistency between internally used and externally reported performance information, but 

some pf the other forces are less well known. 

In order to improve performance management systems, it is necessary to understand and, if 

possible, manage these influences.  For example, increasing external review will tend to 

improve performance measures, and reforming individual incentives may reduce disincentives.  

The role of leadership and example-setting by other organisations can also be important, but 

there is little evidence that internal resourcing on its own is likely to be effective. 

Katz and Kahn in the mid-20th century discussed organisations as systems in a fairly 

mechanistic mode, emphasising input–output processes, and in comparison with physical 

systems, used concepts such as energy and entropy, feedback and homeostasis to describe 

organisational systems (Katz & Kahn, 1966).  More recent systems thinking, following on from 

Senge (1990), have emphasised that systems are created through human action in using them 

(Vakkuri & Meklin, 2006). 

A systems approach to policy analysis and advisory work focuses on the dynamic interactions 

between actors, institutions and influences, rather than upon static structures (Halligan, 2017a).  

Similarly, Maguire, McKelvey, Mirabeau, and Oztas (2006, p. 171) referred to Simon’s 1962 

description of a complex system as ‘one with many parts interacting richly and 

interdependently so as to make knowledge and predictions of system-level behaviour difficult 
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to derive from knowledge about the behaviour of the parts.’  These parts interact dynamically; 

the interactions are non-linear and can form positive and negative feedback loops.  The result 

is that any element in the system can influence or be influenced by any other.  Complex systems 

are open (exchanging energy and information with the outside) and often operate under 

conditions far from equilibrium.  Finally, complex systems themselves have histories, even 

though individual elements are typically ignorant of the behaviour of the whole system in 

which they are embedded. 

Structural simplicity is not necessarily related to behavioural simplicity.  This can be 

considered a key insight of systems thinking: simple systems can have complex behaviour and 

vice versa.  The emphasis is often on how systems can have perverse or unusual results, with 

examples such as Lorenz’s striking image of a butterfly flapping its wings leading to a 

hurricane (Gleick, 1987, p. 20).  Somewhat more prosaically, Senge (1990) analysed 

archetypes – simplified descriptions of behavioural interactions within organisations – that lead 

to unexpected results.  However, it is equally so that very complex and incomputable sets of 

interactions can lead to stability.  All the citizens in a polity arguing, contending and competing 

generally does not lead to societal chaos, but to a more or less stable society, even if there are 

instances of violence and discord.  Indeed, the sets of rules and power relationships within such 

a society have to tend towards stability, otherwise the society would not have survived to the 

present.  This is, in effect, an evolutionary argument – there may be many systems with a large 

range of rules governing interactions between the elements, but we observe only the stable 

systems because any others would have disappeared.  This tendency towards stability helps in 

analysing systems such as performance information systems in that, even though the set of 

complex interactions cannot be modelled or even fully understood, the resulting system 

behaviour often follows a simple pattern.    

Such stability in systems is not necessarily beneficial.  When the environment changes, reform 

can be necessary, but a stable system will tend to resist change.  When perturbed, with good or 

dangerous intent, it tends to revert to its previous stable state.  In a sense, this is the 

institutionalism conclusion reached by a different path.  Systems thinking is highly compatible 

with institutionalist approaches to analysing governance (Tenbesel, 2018); further, institutional 

theories complement systems thinking by providing more insight on the nature of the 

environmental forces that will influence how performance measurement systems are 

implemented.  Such theories point out that the history and nature of institutions, their 



 

85 

stakeholders, and personal dynamics within them will influence the way in which espoused 

policies are actually conducted.   

A key element of systems thinking is that the links between the parts are not uni-directional, 

but can constitute feedback loops.  When considering the organisation as a system, performance 

management is a subsystem that helps to control that organisation. For the performance 

management subsystem itself, feedback refers to those means – review, quality assurance, 

views of external stakeholders and oversight bodies – that help to give information about the 

performance management system and hence improve it.  As noted above, such external review 

is a significant influence identified by the theory and supported by observations in this study. 

When boundary issues are considered as part of systems thinking, the process of analysis does 

not mean that the ‘outside’ is ignored but that it is considered as external and contextual.  For 

example, in this study, the focus is on performance measurement at the organisational level, so 

that is the primary system under consideration.  But the influence of, for example, policies at 

the jurisdictional level is an important contextual issue.  The activities around performance 

measurement – namely, resourcing, design of measures, collection of data, interpretation and 

reporting, and review of measures – and how these activities interact with each other can be 

considered to constitute a system.  So the boundary of the performance measurement system is 

the first boundary to consider. 

Systems thinking can also apply to the organisation as a whole, in which case the performance 

measurement subsystem would contribute to the overall ‘sensing’ mechanism vital to its 

survival.  Performance measurement operates as a feedback loop intended to maintain an 

organisation’s performance at its desired level.  Thinking of organisations as complex systems 

that use performance measures to gain information may help in the design of performance 

measurement.  For example, the systems approach has been used to criticise program logic as 

too linear, not allowing feedback loops and failing to consider external impacts on the 

achievement of the outputs and outcomes.    

Under this perspective, it is recognised that interactions between elements (such as the forces 

mentioned above) can be complex, and it is impossible to predict what will happen.  For 

example, in a performance measurement system, there are many players at different levels of 

the hierarchy and with different incentives; there may be different technologies involved 

throughout the agency and potentially different cultures (for example, the head office and 

hospital components of a health department).  In addition, there are various directives and rules 
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about performance measurement that are set out by the relevant jurisdiction and the host 

organisation.  Indeed, the nature of the organisation is one of the key influences on performance 

measurement; whether outputs, outcomes or both are visible is a key determinant of how 

performance measurement systems work (Wilson, 1989).  This in turn is driven by the nature 

of the work.  In this situation, it is very difficult to predict how all these factors will interact 

and whether they will produce a functional or dysfunctional performance measurement system.  

Systems thinking can simplify this by focusing on what is happening as a whole, for example 

by focusing on the forces (incentives and disincentives) that are likely to influence the 

characteristics of the overall system. 

Little in the literature has specifically related systems thinking to performance measurement.  

Kravchuk and Schack (1996) commented, among other things, that the complex nature of 

organisations meant that the rational mode of decision-making (considering all options and 

choosing the best) was infeasible and so what tended to happen was a cybernetic model 

whereby information was limited to that that could be handled by the decision-making 

structure, which would tend to make adaptive rather than optimal decisions.  This conclusion 

is similar to that of Simon’s about the adoption of satisficing as a decision rule.  Decision-

making in a hierarchical structure of delegations is itself a manifestation of this attempt to 

simplify the management of complex data.  Kravchuk and Schack also observed that, if an 

organisation concluded that performance measurement was too difficult, it could choose to 

simplify its programs, such as by eliminating multiple purposes or goals.  In commenting on 

design of performance measurement systems, they noted there was a conflict between capacity 

and flexibility.  A performance measurement system that had adequate capacity (i.e. consisted 

of a several measures that together provide sufficient information to describe the program 

performance) has the risk of being too inflexible to reflect changed program design or 

objectives. 

Some studies have addressed both performance measurement and systems, but they have been 

limited in scope.  Franco-Santos et al. (2014b) listed the key components of a performance 

management system as planning controls, cybernetic controls, reward and compensation, 

administrative controls and culture controls.  However, the understanding of systems appeared 

limited; they described performance measurement systems as simply a set of metrics.  One 

systems method, namely systems dynamics, has been applied to the process of budget-setting, 

with performance measures as one of the factors in the model (Grizzle & Pettijohn, 2002).  

However, their causal loop diagram was only a hypothesis, and the validation of the influences 
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was not attempted.  Nevertheless, such diagrams do provide insights, such as that factors 

affecting the success of the implementation are influenced by the success of implementation; 

in other words a recursive loop.  Boland and Fowler (2000) analysed the use of performance 

measurement as a feedback loop to provide control.  They built a simple continuous simulation 

model that indicated that responses to performance information may be complex, with delays 

and non-linearities in results. 

The failure of attempts to develop systemic non-financial performance measures in New 

Zealand has been explained using a systems approach.  Although there were barriers – such as 

path dependency, capability, measurement difficulties and lack of an evidence base – all could 

have been overcome.  The key was to look at the real system that shapes behaviour such as 

internal and external demand, rather than the formal system.  For example, bureaucratic and 

ministerial reluctance to engage reflected the reality(Gill, 2008). 

Conclusion 

There is no overall theory that by itself can explain how performance measurement works in 

organisations; instead many different theories help in understanding how performance 

measurement works within government organisations, from those based on the nature of 

organisations, such as institutionalism, to those that focus more on the behaviour of individuals 

under incentives, as well as theories that focus on the nature of governance and the setting of 

intermediate and final objectives.  These theories come from many different schools of thought, 

but one feature in common is that they consider the nature of forces and how they affect  the 

operation of performance measurement in organisations.  These forces, listed in Table 4.2 

above, are many; some will lead to more effective use of performance measurement and some 

will detract from its use. 

As discussed in the previous chapter, Hawke (2012) identified six factors that influence success 

of performance measurement systems: external, structural, managerial, technical, cultural and 

behavioural factors.  Each of these factors is consistent with the forces affecting performance 

measurement that were raised earlier in this chapter, so this reference forms a useful summary.  

These factors also all arise in the examination of influences on performance measurement that 

are in the results chapters. 

Consideration of how these forces interact and combine is assisted by systems thinking, which 

includes ways of addressing such multiple interactions.  It might be expected that individual 



 

88 

decision-makers and, by extension, the bodies they represent will take the path of least 

resistance, which will depend on the precise strength of those forces as they apply to their 

situation. Technologies, organisation type and ethos, external drivers and individual incentives 

all affect the strength of these forces and hence the success of performance measurement in an 

organisation.   

 



 

89 

Chapter 5  Methodology 

Measurement may use numbers, but it is not about numbers; it is about perception, 

understanding and insight  

  Dean Spitzer 

Starting with the research gap identified previously, the chapter generates research questions 

used to focus the study.  It then proceeds to outline the ontological, epistemological and 

methodological bases for the research.  Finally, it provides details of the method:  the processes 

used, both quantitative and qualitative, to collect information to answer the research questions. 

Development of research questions 

As identified in the review of the literature, despite the extensive research on performance 

measurement, there has been very little work on performance measurement as a system.  This 

encompasses understanding the interplay of influences on performance measurement and also 

dynamic considerations: how performance measures change.  There has also been little 

empirical work on determining the conditions under which performance measurement works 

best.  Accordingly, this work focuses on identifying and understanding influences on the 

quality of performance measurement and on how and if performance measures change over 

time.  The literature has also stated that there is little evidence that performance measures 

improve performance; this gap forms the basis of the third research question that addresses the 

impact on performance..     

In addition to the research gap, there is a practical issue that makes this focus on dynamics 

relevant. As discussed in the introductory chapter of this thesis, almost all government agencies 

in Australia use some performance measures and have done so for many years.  In this 

environment, the challenge for government managers is not to initiate performance 

measurement in their organisation, but to improve or replace existing measures.  As Pollitt 

(1990). points out, resources and energy to improve outcome indicators come from an existing 

debate about results. 

The extent of review by bodies external to the organisation being measured is one of the 

features of a performance measurement system that is a potential driver of change.  Other such 

drivers, beyond the scope of this research, include organisational or leadership change.   
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In summary, the focus of this research is on examining how external influences on the 

organisation as well as its intrinsic attributes affect the performance measurement system and 

hence performance measures and finally organisational performance.  This leads to the need to 

ask additional research questions: how to describe performance measurement systems (i.e. their 

main attributes, the major forces affecting their development and how they change and 

develop) and how to assess the quality of performance measures.   

A third research question is whether there is a relationship between characteristics of 

performance measurement systems and organisational performance. Empirical findings from 

the literature, reported in Chapter 3, showed that the link is not established.  Similarly, 

Chapter 4 discussed several potential mechanisms by which performance information could 

link to performance, but again, forces that would tend to disrupt or pervert such mechanisms 

were also identified. 

From the above, it can be seen that there is a large range of challenging research issues to 

explore.  One field of study that appears to be little researched, feasible to investigate and 

capable of leading to interesting findings relates to studying the quality of performance 

measures in selected organisations, including how they change and what influences those 

changes.  In addition, the literature on the effect of performance measurement on performance 

is thin.  The resulting research questions have been discussed above; for completeness, they 

are listed below.  

Research questions: 

1. How does the quality of performance measures in selected government entities in 

Australian jurisdictions vary with jurisdiction, type of organisation, and time? 

2. What are the factors that cause performance measures to vary between jurisdictions and 

between types of organisation, and over time? 

3. What impact, if any, does performance measurement have on performance? 

4. How should the quality of performance measures best be described and assessed? 

5. How should performance measurement systems be described?   

Ontological and epistemological foundations 

An initial and critical step is to set out the ontological and epistemological standpoints for the 

research.  Broadly speaking, ontologies are divided between the foundationalist approach – that 

there is a definable truth that exists independent of the observer – and the constructivist 
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approach, in which truth depends on the viewpoint of the observer.    Two approaches that are 

in some senses intermediate between foundationalist and interpretivist approaches are those of 

critical realism and its variant, transcendental realism.  The foundationalist approach is adopted 

here, possibly based on the author’s earlier studies in the natural sciences.  This view holds that 

there really does exist a world that can be measured and analysed, and a good way to understand 

that world is to develop theories which are then used to form hypotheses, which are then tested 

by experiments or observation.  Work in the social sciences, where repeatable events are rare 

and knowledge more evanescent, leads to consideration of critical realism and transcendental 

realism, as discussed briefly below. 

Critical realism 

Critical realism adopts what is called a ‘depth ontology’.  By this it is meant that there are three 

levels of existence (Easton, 2010; Marsh, 2009).  The first of these is the real:  deep structures 

and powers that exist, but often cannot be directly observed (e.g. in political science, the 

concept of class).  Existence is not dependent on our knowledge or understanding.  Powers are 

not always activated, so effects are not always observable.  The second level is the actual, 

consisting of events that occur when the real structures and powers are activated, that is, the 

effects of these powers.  The third level is the empirical: events as experienced by agents.  

These may or may not reflect the actual or real realms. 

As noted by Marsh and Furlong (2002), ontology is more like a skin than a sweater – it is 

something that is inherent in the researcher, not something that is modified according to 

requirements. For this researcher, although the critical realist approach has some appeal, there 

are also some issues that make it an uncomfortable fit.  The main issue is the privileging of the 

concept of ‘real’.  Considering an artificial social construct, which may have explanatory 

power, as ‘real’, with the empirical, that which is observed by agents, seen as derived from the 

real, seems counter-intuitive.  This conception of ontology has connections with the quasi-

mystical Platonist concept of the hidden ideal, with apparently real objects perceived by 

mortals being poor shadows of these ideals.   

For Easton, the fundamental tenet of critical realism is that we can use causal language to 

describe the world.  Critical realists assume that there is a real world out there, but this 

assumption can never be proved or disproved (unlike the beliefs of social constructivists and 

pragmatists).  Knowledge is fallible and theory-laden, but also subject to empirical check.  The 

assumption of reality is useful (performative) as, if we behave as if the world was real, the 
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supposition usually works.  Like Marsh and Furlong, Easton recognises that the world consists 

not only of events but of objects and structures that have powers and may generate events.  

Also, we must recognise that the production of knowledge is a social practice, that social 

phenomena rely on interpretation and that social phenomena have to be evaluated critically.   

Despite this, the real world sometimes breaks through and destroys the complex stories we tell 

ourselves (Easton, 2010). 

A variant of critical realism that is slightly more attuned to the subject matter of this thesis is 

transcendental realism.  Although originating with Kant, the term as used here comes primarily 

from Miles and Huberman (1994, p. 4), who describe the concept as meaning that ‘social 

phenomena exist not only in the mind, but also in the objective world’.  Transcendental realism 

intends to transcend the subjective and phenomenological by building theories that account for 

the real world.  The aim is to ‘account for events, not just document their sequence’.  This aim 

is more ambitious than that adopted in constructivist ontologies that seek merely to describe 

events.  The seeking to understand how events occur makes it consistent with critical realism.  

Transcendental realism provides a link to and foundation of the ontological basis adopted for 

this study, described in more detail below. 

Complex systems thinking as a basis for the preferred ontology 

In the literature there are two parallel sets of nomenclature: systems thinking and complexity 

science, which in practice are near identical.  Those using complexity science terminology, 

such as Maguire et al. (2006) recognise that their science is directed to the analysis of systems; 

but they emphasise that it is complex systems that they are interested in rather than trivial ones.  

Similarly, systems thinkers recognise that the application of their approach is to the resolution 

of complex problems.  In broad terms, complexity is the problem and systems thinking is the 

solution; thinking systemically is about making sense of the world rather than merely 

describing it (Williams & Hummelbrunner, 2011); again, this is a similar form of words to 

those used to describe critical realism. 

Complex systems principles have been used to develop an ontological position that the author 

is satisfied with and which can be used as a basis for this research.  Complexity can be 

considered as both ontological and epistemological: it can be a property of a system, its parts 

and interactions and it can also be a property of an interpretation or representation of a system 

(Maguire et al., 2006).  Complexity thinking can be related to an interpretivist ontology in that 

complexity can be characterised as arising through many non-linear interactions; and this focus 
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on interactions means that the perspectives of the individuals who are the sources of these 

interactions are significant.  Consistent with a postmodernist perspective, how a system 

operates depends on the varying perspectives of those affected by that system, leading to the 

need for reflexivity on the part of the researcher and consideration of a range of perspectives 

in order to get a better understanding. 

Further, interactions in an organisational context are mediated by language, and meanings can 

be fluid and subject to interpretation.   However, the epistemology remains objectivist; real 

agents or forces are modelled or theorised about, and testable results are produced.  Maguire et 

al. (2006) reported that their survey showed differing views on whether complexity thinking 

was positivist, realist or postmodern.  The concept of emergence – where higher level 

properties are dependent on, but cannot be wholly explained by, lower level activities – can 

avoid both reductionism and holism.  As Easton (2010) writes, emergence is also a feature of 

critical realism.  

Complexity thinking recognises explicitly what is inferred in all theorising: that the 

construction of a theory is an attempt to reduce complexity.  These complexity reduction 

strategies include setting a system boundary; reduction of full heterogeneity to a set of types; 

and using averages to describe characteristics and rates of change (Maguire et al. 2006, p. 180). 

One key approach of systems thinking is to consider the components of a system and their 

interactions with each other.  When considering small numbers of components, such 

interactions may be simple and well understood.  However, when large numbers of components 

interact over considerable periods of time, the overall behaviour can be hard to understand and 

give rise to unpredictable and sometimes surprising results.  Systems thinking shares with 

complexity sciences the concept of emergence.  For example, the actions of many buyers and 

sellers interacting in an economic system generate macro-level observables such as inflation 

rate and economic growth, but these concepts do not make sense at the individual transaction 

level. 

Consideration of systems approaches also sheds light on the long-standing structure–agency 

conundrum.  Which comes first; the individual agent or the social structure in which she or he 

operates?  It is now generally accepted that both influences apply: the agent influences the 

structure, and the structure influences the agent (Marsh 2010).   

An extreme agent-centric view was put forward by Margaret Thatcher, when she declared that 

there is no such thing as society (Thatcher, 1987).  Her point, of course, is that there exist 



 

94 

individuals, with their own characteristics and their relationships to others, but that the overall 

construct of ‘society’ is not helpful when considering the operations of government, as the 

impact is on people, not social constructs.  

In systems terms, therefore, agents exist at the granular level, while structure is an emergent 

property that arises at the systems level, based on the interactions, past and present, of many 

agents.  In this way of thinking, the behaviour of the agents is the basis of the overall behaviour, 

but it is impossible to individually study all these behaviours across a population.  Instead, 

understanding is gained through analysis of the social or organisational phenomena that emerge 

at the system level. 

The question is: do the structures exist, or are they merely manifestations of the interaction of 

individuals (noting that some of those individuals are no longer with us and the interactions 

occur through memory, history and tradition)?  To this, a utilitarian view (also consistent with 

critical realism) is adopted: to use the structural concept if it helps in understanding what is 

going on.  To use another example from the physical sciences, a gas consists of molecules, 

each at a certain instant with its own position and momentum.  One could consider, if this was 

a billiard table with a few balls colliding on it, calculating the individual speeds and velocities 

and therefore predicting what would happen.3  However, it is not feasible to calculate the 

outcome for the vast numbers of molecules in a gas.  Instead, we use the emergent properties4 

of this gas that arise from the results of the myriad collisions – the temperature and pressure.  

These concepts can be measured and relationships between them and other characteristics of 

the gases established.  So does ‘pressure’ exist, or is it only the outcome of the ‘real’ 

characteristics of the molecules’ momentum and energy?  My view is that this question of 

whether emergent characteristics really exist is not helpful.  If the concept of pressure helps us 

to understand what is going on in gases and predict their behaviour, then it should be used 

whether or not it is ‘real’.    

In a related topic, Woelert (2015), using ideas from Husserl and Michael Power, pointed out 

that the concept of number itself is an abstraction, based on counting physical things; and that 

performance measures, often based on comparisons, ratios or more complex formulae, are 

                                                 
3 In practice, calculating beyond a few collisions is not feasible for billiard balls, either. 

4 This use is different from that of Marsh, who stated that an emergent property is an irreducible feature of a 

complex whole that cannot be inferred directly from the constituent parts.   I would say that it can be inferred from 

the parts but is in essence a new characteristic that is a property of the whole, not a property of any one part.  A 

rainbow is explainable in terms of light refracted and reflected by each individual rain drop, but it only becomes 

a recognisable thing when the sun shines through millions of rain drops. 
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abstractions of abstractions.  Again, where the abstract concept of number is useful – as it is in 

a whole realm of applications – it is not significant whether it is real or not. 

Accordingly, the depth ontology, characteristic of critical realism, that states that the actual 

(events in the real world) is encompassed in the real (the enduring unobservable mechanisms) 

is not adopted.  Instead, these deep structures, useful for understanding and analysis as they 

might be, are seen as emergent characteristics that depend on the actual for their existence.   

Positivism and post-positivism as epistemologies 

Positivism was constructed as a response to earlier metaphysical approaches to inquiry.  The 

fundamental idea is that only experience can inform us about reality (McNabb, 2008, p. 32).  

Some interpretations of positivism hold that only the measurable exists and is worth studying; 

this is a view that is consistent with the topic of this thesis, performance measurement.  In its 

most extreme form, positivism assumes that the truth is available for discovery and that the 

truth is immutable. 

Marsh and Furlong (2002) summarise the core of positivism in four tenets.  Firstly, the world 

exists independently of our knowledge of it.  Secondly, it is possible to establish testable 

hypotheses about causal relationships between social phenomena.  Thirdly, direct observation 

can be used to test these hypotheses; and fourthly the empirical can be separated from the 

normative (the latter being the role of philosophy, metaphysics or religion).   

Post-positivism is a variant to positivism that allows for fallibility of evidence and changes to 

the ‘truth’.  Reality can be described only approximately and never really understood (McNabb, 

2008, p. 38).  McNabb also refers to positivism being criticised as antagonistic to common 

sense and practical knowledge; the current author might say that, instead, practical knowledge 

is a sound basis on which to develop hypotheses for testing; and that it needs to be tested 

because common sense is sometimes wrong.5  Several instances of common-sense assumptions 

being shown not to hold are presented in the results chapters of this thesis.  Post-positivism 

gives an acceptance that because of the mutability and complexity of society in general and 

organisations in particular, it is not possible to fully understand and develop a reliable theory 

of organisational behaviour.  In principle, a social structure might be observable and 

measurable, and potential relationships between elements testable, but in practice it is so 

                                                 

5 There is always a well-known solution to every human problem — neat, plausible, and wrong. H. L. Mencken 
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complex and so changeable that the formation and testing of hypotheses before the social 

structure has changed is problematical.    

From these positivist epistemologies, the author takes the view that there is an underlying 

reality that applies to social as well as physical structures and behaviours.  Provided that good 

techniques are developed for collecting data and making observations, the issue of personal 

bias can be reduced or at least identified; in other words, the observer can be substantially 

independent.  Any mistakes and biases of the researcher can and will be tested through 

repetition by different researchers, enabling the state of knowledge to approach closer to the 

truth. 

In adopting a positivist methodology, the research assumes that there are laws, patterns or rules 

that govern how performance measurement develops, and that these patterns can be discovered 

through research and observation of organisations and people who work in them.  It is accepted 

that in organisational research, access to evidence is not unfettered, and that some aspects are 

not directly observable.   

A key epistemological process of critical realism is retroduction, a process that leads to 

identification of mechanisms that explain what caused particular events to occur.  It implies 

neither that the mechanisms are postulated then data collected or that they are ‘induced’ from 

the event data; instead, the process is likely to be iterative (Easton, 2010).  Some of the search 

for explanation, especially in Chapter 7, is at least partly retroductive. 

So in trying to describe and analyse the messy reality that is government, understanding is 

always contingent on context and subject to change. Nevertheless, it is held that something 

does endure, an underlying pattern or consensus, so that research, although never fully 

complete, can assist in the understanding of organisations and therefore help with improvement 

to their performance.  

Applying these epistemological considerations to the current research, it is noted that how 

performance measurement develops is contingent: it depends on the organisation, the society 

within which it is embedded, and the key individuals involved.  Knowledge about how 

performance measurement works is therefore further circumscribed and limited, depending as 

it does on appreciating the context.  The research to be conducted can only examine a limited 

range of contexts, and therefore firm global generalisations are not possible.   

In sum, the approach to gaining new knowledge through this research will be based on forming 

hypotheses about how performance measurement develops in various contexts through 
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examination of the literature, followed by testing and possible revision of such hypotheses 

based on empirical findings.  The research questions discussed above are the basis for the 

hypotheses that are further developed in the results chapter. 

Methodology 

Critical realism endorses or is compatible with a relatively wide range of research methods; 

and the particular choices should depend on the nature of the object of study and what one 

wants to learn about it; and a critical realist case approach is particularly well suited to relatively 

clearly bounded, but complex, phenomena (Easton, 2010).  This is reflected in the mixed 

methods approach described below. 

Qualitative and quantitative methods 

A common connection is made between positivism and quantitative methods, and between 

post-positivism and qualitative methods.  The positivist approach of forming testable 

hypotheses usually implies that there is a measurable connection between social phenomena, 

requiring quantitative methods for its explication.  However, this depends on the nature of the 

hypothesis put forward and the context.  If the hypothesis is, ‘All swans are white,’ then a 

single observation can disprove that.  This might be labelled quantitative, but if so, it is of a 

very simple sort.  In a trial by jury, a positivist hypothesis is put forward by the prosecution 

that the defendant is guilty; the analysis by which the jury decides whether this is, or is not, 

beyond reasonable doubt is almost entirely qualitative.  Conversely, in a post-positivist 

exploration of an issue the assemblage of a range of statistical information, as made popular in 

several demonstrations of the usefulness of ‘big data’, helps to provide understanding of the 

issue but often does not permit the reaching of conclusions. 

This study uses both quantitative and qualitative approaches; in other words a mixed methods 

approach.  Quantitative and qualitative analyses were combined in the following way.  Firstly, 

quantitative data are used to explore how performance measures have changed over time and 

how this pattern of change is affected by jurisdiction or type of organisation.  Then qualitative 

information, from interviews, records of parliamentary debates and legislation and other 

guidance documents, is analysed to try to shed light on the forces and influences on 

performance measurement.  As part of this thinking, hypotheses are developed and, to the 

extent possible, tested for veracity. Further information on the qualitative and quantitative 

methods used are in the methods section later in this chapter.   
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Quantitative analysis attempts to relate dependent variables – namely, assessments of the 

quality of performance measures in an agency and the rate of change of performance 

measures – to independent variables such as the type of agency and the jurisdiction to which it 

belongs.  This is partly done using descriptive statistics and partly using non-parametric 

measures of association (because some variables are categorical).   

Qualitative analysis was explored through a number of mechanisms.  NVivo was used as a tool 

for exploring the recorded discussions from interviews – analysing themes that arose, and 

determining categories, themes and patterns of concepts and how they varied with the type of 

organisation to which the informant belonged.  These patterns were then used to try to derive 

explanations for the variations observed.  This is consistent with the process described in 

(McNabb, 2008, p. 286).  As recommended by McNabb (p. 362), the process started with open 

coding – reviewing each interview and generating descriptors (nodes) from the text, rather than 

from a predetermined list.  Additional codes related to the interview themes were also used. 

Parliamentary discussion, as recorded in Hansard, was used to determine the frequency with 

which key terms, such as ‘performance’ and ‘measurement’, were used.  This was conditioned 

by a judgemental assessment of the context in which the terms were used – sometimes it was 

nothing to do with the subject of this thesis.6  Guidance material related to performance 

measurement was analysed for the occurrence of specific elements that might be used to 

influence and guide practitioners, and then assessed for the comprehensiveness of the content.   

Systems thinking as a methodology 

Systems thinking, referred to above as a basis for ontological thinking, is also of use in the 

process of analysing results.  Systems thinking is inherently dynamic, addressing patterns of 

change and development, and so is a suitable approach to researching changes in performance 

measures.  Performance measurement, together with the taking of corrective action to address 

any deficiencies, can be considered a feedback loop that helps to maintain an organisation’s 

performance at its desired level.  Feedback loops is one of the concepts of systems thinking.    

There is some history to the use of systems thinking to understand organisations.  Katz and 

Kahn in the mid-20th century discussed organisations as systems in a fairly mechanistic mode, 

emphasising input–output processes; and in comparison with physical systems, they used 

                                                 

6 For example, use of the word ‘performance’ in a theatrical context, or to refer in general terms to how the 

government is performing. 
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concepts such as energy and entropy, feedback and homeostasis to describe organisational 

systems (Katz & Kahn, 1966).  Jay Forrester, in his seminal book Industrial dynamics used 

computer modelling to explore the interactions between the flows of information, orders, 

materials, money, personnel and capital equipment, in a company, an industry or an economy 

(Forrester, 1961).  This was based on applying principles of feedback using the then new power 

of digital computing, allowing an experimental approach to assisting decision-making – that 

is, simulating what would happen with different inputs.  This was thought to be useful to 

educate managers to be aware of unexpected consequences – for example, where small 

fluctuations in customer demand could lead to large fluctuations in inventory at the factory 

level. 

Senge (1990) explored such interactions using feedback diagrams – avoiding computerised 

modelling – to explore what he called archetypes of behaviour caused by interactions of 

feedback systems.  These could be used to explain unexpected results, such as instances where 

despite strenuous efforts the system is resistant to change. 

As discussed in Chapter 3, four elements are common to all systems approaches: an 

understanding of interrelationships, a commitment to multiple perspectives, an awareness of 

boundaries and an understanding of dynamics.  Within this overall delineation of systems, there 

is an additional dimension that applies to human systems: they can be purposive.  Although the 

complexity of interactions means that the future is unpredictable, shared goals are one of the 

forces that influence the future (Eoyang, 2007).  This systems approach includes consideration 

of the purposes (stated and unstated), influences (structural, cultural and organisational) and 

feedback mechanisms that drive how performance measures are developed, collected and used.  

Systems may be categorised as open – exchanging information and energy with their 

environment – or closed, in which case they do not (Midgley, 2007).  Organisational systems 

are often assumed to be open – an espoused theory – but are often at least partially closed, 

reflecting the theory in use (Argyris, 1999).  An example is where performance measures are 

seen by external users to be ineffective but pressure within the organisation leads to their 

retention for reasons of political value or of being seen to be consistent over time.   

Method 

From the philosophical foundations of ontology, epistemology and methodology, the chapter 

now presents a detailed description of the steps taken to undertake the research.  As it was not 
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possible within the time available to assess all measures of all departments of all jurisdictions, 

a case study approach based on a judgemental sample of Australian public sector organisations 

was selected.   

Case study research has been one of the main methods of research in the field of performance 

measurement, along with surveys and quasi-experimental research (Franco-Santos, Lucianetti, 

& Bourne, 2012).  Indeed, the majority of references cited in Chapter 2 that described empirical 

findings were based on case studies ranging from examination of one firm to studies over the 

50 states of the USA.  Analysis of a small number of case studies was chosen as a suitable 

approach, as it enabled investigation of the complex interplay of factors within organisations 

in sufficient detail, while still providing for considering differences between different types of 

organisation and different jurisdictions.  As Easton (2010) said, a case study of a small number 

of entities can provide a great deal of largely qualitative data which can offer insights into the 

nature of the phenomena.  For these reasons, case study research was felt to have the best 

prospects of leading to answering the research questions. 

The reasons for focusing on organisations (rather than jurisdictions) are as follows.  Although 

there is some whole-of-government reporting, (ACT Government, 2012), performance 

reporting is currently more common at the agency level.  This is also the level which is arguably 

the most significant for public accountability.  Performance improvement is more easily 

achieved at a lower level, such as programs, but agency performance measures frequently 

include program-level measures.  To provide context for the case studies, documents such as 

finance department guidance, investigations by parliamentary committees and reports by audit 

offices and trans-national bodies were examined to provide information on the way in which 

performance measurement systems are supposed to, and do, operate.  For a subset of these 

organisations, further qualitative information was gathered in the form of interviews with a 

range of officers involved in selecting, managing and using performance measures. 

The possibility of including a survey was also considered, but it was felt that it would not add 

significantly to the quantitative data and the detailed interview results; especially considering 

that there was information available from a survey of performance measurement in 

Commonwealth agencies (Hawke, 2013) that is reported in the results chapters.  Table 5.1 

provides a summary of the methods used to answer each of the research questions; details are 

provided in this section, together with some supplementary discussion as appropriate in the 

results chapters. 
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Table 5.1 Methods used to answer research questions 

Research question Method 

How does the quality of performance 

measures in selected government entities in 

Australian jurisdictions vary with 

jurisdiction, type of organisation, and time? 

