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Introduction

One of the pillars of management studies, theories, and practice is that “nothing can
be improved if it is not measured.” This statement is almost unanimously accepted,
notwithstanding Einstein’s words whereby “not everything that counts can be
counted, and not everything that can be counted counts.” Anyway, we think that
most people would agree on two main concepts:

e The measurement of individual (microlevel), organizational (mesolevel), and
system (macrolevel) performance is a strong leverage to pursue improvements
and activate change processes.

e People’s motivation is another relevant leverage, even when it cannot be
measured, as demonstrated by behavioral economics and management and by
intrinsic motivation theory (Perry 1990, 2010).

It is thus necessary to answer a fundamental question: What is performance? From a
theoretical point of view, the answer is fairly simple for private enterprises that
operate in a market arena. In principle, performance coincides with profit and
shareholder remuneration in the classic model of enterprise and with stakeholder
rewards (Freeman 1984) in the modern concept of enterprise related to CSR and
CSV (Porter and Kramer 2011) theories. From a practical point of view, however,
accountants know very well the difficulties involved in measuring profit and
stakeholder rewards, as reflected by the many different methodological techniques
and assumptions that have been developed in different countries and different
institutional environments. International Financial Reporting Standards (IFRS)
attempt to overcome these differences by comparing enterprise performances in the
global economy. Nevertheless, many technical issues remain unsolved, as shown by
the thousands of books and papers on this matter and by the hundreds (perhaps
thousands) of official documents aimed at applying IFRS principles, criteria, and
rules in various countries. In the private sector, other performance indicators to
measure, analyze, and evaluate enterprises’ competitiveness and success include
market share, number of clients, customer satisfaction, quality of goods and

ix



X Introduction

services, productivity, cost of products (total and itemized), turnover (total and
broken down by products and markets), and categories of products.

In public administration, there is far less agreement on the concept of perfor-
mance. There are, of course, financial performance indicators such as surplus and
deficit, amounts of revenues and expenditures, revenues-to-expenditure ratios,
capital-to-current expenditure ratios under traditional budgetary accounting as well
as profit or loss, income and cost, income-to-cost ratios, investment-to-expense
ratios under accrual accounting. Moreover, also in the public sector, there has
recently been a movement toward the adoption of International Public Sector
Accounting Standards (IPSAS). However, financial performance indicators are
differently interpreted as reflecting success or failure under different political,
institutional, socioeconomic situations.

Public sector performance, moreover, must largely be viewed as non-financial.
Non-financial performance, however, has been defined differently under different
models of public administration. In the traditional, “formal rights” model, which
can be viewed as the first stage of the modern State, the dominant principle for the
evaluation of public administration was compliance with laws and regulations.
Therefore, the main implementation criteria were standardization and stabilization,
while performance indicators were related to inputs control (budget allocation and
actual use of resources) and conformance with standardized procedures.

In the second stage of the modern State, the so-called redistribution welfare
model, the critical principles became the quality of policies (taxation and redistri-
bution) and of priority setting among different groups of beneficiaries (individuals,
families, disadvantaged groups, etc.). Thus, performance was expressed in terms
of the amount of resources collected and allocated (again, input-related perfor-
mances) and actual numbers of beneficiaries reached (often operationalized as the
ratio between the pursued objectives of policies and the actual results of
implementation).

In the third stage, which can be labeled as the “welfare of services” model, the
output concept became more and more relevant. The implementation of policies
increasingly required the physical combination and transformation of inputs into
outputs as opposed to the simple transfer of financial resources from the govern-
ment to groups of beneficiaries. Consequently, the quantity and quality of outputs
as well as the government’s internal efficiency became more and more relevant, in
line with the New Public Management approach. Consistently, performance sys-
tems paid increasing attention to the quantity and quality of outputs as well as to
outputs—inputs ratios (productivity and efficiency of different resources such as
personnel, equipment, and data). In the 1970s and 1980s, hundreds of indicators
were developed for the whole organization and for specific government activities
(e.g., garbage collection, social services, education, health, maintenance of public
buildings, street construction and repair). These indicators were used for trend
analyses within the same government organization (improvement or worsening of
performances over time) as well as for comparisons and benchmarking across
different administrations.
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What is currently the last evolution of the modern State emerged in the late
1990s and was characterized by a shift from government to governance. Due to
technological innovations, social changes, and public finance constraints, the new
focus is on the external effects of public administration activities, that is, on out-
comes and policy impacts. The new key assessment criteria are appropriateness and
effectiveness of public administration. Consistently, performance measurement
systems have evolved toward outcome measurement, outcome—output ratios, out-
come—input ratios, policy impact indicators, and citizen satisfaction indicators.
However, the adoption and implementation of these performance indicators has
been problematic because often there is no agreement on what links outcomes with
inputs.

In conclusion, performance measurement systems and issues in the public sector
can thus be analyzed and interpreted in light of the following shifts:

from an internal (input—output) to an external (output—outcome) perspective;
from competition to collaboration or collaborative competition;
e from the separation between policymaking and administration/management to
the integration of the policy cycle (co-analysis, co-decision, co-design,
co-evaluation);
from a focus on specialization to one on interdependencies;
from silos responsibilities/financing to unitary responsibility/financing;
from organizational unit performance to institutional performance;
from professionals/bureaucrats to managers; and
from economic to social evaluation.

This book is a collection of papers that discuss the more recent aspects of this
evolution. It consists of five parts and includes 21 chapters. All of them combine a
conceptual as well as an empirical approach. Although they all contribute to a
systematic analysis of the topic from a theoretical standpoint, most of them also
provide relevant insights on the practical experiences of shifting the performance
management systems’ paradigm from outputs to outcomes in the public sector. The
field studies included in this book—under the shape of empirical cases, interviews,
and data analysis—are related to the experiences developed in different countries.

Part I of this volume aims at shedding light on problems and issues implied in
the design and implementation of “outcome-based” performance management
systems in the public sector.

The main debating points that this part addresses are as follows:

— What arguments encourage politicians and public managers to stick with outputs
while ignoring outcomes in performance measurement? What reasons could
urge them to adopt also outcome measures?

— How to define organizational performance, with a particular focus on outcomes?
How to measure it? How to design performance management systems that may
go beyond the measurement of individual performance?

— Are there any unintended behavioral effects associated with the use of outcome
performance measures? When designing and using outcome measures, is it



xii Introduction

possible to predict the possibility that performance paradoxes will arise, i.e., that
behavioral reactions of decision makers will only formally pursue the
achievement of the outcomes for which they are made accountable?

— How to design performance management systems that may support decision
makers in identifying and measuring the drivers impacting on outcomes? How
can performance management support elected officials and administrators to
adopt decisions that may impact on such drivers and therefore on outcomes?

Such debating points provide the core of the first four manuscripts hosted in this
volume.

The book begins with a chapter by Tomi Rajala, Harri Laihonen, and Jarmo
Vakkuri. The authors address the first set of the previously mentioned debating
points. In order to discuss the arguments against, or in favor of the use of outcome
performance measures, they propose a conceptual framework including five cate-
gories: information, controllability, legitimacy, nature of outcomes, and political
conflict.

The second chapter, by Alessandro Spano and Anna Aroni, contributes to the
framing of the second set of debating points, with a specific focus on health care in
Italy. Their research, based on an in-depth analysis of the content of the documents
published by a group of Italian public healthcare organizations, provides evidence
of a significant variance in the way organizational performance is defined and
measured. This difference is symptomatic of a difficulty deriving from the attempt
to implement a top-down performance management system enforced by law—as it
is in the case of Italy, not only in health care but in the entire public sector. This
phenomenon is also a strong sign of how cultural issues together with professional
and institutional factors systematically shape and affect the paradigm shift toward
outcome-based performance management systems in the public sector.

The chapter by Andrea Garlatti, Paolo Fedele, and Mario Ianniello provides
insights for the debate of the third group of questions. To this end, the authors
analyze the case of the labor policies in an Italian region (Lombardy), where
outcome performance measures have been adopted to foster decision makers’
accountability. The field analysis suggests that although the policy had been suc-
cessful, gaming behaviors by service providers worsened placement results.

The fourth set of questions is framed in the manuscript by Enzo Bivona and
Federico Cosenz, with a specific focus on health care. In this regard, the authors
analyze the case of Caesarean sections in an Italian region (Sicily). The causes
behind the difficulties of the regional healthcare system to reduce the rate of such
surgeries are discussed. The need of a dynamic performance management
(DPM) system is advocated in order to enable decision makers to effectively pursue
the desired outcomes. To describe the benefits of such approach for outcome-based
performance management in the analyzed case, a conceptual DPM model is out-
lined and discussed by the authors.

Part II of the book illustrates the experiences, problems, and evolving trends in
three different countries (Scotland, USA, and Italy) toward the adoption of
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outcome-based performance management systems in the public sector. Such anal-
yses are conducted at both the national and local government levels.

This part begins with a chapter by Bobby Mackie. The chapter illustrates the
difficulties in accommodating outcomes in performance management systems in the
Scottish national government. The author emphasizes how the analyzed case study
suggests that it is possible to gradually overcome such difficulties by developing
and encouraging an outcome-focused culture in public service provision. The
chapter also remarks how the alignment between national and local government
reforms is crucial in effectively implementing a paradigm shift from output to
outcome-based performance management.

The second chapter in Part II, by Henrik Minassians and Ravi Roy, discusses the
problem of the lack of consistency between performance measures and the overall
strategic planning goals. Such problem is discussed in relation to the characteristics
of: (a) the level of coordination between agencies in local government, (b) the
features of politico-administrative systems, and (c) leadership style. To debate such
issues, the chapter focuses on two research questions: (1) What role does the
politico-administrative structure of local county governments play in the design of
performance measures? and (2) How do elected officials use performance measures
in their decision-making processes? To address such questions, the cases of two
counties in Southern California are illustrated.

The third chapter in Part II, by Paolo Ricci and Renato Civitillo, addresses the
intrinsic limitations of a performance management system that focuses only on
financial measures. This problem is discussed under the perspective of the Italian
public sector system, where the role of legislation in adopting performance man-
agement systems has been stronger than the perception of the need to develop other
attributes as well, such as professional skills and an outcome-oriented performance
culture.

Part IIT of this book frames how outcome-based performance management can
enhance public governance and inter-institutional coordination. Often, governance
and coordination are conceived as targets to pursue by only acting on legislative
and administrative rules, and—more generally—on the institutional system design.
Though such levers undoubtedly matter to enhance coordination and governance,
they are not sufficient to this end. In fact, both professional/managerial and cultural
factors are relevant in designing and implementing sustainable reforms that may
insure effective new public governance.

The chapter by Carmine Bianchi and Guy Peters discusses the advantages of
designing dynamic and outcome-based performance management systems to
measure and foster inter-agency coordination in public service delivery. The cases
of social/health and food policies, with a specific focus on the US system, are
discussed. A generic dynamic performance management model to foster policy
integration and service delivery in highly dynamic and complex systems is then
illustrated and applied to food policies.

The chapter by Luca Brusati, Paolo Fedele, Mario Ianniello, and Silvia Iacuzzi
explores how inter-organizational Information and Communication Technology
(ICT) networks can improve performance in local economic development. To this
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end, the case of the Friuli Venezia Giulia Autonomous Region in Italy is discussed.
The case study demonstrates the powerful role of ICT in fostering inter-agency
coordination and outcome-based performance management through better gover-
nance. The authors also remark that “silos thinking” can be effectively challenged if
also a cultural change is implemented in the mental models of the decision makers.

The third chapter in Part III, by David Wheat and Eugene Bardach, faces the
problem of policy coordination under a different viewpoint, with respect to the
previous chapters. The authors discuss the causes of disappointing outcomes in
policy implementation. They link such phenomenon to a lack of communication
between actors in policy design and implementation. To counteract this problem,
they propose the use of system dynamics modeling and simulation. This is more
than just a simulation technique, since it provides a methodology that—through
mapping and model-building facilitation—may enhance a better understanding
of the relevant system structure and behavior. Therefore, it may support the design
of more consistent and “robust” public policies, whose implementation can be
conceptualized when policy design occurs. To illustrate how system dynamics
modeling can be helpful to this end, the authors discuss a rather famous case in
public administration literature: the so-called Oakland fiasco—analyzed by
Pressman and Wildavsky—a project to combat persistent unemployment among
minorities in Oakland, California, in the late 1960s.

Part IV of this book deals with the illustration of challenges and results from
different public sector domains.

We begin with a chapter by Maria Cuccinello, Greta Nasi, and Virginia Degara.
Through a systematic review of the literature, the authors discuss the status and
trends in measuring the outcomes from innovation processes in the public sector.
This is a longitudinal topic to many public sector fields. It also has a governance
dimension, since the impact of innovation often encompasses the domains of dif-
ferent agencies, institutions, and stakeholders in public service delivery.
Furthermore, it also crosses vertically two often-disconnected decision-making
areas, i.e., policymaking and administration. Through the analysis of concrete
experiences illustrated by the literature, the authors discuss what steps ahead should
be made to move forward in the use of more outcome-oriented measures in eval-
uating the impact of innovation. This implies—among other things—an effort
aimed at the following: (1) to better focus the specific features of innovation pro-
cesses in the public sector and (2) to frame innovation processes and gauge their
own outcomes in a more systematic and dynamic manner.

The next chapter, by Andrea Martone, Filippo Sciaroni, and Alan Righetti,
debates another longitudinal topic, i.e., measuring the impact of training on the
performance of public managers. The case of the Swiss Canton Ticino is illustrated.

The chapter by Isabella Fadda, Paola Paglietti, Elisabetta Reginato, and Aldo
Pavan discusses the cause-and-effect relationship between corruption and trans-
parency. Though such nexus may appear ambiguous, based on an empirical
research on published reports by the Italian regions, the authors illustrate how
corruption is a main cause of low transparency in reporting to various stakeholders.
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The three subsequent chapters focus on the topic of outcome-based performance
management in the domain of Italian Universities.

The chapter by Natalia Aversano, Francesca Manes Rossi, and Paolo Tartaglia
Polcini illustrates and debates the development of performance measurement sys-
tems in Italian Universities and discusses possible strategies to adapt such systems
toward international harmonization.

The chapter by Andrea Francesconi and Enrico Guarini discusses whether per-
formance management systems of Italian Universities are able to gauge the mea-
sures on which such institutions are ranked and receive funding from the national
Ministry of Education. Based on a field study on the reporting systems in Italian
Universities, the authors remark how the quality of performance management in
such institutions depends on their capability to gauge and keep under control the
performance measures upon which the Italian Ministry of Education allocates
university funding. The extent to which outcome-based performance management
systems should be focused mainly on the measures used for external performance
benchmarking or should also reflect also the specific internal context and strategy of
an organization is a debated issue in both theory and practice.

The chapter by Elisa Bonollo and Mara Zuccardi Merli illustrates how Italian
Public Universities have outlined their performance reporting on research, teaching,
and the so-called ‘third mission’.

Giancarlo Vecchi, in another chapter, frames the topic of outcome-based per-
formance management in the context of the Italian judicial sector. To this end, two
cases are analyzed, i.e., the Court of Milan and the Public Prosecutor’s Office of
Milan.

The concluding chapter in Part IV, by Marco Meneguzzo, Gloria Fiorani, and
Rocco Frondizi, proposes a multidisciplinary approach to analyze the case of the
Extraordinary Jubilee of Mercy. In this regard, they discuss the outcomes of such
event, in terms of inter-institutional and collaborative governance, cross-sector
collaboration, and joined-up government.

Part V of this book focuses on innovative methods and tools that may support
decision makers in dealing with the challenges of outcome-based performance
management in the public sector.

In particular, the chapter by Thomas Sexton, Christie Comunale, Michael Shane
Higuera, and Kelly Stickle shows the advantages of Data Envelopment Analysis to
enhance performance benchmarking, according to an outcome-based view. The
case of New York State school districts is illustrated.

The two concluding chapters, by Markus Schwaninger and Johann Klocker, and
by Hugo Herrera, illustrate the advantages of system dynamics modeling and
simulation to enhance outcome-based performance management.

The former is focused on the analysis and discussion of an Austrian hospital case
and, in particular, of its oncology section. The latter illustrates how system
dynamics may foster outcome-based performance management to enhance resi-
lience to climate change.
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We hope that this book will shed light on a topic that still today demands for a
deeper analysis (also through comparative research) and more empirical studies
illustrating good and bad practices in the field.

To conclude this work, the editors wish to thank both the authors and the
anonymous referees, without whom the publication of this volume might not have
been possible.
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Part 1
The Design of Outcome-Based Performance
Management Systems in the Public Sector



Chapter 1

Shifting from Output to Outcome
Measurement in Public
Administration-Arguments Revisited

Tomi Rajala, Harri Laihonen and Jarmo Vakkuri

Abstract Moving to outcome-based measurement systems in the public sector has
been difficult. In this article, we examine the contingent decision-making arguments
stimulating output instead of outcome measurement in public management. Based on
an argumentative literature review, we conclude that there exist several contingent
arguments encouraging politicians and public managers to stick with outputs while
ignoring outcomes in performance measurement. Mapping out these arguments
contributes to understanding the difficulties in implementation of outcome-based
measurement and management systems. This understanding is highly useful in
performance management research and policy practice. We also suggest that these
contingent arguments may be considered proposals for the future research in the area
of public financial management and public sector performance measurement.

Keywords Outcomes - Outcome-based performance measurement systems
Politicians - Public managers - Contingent arguments

1.1 Introduction

Outcome information is relevant to the public sector because it reports whether or
not public services are producing desired outcomes to the society (Hatry 2005).
This information is important to public managers seeking to improve performance
as well as to other stakeholders such as voters and politicians aiming for a better
societal welfare. However, it has remained extremely complicated to establish an
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outcome-oriented measurement system for public sector purposes and practices.
Governmental organizations continue to use output measures more often than
outcome measures (Ferlie et al. 2005). This study aims to explore contingent
arguments as to why output measures are sometimes preferred over outcome
measures in the public sector.

There are many contingent arguments intrinsic to public sector behavior and
performance measurement that have been acknowledged and addressed by the
previous research literature (e.g., Smith 1996). However, the previous research has
not been able to systematically and comprehensively understand contingent
decision-making arguments for resisting the shift from an output-based to an
outcome-based measurement system. Our study aims to fill this research gap by
gathering these arguments together and presenting them under two topics: (1) pur-
sue of value for money (second section) and (2) control of legitimacy (third sec-
tion). In the value for money section, we are searching for arguments indicating that
output information would provide more value for money than outcome information
because the costs are bigger and/or benefits are not so evident in the latter. In the
chapter, dealing with control of legitimacy, we are looking for arguments impli-
cating that output information would provide more control over legitimacy than
outcome information. Since legitimation (Bouckaert 1993) and value for money
(Jackson 2012) are important parts of performance information use, this approach
can be seen as justified.

The research follows constructivist epistemology (e.g., Guba and Lincoln 1998)
and the logic of abductive reasoning (e.g., Peirce 1998). The contingent arguments
are constructed from scientific arguments presented in performance management
literature. As an example of our method, consider the following scenario: “scientist x
has noted in her research that outcome measurement is not supported by the current
entity-based information systems, and scientist y has stated that the current infor-
mation systems support output measurement.” From these statements, we form a
contingent argument stating that current information systems support output mea-
surement and do not support outcome measurement. By forming this argument, we
would create one possible answer to our research question. In the conclusion section,
we place all these arguments under broader categories constructed in this study.

We conducted an argumentative literature review in order to construct these
arguments. An argumentative literature review examines literature selectively in
order to support an argument already established in the literature. The aim of this
type of literature review is to develop a body of literature that establishes a con-
trarian viewpoint (Kennedy 2007). The contingent arguments presented in this
article form a contrarian viewpoint to outcome measurement advocates listing the
benefits of outcome measuring (see, e.g., Hatry 2005) compared to output mea-
suring. These arguments describe mental models that argue against the use of
outcome measures and favor output indicators. By “contingent” it is indicated that
the truth value of every argument is contextual, not universal. Furthermore, these
arguments are not meant to be normative in any way, and their truth value may even
be untrue. The point of this article is to raise discussion on whether or not outcome
measurement can have negative effects in public sector.
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As a main theoretical contribution, this research gathers together the dispersed
arguments describing the possible reasons why output measuring is often more
established than outcome measurement in the public sector. These reasons are
described in the contingent arguments, and they can be understood as problems and
limitations that incentivize public sector actors not to adopt outcome measurement.
Understanding of these reasons is one of the first steps in better comprehending
non-use of outcome measurement. The second significant theoretical contribution is
the recognition of the future research questions proposed in this study. We are
hoping that future research would examine empirically whether or not these
arguments are capable of explaining why the implementation of the outcome
measurement has been difficult.

Figure 1.1 depicts the structure of this article. Following the introduction, first,
we examine whether or not outcome measurement provides less value for money

1. Introduction
The research gap and question: what are the contingent arguments that favor
outputs instead of outcomes in performance measurement?

{

2. Valuefor money —
output versus outcome measurement
Discusses the following questions:
2.1 How difficult is the conceptualization, measurement, and interpretation of
outcomes compared to outputs?
2.2 How useful is outcome informationin budgeting and performance
management compared to output information?
2.3 To what extent does outcome information satisfy the information need

compared to output information?

3. Controlling legitimacy -
output versus outcome measurement
Discusses the following questions:
3.1 How can outcome or output results be controlled?
3.2 Canthe distribution of output or outcome information be controlled and is
outcome information riskier than output information?

!

4. Conclusionsand implications
The synthesis and
future research questions

Fig. 1.1 The overall structure of the research
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than output measurement. Second, we investigate how legitimacy is affected by
these two types of measurement. The final part includes conclusions and future
research questions.

1.2 Value for Money—OQOutput Versus Outcome
Measurement

Value for money refers to the ideal combination of whole-life costs of public
services and fitness for the purpose of meeting the user’s requirements (Jackson
2012). Both the outcome and output measurement have a purpose and cost. The
important question in the context of this article is whether or not output measure-
ment could provide more value for money than outcome measurement. More value
for money would here indicate that output measures are cheaper to produce and/or
they offer more fitness for purpose than outcome measures according to scientific
arguments. Thus, in this section, we are displaying arguments presented in the
literature which state that the costs of outcome measurement can be high. We are
also representing previous academic statements asserting that the costs of output
measuring are often low. In addition, we present ideas expressing that it might not
be possible to determine the purpose of producing outcome information, or the
fitness for purpose may be lacking when outcomes are attached to the performance
management system and budgeting system. Thus, the use of outputs can seem more
favorable in these situations to public managers and politicians.

1.2.1 Outputs Versus Outcomes: The Conceptualization,
Measurement, and Interpretation

As noted by Hatry (2006), two different types of outcome exist: intermediate and
end outcomes. Intermediate outcomes lead to the ends desired, but they are not ends
in and of themselves. The end outcomes are the desired results of the program
according to the program customers and citizens (Hatry 2006). Vedung (1997)
identifies an additional outcome type: immediate outcomes. These outcomes hap-
pen right after the actions are taken, whereas intermediate outcomes occur in the
causal chain following immediate outcomes (Vedung 1997). However, in Hatry’s
(2006) typology, immediate outcomes can be placed under the concept of inter-
mediate outcomes without breaking any theoretical assumptions of intermediate
outcomes.

Vedung (1997) has also recognized more comprehensively the complex nature
of outcomes, naming several different outcome types as follows:

1. Outcomes for customers and society.
2. Quantitative and qualitative outcomes.
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Subjective and objective outcomes.
Short- and long-run outcomes.

External outcomes and internal outcomes.
Positive and negative outcomes.
Expected and unexpected outcomes.
Intended and unintended outcomes.
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Yeung and Matheison (1998) identify six different areas where outcomes can
appear: economic performance, competitiveness, education, health, environment,
democracy, and freedom. Outcomes can also occur at the program/service level, the
agency/organizational level, the state/community level, or any combination thereof
(e.g., Martin 1997). Thus, some outcomes for public sector bodies may occur at a
societal rather than at an organizational level (McGill 2001).

The public sector has multiple outcomes at different hierarchical levels; mean-
while, different units on the same hierarchical level can consider different outcomes
to be important to them. Ideally, a goal congruency exists among these different
goals set by units within the public sector organization, but this might not always be
the case. For example, the General Accounting Office (1997, p. 6) has reported that
“mission fragmentation” is common at the federal government level in the USA,
and it is difficult to get stakeholders to think beyond their own program operations
to the diversity of activities related to the common outcome.

The complex nature associated with conceptualizing the outcome becomes
evident when all of these outcome categories and areas are combined in the public
sector’s hierarchical and horizontal dimensions. Bounded rationality and lack of
know-how can magnify the complications associated with outcome definition. For
example, researchers have documented problems in understanding the difference
between outputs and outcomes (e.g., Dugan and Hernon 2002). As Hogwood and
Gunn (1992, p. 17) point out, the distinction between outcomes and outputs is often
blurry in practice.

Outputs describe what the public sector does (Rosen 1993), whereas outcomes
describe the effects that have been caused directly and indirectly by the outputs
(e.g., Talbot 2010). The decision considering outputs of a program boils down to
the following question: What are the goods and services the public sector wants to
produce? No matter what the output is, all the different kinds of outcomes listed
above in various areas can occur. By comparing one output to another output, only
two things are compared. However, whenever the possible outcomes of the two
outputs are compared, the comparison becomes far more complex. Identifying all
the relevant outcomes can take more time and effort than the output identification.
Value for money may not be achieved because the cost of conceptualization is too
high in outcome measurement.

If outcomes cannot be defined, they cannot be measured. A key question is
whether or not decision-makers agree on which types of outcomes are the most
optimal and which ones can be ignored. In the public sector, a high level of
subjectivity often relates to outcomes, and thus, even reaching consensus on out-
comes can be difficult (e.g., Kurunmaki and Miller 2011) because outcomes can be
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multi-dimensional, qualitative by nature, and impossible to represent as a single
quantitative measure (Carlin and Guthrie 2003). The difficulties in defining the
outcomes are well known in different countries (e.g., Carlin and Guthrie 2003). For
instance, Heinrich (2002) learned that federal managers in the USA considered the
outcome-based performance management systems to be conceptually and practi-
cally one of their most difficult tasks to complete. By comparison, outputs often are
easier to identify (e.g., Bandy 2011, p. 76). Moreover, usually outputs have to be
defined because public sector produces outputs. However, it is not required to
identify and name the important and unimportant outcomes in order to get the
public production up and running.

It is common that different political parties strive for different societal outcomes
(e.g., Spoon and Kluver 2014). Political outcome goals may inhibit outcome
measuring if these outcome goals are contradictory. The inconsistency between the
policy objectives set by politicians and the goals of executive agencies also creates
problems in the public sector (e.g., Smith 1995). The policy objectives are contested
both among politicians as well as between politicians and managers (Agranoff and
McGuire 2001). There is often little consensus as to what constitutes outcome
because the large number of diverse stakeholders in the public services holds
different expectations toward these services (Smith 1996). The complex nature of
outcomes can intensify this rivalry whenever outcomes are policy objectives instead
of outputs. The increased number of options in conceptualization simply offers
more possibilities for disagreement. Investing resources in outcome measurement
can lead to conflicts and inefficient resource use if outcomes cannot be defined or
measured. If this scenario occurs, the purpose of outcome measurement cannot be
identified properly.

Contingent argument: outputs are easier, cheaper, and less time-consuming to define and
conceptualize than outcomes (nature of outcome, nature of output, and conflict
orientation).

1.2.1.1 Technical Aspects of Measurement

Measuring outcomes can be astonishingly difficult (Smith 1996), and on the other
hand, calculating outputs is usually fairly straightforward (Newcomer 2007).
Obtaining information about the intervening variables affecting outcomes causes
problems (Miller and Fox 2007), whereas variables that influence output production
can be monitored and detected more easily in many cases. The problem with
intervening variables in the context of outcomes is related to the problem of
monitoring citizens and societal activities round-the-clock holistically. Anthony and
Young (1988, p. 608) summarize this common problem that plagues many outcome
performance measures (here “social indicator” means “outcome’):

A social indicator is a broad measure of output which significantly reflects the work of the
organization. Unfortunately, few social indicators can be related to the work of a single
organization because in almost all cases they are affected by exogenous forces; that is,
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forces other than those of the organization being measured. The crime rate in a city may
reflect the activities of the police department and the court system, but it is also affected by
unemployment, housing conditions, and other factors unrelated to the effectiveness of these
organizations... Social indicators are so nebulous, so difficult to obtain on a current basis,
so little affected by current program efforts, and so much affected by external influences that
they are of limited usefulness in day-to-day management...

In public and private contexts, some outcomes cannot be measured directly, and
some outcomes are not measurable at all (e.g., van der Valk and van Iwaarden
2011; Newcomer 2015). In such cases, output measurement has to suffice
(Cunningham and Harris 2001). In addition, factors related to the reliability,
validity, and accuracy of the measurement may favor output instead of outcome
measurement. As Mcphee (2005) points out, the reported information on output
tends to be better than for outcomes because output indicators are often more
appropriate and the method for output measurement is usually more robust and
reliable than for outcomes. Outcomes are often encompassed by values of quality
and satisfaction (e.g., Chalmers 2008). They are considered to be more difficult to
measure than outputs (Curristine et al. 2008), which are often more quantitative by
nature. As a consequence, outcomes are not utilized nearly as often as outputs in
practice (e.g., OECD 2013).

One permanent problem with outcomes is that the impact of any governmental
action requires information about what would have happened to citizens if those
actions were not executed (e.g., Heinrich 2002). When assessing the effectiveness
of government actions, it is difficult to isolate and measure the real difference
between doing something and doing nothing. Again, unmeasured intervening
variables and moderator variables can explain outcomes better than measured ones.
On the contrary, doing something and doing nothing can be seen rather easily on
production volumes (e.g., Rosen 1993).