Quantitative analysis of quality scores for 

performance measures for each of the nine 

selected organisations over seven years, 

supplemented with qualitative assessment 

of interviews. 

What are the factors that cause performance 

measures to vary between jurisdictions and 

between types of organisation, and over 

time? 

Qualitative analysis of interviews 

What impact, if any, does performance 

measurement have on performance? 

Analysis of case studies of selected 

organisations (qualitative and quantitative) 

supplemented with findings from 

interviews. 

How should the quality of performance 

measures best be described and assessed? 

Review of the literature, together with 

analysis from first principles 

How should performance measurement 

systems be described?   

Review of the literature, together with a 

qualitative analysis of interviews 

 

Selection of case studies 

Yin (2009) describes case studies as potentially including six sources of evidence: 

documentation, archival records, interviews, direct observations, participant observation and 

physical artefacts.  For this research, case studies were of two types. For all cases, public 

information (documents such as budget papers and annual reports) were examined and 

analysed.  This falls under Yin’s category of ‘archival records’.  Within the time available for 

the research, only a few organisations can be reviewed in detail.  So, for a subset only of these 

cases, interviews were conducted with key executives and operational staff.  Direct or 

participant observation, as well as examining artefacts, were not used in this study. 

Within these multiple case studies, there is a single focus to each case: the development and 

use of organisational performance measures.  Yin categorises this as a holistic multiple-case 

design.  In Stake’s typology, the approach adopted is the collective or multi-site case; 

appropriate as  it enables a greater understanding of the phenomena under review (McNabb, 

2008, p. 289). 
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There is no simple rule for determining the number of case studies required (Yin, 2009). With 

any reasonable number, results will not have statistical significance.  But case studies can be, 

as Yin points out, generalisable to theoretical propositions.  In other words, the empirical results 

of the case study are used to test the previously derived theory (Yin, 2009).  Yin states that, if 

two or more cases support the same theory, replication can be claimed; but more replications 

would be required if the theory is subtle and more certainty of results is required.  To explore 

other contexts, such as different types of organisation, additional cases are also required, 

perhaps six to ten (p. 54).  Easton quoted Eisenhardt  as saying there is no ideal number, but 

between four and ten cases will usually work out well (Easton, 2010). 

This research uses case studies of nine public sector organisations in Australia, being three 

jurisdictions and three types of organisation within each jurisdiction.  This number is consistent 

with Yin’s advice and was feasible to address in the time available.  More background 

information on these jurisdictions and organisations is in Appendix B; a brief summary follows 

here. 

The three jurisdictions were selected to encompass three different stages of development of 

performance measures.  The Commonwealth of Australia had not revised its performance 

measurement arrangements for some time prior to this research commencing, there was a weak 

system of review, and significant criticism by the Auditor General.  In 2013, the 

Commonwealth changed its legislation and approach, but this did not have substantive impact 

during the period studied.  The Australian Capital Territory had had a long period of robust 

performance measures, but no substantial reform in the years covered by the study.  New South 

Wales introduced a new approach to performance measurement – and substantial changes to 

the measures themselves – in the middle of the period covered by the research.  These three 

jurisdictions therefore cover the range of performance measurement stability and quality, as 

well as being more familiar to the researcher and offering lower travel costs for meetings. 

The types of organisation were selected to encompass central agencies, service delivery 

agencies and regulatory agencies, each of which have their challenges with respect to 

performance measurement.  The central agency in each case was the agency responsible for 

finances, and, not coincidentally, for policy with respect to performance measurement.  It was 

originally intended to consider health departments for each of the jurisdictions, but then it was 

realised that the Commonwealth department is primarily responsible for funding and 

regulating, and so has a different role to that of the sub-national jurisdictions, which actually 
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deliver health services.  Instead, the Australian Taxation Office was included, as an example 

of a large service delivery agency.  Both health and taxation have some quite numeric 

disciplines at their core (epidemiology and accountancy) and so are more likely to have a 

culture that accepts performance measurement. 

The third stream of agencies was chosen so that they both represented regulatory functions and 

were constituted as statutory authorities rather than departments of state.  The gambling control 

function is important to Australian culture, so this was used to select the sub-national bodies.  

At the Commonwealth level, communications is a significant area, hence the selection of the 

Australian Communications and Media Authority (ACMA). 

There is also a size dimension.  The service delivery agencies are the largest, then the policy 

departments and the regulatory authorities are the smallest.  This spread is designed to 

encompass the range of organisational functions and to help answer the question of whether 

function affects quality and use of performance measurement.  The organisations selected as 

cases are listed in Table 5.2 below.     

Table 5.2 Cases selected 

 Central Policy Service Delivery Regulatory 

Commonwealth Department of Finance Australian 

Taxation Office 

Australian Communications 

and Media Authority 

New South Wales Department of 

Treasury 

NSW Health Independent Liquor and 

Gaming Authority 

Australian Capital 

Territory 

Chief Minister and 

Treasury Directorate1 

ACT Health2 Gambling and Racing 

Commission 

Note 1: This Directorate later merged with the Economic Development Directorate to form the Chief 
Minister, Treasury and Economic Development Directorate 

Note 2: The formal name is ‘ACT Health Directorate’, but in many publications it is branded as ‘ACT Health’ 
and this name is preferred here for simplicity. 

Time period 

As this research is focused on the dynamics of performance measurement – the influences that 

cause changes – it is obviously necessary to study behaviour over time.  A four-year period for 

consideration of these public documents was assessed as the minimum, based on a number of 

considerations such as firstly.  Firstly, it encompasses the length of time that it takes for any 

change to the performance measurement system to be implemented – at least one to two cycles.  

Secondly, the period also covers the duration of strategic plans prepared by government 
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agencies, typically three years, and also the extent of forward planning of performance 

measures as included in budget papers, normally budget year plus three future years. 

For more comprehensiveness, the research addressed performance measures over a seven-year 

period: those described in budgets from 2009 to 2015 and annual reports from 2010 to 2016.  

Initially, a five-year period was analysed, but this was later extended later to seven years to be 

more comprehensive and to keep the results more up-to-date.  Gill (2013) analysed changes 

over 10 years in New Zealand by analysing at three intervals, each five years apart.  In the 

Australian context, however, this five-yearly review was felt to be less useful as departments 

and agencies were subject to continual machinery-of-government changes.  For this reason, 

analyses were conducted each year in order to understand in more detail how changes occurred.  

This meant a greater volume of data to be analysed; this was one reason for initially restraining 

the research to five years.  The other was that the extent of change, referred to above, meant 

that in some cases entire organisations were merged or disappeared so that tracing the changes 

across equivalent groups became more difficult the longer the interval studied. 

The process of data collection and assessment 

Data were collected primarily from budget papers published by each organisation.  These 

budget papers provide, as well as details of funding, performance measures and sometimes 

targets for the organisations in the sample.   

The first step was to record the performance measures as defined in the budget documents for 

the base year (2009–10) by copying them to a spreadsheet.  This was repeated for each other 

year in the sample.  The measures are variously described in the budget papers; for example, 

the Commonwealth used the term ‘key performance indicator’, the ACT used ‘strategic 

indicator’ and ‘accountability indicator’ and NSW used ‘key result and activity measures’, 

‘result indicators’ and ‘service measures’ early in the period under consideration before later 

simplifying to one category, called ‘measure’.  Over the years, there were revisions, 

replacements, deletions of old measures and creations of new ones.  For any change at all, the 

first consideration was whether the change was minor or major.  A minor change was if the 

measure was re-numbered, or if the only change was editorial in nature, designed to clarify the 

intent.  Any other change was counted as major, and in this case, it was treated as if the old 

performance measure had been dropped and replaced with a new one.   

There were also several instances of measures being retained but re-ordered.  Sometimes this 

was a simple resequencing within a category (e.g. ACT re-ordering its strategic indicators, 
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which was done frequently) or re-labelling an entire category, (e.g. NSW replacing its results 

indicators with NSW 2021 performance measures).  Within each cell of the table, the following 

information was entered:  

• ‘n.a.’ if the measure did not apply for that year (e.g. it had not yet commenced or had 

been abolished) 

• the result for the measure as reported in the annual report or subsequent budget papers.  

If the measure was in the budget papers but not in the annual report or a subsequent 

budget paper, ‘not reported’ was entered.  Where the only available data was in the 

succeeding budget, the information was an estimate (as the budget is typically brought 

down in May or June, before the end of the period); these figures were marked ‘est.’.  On 

some occasions, there was reporting against the measure but only in a discursive fashion.  

In this case, a footnote reference was entered in the table with the later footnote 

explaining what was published in the annual report.  Finally, some results were only 

expressed graphically, and it was necessary to read the result off the graph.  This was 

necessarily approximate, so the result was marked ‘approx.’ 

• the assessed performance against targets or estimates.  On some occasions, organisations 

put forward forecasts rather than targets, but these were treated as targets where 

appropriate.  Where the target was not embedded into the definition of the indicator, the 

target was entered into the table, with the prefix ‘c.f.’ (i.e. the result is to be compared 

with that number). The measure was then colour-coded for whether the target was 

achieved. The colours used were green for achieved, red for not achieved, yellow for 

ambiguous or uncertain, blue for cases where results were not reported at all, and grey 

for instances where it was not clear in which direction the measure should go.  This latter 

applied in particular to measures of activity.  For example, some estimates related to the 

number of clients; whether there were more or fewer than predicted is not necessarily an 

indicator of performance in the public sector.      

 A comments column was used to provide further information.  Table 5.3 below presents an 

extract (from NSW Health) that provides an example of the format used. 
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Table 5.3 Format of retention of indicators table 

Performance measure  2009–

10 

2010–

11  

2011–

12 

2012– 

13 

2013–

14 

2014–

15 

Comments 

Antenatal visits - percentage 

of confinements for 

Aboriginal women where 

first antenatal visit was 

before 20 weeks gestation 

83% 

c.f. 

78% 

est 

85% 

c.f. 

87% 

c.f. 

87% 

n.a.: 

replaced 

by 

below 

n.a. n.a. 

 

Antenatal visits - 

confinements for Aboriginal 

women where first antenatal 

visit was before 14 weeks 

gestation % 

n.a. n.a. n.a. 
61% c.f. 

75% 

est 

62% 

c.f. 

62% 

54% 

c.f. 

52% 

2014: 

reduction 

due to 

definitional 

change 

 

Method to assess quality of measures 

In addition, the overall database contains assessment of the quality of the performance 

measures.  The approach to developing criteria for quality of performance measures answers 

the fourth research question and is described in detail in Appendix A.  In brief, a search of the 

literature was conducted to identify such criteria.  Eleven sets of criteria were analysed (more 

were found, but these 11 reached saturation with respect to identifying criteria).  From these, a 

set of 23 distinct criteria were tabulated, of which 17 were related to performance measures 

and the remaining six being related to the overall performance measurement system.  Most of 

these 17 criteria could be grouped into five categories: relevance, completeness, precision, 

clarity and degree of assurance.  An analysis of criteria for performance measures was then 

conducted from first principles, taking into account that the performance measures being 

analysed here have a primary purpose of accountability.  This led to a total of eight criteria, 

which had a large degree of overlap with those identified from the literature.  Considering all 

of these potential criteria a reduced set of four was then identified: relevance, clarity, accuracy 

and completeness.   

• ‘Relevant’ reflects the aims of the organisation.  Unless a measure says something 

relevant about performance it is not useful. 

• ‘Clear’ encompasses that the measure is measurable (it results in a number or at least a 

well-defined qualitative assessment) together with a clear description of the method by 

which it is to be assessed or calculated, and the desirable direction in which it should be 

heading. 
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• Accurate encompasses validity, lack of systemic bias, and precision, and that the 

measurement responds reasonably quickly to changes in underlying performance, 

including through being reported in a sufficiently timely manner. 

• Complete means that, taken as a whole, the measures cover all significant aspects of 

performance.  This is assessed for each major part of an organisation, typically called a 

program.  Completeness assesses whether the program in question is adequately 

described by the performance measures. 

Assessing accuracy, however, requires more detail on the data used to generate the measure 

and how it is calculated; detail that is not generally available from public sources.  For this 

reason, the criterion of accuracy was omitted from the assessment leaving three key criteria.   

There are many other desirable attributes of performance measures, for example that they are 

relatively easy and cheap to collect, often because they are needed for operational purposes as 

well as performance reporting; able to be collected quickly, so they are not out of date by the 

time they are reported; are understandable by staff and stakeholders; and are comparable to 

previous years and to other organisations to help with benchmarking.  However, most of these 

factors are beyond the scope of this research project, because they are not visible from public 

data.  Understandability is related to clarity, and the research does consider longevity of 

measures but not their usefulness for benchmarking.  There were some comments by 

interviewees about the use of performance measures for benchmarking, and these are discussed 

in Chapter 7.  

The interpretation of whether a measure is relevant or well defined was made on face value 

based on the measure itself as described in the budget documents or annual reports.  Assessment 

of relevance was by comparing it with the definitions of outcomes or program objectives 

contained in the budget documents; these definitions were also recorded in the results 

spreadsheet to facilitate these assessments.   Completeness was assessed for each set of 

measures that described an output (a major component within an organisation) through an 

assessment of the extent to which each element of the output description is covered by the set 

of measures for that output.  (What are here labelled ‘outputs’ had different labels in the 

different jurisdictions; in the Commonwealth, they are called ‘programs’; in NSW ‘services’; 

and in the ACT, ‘outputs’.)   

Appendix A also includes a rubric for scoring any performance measure against each of these 

criteria on a scale of 0 to 3.  Every assessment was reviewed at least once and revised if 
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considered necessary.  The assessment is necessarily subjective, but is made more rigorous 

through use of the defined rubric and in most cases the assessment is clear.  Such subjective 

assessment is frequently used, for example in assessing local council indicators in England and 

Wales (Boyne 2002).   External validity depends on whether the results from the cases studied 

can be applied more generally.  As there is only a small sample, such extension is problematic, 

but, since the cases have been selected to encompass a range of jurisdictions and a range of 

types of organisation, the application of the results to other Australian government 

organisations can at least be tentatively applied. 

Method to assess the rate of change of performance measures 

This assessment was based on analysing changes to performance measures over the period 

2009–10 to 2015–16 for each organisation.  Sometimes there were significant organisational 

changes, such as combining with other organisations or dividing into two organisations.  In 

these cases, the same activities that were identified in 2009–10 were traced through to 2015–16.  

For example, in the ACT, Department of Treasury (as it was called in 2009) combined with 

Chief Minister’s and Economic Development functions over the period, but this work traces 

the measures that relate to the work of the Treasury component.   

For each measure, the total number of changes over the period was counted.  The following 

rules were followed: 

• A new measure commencing after 2009–10 was counted as a change. 

• A measure ceasing before 2015–16 was counted as a change. 

• A measure with an obvious successor measure was counted as a change (as noted above, 

if the change was editorial only, this was not included). 

• If a measure was replaced by two successor measures, each different to the original, this 

was counted as two changes. 

On some occasions, a measure was changed and then later changed back to the previous 

definition.  This was counted as two changes unless such changes were editorial only.  In this 

way, total changes over the period were accumulated for each organisation.  These totals were 

compared with the average number of performance measures current over the period for that 

organisation. 
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In an earlier iteration of this work, the scheme used by Lonti and Gregory (2007) was adopted.  

This involved looking at a period of time (in their case, two tranches of five years each) and 

considering two factors:  the survival rate – the proportion of measures that survived to the end 

of the period; and the novelty rate – the proportion of those measures at the end of the period 

that were not there at the start of the period.  In the current work, as measures are counted 

throughout the seven-year period, this becomes unhelpful, so the present regime of simply 

counting the number of changes was adopted.  This total number of changes is then compared 

with the average number of measures over the period to get an assessment of the rate of change.  

Data analysis 

The results from the data collected on performance measures in budgets and annual reports 

were used to address the first three research questions: 

1. How does the quality of performance measures in selected government entities in 

Australian jurisdictions vary with jurisdiction, purpose of performance measurement, 

type of organisation and time? 

2. What are the factors that cause performance measures to vary between jurisdictions, 

between types of organisation and over time? 

3. What impact, if any, does performance measurement have on performance? 

Methods used were, firstly, to inspect directly for possible connections – for example, by 

graphing relationships – and, secondly, to apply statistical methods where appropriate.  A two-

stage statistical assessment was conducted.  Firstly, a simple regression analysis of the results 

in terms of predicted parameters of the system, such as rate of change and quality of 

performance measures as a function of potential causes, such as type of organisation and nature 

of jurisdictional review, was conducted.  Some of the variables involved here are categorical 

variables, which means that normal linear regression is not appropriate.  Nevertheless, this 

analysis acts as a first pass: if there is little evidence of relationship between the variables 

shown using this technique, then use of non-parametric analysis would show even less 

connection.  Subsequently, non-parametric tests of association were used for those 

relationships for which there may be a relationship.    

Case study interviews 

For four of the nine organisations in the case study sample, there was a more detailed analysis 

in the form of semi-structured interviews with officials.  The interviews addressed reasons for 
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retaining or modifying performance measures, how the measures were developed, collected, 

analysed and used, and the nature of external influences (such as audit offices and finance 

departments) on the selection of performance measures.   

The four organisations were selected to encompass all three jurisdictions, and to address both 

central policy and service delivery organisations.  They were the Commonwealth Department 

of Finance, NSW Health, ACT Chief Minister and Treasury Directorate (CMTD), and ACT 

Health.  No regulatory bodies were included, partly for practical reasons such as limited time, 

but also because such bodies were smaller with few or no performance measurement specialists 

to consult; and it was assessed that the difficulties of use of performance measures would be 

intermediate between those of policy bodies  and service delivery bodies.  Focusing on the 

latter two types would therefore explore the extremities. 

Interviews were conducted with a representative of the area responsible for performance 

measurement, and with one or more officers in line areas who contribute to the collection and 

use of performance measures. In addition, interviews were conducted with representatives of 

areas responsible for jurisdiction-wide policy and guidance.  Interviewees were identified by 

first writing to the chief executive (or nominated deputy) to seek approval for the research to 

proceed, and to nominate an officer to assist with access and with identifying officers to 

interview.  This process was assessed as successful in identifying key representatives as above.  

The individual officers interviewed were selected by the organisation, so they were not an 

independent sample.  Nevertheless, they were assessed as a fair representation of a range of 

functions within the organisations.  

For each interview, arrangements were made directly between the researcher and interviewee.  

All interviewees were provided with information on the research and asked to sign a form 

agreeing to participate in the research – see Appendix C for the details of these forms, the 

overall ethics approval process, and the questionnaire that guided the semi-structured interview 

process.  In most cases, there was one interviewee only, but on two occasions, the primary 

interviewee chose to also have a colleague present to assist in providing information.  Most 

interviews were approximately one hour long, but on some occasions the interviewee had less 

time.  All interviewees were asked whether they would permit electronic recording of the 

interview.  Most agreed, but in some cases the interview records were based on handwritten 

notes only.  In all cases, the transcript or notes were typed up and later analysed for themes and 

trends with the assistance of the NVivo software package. 
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Interviews were conducted as approvals were granted and interviewees became available, 

between June 2014 and May 2015.  Most interviews took place at the interviewee’s office or a 

nearby meeting room; sometimes, at the request of the interviewee, they were held at a nearby 

coffee shop.  After the interview was transcribed, the record of the meeting was sent back to 

participants for checking.  Some participants provided relatively minor corrections, some 

specifically approved the record as correct, and others did not reply to the invitation to provide 

corrections; no follow-up was conducted if there was no response.  There were no instances of 

substantial changes being provided to any interview record. 

Analysis of interviews 

As noted in the methodology section above, the analysis process was performed with the 

assistance of NVivo and started with open coding: reviewing each interview and generating 

descriptors (nodes) from the text, rather than from a predetermined list.  Nevertheless, it is not 

surprising that this ‘bottom-up’ set of descriptors included the issues that were specifically 

raised as interview questions or prompts, although the connection is not strictly one to one as 

some interview questions and some nodes address more than one research question.  Once the 

codes were identified in this bottom-up process, they were organised into categories.   

The first research question is answered primarily using the quantitative data from annual 

reports and budget statements, but individual interviewees helped to provide some context to 

or explanation of the quantitative results.  The supporting research question, relating to how 

the quality of performance measures should best be described and assessed, was not addressed 

to interviewees, as it was thought to be a specialist or technical question.  The structure of the 

nodes and the way in which these relate to the key interview questions and the remaining 

research questions is outlined in Table 5.3 below.  In this table, the interview questions and 

node categories are allocated to the research question to which they are most relevant, although 

there are some cases where the information is applicable to more than one research question.  

In addition to the analysis through NVivo, a table was constructed of responses to each 

interview question, and the results of this tabulation also fed through to the qualitative analysis.  

All interview extracts that were coded to the relevant research question were then re-read and 

summarised in the findings presented in the results chapters.  The 17 respondents were 

anonymised by randomly assigning them a code, from AA to QQ; each relevant quote is 

followed by the code letter in square brackets, for example [AA]. 



 

112 

Table 5.4  Research question, interview questions and NVivo nodes  

Research question Interview questions* Node categories in NVivo 

How does the quality of 

performance measures in 

selected government 

entities in Australian 

jurisdictions vary with 

jurisdiction, type of 

organisation and time? 

10. What processes are used to check 

on the quality of performance measures 

and the data collected?  

11. What is your view on the 

effectiveness and value of each of these 

review mechanisms? 

Quality of measures 

Rate of change of performance 

measures  

Data 

Number of indicators 

Type of indicators 

What are the factors that 

cause performance 

measures to vary between 

jurisdictions, between 

types of organisation, and 

over time? 

4. What is your assessment of the 

availability of skills, resources and data 

to support the collection and reporting 

performance measures? 

9. What is your understanding of the 

process by which performance 

measures and their targets are changed 

from year to year? 

 

Culture  

External influences 

Factors affecting quality 

Jurisdiction-level advice 

Local measures and their links to 

externally reported measures  

Resources (for measurement) 

Review 

strategic planning link 

Framework  

What impact, if any, does 

performance 

measurement have on 

performance? 

7. How do you use performance 

information? 

 

Use 

Lack of use 

Reporting  

Targets  

Cross-agency performance 

measurement 

 

How should performance 

measurement systems be 

described? 

 

1. What types of performance measures 

are collected in your organisation, to 

your knowledge? 

3. How are performance measurement 

functions managed within the 

organisation? 

5. What do you consider are the 

primary reasons for collecting 

performance information in your 

organisation?   

6. Is there a formal statement of 

purpose for the performance 

measurement function? 

8. How would you characterise the 

organisation’s view on performance 

measures? 

Creating and changing 

Performance measurement system 

Views 

 

* Note 1: Question 2 was an introductory question, ‘What roles do you have with respect to performance 

information?’  that did not contribute to any research question.   
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Limitations 

The method has several limitations.  Firstly, organisations were selected judgementally, rather 

than randomly.  Nevertheless, they were chosen to be representative Australian government 

bodies.  Secondly, individuals interviewed within organisations were selected by the 

organisations themselves.  However, they were chosen following advice of the types of people 

desired to be interviewed, and those nominated were assessed to meet these criteria.  There is 

a limitation in sample size, as there were only nine organisations included; but this is within 

the range of acceptable number of case studies, as discussed above.  Due to time constraints, 

interviews, and some other analyses such as examination of organisational guidance and 

Hansard, were conducted for only one year rather than encompassing the period of the study.  

Finally, there are the normal limitations in using interviews in that the analysis relies on the 

researcher’s understanding of the interviewee’s understanding of reality (the double 

hermeneutic).  However, these are judged to be manageable limitations, and the method is 

assessed to be capable of producing useful answers to the research questions.   

Conclusions 

The chapter has established a set of research questions that have set the scene for an 

investigation of the quality of performance measurement in Australia and of whether 

performance measurement affects performance.  The methodology is based on a foundation of 

critical realism and post-positivism, brought together through systems thinking.  The method 

adopted, consistent with these foundations, addresses the research questions using an 

examination of case studies based on  mixed methods, using both qualitative assessment of 

interviews and texts, and numerical analysis of budget papers and annual reports. These results 

are presented in the following chapters. 
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Chapter 6  Quality and stability of performance measures 

This results chapter examines the quality of performance measures and their rate of change in 

the selected sample of organisations. It therefore seeks to answer the first research question, 

namely: How does the quality of performance measures in selected government entities 

in Australian jurisdictions vary with jurisdiction, purpose of performance measurement, 

type of organisation, and time? 

The chapter starts with a review of qualitative assessments of the state of performance 

measurement in Australia by authorities such as auditors-general and then presents 

observations by interviewees about the quality of performance measures.  This section acts as 

a precursor to the main focus of the chapter, a quantitative analysis of performance measures 

in a selection of Australian organisations over the period 2009–10 to 2015–16. It also considers 

the extent to which performance targets were met.  The definition of what quality means for 

performance measures, and how it is to be assessed, thus setting up the instrument by which 

results were collected, is covered in Appendix A.   

The chapter then provides some summary statistical analysis of the results, focusing on trends, 

variations between types of organisations and between jurisdictions, and connections between 

assessed quality and rate of change, and between non-achievement of performance targets and 

subsequent performance.   

Qualitative assessments  

Part of the problem with performance measurement is that there are no generally accepted 

standards or rules that apply to how to develop and use performance measures.  Instead, they 

are developed on a craft basis, whereby each entity devises its own, using generic guidance and 

basic rules of format for reporting these measures provided by the jurisdiction.  With 

performance measures not being subject to standards, one is reliant on occasional reviews of 

their quality based on first principles.  For this purpose, it is considered that the best source is 

audit reports by auditors-general.  These reports have been quite critical in assessing the state 

of performance measurement in most Australian jurisdictions.  In the Australian Capital 

Territory (ACT), the auditor made a wide-ranging criticism: 

The relevance and usefulness of agencies' performance measures vary significantly 

between agencies. In some agencies, many performance measures were still unclear, 

unhelpful, or were not well aligned to strategic or operational objectives. (Auditor-

General of the ACT, 2010, p. 4) 
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In the case of the Commonwealth of Australia, the Australian National Audit Office identified 

difficulties with respect to meaningfulness of performance measures, and noted that ‘the 

administrative framework supporting the development and auditing of KPIs remains 

problematic (Australian National Audit Office, 2013, p. 19).  The key findings remained largely 

unaddressed a year later (Australian National Audit Office, 2014: 21).  The Queensland Audit 

Office found that ‘the service standards reported by the majority of departments and service 

areas fall well short of being direct measures of the efficiency and effectiveness of the services 

they deliver’; the QAO also found ‘evidence of a lack of commitment by executive and senior 

management to performance monitoring and reporting’ (Queensland Audit Office, 2014: 2).  

Both the Tasmanian and Victorian audit offices found inadequate reporting of outcomes.  In 

Victoria, ‘overall, there is a lack of effective outcomes performance reporting across the 

departments, and the standard of reporting varies considerably. Only a few departments were 

able to demonstrate the extent to which objectives had been met’ (Victorian Auditor-General, 

2010: vii) while the Tasmanian Auditor-General reported that ‘Many of the measures were 

activity measures without strong enough links to the objectives, and some were difficult to 

understand’ (Auditor-General of Tasmania, 2008: 2).    

Western Australia is considered to be a leader in this field, but its Auditor-General still found 

room for improvement in the well-established framework for key performance indicator (KPI)  

practice:   

All agencies had measurable KPIs that were specific to their functions, but found it hard 

to balance reporting important broad indicators with those under their own control.  … 

Most agencies needed to improve the development, review and comprehensiveness of 

their KPIs (Western Australia Auditor General, 2012, p. 7).  

Taking these reports together, there is a consensus view that performance measures are 

frequently lacking in clarity, are unable to measure relevant concepts such as outcomes and 

therefore fail to enhance accountability.  Reasons for these failures is phrased in terms of lack 

of commitment by senior executives or lack of a suitable framework for performance 

measurement.  However, the auditors-general did not criticise the extent of coverage of 

performance measures. 

Confirmatory information comes from assessments of the quality of indicators provided by 

interviewees.  On 17 different occasions, interviewees expressed comments that the quality of 

performance measurement was poor.  For example, one interviewee made the simple statement 

that ‘the department had not done a good job with KPIs to date’ [PP] and another referred to 
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the lack of clarity, saying, ‘I have trouble understanding them, let alone lay people or 

parliamentarians’ [QQ].  Others criticised measures for being of little use, for example, ‘Some 

are facile, for example produce one budget’ [FF] and another stated that a particular 

performance measure ‘doesn’t really add much value at all and I’m hoping that it will actually 

be removed when they get reviewed in the next re-iteration’ [AA].  One interviewee made a 

similar point directed at policy work: 

the policy area, who is in charge of this whole government type performance and 

accountability, work that they’re doing, even they couldn't come up with what I’d call 

any more meaningful indicators for their own area [LL]. 

Interviewees made nine comments about the intrinsic difficulty in measurement, especially in 

the policy development area.  Two examples of this type were: ‘there is a challenge in 

measuring the performance of policy functions’ [PP] and ‘In a pure policy area, you're not 

delivering anything really. You're just delivering advice and information and then you rely on 

somebody else to implement and deliver’ [JJ].  Problems of measurement could also occur in 

service delivery areas for example ‘there are areas you won't be able to assess well.  So how 

effective your social workers' service is’ [AA]. 

The quality of data can be affected by how the request is made. One officer commented on the 

negative consequences of a poor request for data: ‘It was simply sent to us as a "you will start 

collecting this stuff" and then the Commonwealth for a long time were wondering why 

completion rates were so low’ [HH], while another described the steps taken to try to get better 

data quality through communication with the area providing data: ‘When we do go out asking 

for the budget paper information, we [specify] … what the indicator is, what’s being measured, 

what the outcome, or when it’s considered finished’ [LL]. 

There were 12 cases where opinions on the quality of performance measures were equivocal 

or neutral.  One officer stated quality of performance measures was highly variable: ‘People 

put out stuff, … some of it will be great, some of it will be poor, some of it will be indifferent 

[QQ]’.  Some comments related to indicators that might be quantitative or relevant but not 

both, for example ‘One of the challenges is you come up with something that’s quantifiable at 

the expense of coming out with something that’s meaningful’ [NN], while another officer said 

‘Do I think [counting initiatives delivered is] the best way of measuring our performance? No, 

but it probably is the most realistic and I guess, simplest to administer’ [JJ]. 
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Only three comments were offered that were explicitly supportive of the performance measures 

being of high quality.  All of these were from service delivery agencies, with the clearest claim 

for effectiveness being: 

in the past we were always doing reporting from the past … Now the transparency is not 

just what's happening in the past but what's actually happening now, as well. It is as if 

we are shining an issues light on the services. [OO] 

In addition, there were 11 comments about the accuracy of data supporting performance 

measures (all from service delivery agencies).  Data were felt in most cases to be adequate, but 

there continued to be some issues with data usefulness, for example ‘when we get data come 

to us, it is presented in a way that is not terribly user friendly’ [HH].  There were also comments 

about automatic data collection being preferable to manual systems, for example: 

80% of data is collected routinely, as a by-product of local operational systems.  The use 

for data reporting is a secondary use. … There is still some manual data, where the 

process is complex or there are no systems [MM]. 

There were also several comments on what construct a performance measure was trying to 

measure, for example, output, quality and impact.  One officer said: ‘Move away from simple 

output measures towards more what we’re calling impact measures.  That’s going to be the 

toughest thing, I think’ [QQ].  One commented on the lack of outcome measures: ‘when I look 

at all the data I get, almost none of it, very little, is outcome-based’ [AA], and another regretted 

the lack of measures of quality: 

If you look at our present set, you wouldn't find any real quality type measure or mention 

of quality. Some of them are defined as doing something by a certain date. Some of them 

are defined as doing a certain number of things in a year.  [LL] 

However, in some cases, outcomes were able to be measured or at least inferred from lower 

level indicators, for example: ‘Whilst in its own right the indicator might be like an activity 

indicator, it actually might be a major underpinning to that pillar about preventative health’ 

[DD].  All these instances were from service delivery organisations, and even there the 

development of outcome measures was recognised as an incomplete task: 

we’ve only got a couple that are loosely associated with outcomes of care, around 

circulatory disease, diabetes, life expectancy, those sorts of things. What we want to do 

is get a bit better at how we can start measuring outcomes but that’s a much longer term 

thing [OO]  

There was also some comment about the limited usefulness of qualitative indicators for 

tracking performance: ‘A problem with KPIs is that many are qualitative, and in this case it is 
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difficult to track trends’ [PP].  Qualitative indicators were also at risk of being ignored: ‘The 

danger in a job like this is that executive attention will only focus on the things that can be 

measured’ [BB]. 

The majority of interview responses was critical of performance measures.  Overall quality was 

considered poor, although there were some equivocal comments and a smaller number of 

comments supportive of the quality and usefulness of performance measures.  The relevance 

of measures to outcomes was often questioned, but some of the interviewees from service 

delivery organisations felt outcomes could be measured or inferred.  Interview comments are 

therefore consistent with those of the auditors-general.  The next section presents the results of 

the research that has attempted to quantify the issues raised by these views. 

Quantitative results 

Chapter 5 and Appendix A lay out the process by which the quality of each performance 

measure was evaluated against three descriptors, descriptors – relevance, clarity of definition 

and completeness – and converted into a number in the range 0 to 3 that summarises the 

judgements.  This section presents several numerical tables and charts that are used to analyse 

trends and to compare the quality of performance measures across different jurisdictions and 

different types of organisations.  These tables and charts present the score for each organisation, 

for each descriptor, for each year, based on averaging the results for each of the performance 

measures that were collected in the relevant year. 