Outputs are usually cheaper to measure (e.g., Marks 2005). In contrast, mea-
suring all the relevant aspects of the outcomes would normally require rigorous
quantitative and qualitative methodology with subjects over prolonged time periods
(Schalock 2001). In such cases, outcome measurement can require extensive
resources or tunnel vision focusing on some aspects while ignoring other critical
aspects associated with outcomes by reducing the number of indicators used to
track outcome development in the name of measurement efficiency (Lowe 2013). If
extensive outcome measurement is chosen, frontline workers will often have to
devote more time to reporting and less time to service production (e.g., Keevers
et al. 2012). The question here might simply be whether we want to focus on
reporting or on the actual service production.

Conflicts about the usefulness of different approaches to public sector perfor-
mance measurement do exist (Harrison et al. 2012). Agreeing on appropriate per-
formance measures has proven difficult in hybrid organizations (Kurunmaki et al.
2003). Performance measures are generally not neutral in the public sector context
(e.g., Van de Walle and Van Dooren 2010), and there exist divergent opinions
about the right performance indicators among politicians and between politicians
and managers (Agranoff and McGuire 2001). The development of political debate
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dictates the assessment of public sector performance (Stewart and Walsh 1994).
Because there can be a lack of consensus regarding the right indicators, perfor-
mance measurement can cause dysfunctional effects (van Thiel and Leeuw 2002).

According to Chan (2004), outcome measures often are more difficult to define
than output measures. Lack of consensus from the right outcome measures often
occurs (Newcomer 2015). Again, the complexity of outcomes offers more possi-
bilities to measure, meaning that there are more alternatives from which to choose
the performance indicators. The diversity of preferences typical to public sector can
utilize these alternatives to create conflicts. These conflicts can induce more costs
and mean that the purpose of outcome measurement cannot be defined.

Contingent argument: outcome measurement causes more costs and conflicts about the
right measures than output measurement. Meanwhile, outcomes cannot be measured
comprehensively, whereas outputs can be (nature of outcome, nature of output, and
conflict orientation).

1.2.1.2 Interpretation Problems in Outcome Results

The analysis of causes explaining the outcomes is often more complicated than the
analysis of the activities producing the outputs (e.g., Pollitt and Bouckaert 2004).
The linkage and interaction between outcomes, outputs, intervening variables,
and/or moderator variables makes the interpretation of outcome results considerably
more difficult (e.g., Mascarenhas 1996). How different policies, programs, and
agencies contribute to outcomes is often unclear (Newcomer 2015). The fact that a
perception in a complex issue depends on when, where, and who is making the
interpretation does not help in outcomes analysis (e.g., Kunda 1990; Van Maanen
and Schein 1979). These complications in detecting the causes explaining the
outcomes are called “the attribution problem” in the previous literature, and several
researches have addressed this problem (e.g., Taro 2015).

Complex outcomes may cause information overload for politicians and public
managers and therefore deteriorate the quality of decisions (c.f. Hahn et al. 1992).
For this reason, simpler output information may seem a better choice (e.g., Chaston
2011). Kristensen et al. (2002) point out that politicians and public managers can
devote focused attention to only limited areas at a time, and these actors have
constraints on how much information they can utilize in their decision-making. If
the outcomes form from complex processes, the decision-maker may not be able to
utilize all of the information relating to the outcome achievement. Outcome mea-
surement may not provide sufficient value for money if it deteriorates the quality of
decisions or the information remains unused because we cannot interpret it properly
or without conflicts and debates.

Contingent argument: interpretation of outcomes is more difficult and more prone to
produce conflicts than interpretation of outputs (nature of outcome, nature of outputs, and
conflict orientation).
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1.2.1.3 Output as a Reflection of an Outcome

When outputs reflect outcomes reasonably well, the value of producing additional
outcome measures can be very low. It is therefore important to analyze how well
current outputs can approximate outcomes of a public organization (e.g., Smith
1996). For example, in the private sector, there often is no need to measure cus-
tomer outcomes because the customers’ valuation of the products and services
reflects their willingness to pay for them (Smith 1996). In a similar fashion, the
willingness to use, for example, the public sport facilities or the public parks can tell
us something about the customer valuation placed on these types of goods and
services.

Contingent argument: outputs reflect outcomes adequately and accordingly; there is no
need for outcome information (nature of outcome and nature of output).

1.2.2 How Outputs and Outcomes Connect to Budgeting
and Performance Management

The budget demonstrates whether or not there is political and managerial demand
for outcome measurement (c.f. Greenwood et al. 1977). The budget process
reminds us that there are opportunity costs for measuring outcomes. The interesting
question in the resource allocation context is what makes output measurement more
desirable than outcome measurement. The answer is threefold, relating to costs,
current information systems, and the purpose of such systems.

From the perspective of budgetary allocations, the decision-making problem is
about comparing uses of resources to the added value of measurements. Assuming
that the added value is perceived to be similar between the two types of mea-
surement, cost of measurement defines the choice. Performance information often
focuses on output levels because these are easy and less costly to define, measure,
and analyze. By comparison, program outcomes tend to be much more difficult to
identify, measure (e.g., Robichau and Lynn 2009), and analyze (e.g., Mascarenhas
1996). For these reasons, outputs may be preferred. If the outcome information is
more expensive than output information, the former would have to provide more
value than the latter in order to be the first choice of the decision-maker when these
two types of measurement are competing on the same resources.

Contingent argument: From the budgetary perspective output measurement may provide
more value for money because the nature of outcomes is problematic and more expensive to
measure and analyze comprehensively (opportunity costs/competition for resources).

The necessity of coupling the budget process to outcomes may be one reason
explaining why output measuring is preferred over outcomes in the public sector.
As Kristensen et al. (2002) stated government budgeting and financial systems may
currently only be capable of generating rudimentary matches of resources and
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outcomes. It is difficult to put a price tag on outcomes (e.g., Midwinter 2009). In
contrast, calculating the cost of achieving required output levels is a rather estab-
lished procedure (e.g., Anderson et al. 2000). There is thus a twofold problem with
connecting outcomes to budgets. The problem with cost calculation is more fun-
damental because it has to be solved before any information system can be built.
However, the problem involving information systems should not be understated
either. Performance measurement in the public context is often based around the
traditional vertical hierarchies of government departments and developed within
individual legal entities (e.g., Ryan and Walsh 2004). Outputs are often created in
these entities, whereas end outcomes are not (e.g., Mayne 2007). Systems supplying
information on the costs and benefits of working across accounting entities would
be needed in order to do pooled budgets that assign resources to service outcomes,
for instance (Hodges 2012). Thus, information systems may not support outcome
measurement.

Contingent argument: outcome measurement requires too many investments in information
systems, while output measurement does not (information system).

Difficulties in cost calculations mostly relate to the fact that outcomes may not be as
accurately specified and measured as outputs. Also, the causal link between inputs
and outcomes is often more difficult to perceive than the link between inputs and
outputs. Thus, uncertainty may arise over how changes in resource levels may affect
overall performance (Kristensen et al. 2002). This problem causes difficulties,
especially at the state and community level. Connecting resources and outcomes to
the change in indicator values in the state and community level is difficult at best,
and it raises validity issues that are not encountered at the other levels (Rossi 1997).
As stated by Kristensen et al. (2002), outcome budgeting raises many difficult
questions. For instance, who should estimate the resources needed for outcomes
that are a result of cross-sectional government operations? And should outcome
targets be set first and then resources after the targets or vice versa (Kristensen et al.
2002)? These quite practical questions demonstrate the challenging problems out-
come budgeting can generate (e.g., Grizzle and Pettijohn 2002).

Timeliness is an important feature of the performance management system
(Heinrich 2002). The ability to provide timely feedback to public managers creates
opportunities for performance improvements and for adjustments in budget alloca-
tions, service contracts, management practices, and training strategies. The chal-
lenge here is to provide outcome information in a timely manner so that it can be
connected to day-to-day performance management. If outcome information cannot
be used in operational performance management, the purpose of providing such
information becomes compromised.

According to Heinrich (2002), federal agencies in the USA have found it par-
ticularly difficult to transform their long-term missions or strategic goals into annual
performance goals. These federal agencies have also found predicting the level of
performance results attained over a shorter term to be particularly challenging. For
this reason, short-run rather than long-run measures are normally used in perfor-
mance standards systems (Heinrich 2002). The indication here seems to be that
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outcomes cannot be utilized if they require long-run measures, as they often do.
A longer time frame is usually needed because evaluating how the programs have
affected the outcome takes time (Bovaird 2014). Outputs, on the other hand, are
more suitable for those performance management systems that aim to provide
feedback with minimal lag from actual performance because outputs can usually be
detected, measured, and reported more instantly and easily than outcome infor-
mation. Outputs also can be used to control work more efficiently because, by
defining outputs, the public managers and politicians actually define what is done at
the operating level (e.g., Snell 1992). Outcomes, on the other hand, may provide
more freedom to the frontline workers. For instance, it does not matter what precise
actions are taken as long as customers are satisfied.

Contingent argument: it is difficult to do budgets for outcomes and use outcome infor-
mation in day-to-day performance management whereas outputs can be more easily
connected to budgeting and performance management processes (nature of outcomes and
nature of outputs).

1.2.3 The Information Need

According to Dervin’s (1983) sense-making approach, information needs arise from
the gap that exists between the current situation and the desired situation, from the
process that tries to make sense of the current gap and from the efforts to bridge that
gap. Put simply, information needs are conceived as individual attempts to answer
questions and to make sense of a gap in order to move from the current situation to
the desired situation (Dervin 1983).

If low information need causes problems for the adoption of outcome mea-
surement, the politician or public manager fails to see outcome information as
beneficial for four reasons. Firstly, outcome information perhaps cannot help the
politicians and public managers to understand which outputs will produce certain
outcomes. In this situation, the outcome information does not provide enough data
on how to change the current system; therefore, this information does not lead to
action. The lack of mutual congruence in the results analysis may also mean that the
information would remain unused. Secondly, it might be that the political system
and public managers cannot agree on what the desired situation, or outcome, should
be. Thus, there exist multiple views on the situation, which leads to an inability to
determine the kind of information is needed collectively in order to improve the
quality of life in society. Thirdly, the lack of know-how in performance measure-
ment can lower information needs if it is acknowledged that these limitations could
deteriorate the quality of the information to a level where it is no longer useful.
Finally, the information can be seen as a blame attractor and as uncontrolled risk if
outcomes are not in control and transparent information is needed for the sake of
legitimacy.
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Contingent argument: outcome information is costly to produce and the value to the
decision-maker is equal or less than output information, which is why output information is
preferred (information need).

1.3 Controlling Legitimacy—QOutput Versus Outcome
Measurement

It has been stated that the main motivation for the use of performance information is
legitimacy-seeking rather than efficiency maximization (Modell 2001). For exam-
ple, in symbolic use, the information can be used for legitimation purposes (Van de
Walle and Van Dooren 2008). Thus, legitimacy can be considered an important
aspect of the implementation of performance measurement, and therefore, it is
justified to look how produced output and outcome information can be managed
and controlled in order to gain legitimacy. Suchman (1995, p. 574) describes le-
gitimacy as “a generalized perception or assumption that the actions of an entity are
desirable, proper, or appropriate within some socially constructed system of norms,
values, beliefs, and definitions.” To Zimmerman and Zeitz (2002), this social
system is a very broad concept that includes the operating environment in which the
organization functions and which it needs to demonstrate consistency. Legitimacy
can also mean the congruence between the organization’s activities and outcomes
and society’s values, norms, and expectations (Ashforth and Gibbs 1990). In order
to understand how legitimacy can be managed, it is important to take a more
detailed look at the ability to control the output and outcome achievement, as well
as the distribution of the performance information describing these achievements.

1.3.1 Controllability of Results

Gaining, maintaining, and repairing legitimacy may be more problematic when
outcomes are reported instead of outputs. This difficulty rests in the fact that outputs
often have higher controllability than outcomes (Irwin 1996).

Contingent argument: due to higher controllability earning legitimacy with output rather
than outcome information renders more control (control of legitimacy).

Lack of control also leads to problems in accountability. It seems that using outputs
in performance management could lead to situations where the government has
fewer difficulties holding an agency accountable for delivering the agreed-upon
outputs (Mayne 2007). Outcome measures, on the other hand, may be subject to
multiple determinants, with the budget holder’s activities representing just one. It is
harder for the government to hold the agency accountable for outcome achievement
if an agency has only partial control over outcomes (Mayne 2001). In a similar
fashion, ministers cannot be held accountable if the outcomes are not within their
control (e.g., Irwin 1996). In addition, the time frame related to outcomes is
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troublesome because there can be extensive time lags between resource use and
performance outcomes (e.g., Bovaird 2014). Consequently, the attribution problems
not only make it difficult to interpret outcome results but also produce problems to
accountability (Mayne 2001).

Attribution of responsibility for outcomes becomes even more problematic when
the services are supported by multiple funding sources or various providers, such as
health service providers, measures are affected by so many determinants that
change in outcomes cannot be attributed to the effectiveness of a specific program
alone (U.S. Department of Health and Human Services 1997).The uncontrolled
nature of outcomes can also raise another challenging question: whether or not it is
politically or professionally wise to promise to deliver outcomes instead of outputs.
It can be daunting to manage efforts to achieve outcomes that require actions across
different agencies or will be achieved by more than one hierarchical level of
government (Kristensen et al. 2002).

Contingent argument: while outputs are under control, politicians or public managers have
only partial control over outcomes and only partial accountability for the results. Thus,
outcomes may offer less tools for principals to control performance (control of
accountability).

1.3.2 Controllability of Information

Van de Walle and Van Dooren (2010) note that information relates to power
structures because any new information about the performance of organizational
departments may have a significant effect on future budgets or staff allocations.
Even the survival of the department within the wider organization can depend on
performance information. It is therefore in organizational actors’ interests to control
information flows (Van de Walle and Van Dooren 2010).

If government agencies were to focus on outcomes, the stakeholders should
understand that the agency is only one of many factors likely to affect outcomes
(e.g., Schalock 2001). This recognition would explicitly indicate that public
agencies have only partial control and, therefore, only partial accountability,
according to the stakeholders (Hatry 1997, p. 2). Without this recognition from
stakeholders, blame games and blame avoidance strategies will most likely play a
role in performance management. However, the opposition versus government
setting can prevent such recognition because political opposition can do little other
than generate blame. They cannot hope to have an effective voice in the process of
policy formulation so long as there is a majority government in the parliamentary
system (e.g., Weaver 1986). Thus, whenever there exists opposition, there may also
exist a need to control information.

Itis an interesting question whether or not there is a larger need to control outcome
information than information that describes outputs. To answer this question, we need
to ask: What do the outcome and output information tell us, exactly? If the output goals
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are not met, it indicates that the government is not operating efficiently. However, it
cannot be inferred from output levels that the government is doing the wrong things.
Failing to achieve outcome goals more directly raises the question of whether or not
the government is actually doing the wrong things. Thus, the comparison between
output and outcome measurements relates to the comparison between efficiency and
effectiveness, where efficiency is “doing things right” and effectiveness is “doing the
right thing” (e.g., Gleason and Barnum 1982).