Analysis by agency 

The results are based on nine selected organisations.  The samples investigated are therefore 

not random samples but are intended to be representative.  Statistical tests based on the 

numerical scores on quality can be useful but also are subject to qualification based on the  

small sample size, the nature of the sample (representative, not random) and judgemental basis 

for the assessments of quality.   The complete spreadsheet of results for each of the 1300 or so 

performance measures analysed is available on request from the author. 

Table 6.1 presents the assessments for each organisation, for each year, of the relevance, clarity 

of definition and completeness of the performance measures. These results are also expressed 

as graphs following the table to assist in showing the trend over time, together with some 

commentary on the trends.  The discussion also includes commentary on the rate of change of 

performance measures over the period. 
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 Table 6.1  Results for the nine organisations 

Agency 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 Overall 

 

R D C R D C R D C R D C R D C R D C R D C R D C 

Finance 
1.9 1.6 3.0 1.9 1.7 3.0 1.9 1.7 2.9 2.0 2.0 2.4 2.0 1.8 2.7 2.0 1.7 2.7 2.0 1.4 2.9 1.9 1.7 2.8 

ATO 
2.9 1.2 2.8 2.7 1.0 2.9 2.6 1.1 2.9 2.6 1.2 2.8 2.4 1.7 3.0 2.0 2.6 2.6 2.0 2.6 2.4 2.4 1.7 2.8 

ACMA 
2.6 0.4 3.0 2.6 0.4 3.0 2.6 0.4 3.0 2.6 0.4 3.0 2.6 0.4 3.0 2.4 0.3 3.0 2.4 0.5 3.0 2.5 0.4 3.0 

ACT Treasury 
1.7 2.8 1.7 1.7 2.8 1.7 1.8 2.9 1.7 1.8 2.9 1.7 1.7 2.8 1.7 1.7 2.7 1.7 1.8 2.7 1.7 1.7 2.8 1.7 

ACT Health 
2.3 3.0 2.3 2.3 3.0 3.0 2.3 3.0 2.9 2.3 3.0 2.9 2.4 3.0 2.4 2.3 3.0 2.9 2.4 3.0 2.8 2.3 3.0 2.7 

ACT Gambling 

& Racing 
1.1 3.0 1.0 1.1 3.0 1.0 1.1 3.0 1.0 1.1 2.6 2.0 1.2 2.4 2.0 1.2 2.4 2.0 1.2 2.4 2.0 1.1 2.7 1.6 

NSW Treasury 
2.3 2.6 2.3 2.2 2.6 2.3 2.2 2.7 2.1 2.1 2.6 1.6 1.9 2.5 1.4 1.9 2.3 1.2 2.1 2.4 1.2 2.1 2.6 1.9 

NSW Health 
1.8 2.6 1.9 1.7 2.6 2.1 1.6 2.7 2.1 1.8 2.9 2.1 1.9 2.9 1.9 2.0 2.8 2.1 1.8 2.8 1.9 1.8 2.8 2.0 

NSW Liquor 

 and Gaming 
1.8 2.5 2.0 2.1 2.7 1.0 2.0 3.0 2.0 2.0 3.0 2.0 1.5 3.0 1.0 1.3 3.0 1.0 1.3 3.0 1.0 1.8 2.8 1.5 

R = Relevance 

D = Clarity of definition 

C = Completeness 
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Australian Taxation Office 

Figure 6.1 shows there was a significant increase in the extent to which measures were better 

defined in the Australian Taxation Office (ATO) from 2013–14 onwards, together with smaller 

declines in relevance and completeness.  In 2013–14, there was a significant degree of 

replacement of performance measures, especially for Program 1, which covers the corporate 

activities of the ATO.  In 2014–15, there was another significant replacement of performance 

measures, in this case focusing on the various tax programs delivered by the ATO.  For each 

of the 16 programs, the performance measure in the earlier years was ‘payments being made 

according to the law’, in each case.  This measure was scored highly in the ‘relevant’ 

dimension, as the purpose of the ATO is to administer payments according to law, but lower 

in the ‘defined’ dimension, as it is not clear how the extent of this compliance was to be 

assessed. From 2014–15, tailored performance measures were adopted, reflecting one or two 

measures of quality or timeliness of the program.  These measures were more measurable but 

could only reflect one or two key aspects of the program and so were not as relevant to the 

objective or as complete in their coverage. 

Figure 6.1 Quality of performance measures: Australian Taxation Office 

 

The ATO had a very substantial rate of change of performance measures.  Over the seven-year 

period, there were 138 different indicators and 214 revisions to indicators (a revision includes 

the introduction of a new indicator or the termination of an existing one), which is a high figure 

compared with the number of indicators in any one year, which varied from 36 to 53.  Part of 

the reason for this rate of change was that the ATO generated new programs for each new tax 

measure, and each such program had its own performance measures.  There were also a 
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considerable number of revisions to the performance measures in the continuing programs of 

the ATO. 

ACT Health 

Figure 6.2 shows that for ACT Health all measures were assessed as fully defined in all years.  

Although they all relate to the objectives, many are not fully aligned, and so are scored only 2 

out of 3.  The relevance score fluctuates a little but is reasonably constant.  Completeness drops 

off a little as some measures are dropped or combined between programs, leading to lesser 

coverage of the individual programs. 

Figure 6.2 Quality of performance measures: ACT Health 

 

The number of changes to performance measures in ACT Health was modest.  There were 66 

different performance measures used over the period, with a total of 87 changes to these 

measures, compared with the total number of performance measures, which varied between 51 

and 61.  The stable program structure in ACT Health contributed to this lack of substantial 

change to the performance indicators. 

NSW Health 

Figure 6.3 shows that for NSW Health the quality of performance measures was reasonably 

constant across the period.  There was an improvement in the definition of performance 

measures in 2012–13 mostly because the ‘key result and activity’ category of measures, some 

of which were poorly defined was discontinued.  The measures of relevance and completeness 

fluctuated as various measures were introduced and dropped. 
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Figure 6.3 Quality of performance measures: NSW Health 

 

NSW Health had a moderate rate of change of performance measures, with a total of 99 

different indicators and 111 changes, compared with the number of indicators current in any 

one year varying from 49 to 62.  A substantial cause of the rate of change was the dropping of 

the ‘key results and activity measures’; these measures related to the overall objectives of the 

health system.  This change reflected a different approach to reporting performance across all 

of New South Wales (NSW).  The remaining category of performance measures, service 

measures, was aligned to programs, which remained reasonably stable over the period of the 

study. 

Commonwealth Department of Finance 

Figure 6.4 shows that for Finance there was an interesting pattern where relevance was almost 

constant and completeness and definition were almost mirror images of each other, both with 

points of inflection in 2012–13.    The number of indicators varied between 73 and 81 in the 

three years to 2011–12, but in 2012–13, it was reduced to 43 and stayed between 41 and 45 for 

the rest of the period studied.  For two of the seven programs the sets of measures for 2012–13 

were assessed to not completely describe the sub-program, leading to the dip in coverage.  

Indicators were further revised in subsequent years to improve coverage.  In the case of 

relevance, in each year there was approximately equal distribution between the ratings of 1, 2 

and 3.  Although there was significant turnover of measures throughout the period, measures 

tended to be replaced by others with a similar relevance rating (including in the year of 

significant reduction of number of measures), leading to the low level of overall change in 

relevance.  With respect to the level of definition, the reduction in numbers of measures in 

2012–13 predominantly removed those that were not well defined, (and the fewer replacement 

measures were better defined), leading to an increase in the rating.  Changes in the following 
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years led to deterioration, especially in 2015–16.  Some poorly defined measures were 

introduced, especially those associated with a new program, and some more clearly defined 

measures were dropped. 

Figure 6.4 Quality of performance measures: Commonwealth Department of Finance 

 

In Finance, there was a significant rate of change, with a total of 122 performance measures 

used over the period, and 196 changes to those measures, compared with the number of 

measures in any one year varying from 41 to 73.  Only a small number of performance measures 

remained stable over the period, with most either being used for only a short period or being 

subject to frequent revision. 

ACT Treasury  

Results for the ACT Treasury, shown in Figure 6.5, are reasonably constant over the period.  

There are only a small number of indicators, between 13 and 16 over the period, with a total of 

19 changes.  Measures had a high degree of clarity of definition throughout – the variations 

tended to be due to the introduction or withdrawal of a small number of poorly defined 

indicators.  Relevance was not at a high level throughout.  This was due to the use throughout 

the period of several measures that counted the number of reports or briefings – easy to define 

and count but not of great relevance to the organisation’s objective.  For completeness, there 

were only three programs to be assessed, and two of those failed to include indicators of all 

key elements of the program concerned.   
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Figure 6.5 Quality of performance measures: ACT Treasury 

 

ACT Treasury’s indicators were reasonably stable over the period; 19 were used, and 21 

changes were made to these measures, compared with the numbers of performance measures 

current in any one year varying from 13 to 16.  The changes that did occur were mostly due to 

minor revisions or reflections of changes to the business of the agency, such as programs being 

added or dropped. 

NSW Treasury 

Figure 6.6 shows that the quality of performance measures at the NSW Treasury generally 

declined over the period reviewed.  The number of indicators varied substantially, increasing 

from 25 to 37 then dropping slowly to 14 – the total number of different measures used during 

the period was 46 (with 48 changes to these measures), indicating additional changes made.   

When there was a significant reduction of indicators to the 2014–15 year, (due to the overall 

recasting of the NSW approach to reporting performance), some of the better defined indicators 

were dropped and some were introduced that were not well defined.  A similar pattern of 

tending to drop the more relevant indicators also occurred.  Due to reorganisations, the number 

of programs reduced from 11 at the start of the period to five at the end.  With the significantly 

reduced number of indicators, as noted above, it was harder to achieve complete coverage of 

the programs, and so this assessment declined. 
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Figure 6.6 Quality of performance measures: NSW Treasury 

 

Australian Communications and Media Authority 

Results for the Australian Communications and Media Authority (ACMA) were very stable, 

as shown in Figure 6.7.  The measures were unchanged from 2009–10 to 2013–14 but most 

were replaced in the next year.  The performance measures adopted were closely related to 

ACMA’s objective, but were difficult to define:  for example, one measure was ‘That the public 

benefit from the allocation and use of the radiofrequency spectrum is maximised’.  This type 

of measure was prevalent both before and after 2013–14. 

Figure 6.7 Quality of performance measures: Australian Communications and Media Authority 

 

This substantial change in performance measures over the last two years of the period reviewed 

was reflected in the use of a total of 31 performance measures over the period (with a total of 

37 changes to those measures), compared with the number of measures in use each year varying 

from eight to 15.   
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ACT Gambling and Racing Commission 

Figure 6.8 shows the results for the ACT Gambling and Racing Commission (GRC).  The GRC 

is a small agency with only one program, with nine indicators at the start of the period 

increasing to 12 at the end.  At the start of the period, the indicators did not cover the program 

well, leading to a score of 1 for completeness; when additional indicators were added in 

2012–13, the completeness was assessed to increase to 2, but at the cost of clarity of definition, 

as the new indicators were not clearly defined.  Relevance was assessed as mostly poor 

throughout, as indicators referred to countable measures such as numbers of audits completed, 

which does not relate closely to GRC’s objective.  The performance measures used were very 

stable: except for the adding of new measures as discussed above, there were no other changes 

during the period. 

Figure 6.8 Quality of performance measures: ACT Gambling and Racing Commission 

 

NSW Independent Liquor and Gaming Authority 

Figure 6.9 shows the results for the NSW Independent Liquor and Gaming Authority (ILGA).  

ILGA was also a small authority with only one program (except for 2009–10).  It started with 

13 indicators but this was reduced to three by 2011–12 and the number remained between two 

and four for the remainder of the period under study.  Only 16 indicators were used throughout 

the period, indicating that, apart from the reduction (which was consistent with the overall 

NSW approach), performance measures were reasonably constant.  Those measures that 

remained after 2011–12 tended to reflect activity counts (e.g. number of licensed venues 

audited).  Such measures are well defined but of doubtful relevance.  Completeness was lacking 

because at the start of the period the liquor licensing function was not well covered, and by the 

end this function was not covered at all. 
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Figure 6.9 Quality of performance measures: NSW Independent Liquor and Gaming Authority 

 

Analysis by jurisdiction 
Commonwealth 

The charts for the three Commonwealth organisations (ATO, Finance and ACMA) (figures 

6.1, 6.4 and 6.7 above) were reviewed in conjunction with the average across the jurisdiction, 

as shown in Figure 6.10 below.  This chart shows that there is little consistency in the trends 

of performance measure quality for three organisations.  One possible commonality is that such 

changes as occurred happened mostly in the period 2012–13 to 2014–15.  For two of the three 

(ATO and ACMA) these changes were an increase in clarity of definition at the expense of 

relevance.  As the variations of the ATO measures over the period were the greatest, this has 

driven the overall trend, which indicates that the clarity of definition improved over the period 

but at the expense of the relevance score.    

Figure 6.10  Average results for performance measure quality for Commonwealth agencies 
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Australian Capital Territory 

Using a similar process to that used for the Commonwealth, i.e. considering figures 6.2, 6.5 

and 6.8 together with the overall Australian Capital Territory (ACT)  results presented in Figure 

6.11 below, the following points can be made.  Trends in average quality scores are driven by 

the organisation that changed the most, the GRC.  Assessed quality of measures for ACT Health 

and for Treasury did not change significantly.  Overall, there was a slight decline in clarity of 

definition, together with a small increase in completeness and an even smaller increase in 

relevance.  It is interesting to note that this is the opposite trend to that of the Commonwealth 

– that is, increasing clarity of definition for the Commonwealth with the ACT scores declining.  

In both cases it represented a sort of reversion to the mean, with high scores declining and low 

scores increasing over the period. 

Figure 6.11  Average results for performance measure quality for the three ACT agencies 

 

New South Wales 
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 Figure 6.12  Average results for performance measure quality for the three NSW agencies 

 

If we compare the results across the three jurisdictions as in Figure 6.13, it is apparent that the 

Commonwealth has consistently higher scores throughout for relevance and completeness, and 

consistently lower scores for clarity of definition.  ACT and NSW scores are similar, with the 

jurisdiction with the higher quality indicators varying year by year; ACT finishes with higher 

levels of completeness, with the other two indicators of quality being similar. 

Figure 6.13  Comparisons of relevance, definition and completeness across the jurisdictions 
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Completeness 

Analysis by type of organisation 

In this section, results are broken down according to the type of organisation: service delivery, 

policy  or regulation.  A similar pattern of presentation to the discussion about variation by 

jurisdiction is followed. 

Policy agencies 

The charts for the three policy agencies, Commonwealth Finance, ACT Treasury and NSW 

Treasury, at figures 6.4, 6.5 and 6.6 above were reviewed together with the average across the 

jurisdiction, presented in Figure 6.14.  The results for the three jurisdictions are quite different, 

with the Commonwealth body having definition as the weak point, and the other two 

jurisdictions being stronger in this regard.  The converse applies for relevance and 

completeness.  When averaged over the three jurisdictions, there is no consistent trend in the 

three characteristics, and all averaged assessments fall between 1.9 and 2.5.  

Figure 6.14  Average results for performance measure quality for the three policy agencies 
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Service delivery agencies 

When reviewing the charts for the three service delivery agencies, ATO, ACT Health and NSW 

Health at figures 6.1, 6.2 and 6.3 above, together with the average across the jurisdictions 

presented in Figure 6.15 below, the following observations can be made.  For the service 

delivery agencies, the overall trend is mostly driven by changes in the ATO, with the two health 

departments being approximately constant over the period.  By the end of the period, the quality 

of definition of measures had become the best attribute for each of the agencies, and relevance 

drifted downwards.  Completeness fluctuated but stayed approximately constant. 

Figure 6.15  Average results for performance measure quality for service delivery agencies 
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Figure 6.16  Average results for performance measure quality for regulatory agencies 

 

A comparison of results across the three types of agency is presented in Figure 6.17.  These 

diagrams show that, by the end of the period, service delivery agencies achieved the highest 

quality performance measures across all three indicators of quality.  Regulatory agencies were 

clearly lower than policy agencies with respect to clarity of definition; with respect to 

relevance, regulatory agencies were also lower than policy agencies, but not by a significant 

degree.  The relative ranking for assessed completeness between policy and regulatory agencies 

changed during the period. As discussed in Chapter 3, there is a view that the mere existence 

of the regulator and the possibility of sanctions it might apply could be the real ‘product’, 

leading to difficulties in measuring regulatory activities. 

Figure 6.17  Comparisons of relevance, definition and completeness  
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                                         Completeness 

Quality trends: overall results 

Figure 6.18 presents trends in performance measurement quality when averaged over all nine 

organisations.  As noted at the start of this analysis section, there is no consistent or clear trend 

over the period.  Relevance drops from an average of 2.0 to 1.9, while clarity of definition 

increases from 2.2 to 2.3.  Completeness fluctuates between 2.1 and 2.3, but none of these 

trends is significant.  There was also no clear overall pattern of one characteristic being scored 

higher than another.  It might have been expected that, where performance measures were 

constantly in use, there would be improvement over time, especially if measures were coming 

off a low base.  Despite some improvements for some measures of quality, there was no overall 

clear trend of improvement.  Harking back to the epistemology discussed in Chapter 4, critical 

realists believe that the non-occurrence of an event when one is expected not only requires  

Figure 6.18 Trends in quality of performance measures across all nine organisations 
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explanation but may also provide very useful insights (Easton, 2010) and this non-occurrence 

is further explored later in the thesis. 

Rate of change of performance measures 

Results for the number of changes to performance measures are summarised in Table 6.2 

below, which presents the total number of changes divided by the average number of 

performance measures in use across the period.   

Table 6.2 Number of changes to performance measures divided by average number of 
performance measures 

 Commonwealth ACT NSW 

Service delivery 4.6 1.1 1.9 

Policy 3.4 1.4 1.9 

Regulatory 4.4 0.3 2.9 

These summary statistics indicate that there is a moderate to high rate of change of indicators 

and that the main influence on the extent of changes is the jurisdiction.  Even in the most stable 

jurisdiction, ACT, indicators changed on average once during the seven-year period, and more 

than every second year in the Commonwealth.  Interviewees who commented on this (seven 

comments by three interviewees in two jurisdictions) universally assessed the rate of change 

as slow.  Some typical comments were:   

I think … the strategic ones have been there about four years or so [LL]. 

Senior executives and Government have been reluctant to change the measures [PP]. 

The top-level changes very, very rarely … the other thing too about not wanting to change 

too much is that we want to get that longitudinal information that if we’re chopping, 

changing all the time, we're not going to be able to get results [OO]. 

There is some inconsistency between the numerical data and the perceptions of individuals.  

However, only three people commented on this, and two were from the most stable jurisdiction, 

ACT.  It is also possible that officials recall more often those occasions when they proposed 

change but it was rejected than those occasions when changes were accepted. 

Relationships between variables 

This section explores the connections between system variables in order to provide a basis for 

understanding trends in the quality and rate of change of performance measures. 
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Stability versus quality and quality trend 

One of the predictions at the beginning of this research was that indicators that were deficient 

at the beginning of the period would be more likely to improve.  This was analysed first through 

consideration of the quality scores for each of the organisations studied, as presented in Table 

6.1 and figures 6.1 to 6.9 above.  The table and the accompanying charts showed fluctuations, 

but no clear trend of improvement over time for any organisation.    

This was further analysed by plotting the overall improvement, defined as the difference 

between the 2015–16 score and the 2009–10 score, against the mean score for each type of 

measurement, namely clarity, relevance and completeness.  It was expected that the lower the 

mean score, the more likely it was that there would be an improvement.  Indeed, for scores that 

are consistently at or near the highest possible score, 3.0, it is not possible that there can be 

significant improvement.  Results are shown in figures 6.19 to 6.21 below.  These three graphs 

indicate very little support for the suggestion that where the quality score is low, there is more 

likely to be improvement.  There is a slight trend in that direction for relevance (correlation 

coefficient –0.39, R2=0.15) but in this case, the absolute numbers are often negative, indicating 

a decline in performance when results are high, rather than an improvement when scores are 

low. 

Figure 6.19  Trend in relevance compared with mean relevance score 
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Figure 6.20  Trend in clarity compared with mean clarity score 

 

Figure 6.21  Trend in completeness compared with mean completeness score 
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Figure 6.22  Relationship between trend in clarity and trend in relevance 

 

Figure 6.23  Relationship between trend in clarity and trend in completeness 
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Figure 6.24  Relationship between rate of change and improvement of indicators 
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program ranged from 1.4 to 12 with an average of 5.6.  This is consistent with the findings of 

a survey of Commonwealth agencies, which found that most agencies use less than 50 

performance indicators, and 40% have fewer than 10 (Hawke, 2013). 

It had been expected that the number of performance measures might grow slowly, due to 

organisations being reluctant to delete a previous measure, but with new ideas on measurement 

or new programs being added leading to the demand for additional measures.  This might be 

counterbalanced with an occasional reform effort to simplify and reduce the number of 

measures.  This trend was observed for ACMA, ACT GRC, Finance and ATO.  All the NSW 

organisations reduced their performance measures over the period, in conjunction with the 

state-wide reform of performance measures.  The numbers fluctuated in narrow bands for ACT 

Health and ACT Treasury. 

More performance measures per program would seem likely to boost the completeness score.  

Figure 6.25 is a scatter graph (one point for each organisation and each year), which shows 

that, surprisingly, there was effectively no connection between these two factors (correlation 

coefficient 0.05).  This was further examined, and it was found that the organisations with the 

most indicators per program were also those with among the worst overall quality.  When these 

were deleted, the correlation improved only to 0.22, meaning that there is no evidence that 

large numbers of indicators assist completeness of coverage. 

Figure 6.25 Relationship between completeness score and number of performance measures 
per program 
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There were also some comments from interviewees about the number of indicators and what 

affected their quantity.  For example, one view was that a more complex program needed more 

indicators: 

A far more complex program, which is risky and those sort of things, needs to flesh out 

in more detail its objectives and its performance measures, et cetera [QQ]. 

There was also a view that indicators tended to grow as managers wished to promote the 

importance of their function, and that central bodies needed to try to constrain that growth. 

There is a trend to increased numbers over the last 10 years [FF]. 

We do struggle sometimes because a couple of them have 10 or 11. You try and say, ‘Do 

you need all of those indicators?’ [LL]. 

In each of these areas, we don’t want to have 15 or 20 performance measures. We want 

… one thing to focus on, and when that’s right, we’ll think of something else [OO]. 

 Indicators used within organisations (i.e. not those that are reported publicly) can sometimes 

be much more numerous: 

I’ve gone through our scorecard which has about 100 indicators on it across all the 

different process areas [DD]. 

Conclusions 

This chapter has presented results, primarily from budgets and annual reports of the nine 

selected organisations, that analyse the quality and rate of change of performance measures 

over the period 2009–10 to 2015–16.   Results were not encouraging, with performance 

measures assessed to be not of high quality overall and not to be improving over the period 

reviewed.  Qualitative results from audit reports and interviews with officials supported this 

assessment.  

There were, however, significant differences in quality of measures between jurisdictions and 

between organisational types.  The Commonwealth had more relevant measures, and they 

provided a more complete description of the programs; however, this was at the expense of not 

being as well defined as those for ACT and NSW.  Service delivery agency measures scored 

highest across all three indicators of quality.   

The number of changes to measures did not appear related to quality.  It had been expected that 

those organisations with the poorest measures at the start of the period would have had the 

greatest extent of change and the biggest improvement.  Neither of these expectations was met.  
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The rate of change was closely connected to the jurisdiction, with the ACT clearly having the 

slowest rate of change, and the Commonwealth the highest variability.  To continue the theme 

of unexpected negative results, there appeared to be no connection between the number of 

performance measures and the completeness with which these performance measures described 

the relevant program.   
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Chapter 7  Reasons for stability and quality of measures 

We had the experience, but missed the meaning,  

And approach to the meaning restores the experience   

T S Eliot, The Dry Salvages. 

Introduction 

This chapter proposes several explanations for the variations in performance measurement 

quality and the rate at which they change, which were presented in the previous chapter.  Thus 

the chapter addresses the second research question: What are the factors that cause 

performance measures to vary between jurisdictions and between types of organisation, 

and over time? 

Two aspects of change are examined.  One is the simple turnover of measures – to what extent 

are they retained or changed over the years.  The other is to assess whether the quality of the 

measures changes over time.  Obviously, to effect improvements in overall quality requires a 

change to the measures – deleting poor ones, adding higher quality measures or both.  However, 

it is possible that measures change without their overall quality improving.   

This analysis is at the macro level (i.e. trying to understand overall influences within 

organisations); detailed explorations of reasons for changes to each individual performance 

measure are not attempted. (Such a micro-analysis of the mechanisms for change in a single 

organisation could be a useful research project.) Explanations are derived primarily from the 

qualitative component of the research – interviews with officials together with reviews of 

documents such as Hansard and official guidance – but also from an interpretation of the 

numerical results presented in the previous chapter.  Performance measures can change due to 

a change in the business, a change in leadership, an organisational or jurisdiction-wide attempt 

to reform performance measurement or efforts of individuals to influence performance 

measurement in their part of the organisation.  The emphasis in the analysis is on changes to 

the overall level of quality, as this phenomenon is more closely related to the topic; 

organisational or leadership change are not within the scope of this project.  As discussed in 

the theory chapter, explanations involve organisational theory as well as individual motivations 

and are brought together with a systems thinking approach.   
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Agency and jurisdiction characteristics 

In the realist approach (see Chapter 5), the question is ‘what works, for whom, in what 

contexts?’  Examination of contextual issues is therefore key to understanding the ‘why’ of the 

results presented in the previous chapter.  

Context includes the forces outside an organisation that can affect the development and use of 

performance measures.  It is explored using documents that describe organisations and 

qualitative information gained from discussions with officials within organisations.  Some 

background description of the jurisdictions and agencies that are the subject of the case studies 

is in Appendix B.  This section explores, for each jurisdiction and agency, the more detailed 

characteristics that contribute to explaining the results presented earlier.  

Explanations of behaviour can apply at various levels: the jurisdictional level, the 

organisational level, the sub-organisational level and the individual level.  The quantitative data 

are cast at the jurisdictional and organisational level.  Interviews included information on all 

four levels, but most interviewees were more knowledgeable about their own experiences and 

their own organisational sub-unit rather than the organisation or jurisdiction as a whole.   

This examination of the context starts with an outline of jurisdictional level issues, including 

the extent of guidance provided, the extent of central direction and the extent of central review.  

This section also includes relevant information from the interviews – that is, an analysis of the 

respondents’ comments on the influence of the jurisdiction.  Then, for each of the nine agency-

level case studies, two key characteristics are assessed: firstly, the consistency between 

performance measures in budget documents and those in strategic plans or in the annual report 

and, secondly, the status of performance measurement, based on whether this is mentioned as 

a function in the organisational diagram (and, if so, at what level) or in the annual report. 

Common elements for each type of agency (service delivery, policy or regulatory) are then 

identified.  At this stage, the results from the interviews with agency staff are included to 

provide additional information.  Interview results are included only at the synoptic stages 

(across jurisdictions, as discussed above, and across organisational types) rather than with each 

agency because, firstly, interviews were conducted in only four of the nine agencies and, 

secondly, to provide additional anonymity to the interviewees.  These contextual factors are 

then used to explain the results of Chapter 6 relating to rates of change of performance measures 

over the period 2009–2016 and the quality of, and changes in the quality of, performance 

measures over that period. 
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Approach to assessing jurisdictional level issues 

The jurisdictional context was explored through a qualitative assessment based on a review of 

government documents that provided guidance, review and direction on performance 

measures.  The primary sources were the web-sites of the relevant finance departments 

(however described) and audit offices, with commentary from interviewees included where 

relevant.  The available evidence related mainly to the extent and quality of guidance provided 

and the nature and regularity of review by audit offices, but it is supplemented with relevant 

observations by interviewees from agencies.   

This assessment is based on public evidence, so it does not take into account private guidance 

to individual agencies.  Although such separate advice may add detail to the overall picture 

provided by the published guidance, which was available for each jurisdiction, it is unlikely to 

be materially different. 

Political perceptions of performance measurement 

One significant jurisdictional level factor is the degree of interest expressed by the legislature.  

The approach taken to assess this was to search in the Hansard records of the three parliaments 

for the year 2014 for all instances where either the string ‘indicator’ or both of the strings 

‘performance’ and ‘measure’ occurred in the same speech.  There may be instances of debates 

relevant to performance measurement where none of these words were used, but this is 

considered unlikely.  There were, of course, many instances where occurrence of these words 

had nothing to do with performance measures – for example, discussions of artistic and sporting 

performances, use of the word ‘measure’ to mean a government action and even use of 

‘indicator’ as an automotive instrument. There were also discussions of performance measures 

of other organisations (e.g. of funded bodies) and discussions of measures of economic 

progress.  All of these were considered not relevant to the discussion of performance 

measurement in bodies that were part of government, and so were deleted from the count.  

Table 7.1 below provides a count of the number of mentions of performance measurement.  

This is followed by a discussion of the results and some excerpts from the parliamentary 

speeches.  The first observation to make is that, in terms of the large volume of parliamentary 

business and the extensive use of performance measures in each jurisdiction, there was very 

little discussion of performance measurement.   
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Table 7.1  Parliamentary mentions of performance measurement 

 Speeches about:    

 Quality of 

measures or 

need to 

change 

them 

Performance 

against 

measures 

Frameworks, 

overall 

process, 

usefulness of 

measurement 

Total Sitting 

days 

Mentions 

per day 

NSW Legislative 

Assembly (lower 

house) 

1 8 9 18 69 0.26 

NSW Legislative 

Council (upper 

house) 

6 2 7 15 57 0.26 

Australia House of 

Representatives 

(lower house) 

7# 7 3 16* 76 0.21 

Australia Senate 

(upper house) 

3 3 2 7* 63 0.11 

ACT Legislative 

Assembly 

(unicameral) 

6 4 0 10 41 0.24 

#:   Three of these were the same member making the same statement on three different occasions 

*    Does not add up as one speech in each chamber addressed two issues. 

Overall, there did not seem to be a significant variation in the gross counts of discussion of 

performance measurement, except for the lower number of mentions in the Senate.  However, 

there was a difference in the types of things being talked about.  All chambers had a reasonable 

proportion of statements about the level of performance for certain aspects of government 

administration.  The examples given below use actual data, but many of the references are less 

precise than that, using statements such as that performance is improving, or is inadequate.  

One example of a government spokesman using performance measures to defend the level of 

performance is:  

When I became the Minister for Health in March 2011, only 59 per cent of patients went 

through emergency departments in four hours. Now it is 75 per cent of patients  (Jillian 

Skinner, Minister for Health, NSW Legislative Assembly, 10 September 2014). 

Conversely, opposition members used performance measures to criticise the government: 

In the last report on the government’s performance against the 90-day rule it has been 

found that only 14 per cent of decisions are being made within the prescribed 90 days 

(Richard Marles, House of Representatives, 22 October 2014). 
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There were also a number of comments about whether performance measures were the 

appropriate ones or could be improved.  The first example was a case where the speaker felt 

strongly that the wrong aspect was being measured: 

The practice of using student satisfaction approval, instead of learning outcomes, as a 

measure of quality is demonstrably fraudulent (Dennis Jensen, House of Representatives, 

5 March 2014). 

A New South Wales (NSW) debate included an assessment of inadequacy of overall 

performance reporting: ‘Housing NSW reporting is not sufficient to clearly assess 

performance’ (Amanda Fazio, NSW Legislative Council, 18 September 2014). 

The final example of this category came from the Australian Capital Territory (ACT), and 

proposed an alternative performance measure:  

I believe the most reliable indicator on which to base annual reporting on progress on 

suicide prevention should be data on deaths by intentional self-harm from the publication 

Causes of Death Australia (Katy Gallagher, ACT Legislative Assembly, 12 August 

2014). 

There was also discussion about the overall value of performance measurement, and of the 

design of overall measurement frameworks, primarily in NSW.  In the following examples, 

two NSW members comment on the importance and usefulness of performance measurement: 

So monitoring of regimes and performance management of disability inclusion plans is 

absolutely critical (Michael Veitch, NSW Legislative Council, 13 August 2014). 

If we can build … a solid accountability structure that measures outcomes, we will make 

a difference (Tony Issa, NSW Legislative Assembly, 13 May 2014). 

There was also some commentary about the potential effectiveness of performance 

measurement in the Commonwealth, for example:  

… accurate and effective performance measurement and reporting enables the public, the 

parliament and other stakeholders to assess whether resources are being used efficiently 

and whether programs and services are achieving their intended results (Andrew 

Southcott, House of Representatives, 22 September 2014). 

However, no such commentary was recorded in the ACT Legislative Assembly in 2014.  

Finally, it is of interest that in one chamber, the NSW Legislative Council, members on several 

occasions used the language of performance measurement to insult those opposite - surely an 

indication that they have become familiar with the topic (these instances were not included in 

the statistics above).  For example:  
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I hope that the people in the Labor Party who are responsible for preselections apply this 

as a key performance indicator to Walt Secord, because if he wants to continue with this 

sort of defamatory, misleading and lying behaviour he should be measured against it 

(Greg Pearce, NSW Legislative Council, 19 March 2014). 

It is also of interest to note what was not discussed.  Although there was criticism of specific 

performance indicators, there was no instance in any chamber of members criticising or raising 

concerns about the overall program of measuring performance, other than one reference to 

needing to be aware of the cost of implementation. 

Overall, the assessment is that, although performance measurement is mentioned in the 

parliaments, it is not to a level of detail or regularity that would have any impact on the 

organisations.  This analysis was conducted for one ‘snapshot’ – the year 2014 – but there is 

no reason to consider that there would be significantly different results in other years. 