Doing the wrong thing is a more severe error than doing the right thing ineffi-
ciently. Taking the wrong actions not only wastes public resources but can also
lower citizens’ well-being. Thus, outcome indicators have the potential to show
more fundamental problems in government operations than output indicators.
Moreover, doing the wrong things demonstrates problems in the political system
and in the current government’s visions. For politicians and public managers, the
rationale may be to think that nothing is worse than providing outcome information
demonstrating that public sector is doing the wrong things. However, it is uneasy to
demonstrate that the government is actually doing the wrong things because of the
inherent ambiguity analysis of outcomes.

From the perspective of accountability, outputs provide no justification for failures.
This observation could indicate that the agent accountable for the outputs would have
a greater stake because no excuses for failure would be available when output levels
are not achieved. If the existence of blame avoidance is assumed, there is a need to
control output information. Outcomes, on the other hand, offer only partial control
over results; however, this partial control also offers justification to fail.
Understanding the nature of outcomes would therefore diffuse the blame, avoiding the
need to use blame avoidance strategies. Thus, it is unclear which type of information
can be a bigger threat to legitimacy. Ultimately, if people react to reality as they
perceive it and not to reality itself (Lewin 1936), then the need to control different
information types depends upon stakeholders’ reactions. In general, citizens tend to
attach outputs and outcomes to specific programs (Taro 2015). If so, then we are back
to comparing the harmful consequences of effectiveness and efficiency information.

According to Wholey and Hatry (1992), public managers fear that elected
officials, interest groups, and the media may use outcome information as fodder for
attacks. The possible misuse of negative findings is a risk that comes with per-
formance information (Wholey and Hatry 1992). This fear is not unjustified because
it is a common phenomenon in politics (and in human behavior) that negative
information produces more activity and impact than positive information (Rozin
and Royzman 2001). This negativity bias encourages the avoidance of bad publicity
and can influence the willingness to provide performance information.

Because outcomes are not under the control of politicians and public managers,
transparency can generate bad publicity and adverse effects by putting poor results
in the spotlight every time a partially uncontrollable outcome goal is not achieved.
The effects of poor results depend on whether the public sector is applying full
transparency (c.f. Rousseau 1772), direct transparency (c.f. Bryan 2010), or indirect
transparency (c.f. Hood 2007). For these reasons, the ability to control information
is linked closely to the chosen state of transparency.
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Information can be controlled in two ways: by inhibiting information production
or by controlling what information is delivered and to whom. The inability to
determine who gets the information may lead to situations where outcome mea-
suring will be inhibited because this is the only way to ensure that information
about the negative results does not end up in the hands of opponents.

Contingent argument: outcome information may expose more severe errors in public sector
actions than output information. The inability to control the distribution and production of
the outcome information in a transparent setting may attract too much blame and trigger
dysfunctional behavior, conflicts, and blame games (controllability of information and
conflict orientation).

By evaluating the credit-claiming and blame-avoiding opportunities in different
situations, it becomes apparent that politicians or public managers may choose to be
loss averse, risk averse, risk neutral, or risk seeking. Depending on this choice, the
arguments introduced in this research can be valued differently. For example, a
risk-seeking politician might not care about the possibility of outcome measurement
producing bad publicity or conflicts in the institution; by comparison, loss-averse
politicians may care a great deal and make a choice accordingly. Typically, people
are more loss averse (Tversky and Kahneman 1992), and politicians often choose to
be risk averse (Weaver 1986). The constituencies and beneficiaries may also prefer
that the results of the government program go unmeasured because this measure-
ment could demonstrate that the program has actually been ineffective, of little
value, or unimportant in achieving the desired effect or impact in the society
(Kristensen et al. 2002).

Contingent argument: loss-averse politicians and public managers try to avoid conflicts,
professional and political disasters, resource wasting, and legitimacy losses. They will not
promise to deliver outcome information because outcome results may be ticking time
bombs that are beyond their control, at least partially (loss aversion).

1.4 Conclusions and Implications

As a main contribution, we found several contingent arguments relevant to politi-
cians and public managers. These arguments can be examined when the transition
from output to outcome measurement is undermined (see Fig. 1.2). The arguments
are linked to each other, and together, they form a complex network of issues that
may influence the decision-makers to reject or resist outcome-based performance
management.

We organized the wide array of arguments under two more general topics. We
looked at whether or not outcome measurement provides value for money and
improves legitimacy. However, we are fully aware that the arguments could have
been organized differently. In order to develop our theoretical-conceptual frame-
work, we now reorganize all the contingent arguments presented in Fig. 1.2 under
broader categories:
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Fig. 1.2 The contingent arguments to ignore outcome measurement

Information (information need and information system).

Controllability (controllability of results and information).
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Nature of outcome measurement (nature of outcomes).

Political conflict (competition for resources, conflict orientation, and loss
aversion).

NS

These categories can be used to assess relevant contingent arguments that may
inhibit the development of outcome measurement. Past and future research on
outcomes can also be classified according to the above categories.

We do not assume that all the contingent arguments are present or assessed at the
point of decision-making. In fact, it is probably more likely that some arguments are
not even recognized by the decision-maker. We only assume that if at least one
contingent argument is acknowledged and considered by politicians or public
managers, outcome measurement may be rejected. We also acknowledge that these
arguments can be valued differently by various politicians and public managers, and
this valuing most likely varies among different decision-making situations. We also
do not exclude the possibility of emergence: The whole could somehow differ from
the parts (c.f. Morowitz 2002), and the final decision may deviate from the decision
made purely based on weighting and calculating all the arguments, either favoring
or opposing outcome measurement.

Finally, these contingent arguments can potentially enrich our theoretical and
analytical view of the institutional practices and problems of developing outcome
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Table 1.1 The future

' Future research questions
research questions

What type of information need can the outcome information
satisfy, and how should the use and context of use be designed
based on this need? (information need)

How would the current information systems have to be
expanded or transformed if cross-sectional outcome
measurement is to be connected to day-to-day management?
(information system)

Do voters, political opposition, and other stakeholders
understand that the government has only partial control over the
outcomes, or do they exploit bad outcome results in order to
gain advantage in elections and political decision-making by
using blame games? (controllability of results)

Does transparency positively or negatively affect incentives to
measure outcomes? (controllability of information)

Are voters, politicians, and public managers attaching outcome
measurement to legitimacy in general? (control of legitimacy)

Do politicians, public managers, and voters recognize the
complexity of outcomes and the political power associated with
outcome measurement? (nature of outcome)

In which situations can outputs reflect outcomes adequately and
accordingly? (nature of outputs)

How high is outcome measurement in the hierarchy of needs
when resource allocations are considered by politicians and
public managers? (opportunity costs/competition for resources)

How does a conflict-oriented environment affect incentives to
measure outcomes? (conflict orientation)

Are public managers and politicians risk averse, loss averse,
risk neutral, or risk-loving when it comes to deciding whether or
not to implement the outcome measurement? (loss aversion)

measurement in public administration. Therefore, we suggest that these contingent
arguments be taken as proposals for the future research endeavors in the area of
public financial management and public sector performance measurement (see
Table 1.1). If these contingent arguments are supported by the empirical evidence
in future research, they can be obstacles preventing the implementation outcome
measurement. Taken into consideration the importance of outcome information to
the stakeholders of the public sector, this threat cannot be taken lightly.
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Chapter 2
Organizational Performance in the Italian
Health care Sector

Alessandro Spano and Anna Aroni

Abstract The public sector performance management (PM) literature is particu-
larly rich as this topic is one of the most appealing for public sector scholars (Pollitt,
J Public Adm Res Theory 6:25-44, 2005). However, organizational performance
(OP) has been neglected across the world (Andrews et al. J Public Adm Res Theory
21:1301-i319, 2011) as well as in the Italian public administration (Martin and
Spano, Public Money Manag 35:303-310, 2015). This chapter investigates how OP
is defined, measured, and evaluated in the Italian health care sector. Our analysis
showed the limited use of performance management in Italian public health orga-
nizations and a high variability in the way OP is defined and measured. This makes
it difficult to compare the results of different organizations. For this reason, future
standardization could allow policy makers to improve the accountability.

Keywords Organizational performance - Health care - Italian public sector

2.1 Introduction

The issue of OP is of particular relevance in the healthcare sector, where the impact
of health organizations on individuals’ lives is significant and measures of OP are
required to understand the extent to which these organizations are effective. Even
though significant progress has been made in building more advanced performance
measurement systems in the health care sector, more work is needed (Smith et al.
2008). In fact, the literature on performance management in the health care sector
reports several cases of incorrect uses and, even misuses of performance measures
and targets with the introduction of a kind of “governance by targets” and a
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consequent increased risk of gaming (Bevan and Hood 2006). Micheli and Neely
(2010) also report a lack of coherence among the different actors involved in the
setting of objectives and targets at different levels, from central to local, making
performance measurement more complex.

Traditionally, performance in health care has been measured using specific
indicators such as incidence of pathology, mortality measures, and measures of
mortality after a specific treatment. Other measures are increasingly attractive,
including those that focus on patient health status, which are often in the form of
outcome measures (Smith et al. 2008). However, there is a limited “understanding
of how performance measurement can be organized to support improvement ini-
tiatives in health care practices” (Elg et al. 2013).

In the Italian public sector, the role of OP has been largely neglected, and more
importance has been given to individual performance (Martin and Spano 2015). As
far as the healthcare sector is concerned, OP is attracting increased attention in Italy,
but there is still a lack of extensive research on this topic. For example, there is a
high variation in the way OP is defined and, consequently, measured. In particular,
a comprehensive analysis of the current OP practices as measured by Italian health
care organizations is still missing. For this reason, our research aims at addressing
the following research questions (RQs):

RQ1: How do Italian health care organizations define OP?
RQ2: Is OP measured by Italian health care organizations, and if so, how?

This chapter is organized into six sections: (1) literature review on OP with
specific reference to the health care sector; (2) the Italian health care system;
(3) methodology; (4) results; (5) discussion; and (6) conclusions.

2.2 Literature Review

Although managing performance is a wider concept than measuring it, performance
management systems need to be based on sound measurement systems (Martin and
Spano 2015). The performance measurement literature lacks consensus on concepts
and definitions as well as on how OP may be measured (Au 1996; Forbes 1998;
Ostroff 1992). Neely and Platts (1995, p. 9) comment that “performance mea-
surement is a topic often discussed but rarely defined.” They also tried to provide a
more specific definition of three concepts: performance measurement (“the process
of quantifying the efficiency and effectiveness of action”); performance measure (“a
metric used to quantify the efficiency and/or effectiveness of action”); and perfor-
mance measurement system (“the set of metrics used to quantify both the efficiency
and effectiveness of actions”).

The problem with these definitions is that they are too specific and, as a con-
sequence, they do not convey what is now being labeled “performance measure-
ment” in the literature and in practice (Bourne et al. 2003). In fact, over the past
decades, performance was mainly measured only in its financial dimension
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(McCracken et al. 2011) via “simple outcome-based financial indicators that are
assumed to reflect the fulfillment of the economic goals of the firm” (Venkatram
and Ramanujam 1986, p. 803). Most recent studies suggest a multidimensional
approach to performance measurement considering the organization’s strategies as
well (Nuti et al. 2013).

Since the advent of New Public Management (NPM) in the early 1990s, the
issue of performance management has gathered increased attention (Bouckaert and
Van Dooren 2009; Talbot 1999) and has become a fundamental issue for improving
public services (Nuti et al. 2013). One of the reasons for this increased attention is
the fact that governments started to be accountable for the use of public resources
and for the results achieved (Bouckaert and Halligan 2008).

However, even though OP is particularly relevant to understanding why some
organizations perform better than others, studies regarding OP in the public sector
are not conclusive and there are different definitions of organizational performance
(Andrews et al. 2011). In addition, several studies are based on perceived perfor-
mance rather than on more objective measures, although there is evidence of a
positive correlation between perceived OP and objective OP (Dollinger and Golden
1992). Both the reasons for measuring performance on the one hand and the process
followed and the models used to measure it, on the other hand, are particularly
important. With regards to the first aspect, Behn (2003) proposed eight purposes
that public managers have for measuring performance: evaluate, control, budget,
motivate, promote, celebrate, learn, and improve.

With regards to the second aspect, several authors describe how to design sys-
tems for performance measurement (Elg et al. 2013). For example, Kaplan and
Norton (1992) consider that measures should be derived from strategy and represent
different dimensions of an organization. Andrews et al. (2011) proposed a model for
measuring OP in US federal agencies using three sets of measures:
efficiency-related measures, effectiveness, and fairness. They identified five
agency-level factors that may affect OP (organizational culture, human capital and
capacity, agency support for the National Performance Review (NPR), leadership
and supervision, and red tape) and four individual-level factors (structure of
task/work, task motivation, public service motivation, and individual performance).
They found that the most important elements that affect OP are effectiveness,
teamwork, building human capital, structure of task/work, protection of employees,
concern for the public interest, and task motivation. The main conclusion of this
study is that OP is higher in organizations that adopt an involvement strategy—for
both employees and other stakeholders.

In a similar Korean study, (Kim 2005) measured OP using a set of 12 items and
provided evidence for the effect of individual-level factors on OP (such as job
satisfaction, affective commitment, public service motivation, and organizational
citizenship behavior). Kim (2005) investigated the link between OP and manage-
ment innovation both directly and indirectly through performance management. In
this study, OP was measured using a core service performance score constructed
by the Audit Commission (2002) and based on six aspects of OP: quantity of
outputs, quality of outputs, efficiency, formal effectiveness, equity, and consumer
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satisfaction. Even though there is an established literature on this topic, the problem
is that it remains a vaguely and loosely defined construct (Rogers and Wright 1998).
In addition, several studies are based on perceived performance rather than on more
objective measures, although there is evidence of a positive correlation between
perceived OP and objective OP (Walker et al. 2011).

When discussing healthcare organizations, it is necessary to consider that they
are complex adaptive systems (Anderson 1999; McDaniel et al. 2009) and, since
the 1960s, complexity has been a central construct in the vocabulary of organization
scientists (Anderson 1999). There are many ways in which this complexity can
show itself (Daft 1992); however, even if the concept of complexity abounds in the
public sector, the application of this theory is neither self-evident nor as straight-
forward as it might appear (Arnaboldi et al. 2015). In the specific case of health care
organizations, the complexity relies on the phenomena’s dynamism, which unfolds
in unpredictable ways; these unfolding events are often unique, and it is interesting
that a number of complexity theory advocates have identified health care as a
suitable context for study (Arndt and Bigelow 2000). This complexity is also
reflected in the way OP may be defined and measured. In fact, complexity theory
has rich implications for the strategic management of organizations. Understanding
this complexity to improve synergies among business units may improve OP. In the
decades past, because of this complexity, measuring performance in the health care
sector was uncommon and, in fact, it was believed that quality was not measurable.
But today there is a higher interest in measuring and reporting performance in this
sector, and in some cases there is the problem of having too many measures, some
of which focus on outputs, outcomes, and processes, and others on single activities
that have limited effect on overall health (Cassel et al. 2014).

Regarding the reasons for measuring performance in healthcare, according to De
Vos et al. (2009), professionals use measurement for different purposes, i.e.,
evaluating, controlling, and improving clinical practice. Although there is little
evidence that performance measures are actually used by practitioners to improve
performance, Elg et al. (2013) suggest that “performance measurement may be a
versatile method for driving improvement in healthcare organizations.” In fact,
performance measurement is recognized as a method with many utilization possi-
bilities in health care (Elg et al. 2013). For example, implementing a transparent
health care system is seen as a way to create external pressure and a sense of
urgency for change (Elg et al. 2011). (Van der Wees et al. 2014) suggest that
measures of quality are used by clinicians to evaluate the way they interact with
patients and to measure quality improvement within their organizations; also, these
measures may be used by health insurers to compare the performance of different
providers. In addition, performance information may facilitate patients’ decisions in
choosing a provider.

Several studies have developed conceptual frameworks and models to help build
effective OP measurement tools for the health care sector. For example, Arah et al.
(2006) proposed a framework in which they present some common key performance
dimensions for health care organizations. In building this framework, (Arah et al.
2006) considered other previous frameworks and the OP measurement systems used
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in some jurisdictions (UK, Canada, Australia, USA, European Community Health
Indicators, World Health Organization, and OECD) and created a list of performance
dimensions in healthcare: effectiveness, appropriateness, safety, efficiency, conti-
nuity, accessibility, equity, responsiveness, patient-centeredness, timeliness, and
acceptability. Some of these dimensions are consistent with the dimensions required
by the Italian legislation, even if defined in a different way.

A recent study proposed a new model for measuring and evaluating health care
organizations’ OP using two main dimensions: outcome and delivery efficiency.
The model is based on a “matrix of performance evaluation” (Elg et al. 2011) and
includes 42 indicators, 24 concerning outcome and 18 on efficiency, and an addi-
tional area related to “management.”

Studies on OP in Italian health care organizations are limited. Baraldi and Bocci
(2009) analyzed the most common methodologies to measure OP of Italian health
care organizations. In particular, they surveyed how Italian health care organiza-
tions measure their performance and observed the increased importance of the
balanced scorecard that has been adapted to the features of the health care sector. In
fact, even though financial indicators are still used—as in profit-oriented organi-
zations—many nonfinancial indicators have taken center stage, and the balanced
scorecard is useful to measure both financial and nonfinancial performance in health
care organizations (Nuti et al. 2013). Bocci (2005) proposed a new model of the
balanced scorecard for health care organizations based on four perspectives
(community, internal process, financial resources, and learning and growth).

In 2005, the Istituto Superiore Sant’Anna of Pisa created and implemented in
some health organizations in Tuscany a new OP measurement method based on the
balanced scorecard model. This method is based on six evaluation dimensions
(population health status, capacity to pursue regional strategies, clinical performance,
patient satisfaction, staff satisfaction, efficiency, and financial performance) (Nuti
et al. 2013). For each dimension, a set of indicators is defined ~ 130 indicators; the
balanced scorecard approach is then used to evaluate OP. Since 2005, this method has
been introduced in other organizations in Italy. In particular, eight other Italian
regions and the Ministry of Health have adopted the S. Anna method to monitor
levels of health services provided in the country (Nuti et al. 2013). This system is, as
can be seen by the above description, a multidimensional performance measurement
system and has been valued as particularly innovative and comprehensive.

However, as highlighted by Baraldi and Bocci (2009), the most common per-
formance measurement methodologies in health care organizations are budgeting,
cost accounting, and accounting for responsibility centers. These results show that
Italian public healthcare organizations mainly focus on OP’s financial dimension.

Broadly speaking, the OP literature in the Italian health care sector is limited,
and there are few analyses of the actual measurement and evaluation systems. To
fill this gap, this chapter focuses on organizational performance and concentrates on
the Italian health care sector by addressing the following research questions:

RQ1: How do Italian health care organizations define OP?
RQ2: Is OP measured by Italian health care organizations, and if so, how?
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2.3 The Italian Health care System

Italy’s healthcare system (Servizio Sanitario Nazionale [SSN]) provides universal
coverage free of charge at the point of service. The system is organized into three
levels: national, regional, and local (Lo Scalzo et al. 2009). The general objectives
and the fundamental principles of the health care system are guaranteed by the
national level, while services are delivered at the regional level through local health
organizations (Van der Wees et al. 2013) and public and private hospitals.

This system is based on public financing via general taxation. There are also
private health organizations that provide health services. In particular, the per-
centage of hospital beds supplied by public sector organizations is 80.7%, with the
remainder supplied by nonprofit and private organizations (Trinchero et al. 2013).
The organizations that provide health care services are as follows:

e Local health authorities (Aziende Sanitarie Locali, ASLs)

e Public hospitals (Aziende Ospedaliere, AOs)

e Research Institutes for Hospitalization and Medical Treatment (Istituto di
ricovero e cura a carattere scientifico, IRCCSs)

e Private accredited providers

The local health authorities are responsible for providing a selection of health services.
Each region may have many ASLs, with each ASL responsible for providing healthcare
to a given population. Initially, there were 659 ASLs, but several reforms occurred in the
1990s to modify their function and governance system. Their number was further
reduced in 2015 to 139. The ASLs provide care directly through their own facilities and
also buy services from external suppliers such as accredited private providers.

Public hospitals, established by Legislative Decree No. 502/1992 and defined as
quasi-independent agencies, enjoy financial and operating autonomy. In 1995, many
preexisting hospitals were transformed into 82 AOs. This was further reduced to 77 in
2015. There are three necessary conditions to obtain AO status: “a divisional orga-
nizational structure; the existence of at least three clinical units; and a complete
emergency department with an intensive care unit” (Lo Scalzo et al. 2009, p. 76).
AOs provide healthcare to all residents in a region, while ASLs serve a portion of the
population. Also, AOs are financed based on the diagnosis-related group
(DRG) system, while ASLs are financed based on per capita transfers.

The IRCCSs are research-oriented hospitals operating at the local level with
competences in research and treatment of important diseases. In 2008, 13 of the 20
Italian regions had 42 IRCCSs divided into 18 public and 24 private institutions. As
of 2015, there are 21 public and 27 private IRCCSs in Italy. The scientific activities
of the hospitals are monitored by the Ministry of Health, which is also responsible
for establishing new IRCCS.

Since 1990, Italy’s health care system has seen several reforms introduced by
different pieces of legislation (Law N. 833/1978, Legislative Decrees N. 502/1992,
N. 517/1993, and N. 229/1999) that have changed its structure and established the
procedures now in use.
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With regards to the issue of OP in the Italian health care system, Legislative
Decree 150 of 2009 introduced the following eight dimensions:

Implementation of active policies for satisfying citizens’ needs;
Implementation of plans and programs;

Customer satisfaction;

Modernization and qualitative improvement of public organizations and
employees’ professional skills and the capability to implement plans and
programs;

Improvement of relations with citizens and other stakeholders;

Efficiency in the use of resources, with particular reference to cost reduction;
Quality and quantity of services; and

Equal opportunities.
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® N

Our analysis focused on the effective use of these and additional dimensions of OP
by health organizations.

2.4 Methodology

The research looks at the way organizational performance is (1) defined and
(2) measured by Italian healthcare organizations. The data collection methods
include document analysis and semi-structured interviews with key informants. To
investigate the ways in which the healthcare organizations define OP and measure
it, we performed an in-depth analysis of the content of the documents prepared by a
sample of Italian public health care organizations. In addition, we analyzed the
performance documents of the seven Italian health care organizations that are
accredited by the Joint Commission—an independent, not-for-profit organization
that accredits and certifies top performing health care organizations and programs in
the USA and across the world (Joint Commission International 2016). In Italy, there
are seven accredited public health organizations:

AO Santa Maria degli Angeli;

ASL 3 Alto Friuli,

AOU Santa Maria della Misericordia;
Ospedale Cattinara;

Istituto Giannina Gaslini;

Presidio Ospedaliero Oglio-Po; and
Ospedale Santa Chiara.

Nk D=

Content analysis is a research method that “classifies textual material, reducing it to
more relevant, manageable bits of data” (Weber 1990, p. 5). In particular, we used
an inductive approach, starting with data and then creating specific categories that
can explain the general phenomena. The qualitative data were organized with the
process of “open coding” according to which notes and headings were written in the
text while reading it. Only after this analysis was the categories created.
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The analyzed documents include the following: the evaluation system, the per-
formance plan, and the performance report. Each of these documents has specific
functions, and it is important to consider all of them in the analysis. The evaluation
system sets the guidelines by which performance at both individual and organiza-
tional levels is measured and evaluated. The performance plan shows what perfor-
mance dimensions, objectives, and indicators have been selected, consistent with the
evaluation model defined by the system. The performance report provides evidence
of the results achieved and of the way the performance measurement process worked.
These are the specific documents requested by the legislation on performance
management in Italian public organizations (Legislative Decree 150/09).

The census of Italian public health care organizations is composed of 237 units.
These organizations are divided into 139 ASLs, 77 AOs, and 21 IRCCSs. For
analysis, a random sample of 20% was extracted via stratified samples. In this way,
the study was conducted through a sample of 50 health care organizations and was
subdivided in 30 local health authorities (ASLs), 16 public hospitals (AOs), and
four research institutes (IRCCS). A set of substitutes was randomly extracted as
alternatives. During the first step of the extraction, we replaced some selected
organizations that had not published their performance plans on their Web sites.
These included nine healthcare organizations (18% of the overall sample) that had
not published performance plans and were subdivided in four local health author-
ities (13% of the 30 extracted authorities), four public hospitals (25% of the 16
selected hospitals), and one public National Institute for Scientific Research (25%
of the four selected institutes). These organizations have been replaced with other
organizations that did publish a performance plan. This way, the sample is com-
posed only of organizations with officially published performance plans.

To answer the first research question, we noted in each document whether and
how OP is defined. We also clustered the definitions to identify recurrent aspects
and which organizations comply and do not comply with the legislation. We also
searched for innovative ways to define and measure OP.

To answer the second research question, we studied the measurement systems
regarding OP, focusing on both methodological and practical aspects. This analysis
was made among the ASLs, AOs, and IRCCSs. In addition, all performance reports
were clustered using three criteria: strategic areas, objectives, and performance
dimensions.

We also identified congruence among the three different analyzed documents. In
particular, the study focused on the performance dimensions used in the mea-
surement process. During the analysis of their congruence, we considered whether,
in every document, the same performance dimensions were reported. Broadly
speaking, we studied whether each document fulfilled its tasks.

To strengthen the results of the document analysis, 30 qualitative semi-structured
interviews were conducted between May and August 2016. Two general directors,
three administrative directors, and 25 organization and control managers were
interviewed. The interviews lasted about 40 min and were recorded and transcribed.
With regards to the regional distribution, nine interviewees belong to organizations
that are located in the northwest of Italy, 10 in the northeast, three in the center, and
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eight in the south and the islands. The interviewees were asked to answer questions
related to the performance management systems used in their organizations and
were also allowed to add other comments about the specific performance dimen-
sions measured. The interviews provided a deeper understanding of the ways in
which Italian healthcare organizations effectively measure their OP, strengthening
the results of the document analysis or, in some cases, highlighting the differences.

2.5 Results

Our research revealed that just 34% of the organizations (ranging from 25% of AOs
and IRCCSs to 33.3% of ASLs) published the evaluation system and a 78%
published the performance reports on their Web sites (ranging from 50% of IRCCSs
to 83.3% of ASLs) (see Table 2.1). If we consider the initial extraction of the
sample, before the substitutions, 18% of the organizations did not publish the
performance plan (13% of the local health authorities, 25% of the public hospitals,
and 25% of National Institutes for Scientific Research). This means that just 87, 75,
and 75%, respectively, published the performance plan (Table 2.1).

The first RQ describes how OP is defined by Italian health care organizations.
The results show that there are many differences among Italian public health
organizations in the way OP is defined and measured. In addition, not all organi-
zations explicitly provided a definition of OP. In particular, 62% did not provide
any definition at all (57% of ASLs, 69% of AOs, and 75% of IRCCS). The
remaining 38% of the organizations explicitly defined OP. Of the organizations
providing a definition, 79% (15 out of 19 organizations) used the very same defi-
nition provided by the legislation (60% of ASLs, 60% of AOs, and 100% of
IRCCS): “The contribution that a subject generates through its action to achieve the
purposes and the objectives, and to satisfy the needs for which the organization has
been created” (Delibera Civit 89/2010). In three cases only, different definitions
were chosen. For instance, one organization defined OP as “the performance
obtained by the firm as a whole and by each organizational unit.” In some cases,
even if there is not a specific definition of the performance dimensions, the defi-
nition itself has been derived from the strategic areas as defined in the performance
plan (this is true for 6 out of 30 ASLs and 2 out of 16 AOs) or from the objectives
(3 out of 30 ASLs). The interviews confirmed these results. In fact, most inter-
viewees did not provide an explicit definition and told us that no specific dimen-
sions are used to measure OP. Respondents reported the way that OP was

Table 2.1 Published performance documents

Evaluation system (%) Performance plan (%) Performance report (%)
ASL 333 87 83.3
AO 25 75 75
IRCCS 25 75 50
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measured, regardless of its definition. When a definition was given, it was the same
as the legislation. In some cases, strategic areas are defined in a way that is con-
sistent with the OP dimensions as defined by the legislation. For this reason, the
performance plans of the organizations in the sample were analyzed and contrasted
according to two elements—strategic areas and objectives—to understand the
underlying performance dimensions.

With respect to whether and how OP is measured by Italian healthcare organi-
zations, after analyzing the performance documents, we then focused on specific
performance dimensions, and we contrasted the dimensions used by the organi-
zations with the eight dimensions provided by the legislation (Article 8 of
Legislative Decree 150/2009). By analyzing all published documents (evaluation
system, performance plan, and performance report), we verified the specific
dimensions that health organizations actually use to measure and evaluate OP
(Table 2.2). This analysis shows that the evaluation systems report just a minority
of the eight dimensions of OP introduced by the legislation listed above. They range
from 50% of the cases for “quality and quantity of services delivered” to 0% of the
“qualitative and quantitative development of relationships with the relevant stake-
holders” (see Table 2.2; Annex 1). Only 56% of the organizations specified the
performance dimensions used in the measurement process in their performance plan
(11 ASLs, 13 AOs, and 4 IRCCSs). In the performance report, the presence of the
OP dimensions ranges from 64% for “efficiency in the use of resources” to 15% for
“equal opportunities.” The performance plans show the highest percentage of the
presence for all the dimensions with a range from 78% for “efficiency in the use of
resources” to 20% for “equal opportunities.”