In addition to the comments in the main chambers of the parliaments, one can also consider the 

work of parliamentary committees.  Reviews of the proceedings of relevant committees that 

reviewed the performance of each agency during 2016 are included as part of the discussion of 

the context for each agency that is in a later section of this chapter.  Again, there is no reason 

to consider that there would be significantly different results in other years of this study. 

Jurisdictional assessment 

The following paragraphs provide, for each jurisdiction, analysis of two characteristics relevant 

to performance measures, firstly the quality of guidance and, secondly, the extent of review.   

They are jurisdictional level characteristics as they are provided by central agencies, such as 

departments of finance and audit offices, of each jurisdiction.  These assessments include 

summary judgements of quality on a scale from LOW through MEDIUM to HIGH.  These 

one-word assessments facilitate later comparison and review of the impact of these factors.  

Appendix B provides further background information in the context of the development of 

performance measures in each jurisdiction. 

New South Wales 

The document Financial management framework, December 2000 provided guidance in 

general terms about the need for resource allocation to be based on measuring outcomes, 

without specific budget guidance.  Similarly, the Guide to economic performance 

measurement for general government sector agencies (2001) contained general advice to 

departments about methods and techniques for them to use, without being prescriptive.  The 

NSW Treasury Policy and Guidelines paper What you do and why: An agency guide to 
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defining results and services (September 2006) provides guidance to departments on 

preparing their results and services plans, which were required as part of their budget 

submissions.  In the budget itself, there was a corresponding results and services section in 

each department.  The guidance is not mandatory, but provides a sound conceptual basis for 

establishing performance measures that link activities through to output and outcomes.  Some 

of the guidance is now dated and is often not mandatory, which might lead to an assessment 

that the level of guidance is only low to medium.  However, the fact that there is central design 

and specification of measures through the NSW 2021 plan means that, even though the 

guidance that remains in the public arena is limited, it has been overtaken to some extent by 

this centrally directed effort.  This central direction, however, does not apply to the lower level 

service measures.   

No interviewees from NSW mentioned the quality of jurisdictional level guidance.  Along with 

all the other states, NSW participates in the national data governance arrangement, where all 

jurisdictions participate and challenge each other.  Overall, the assessment is that the level of 

guidance is MEDIUM. 

External review of performance measures reported in annual reports is limited as they are not 

subject to annual auditing by the Audit Office of NSW; however, the audit office conducts 

performance audit reports, which normally include some reference to the provision of 

information on performance.  Over the period 2009–2016, three performance audits focused 

on this issue, but each one addressed only a single agency (Monitoring Local Government, 

Department of Premier and Cabinet, Division of Local Government, September 2012; Activity 

Based Funding Data Quality, NSW Health, November 2015; and Performance 

Frameworks in Custodial Centre Operations, Corrective Services NSW, March 2016). 

Table 7.1 above shows that there was a slightly higher frequency of parliamentary discussion 

of performance measures in NSW compared with other jurisdictions.  One possible cause was 

the introduction of the new NSW 2021 framework for performance measurement (mentioned 

earlier in this section), but NSW 2021 itself was not mentioned in the legislature in the entire 

parliamentary term.  (The state plan was introduced as an administrative measure and did not 

require legislation.)  Parliamentary committee reviews showed very little consideration of 

performance measures over the period except for using some performance indicators to report 

success in the relevant program.   
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These factors would lead to an assessment of a low level of review.  However, with the NSW 

2021 performance measures being reported each year through the Department of Premier and 

Cabinet, there would be a level of central review applied to these measures, leading to an 

assessment of LOW TO MEDIUM. 

Commonwealth  

In the Commonwealth jurisdiction, guidance and support is provided by the Department of 

Finance.  A survey of Commonwealth government agencies showed that the main sources of 

guidance were Finance documents, followed by internal guidance and the Australian National 

Audit Office (ANAO) better practice guides (Hawke, 2013).   Only 15% of agencies stated 

they had no training.  Each year, specific guidance is provided on how to assemble the budget 

document known as the Portfolio Budget Statements, including definitions of both 

‘deliverables’ and ‘key performance indicators’, both of which must be provided for each 

program.  In addition, general guidance on performance information was provided by the 

Department of Finance through its document Performance Information and Indicators, 

released in October 2010.  This latter is a 21-page document providing general (non-

mandatory) guidance across the public sector.  Together, these documents are assessed as 

providing adequate information to enable the performance information components of the 

budget to be prepared but without a great deal of better practice information.     

Department of Finance guidance documents are supplemented with informal advice.  For 

example, one interviewee in the current study commented that, in previous years, the 

jurisdictional experts had come in to advise, but stated that ‘even they’ve admitted at the time 

that it’s difficult’ [NN]. Another officer described in more detail the efforts made to provide 

advice and guidance: 

One of the things that we’ve been trying to do is get workshops together where people 

share their experience … People put out stuff …  some of it will be great, some of it will 

be poor, some of it will be indifferent.  It’s our role then to work with them to try and 

continue to improve that over a period of time. … Basically, some people had a very 

good engagement with Finance: there’d be ongoing discussion, there’d be this idea of 

trying continually to improve, trying to update their information.  There’d be ongoing 

engagement to develop things in a new better way.  Other agencies didn’t, they had to do 

it themselves [QQ]. 

Other comments related directly to the quality of the guidance and varied between being 

negative and being equivocal.  One interviewee, [BB], explicitly stated that jurisdictional level 

advice was not helpful.  Another noted: ‘People will generally struggle in this space.  … We've 

noticed that other jurisdictions do a lot far better than us in terms of their guidance around this’ 



 

151 

[QQ].  Another gave partial support: ‘Their advice on things like KPIs and all that stuff is fairly 

old but nonetheless fairly timeless if that makes sense.  It doesn’t need to be updated’ [NN].  

Overall, the quality of guidance offered is assessed as ‘MEDIUM’. 

The ANAO is the major source of independent review but a survey of Commonwealth 

government agencies indicated that about half had never had an audit or independent validation 

of performance measures (Hawke, 2013).  The ANAO has worked with the Department of 

Finance on the development of the Public Management Reform Agenda (PMRA).  In its 2017 

corporate plan, the ANAO referred to the PMRA and the Public Governance, Performance 

and Accountability Act 2013 (PGPA Act) as having a direct impact on the delivery of the 

Auditor-General’s mandate.  Amendments were passed in 2012 to the Audit Act that enable 

the Auditor-General to conduct a review of performance measures, and subsequently the 

Australian National Audit Office (ANAO) completed two audits in 2012–13 and 2013–14 

relating to a pilot project to audit key performance indicators (KPIs).  Later audits were 

conducted of the mechanism by which performance information is reported, the production of 

the Annual Performance Statements Requirements, in 2016–17 and 2017–18 (ANAO 2013, 

2014, 2017, 2018).  However, these reports were all conducted in a small number of agencies; 

at present, there is no comprehensive annual auditing of the performance measures by the 

ANAO, although such a program has been recommended by a recent review (Alexander & 

Thodey, 2018).  The ANAO does conduct about 50 performance audits a year of government 

programs, and these frequently comment on the performance measures for these programs.  

However, there has not been a substantial increase in the extent of review during the period 

studied.   

One interviewee criticised the lack of external review, stating, ‘We’re effectively saying, the 

business knows whether it’s doing a good job [NN]’.  Another gave a more nuanced 

commentary on the role of external advice, the agencies themselves, and the ANAO in helping 

to improve performance: 

People are going to game the system and continue just to do whatever they want to do, 

it’s very difficult for us to help them.  In the end of the day, you hope that the ANAO 

comes in, it gives them enough of a crack to make sure they improve their standard, and 

then we can work with them, and hopefully they’ll now come to us and we'll work with 

them. … How we can actually incentivise this is problematic for us.  As I said, the only 

thing we’ve currently got is the reverse incentive, which is the ANAO coming in and 

making statements about your performance and how you’ve managed it [QQ]. 

http://www.finance.gov.au/resource-management/pgpa-legislation/
http://www.finance.gov.au/resource-management/pgpa-legislation/
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This analysis leads to an overall summary assessment of LOW TO MEDIUM for the quality 

of external review in the Commonwealth. 

Australian Capital Territory  

The Chief Minister and Treasury Directorate (CMTD) has released a Guide to the 

Performance Management Framework, November 2012 (Australian Capital Territory 

Government, 2012).  This is assessed to be a comprehensive guide to assist agencies to develop 

meaningful and useful performance measures to be used in the budget and subsequent 

performance reporting; so quality of advice might be considered very good.  However, 

comments from those consulted, a sample of which are listed below, were a little more 

equivocal.  For example, one officer stated the need for high-quality advice prepared by 

knowledgeable people, implying that the current advice did not meet that standard: 

It will be wonderful if there were information sessions that were run … to make sure that 

everyone was on the same page when thinking about how to put their indicators together. 

… you really need to make sure you’ve got the right people reviewing the final document 

[advising on performance measurement] that goes out [EE]. 

Another officer gave a generally good assessment of the training and advice available but also 

noted that agencies remained responsible for choosing their own performance measures: 

When the guide [to the performance management framework] is changed, minor 

revisions are advised directly, posted on the website and raised at the budget officers 

meeting (this is to explain changes to the ‘doers’), and possibly also at the CFO strategic 

meeting.  It is also included in [Financial Management Act] training, including the 

framework. … There is pretty good comprehension in agencies, but with some gaps.  … 

There are also reminders through the annual guidelines on timing and format et cetera to 

also refer to the framework. … 

They tend, when we do get those sorts of questions [from agencies] to be administrative 

in nature … there has been [a redistribution of functions between agencies], how do we 

go about changing indicators between agencies. … We don’t really get into the space of 

looking at agencies’ indicators themselves, and giving advice on that [FF]. 

Another officer confirmed the limited role of central review and guidance: 

My role was evaluating the indicators that were set by the agencies to see whether that 

actually is relevant, whether it fits into what they are trying to do. … It is the directorate’s 

prerogative to nominate whatever they want.  …  All [the central agency] can do is ask 

for clarification [KK]. 

Taking the guidance itself, plus the commentary on it from the interviewees, leads to an 

assessment of MEDIUM TO HIGH  for the quality of guidance provided to the ACT agencies.   
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Of the two types of performance measure used in the ACT, one, accountability measures, is 

subject to audit by the Auditor-General of the ACT with respect to accuracy, but it is not 

assessed for relevance or usefulness.  The other type, strategic performance measures, is not 

currently subject to audit.  The Auditor-General also performs a series of performance audit 

reports, including two specifically on performance reporting in 2010 and 2018. The annual 

report of CMTD in 2012–13 responded to audit findings on performance measures by 

acknowledging the need to improve their relevance and quality.  The annual report also referred 

to parliamentary committee recommendations on the need to improve accountability 

indicators.  The directorate agreed, stating that the government aimed for comparability, 

alignment to objectives and transparency, and that measures are reviewed with CMTD 

oversight.  

Interviewees in the ACT mentioned several sources of external review that needed to be taken 

into account, including audit and parliamentary reviews.  One officer stated: 

I think most of the people take it fairly seriously because it’s not only you, you have the 

Auditor-General, the audit reviews.  Then you also have the estimate hearings of the 

politicians, two or three.  I don’t think once you set an indicator, you can just sit back 

and relax [KK]. 

Another officer referred to the significance of funding bodies and national standards as sources 

of external review or monitoring: 

Commonwealth funding [influences] what work the organisation has to do on better 

capturing information associated with activity-based costing. …The quality indicators 

reflect the hospital accreditation standard [DD]. 

Based on the analysis of the review mechanisms plus the comments by interviewees, the level 

of external review on a jurisdictional basis is assessed as MEDIUM to HIGH.   

Assessment of organisational characteristics 

This section analyses in turn for each organisation two key issues with respect to understanding 

how performance measurement operates within the organisation: firstly, the internal 

consistency of performance measures and, secondly, the organisational status of performance 

measurement. These organisational assessments are made at a single point in time, 2013.  

However, these types of characteristics tend to change slowly, so they would have been much 

the same over the 2009–2016 period.  Appendix B provides contextual background for each 

organisation.   
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The consistency of performance measures is assessed by comparing what is included in budget-

level performance measures with measures that are contained in strategic plans or similar 

documents, or matters that are emphasised in annual reports (e.g. in the chief executive’s 

forward).  The approach is limited in that different organisations have differently structured (or 

labelled) business plans or corporate plans, with different levels of comprehensiveness.  Some 

in the sample did not produce such a plan that could be found on the web.  Similarly, annual 

reports varied with respect to the structure and level of comprehensiveness of the chief 

executive’s introduction.  With these limitations, however, a qualitative assessment was drawn 

of the degree of consistency of the different types of performance measures. 

The importance of performance measurement was assessed using two approaches.  The first 

was to search the annual report for relevant words such as ‘performance’ and ‘measure’ to 

search for any descriptions of the process of performance measurement, or revisions to the 

approach to performance measures.  The second was to review the organisation chart to see if 

there was any senior official with the word ‘performance’ or similar in their title.  This 

information was combined judgementally to produce an overall assessment. 

Commonwealth Department of Finance 

The strategic plan lays out four objectives with success criteria under the headings ‘Culture’, 

‘Collaboration’, ‘Excellence’ and ‘Influence’.  These process-type measures are quite different 

to the program-oriented performance measures in the budget.  Many of the summary statements 

in the annual report are consistent with the budget performance measures, but the latter are not 

able to capture some of the broader or newer activities of the department.  The overall level of 

consistency of stated performance measures with the strategic plan and annual report is 

therefore assessed as LOW to MEDIUM.  This assessment applies to the period of the study, 

but may have improved since then due to the influence of the PGPA Act. 

The 2013 annual report mentions that one of the purposes of the executive board is to monitor 

performance but does not describe how performance is monitored.  There is no mention of the 

process of devising, revising or reporting on performance measures.  In the references to the 

audit committee and the internal audit function, there is no reference to performance 

measurement being assessed.  Performance measurement as a function is not listed in Finance’s 

organisation chart.  The overall assessment of the status of performance measurement is LOW.  

The Commonwealth has initiated a series of capability reviews of departments.  The review of 

the Department of Finance (Australian Public Service Commission, 2012) produced 

assessments of its performance management that were consistent with those above.  
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Australian Taxation Office 

The ATO did not have a strategic plan as such. The Strategic Statement 2010–2015 is an 

aspirational statement that is expressed mostly as activities or processes, rather than outcomes; 

for example, helping taxpayers to comply, protecting the community against those who do not.  

It does include the formal ATO outcome, and in this way links to the budget and its 

performance measures.  However, there are no performance measures as such within the 

strategic statement, and it does not link directly to the performance measures in the budget 

papers.  The 2013 capability review of the ATO assessed ‘manage performance’ as ‘well 

placed’, and included the comment that ‘the ATO has clearly aligned measures from its 

Portfolio Budget Statements to its annual report and business plans’ (Australian Public Service 

Commission, 2013).  Measures cascade from programs, to program outcomes, deliverables and 

KPIs.’  On this basis, the consistency of the ATO’s performance measures is assessed as 

MEDIUM to HIGH. 

The annual report gives more than normal prominence to performance data, leading off with a 

set of key performance measures presented graphically.  The report has several mentions of the 

process of measuring and reporting performance but only in general terms: it does not detail 

the processes of developing, collecting data for and reporting on performance.  The report also 

described approaches to the improvement of performance measures, and the use of the 

measures over the year.  However, there is no mention in the list of senior staff of any 

responsibility for performance reporting.  Overall status of performance measurement is 

assessed as MEDIUM to HIGH. 

Australian Communications and Media Authority 

The ACMA’s strategic plan for 2012–15 lays out five key result areas, which have only partial 

overlap to the program structure.  The strategic plan itself does not have specific performance 

indicators and targets, but it is supported by annual operating plans which do have ‘key 

performance indicators’: some 84 in all.  In contrast, there are eight KPIs in the budget 

documents: five for the first subprogram, (relating to regulations and licensing) and three for 

the second (consumer safeguards).  These are high-level summaries of activities and aspirations 

that are difficult to independently assess and not clearly related to the details in the operational 

plan.  The annual report for 2012–2013 has extensive discussion of performance distributed 

throughout the text, but this is not structured by the budget performance measures and goes 

considerably beyond these measures.  Consistency of budget performance measures with other 

measures is therefore assessed as LOW.   
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The 2012–2013 annual report stated that there is regular whole-of-agency performance 

reporting to the Chairman against the agency’s key activities.  The report also referred to 

conducting an evaluation (of cybersafety measures) to ‘formalise our approach to program 

evaluation so we can measure our intended and actual program outcomes’.  However, there 

was not an explicit discussion of the process of collecting and reporting on performance 

measures, and there was no explicit mention of performance reporting as a function of a senior 

executive.  Overall status of performance measurement was therefore assessed as MEDIUM. 

NSW Treasury 

The NSW Treasury’s Corporate Plan 2012–13 to 2015–16 is a one page document that lays out 

a vision, mission, goal and objectives, together with statements of activities and priorities.  The 

latter two lists are general statements, not amenable as stated to measurement; neither refers 

directly to the Treasury’s role in supervising performance measurement.  The priorities in these 

lists are quite distinct from the things measured by the budget performance measures.  The 

activities covered in the agency’s 2012–13 annual report have only an indistinct connection to 

the performance measures.  An appendix in the annual report provided results against 

performance measures in the NSW 2021 plan.  Consistency is assessed as LOW. 

Only one tangential reference was found in the 2013 annual report to the process of collecting 

and reporting performance measures; and there was no job title that referred to performance 

measurement.  Importance placed on performance measurement is therefore assessed as LOW. 

NSW Health 

The performance report in the agency’s 2013 annual report was structured by presenting, in 

quantitative and qualitative terms, performance against some 12 key targets derived from the 

state-wide ‘NSW 2021’ plan.    However, comparison of the measures used in area health plans 

and the overall NSW budget indicators showed that although the documents covered much the 

same topics, and some measures were identical, there were many areas where they differed in 

what was collected and reported. It is therefore assessed that the consistency of performance 

measures between the budget measures and other reporting is MEDIUM.   

The annual report contains a significant section about the health performance framework.  It 

also emphasises performance measures by placing several key measures as an introduction to 

the entire report.  It is clear from the organisation chart that responsibility for performance 

measurement is allocated to a senior executive.  Status of performance measurement is 

therefore assessed as HIGH. 
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NSW Independent Liquor and Gaming Authority 

The authority publishes a wide range of information about its activities and decisions, but does 

not publish a business or strategic plan or similar document.  The annual reports include a lot 

of statistical information about the operations of the authority and the dimensions of the liquor 

and gaming sector in NSW, in addition to the formal performance measures.  The text of the 

annual report covers a wide-ranging description of the activities and impact of the authority, 

only a small part of which is reflected in the performance measures.  The consistency of 

published and internal performance measures is assessed as LOW to MEDIUM. 

There appears to be no public reference to the method or approach to performance 

measurement.  There is also no official in the structure with performance measurement role 

reflected in the title, which is understandable in a small agency of about 30 staff.  Nevertheless, 

the overall significance of performance measurement in the agency is assessed as LOW 

ACT Treasury  

The corporate plan for the directorate that includes Treasury functions, the Chief Minister, 

Treasury and Economic Development Directorate (CMTEDD), sets out eight strategic 

objectives that are expressed in general terms, such as ‘Support informed decision-making by 

government.’  Two of the three Treasury-related indicators in the corporate plan are also in the 

budget performance measures.  The annual report is structured around the strategic and 

accountability performance measures, with additional discussion.  The initial overview also 

refers to the strategic measures.  Together, these indicate a HIGH measure of consistency 

between published and internal measures. 

The 2013 annual report addresses some substantial changes to the performance measurement 

framework at the jurisdictional level, notably the ongoing implementation of the ACT 

Government Performance and Accountability Framework.  However, the CMTEDD 

organisational structure did not indicate any title that referred to performance reporting, and 

the process of collecting and reporting for the directorate itself (as opposed to jurisdiction-wide 

issues) was not found in the report.  The overall status ascribed to performance measurement 

by Treasury is therefore assessed as LOW to MEDIUM. 

ACT Health  

The ACT Health corporate plan 2012–17 is a one-page document that lists four key focus areas, 

related to consumers, resources, processes and staff.  Under each of these are listed three to six 

priority areas that describe broad objectives. Although these objectives are not amenable to 
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measurement, the annual report states that the corporate plan informs the development of 

business plans for the major segments of ACT Health, and these contain performance measures. 

However, the business plans themselves are not made public, and without access to these the 

link between the brief corporate plan and the performance measures is not clear.  The summary 

of key performance section in the annual report was strongly linked to the stated performance 

measures reported later.  So the extent to which there is consistent use of performance measures 

is hard to tell from the public documents.  The tentative assessment is MEDIUM TO HIGH. 

The 2012-13 annual report has a significant focus on performance measures, starting with two 

pages of graphically presented key performance measures.  The report also described briefly 

the approach to performance measurement, referring to the ACT Public Health Service’s 

quarterly performance report, the budget measures, the public hospitals scorecard and the 

business plan. The quarterly performance report is a public document that features numerical 

results on volume and timeliness of services, and some quality measures, with accompanying 

text and description.  The annual report, as part of its regular reporting on performance 

information, detailed those indicators that had changed and explained some of the background 

behind indicators.  However, there was no description of the process used to select, measure 

and report against performance measures.  The organisational diagram showed that a senior 

executive was in charge of performance measurement.  Taking these factors into account, it is 

assessed that the importance ascribed to performance measurement is HIGH. 

ACT Gambling and Racing Commission 

No strategic plan, business plan or similar for this agency was found in a published source.  

The introductory sections of the 2013 annual report did have some overlap with the 

performance measures, but several things measured were not discussed in the report and 

conversely the report’s ‘key activities’ section covers many areas not addressed by 

performance measures.  The level of consistency between budget and other performance 

measures is therefore assessed as ‘LOW’ 

As the commission is small, it is not surprising that performance measurement does not figure 

in its organisational structure. In addition, there was no mention in the annual report of the 

process of performance measurement. Significance of performance measurement is therefore 

assessed as LOW. 
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Analysis by organisation type 

In this section, the evaluation above of performance measurement systems for the nine agencies 

is analysed for any common attributes between organisations of the same type, that is, service 

delivery, policy and regulatory agencies.  One overall comment was that large organisations 

suffered from complexity, and small agencies were better at performance measurement: 

The large entities are probably in the other category: they're not doing it as well as they 

probably should be.  That may be due to complexity and those sorts of things.   Single-

purpose agencies do this well, because they can focus on it, you don’t need great 

resources on a single-purpose agency [QQ]. 

Service delivery agencies 

Each of the service delivery agencies was assessed to have consistency between budget 

performance measures and internally used performance measures ranked between ‘medium’ 

and ‘medium to high’.  Importance of performance measures received ratings between 

‘medium to high’ and ‘high’.  

This is supported by comments from interviewees from service delivery agencies, who gave 

several instances of linkage or consistency between internally used measures and externally 

reported ones.  One interviewee, when asked whether data links from local use all the way to 

public reporting, said ‘I think it all feeds in that everyone's got the same goal. And they 

recognise that a lot of the KPI's that we are reporting against, are mandated [II].’  Another 

interviewee laid out the mechanisms for this linkage, from local measures feeding up to 

reporting by the organisation: 

They [external and internal measures] are linked. … The [local] scorecard is reported 

against at a divisional level … That same scorecard essentially then gets reported again 

up to our deputy … He then reports his findings to the [CEO], and then reporting then 

goes to the [political level] [HH]. 

This was confirmed by another officer, who described the process as top-down, but still linked: 

You can be pretty well assured that, when you drill down into the [agencies’ budget 

documents], that the outcome statements and indicators do cascade down quite neatly 

and are quite clear.  [DD] 

However, they also noted that there were several local indicators that do not link to reported 

ones.  For example, one officer stated that although local managers did not have any measures 

that are radically different to the organisational measures, ‘We do have probably a few [local 

measures] that may not be covered underneath the [organisational] measures [II].’  Another 

officer laid out the reasons for local indicators sometimes being different to national indicators 
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[a group] isn't being measured by an indicator that’s a national indicator for our whole of 

the [agency] but they're being measured by an indicator that actually makes sense to 

them. … By having these local indicators relate directly to practice on the ground, that's 

how we think we'll be able to drive efficiency in the long term, rather than saying, well, 

national indicators, … and just force that on people. [OO] 

For service delivery agencies there can also be a linkage with national organisations that 

provide a benchmarking service, for example: 

… the Health Round Table. It's got a public website. I'm actually quite impressed by that 

site because it is … about 140 hospitals including our own which have just signed up 

over the long-term to share information and benchmark on a whole suite of indicators 

[DD]. 

One challenge to consistency of linkages was raised by Argyris (as mentioned in the literature 

review chapter), who commented that senior executives need information that is abstract, 

objective, with explicit logic and able to be tracked, while operational staff use data that are 

concrete, subjective, use tacit logic and not necessarily trackable.  This disconnection can 

produce misunderstandings (Argyris, 1999, pp. 98, 154). 

Policy agencies 

The policy agencies varied with respect to consistency between different measures; NSW and 

the Commonwealth scored lower but the ACT scored highly on this assessment.   There was a 

similar pattern for assessed importance of the performance measurement function, with NSW 

and the Commonwealth scoring low, but the ACT ranked as ‘medium’. 

This is supported by comments from interviewees that included an intention for consistency 

between internal and external measures.  In policy agencies, unlike service delivery agencies, 

some interviewees mentioned linkage via common usage of performance measures between 

budget performance indicators and strategic plans, for example:  

It should be articulated in their business plan. Each area, section, team should have a 

business plan for the year, and it should tie back to the budget, and also tie back to the 

indicators [EE]. 

Another comment was simply that ‘there is some link to internal strategic planning’ [NN], 

while another officer mentioned that the frequent disconnection with corporate plans needs 

repairing: 

It’s also about trying to make sure that those new corporate plans have a greater linkage 

… because currently there is quite often a disconnect between strategic plans and the 

other more public documents [QQ]. 
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There was direct support for the consistency occurring on some cases.  One officer, when asked 

whether there was a distinction between organisational level measures and local ones, said 

‘sometimes there was not: there can be use of the same data for local measures as for 

organisational KPIs’ [PP]. 

There were also indications in some cases that linkage formally exists but use of budget 

indicators for local purposes is unsure, for example: 

We have, in the past, in our business plan template included the [budget indicators], in 

terms of the targets and descriptions. We do quarterly reporting against all of the business 

plan, which would include those indicators and that was provided to the [CEO] and the 

executive management group. Whether or not that’s looked at more closely within 

individual divisions in terms of the responses or results I don’t know [LL]. 

However, some comments indicated that the externally reported measures were not useful in 

local decision-making.  One officer pointed out the need for more local indicators: ‘At a 

business level, there is a wider range of indicators, also designed to see how the how these 

areas are going’ [PP].  Another commented that the organisational plan did not reflect local 

realities: 

There's an annual report, they just sort of fill in the gaps, tick the box and move on.  It 

sometimes doesn't reflect the quality of the work they're doing internally, in terms of their 

own review and assessment of their own work, and their own structures, and their own 

programs [QQ]. 

Another officer explained in some detail that assessment beyond the formal performance 

measures, using evaluation or impact assessments, was necessary to get a rounded picture of 

performance: 

… to assess and evaluate our performance we then rely on post-implementation 

evaluations or inter-implementation evaluations to assess the impact on outcomes, on 

administration, on efficiency, on consumer satisfaction, on economic impact. We have a 

bunch of performance measures for our reforms which are more internally focused. … 

That’s ultimately what the branch should be measured against, I believe, is that a formal 

assessment of what we did, what we achieved and therefore what its impact was and what 

results were. [Question on whether superiors ignore the formal performance measure] 

Correct. We are held to account for that. We’ll go to the [parliament] and answer 

questions on that. Ultimately how my performance is measured, how my team's 

performance is measured is in the impacts  [JJ]. 

Regulatory agencies 

Regulatory agencies generally scored low on both of the assessed attributes. Consistency scores 

varied between ‘low’ and ‘low to medium’.  Status was low for two jurisdictions but assessed 

as ‘medium’ for the Commonwealth.  There were no interviews with persons from regulatory 
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agencies.  As discussed in Chapter 2, De Bruijn (2007) stated that the mere existence of 

regulatory activities could be the product, leading to difficulties in measuring regulatory 

activities. 

Reasons for variation in results  

The discussion above and in the previous chapter has explored some of the trends and 

connections between performance measurement quality and other characteristics of the 

performance measurement system.   Table 7.2 summarises results from Chapter 6 on the rate 

of change of performance measures in each organisation together with the average quality for 

each organisation and the trend in quality.  The table combines these quantitative results with 

the qualitative results generated in this chapter on consistency of budget measures with internal 

measures, status of performance measurement and the level of external guidance and review.  

These overall data are further analysed in this section with a view to understanding what is 

going on with respect to performance measurement in Australian government organisations.   

Reasons for variation by organisational type 
Service delivery agencies 

Service delivery agencies produce higher quality performance measures than other types of 

organisation.  This is not surprising, as these delivery agencies have highly numerical core 

technologies – accounting for the ATO and epidemiology for health departments.  Put another 

way, they are accustomed to using numbers intensively in running their day to day business 

and so there is the culture and the expertise to support performance measurement and reporting.  

This is supported by New Zealand research that managers who spend more time on direct 

services to the public rely more on numerical information (Gill, Kengmana, & Laking, 2011).  

In addition, larger delivery agencies have more resources to design, collect and report 

performance measures, including the establishment of comprehensive information technology 

(IT) systems to support these functions.  Despite the higher resourcing in service delivery 

agencies, the only explicit complaint about lack of resources came from such an agency: 

No. I wish it [resourcing] was [adequate]. It's been restrictive for me as the manager not 

being able to have the time to be able to do a lot more [II]. 
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Table 7.2  Summary of performance of agencies 

Agency 

Rate of 

change 

Consistency 

with other 

measures 

Status of 

perf. mgt. 

Level of 

external 

review 

Level of 

external 

guidance 

Average quality score and trend 

Relevance Clarity Completeness 

Name Juris-

diction 

Type Ave. Var. Ave. Var. Ave. Var. 

Finance Comm. Central 3.4 Low to 

medium 

Low Low to 

medium 

Medium 
1.9 +0.1 1.7 –0.2 2.8 –0.1 

ATO Comm. Delivery 4.6 Medium to 

high 

Medium to 

high 

Low to 

medium 

Medium 
2.4 –0.9 1.7 +1.4 2.8 –0.4 

ACMA Comm. Regul-

atory 

3.9 Low Medium Low to 

medium 

Medium 
2.5 –0.2 0.4 +0.1 3.0 0.0 

Treasury ACT Central 1.4 High Low to 

medium 

Medium to 

high 

Medium to 

high 
1.7 +0.1 2.8 –0.1 1.7 0.0 

Health ACT Delivery 1.1 Medium to 

high 

High Medium to 

high 

Medium to 

high 
2.3 +0.1 3.0 0.0 2.7 +0.5 

GRC ACT Regul-

atory 

0.3 Low  Low Medium to 

high 

Medium to 

high 
1.1 +0.1 2.7 –0.6 1.6 +1.0 

Treasury NSW Central 1.9 Low Low Low to 

medium 

Medium 
2.1 –0.2 2.6 –0.2 1.9 –1.1 

Health NSW Delivery 1.9 Medium High Low to 

medium 

Medium 
1.8 0.0 2.8 0.2 2.0 0.0 

LGA NSW Regul-

atory 

2.9 Low to 

medium 

Low Low to 

medium 

Medium 
1.8 –0.5 2.8 0.5 1.5 –1.0 
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Others believed that resources were adequate with one officer stating, ‘We’re quite well-served 

at the moment’ [OO], and others noting that resources were needed because performance 

measurement was ‘loved but it’s time consuming to do it’ [AA].  Another officer described the 

balance between resources and the extent of data: 

Certainly resources is one of those issues that people need to take more into account; if 

they’re wanting all those data collected then it’s time consuming … One of the big 

complaints that we get from our clinicians is that we’re spending more and more time 

doing reporting and data and spending less time doing clinical work [HH]. 

Interviews indicated stronger support for performance measurement in service delivery 

agencies.  In addition to the quote above about performance measurement being loved, there 

were expressions of general support.  As shown by the following quote, one officer expressed 

confidence that there was overall support, but this was qualified with some resistance at the 

middle levels of the organisation, and some measures were not supported with enough 

additional information to be helpful: 

The organisation said, yes, we want this … with the vision that we will provide the 

framework, which means that people in the organisation can go and find their own 

information.  

… It’s very supported. At the ground level, people are so excited to be getting access to 

the information. There’s a lot of support at the top level. The resistance we’re finding is 

in the middle.  

… the feedback we’re getting as we’re going around talking to people is, the numbers 

don't help me. … they're not the numbers that actually can help us do our job. A lot of 

times, the numbers don’t come with any explanatory information around them [OO]. 

This support led to an opinion that those collecting data would be diligent: 

I think we found good diligence amongst the clinicians for what they do have to collect 

manually …  the clinicians are seeing the value for it [II]. 

Even in this group of agencies, however, the need for further cultural change was seen as 

necessary: 

There’s a cultural change we have to go through here as well because we’re already 

getting some push back from some people, in terms of what the data is showing because 

it is actually showing inefficiencies in certain areas [OO]. 

For the two health services, clarity of measures remained high throughout.  Relevance and 

completeness were lower, especially for NSW Health.  Relevance was lower as NSW included 

more measures of activities, or ‘occasions of service’ as they are referred to which, although 

providing information that may be useful to decision-makers, does not help to understand 
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achievement of objectives.  For the case of the Commonwealth agency, the ATO, measures 

that were initially vague were made clearer during the period at the expense of not being as 

directly related to the objectives. 