The most recurrent OP dimensions are “efficiency in the use of resources” and
“quality and quantity of delivered services” (Table 2.3).

In just one case, OP was actually defined and measured using all eight dimen-
sions provided by the legislation (as emerged from both the performance plan and
the performance report). The other organizations measured only some of the
dimensions requested by the legislation. In almost 60% of cases, the organizations
introduced additional dimensions not required by the legislation. In particular, the
most recurring performance dimensions in the performance report that differ from
the legislation are appropriateness, risk management, processes, research, and
teaching (Table 2.4).

Appropriateness is divided into two elements: clinical appropriateness and
organizational appropriateness. “Clinical appropriateness” applies to cases in which

Table 2.2 % of OP
dimensions present in the
performance documents

Performance dimensions

1 2 3 4 5 6 7 8
ES (%) 25 13 31 31 0 38 50 |6
PP (%) 48 |30 |36 |44 |26 |78 |74 |20
PR (%) 44 21 28 38 23 64 62 15

ES Evaluation System, PP Performance Plan, PR Performance
Report
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Table 2.3 Most recurrent OP dimensions

Type of perf. Efficiency Quality and quantity

document ASL |AO IRCCS |Overall |[ASL |AO IRCCS | Overall
(%) (%) (%) (%) (%) (%)

ES 13.3 125 |- 12 16.7 188 |- 16

PP 73.33 |81.25 | 100% |78 66.7 81.3 |100% |74

PR 47 69 50% 50 43 56 50% 48

ES Evaluation System, PP Performance Plan, PR Performance Report

Table 2.4 }?P dgnensms Performance dimensions | ASL | AO (%) | IRCCS
present in the performance -
report not listed in the Appropriateness 30% 44 0
legislation Research and teaching 7% 6 75%
Risk management 1% 12
Processes 0 31 0

healthcare interventions occur in such conditions that the probability of benefits
outweighs the potential risks in terms of safety for the patient and economy of
resources (Scaletti 2014). “Organizational appropriateness” refers to the fact that
health care interventions must be provided at the proper level of assistance. For
instance, patients that may be treated in a day hospital center should not be admitted
to hospitals. Most organizations use organizational appropriateness rather than
clinical appropriateness as a measure.

Focusing on the performance report (which shows what is actually done in terms
of performance measurement and evaluation), 22% of the surveyed health orga-
nizations did not report any OP dimensions. In fact, 11 out of the 50 surveyed
organizations do not mention OP measurements in their performance report at all.
In another 18% of cases, the OP measurement is limited to a small number of
dimensions. As a consequence, just 60% of the organizations in our sample make
some sort of OP measurement using one or more of the eight performance
dimensions required by the legislation.

2.6 Discussion

Measuring and reporting performance in health care is recognized as an important
tool to improve the quality of the services delivered by health care organizations
(De Vos et al. 2009; Elg et al. 2013). However, the actual use of performance
measurements in the health care sector is also limited because of a lack of under-
standing of how these measures must be used in practice (Elg et al. 2013). More
generally, performance information allows governments to monitor health care
systems’ performance (De Vos et al. 2009).
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The results obtained in the research raise some areas of concern. First, we found
that just a limited percentage of the organizations (34%) published the evaluation
system on their Web sites. Although it is not compulsory under the current legis-
lation, we believe that such reporting of the methods for evaluation is not fully
consistent with the principle of transparency that aims to provide citizens and other
stakeholders with all the relevant information needed to learn the results achieved
and hold these organizations accountable.

Second, the majority of organizations (62%) did not provide any definition at all
of OP and those that did, used the very same definition provided by the legislation,
which is very general and even vague. A lack of clarity in the way OP is defined
does not help in understanding the actual results achieved and does not give a sense
of direction to the people working in the organizations.

Third, the analysis of the performance documents highlighted that Italian public
health organizations are only partially complying with the legislation. For example,
there is a difference between what is said in the evaluation system, in the perfor-
mance plan, and in the performance report regarding the measurement of OP. In
fact, the evaluation systems and the performance plans promise more than the
performance reports deliver. These data may be explained by considering that
health organizations have set the evaluation systems in a very generic way and have
used the performance plan to better specify the content of the OP dimensions and
how to measure them. To some extent, it seems that they tend to underestimate the
difficulty in measuring and evaluating OP. As a consequence, when it comes to
reporting what dimensions of OP have actually been measured and evaluated, the
reported percentages are lower. Fourth, public health organizations did not find in
the legislation a model that fits with the peculiar features of the healthcare sector.
We found that 58% of the sample uses dimensions of OP different from those in the
legislation—mainly appropriateness and risk management. In particular, appropri-
ateness is particularly relevant in the health care sector. The interviews showed that
appropriateness is a dimension used by all organizations to which interviewees
belong, but it is reported in only one-third of the analyzed documents. Given the
very nature of the health care sector, risk management is also very important—as
demonstrated by its presence among the performance dimensions.

Not surprisingly, IRCCSs make extensive use of the research and teaching
dimensions, given their specificity. In fact, IRCCSs are research-oriented hospitals
in which research and teaching dimensions are fundamental.

Broadly speaking, it appears that the actual measurement and evaluation of OP
by Italian health organizations is limited, and those that actually perform it use only
a limited number of performance dimensions. In addition, there is significant
variability in the content of OP and in the process of measuring and evaluating it.

To have a clearer picture of the Italian health care situation, we analyzed the
performance documents of the Italian public health organizations that are accredited
by the Joint Commission (Joint Commission International 2016). The Joint
Commission’s accreditation is a guarantee of quality of the health care services
provided by the accredited organizations. In fact, the validation process is based on
international standards of excellence in performance and organization to guarantee



2 Organizational Performance in the Italian Health care Sector 37

security and high quality of the services. The analysis of the content of the per-
formance documents of the organizations accredited by the Joint Commission
shows a similar situation compared to the sample. In fact, all the accredited orga-
nizations published their performance plans on their Web sites. Six out of the seven
published their performance reports, but only two (30%) published the evaluation
system. Even for the most advanced public health organizations, the importance of
publishing the evaluation system is apparently low. We compared the performance
dimensions required by the legislation with the performance dimensions actually
used by the accredited organizations. The analysis shows some differences with
regards to the most used OP dimensions versus the sample. In fact, all accredited
organizations consider in their performance plans two specific dimensions: the
“implementation of plans and programs” and the “modernization and qualitative
improvement of public organizations and employees’ professional skills and the
capability to implement plans and programs.” In the organizations studied here, we
found that the most commonly used performance dimensions are “efficiency” and
“quality and quantity of services.” The additional dimensions used by the accred-
ited organizations are the same cited previously (appropriateness, risk management,
and research). Some of the interviewees are from organizations accredited by the
Joint Commission. What emerged is that the only difference in comparison to the
nonaccredited organizations is a higher attention to the quality of the performance:

Some objectives are connected to the quality of the performance because the Joint
Commission asks us to maintain and to show specific standards of quality. (Interviewee 17)

In fact, the accreditation program requires some qualitative parameters to be met,
so the healthcare organizations must measure these aspects with more attention than
others to make sure that they meet the required levels of quality.

The semi-structured interviews showed some other interesting results. All
interviewees recognized the importance and the relevance of the performance
measurement system in place. All of them said that having a good performance
measurement system is a necessary condition to effectively manage their organi-
zation—particularly with regards to complex organizations like those in the health
care sector. The interviews showed that in most organizations, the performance
measurement system is not sufficiently embedded into the organizational structure
and is continually being changed and improved over time:

If I look at the first performance plan, it looks really embryonic; but year after year we
improved it. Maybe if I look at the present performance plan in three years, I will realize it
has been done in the wrong way. (Interviewee 19)

In particular, the first relevant issue is about the role of regional legislation in
defining the performance objectives of the health care organizations. Broadly
speaking, each regional government defines some performance objectives that have
to be achieved by every health care organization in that region. Thus, the starting
point of every performance measurement system is the regional legislation. Another
interesting common element is the role of the director general and his influence
in structuring the performance measurement system and its operation.
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The interviewees highlighted that the presence of a director general sensitive to the
issue of performance measurement positively influences the effectiveness of the
performance system itself, as reported by one interviewee:

In this moment the top management focuses only on financial aspects, and I am sorry about
it, because with the previous director general the OP measurement system was more
complete. (Interviewee 2)

Broadly speaking, if the director general pays attention to the ways in which OP is
measured, then the organization as a whole is more likely to have a more effective
performance measurement system; on the contrary, if the director general does not care
about this issue, then measuring OP will be neglected with negative consequences for
the organization as a whole. In two cases only, the interviewees reported that the
system was already well structured when a new director general not attentive to OP
measurement came in. This did not hamper the functioning of the systems itself.

2.7 Conclusions

The healthcare sector in Italy has traditionally been at the forefront of the innovations
and reforms that took place in this country. For example, in the early 1990s, health
organizations were the first to introduce accrual accounting and management tools.

Although OP is a particularly relevant topic, it is still neglected in the Italian
public sector, which has focused more on individual performance than on organi-
zational performance (Agasisti and Arnaboldi 2011). The Italian healthcare sector is
not different, and often neglects OP. In fact, our analysis shows that 40% of
organizations in our sample do not appear to measure and evaluate OP. The
remaining 60% undertake some form of measurement and evaluation of perfor-
mance at organizational level.

Our research provides evidence of a significant variance in the way OP is defined
and measured, with subsequent comparison problems. In some cases, this variance
may be, at least in part, explained by the different types of organizations, i.e., local
health authorities are different from public hospitals and from research institutes for
hospitalization and medical treatment. However, there is also a significant variance
among organizations of the same kind. Although this difference is, to some extent,
normal, it shows a limited alignment of performance measurement systems among
Italian health organizations. It also shows the difficulty deriving from implementing
a top-down performance management system enforced by law (Micheli and Neely
2010). In addition, the research confirms the persistence of two traditional problems
of the Italian public sector. One refers to the limited attention given to the role and
importance of performance management (Martin and Spano 2015). The second is
the false conviction that changes can be introduced by law.

Our study tried to fill the gap in the literature related to OP in the Italian health
care sector by providing an in-depth analysis of the way OP is defined and mea-
sured. Some implications emerge from this research. First, the cited limited
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compliance with the legislation, in a country where formal respect of the legislation
is paramount (Martin and Spano 2015), needs to be better analyzed and understood.
In fact, the strong presence of OP dimensions that differ from those listed in the
legislation confirms one of the most criticized aspects of the existing legislation,
which is that the legislation is the same for every kind of public organization
regardless of differences in typology, size, specific context, and the like (Giovanelli
et al. 2015). For example, none of the eight cited dimensions is specifically suitable
for the health care sector. Thus, it is not surprising that a significant portion of the
organizations in this sector decided to complement the legislation with other
dimensions that are perceived to be more useful in capturing what OP is in this
specific context. In fact, the legislation sets the general rules that are the same for all
public organizations in Italy, regardless of the many existing differences among the
different types of organizations, e.g., municipalities and health organizations. This
emphasizes the need to adapt the set of OP dimensions prescribed by the legislation
to the specific context. Thus, it is no surprise that in the case of the healthcare
sector, some organizations select different dimensions from the ones provided by
the legislation. Consequently, the overall framework that imposes the same rules to
all Italian public authorities and agencies needs to be revisited.

Second, our data show that there is limited actual use of performance measure-
ment by Italian public health care organizations, and a significant portion of the
surveyed organizations do not measure OP. The limited attention to the definition of
OP and its measurement has been confirmed, to some extent, by the analysis of the
health care organizations accredited by the Joint Commission, i.e., those organiza-
tions that should represent the best practices in terms of organizational performance.
Nevertheless, even accredited organizations do not measure all the performance
dimensions required by the legislation; they measure just a portion. While the most
common OP dimensions of the organizations in the sample are “efficiency” and
“quality and quantity of services,” accredited organizations more often use two other
dimensions: “implementation of plans and programs” and “modernization and
qualitative improvement of public organizations and employees’ professional skills
and the capability to implement plans and programs.” While it is no surprise that
quality improvement is of paramount importance for accredited organizations, it
would be interesting to better understand the reasons underlying the different
importance given to the other OP dimensions. In addition, accredited organizations
use the same additional dimensions introduced by the other organizations in the
sample, such as “appropriateness” and “risk management.” This confirms on the one
hand that these two elements are very important in the health care sector, and, on the
other hand, that there is a need for a general cultural change to foster a stronger
commitment to measuring and evaluating performance and a realization that a cen-
tralized approach is not always the best choice (Micheli and Neely 2010).

Third, there appears to be a shortfall in designing and implementing perfor-
mance management policies and frameworks that are homogenous across the
Italian regions and that flow from the national to the regional and local levels,
creating what are considered 20 different health care systems (one for every Italian
region) (Bertin and Cipolla 2013).
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Fourth, the actual measurement of OP is often left to the initiative of individual
directors general rather than being an embedded feature of the health organizations,
as would be expected.

One of the main limitations of this study is that it is based on documents that
have been published on the Web sites of the Italian health organizations. Some
organizations measure OP even though they do not publicly report doing so.
However, given the existence of a formal legal requirement, we tend to believe that
organizations would be inclined to publish the results of OP measurement.
However, it could also be that if an organization does not publish performance
documents that have been prepared, it may be due to achieving poor results.

This chapter contributes to the debate on the measurement and evaluation of
performance at organizational level in Italian health organizations by analyzing the
way OP is defined and measured. The chapter illustrates that Italian public health
organizations pay little attention to measuring performance at the organizational
level regardless of the legal requirement. We believe that measuring and evaluating
OP is fundamentally important and will explain how these public organizations are
meeting citizens’ needs. We believe that further research is needed to better
understand how OP should be defined and measured, not just with regards to
healthcare organizations but for all public organizations.
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Chapter 3

The Iron Law of Unintended Effects,
Again? Qutcome Measures

and Blame-Avoidance

Andrea Garlatti, Paolo Fedele and Mario Ianniello

Abstract The shift from output to outcome measures is a recurrent doctrine in
public administration studies and practice. However, as with many popular doc-
trines before, more empirical analysis is still needed. This chapter focuses on the
unintended effects of outcome-based performance management and explores how
the use of outcome measures influences blame-avoidance strategies by officials and
service providers. In looking for answers and using the concept of social mecha-
nism as the analytical lens, this contribution explores a pilot case in the Italian
public sector, where a performance ranking composed of outcome measures was
introduced as the pivotal performance management tool. Results allow to concep-
tualize a link between the type of blame-avoidance response and the features of the
potential blamers.

Keywords Outcome measures - Blame-avoidance - Social mechanisms
Exploratory case study

3.1 Introduction and Research Question

The shift from output to outcome measures is a recurrent doctrine in public adminis-
tration and management studies (Massaro et al. 2015; Van Dooren et al. 2010;
Bouckaert and Halligan 2008; Boyne et al. 2007). However, as with many popular
management doctrines before, more empirical analysis could prove fruitful. In this
light, this chapter adopts a specific angle: It looks into the unintended effects (Hood
and Peters 2004; Maor 1999; Sieber 1981; Merton 1936) of using outcome measures.
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Specifically, it analyzes one potential cluster of unintended effects, i.e., the blame-
avoidance strategies (Hood et al. 2016; Hood 2007b, 2013; Weaver 1986, 1987) that
officials and service providers could enact when outcome measures are used.
Therefore, it addresses, in an exploratory fashion, the following research question:
How does the use of outcome measures influence blame-avoidance strategies?
In looking for answers, this contribution explores a pilot case in the Italian public
sector, where a performance ranking composed of outcome measures was introduced
as the pivotal performance management tool, so to insulate potential mechanisms
(Hedstrom 2005) that lead to the enactment of blame-avoidance.

This chapter adds to current knowledge in different ways. Although the analysis
of performance paradoxes has a quite long history (Adcroft and Willis 2005; Van
Thiel and Leeuw 2002; Bouckaert and Balk 1991), more empirical studies are surely
needed. Even though typologies of performance paradoxes and unintended effects
have been elaborated and some studies have performed empirical observations
(Bevan and Hood 2006), the very existence and nature of the unexpected devel-
opments associated with performance management is still controversial (Gerrish
2016; Kelman and Friedman 2009; Wenger et al. 2008). This chapter aims at con-
tributing to this debate and, in addition, displays some relative novelties. Firstly,
most previous contributions (with some exception, see Grizzle 2002) looked at the
paradoxes induced by performance measures as such, while this chapter focuses
solely on outcome measures. Secondly, the present analysis looks at a specific form
of unintended effect, namely blame-avoidance strategies. Although few previous
contributions analyzed the relation between performance information and
blame-avoidance (Nielsen and Moynihan 2016; Charbonneau and Bellavance 2012),
the latter is still under-analyzed, at least as a form of performance paradox. Thirdly,
while most analyses of performance paradox focused on target systems, this chapter
focuses on rankings instead (Arndt 2008; Hood 2007a, Van de Walle 2008).

Results can contribute, on the one hand, to performance management research in
the public sector, adding new empirical evidence on one specific angle of a
well-known phenomenon. Furthermore, this chapter can contribute to public
management research more in general, especially to the research agenda aimed at
exploring its paradoxes and unintended effects. Finally, on a more practical side,
findings can provide decision makers with insights about how to avoid some traps
in designing and using outcome measures.

3.2 Theoretical Background

3.2.1 Public Management Paradoxes: Picking a Theoretical
Lens

The analysis of the paradoxes (Maor 1999; Sieber 1981; Brams 1976) associated
with public management has become increasingly popular with the “middle-aging”
of NPM (Hood and Peters 2004). Numbers of scholars have moved from
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descriptive accounts of management practices to finer grain analysis of develop-
ments that are unexpected or contrary to received beliefs. Hood and Peters (2004)
have insulated three theoretical lenses for the analysis of paradoxes. The first is to
look at unintended effects, i.e., the host of derivative and unpredicted problems that
any deliberate social action generate (Merton 1936). The second way to look at
paradoxes is the lens of cultural theory. Cultural theorists (Thompson et al. 1990),
in fact, argue that what is seen as unanticipated or unintended is variable and
socially construed. The third lens is to analyze paradoxes as system discontinuities
and nonlinearities that stem out in the interaction among technology, human
institutions, and social systems (Brooks 1986). This contribution adopts the lens of
the unintended effects and focuses on the host of derivative and unpredicted
problems that an outcome-based performance management system can generate
(Maor 1999; Sieber 1981; Merton 1936).

3.2.2 Unintended Effects of Performance Management:
Some Notable Theoretical and Empirical
Contributions

The unintended effects of performance management are surely not a novelty in
public management and administration literature. Many contributions, in fact, have
classified and explored the various forms of unexpected developments and their
determinants since early studies on administrative dysfunctions (Blau 1955).
Providing a systematic review in the field is out of the scope of this chapter;
however, some well-known contributions are mentioned here for the sake of a more
complete argument, separating those that only provide analytical framework from
those that adds empirical evidence.

In the realm of taxonomies, an early example is the classification provided by
Bouckaert and Balk (1991) who identify thirteen “diseases” of public productivity
measurement. These diseases are the result of wrong assumptions underlying
measurement, measurement errors, and problems concerning the content, position,
and amount of measures. For example, authors debate whether it is therefore
possible, desirable, or even necessary to measure public sector performance
(Pangloss disease) because “government is efficient, because if it is not efficient,
why hasn’t it already been changed?” (Bouckaert and Balk 1991). Furthermore,
measuring public sector performance can disorient users and citizens. For example,
“northern Great Britain seems to have more fires than other European countries
because it has a better statistical technique for measuring” (Mandelbrot disease).
Finally, authors call for managing the meaning of measurement, rather than
focusing on measures themselves.

Another relevant and often cited classification is the one provided by Smith
(1995) who classifies eight types of unexpected deviant behaviors. The first is
“tunnel vision” which means choosing to concentrate on the easiest indicators and
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ignoring the harder ones; “sub-optimization” means departments or units focusing
on their performance incentives, disregarding the overall system’s performance;
“myopia” consists in focusing on short-term targets at the expense of longer term
objectives; “measure fixation” is focusing on the indicators and the metrics rather
than the desired outcome; “misrepresentation” is either misreporting or distorting
the data to create a good impression; “gaming” means deliberately under achieving
in order to obtain a lower target next time; and finally, “ossification” occurs when
no longer relevant indicators are not revised or removed. All these behaviors are,
according to Smith, explained by four main factors, i.e., the divergence between the
organizational objectives and the measurement scheme, the inability to accurately
measure complex organizations, the inability to process performance data correctly,
and the inability to respond to changing circumstances.

Van Thiel and Leeuw (2002) discuss how the performance paradox described by
Meyer and Gupta (1994), a well-known problem in business firms, occurs in public
sector organizations. Meyer and Gupta’s central idea is that there is a weak cor-
relation between performance indicators and performance itself (Meyer and
O’Shaughnessy 1993) since performance indicators run down over time. They, in
fact, lose their value as measurements of performance and can no longer discrim-
inate between good and bad performers. As a result, the relationship between actual
and reported performance declines. Deterioration of performance indicators is
caused by four processes (Meyer and Gupta, 1994, pp. 330-342), namely positive
learning, perverse learning, selection, and suppression. Van Thiel and Leeuw
(2002) claim that not only the paradox is recurrent in public sector organizations,
but that the over-comprehensive mission of public sector organizations and the
absence of a clear performance bottom-line are likely to reinforce the paradox
(Fountain 2001; Torenvlied 2000; LeGrand 1991).

A parsimonious classification has been provided by Hood (2007a, 2006) who
specifically uses the label “gaming” to define a family of strategic behaviors, aimed
at maximizing positive feedbacks, regardless or at the cost of any other consider-
ation. Three forms of gaming are conceptualized by Hood. The first is the ratchet
effect, which is based on the expected tendency of target setters to set next year’s
targets as an incremental advance over last year’s results. In this case, managers
might have a perverse incentive not to exceed performance targets even if they
could easily do so (Litwack 1993) or to negotiate relatively undemanding targets.
The second type, threshold effects, refers to the effects of targets on the distribution
of performance among a range of, and within, production units (Bird et al. 2005),
putting pressure on those performing below the target level to do better, but also
providing a perverse incentive for those doing better than the target to deteriorate to
the standard. The last is output distortion, which refers to those behaviors aimed at
“hitting the target (or winning the league) and missing the point” (Hood 2006).
Output distortion happens when activities that are not measured are ignored or
disregarded, when producers find ways to hit the targets or to improve their position
in a ranking in ways that do not reflect the intentions of those who framed the
system and finally when data reported to controllers are manipulated.
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Beside the taxonomies, some contributions have performed empirical analyses,
reaching contrasting results. Hood and colleagues (Bevan and Hood 2006; Hood
2006) have recurred to their classification to empirically analyze a specific setting,
i.e., the British NHS. Their findings report recurring form of output distortions in
the NHS, especially under those performance regimes based on target systems. On
the other hand, using a similar empirical setting and a similar classification but
different methods, Kelman and Friedman found no evidence of effort substitution
(reducing effort on non-measured performance dimensions) or output distortion in
their analysis of emergency room waiting times in the NHS. Also, the study by
Wenger et al. (2008) has questioned the recurrent argument that there is an
inevitable trade-off between quality and timeliness that leads to effort substitution or
output distortion. In their analysis, based on US unemployment insurance system
from 1997 to 2004, they found that the potential incentive for distortion was
actually moderated by administrators who adopt management practices that facil-
itate improved outcomes for both timeliness and quality, leading to synergy
between outcomes. Surely, inconsistencies in the debate call for further analysis in
this field.

3.2.3 Under-Explored Facets: Rankings and
Blame-Avoidance

Although nobody could reasonably claim that performance paradoxes are a novelty,
literature did not fully address some angles. First of all, most previous contributions
(with some exception, see Grizzle 2002) looked at the paradoxes induced by per-
formance measures as such, while this chapter focuses solely on outcome measures.
On the other hand, it might be argued that, since different types of measures create
different accountability system, the kind of strategic response to them could vary as
well.

Secondly, while there is a rich literature on the unintended effects of target
systems, the unintended effects of rankings or intelligence systems are relatively
less explored (Hood 2007a). This seems to be a relevant gap since rankings of
public service performance have become a familiar part of the public management
scene today and, like many relevant innovations, have their advocates and their
detractors (Deming 2000; Gormley and Weimer 1999).

Thirdly, one potential cluster of unintended effects, namely blame-avoidance
strategies by officials and service providers (Hood 2013; Weaver 1986, 1987), has
been partly overlooked. Blame-avoidance is claimed to be central to both political
and bureaucratic behavior (Hood 2013; Weaver 1986, 1987). Politicians and
unelected officials are sometimes more motivated by avoiding blame for unpopular
actions rather than taking credit for popular ones. Blame, in fact, is stickier than



50 A. Garlatti et al.

credit, due to the negativity bias, i.e., the fact that people could be more impressed
with losses, feared or real, than gains (Baumeister et al. 2001; Rozin and Royzman
2001; Lau 1985). Therefore, officials are likely to enact strategies to stay away from
potential blame (Weaver 1986, 1987). Although there is no definitive account of the
blame-avoidance strategies, Hood (2013) has classified three types of
blame-avoidance approaches: presentational, agency, and policy/operational
strategies. In the first case, decision makers try to “spin their way out of trou-
bles” presenting issues (Druckmann 2011; Chong and Druckmann 2007) in a way
that deflects blame. In the second case, they try to “find a scapegoat.” In other term,
officials design organizational architectures that shift responsibility for controversial
matters to other players or make individual responsibility hard to detect. In the third
case, they design decision-making procedures or operating routines that prevent
them from making contestable judgements, minimizing the risk of incurring in
blame.

Also in the case of blame-avoidance, beside taxonomies and conceptualizations,
some empirical studies have been carried out. Many of them have traditionally been
qualitative, particularly in the welfare-state literature (e.g., Pierson 1994; Lindbom
2007). There has been some quantitative analysis using survey data, notably on
topics such as how political and institutional context affects blame of government
for economic performance (Powell and Whitten 1993; Anderson 1995); how
ministerial resignations absorb blame and raise government popularity (Dewan and
Dowding 2005); observational and experimental studies of negativity bias (Dixon
et al. 2013); and some other experimental work on the handling of blame
(Sulitzeanu-Kenan 2006). Today, data available through digitally searchable media
could make quantitative analyses of blame-avoidance and management more
practicable than in the past (Hood et al. 2016), leading potentially to enhance
generalizability.

While there is a vast literature on blame avoiding in fields such as communi-
cation strategy in crisis communication and crisis management (Boin et al. 2008,
2009, 2005), seldom (for a notable exception, see Charbonneau and Bellavance
2012 that looked at how politicians deal with blame from performance information)
blame-avoidance has been conceived as a form of performance paradox and this is
where this chapter adds a new focus.

What links the use of outcome measures to blame-avoidance, on the other side,
is that the latter is somehow a mirror image of accountability, meaning that it occurs
when actors fear to be blamed (Hood 2013). Without any accountability system in
place, in fact, blame-avoidance would make no sense. The use of outcome measures
is aimed, among other things, at making actors accountable as concerns the broader
impacts of their policies (Van Dooren et al. 2010). This is why it might be argued
that the shift to outcome measures is likely to somehow affects blame-avoidance
behaviors by officials.
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3.3 Methodology and Analytical Framework

3.3.1 Opverall Research Strategy

The present contribution is based on the analysis of a pilot case in the Italian public
sector, where a performance ranking composed of outcome measures was intro-
duced as the pivotal performance management tool. The limitations of single case
study as a research strategy are well known, especially as concerns the generaliz-
ability of results beyond the specific research site. However, some contributions
have stressed that single case study can be considered an “ambitious inquiry”
(Barzelay 1993) when the aim is to extrapolate “exemplar” and not just to produce
locally valid explanations. The key conceptual resource that this approach uses is
that of “social mechanism.” Social mechanisms can be defined (Hedstrom 2005;
Hedstrom and Swedberg 1998) as unobserved analytical constructs that provide
hypothetical links between observable events. In the words of the German political
sociologist, Renate Mayntz (2004), mechanisms are sequences of causally linked
events that occur repeatedly in reality if certain conditions are given. As Hedstrom
and Swedberg (1998, p. 7) put it: “Assume that we have observed a systematic
relationship between two entities, say I and O. In order to explain the relationship
between them we search for a mechanism, M, which is such that on the occurrence
of the cause or input, I, it generated the effect or outcome, O. The search for
mechanisms means that we are not satisfied with merely establishing systematic
covariation between variables or events [...].” In other terms, investigating the
concatenation of social mechanisms means to open up the black box that leads from
an event to another, unwrapping and dividing into smaller steps the cause—effect
link that connects independent variable and outcome. This explains why the
investigation of social mechanism has raised (somewhat creative) analogies with
criminal investigation or trials. The concept of social mechanism, clearly grounded
in sociology, has gained popularity in public administration and policy: A number
of research programs (such as the process dynamics of public management
policy-making) and research methodology paradigms (such as process tracing)
heavily rely on the idea of discovering or testing social mechanisms. In this
somewhat renewed light, in-depth single case studies can be a powerful tool to
either generate hypotheses about the existence of a social mechanism or testing its
functioning, moving beyond merely local explanations.