Regulatory agencies 

Overall, the quality of performance measures in the regulatory authorities examined was 

slightly worse than the other two groups and varied widely between the three agencies.  For 

example, ACMA (Commonwealth) was scored low on clarity, the ACT Gambling and Racing 

Commission (GRC) was scored low on relevance, and the NSW Independent Liquor and 

Gaming Authority (ILGA) was scored low on completeness.  These agencies have boards 

which, while appointed by governments, act at least partially independently; this independence 

may a contributing factor to these agencies structuring their reporting in the way they think 

appropriate, leading to widely different approaches to performance measurement.   

Regulatory agencies tend to have low consistency of budget measures with internal measures 

and low status of performance measurement.  The first result may arise from the independence 

of these statutory authorities or from the difficulty of presenting good measures of regulatory 

performance in the format required for budget documents.  Low status for performance 

measurement may also arise from the small size of the agency, meaning that they cannot expend 

much effort in this area. 

Regulatory agencies tended to be more stable in their performance measures than others.  This 

may reflect the constancy of their business or, alternatively, a reluctance to work on improving 

something that is seen as relatively unimportant.  There may also be other factors tending 

towards stability that arise from these agencies having strong relationships with the industries 

they regulate, but this factor was not examined in the research.  This constancy meant that 

agencies tended to retain the measures they had, irrespective of quality, when the jurisdictional 

influence did not force change, leading to few incentives for improvement in quality of 

indicators. 

Policy agencies 

Overall, results for the three policy agencies when combined are lower than for service delivery 

agencies but better in most years than the regulatory agencies.  However, the individual 

parameters of the performance measurement system for the three organisations show little in 

common other than status of performance measurement within the agency, which is low or low 

to medium for all three policy agencies.  Consistency of budget performance measures with 

internal measures is high for ACT Treasury but low or low to medium for the other two.  The 



  166 

best score for the Commonwealth (Department of Finance) was for completeness and the 

lowest for clarity; this ranking was the other way round for the ACT and NSW bodies. 

The poorer results may reflect the challenges these agencies have with respect to finding 

performance measures that are both clear and reliable and also reflect the organisation’s 

business.  Different agencies, with different jurisdictional contexts, may have different 

priorities in addressing the challenge of selecting sound performance measures.  The most 

common challenge was that of quantifying the business of these agencies reliably, as indicated 

by the following two quotes:  

There is a difficulty in putting material into the scorecard report.  Quite a few measures 

are qualitative, some a bit fuzzy, and the score-card is designed to use quantitative 

measures [PP]. 

And then a lot of work in the public service, of which intelligence and policy are prime 

– how do you measure that?  And in my view, attempting to measure it is almost folly. 

… And if you have a culture of high performance and adherence to certain cultural norms 

you get a lot further than if you have performance measurement.  You are trying to 

quantify the unquantifiable [BB]. 

Such problems led to an equivocal level of support for performance measurement.  One 

interviewee assessed the attitudes of people in his organisation: ‘I suppose between about two 

and seven [on a scale of 1 to 10], I guess.  Some people need them more than others’ [NN].  

Another concurred saying ‘there was about a 50/50 split between those who were strongly 

supportive and those who were more unhappy’ [PP]. 

Unlike service delivery agencies, policy delivery agency representatives did not generally 

mention external benchmarking against similar bodies.  However, one officer noted that there 

were indicators that were ‘measuring something against another jurisdiction. They are more 

comparative’ [LL]. 

There was also some external influence in the form of demands from stakeholders: ‘we only 

want agencies to put in key indicators, but an interest group (or the Minister) may want their 

preferred indicator, which is not necessarily a key role’ [FF].  Interviewees had no complaints 

of lack of resourcing; one explicitly noted that ‘We’re reasonably well-resourced’ [NN].  As 

for  service delivery agencies, there was a consciousness that performance measurement was 

resource intensive and there was a need to consider its cost-effectiveness: 

If you want to do that sort of stuff [surveys of customers] properly as you say, yes, it can 

be quite expensive, resource intensive, and is it really worth it? [LL] 

So lists of indicators can grow, and there is a cost/benefit relationship [FF]. 
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Reasons for variation by jurisdiction 

For the Commonwealth, quality scores varied considerably between the organisations.  They 

were high for completeness (averaging between 2.8 and 3.0 over the period for the three 

organisations), reasonably high for relevance (averaging between 1.9 and 2.5) but lower for 

clarity (averaging between 0.4 and 1.7), as shown in Table 7.2.  In the Commonwealth, the 

level of external review was assessed as ‘low to medium’ meaning that each organisation was 

free to select its own approach to performance measurement.  This may be connected with the 

poor clarity of measures; in other jurisdictions, this dimension of performance measurement 

quality is often subject to independent assessment.  Completeness and relevance were higher; 

almost all facets of the agency were covered, and performance measures related well to 

objectives, even if the clarity of the performance measure was not high.  The influence of the 

quality of guidance, assessed as ‘medium’ is not clear. 

For the ACT, clarity of measures was uniformly high, with the average over the period varying 

between 2.7 and 3.0 for the three organisations.  This may well be due to the regular review of 

the clarity of performance measures conducted by the Audit Office.  However, relevance and 

completeness were not subject to formal review, and these dimensions of quality varied 

significantly, from 1.1 to 2.3 for relevance, and from 1.6 to 2.7 for completeness.  This indicates 

the power of external review in influencing quality. 

For NSW, there was a similar pattern to that found in the ACT; clarity was high, between 2.6 

and 2.8 over the period for the three organisations.  Relevance averaged between 1.8 and 2.1, 

and completeness between 1.5 and 2.0.  In the case of NSW there was a trend over the period 

for clarity to increase but completeness to decrease; this was probably due to the introduction 

of a reduced set of measures that were determined and reported centrally by the Department of 

Premier and Cabinet, although others, in particular the service measures, were not subject to 

regular review.  These service measures typically measure activities or outputs and so are 

inherently easier to define clearly.  The impact of the quality of guidance, assessed as ‘low to 

medium’ is difficult to assess, especially as it is not applicable to the centrally controlled 

performance measures. 

Overall, the analysis by jurisdiction shows the expected response of organisations when a 

specific facet of behaviour is monitored or controlled by external authorities.   
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Other relationships between aspects of performance measurement systems 

Consistency of performance measures (between budget and other measures) was only weakly 

linked with the degree of improvement of measures over the period and with quality itself. 

None of the relationships was statistically significant at the 0.05 level, as indicated in Table 7.3 

based on the Kendall tau b statistic. 

Table 7.3  Analysis of correlation between consistency and quality of indicators 

Relationship Correlation 

coefficient 

Significance (2-

tailed) 

Consistency – mean clarity score   0.46 0.10 

Consistency – mean relevance score –0.09 0.74 

Consistency – mean completeness score –0.09 0.74 

Consistency – change in clarity score   0.31 0.27 

Consistency – change in relevance score   0.10 0.73 

Consistency – change in completeness score   0.13 0.66 

It was expected that consistency would be more strongly linked with quality, and the reasons 

for the weakness of the relationship are not clear.  One possibility is that internal and external 

measures are performing different tasks.  Broadly speaking, budget-level performance 

measures describe what has been achieved and are for the purpose of accountability; internal 

measures often describe the processes in place and are for performance improvement.  For 

example, the Department of Finance’s strategic plan 2011–2014 contained planned 

achievements in the categories of culture, communication excellence and influence.  These 

planned achievements were mostly of a process nature, such as ‘Fostering productive 

relationships and working collaboratively with key stakeholders’, and applied to the 

organisation as a whole.  By contrast, the budget performance measures were focused on 

specific parts of the organisation, known as outcomes; for example (with respect to the 

insurance function) ‘Fund Member Agencies participating in one or more Comcover services 

exceeds 80%.’  Such differences in approach are not surprising for policy agencies where what 

they achieve is difficult to measure, so examining internal processes for effectiveness makes 

sense.  This is consistent with the results of the literature study reported in Chapter 2, that there 

was little articulation between levels of the hierarchy. 

Status of performance measurement is not a good explanatory factor of quality or quality 

change of performance measures.  Again, all correlations with the quality measures were not 

significant; and in addition, this factor is closely related to organisation type (higher status for 
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service delivery organisations).  As far as can be derived from this limited data, status is not 

driven by the level of external support or guidance.   

Contrary to what was expected at the start of this exploration, stability of performance measures 

seems to have no discernible pattern other than as influenced by the jurisdiction.  This makes 

sense in a context where, as in the ACT, measures are subject to audit and if a measure has 

passed audit in one year, agencies may be reluctant to change it for fear of not meeting audit 

requirements after the revision.  Where there are few such constraints, as in the 

Commonwealth, the extent of change is up to the local management in conjunction with the 

minister and can be rapid or slow as they see fit. 

As noted earlier in the chapter, clarity is inversely related to relevance.  An indicator that is 

clearly defined is often not relevant to the objective (e.g. ‘number of compliance audits 

conducted’), but an indicator that is based on a qualitative assessment of the extent to which 

the objective is achieved is often not measurable (e.g. ‘That community’s confidence in the 

efficacy of broadcasting regulation is maintained’).  There are some measures that manage to 

achieve both (e.g. mean life expectancy in the case of health organisations), but such measures 

are hard to find.   

Using systems thinking to integrate results 

In this field, as in many others in social science, many factors interact with each other in 

complex ways.  It is not at all clear what comes first, for example, between quality of 

performance measures, level of performance, amount of support given to the performance 

measurement activity and the level of interest and guidance provided at the jurisdictional level.  

So if we attempt to seek linear relationships, it is difficult to determine which are the dependent 

and which the independent variables.   

In circumstances such as these, systems thinking can show a way forward. As discussed in 

chapters 3 and 4, key systems concepts include an emphasis on boundaries, the 

interconnectedness of mechanisms, the value of different perspectives, identifying emergent 

properties and understanding patterns of change.   

Interconnectedness 

Many issues and factors that affect performance measurement, as discussed in Chapter 4.  

Many of these influences have also been raised by interviewees and interpreted in earlier parts 

of this chapter, and some are listed later in Table 7.4  
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Some of the influences were addressed in a survey of Commonwealth government agencies 

(Hawke, 2013).  This survey found that ministers, parliament and clients or interest groups are 

the strongest external influences on performance information.  When the question was asked 

slightly differently, focusing on people who have the most influence, it was found that the CEO 

and senior managers have the most influence on performance information, followed by the 

minister, middle managers and the Department of Finance, with the ANAO, individual staff 

and other external people having less influence.  When there was criticism of organisational 

performance, agencies responded most to the minister (38 agencies out of 49 strongly or 

substantially), then the Auditor-General (33 agencies) then parliament (29 agencies) with other 

critics such as the public and media and the Department of Finance attracting less response. 

(Hawke, 2013).   

These factors are connected to each other in many ways; some of the potential connections are 

depicted in Figure 7.1.  These potential influences are of several types.  Some are fairly obvious, 

such as that increased resources are likely to facilitate the operation of the performance 

measurement system.  (Even here, however, the direction of influence is not totally obvious; 

as Pollitt (Cave et al., 1990, p. 173) suggested, resources and energy to improve outcome 

indicators come from an existing debate about results rather than the other way round.)   Some 

relate to reasonable suppositions, such as that increased use of performance measures will lead 

to greater familiarity and therefore more acceptance by staff.  A third category relates to 

hypotheses that this work explores, such as that the quality of performance measures affects 

their stability, and that the size and type of organisation can have an effect on the overall system 

performance.  This figure also includes a factor that is primarily a consequence of the system: 

quality of performance measures.  Although complex, the figure can illustrate that there are 

sometimes competing influences; for example, both organisational incentives and external 

scrutiny can affect the quality of performance measures.  If these are pulling in different 

directions (referred to in Chapter 3 as ‘decoupling’), the results are unpredictable.  
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Figure 7.1 Some interactions between elements of the performance measurement system 

 

Figure 7.1, although it does not include all possible factors let alone all interactions between 

those factors, is too complex to be useful.  It would be impracticable to try to fully understand 

how all these links work, including their strength, how they influence each other and any time 

lags in the way in which they operate.  So how do we proceed?  The next step is to focus on 

one of the systems concepts introduced earlier, that of the boundary. 

Boundaries and the performance measurement system 

As discussed in Chapter 3, the concept of system boundary is critical in systems thinking 

(Maguire et al., 2006; Williams & Hummelbrunner, 2011).  Deciding on the system boundary 

is an aid to critical thinking by formalising what is within the scope of inquiry and what is not.  

One important boundary is that between the organisation and its environment – this describes 

the extent of the organisation under discussion.  Selecting this as a key boundary has 

contributed to setting the scope for this thesis – at the organisational level, rather than at the 

jurisdictional or work group levels.  Another significant boundary is that between the 

performance measurement system within the organisation and the rest of the organisation.  
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Table 7.4  Influences on the quality of performance measurement 

A.     Influences internal to the performance measurement system 

Financial resources for performance measurement 

Status of the performance measurement function 

Staff allocated to the performance measurement function 

IT systems in support of the function 

Comprehensiveness and quality of internal procedures and guidelines on performance 

measurement 

Consistency between internally used and externally reported performance measures 

Training on performance measurement 

B.      Influences outside the performance measurement system but  within the 
organisation 

Size of organisation 

Type of organisation (nature of the business being conducted) 

Senior management attention and support 

Extent of internal use of performance measures 

Staff perceptions about the usefulness of performance measurement 

C.     Influences outside the organisation 

The level of scrutiny applied by organisations such as audit offices or departments of 

finance 

Incentives for individuals to meet performance targets in the forms of funding or 

otherwise  

Comprehensiveness and quality of guidance on performance measurement provided 

by external bodies such as finance departments 

Incentives for the organisation to meet performance targets 

Political inputs – the degree of ministerial and parliamentary attention to performance 

measurement 

Press, public and academic interest in performance measurement 

 

Firstly, we need to define the performance measurement system.  It is that subset of the 

organisation that provides the structure for performance measurement, defines the measures, 

collects information and reports those measures both internally and externally.  This is a 

complex formulation, as there are two boundaries involved:  that between the performance 

measurement system and the organisation, and that between the organisation and the external 

environment.  This analysis of different systems and the boundaries between them can be made 

more apparent by listing the various forces according to which subsystem they primarily 
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belong, as in Table 7.4.  These boundaries between systems are not impermeable; for example, 

senior management attention and support is listed as exogenous to the performance 

measurement subsystem, but it could be affected by the performance reports produced. 

Figure 7.2 uses this concept of boundaries to simplify the same issues as those shown in Figure 

7.1.  In this figure, the interconnections are deleted and are replaced by the understanding that 

the forces within a subsystem do not need to be fully analysed because the behaviour at the 

overall system level is the issue of interest.  In other words, the interactions within systems are 

of less significance than the interactions between systems. 

Figure 7.2    Systems view of performance measurement factors 

 

Perspectives 

Several of the interviewees gave their perceptions on how the performance measurement 

system worked.  One comment summarised the inherent complexity and the diversity of views 

on performance measurement by saying ‘it’s an extremely difficult field.  It’s five different 

people, six different opinions, all of which are right’ [NN]. 

Some in the health agencies noted the influence of national health data management systems 

and the specialised data collection requirements of some high technology medical treatments, 

combined with the data requirements of any large organisation; the need to balance the two 

sometimes created conflicting requirements.   
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The e-health strategy … by its very essence links to issues associated with measuring and 

monitoring activity and performance associated with that. …  All of the traditional 

challenges you’ll find in any large part of a government organisation are overlayed in 

health in my personal opinion with the complexity of these additional elements [DD]. 

Sometimes the specifications for data requirements were not adequate.  Interviewees also noted 

that agencies were generally responsible for producing their own measures: ‘Our position in 

relation to what indicators an agency has is the decision of the agency themselves’ [FF]. 

The agency process for developing measures was normally undertaken through a process of 

consulting line areas: ‘We actually ask the organisation what do they think … We also then 

recommend changes based on what we know is happening at the national level’ [OO].  Most 

line areas take this process seriously, but one officer said: ‘I drafted that spiel in a 20 minute 

burst under almost explicit instructions to make it measurable’ [BB]. 

Agencies needed to be cautious in changing indicators because these changes need to be 

approved at the ministerial level in all jurisdictions: 

We don't just change the indicator, because it has to have ministerial sign-off. … If you 

don’t have a finance committee, or some sort of oversight, looking holistically at the 

whole business, how do we know we’ve got it right?  It would be embarrassing by 

sending it to your minister or the treasurer, and it comes back as, ‘Redo. Don't 

understand.’   You've got to have a rationale as to why you’ve changed it. [EE] 

Sometimes there are overriding concerns at the ministerial level that lead to proposed changes 

at the bureaucratic level not going forward:  

While the business says, this is nonsense, there's no evidence that this is of any use, 

government's position is, this has been reported for ever … there is no way we are ever 

going to drop that [OO]. 

Although central agencies did not have a strong influence on performance measurement 

selection, central parts of agencies and central agencies within jurisdictions did have systems 

to collect measures, to provide advice on them (to various extents) and to consolidate them for 

inclusion in the budget documents.  In some cases, these central players suggested draft 

performance indicators for the line areas to work with; in other cases, officers noted a need for 

additional central guidance.   

Changes to performance measures can be driven by changes to the business.  One such driver 

is technological change: 

There could be multiple reasons the drivers would change in this industry. For example, 

it could be as diverse as new medical research indicating new better practice. It could be 

more regulatory in a standards compliance perspective relating to some form of health 
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activity. It could be the influence of new technology relating to what’s available for the 

delivery of services [DD]. 

Another significant reason to change performance measures is any change to the functions of 

the department, often referred to as machinery-of-government changes: 

Such changes are often driven by machinery-of-government changes … Sometimes there 

is a change in the way that parts of the department operate, and this forces a change in 

measures [PP]. 

As soon as there’s any change in the business, and when I say that, it could be now 

because of the machinery-of-government change, you definitely would be reviewing all 

of your indicators [EE]. 

On other occasions, changes are due to a desire to improve the level of performance 

information: 

They [an operational group] have said, ‘Oh well look, there's actually another measure 

we want to introduce to look at and report on regularly.’ That's discussed at that meeting. 

If there’s agreement, then that will come on as part of our scorecard [HH]. 

Sometimes this desire for refocusing information comes from the political level: 

Government policies change regularly, to reflect the priorities of the minister.  For 

example, the palliative care focus of the minister last year led to changes in performance 

measures, and it is expected that this year’s focus on elective surgery for children will 

also lead to changes [MM]. 

A further reason for change can be external requirements, for example agreements between 

different levels of government: 

The nation emergency access target, the NEAT. That came from the Commonwealth and 

there was funding attached to that to meet it [II]. 

They should have a measure on what it is that they're doing specifically for that particular 

agreement [EE]. 

The locations of the performance measurement function were normally, but not always with 

the chief finance officer; and there were different views and practices on the extent of 

centralisation of the performance measurement function as opposed to having resources 

distributed to the line areas.  A survey of Commonwealth agencies found that performance 

information collection was commonly done by central administrative areas (80% of agencies 

reporting), compared with management units in divisions at 71% and service delivery areas at 

55% (Hawke, 2013). 
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Governments aim to coordinate their activities across the various fields of administration.  For 

example, the ACT government changed from a departmental structure to a directorate structure 

with this in mind, and the Commonwealth included in the PGPA Act a specific provision to 

encourage coordination between agencies.  However, interviewees were not confident this was 

working with respect to performance measurement, with one officer stating ‘Currently, 

information's pretty poor in [budgets] and annual reports about that.  There's inconsistent 

information across agencies working towards a similar goal’  [QQ].  Another officer had a 

similar view but phrased the issue as one that would require continuing effort to address: ‘There 

would need to be a significant investment in a more, I guess, mature performance framework. 

That for us, will happen over time’ [JJ]. 

Key outcomes: quality and rate of change of performance measures 

Within the boundaries of the performance measurement systems there are multiple factors, and 

they are connected in various complex ways.  As a result, it is not possible to isolate their 

influence on each other or on characteristics of the overall system.  The factors all influence 

each other, so as discussed earlier, it is not correct to label some variables independent, or 

inputs, with other variables being dependent, or outcomes.  Nevertheless, there are several key 

characteristics that can labelled as emergent properties of the performance measurement 

system, or more prosaically as outcomes.  These are the overall quality of the performance 

measures in terms such as relevance, clarity, and completeness, together with the trend in this 

overall quality; and the stability of the suite of performance measures.  Because determining 

the impact of each relationship in the system is not possible, the thesis takes a holistic approach, 

considering the impact of the external forces on the performance measurement system as a 

whole as indicated by these emergent or summary properties.   

Setting the boundary to focus on the behaviour of the performance measurement system means, 

in effect, that what happens inside this system is a ‘black box’; in other words, it is hypothesised 

that the way in which each organisation, say, invests in IT systems as opposed to training is not 

as significant as factors external to the system, such as audit office review. 

Use of the systems approach to explain results 

The results discussed in chapters 6 and 8 are, in one sense, disappointing – there is little trend 

towards improvement in performance measurement despite legislative mandates and 

significant effort over a long period of time, and little impact on improved performance.  In 

another sense, they are exciting, as unexpected results, even unexpected nil results, raise 
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interesting questions.  Possible explanations for these results are explored by analysing the 

impacts of the forces listed in Table 7.4 and depicted in figures 7.1 and 7.2.   

Under the systems approach, it is considered more likely that fundamental drivers of behaviour 

are more likely to be found at the higher system levels, in this case influences outside the 

organisation.  This view is consistent with the conclusions of several systems thinkers, such as 

Argyris’s concept of second-loop learning being more effective than first loop; Beer’s 

conception of hierarchies of systems in which the controlling system has more influence than 

lower level systems; and Senge’s demonstration of the importance of leverage points rather 

than simply applying more effort (Argyris, 1999; Beer, 1972; Senge, 1990). 

To test this view, firstly, each of the potential factors was reviewed, and the ‘black box’ 

hypothesis that the external factors are more important than the internal ones examined.  

Secondly, each of the external factors was analysed for its impact on the performance 

measurement system.  In this section, the explanations of influences discussed earlier are 

presented according to the level of system to which they apply.  However, the explanation is 

necessarily incomplete, as several factors listed as potential influences are not readily 

observable without the sort of intensive research within organisations that has not been 

attempted in this work.  Such limitations are noted below as the factors are discussed. 

Effect of factors within the performance measurement system 

Internal consistency.  As discussed above, consistency of performance measures (between 

budget and other measures) was only weakly linked with the degree of improvement of 

measures over the period and with quality itself.  It would have been expected that attaining 

consistency would have been a stronger driver of quality; for example (Hitchiner & Gill, 2011)  

found in the case of New Zealand a presumption that a consistent hierarchy of information is 

required to make a good performance measurement system.  As discussed earlier, the reasons 

for the weakness of the relationship are not clear but may involve different purposes for internal 

and external performance measurement. 

Status and resourcing. Status of performance measurement is not a good explanatory factor, 

as it tended to be closely related to organisation type (higher status for service delivery 

organisations).  As far as can be derived from this limited data, status and resourcing are not 

driven by the level of external support or guidance, nor appear to substantially affect quality or 

quality trend.  Details of resourcing of the performance measurement function, whether 

staffing, financial resources or IT support, are not publicly available.  Most interviewees felt 
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there were adequate resources, with some comments from staff at the higher performing service 

delivery organisations that more and better resources could be useful.  The limited evidence 

indicates that resourcing is not a major influence on quality. 

Internal training and guidance.  The only evidence on the effect of the provision of training 

and internal guidance on performance measurement is from interviews, and there were 

insufficient comments on this topic to draw any conclusions.  

From the above, the conclusion is drawn that internal factors probably do not have a significant 

effect on quality or rate of change of performance measures; however, the current research 

project has not investigated the operation of these internal factors in any depth. 

Effect of organisational factors  

Size and type of organisation.  Service delivery agencies produced higher quality 

performance measures than other types of organisation.  This is also not surprising, as they are 

large agencies that have the resources to manage the design, collection and reporting of 

performance measures, and the nature of the business means that the definition of measures is 

easier.  Regulatory agencies tended to be more stable in their performance measures than 

others.  This may reflect the constancy of their business, or alternatively a reluctance to work 

on improving something that is seen as relatively unimportant – especially given the small sizes 

of the agencies in this sample.  Regulatory agencies varied widely in the quality of performance 

measures. This may be related to the constancy above – agencies tended to stick with what they 

had, irrespective of quality, when the jurisdictional influence did not force change.  The 

observation that each type of agency tends to retain its approach to performance measurement 

throughout the period provides some evidence for the strength of the preservation of 

institutional norms. 

Senior management attention.  This is closely connected with ‘Status of performance 

measurement’.  As for that factor, it does not have a high explanatory factor as it is related to 

organisation type.  That said, it is likely that the attitude of senior managers will have some 

influence, as their behaviour is partly due to their own history and background and is not 

entirely driven by the organisation in which they work. 

Staff perception of performance management.  Interviews indicated that performance 

measurement was better understood and appreciated in the service delivery organisations than 

in the policy agencies.  This factor is therefore also closely aligned to that of organisational 

type and so is difficult to distinguish as a separate influence. 
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Effect of external factors 

External review.  As discussed earlier, the level of external review and direction are important 

as drivers of the quality of performance measures.  The case of NSW, where there was an 

element of central coordination of performance measures, was at least as effective in improving 

the quality of performance measures, as in the ACT where there was a reasonably strong 

element of review; and both jurisdictions were assessed as producing better defined 

performance measures than the Commonwealth. This shows the expected response of 

organisations when a particular facet of behaviour is monitored or controlled by external 

authorities.  A factor that applied to all cases (except those performance measures in NSW 

labelled ‘Premier’s Priorities’) was that the design of performance measures was in the hands 

of the local managers.  The design of assessments by those being assessed creates the potential 

for conflicts of interest and weak assessments, as pointed out in the target-setting section of the 

literature review at Chapter 2.  This risk is reduced through the ability of political leaders 

(ministers) to apply a veto to changes to performance measures and the measures being subject, 

in some cases, to audit review. 

External guidance.  Table 7.2 shows that the level of external guidance tends to be similar to 

the level of external review – stronger in the ACT than in the other two jurisdictions.  It is 

therefore difficult to disentangle the influence of external guidance from that of external 

review.  Interviewees from NSW did not mention jurisdictional guidance, those from the 

Commonwealth were equivocal to negative, and those from the ACT, which on face value 

appeared to provide the best guidance of the three, were at best mildly supportive of this 

guidance.  It is possible that longer-term initiatives, such as initiatives to share better practice 

in the Commonwealth, will eventually be successful in encouraging learning but there is little 

evidence to date in the results observed.  The focus of this work is on the use of performance 

information for accountability rather than learning, and in this context it is not surprising that 

interviewees were more aware of the influence of external review than of external guidance. 

Organisational incentives.  There is limited impact from this factor, as such incentives are 

not used frequently.  As discussed in Chapter 8, there is little influence of performance 

measures on funding, with the exception of some volume-related health indicators used to 

indicate the need for more resources.  No instance of unmet indicators having a deleterious 

impact on executives or groups was observed.  In terms of the purposes of performance 

measurement discussed in Chapter 2, this indicates that the accountability loop is not closed 

and so the purpose of accountability is not met. 
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Personal incentives.   The principal-agent model assumed there would be a way of providing 

incentives to encourage the agents (agency executives) to align their interests with those of the 

principal (government); but as a New Zealand study showed, it can be difficult to operationalise 

such incentives (Hitchiner & Gill, 2011).  However, the influence of personal incentives on 

performance measurement has been tentatively assessed as low in significance.  Some instances 

of executives acknowledging that easy-to-achieve performance targets were to their and their 

ministers’ advantage were noted in the interviews.  In this case, personal incentives tend to 

detract from the functioning of the performance measurement system. 

Political input.   Chapter 8 analyses the potential impact of feedback from parliamentary 

committees, based on their understanding of performance measures, on organisations.  In 

general, there was little such feedback.  Committees were interested in performance, but this 

was normally based on factors other than the reported performance measures.  Interest in the 

overall system of performance measures – for example comments on the quality of 

performance measures – was limited.   Nevertheless, political and parliamentary influence is a 

potentially strong influence if it is deployed.  Several of the references in Chapter 3, such as 

Bourdeaux (2006), found that legislative oversight of performance corresponds with greater 

use of performance measures. 

Media and public interest.   These influences have not been studied.  As for parliamentary 

input, they are suspected to be of little significance. 

In summary, there was no discernible influence on performance measures at the subsystem 

level, and there were only two significant influences overall, one at the organisational level and 

one at the external level.  The first of these was the type of organisation.  The larger service 

delivery organisations tended to have better performance measures, and these were the only 

ones with some tendency to seek to improve performance when the indicators showed a lack 

of achievement.  The second major influence was the level of external review.  This is 

established at the jurisdictional level, and was most robust for the ACT.  This resulted in the 

ACT showing indicators that were of high quality with respect to the factor reviewed, namely 

clarity of definition.  These inductions based on the data were also confirmed by interviews 

held with selected representative of the organisations.  These conclusions are consistent with 

the findings of Hawke (2013) reported earlier that for the Australian government, external, 

structural and technical factors were effective, leading to incremental improvement, but 

managerial, cultural and behavioural tools have not been used to improve the system. 
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Some of the factors that did not have influence are also of interest.  For example, consistency 

of use of measures for both internal use and external reporting seems like good practice but 

was not found to influence quality of measures.  One possibility was that it can be helpful to 

have measures for two distinct purposes, namely performance improvement and accountability, 

so internal consistency is not necessarily bad.  Resourcing also seems to have had little to no 

impact, but this may be a threshold factor that was not in play, as only one interviewee 

described resourcing as insufficient.  Guidance provided to organisations by jurisdictions 

appears not to be a significant factor, but it is hard to disentangle from external review and is 

likely to be dominated by this factor.   

Other interesting non-influences are the level of incentives to organisations for better 

performance indicators and better performance; and the level of political and media interest.  

These had little impact because the influences were always at a low level.  In particular, no 

example was found of performance as defined by public performance measures having any 

impact on funding.  Although politicians are often interested in lack of public sector 

performance, this was very rarely related to the published performance measures; and media 

and public interest was also at a low level. 

Systems conjectures 

There may be a complex interplay of factors within performance measurement systems that 

work together to affect how they develop over time.  Government interest may lead to 

institution of control and feedback measures on quality of performance measures, which may 

lead to increased demand for performance measurement skills and status of those leading 

performance measurement functions, and these two together can lead to better performance 

measures.  This in turn might better involve stakeholders, reinforcing the political will for this 

effort.  If improved performance measures, especially through integrating external and internal 

performance measures, does improve performance, this also encourages stakeholders.  This 

‘virtuous circle’ can, of course, be run in reverse if countervailing forces such as the personal 

interest of executives and ministers in keeping measures vague to avoid accountability are 

dominant.  In addition, the resources needed for performance measurement, though relatively 

modest, can be subject to pressure in times of financial stringency.  However, no significant 

pattern of either type (consistent increase or decrease in performance measurement quality) 

was observed in any of the agencies in the sample. 
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Conclusion 

This chapter has considered possible explanations for the relatively poor quality of 

performance measures and the fact that they were resistant, in many cases, to significant 

improvement.  The explanation can be summarised by saying that the application of a systems 

view means that causes at the larger system level are more likely to be significant; of these only 

the influence of external review was found to be operating to improve the quality of measures.  

Other influences either had no effect because they were operating at a lower level in the systems 

hierarchy (e.g. extent of resourcing for the performance measurement function) or because the 

potential lever was not being used (e.g. political influence).  
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Chapter 8  Impact on performance 

Nothing to see here, move along. 

Phrase reputedly said by police officers to crowds gathering at the scene of a crime 

Introduction 

This chapter analyses the data to address research question 3: what impact, if any, does 

performance measurement have on performance?  The study of public management is 

characterised by a strong belief and substantial evidence that what managers do matters for the 

performance of public organisations (Meier, Favero, & Zhu, 2016).  However, whether what 

managers do is influenced by performance measurement results is problematical.  The literature 

review in Chapter 3 showed little evidence that performance measurement in government 

improves performance. 

The search for evidence that performance measurement improves performance is problematical 

as it is difficult to examine the counterfactual: if there is no performance measurement then it 

is not possible to assess the level of improvement.  The chapter therefore takes a number of 

indirect approaches, including looking for evidence of improvement after poor results against 

stated performance measures and looking for claims that action has been taken in response to 

performance measures.   

Firstly, it is necessary to consider the modalities by which organisational performance 

measurement results might influence performance.  These include several mechanisms based 

on rewards, penalties or provision of information.  The first mechanism is the provision of 

rewards to organisations based on success (and penalties based on failure).  Under this 

mechanism, success shown by performance measures leads to increased resources or status for 

the organisation (and vice versa), acting as an incentive for improvement.  This can only occur 

where there is a competitive environment, where the more successful organisations attract 

resources from the less successful ones; if there is no alternative provider, withdrawing funds 

will only reduce services to the public.  A second mechanism, rewards to organisations based 

on failure, works in the opposite direction, and involves a lack of success shown by 

performance measures leading to increased resources or status for the organisation, which 

enables performance to improve.  This can occur in situations where lack of success by a public 

organisation is politically unacceptable, increased resourcing is expected to address the 

problem, and there is no alternative to use of the organisation in question. 
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Another modality is incentives for individuals based on organisational performance.  This can 

involve bonuses or promotions for staff based on good performance, or, conversely fear of 

dismissal, lack of privileges or public criticism if performance falters.  The prospect of rewards 

and punishment are thought to provide incentives for higher performance.  Finally, information 

on aspects of performance can provide managers with evidence that enables improvement of 

policies or practices. 

These different mechanisms express several of the various purposes for performance 

measurement: choosing between alternatives, accountability and performance improvement 

(see Chapter 2).  This section describes the mechanisms in more detail and then provides some 

empirical results from the case studies that test whether these mechanisms operate in practice 

to influence performance. 

It is not fully visible as to which improvement mechanisms operate in which organisations, 

although the interviews with staff did shed some light on this, as discussed later in the chapter.  

However, irrespective of the modality, each of the processes would act to address instances 

where performance was less than targeted (except for the first process, which does not apply 

in the current study).  Therefore, an overall review of subsequent performance after failure to 

meet a target gives some indication as to whether at least one mechanism is working.  Results 

of this analysis are provided first, followed by discussion (informed by case studies where 

relevant) of how the various mechanisms are or may be working to improve performance. 

Analysis of consequences of failing to achieve targets 

One of the potential pathways by which performance measurement can have an effect on 

performance is for organisations to react when performance is recorded as lower than the 

published target.  This may be in the form of increased management attention or increased 

resources, which should show up in the form of an improved performance the next year.  There 

could also be an incentive to delete the performance measure to avoid bad news.  

In order to do this analysis, it must be possible to assess performance against targets as failure 

or success.  This is not always possible, because of the nature of the measures or the targets.  

In the case studies, there were several possible results for a performance measure: 

1. a measure with a stated target that was met – ‘success’ 

2. a measure with a stated target that was not met – ‘failure’ 

3. a measure with a stated target, but no information provided on whether the target was 

achieved – ‘uncertain’. 
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4. a well-defined measure, with no stated target.  Depending on the variation since the 

previous year, this could be defined as: 

4.1 ‘improving’ 

4.2 ‘stable’ 

4.3 ‘deteriorating’ 

4.4 ‘ambiguous’  (where it is not clear which direction of change is to be preferred) 

5. A poorly defined measure with no stated target or result – ‘undefined’ 

Despite some measures being poorly defined, clear results for these measures were sometimes 

reported in the annual report.  In one case, the measure was ‘Comprehensive and high quality 

advice to decision makers and to applicants for discretionary assistance’ with the result reported 

as ‘Achieved’.  In such instances, the stated result was accepted leading to a category 1 result, 

‘success’.  This assessment of results is not influenced by the relevance of the measure.  A 

performance measure may be clearly trivial to achieve and not reflective of the organisation’s 

objective, e.g. ‘number of budgets produced – target 1’ but since this is defined and counted, it 

would be included as a success.   

In several cases, performance measures described the volume of work, for example number of 

patients treated.  It is hard to define in these cases how movements in the measures should be 

interpreted.  Measuring the volume of work is useful for defining context and perhaps provides 

a case for funding to be varied, but it does not in itself define performance.  For example, in 

the public sector attracting more clients or more business is not necessarily a success; it is just 

a matter of dealing with the work that the public generated.  Therefore, most measures of 

volume, unless there is more specific information, would be in category 4.4 above. 

Table 8.1 indicates the performance in the year following the recording of a negative result, 

that is, one in which the target is not met.  In this table,  the column headed ‘Number of 

measures over the first six years’ is calculated by summing the number of measures in use in 

each year from 2009–10 to 2014–15.  It includes those with positive results (attaining the 

target) negative results (those that did not attain the target) and ambiguous or undefined results 

– those with no target or no recorded result.  The reason for not counting the seventh year is 

that the intent of this table is to enable analysis of what happens following a negative result, 

and this research does not cover events after 2015–16. 
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Table 8.1 Responses to negative results 

 Number of 

measures 

over first 

six years 

Number 

deleted 

Number of 

negative 

results 

Improve-

ments 

after a 

negative 

result 

Number 

deleted 

after a 

negative 

result 

Number 

relaxed 

after a 

negative 

result 

Commonwealth 

Finance 

366 80 62 24 11 1 

ACT Treasury 82 5 12 3 1 2 

NSW Treasury 159 32 26 9 3 3 

Australian Taxation 

Office 

278 89 6 3 2 0 

ACT Health 353 36 84 48 3 2 

NSW Health 350 50 70 32 25 11 

ACMA 55 19 0 0 0 0 

ACT GRC 62 0 4 3 0 0 

NSW ILGA 32 12 5 1 0 1 

ACMA: Australian Communications and Media Authority 

GRC: Gambling and Racing Commission 

ILGA: Independent Liquor and Gaming Authority 

The prevalence of negative assessments of performance gives some indication of the rigour 

with which performance is assessed.  If performance measures are so vague as to not be 

assessable, or if targets are set very low, then there will be very few measures that are failed.  

Paradoxically, the failure level against performance gives an indication of the success of the 

performance measurement regime.  Data on this issue are included in Table 8.2; this shows that 

failure rates mostly seem to reflect reasonably robust performance measurement regimes, with 

the exceptions of the Australian Communications and Media Authority (ACMA) (no 

discernible failure rate due to ambiguous measures) and the Australian Taxation Office (ATO) 

with a failure rate of only 2%. 
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Table 8.2  Prevalence of negative and positive results 

 Number of 

measures over 

first 6 years 

Number of 

positive results 

Number of 

negative results 

Proportion of 

negative results 

Commonwealth 

Finance 

366 298 62 0.17 

ACT Treasury 82 61 12 0.15 

NSW Treasury 159 54 26 0.16 

Australian Taxation 

Office 

278 126   6 0.02 

ACT Health 353 152 84 0.24 

NSW Health 350   59 70 0.20 

ACMA   55     0  0 0.00 

ACT GRC   62  54  4 0.06 

NSW IGLA   32   5   5 0.16 

ACMA: Australian Communications and Media Authority 

GRC: Gambling and Racing Commission 

ILGA: Independent Liquor and Gaming Authority 

Deletion of performance measures after negative results 

If there are negative results, then it might be expected that the organisation would attempt to 

address this.  From the perspective of the citizen, it would be preferable if the response was to 

improve performance.  Other potential responses are to delete the performance measure or to 

relax the target or as to make it easier to achieve.  In the sample, however, there was little 

evidence of a trend to deleting performance measures if they were not achieved.  For only three 

of the nine organisations in the sample (shaded in Table 8.3 below) the likelihood of a measure 

being deleted after the organisation did not achieve the relevant target was higher than the 

overall chance of being deleted.  In five organisations, a measure was more likely to be deleted 

after success, and for the remaining case, there were no targets set at all, so positive and 

negative results could not be established.  Of the three cases showing a propensity to delete 

measures after a negative result, two were marginal only and not statistically significant.  The 

only significant exception was NSW Health.  Details are in Table 8.3, which uses the chi square 

statistic to calculate the probability of the null hypothesis that the likelihood of deletion is the 

same irrespective of whether the result was negative.  One is reluctant to make any overall 

conclusion based on one organisation, especially when the result for ACT Health was in the 

opposite direction (a lower rate of deletions after poor results than overall deletions) and the 

result was also statistically significant at the 5% level. 
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Table 8.3 Analysis of extent of deletion after negative results 

 % 

deleted 

% deleted 

after 

negative 

Actuals:  

deleted 

after 

negative 

Actuals: 

not 

deleted 

after 

negative 

Expected: 

deleted 

Expected: 

not 

deleted 

P(h0) 

Commonwealth 

Finance 

22 18 11 51 14.0 48.0 0.43 

ACT Treasury 6 8 1 11 0.7 11.0 0.75 

NSW Treasury 20 12 3 23 5.2 21.0 0.27 

Australian 

Taxation Office 

32 33 2 4 1.9 41.0 0.94 

ACT Health 10 4 3 81 8.6 75.0 0.04 

NSW Health 14 36 25 45 10.0 60.0 3*10-7 

ACMA 35 n.a. 0 0 0.0 0.0 n.a.1 

ACT GRC 0 0 0 4 0.0 4.0 n.a.1 

NSW IGLA 38 0 0 5 1.9 3.1 0.08 

Note 1: The chi squared statistic could not be calculated for ACMA or for ACT GRC as the 

expected number of deletions was zero 

As a further check, the instances of targets being reduced or relaxed after failures to reach 

targets were examined.  There were some instances of measures being relaxed after failure to 

reach targets, but again with the exception of NSW Health, these were not large in number.    

Interviewees made a small number of comments about the effectiveness or appropriateness of 

targets (there were also some about the processes by which targets were set).  There seemed to 

be an equivocal approach to targets, with some considered as helpful but others, especially 

those imposed, considered not useful. All the comments about usefulness came from service 

delivery agencies. 

[We] negotiated a different target that was more achievable for us. Because what you 

don't want to do is set people up to fail, because they just don’t try. [II] 

We’ve got the capacity to start setting performance targets and new performance 

measures at the local level which may be different to the ones we’re reporting at the ACT 

level and the national level but improvements at that level will drive these other indicators 

[OO]. 

We have one site in particular who will always have on average, 2-3 patients in ED over 

24 hours. And its clinically appropriate. … But unfortunately, the KPI is zero so we will 

always fail that [II]. 
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The role of externally imposed performance targets – do they help or hinder?  [MM] 

One interviewee commented about links to funding: 

If the state met the target, then the state got the funding [II]. 

Improvements after negative results 

A key issue is whether there have been improvements after poor results.  Table 8.4 below 

provides more detailed analysis in terms of percentages based on the data of Table 8.1.  In this 

table, improved performance does not necessarily mean that the target level has been achieved; 

performance could have improved but still be inadequate.  

Table  8.4 Improvements after negative results 

 Number of 

negative 

results 

Improve-

ments after 

negative 

% improved Deleted 

after 

negative 

% improved (for 

surviving measures 

only) 

Commonwealth 

Finance 

62 24 39 11 47 

ACT Treasury 12   3 25   1 27 

NSW Treasury 26   9 35   3 39 

Australian 

Taxation Office 

  6   3 50   2 75 

ACT Health 84 48 57   3 59 

NSW Health 70 32 46 25 71 

ACMA   0   0 *   0 * 

ACT GRC   4   3 75   0 75 

NSW IGLA   5   1 20   0 25 

*  Not calculable. 

Table 8.4 presents the percentage of improvements to performance when the previous year had 

recorded a result that was less than the target.  It presents, firstly, the ratio of improvements 

recorded when the previous year had an unsatisfactory performance.  However, in addition to 

the recording of improved or unimproved performance for the subsequent year, a third 

alternative was that the measure was deleted.  In this case, of course, we do not know whether 

the performance improved or not.  Deleting such cases from the denominator yields the right-

hand column of adjusted percentages of improvements after poor performance.   

There are several causes for changes in recorded performance – external environmental 

conditions (e.g. increased numbers of hospital patients making it harder to achieve wait time 

criteria), the deliberate efforts of government to improve performance, and random effects.  
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The impact of the deliberate effects of government depends on several factors, including the 

extent of resources deployed, the effectiveness with which these resources are used to achieve 

the intended objective, and any time delays involved in achieving the impacts.  It is possible 

that improvements are due to random effects – cases where the previous result had been low 

due to bad luck in that year which than improved in the subsequent year due to better luck.  

Another term for this pattern is ‘reversion to the mean’ where exceptionally high or low results 

tend to revert towards the mean in subsequent measurements. 

Given the impact of reversion to the mean, we would expect that if there had been efforts, even 

partially unsuccessful ones, to attempt to address deficiencies, then the number of 

improvements would have been well over 50%.   However, such results were observed in only 

four cases, and for two of these (the ACTGRC and the ATO) there were very small numbers 

involved.  The other organisations with the improvement ratio over 50% were the two health 

organisations, in NSW and the ACT.  

Mechanisms for responding to performance information 

This section analyses the potential ways in which performance information might lead to 

improving performance information.  These mechanisms include rewarding organisations 

when they are successful, providing additional support if performance is lower than required, 

incentives for individuals, or allowing managers to improve performance based on better 

information. 

Rewards to organisations based on success 

This application of performance measures is more significant in the private sector, where firms 

live and die based on their performance in the market, and where performance measurement is 

essential to give early indications of overall performance and how to respond to it.  Within such 

profit-motivated organisations, those divisions making money or projected to do so will get 

more funding, those who are not may be dissolved.   

In the public sector, this mechanism is less applicable.  If a government department is failing, 

the function must continue, so although it may be restructured, it cannot leave the market 

entirely.  Nevertheless, there can be aspects where this mechanism does apply in the public 

sector.  The most obvious is outsourced delivery of services, where there are multiple 

competing providers which can be subject to quasi-market competition, whereby their 

continued contracts depend on their performance measures.   It can also apply in public arenas 
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such as school systems, where schools that are failing and thus attract fewer students are later 

closed.  In the current research project, which addresses government agencies, there is no 

alternative supply of services, so this mechanism does not apply.  As one interviewee stated, 

‘Just because it does well, it does not mean that it will get funding to deliver more’ [FF]. 

Rewards to organisations based on need  

Where there is no alternative, lack of performance can attract more funds to meet a public need.  

For example, in hospital systems, performance measures often include waiting times for 

elective surgery and for treatment at emergency departments.  If these are below standard, there 

is pressure to address this with more funding.  In other areas, there are often measures of 

demand – number of customers, number of cases to be handled.  Although strictly not 

performance measures, they are often labelled as such.  Increasing demand is, not surprisingly, 

linked to increased funding.  

As noted above, it is not expected that there will be any easily detected influence of 

performance measures on funding, positive or negative.  Firstly, there are  significant other 

influences on the budget, such as political forces; even if performance measures had an 

influence the multiplicity of these measures means that the influence of any one measure would 

be difficult to isolate.  There may, however, be trends at the program budget level that may be 

detectable; this is explored in the case studies analysed below.   

Case study – NSW Health 

NSW Health is selected as a case study as it had about ten programs with little change to the 

definition of these programs over the period 2009–2015.  Each program has performance 

measures associated with it.  All programs have measures of demand, and many also have 

measures of quality.  However, the variation of expenditure appeared to be unrelated to both 

measures of demand and measures of quality.  This is not unexpected because, for example, 

the cost of emergency medicine and of treating admitted patients has increased more rapidly 

than other types of medicine, and so this drives the expenditure, not the performance measures.  

Statements in the annual reports were also reviewed for information on whether measured 

performance had had an impact on policies, processes or expenditure; but there was no explicit 

recognition that any funding change was due to performance.  Increases in funding in the 

budget are often ascribed to specific new policy programs designed to improve services or 

address capacity or access issues; it is not known the extent to which these in turn have been 

informed by performance measurement results in previous years (as noted above, there was 
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little connection observed in this study).  NSW Health annual reports often describe work that 

is being done to address areas where the performance is lower than the target.   It also describes 

new processes or approaches designed to improve efficiency, but it does not refer to new money 

to support the work. 

Case study – Australian Taxation Office 

Budget papers for the ATO do not refer to performance measures as a basis for changes to 

appropriation.  Such changes are mostly based on changes to policy; as new programs are 

introduced or deleted, there are consequent changes to funding.  The ATO separates funding 

for running the agency (salaries, rents etc.) from funding directed to taxpayers (e.g. subsidies 

or rebates) and also separates its activities into different programs with different performance 

measures.   Much of the running of the ATO is in program 1.1 ‘Shape, design and build 

administrative systems’ and the performance measures for that program are generic, such as 

satisfaction of taxpayers with the ATO.  As the 2009–10 budget puts it, ‘The shape of the tax 

and superannuation systems is a matter for government,’ and so there is no way that the 

satisfaction measures will influence expenditure on the administration program 

(Commonwealth of Australia, 2009, p. 207). 

For operational programs that deliver particular tax products (e.g. the tax bonus or the 

Superannuation Guarantee Scheme), the key performance indicator (KPI) was the same for 

most of the period studied: ‘The ATO's role in successfully delivering this program is 

demonstrated by payments being made in accordance with the law’.  Such a KPI is hard to 

measure and unlikely to have any impact on resourcing.  In a few instances over the years, 

performance was stated in the annual report as being below standard.  Reponses to the poor 

performance included new action, just describing ongoing processes and sometimes only 

providing an explanation (e.g. that debt recovery was worse because of the economy).  By the 

time of the 2015–16 Annual Report, the KPIs were rephrased and expressed numerically, with 

trends presented, accompanied by commentary.  There were still no targets, but this 

formulation meant that the annual report contained more comprehensive descriptions about 

performance. 

An extreme example of decisions not being based on performance information is that of one of 

the ATO’s business unit, the Australian Valuation Office (AVO).  The AVO delivered 

valuation services on a fee‑for-service basis exclusively for government from 1910 to 2014 

(Commissioner of Taxation, 2014).  The 2013 budget described its program KPIs as: trend over 
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time in satisfaction of key clients; financial performance in line with Commonwealth 

competitive neutrality guidelines; impact of the innovation in new asset solutions for Australian 

Governments; and trend in the quality of valuation services (Commonwealth of Australia, 

2013).  In the 2013–14 Annual Report, the only key performance measure reported was the 

level of satisfaction of key clients, and this was stated to be ‘high’ (Commissioner of Taxation, 

2014).  Nevertheless, the AVO was closed at the end of the 2013–14 financial year based on a 

policy decision that was not anticipated at the time of the 2013 budget. 

Case study - ACT Health 

ACT Health does not give any measurement-based reasons for details of changes to 

expenditure in its budget documents. It merely states the overall priorities, which sometimes 

refer to performance measures.  For example, in its 2012 annual report, ACT Health referred 

to strategies to meet performance targets for the emergency department and elective and 

emergency surgery; and to ensuring that older persons in hospital wait the least possible time 

for access to comprehensive assessment by the Aged Care Assessment Team (this access time 

is also the basis for a performance measure). 

Incentives for individuals 

Within the Australian public sector, some jurisdictions use performance pay, especially for 

higher ranked officers.  However, the data on this is confidential, and this aspect was not 

examined in any detail.  During the interviews held on performance management, issues of 

performance pay were not raised frequently.  One officer commented that, since the 

performance appraisal was based on their part of the organisation’s performance measures, 

there was an incentive to keep the measures achievable or vague [BB]. 

Negative consequences to individuals vary from dismissal to chastisement.  This study has not 

reviewed cases of public service dismissals, but the perception is that reasons do not relate to 

failure to achieve published performance measures.  Dismissals of more junior staff are almost 

always related to failure to adhere to the code of conduct; any dismissal related to performance 

is related more to obvious failure to produce at a personal level than failing to meet an 

organisational measure.  At the more senior level, dismissals are often related to a failure of 

the relationship with the minister, and no case is known where failure to meet organisational 

targets were raised as an issue.  This is in contrast to the private sector, where such failures to 

meet targets can end careers.  More pertinent, perhaps, is the desire of senior officials to avoid 

attracting unwanted criticism.  Feedback from chief executives or ministers is private, but we 
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can consider, as in the following case study, unwanted attention in Parliament or in 

parliamentary committees. 

Case study:  Review of performance measures in parliamentary committees 

Inquiries held by parliamentary committees in 2016 that touched on performance of the nine 

case study agencies were reviewed.  Examination of the records of these committee gave the 

following summary results: 

Australian Taxation Office:  The relevant committee (Senate Economics Legislation 

Committee) did not discuss performance measures or performance reporting, either in its 

review of estimates (review of the budget contents) or in its report on annual reports. 

Department of Finance: The review of the annual report by the Senate Finance and Public 

Administration Committee noted that 39 out of 46 KPIs were met, but it did not otherwise 

review KPIs.  When reviewing estimates, this committee did discuss one KPI, relating to 

parliamentary entitlements, drawing an explanation of the lower performance by the officer. 

Australian Communications and Media Authority:  The Senate Environment and 

Communications committee did not even mention the ACMA annual report in its review of a 

range of annual reports.   In its additional estimates hearing of October 2016, which came close 

on the publication of ACMA’s annual report, the committee had several questions and 

comments about ACMA’s performance and policy, but none based on published performance 

measures. 

NSW Health: The NSW Legislative Council General Purpose Standing Committee No. 3 did 

extensively review the performance of NSW Health, but it was mostly related to controversies 

such as one underperforming hospital and unexpected deaths, rather than formal performance 

measures.  Potential penalties for the underperforming hospital were discussed, such as outside 

auditing.  Questions were also raised about performance in areas that are addressed by 

performance measures – namely, obesity and Aboriginal life expectancy – but without 

reference to the relevant performance measures. 

NSW Treasury:  None of the 2016 discussion by the relevant parliamentary committee, the 

NSW Legislative Council General Purpose Standing Committee No. 1, referred to performance 

measures.   

NSW Independent Liquor and Gaming Authority:  In 2016, the NSW Legislative Council 

General Purpose Standing Committee No. 4 discussed topics such as number of poker 
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machines, extent of losses and number of liquor outlets (issues for which the budget 

performance measures are relevant), but there was no discussion based on the performance 

measures themselves. 

ACT Health:  In the review of the 2015 annual report by the Standing Committee on Health, 

Ageing and Community Services, there was significant questioning about performance in areas 

such as waiting time for emergency departments (response: explanations of reasons and a 

recognition that there is work to be done); breast screening (response: problems with a new 

system); immunisation (in the context of good performance against the measures and 

improving it further); and access to aged care assessment (good result but questioning on the 

definition of the measure). 

ACT Treasury:  In the review of the 2015 annual report by the Public Accounts Committee 

there was some questioning about performance in areas covered by performance measures, 

namely: Maintaining AAA rating, debt recovery, and reasons for setting targets of amount per 

inspector. 

ACT Gambling and Racing Commission: The report on annual reports by the Public 

Accounts Committee referred to policy areas for which there were performance measures, such 

as numbers of poker machines and casino issues, but the discussion did not relate to the 

performance measures. 

In summary, performance measures were raised for only a few organisations where, and the 

matters were mostly in areas that involved service delivery, such as health departments, where 

the nature of the performance is easier to understand and the agency produces more 

information.  Even in these cases, questioning often did not refer to the measures themselves.  

From this sample, therefore, it is deduced that the existence of performance measures does not 

provide any substantial threat of adverse consequences for officials.  However, recorded 

minutes do not reflect the ‘preparation effect’.  Senior officers who are called before such 

committees can spend significant effort to prepare themselves for any line of potential 

questioning.  Through this indirect effect, there is an incentive to achieve the target 

performance and therefore not have to prepare detailed explanations of why results were not 

achieved.  However, the strength and efficacy of this incentive is unknown. 
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Performance Information for improvement 

This leaves the final possibility for the effective use of performance information: improvement.  

In this case, performance information is not used to hold managers to account but is simply 

available to managers to help them make better decisions. 

As noted in the summary of annual reports above, many of the responses to recorded 

performance being less than ideal referred to actions being taken to address the lack.  In these 

circumstances, one might expect that where performance was identified as deficient, it would 

be more likely than not that it would improve.  However, the quantitative analysis reported 

earlier in this chapter found that, with some exceptions such as NSW Health and ACT Health, 

there was not a significant level of improvement.   

The interviews did not reveal much confidence that performance information was leading to 

improvement.  Thirteen individuals made more than 54 comments in the general area of use of 

performance measures (the figure of 54 excludes repetitions and the provision of additional 

instances that make the same point).  The bulk of these references was to descriptions of the 

way performance measures were used, for example accountability and reporting, 

benchmarking, performance monitoring, decision-making and improvement.  Each of these 

can, of course, lead indirectly to improvement, but this was not claimed by the interviewees in 

these instances.  Of the 14 comments that touched on the topic of improvement, nine were of 

the type that expressed hope that performance measurement would lead to improvement, for 

example: 

… the data to be used at the local level to hopefully start driving some improvement in 

services [OO]. 

Ideally, they can be of use in the management of performance, but how much they are 

used is patchy [FF]. 

… how do we measure that, and what do we do with that data once we've got it is the big 

challenge [AA]. 

Two comments specifically expressed doubt about any impact on performance, for example: 

I don't think they’re used for improvement options [LL]. 

If they become too transparent and too open, then I don’t think that you're going to get 

the real full and open discourse [QQ]. 
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Three comments were more positive, but even these were only to the effect that performance 

measurement had led to an intervention, without making a claim for a verified improvement in 

performance. 

Measures can help with advising ministers on what are the pain points where there can 

be cost-effective action taken to address them.  …  The program also provided expert 

facilitators, who take ‘deep dives’ into patient flows, and identify bottle necks in the 

system [MM]. 

Locally the hospital managers do look at that information to make sure that people are in 

for the appropriate length of time [II]. 

There is a significant difference between service delivery and policy bodies, in that all three 

positive comments were from service delivery bodies, and both the negative comments were 

from policy bodies. 

A further complication in using performance information for improvement is that some issues 

are cross-agency; with performance measures being at agency level, it is even more difficult 

for them to contribute to improvement.  Some comments from interviewees: 

Currently, information’s pretty poor in [budgets] and annual reports about that.  There’s 

inconsistent information across agencies working towards a similar goal [QQ]. 

Reducing homelessness is a strategic objective. It is not dependent on one particular 

measure.  Also, it’s not dependent only on the ACT government measures; the 

Commonwealth has to do something [KK]. 

Case study – Department of Finance 

This case study explores whether the quality of performance measures in itself helps to improve 

performance.  There is a limitation in seeking to address this issue, as measuring performance 

improvement requires a good performance measure in the first place.   One approach might be 

to consider whether instituting a better performance measure at a point in time has had a 

delayed effect on improving performance; if there is the sudden imposition of measurement, 

the test is whether performance improves subsequently.  Further complications arise in trying 

to disentangle what is going on in the organisation as a whole from the impact of the quality of 

performance measures.  For example, the health departments studied have a strong focus on 

quantification.  There are also significant public policy issues that are going to be stronger 

drivers of performance than the quality of performance measures.  A different problem arises 

where there has been effectively no change at all in performance measures and those measures 

have remained opaque.  For these instances, found in some of the regulatory bodies studied, 

there is little that can be concluded.    
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The model for the impact of performance measures is that high-quality performance measures 

are more likely to be used, either for process improvement, for accountability or for making 

better decisions between alternatives.  The Finance case study is instructive as it offers the 

opportunity to consider the effect of both longitudinal changes and variations across the 

organisation.  Working within a single organisation also reduces (although it is recognised it 

does not eliminate) variations due to culture and leadership. 

In Finance, there are three main programs.  The first two are related to traditional policy advice 

related to financial management, with the difficulties in framing performance measures that are 

inherent in such tasks. Performance measures are mostly qualitative but are nevertheless 

assessed in annual reports as met or not met.  The third program relates to providing services 

to parliamentarians.  These services are more measurable and also have an activist constituency 

who are interested and vocal about the quality of these services.  Within the main policy 

advising areas, there are some elements that are measurable, for example, the variation between 

the budget forecast and the budget outcome.  However, most are not.  The hypothesis is that, 

in a program that mostly does not have high-quality quantitative measures, there will be less 

focus on improving because the attitude towards measurability will be compromised.  The 

results, however, did not confirm this hypothesis, with improvements as likely to come from 

qualitative as quantitative indicators, and with the extent of improvements not being 

concentrated in programs with more measurable indicators, as indicated in Table 8.5 below.  In 

this table, results for Finance are subdivided according to the program.  The number of 

measures refers to performance measures that were used at any time during the period under 

review, while the number of improvements and number of declines considered all transitions 

from year to year for all indicators.  The table does not present the number of cases where the 

result was unchanged; this was the most common result, especially for qualitative indicators 

where the result of satisfactory often continued from year to year.  
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Table 8.5 Improvements in Department of Finance performance measures by program and by 
type of indicator. 

 Program One Program Two Program Three 

Qualitative indicators 32 19   6 

Quantitative indicators 15 21 11 

 % Quantitative 32 53 65 

Improvements   9   9   2 

Declines   6 10   3 

% Improvements 60 47 40 

Quantitative only:    

Improvements   7   7   2 

Declines   5   9   3 

% Improvements 58 44 40 

Conclusion 

This chapter has analysed the quantitative data to search for impacts of performance 

measurement results on performance but little impact on performance was observed.  This was 

supplemented with more detailed case studies of selected organisations, but the same negative 

result was reached.  The approaches outlined in this chapter rely on available instances and so 

do not amount to a comprehensive analysis.  However, the failure to find evidence that 

performance measurement improves performance, despite looking for such evidence in likely 

places, gives further support to the view that performance measurement, at least in government, 

does not lead to improvement. 

This nil result can be explained by noting that potential mechanisms for influencing 

performance discussed at the start of the chapter are not operative.  There was no instance of 

an organisation in a competitive environment, so rewards based on success were not applicable.  

In a set of case studies of service delivery agencies (which are more likely to be performance 

oriented) there was no evidence found for the alternative mechanism of additional funding to 

address failure to achieve performance targets.  There was also no evidence for explicit rewards 

(or punishment) to individuals based on performance measurement results, and only one 

instance of invigilation of officials by a parliamentary committee based on performance 

measurement results.  The possibility of the use of performance information for learning cannot 

be discounted, but there was no indication that this was a common mechanism.  
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Chapter 9  Conclusions 

Knowledge is power                                                                                 Francis Bacon 

Context and theory 

In the field of performance measurement, it is important to be aware of the context.  Key factors 

here are the characteristics of the organisation such as size, technology and culture, as well as 

characteristics of the jurisdiction, such as the nature of rules, legislated or informal, and the 

extent of review of the performance measurement and reporting function.  The purpose of 

performance measurement can also have an impact, although this is often not defined clearly.  

In some cases, the purpose of having performance measures was simply to demonstrate 

conformance with rules; this is obviously related to lower use and effectiveness of performance 

measurement.  Even the history of the development of the public sector and the jurisdiction as 

a whole can have an indirect influence on the development of performance measurement as an 

administrative technique. 

The review of the literature showed that, despite the large number of works in this area, there 

were some gaps.  Also, there were significant areas in which there was a lack of consensus.  

For example, many works took it for granted that performance measurement, provided it was 

properly implemented, would lead to improvements in organisational effectiveness.  Others 

were dismissive of performance measurement as a whole, claiming that it was incapable of 

measuring the essence of public administration and was inevitably subject to distortion and 

hence would mislead public managers.  Many, however, took a middle way – also adopted by 

this writer – that performance measurement is a difficult process that can be poorly 

implemented or inappropriately used but can, within constraints and in some conditions, be 

useful in improving performance and accountability.  No works were found that quantified the 

likely cost imposition of a performance measurement regime, and only a few even referred to 

the cost-effectiveness of performance measurement itself as an issue. 

Few works studied how performance measures change over time; although there is some 

discussion of issues that might be expected with respect to different types of organisation, there 

is little empirical assessment of such variations.  There is extensive discussion of what makes 

for high-quality indicators but the conclusions are not consistent, leading to uncertainty in how 

to assess the quality of a performance measure.  Although it is recognised that the successful 

implementation of performance measurement is a difficult process, and there is an 



  202 

accumulation of advice on how to perform such implementation, there is little empirical 

evidence to back up such advice. This thesis has sought to at least partially address these gaps. 

The field of performance measurement has been described as ‘theory-light’, and no overarching 

theory has been established that helps to understand what works and what does not in 

performance measurement.  Nevertheless, several theories help to illuminate performance 

measurement from different perspectives, including program logic, motivation theories, 

governance theories, principal–agent theory and institutional theories.  For example, 

governance theories and principal-agent theory are the foundation of the ambition that 

performance measurement can be a process that helps organisations to achieve their objectives, 

expressed in the phrase ‘what gets measured get managed’.  Program logic indicates that the 

path to achieving objectives is often complex, and it is sometimes necessary to use substitute 

measures based on inputs, process or outputs rather than focusing on outcomes.  But all of this 

is driven by people and consideration of motivation theories adds another layer of complexity: 

the personal ambitions and preferences of officials and other stakeholders, which can modify 

the mechanistic approach to setting performance measures implied above.  Further complexity 

is added because institutions themselves have histories, patterns and processes into which any 

endeavour such as performance measurement has to fit. 

These diverse theories have one element in common: they propose mechanisms by which 

forces affect how performance measures are implemented and used. These mechanisms operate 

at different levels; there are organisational effects, environmental influences and individual 

motivations.  Some forces lead to more effective use of performance information, while others 

are deleterious.  The combination of these two features means that the overall behaviour of a 

performance measurement system is hard to predict, but systems thinking provides a 

framework to help understand how these forces interact and combine.  Individual decision-

makers and the bodies they represent will make decisions that are influenced by these forces, 

and such decisions do not necessarily lead to the better functioning of a performance 

measurement system.  The behaviour of the performance measurement system is therefore 

affected by the same factors influencing the strength of the forces, such as technologies, 

organisational type, jurisdictional influences and personal incentives.  

Summary of research findings 

This work has added some new knowledge and confirmed other previous findings in a new 

setting.  Few previous works had focused on dynamics, while this thesis examines in detail the 
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way in which performance measures varied over the period of seven years, but found there was 

no consistent pattern in these changes; the fact there was not improvement in quality despite 

additional measures by government was an unexpected finding.  Many previous works had put 

forward criteria for good performance measurement; this thesis analysed several of these to put 

forward a succinct set of criteria together with a rubric for assessing performance measurement 

quality.  Although other works had considered multiple case studies, this thesis used a sampling 

frame designed to allow comparisons across jurisdictions and organisation types; it found that 

jurisdictional policies do influence the quality of performance measures in the expected 

directions, and discerned differences in quality of performance measurement between 

organisational types that, while expected, had not been explicitly demonstrated before.   

This research added to the store of works that have found no impact of performance 

measurement on performance; in this case using a quantitative analysis of performance over 

the years together with qualitative information from respondents.  The thesis also considered 

in detail the possible causes of performance measurement quality, leading to conclusions that 

forces external to the organisation itself are more likely to induce higher quality. 

The following paragraphs provide a more comprehensive summary of findings, organised 

against the research questions defined in Chapter 5. 

Variation in quality of measures 

The empirical work to assess variation in the quality of measures was based on an examination 

of three organisations – representing policy, regulatory and service delivery functions – in each 

of three jurisdictions under examination: the Commonwealth of Australia, the state of New 

South Wales (NSW) and the Australian Capital Territory (ACT).  Based on examination of 

budget documents and annual reports, a total of 554 distinct measures were identified across 

the nine organisations.  Over the seven–year period, there were 1989 instances of measurement, 

and these were assessed for whether the performance had met the criterion (if any) set for it.  

This work was supplemented by qualitative analysis of a series of interviews conducted with 

performance measurement practitioners in four of the organisations, as well as review of 

published guidance, policy documents, discussions in parliament and auditor-general reports 

related to performance measurement. 

Analysis of detailed results for performance measure quality over seven years for the nine 

organisations showed that there were few distinct trends.  Overall, the quality of performance 

measures was not of high quality and did not improve to a measurable degree during the time 
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period studied.  There were, however, significant differences in quality of measures between 

jurisdictions and between organisational types.  Commonwealth bodies had more relevant 

measures, and they provided a more complete description of the programs; but at the expense 

of not being as well defined as for ACT and NSW bodies.  Service delivery agency measures 

scored highest across all three indicators of quality.   

There were some interesting trends.  When clarity of measures improved, the relevance and 

completeness of the measures often declined, and vice–versa.  The propensity to change 

performance measures from year to year was not related to quality at the start of the period – it 

had been expected that if quality was low there would be a tendency to reform the measures, 

leading to a greater rate of change.  The rate of change was, however, influenced by jurisdiction, 

with the ACT being the most stable and the Commonwealth most likely to change. The effect 

of the external auditing function in the ACT making organisations reluctant to change a 

performance indicator previously assessed as valid appeared to be a significant factor in this 

conservative tendency. 

Factors that cause performance measure quality to vary 

Overall, the quality of performance measures was lower than expected and failed to improve 

consistently over the period examined.  This quality did vary between organisations and 

jurisdictions and the reasons for this are explored below.  However, there were factors that 

applied across all cases.  The main ones are the lack of any consequence to organisations or 

individuals for having poor measures and indeed some incentives for keeping measures vague; 

and allied to that, the lack, in most cases, of interest in performance measurement by politicians, 

the media and the public.  By contrast, factors that are often considered important, such as 

resources, a legislative remit and the availability of guidance, were present but were not 

sufficient to inculcate a strong performance measurement regime.     

One of the main factors that drove variations in performance measurement quality was the 

nature of the organisation, where service delivery organisations performed better than the 

others.  It is suggested, with some support from the qualitative data, that this is due to these 

organisations tending to be more quantitative in nature, because of the volume of transactions 

they have to deal with on a regular basis.  This showed itself in the differing extent to which 

qualitative performance measures, intrinsically more difficult to compare and track, were used.  

The other major contributor was the extent of external review, in most cases by the relevant 

audit office.  Such external drivers are, as hypothesised, more significant than internal ones 
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such as resources provided to the performance measurement function and the quality of internal 

guidance, partly because the need to meet external benchmarks is a significant driver of 

resources and attitudes towards performance measurement.  

Some factors were surprisingly absent.  The degree of consistency between internal and 

external measures was not a factor; this may be due to internal performance measures being 

directed more towards performance improvement and external ones being directed more 

towards accountability.  Strangely enough, the number of performance measures did not 

influence significantly the extent to which the measures comprehensively covered the 

organisational objectives.  This indicates that only a small number of measures are necessary 

to describe a program and that in some cases an excess number were used. 

The nature of these influences can be interpreted using a systems approach.  It was concluded 

that performance measurement systems are best characterised as consisting of three nested 

systems.  The first is the performance measurement subsystem: that subset of the organisation 

that provides the structure for performance measurement, defines the measures, collects 

information and reports those measures both internally and externally.  The next largest system 

is the organisation itself.  Finally the jurisdiction in which the organisation operates, including 

political and civil agents, constitutes the third and largest system influencing performance 

measures.  Analysis of this nested system helped to understand the forces that influence the 

behaviour of performance measurement systems, leading to support for the proposition that 

external forces to the organisation are likely to be more significant than those from within the 

organisation, and especially so for the performance measurement subsystem.  

Impact of performance measurement on performance 

The analysis indicated performance measurement had very little impact of on performance.  

Some measures were so poorly constructed, and some targets so easy to meet, that no impact 

on organisational performance would be expected.   What was not expected was that, on the 

occasions where targets were not met, there was little response, in the form of improved 

performance in the subsequent year, in most cases.  There was little commentary in annual 

reports about the need to take action to address performance measures that were not met and 

performance in the following year was more likely to not improve than improve.  In addition, 

commentary in budget documents about changes to funding very rarely referred to the influence 

of performance measurement results; there were some exceptions, but only among some of the 

service delivery organisations.  These quantitative results were supported by the information 
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provided in the interviews conducted.  Although some, especially those in service delivery 

organisations, considered performance measures to be able to provide relevant information and 

occasionally drive action, there was no evidence provided of actual improvement that could be 

directly tied to the conduct of performance measurement.  For policy organisations, there was 

much more doubt on the usefulness of performance indicators for any purpose. 

Assessment of the quality of performance measures 

In order to address the variation in the quality of performance measures in selected government 

entities in Australian jurisdictions with jurisdiction, type of organisation, and time, it was first 

necessary to determine how the quality of performance measures should be described and 

assessed.  A review of the literature together with an analysis from first principles derived four 

fundamental characteristics that could be used to assess the quality of performance measures: 

relevance, clarity, accuracy and completeness.  However, accuracy could not be assessed from 

public documents – it would require a full analysis of how the performance measure results 

were calculated – so the assessment of quality was based on the other three characteristics.  The 

research also established a set of rubrics for the consistent assessment of quality on a four-point 

scale, which facilitated the analysis.   

The nature of performance measurement systems 

The concept of performance measurement systems has been used throughout this thesis to 

support other analyses.  It has been important, therefore, to describe and analyse how 

performance measurement systems are constituted and how they work.  Based mostly on the 

literature, the thesis defined a performance measurement system as consisting of the activities, 

resources and interactions that together define, collect data on, analyse and report on 

performance measures.  Primary characteristics of the system include ownership, environment, 

nature of independent review and resulting quality of the performance measures themselves.   

A related issue was to enumerate and describe the forces that affect performance measurement, 

of which three categories were established: those related to the performance sub-system within 

organisations, those that apply to the organisation as a whole and external forces affecting the 

organisation.  Potential success factors for performance measurement, and analyses of the 

dynamics of performance measurement, were also isolated from the literature, and were tested 

by the empirical results. 
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Consequences 

The big drivers to improving performance measures are the type of organisation, which cannot 

be changed, and the level of external review, which can.  This has obvious ramifications for 

improvement.  It is better to review and report on quality of measures than it is to support and 

resource them – once there is an incentive for better quality measures, resourcing will be found. 

In other words, ‘what gets measured gets managed’ applies to the discipline of performance 

measurement itself.  The main source of review has been audit offices, but there is scope for 

other players external to organisations to have an increased influence.  These include those 

bodies that set policy and provide guidance on performance measurement (normally 

departments of finance); public sector leadership groups such as departments of the prime 

minister or premier; the media; and arms of the legislature such as parliamentary committees.  

However, in a contested political arena, it is hard to get attention for the mundane field of 

performance measurement.  This puts more responsibility on the reviewing organisations, as 

their findings can be amplified through parliamentary and press interest. 

Although this thesis suggests that fundamental change is best driven at the jurisdictional level, 

the findings indicate that there are steps that management within organisations can carry out.  

For example, an independent review of the quality of performance measures is, by analogy 

with the impact of external review, likely to be beneficial; this could be incorporated within 

other governance mechanisms such as the audit committee or the financial management 

function.  In a similar vein, a centralised function to assist line areas to development and revise 

their performance measures may help to improve the quality of measures.     

Both the literature survey of Chapter 3 and the empirical results of this study have shown that 

organisations of different types are likely to behave differently with respect to the effectiveness 

of performance measurement.  For example, it is quite difficult to have outcome-related 

performance measures for organisations whose primary purpose is policy delivery.  This means 

there are opportunities for improving performance measurement by providing for more flexible 

application of guidance depending on the nature of the organisation. Such flexible 

interpretation could be difficult to achieve as it is normally the case that legislation and 

guidelines apply uniformly to all organisations in the jurisdiction.  Another approach to this 

conundrum is to seek to adjust the current accountability-focused regime by explicitly 

involving professionals in the selection of lower level goals and performance measures in order 

to facilitate institutional learning (Jakobsen et al., 2018).  In the case studies reviewed, this is 
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happening in a de facto way as principals rely on experts to advise them on measures and 

targets, and there are few incentives for achieving the targets; but there is apparently little 

learning occurring. 

The lack of influence of performance measurement quality, or even results, on organisational 

performance might be addressed through policy interventions.  These might include 

governments adopting a process of requiring good measures with targets before funding is 

approved or continued, and requiring more complete and public reporting of instances where 

performance targets are not met. 

Areas for additional research 

This study has been carried out on a limited number of organisations in one country.  It did not 

include an investigation of the internal workings of the organisations involved; instead it relied 

on public data together with interviews with a limited number of staff in one year.  These 

limitations indicate the directions in which further research might be conducted.  The results 

concerning failure of performance measurement regimes to improve the quality of measures 

over time, let alone improve performance, are concerning and need to be tested in more 

jurisdictions, especially non-Australian ones, in order to explore whether results in other 

contexts are different. There could also be an extension of the sample to more organisations 

and more jurisdictions to test whether the conclusions derived here apply to a wider group.  In 

particular, because the jurisdictions selected covered a limited range of scores on the 

dimensions of external guidance and external review, research in additional jurisdictions may 

help to isolate the relative importance of these factors. In addition, this research has developed 

a rubric to assess the quality of performance measures, but this has not been used elsewhere, 

so there is the opportunity for other researchers to test it more thoroughly and possibly refine 

the rubric.   

The qualitative data in this case came from interviews conducted at a single point of time in 

each organisation.  A further research project that attempted to study a single organisation in 

more detail as it developed over several years, with repeated interviews over that period 

together with a longitudinal review of other influences such as parliamentary interest, would 

help to further explore the dynamics of how performance measurement develops in an 

organisation.  Such work would also allow the more detailed exploration of intrinsic 

characteristics that are hard to discern from external research, such as the extent to which 

performance measures are used for organisational learning and day-to-day decision-making.   
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Intensive work within organisations would also enable study of trends in accuracy of 

performance measures, a characteristic that could not be assessed in this study. 

This work mentioned briefly but did not focus on, the connection between organisational and 

individual performance assessment; this deserves more attention.  Similarly, it would be 

interesting to examine in more detail an issue only mentioned here, namely the connection with 

strategic planning.   

Conclusion 

This examination of the dynamics of performance measures in Australian government 

organisations has shown results that were unexpected at the start of the research project but can 

be explained with reference to the theoretical background.  The empirical work demonstrated 

that, despite a clear legislative and policy remit to measure the performance of government 

activities in each of the jurisdictions studied, the conduct of performance measurement has 

been patchy at best, and in many cases not effective in facilitating the accurate and relevant 

reporting of performance to stakeholders.  Many key institutions, including finance 

departments, audit offices and parliamentary bodies are seeking to improve performance 

measurement.  However, no evidence was found that performance measurement improves 

performance, and the quality of performance measures did not improve in any consistent way 

over the seven years studied.  Nevertheless, there were areas where the quality of the 

performance measurement system was better, such as organisations providing service delivery 

and jurisdictions where there was robust external review of the quality of performance 

measures;  and ongoing attempts to improve may yield improvement in the future. 
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Appendix A  Assessing the quality of performance measures 

Assessing the quality of performance measures is particularly problematic for government 

programs.  Firstly, there are no widely recognised standards for reporting performance (Mayne 

2007), such as those from the accounting profession, that provide some rigour to financial 

measures.  Secondly, the measures have a broad range of purposes, including accountability, 

control, performance improvement and decision-making between alternatives as well as 

symbolic or perverse purposes.  Most importantly, perhaps, is the vast variety of dimensions 

that are subject to measurement:  not just financial results but also those that measure 

educational attainment, health of the population, environmental outcomes, justice, social 

security and many other fields.  A correspondingly extensive range of performance measures 

is required to assist with the assessment and management of these programs and it is difficult 

to set standards that encompass this range of measures. 

There is no consensus in the literature on how to define performance measurement quality.  

Some definitions are implied in works designed to give practical guidance on the generation of 

performance measures, and some sources identify sets of characteristics that were considered 

to capture the desirable qualities of performance measures.  However, such sets, of which the 

SMART criteria are probably the most famous, are not mutually consistent and need to be 

assessed for their appropriateness and usefulness.  

The objective of this appendix is to derive, using both an inductive approach based on guidance 

in the literature and a deductive approach based on the purposes of performance measurement 

in government, a suitable set of criteria for the assessment of performance measures. 

Method 

A two-fold approach is taken to developing a set of criteria to assess performance 

measurement: bottom-up and top-down.  Firstly, a number of rubrics proposed in the literature 

are assembled; by comparing the elements of these rubrics, a ‘long list’ of desirable 

characteristics is formed. The frequency with which these characteristics are mentioned in the 

various rubrics is then considered; if a characteristic is more common, then it may be more 

useful.  A challenge is the flexibility of the English language, as sometimes the same concept 

is described using different terms, and sometimes the same word can mean different things 

depending on the context.  The analysis seeks to solve these challenges and provide consistent 

terminology. 
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Secondly, a top-down or first-principles approach is used.  This requires identification of 

overall objectives of performance measures, and then deducing the characteristics needed to 

achieve these objectives.  Finally, the two approaches are brought together to identify a set of 

desirable characteristics for performance measures intended to enhance the accountability of 

government agencies.  

Criteria for assessing performance measures 

Several sets of criteria for performance measures have been put forward, all of which intend to 

encapsulate what makes a good measure.  In using these criteria, it is important to recognise 

that, especially in a complex endeavour such as government, it is almost impossible for a 

performance measure to meet every criterion.  Instead, the overall set of criteria should be used 

as a guide to make a judgement on whether any particular performance measure is of acceptable 

quality. 

The discussion starts with one of the oldest and most popular set of criteria, SMART, derived 

from the private sector.  This is followed by some other private sector criteria, then criteria 

from overseas public sector writers – an academic, some international development 

organisations and a UK publication.  The coverage concludes with indicators proposed by 

Australian governments.  

SMART 

One of the more popular lists is labelled with the acronym SMART.  Being such a popular 

term, its use has widened since the rubric was created in 1981 (Doran, 1981).  There are now 

several different interpretations as to which specific criteria should be attached to each of the 

letters of the acronym. 

A common interpretation is that SMART should apply to goals rather than performance 

measures as such, and that the SMART goals are rather better applied to personnel performance 

than organisational performance.  Nevertheless, they are often used for organisational 

performance measures. 

Some of the many alternative descriptors for the SMART acronym are listed in Table A.1.  In 

particular, the original 1981 article used ‘assignable’ and ‘realistic’ instead of ‘achievable’ and 

‘relevant’. 
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Table A.1  Alternative meanings for terms in the SMART criteria 

Letter Most common 

meaning 

Alternative meanings 

S Specific Significant, stretching, simple, sustainable 

M Measurable Motivational, manageable, meaningful 

A Achievable Appropriate, agreed, assignable, attainable, actionable, action-oriented, 

adjustable, ambitious, aligned with corporate goals, aspirational, 

acceptable, aggressive 

R Relevant Results-based, results-oriented, resourced, resonant, realistic, reasonable 

T Time-bound Time-oriented, time-framed, timed, time-based, timeboxed, time-

specific, timetabled, time limited, time/cost limited, trackable, tangible, 

timely, time-sensitive, timeframe 

Source:  Wikipedia (article last modified on 26 November 2014) 

It is necessary to determine which ‘SMART’ we are talking about in this thesis.  The author’s 

perception is that a reasonably common interpretation is the following: 

Specific: the performance measure is focused on measuring one thing. 

Measurable: the measure is either a specific number that can be measured, or at least a 

verbal description that is testable. 

Achievable: targets should be achievable, but also stretching.  

Relevant: performing well against the measure should contribute materially to the overall 

objectives of the organisation. 

Time-bound: the measure specifies the period over which the performance will be 

achieved. 

In this list, the criterion ‘achievable’ relates more to target-setting than definition of measures. 

Ten Tests 

The ‘Ten Tests’ (Kennerly & Neely, 2003) examine whether a measure is fit for purpose.  This 

depends on the organisational purpose, so that a measure may be fit for one purpose and not 

another.  

The ten tests are set out in Table A.2 below: 
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Table A.2.  Kennerley and Neely’s ‘Ten tests’ 

 1. Truth test   Is it measuring what it’s meant to? 

2. Focus test   Is it only measuring what it’s meant to? 

3. Relevance test   Is it definitely the right measure? 

4. Consistency test   Is it consistent whenever or whoever measures? 

5. Access test   Can the data be readily communicated and easy to understand? 

6. Clarity test   Is any ambiguity possible in interpreting the results? 

7. So what test   Can and will the data be acted upon? 

8. Timeliness test   Can the data be analysed soon enough so action can be taken? 

9. Cost test   Is it going to be worth the cost of collecting and analysing? 

10. Gaming test   Will the measure encourage any undesirable behaviours? 

Source: (Kennerly & Neely, 2003) 

Frost 

A textbook aimed at the private sector (Frost, 2000) advised that performance measures should 

be: 

• relevant and crucial for success – developed from critical success factors, and with a link 

to what is necessary for success 

• actionable to users – uses have a direct line of sight from their actions to the measures of 

success. 

• comparable –benchmarks are needed to gauge success 

• encouraging of right actions – reporting of results should encourage the right behaviours 

and decisions 

• technically correct – valid (measuring what they are supposed to), reliable (not influenced 

by random factors) and make proper use of statistical procedures 

• clear, graphic reporting – easily understood, with good use of graphics 

• cost effective – cost of the measures is less than their value.  

Merchant and Van der Stede 

Merchant and Van der Stede (2012, pp. 36-39), writing in a private sector context, set out 

criteria for control-related performance measures:  

• desirability – linked to the organisation’s objectives 

• controllability – employees can affect the results 
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• measurability  

• precision (from the discussion it seems the authors wanted to include accuracy) 

• objectivity (unbiased) 

• timeliness 

• understandability (including what must be done to improve the performance) 

• cost efficiency (of the measure). 

All of these criteria are already included in the other lists, indicating that this search for criteria 

is reaching saturation. Accordingly, this list is not included in the summary at Table A.7. 

Poister 

Poister’s textbook providing advice to the government sector (Poister, 2003) proposed the 

following criteria: 

• reliability:  defined in terms of objectivity, precision and dependability or consistency 

• validity: defined as appropriateness, the extent to which the indicator is directly related 

to and representative of the performance dimension of interest 

• meaningful and understandable: related to mission, goals and intended results, and 

important to managers and other stakeholders 

• balanced and comprehensive: including (if appropriate) outcome, output and service 

quality measures; and more importantly, balanced across the various goals 

• clear preferred direction of movement – so it is unambiguous whether an increase or 

decrease in the measure is preferable 

• timely and actionable: data available in time for relevant decisions; and related to 

something that can be addressed 

• resistance to goal displacement: i.e. where managers focus on the stated goal rather than 

underlying objectives.  

• cost-effective performance measures: avoiding where possible special purpose surveys, 

inspections and evaluations, and generally bearing in mind the cost-effectiveness balance 

of the information collected. 
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All of these criteria were covered on multiple occasions by other sources, so this source was 

not included in Table A.7 below 

United States Agency for International Development  

The first of several sets of indicators relating to assessing development assistance is that of the 

United States Agency for International Development (USAID): 

• direct: clearly measures a result  

• objective: unambiguous about data source and data collection methodology  

• useful for management: meaningful for adaptive management  

• attributable: clearly associated with USAID interventions  

• practical: data is collected economically, and in a timely manner  

• adequate: the indicator should be sufficient to measure a clear result  

• disaggregated: data should be disaggregated to provide more than one result dimension 

(United States Agency for International Development, 2010). 

Global Affairs Canada   

The Canadian body administering development assistance released a guide to results-based 

management that contained criteria for ‘strong performance measures’ (Global Affairs Canada, 

2009): 

• validity: does the performance indicator actually measure the result?  

• reliability: is the performance indicator a consistent measure over time?  

• sensitivity: when the result changes, will the performance indicator be sensitive to those 

changes?  

• simplicity: how easy will it be to collect and analyse the data?  

• utility: will the information be useful for investment management (decision making, 

learning, and adjustment)?  

• affordability: can the program/investment afford to collect the information?  

Adaptation Fund 

The Adaptation Fund is a non-government organisation (NGO) focused on helping developing 

nations adapt to climate change.  Its check list for assessing climate change adaptation projects 
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is set out in Table A.3 below.  However, this checklist is similar to others in this appendix, in 

particular the Global Affairs Canada, and so is not included in the summary in table A.7. 

Table A.3  Performance measure criteria from the Adaptation Fund 

Valid  Does the indicator measure the result?  

Precise  Do stakeholders agree on exactly what the indicator measures?  

Practical, affordable, 

simple  

Is information actually available at reasonable cost? Will it be easy to collect 

and analyse?  

Reliable  Is it a consistent measure over time?  

Sensitive  When the result changes, will the indicator be sensitive to those changes?  

Clear  Are we sure whether an increase is good or bad?  

Useful  Will the information be useful for decision-making, accountability and learning?  

Owned  Do stakeholders agree this indicator makes sense to use?  

Source:  Adaptation Fund, 2011. ‘Results Framework and Baseline Guidance: Project-Level.’ 

Washington, DC. 

CREAM 

An NGO team known as Climate-Eval describes additional sets of criteria: CREAM (clear, 

relevant, economic, adequate, monitorable) and SPICED (subjective, participatory, interpreted, 

cross-checked, empowering, diverse) (Climate-Eval Community of Practice, 2015).  The 

authors state that CREAM attributes are more appropriate to project monitoring, and that 

SPICED is more focused on using performance indicators to incite change. 

The latter checklist, which focuses on the perceptions of stakeholders and achieving social 

change, has little relevance to governments seeking to assess performance of agencies.  It is 

included to illustrate that when the objectives of performance measurement differ, so do the 

desired characteristics of the measures. 

Table A.4  Climate-Eval performance measurement criteria 

Clear  indicators should be precise 

Relevant: appropriate to the subject and evaluation 

Economic can be obtained at a reasonable cost  

Adequate the ability to provide sufficient information on performance 

Monitorable easily monitored, and amenable to independent validation  
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Subjective:  using insights from informants (beneficiaries/ stakeholders) 

Participatory:  indicators should be developed with stakeholders 

Interpreted:  easily interpreted to different stakeholders 

Cross-checked:  comparing indicators and using different stakeholders, methods to 

ensure validity 

Empowering:  the process should allow stakeholders to promote their own agency 

Diverse:  indicators should be different, from a range of groups and across 

genders 

FABRIC 

In 2000, several UK agencies jointly examined frameworks for performance measurement and 

performance measures themselves (HM Treasury, Cabinet Office, National Auidt Office, Audit 

Commission, & Office for National Statistics, 2010).  The acronym ‘FABRIC’ (focused, 

appropriate, balanced, robust, integrated, cost-effective) referred to their criteria for 

performance measurement systems, listed below in Table A.5. 

Table A.5 United Kingdom performance measurement system criteria 

Focused  on the organisation’s aims and objectives 

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

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

of work 

Robust  in order to withstand organisational changes or individuals leaving 

Integrated  into the organisation, being part of the business planning and management 

processes 

Cost-Effective balancing the benefits of the information against the costs 

Source: (HM Treasury et al., 2010) 

By system, the authors meant the process of producing and disseminating performance data, 

painting a complete picture of the organisation in a way that a single measure could not.  

However, many of these characteristics – namely, focused, appropriate, robust and cost-

effective – can be ascribed to individual performance measures; and balanced can be ascribed 

to the overall set of measures.  In addition, the document proposed criteria intended to apply 

specifically to the performance measures themselves, listed in Table A.6 below.  
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Table A.6  UK performance measures criteria 

Relevant  Relevant to what the organisation is aiming to achieve 

Avoid perverse 

incentives  

Able to avoid perverse incentives – not encourage unwanted or wasteful 

behaviour 

Attributable  

 

The activity measured must be capable of being influenced by actions which can 

be attributed to the organisation, and it should be clear where accountability lies 

Well defined  

 

With a clear, unambiguous definition so that data will be collected consistently, 

and the measure is easy to understand and use 

Timely  

 

Producing data frequently enough to track progress, and quickly enough for the 

data to still be useful 

Reliable  Accurate enough for its intended use and responsive to change 

Comparable  Comparable with either past periods or similar programs elsewhere 

Verifiable  

 

With clear documentation behind it, so that the processes which produce the 

measure can be validated 

 

Australian National Audit Office 

The Australian National Audit Office (ANAO) conducted some pilot studies of performance 

measurement in the Commonwealth government for which they used the following hierarchy 

of criteria (ANAO 2013). 

Individual KPIs 

Relevant KPIs contribute to conclusions that assist users’ decision-making. 

Focused: The KPI should address a significant aspect/s of the program objective. 

Understandable: The KPI should provide sufficient information in a clear and concise 

manner. 

Reliable:  KPIs allow for reasonably consistent assessment of a program. 

Measurable: The KPI should be quantified (allowing for results to show trends when 

measured over time). 

Free from bias: The KPI should be free from bias and, where possible, benchmarked 

against similar activities. 

Overall KPIs 

Complete: A set of KPIs that allow for the overall assessment of a program to inform users’ 

decision making. 
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Balanced: The set of KPIs should provide a balanced examination of the overall 

performance story, both quantitatively and qualitatively. 

Collective: The set of KPIs should be representative of the program objective. 

Department of Finance  

The Australian Department of Finance’s document on developing performance information is 

cautious about providing explicit guidance, instead emphasising issues such as defining the 

purpose for measurement, establishing clear organisational objectives and providing leadership 

(Department of Finance, 2015).  Nevertheless, it discussed the following principles for 

developing performance measures: 

• Focus on a small number of well targeted and defined performance measures rather than 

many loosely framed performance measures.. 

• The form and content of the performance measures should provide sufficient evidence to 

show whether the activity is achieving or satisfactorily progressing towards the 

achievement of the desired outcome.  

• The performance measures should be carefully worded to ensure that the results being 

monitored are specific enough to allow a meaningful discussion of performance. 

• The performance measures should drive behaviours that will deliver the desired 

outcomes of the activity. 

• A comprehensive and balanced set of performance measures should compare actual 

performance with expected results. 

ACT Audit Office 

The ACT Audit Office conducted a review of the criteria used for performance information by 

each of the Australian jurisdictions, and proposed a reduced set of criteria for performance 

indicators, summarised below (ACT Audit Office, 2018a): 

• focused: aligned with policies or with outputs, depending on the purpose of the indicator 

• clear 

• quantifiable 

• comparable 

• timely 
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Synthesis 

Table A.7 synthesizes the characteristics identified by the 10 main sources (of the 13 discussed 

in this appendix).  There are many more such lists in the literature, but it is contended that the 

13 lists reported here have achieved saturation; that is, after the first few, very few new 

characteristics were put forward. 

One of the problems in constructing Table 4A.7 was the inconsistent labels used for the various 

characteristics.  For example, the word ‘specific’ is sometimes used to mean that a performance 

measure is closely aligned to a single feature (i.e. that it is specific rather than general); on 

other occasions, it is used to mean that the measure is clearly defined, that is, well specified. 

The word ‘clear’ was also used in different contexts.   It was therefore necessary to read the 

detail of the definitions provided in order to derive the correct meaning of the label.  Another 

issue is that despite the care that authors presumably take before compiling lists, some criteria 

were poorly defined. 

The characteristics were divided into two groups.  The first and major one consists of 

characteristics that apply to the performance measures themselves.  The second category is 

more related to performance measurement systems than to the measures themselves.  For 

example, whether measures are used or acted on depends on the internal ethos and rules with 

the organisations as much as the nature of the measure itself.  Similarly, the cost of a measure 

depends not only on the definition of the measure but also on the data collection and analysis 

systems established by the organisation as well as the available skill and experience to collect 

and report on the measure.  Also, whether measures are retained (‘enduring’ in Table A.7), 

whether they are integrated with other management systems, and whether they are used for 

benchmarking purposes (‘comparable’) depends more on the organisation than the measure 

itself.  Criteria related to targets are also included here as they refer to generating incentives 

within organisations. 

This appendix focuses on characteristics of measures themselves, so characteristics of targets 

and of supporting organisational systems are not further discussed.  This is partly a practical 

issue, as published data on performance measures do not reveal whether they are used, how 

much they cost to produce, or how long they took to generate. 



  222 

Table A.7 Synthesis of criteria for performance measures 

 SMART Ten tests Poister USAID Canada CREAM FABRIC Finance ANAO ACT Audit 

Relevant  Relevant 3: relevant Meaning-

ful  

  Relevant Relevant 

Focused 

Relates to 

desired 

outcome 

Focused Focus 

Robust  10: Gaming Resistance 

to goal dis-

placement 

   Avoid 

perverse 

incentives 

 Free from 

bias 

 

Timely  8: Time-

liness 

Timely    Timely   Timeliness 

Complete   Balanced, 

compre-

hensive 

Adequate  Adequate Balanced Compre-

hensive, 

balanced,  

Balanced 

Collective 

 

Valid   Validity  Direct Validity      

Accurate  1: Truth Reliability  Sensitivity Clear Reliable    

Specific  Specific 2: focus     . Specific   

Measurable Measurable         Measurable Quantifiable 

Defined 

carefully 

Time-

based 

  Objective Precise 

meaning 

 Well-

defined  

 

   

Unam-

biguous 

 6: Clarity Clear 

directions 

 Clear 

direction 
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 SMART Ten tests Poister USAID Canada CREAM FABRIC Finance ANAO ACT Audit 

Under-

standable 

 5: Access   Owned    Under-

standable 

Clarity 

Verifiable      Monitor-

able 

Verifiable    

Consistent   4: 

Consistency 

  Reliability    .  

Number        Small 

number 

  

Attributable    Attributable   Attributable    

Disaggregated    Disag-

gregated 

      

Used  7: So what  Useful for 

management  

Utility  Appropriate    

Drives 

behaviour 

Achievable       Drives 

behaviour 

  

Cost  9: Cost Cost-

effective 

Practical Simplicity, 

affordability 

Economic Cost 

Effective 

   

Enduring       Robust    

Integrated       Integrated    

Comparable       Com-

parable 

  Comparable 
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Characteristics of measures 

Table A.7 lists 16 separate attributes of performance measures.  These are grouped into five 

separate concepts (plus an ‘other’ category) as discussed below. 

Group 1: Relevance 

1. Relevant.   This refers to the extent to which the performance measure relates to a key 

objective of the organisation.  For example, measuring speed of customer service, if 

that is not a major objective, would have low relevance. 

2. Robust.  This means that the measures are not easily subject to distortion or gaming.  

This connects to relevance in that, to the extent that a measure is directly connected 

with an organisational objective, it cannot be gamed.  It is also connected with concept 

5, validity for similar reasons.  This characteristic is also influenced by the organisation 

in that intrinsic lack of robustness may not matter if there are no organisational 

incentives to distort the measure.  

3. Timely.  If measures are collected with sufficient frequency to guide management and 

provide feedback, they are more likely to be more effective.  The required frequency of 

collection and reporting will depend on the nature of the measure.  

Group 2: Completeness 

4. Complete.  This is a characteristic of the overall set of performance measures, and it 

refers to the extent to which key characteristics of organisational performance are 

captured by the set of measures. This can include both addressing all major objectives 

of the organisation, and addressing outcome, output and process measures (where it is 

not practicable to measure at the outcome level alone).  A good set of indicators can be 

a means of at least partially addressing lack of robustness, as it is harder to distort or 

corrupt an entire set of performance measures. 

Group 3: Precision 

5. Valid.  This refers to the extent to which what is measured is a true reflection of what 

is purported to be measured.  For example, if the performance measure is labelled 

‘policy success’, but what is measured is the extent to which associated legislation has 

been passed by parliament, then this only measures one aspect of the measure and so 

validity would be limited.  Biases in surveys due to the way questions are phrased would 

also detract from validity. 
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6. Accurate.  This is similar to validity but refers to a more technical assessment of how 

well the measure tracks the underlying construct.  A survey of staff satisfaction may 

have accuracy limitations due to sampling errors, or a qualitative assessment may be 

imprecise due to relying on judgement of individuals. 

7. Specific.  This refers to the extent to which a measure only tries to measure one thing.  

A performance measure that was constructed to be an average of other measures would 

score lowly on this criterion.  Measuring at too high a level would also mean that 

specificity was reduced – for example, measuring the impact of a targeted anti-smoking 

campaign by measuring overall smoking rates.   

Group 4: Clarity 

8. Measurable.  This means that the measure as defined leads either to a number or to a 

repeatable qualitative assessment.  Measures that are phrased as ‘the extent to which 

…. is achieved’ would rate low on this, unless the measure is accompanied with a solid 

rubric on how achievement is to be assessed. 

9. Defined carefully.  Even if a performance measure is, in principle, measurable, it still 

needs to be defined carefully.  For example, ‘growth rate’ needs to be defined to 

establish how growth is measured, when the base line is set, whether growth is adjusted 

for inflation and, if so, which inflation index is used.  

10. Unambiguous.  For some measures, it is not clear whether the desired direction is up or 

down.  For example, an increased number of crimes detected might indicate more 

effective policing or an increased level of criminal activity. 

11. Understandable.  This criterion relates to the extent to which the measure can be 

comprehended by various stakeholder groups.  For some authors, this criterion is related 

to whether the measures are owned by such stakeholders. 

Group 5: Assurance of measures 

This group of characteristics is of a supporting nature – if assurance is provided, that gives 

more confidence that they are precise and clear. 

12. Verifiable.  This means that the data that support the generation of the measure can be 

reviewed and the measure recalculated from that data to check that it is correct.  This 

can refer to the public’s ability to check the measure or, more commonly, to the ability 

of independent checkers, such as auditors, to review the measure.  This is a 
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characteristic not only of the measure but also of the organisation, in that verifiability 

depends also on the organisation retaining adequate data.     

13. Consistent.  This refers to whether measures are independent of the assessor and the 

time when they are assessed.   If there is a clear formula by which to calculate a 

quantitative measure, then it will be consistent.  Qualitative measures should be 

sufficiently well defined (e.g. supported with definitional rubrics), so that independent 

assessors derive the same result.  For example, the assessment of a university 

assignment at a grade from ‘fail’ to ‘high distinction’ is inherently qualitative; however, 

if markers are provided with guidance on what the grades mean and they are well 

trained, then the assessments should be consistent between the markers. 

Group 6 Other 

These characteristics were mentioned only a small number of times, and so are considered of 

less significance. 

14. Number of measures.  As for ‘completeness’, this is a characteristic of the whole set of 

measures.  The principle is that an excess number of measures makes the interpretation 

of the information more complex. 

15. Attributable.  The extent to which the movements in the measure can be attributed to 

the organisation itself, or to a specific part of the organisation. 

16. Disaggregated.  The extent to which it is possible to disaggregate performance by 

various classes of client, e.g. by age group, sex or location. 

The setting of priorities between these criteria is not attempted here.  Boyne, Meier, O'Toole, 

and Walker (2006) considered that using the right measures is better than using completely 

accurate measures that are wrong (i.e. relevance as a criterion is more significant then accuracy) 

and that subjective measures can be useful especially in the early stages of measurement.  My 

view is that the validity of such comments depends on the purpose of the performance 

measurement; Boyne’s view may be appropriate with respect to use for performance 

improvement, but conflict of interest detracts from the use of subjective measures for 

accountability. 

Fundamental requirements for performance measures 

The next stage in the analysis is to take a top-down approach and consider which characteristics 

might be required to achieve the purposes of performance measurement. 
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The first step is to consider that, at its base, a performance measure is like an instrument that 

is indicating performance, in the way that a speedometer is used to measure the speed of a 

vehicle.  At this basic level, the requirements are: 

• lack of bias – there is no consistent under or over reporting of speed. 

• precision – the same speed reliably converts to the same reading.  this encompasses 

responsiveness – if the vehicle speed changes, the instrument reading changes quickly  

• clarity – the instrument is easy to read, giving clear indication to the driver. 

When considering desirable characteristics, we also need to consider the purposes of 

performance measurement.  There are many such purposes, but it is contended that the primary 

ones are: 

• accountability 

• performance improvement 

• decision-making between options 

• control 

Each of the three requirements for performance measurement applies to each of these purposes.  

In addition, some other requirements are more specific to each purpose. 

• accountability:  given the need to provide fair information to a third party, there are 

additional requirements in terms of resistance to distortion and ability to check the results.  

There is also the need to report on all aspects that are germane to overall performance. 

• performance improvement:  there needs to be the ability to drill down, to explore in more 

detail what lies behind any indicator of poor performance 

• decision-making between options: no specifically new characteristics are generated but, 

if one is comparing between two programs to decide which one to fund, there are higher 

requirements that the measures are fair and accurate 

• control: no new characteristics, but increased emphasis on responsiveness.  

In the remainder of this section, the emphasis is on the publicly reported performance 

measurements in annual reports and budget papers that are the primary focus of this thesis.  

These are fundamentally accountability documents, so we would expect that performance 

measures are: 
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• unbiased 

• precise 

• responsive 

• clear 

• resistant to distortion 

• verifiable 

• complete 

• relevant 

This list is, not surprisingly, consistent with the characteristics derived from examination of 

prior lists.  Taking the two together, the following reduced set of criteria was derived.   

1. relevant:  reflects the aims of the organisation.  Unless a measure says something relevant 

about performance, it is not useful. 

2. clear:  the measure is, indeed, measurable (it results in a number or at least a well-defined 

qualitative assessment) and is accompanied by a clear description of the method by which 

it is to be assessed or calculated, and the desirable direction in which it should be heading 

3. accurate:  encompasses validity, lack of systemic bias, and precision, and that the 

measurement responds reasonably quickly to changes in underlying performance, 

including through being reported in a sufficiently timely manner 

4. complete:  taken as a whole, the measures cover all significant aspects of performance. 

Some parameters in the preceding lists are not included because they are addressed through 

others, as listed below: 

• ‘resistant to distortion’: covered by ‘relevance’ and ‘completeness’: If measures, either 

individually or in total, are measuring something of significance then they are inherently 

resistant to gaming. 

• ‘verifiable’:  if a measure has clarity (i.e. it is well defined), then it has the potential to 

be verifiable  

• ‘specific’: if a measure is too vague, then it is likely to be lacking in the other measures, 

especially clarity and possibly relevance 

• ‘consistent’: covered by ‘accuracy’. 
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Rubric for assessing quality of performance measures  

To assess performance measures against these criteria, it is necessary to establish an assessment 

rubric.  This is to some extent arbitrary but, so long as it is applied consistently, it is claimed 

that the rubric will produce useful results.  

Following an attempt to measure each of the four criteria across a range of institutions based 

on public data, it was found that in only a few instances was it possible to assess accuracy, as 

the means of calculation were often not made public.  Therefore, this criterion was dropped 

from the assessment, leaving the assessment of quality to be based on the extent to which 

performance measures were relevant, clear and complete.  Accuracy is partly encompassed, as 

it is not possible for a performance measure to be accurate unless it is well defined; however, 

it is possible to be well defined but not accurate, for example where sample sizes of surveys 

are inadequate.     

Table A.8  Rubric for assessing quality of performance measures 

Relevant  

3 The performance measure reflects almost perfectly an objective of the organisation 

2 The performance measure is closely related to an objective of the organisation 

1 It can be seen how the performance measure would indirectly influence the 

achievement of an objective of the organisation 

0 There is little or no connection with an organisational objective 

Clear  

3 The measure is stated using recognised units of measurement, it is clear how it could 

be calculated and what its preferred direction is. 

2 The measure is reasonably well defined, but not all details are available to determine 

how it is calculated.  Its preferred direction is clear. 

1 The measure is qualitative, but has a reasonable definition that will allow for its 

consistent assessment; OR as per 2, but the preferred direction is unclear; OR as per 

2, but the way in which it will be measured is unclear. 

0 The measure is so vague as not to be assessable 

Complete  

3 The group of measures addresses all aspects of the relevant organisational objective  

2 The group of measures address the main organisational objective, but one or more 

other objectives are not addressed 

1 The group of measures only indirectly address organisational objectives 

0 Organisational objectives are not addressed 
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The scoring adopted for the remaining criteria is laid out in Table A.8.  This rubric was 

developed as a draft and applied to a sample of observations to make sure that all instances 

were covered by the rubric.  This led to revisions in the rubric, which was then applied to all 

observations.  Table A.9 provides some examples of the assessments.  The assessment of 

completeness refers to a group of measures – for conciseness, these were not included in the 

table. 

Table A.9  Examples of performance measure scoring 

Relevant Measure Comment 

3 Commonwealth Finance: Effectiveness of policy 

advice to the Australian Government on the 

framework for managing Superannuation 

arrangements for Australian Government 

civilian employees 

A key role of Finance is policy 

advice, so this is highly relevant. 

2 NSW Treasury: Required government 
businesses with a signed Statement of 
Corporate Intent or Statement of Business 
Intent % 

 

As it is a role of the Treasury to 

monitor organisations, including 

through their having a formal 

statement of intent, this is closely 

aligned to the objective 

1 ACT Treasury: Annual Financial Statements for 

the Territory provided in accordance with 

legislative timeframes 

Timeliness is only factor relating to 

the role of providing sound 

financial reporting 

0 ACT Treasury: Number of Policy Reviews 

commenced 

Number of reviews completed is 

only slightly connected to the 

function of sound policy advice, 

and the number commenced is not 

connected. 

Clear Measure Comment 

3 ACT Health: The proportion of clients who 
return to hospital within 28 days of discharge 
from an ACT public acute psychiatric unit 
following an acute episode of care. 

Well defined 

2 NSW Health: Unplanned and unexpected   

hospital readmissions within 28 days of 

separation. 

‘Unplanned and unexpected’ not 

defined 

1 Commonwealth ATO: payments being made in 

accordance with the law. 

Unclear how this is to be assessed 

0 Commonwealth ACMA: Effective community 

safeguards are implemented and maintained. 
Definition of each element of this 

unclear 
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Complete Organisation Comment 

3 Commonwealth ACMA The measures address all aspects of 

the stated objective 

2 ACT Gambling and Racing Commission (2012-

13) 

 

An additional element was added to 

the objective, but was not reflected 

in the performance measures 

1 NSW ILGA (2013-14) Measures only covered numbers of 

infringement notices (on gambling) 

and casino approvals – not 

addressing the liquor aspects at all 

0 No instances recorded  
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Appendix B  Background to the case studies 

This appendix provides some background information on the development of performance 

measures in Australia, followed by some contextual information on the jurisdictions and 

organisations including developments that occurred during the period of the case studies 

analysed earlier in the results chapters. 

The Australian context 

Performance measurement and reporting has long been a requirement in Australian 

governments (Australian National Audit Office & CPA Australia, 2008); indeed Australia was 

seen as a pioneer in the 1980s and 1990s in what later became known as New Public 

Management (NPM), with a focus on, among other things, results rather than processes and a 

systematic approach to performance budgeting and management (Podger, 2017).  In Australian 

governments, public performance measures are defined as part of each jurisdiction’s annual 

budget document.  As for the rest of the budget, the process is one of bottom-up generation of 

proposed performance measures (usually based on the previous years with necessary 

amendments), which are then approved through the organisation and then by the minister 

before being submitted for inclusion in the budget.  Management of budget processes, including 

rules for submission of performance measures, is set by the relevant department (finance or 

treasury depending on the jurisdiction), and final budget approval is by the government as a 

whole, often through a senior cabinet committee.  Results against these performance measures 

are normally (but not always) reported in the annual report of the organisation.  These public, 

annual measures may be quite different to performance measures instituted at a local level 

within organisations for performance monitoring and improvement.  For either type of 

performance measure, instituting a reliable system depends on sound information management.   

In the Commonwealth, the Financial Management Improvement Program introduced in 1983, 

sought to improve financial performance by moving from controlling inputs to a focus on 

results through the introduction of program budgeting and departmental evaluation plans 

(Hawke, 2007).  In 1999, an outcomes and outputs framework was introduced that focused 

more on measurable outcomes (although it did not go as far as outcome budgeting), with an 

emphasis on performance measurement (Halligan, forthcoming).  However, it was then found 

(Tanner, 2008) that some outcomes were too broad or general, and with imprecise reporting, 

to be useful for accountability.  Accordingly, future outcomes were to be as detailed and 
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meaningful as possible, and program reporting, as a level of detail under outcomes was 

introduced from 2009–10 onwards.   

Other jurisdictions in Australia followed separate but for the most part broadly comparable 

paths; however, there is very little in the academic literature that describes and evaluates these 

reforms.  In the 1990’s, Victoria introduced a policy reform called the Output-Management 

Reform Process (English & Guthrie, 2001).  The changes included allocation of funds based 

on outputs delivered in accordance with budget targets.   

There are also different regimes in the Australian jurisdictions with respect to the extent of 

auditing by the audit offices and the quality of advice provided by the central government 

agency responsible for performance reporting.  Some contextual information for each 

jurisdiction included in the sample is provided below, followed by some background on the 

three organisations in the jurisdiction that form part of the study.  In summary, although 

legislation and processes have changed, there have been continuing attempts in each Australian 

jurisdiction to institute and improve a performance measurement regime.  More details on key 

characteristics of jurisdictions and organisations are provided in Chapter 7.  

Commonwealth  of Australia 

Recent reform in the Commonwealth has been based on a public service driven agenda that has 

won bipartisan support.  The Public Management Reform Agenda (PMRA), which commenced 

in December 2010, was aimed at encouraging fundamental cultural change in the way 

government does business, including support for high-quality resource management and 

performance (Department of Finance, 2018).  A cornerstone of the PMRA was the Public 

Governance, Performance and Accountability Act 2013 (PGPA Act).  In addition to 

modifying financial governance arrangements and requiring corporate plans that articulated 

with performance measurement, this act introduced requirements for performance 

measurement regimes that were to provide for measurable and reliable performance indicators 

(Department of Finance, 2018).  In 2014, there needed to be further legislation passed to 

address consequential provisions and to fix some procedural issues, and again this was 

conducted in a bi-partisan manner.  Arrangements under this new act were introduced 

progressively from July 2014 and were still not fully functional in 2018 (Australian National 

Audit Office, 2018). A review of the operations of the act that commenced in 2017 found that, 

although the standard of performance reporting had improved under the act, progress had been 

uneven and modest.  The review team recommended, among other things, setting minimum 

http://www.finance.gov.au/resource-management/pgpa-legislation/
http://www.finance.gov.au/resource-management/pgpa-legislation/
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standards, improving skills in audit committees to review performance measures, actions by 

departmental heads to improve performance measurement, regular auditing by the ANAO, and 

the development of lessons learned (Alexander & Thodey, 2018).  The development of a risk 

and performance-based culture was found by one set of researchers to be lacking; instead, 

officials were still focused on compliance and financial management (Rana, Hoque, & Jacobs, 

2019).  

The introduction of the PGPA Act represents the third performance framework in 30 years 

(Halligan, 2017b); this one is firmer about reporting on performance and linking it with entities’ 

strategic plans (Podger, 2017).  Podger also noted that the reforms have been pragmatic in 

nature and supported by both sides of politics; although there were corrections, there were no 

reversals.   

Interviewees recognised that the Commonwealth framework needed more development, with 

comments such as ‘other State jurisdictions, for example, had some better examples of where 

this was working.  I think there was a general agreement that the Commonwealth was probably 

lagging a little bit. … We're trying to improve on a poor situation’ [QQ]. 

The Department of Finance is a department of state of the Commonwealth of Australia.  Its 

main functions are to manage the budget, monitor and control government expenditure and 

assist in the operations of government, for example by providing advice on financial 

management, risk management and performance measurement.  It also manages the non-

defence domestic property portfolio, maintains oversight of government business enterprises, 

provides general insurance services, advises on information and communication technologies 

and provides services to parliamentarians (Department of Finance, 2014).  Staffing at April 

2013 was 1 946 employees (Public Service Commission, 2013).  

The Australian Taxation Office (ATO) is a large organisation, with offices distributed across 

Australia, that is responsible for collecting the bulk of Australian taxes, including personal 

income tax, company tax and goods and services tax.  It also administers the compulsory 

superannuation scheme and a range of tax concession programs (Australian Taxation Office, 

2014).  Staffing at April 2013 was 23 977 employees (Public Service Commission, 2013). 

The Australian Communications and Media Authority (ACMA) is a medium-sized statutory 

authority that has a regulatory function with respect to the telecommunications and television 

industries in particular.  It has two sub-programs, one related to monitoring and licensing of 
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firms, the other to education and information to the public (Australian Communications and 

Media Authority, 2013).  Staffing at April 2013 was 625 (Public Service Commission, 2013). 

 

New South Wales 

New South Wales (NSW) is the first and largest State of the Commonwealth of Australia.  In 

June 2013, its public sector had over 399,243 employees, 11% of the total NSW workforce 

(NSW Public Service Commission, 2013).  In NSW, there was one change of government in 

the period under review, from Labor to Liberal-National (conservative) and this contributed to 

significant changes to the structure of budget-related performance measures.  In 2009, there 

were three types of performance measures in the budget statements, ‘Key Result and Activity 

Measures’, ‘Result Indicators’ and ‘Service Measures’.  The ‘Key Result and Activity 

Measures’ category, which was simply a selection of some of the ‘Result Indicators’, was 

dropped in 2010 (NSW Treasury, 2010).   

Shortly after being elected on 26 March 2011, the new government introduced in September 

2011 a ten-year strategic state plan, known as NSW 2021, with a totally revamped approach to 

performance measurement to support assessment of progress against that plan.  Under this 

approach, the ‘Result Indicators’ were dropped as budget-related performance measures and 

partially replaced with state plan indicators, which were reported centrally and not included in 

the budget.  Result indicators and state plan indicators were primarily outcome measures.  NSW 

2021 was a comprehensive document with 32 goals, 182 targets and 284 measures, organised 

by the field of government, but these were fewer than the total across all departments of the 

former result indicators. Some of the previous indicators continued on as NSW 2021 measures, 

but many were dropped, and there were some new ones added.  The state plan and the changes 

to performance measurement were introduced by government decision and did not require 

legislation (NSW Department of Premier and Cabinet, 2011).  

In 2013, NSW commenced a program known as Financial Management Transformation, which 

aimed to improve financial governance and to deliver better outcomes by introducing a strong 

focus on results and performance of government expenditure  (NSW Treasury, 2018). This 

program supported the performance measurement reforms described here.  Another 

performance-related initiative was the introduction of the Premier’s Public Sector Awards; the 

awards have several categories, and from 2012 to 2014 only, these included ‘Improving 
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Performance and Accountability’.  On all three occasions, the award was won by a health 

agency (NSW Government, 2018).   

During the period of the Liberal-National government, there were two leadership changes, each 

of which resulted in a change in performance measurement system.  In September 2015, the 

new Premier (who took over in April 2014) replaced the state plan with a new state priorities 

document called NSW: Making it Happen.  This included a set of ‘Premier’s Priorities’, much 

fewer in number; for NSW Health there were only two results reported as a Premier’s priority, 

compared with 35 result indicators in 2009–10 and 21 health indicators under NSW 2021.  

Throughout the period, budget documents included ‘Service Measures’, which focused on the 

output rather than outcome level.  Many of these measured volume of services, but some 

measured quality or outcomes .       

The NSW Audit Office stated that the Department of Premier and Cabinet did not report on 

performance against the goals and targets of NSW 2021 in June 2015 as originally planned and 

did not plan to release a final performance report on NSW 2021.  NSW: Making it Happen 

includes 12 Premier's priorities and a further 18 priorities across five key areas.  It was planned 

that each of these 30 priorities would be measured against the best available indicators (Audit 

Office of NSW, 2015).  A further change of Premier on 23 January 2017 led to some changes 

to the list of Premier’s priorities (NSW Department of Premier and Cabinet, 2018).  

Interviewees from NSW Health focused on internal review, which was stated to be 

comprehensive and multi-layered, from local authorities up to the ministry.  External review 

was not mentioned, except for one comment that it is good to have an external review from 

time to time, but the Auditor-General’s reviews of meaning and quality of measures are limited 

because they are not subject matter experts. 

The NSW Treasury advises the Treasurer and the NSW government on state financial 

management policy and reporting, and on economic conditions and issues.  It is a medium size 

agency, with 568 staff at 30 June 2013.  Functions include overall budget and financial 

management including capital projects.  It also advises on competition and regulatory policy 

and industry reviews and on policy relating to government businesses.  It includes supervision 

of performance measurement, which is part of the General Government Sector Financial 

Management Framework (NSW Treasury, 2013).  

NSW Health had over 104 000 employees at 30 June 2013, and so is a very large agency.  This 

includes the central Ministry of Health and all of the health districts (NSW Health, 2013).   
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The NSW Independent Liquor and Gaming Authority (ILGA) is a small independent statutory 

authority that for budgetary purposes was grouped firstly within the NSW Trade and 

Investment cluster and then from 2014-15 with the Justice cluster.  It has licensing and approval 

(but not enforcement) functions for liquor, gaming machines and registered clubs together with 

responsibility for the regulation and enforcement of casino operations .  The authority (and its 

predecessor in 2009) works with its host department in order to carry out its functions (NSW 

Independent Liquor and Gaming Authority, 2015).  In the analysis of results, the overall 

function of controlling liquor and gaming, whether the measure is ascribed to the Authority or 

to another body, was counted and analysed in order to achieve some consistency across the 

periods. 

Australian Capital Territory 

The Australian Capital Territory (ACT) is a self-governing territory within the Commonwealth 

of Australia.  It combines both local government and state government functions.  It gains its 

powers from an act of the Commonwealth parliament and its laws are subject to being over-

ridden by the Commonwealth.  It is a small jurisdiction of some 400 000 population with a 

public sector of some 18 600 employees at June 2011 (Commissioner for Public 

Administration, 2012).  During the period studied, there was a long-term Labor government in 

power (since 2001), usually governing with the support of the Greens.   

Agencies are required to produce, as part of their budget papers, strategic and accountability 

performance measures.  Strategic indicators are intended to be objective and verifiable 

measures, attributable to agency actions that relate to strategic objectives: those focused on 

results and that contribute to government priorities and goals.  Accountability indicators are 

intended to measure the agency’s effectiveness and efficiency in delivering its outputs and may 

be measures of outcomes, outputs or inputs (Australian Capital Territory Government, 2012). 

Some incremental changes to performance measurement occurred during the period under 

review, such as changes to the auditing of budget-related performance measures and a new 

guide to performance measurement.  As for NSW, this did not require legislation, and there 

was no record of it being discussed at all in the legislature.  Neither was there any parliamentary 

discussion of the cessation of auditing strategic performance measures, in 2008.  In 2012, there 

had been a data tampering scandal whereby some ACT Health performance measures had been 

falsely reported; further data reporting problems coming to light in 2016 (ACT Audit Office, 

2015, 2018b).  Over the period of the study, there was little jurisdictional reform or change, 
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and other than the ACT Health issue, there was not a lot of parliamentary or public interest in 

performance measurement. 

In 2008–09, the ACT government commissioned work designed to generate an integrated 

performance and accountability framework that would link performance from the agency level 

to the whole-of-government level (ACT Government, 2011).  However, this appears to have 

not progressed. 

Those consulted in the ACT were more positive than the Commonwealth about the overall 

framework while recognising it still could be improved.  One officer commented ‘We've got a 

rudimentary performance framework in at the moment and it'll evolve and mature over time as 

these things do’ [JJ], while another stated ‘We have issued the guide to the performance 

management framework … We are continually checking what other jurisdictions do’ [FF]. 

The ACT Treasury directorate was merged during the period of study with other agencies to 

form the Chief Minister, Treasury and Economic Development Directorate (CMTEDD).  This 

research focuses for consistency on the Treasury functions, notably economic and financial 

management.  Performance measures are required as part of the budget documentation and 

overall guidance is provided by the Treasury component.  There were 215 staff in the Treasury 

directorate in June 2011 (prior to the merger) (ACT Treasury Directorate, 2011).  

ACT Health includes central office functions as well as the public hospital and many other 

health services.  There were 5953 employees in June 2011, making it the largest agency in the 

ACT government (ACT Health Directorate, 2011). 

The ACT Gambling and Racing Commission (GRC)  is a small independent statutory body set 

up to control, supervise and regulate gaming in the ACT.  At June 2011, it had 32 staff (ACT 

Gambling and Racing Commission, 2011). 
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Appendix C  Interview protocols 
This appendix provides information about the ethics approval process and the interview 

protocols that were employed in the study. 

This project was approval by the University of Canberra’s Human Research Ethics Committee 

(HREC) in February 2014 as project 14-16.  The details of the interview process as submitted 

to the HREC and used in the research were as follows: 

• Attachment 1: Information sheet for potential research participants 

• Attachment 2: Consent form 

• Attachment 3: Recruitment emails 

• Attachment 4: Questionnaire 

As noted in the methods section, approaches were made to each agency selected at the level of 

chief executive officer (CEO) or alternative as suggested by the CEO’s office.  Approval was 

received from each organisation selected, and then recruitment of potential participants was 

conducted in conjunction with a nominated contact officer.  Examples of such e-mails to the 

organisation and to individual officers are at Attachment 3. 

Arrangements for interviews were then made directly by the researcher with the potential 

interviewee.  The consent form and information sheet for potential participants (attachments 1 

and 2) were sent prior to the interview with additional copies taken to the interview, and the 

consent form was signed before the interview commenced.  The information sheet contained a 

summary of the topics to be discussed; the more detailed questionnaire is at Attachment 4, 
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Attachment 1: Information Sheet for Potential Research Participants  

Research Overview 

Almost all government agencies use some performance measures.  Hence, a practical issue for 

government managers is how to build on, improve or replace those measures; and a key 

research issue is to understand how and why the measures change.   

This research project is investigating factors that influence the development and change of 

performance measures in selected agencies of Australian governments.  The research will use 

public documents (budget papers, annual reports, audit reports, published guidelines and 

studies for a range of organisations in three jurisdictions (Commonwealth and two States or 

Territories).  However, more detailed understanding of how performance measures are revised 

within organisations depends on interviews with officers who work with these performance 

measures. 

Through investigating changes to performance measures, the research aims to provide new 

information on what organisational characteristics affect the ability of government agencies in 

Australia to develop better performance measurement systems.  It is hoped that the results of 

the research may be useful in helping government organisations to design and revise 

performance measures.   

Participant role 

You are asked to contribute 30 minutes to one hour to provide your views on how performance 

measurement works in your organisation, and more specifically how it is revised.  I am 

interested in collecting views and opinions from a range of officers at different levels – there 

is no ’right or wrong’ answer.  A list of the topic areas proposed for discussion is attached. 

Data storage 

The data will be held securely.  As soon as practicable, it will be transferred from the notebook 

or voice recorder to secure storage facilities at the University of Canberra.  Only de-identified 

data will be analysed and finally presented in the research results. 

Contact information 

If you have questions or concerns that are not answered by this information please consult the 

primary researcher (Ph.D. student), Graham Smith, or his supervisor, Prof. John Halligan as 

below: 
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Graham Smith:  graham.smith@canberra.edu.au  

 John Halligan:  john.halligan@canberra.edu.au (02) 6201 2725 

All research involving human participants conducted at the University of Canberra must be 

conducted in accordance with the National Statement on Ethical Conduct in Human Research, 

issued by the National Health and Medical Research Council, accessible at 

http://www.nhmrc.gov.au/guidelines/publications/e72 

If you wish to raise a complaint or further discuss with an independent person your rights as a 

participant or University policy on research involving human participants, please contact the 

Secretary, Human Research Ethics Committee, Phone: 02 6201 5220 University of Canberra ACT 

2601.  Email: humanethicscommittee@canberra.edu.au 

Attachment:  Topics proposed for discussion 

Background information on performance measures in your organisation and your 

role 

• The types of performance measures are collected in your organisation

• Your role with respect to performance information

• How performance measurement functions are managed within the organisation

• The availability of skills, resources and data to support the collection and reporting

performance measures?

The purpose and use of performance measures in your organisation 

• The primary reasons for collecting performance information in your organisation

• How you use performance information

• The organisation’s view on performance measures

The quality of performance measures and how they are updated 

• The manner in which performance measures and their targets are changed from year

to year

• The processes used to check on the quality of performance measures and the data

collected?

• Ways of improving the overall value of performance measurement

mailto:john.halligan@canberra.edu.au
http://www.nhmrc.gov.au/guidelines/publications/e72
http://www.nhmrc.gov.au/guidelines/publications/e72uct%20in%20Human%20Research
mailto:humanethicscommittee@canberra.edu.au
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Attachment 2: Consent form 

The Institute for Governance and Policy Analysis at the University of Canberra 

Project title: Factors influencing changes to performance measures of Australian 

Government agencies 

Consent Form for Interviewees 

Researcher’s Statement 

This research is being carried out as part of Ph.D. studies directed to better understanding 

how performance measurement changes and develops in a range of Australian government 

organisations.  

The research may be able to contribute to more useful performance measurement and hence 

to better accountability and performance improvement opportunities.  

I am asking you to participate in an interview because your role as an executive, manager or 

participant in the definition, collection analysis and use of performance information in a 

government organisation means that you may possess important information and insights 

into how performance measurement works in your organisation and in the public sector more 

generally.  

The interviews will be conducted between March and November 2014 and will take up to one 

hour to complete.  The information you provide in your interview will be strictly confidential.  

Participation in this project is voluntary.  You are free to withdraw from the project at any 

time. 

The interview is conducted primarily for the purposes of this research only.  If you wish, you 

may give permission for the record of the interview to be shared with other researchers, on 

a de-identified basis. 

Interviewee Statement: 

I hereby consent to participate in an interview on the conduct of performance measurement 

in my organisation.  I have read the explanatory statement on the nature of the project and 

the interview arrangements.  I give permission for the interview to be used: [please delete 

that which does not apply] 
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• For this research task only 

• For this research task and any similar University of Canberra research that also 
adheres to the same ethical standards 

In providing my consent, I note that: 

• I have read the Researcher’s Statement. 

• The interviews will take up to one hour. 

• The interviews will be semi-structured in format and will be conducted by the 
researcher. 

• The researcher will seek permission to electronically record the interview; this may be 
granted or denied as I see fit.   

• The researcher will take notes and I will be provided with a copy of the interview notes 
(or transcription of the recording) and have an opportunity to verify them. 

• The interviewer may wish to make subsequent contact for clarification or follow-up.  
Such additional participation, like the primary interview, is entirely at my discretion. 

• All information I provide during the interview (and all references to the interviews in 
the final thesis and any other related publications) will remain strictly confidential.  I will 
not be identified by name or by inference. 

• I understand that participation in the research is voluntary.  I am free to withdraw from 
the interview and the research at any time. 

• These arrangements have been approved by the University of Canberra Human 
Research Ethics Committee. 

 

 

I, ____________________________________ of _________________________  

 (please print your full name)       (address) 

 

consent to participating in an interview to assist the researcher. 

 

Signed: _____________________________________ Dated: ___ /___  
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Attachment 3.  Examples of e-mails inviting participation 

Organisational approval 

Dear …. 

Thank you for the ‘phone conversation yesterday and for considering this request. 

As a Ph. D student under Prof. John Halligan at the University of Canberra, I have commenced 

work on a thesis on performance measurement in Australian governments.  For this purpose, I 

am now approaching some organisations to seek in-principle support to be included in this 

research.  I recognise that more formal approval would be required before any interviews could 

commence. 

As for any of our research, any organisation or interviewee is totally free to withdraw at any 

time, even if approval had been given previously. 

About the study:   

The aim of the research is to investigate factors that influence the development and change of 

performance measures in selected agencies of Australian governments.  The research will use 

both public documents (budget papers, annual reports, audit reports, published guidelines and 

studies and the like for a range of organisations in three jurisdictions (Commonwealth and two 

States or Territories).  For selected organisations (up to three in each jurisdiction) it is proposed 

to seek interviews with key officers to further understand how performance measurement 

works in their jurisdiction and their organisation. 

What I would be asking from the [agency]:   

1. Expert information on the role of [agency] in providing guidance and quality control 

with respect to revision and improvement of performance measures in the 

[jurisdiction].  I have seen the public guidance available on the web, but would be 

interested in discussing context around this  

2. Expert information on how [agency] revises and updates its own public performance 

measures (KPIs and deliverables). For this I would like to hold discussions with an 

officer responsible for assembling or coordinating the overall set of performance 

measures and also a small number of officers (about 3) in line areas who are 

responsible for collecting performance measures. 

I understand that Part 2 of the above would involve officers outside your Division, and would 

be grateful if you could advise on the best way to proceed. 
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Please get in touch if you would like more details or for me to discuss this with you or your 

staff.  As noted above, at this stage I am only seeking an in-principle approval. 

 

Yours sincerely 

Graham Smith 

 

 

Individual approval 

 

Dear … 

Research project on performance measures 

Xxxxx in your department suggested that you may be able to help with research on performance 

measures that I am conducting as part of Ph. D. studies at the University of Canberra.  The 

project has been approved within the department, but there is no obligation on you to take part. 

An information sheet on the research is attached.  In brief, I would like to learn about your role 

in the definition, use, revision and communication of performance measures. 

The discussion would take about 30 minutes to an hour.  Most people choose to have such 

meetings at their workplace, but an alternative location can be arranged if you wish. 

If you are interested in meeting, please let me know your preferred date and time.  I will send 

an information pack before the meeting, but feel free to get in touch at any time if you have 

any questions. 

 

Yours sincerely 

 

Graham Smith 
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Attachment 4  Questionnaire to guide semi-structured interview 

Introduction.  In this discussion, I am seeking to explore both the management of formal, 

annual performance information published in the budget papers and annual reports, and also 

other, performance measurement systems that might be used within the organisation.  These 

might include methods to assess progress against a business or strategic plan, or be local 

performance measurement efforts to support specific groups within the organisation.  

The following questions will be used as a guide – the nature of a semi-structured discussion is 

that unexpected issues can arise.  Nevertheless, the intention is to collect information for each 

of the topic headings.   

Part A.  Background information on your organisation and your role 

1.  What types of performance measures are collected in your organisation, to your 

knowledge? 

2. What roles do you have with respect to performance information? 

3. How are these functions managed within the organisation?  

4. What is your assessment of the availability of skills, resources and data to support the 

collection and reporting performance measures? 

Part B.  Your perception of the purpose and use of performance measures  

5. What do you consider are the primary reasons for collecting performance information 

in your organisation?   

6. Is there a formal statement of purpose for the performance measurement function? 

7. How do you use performance information? 

8. How would you characterise the organisation’s view on performance measures: 

Part C.  The quality of performance measures and how they are updated 

9. What is your understanding of the process by which performance measures and their 

targets are changed from year to year? 

10. What processes are used to check on the quality of performance measures and the data 

collected?  

11. What is your view on the effectiveness and value of each of these review 

mechanisms? 

12. What further suggestions would you make to improve the overall value of 

performance measurement across the government? 
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