3.3.2 In Search of Mechanisms: Analytical Framework

In the attempt to insulate potential mechanisms that lead from the adoption of
outcome measures to some form of blame-avoidance reaction, this chapter will
employ the analytical lens provided by Beach and Pedersen (2013). In this light, a
mechanism is made of “parts,” composed of “entities” that engage in “activities.”
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Mechanism?
Ranking based on Entity 1 Entity 2 Entity n Blame-avoidance strategies
outcome measures
Activity 1 Activity 2| Activity n e Presentational

e Naming and strategies

shaming e Agencies strategies
e Enhancing e Policy/operational

transparency strategies

in allocation

Fig. 3.1 Analytical framework

Entities are subject/object engaging in activities (noun), while activities are pro-
ducers of change or what transmits causal forces through causal mechanisms
(verbs). This analytical lens can be used both in an inductive way so to concep-
tualize potential concatenations of mechanisms from the field observation and in a
theory testing fashion, so to test on the field the existence and functioning of
potential mechanisms. The approach is used here in an inductive fashion: From the
observation of the case, this contribution tries to insulate a mechanism to be field
tested through future research protocols. Case analysis focuses, therefore, on a pilot
case that suites analytically (Yin 2009) the research question. In the case under
analysis, in fact, a ranking based on performance measures was adopted as the key
performance tool and this provoked some blame-avoidance reactions. Therefore,
the case allows to investigate the potential explananda, i.e., the mechanism that
links the adoption of an outcome ranking (Arndt 2008; van de Walle 2008) to the
kind of unintended reactions under analysis here (Fig. 3.1).

3.4 Exploratory Case Study
3.4.1 Context and Background

The analytical framework is used to observe a pilot case study in the Italian public
sector at the intermediate tier of government (Region of Lombardy, northwest of
Italy), where a performance ranking composed of outcome measures was adopted
as the key management tool. Traditionally, Italy is classified as a Napoleonic
country (Painter and Peters 2010; Peters 2008) in terms of administrative tradition.
However, some typical features of this tradition have been undergoing significant
changes. As concerns centralization, for example, devolution of powers toward the
intermediate tiers has been significant over the years (Garlatti and Fedele 2014;
Fedele and Ongaro 2008). On the other side, the institutionalization of manageri-
alism varies across areas, although the traditional prevalence of administrative law
vs management still holds true. Lombardy is considered, in many ways, as a
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frontrunner of management logic within the Italian public sector and one of the
regions that more radically took advantage of the room for maneuver opened by
devolution reforms.

The policy under analysis is within the labor policy sector and stems from the
integration, in 2013, of a number of separate policies in place before; its main
objective is to place unemployed people back at work. The policy, like many others
in Lombardy, is based on a vouchers arrangement, in which service provision is
separated from its financing. The funding remains with government in the form of a
voucher, which is issued to individual beneficiaries, entitling them to exchange the
vouchers for the custom-tailored services provided by a range of public and private
“employment services” suppliers. The providers need to be accredited in an open
list composed and updated by the government so to ensure that providers comply to
a set of quality standards. The institutions in charge for the policy are the “core”
Department for Education, Training and Employment and the executive agency that
operates at arm’s length, i.e., the Agency for Education, Training and Employment.

Although the policy had been, generally speaking, successful, placement results
were worsened by gaming behaviors by service providers. Suppliers, in fact, were
cream-skimming beneficiaries to attract the less problematic ones, i.e., those that
cost less and are easier to place back at work. Some suppliers, furthermore, were
locking in users just waiting to place them, without providing customized services.

3.4.2 A Partial Reform: Moving to a Performance Ranking

In 2013, the policy was changed along many lines. First of all, a number of
previously existing policies were replaced by the current single multi-target policy.
Two main innovations were introduced:

e individual users receive a score and are grouped in different “service streams” so
to let the payment structure reflect differences across cases and avoid
cream-skimming;

e cvery accredited supplier is assigned a “budget ceiling,” i.e., the maximum
amount of public money that each supplier cannot exceed from the beginning of
the policy to its end. The budget is dynamic inasmuch as periodically reviewed
so to reduce locking-in and reduce market shares for underperforming providers.

The fact that typical gaming behaviors associated with a voucher environment were
ruled out makes the case a “polar” one as concerns the observation of different
clusters of unintended effects. For the policy round starting in October 2013, initial
budget ceiling was allocated both on the basis of structural factors (65%) and of
performance indexes (35%) as follows:
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25% of the available funding was equally distributed among the operators;

e 40% of the available funding was attributed proportionally to the amount of
public funding spent in the past rounds of the policy (as a proxy for the size of
the operator);

e 28% of the available funding was attributed proportionally to the number of
people put back at work;

e 7% of the available funding was attributed proportionally to the number of
people placed at work only to the operators placing more than the average.

At the end of every bimonthly period, the budget is reviewed by the executive
agency in charge for implementing the policy. Specifically, the agency simulates
the reallocation of the unused budget on the basis of a pretty straightforward
outcome measure, i.e., the number of people placed back at work. The redistribu-
tion of unused funding to the operators happens on the basis of three performance
components:

e 60% of unused funding is distributed proportionally to the number of people put
back at work;

e 20% of the unused funding is distributed proportionally to the number of people
in the service stream 3 (most disadvantage) placed at work;

e 20% of unused funding is distributed proportionally to the number of relocated
people only to the operators placing more than the average.

However, the executive agency in charge does not take a fully binding decision. It
updates a composite performance ranking, based on the mentioned outcome mea-
sure, and sends it, along with a report containing specifics, to the parent department.
The parent department faces a number of options: It can increase the budget ceilings
when the unused budget is close to zero; can proceed with the allocation of the
unused budget as per the simulation; or finally can do both things. A decision is
then formally adopted by the parent department and made available to the public.

3.4.3 Unintended Effects: Blame-Avoidance Strategies

Case analysis allowed to document three blame-avoidance behaviors enacted by the
different players involved. One significant strategy was put in place by service
providers attempting at not losing positions in the ranking. Since the position in the
ranking is associated with successfully treated cases, meaning persons that find a
new job, any person not successful in finding a new job would worsen the provi-
ders’ position in the ranking. This would worsen in turn their reputation among
users and make them lose money tomorrow. A traditional gaming strategy, such as
cream-skimming, was made impossible to pursue, due to the new systems of budget
ceilings and service streams. “Pure” lock-in of single users was no longer conve-
nient given the “dynamic” budget. Therefore, providers found a new form of
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creative compliance: They would accept candidates, but would establish an unof-
ficial waiting list. A candidate likely to be refused a job would be held back, until
another, likely successful candidate, was ready to be spent for an interview along
with the weaker candidate. Obviously, no official record was kept, leading to
organizational amnesia that may be convenient for blame-avoidance in that no
evidence of wrong-doing or dubious purposes could be found by inquiries or
inspectors. This can be conceived as a special type of blame-avoidance behavior
that incorporate elements of “output distortion.” The type of reaction described here
is halfway between a traditional gaming strategy (output distortion) aiming at
maximizing the incentives at the cost of any other considerations and a
blame-avoiding behavior, aiming at preventing allegations of mismanagement and
ineffectiveness by officials and users.

A second, and more clear-cut, case of blame game involved the executive
agency and the parent department. Degrading a provider and reducing its budget is
surely an unpopular decision. Delegation itself is an agency blame-avoidance
strategy; therefore, the creation of an executive agency entails risk transfer from
elected officials and parent department. However, doesn’t matter how specific,
every formal organizational design can leave room for interpretation and further
routines to be agreed upon. Therefore, the executive agency insisted that its formal
competencies should be limited to composing and updating the ranking and to
producing budget simulations, while refusing to take on discretionary decision
powers. The agency insisted that any discretionary power should instead be shifted
to the parent department. The argument used by the executive agency’s manage-
ment was that the “formal” adoption of a decision like that is no longer an oper-
ational task but a political/regulatory one and therefore the parent department
should be in charge. The argument resembles some administrative “mantra” about
the policy/operational split (Fedele et al. 2007) in the department-agency relation.
At the same time, this move might be interpreted as a blame-avoiding strategy of
the agency type, i.e., carried out via organizational design. As a response, the parent
department advocated, in the beginning, the compulsory application of the bud-
getary rules. In the arrangement advocated by the department, its competencies
would be limited to formally adopt an act whose content was not the exercise of any
discretionary power but the application of an automatic formula. This seems an
attempt to enact protocolization, i.e., a blame-avoidance policy/operational strategy.
Irrespectively to who won the blame game, however, the resulting arrangement
spreads competencies among various organizations making detection of responsi-
bility harder to trace in matters that can potentially attract blame from a relevant
constituency, i.e., the providers.

The executive agency in charge for implementing the policy enacted another
blame-avoidance strategy. The policy was pretty salient since unemployment is a
crucial topic for public opinion in Italy. His dynamics are highly complex but the
clear-cut metric adopted as the KPI was highly intelligible also for non-experts. One
risk was that the policy could be deemed as uninfluential i.e., accused of placing a
number of people back at work not exceeding the job market trends. This might
lead to claims of wrong-doing and inefficiency by the media and the public opinion.
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The agency, therefore, insisted on the introduction of a compulsory counterfactual
impact evaluation to be carried out by external evaluators as a compulsory com-
ponent of the policy cycle. Although this might be considered as a standard pro-
fessional practice, a rival argument can be proposed. Since the policy had been
designed intentionally as voluntary and not compulsory for unemployed individ-
uals, self-selection was likely to ensure a positive feedback from a counterfactual,
since only more qualified and motived people would engage in the policy.
Therefore, this strategy could be qualified as presentational, since it is based on data
staging and framing although some element of agency strategy (i.e., delegation to
third parties, i.e., the evaluators) are in place.

3.5 Analysis and Conclusions: Conceptualizing
Mechanisms

Case analysis allows to provide some inputs useful to deepen the understanding of
how outcome-based performance management influence blame-avoidance. The
arguments presented here try to insulate a possible mechanism (Hedstrom 2005),
whose sharpness, however, needs to be confirmed through further empirical
research, especially through replication of case studies using the same analytical
framework.

Juxtaposing the blame-avoidance strategies documented above, it can be noted
that when the source of potential blame was users or the general public, the strategy
enacted by both suppliers and various branches of government was of the pre-
sentational type, while, when the source of blame was service suppliers,
blame-avoidance happened through agency and policy/operational strategies.
Therefore, it could be argued that the nature of the group from which the blame
could arise played a role in shaping the type of blame-avoiding reaction. In search
for an explanation, it must be noted that a decision or a policy is not blame-worthy
per se, but it is such in the eyes of a given group that find it unfair or damaging.
This is why the nature of the “blamer” matters in terms of which strategy is chosen
by a blame-avoiding player. In the case under analysis, it is evident that users and
public opinion are, when compared to providers, a larger group that find harder to
overcome the free-rider problem in activating collective action (Olson 1965); ser-
vice providers are, instead, a special interest group that is likely to be more efficient
in influencing the policy. Secondly—also on the basis of the first argument, users
(not to mention general public) are more of an outsider to the policy village (Heclo
and Widalwsky 1974) when compared to service providers; their participation and
incorporation in the policy process does not seem very deep or institutionalized
(Fung 2006). Finally, users and general public normally possess less specialist
knowledge, again at least comparatively to administrators and providers. These
features might account for explaining the type of blame-avoiding response.
Presentational strategy in the end is about “telling and selling a story.” It might be
argued that while it is viable to use this approach to convince a non-specialist-wide
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Ranking Entity Entity Entity Entity blame-

based avoidance

on outcome | Officials and service | Officials and service | Officials and service Officials and service strategies

measures providers providers providers providers

Naming and Activity Activity Activity Activity Presentational

shaming Weight blamers’ Estimate blamers’ strategies
Fears potential Identify potential knowledge and knowledge and

Enhancing blame blaming groups mobilization capacity | mobilization capacity

transparency as not relevant

in allocation

Fig. 3.2 Mechanism a: from outcome measures to presentational strategies

Ranking Entity Entity Entity Entity blame-

based avoidance

on outcome | Officials and service | Officials and service | Officials and service Officials and service | strategies

measures providers providers providers providers

Naming and Activity Activity Activity Activity Agency

shaming strategies
Fears potential Identify potential Weight blamers’ Estimate blamers’

Enhancing blame blaming groups knowledge and knowledge and

transparency mobilization capacity | mobilization capacity

in allocation as relevant

Fig. 3.3 Mechanism b: from outcome measures to agency strategies

audience that possesses scant information and does not easily mobilize, an orga-
nized community of insiders is not likely to buy it and the strategy can backfire.
Therefore, when dealing with organized insiders a rational blame avoider is likely
prefers to recur to agency and policy strategies that are played beforehand through
designing structures and procedures. Therefore, two potential mechanism, linking
outcome measures (and their intended effects) to different blame-avoidance
responses could be extrapolate from the analysis (Figs. 3.2 and 3.3)

Summing up, results contribute to the research agenda focusing on
outcome-based performance management, exploring its relation with one cluster of
unintended effects. More broadly, result can contribute to the research agenda
exploring public management paradoxes. Secondly, on the practical side, results
contribute to research on performance management in the public sector, providing
insights on how to predict some traps in designing and using outcome measures.

However, it is necessary to point at findings’ limitations that future research
could address. First of all, since the present is a pilot case, meant at extrapolating a
possible mechanism, the hypnotized concatenation of events and causal forces
needs to be analyzed in a “mechanism-testing” fashion, through a larger number of
empirical observation. In order to sharpen the findings, secondly, the mechanism
could be tested across different administrative setting and policy areas. This could
contribute, finally, to add knowledge on the specific topic analyzed here and finally
to sharpen the paradigm of outcome-based performance management.
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Appendix: Major Methodological Choices

Data have been collected in the first semester of 2016 through different steps, as
described in the following. Multiple data collection techniques have been employed
to allow triangulation and reach sharper evidence.

e Step 1. Analysis of official documents (aim: reconstructing the policy
mechanism)

First of all, authors reviewed a number of administrative decisions shaping the
functioning of the policy under analysis:

— D.g.r. n. 555/02.08.2013

— D.gr. n. 748/04.10.2013

— d.d.u.o n. 9308/15.10.2013
— d.d.u.o. n.1436/24.02.2014
— d.d.u.o. n. 3591/29.04.14

— d.d.u.o. n. 3957/13.05.14

— d.d.u.o. n. 5186/17.06.14

— d.g.r. n.1983/20.06.14

— d.gr. n. 2257/01.08.14

— d.d.u.o.n. 7587/05.08.14

— d.d.u.o. n. 11642/03.12. 2014
— d.d.u.o. n. 44/12.01. 2015
— Dgr n. 3144/18.02.2015

— d.d.u.o n. 1962/13.03. 2015
— d.d.u.o. n.2372/26.03. 2015
— d.d.u.o. n.3664/08.05.2015

Secondly, the research group reviewed the following documents:

— progress reports
— evaluation reports

Documents have been partly retrieved from the portal of Regione Lombardia and
partly handed to the research group.

http://www .lavoro.regione.lombardia.it/cs/Satellite?c=Attivita&childpagename=
DG_IFL%2FWrapperBandiLayout&cid=1213774160020&p=
1213774160020&pagename=DG_IFLWrapper

e Step 2. In-depth interviews (aim: exploring the existence of potential
mechanism)

After reconstructing the policy mechanism, the research group performed a first
round of interviews with the director of the executive agency in charge for the
implementation of the policy and his staff. The first round of interviews was not
structured around a predefined set of questions so not allow potential interpretative
bias.


http://www.lavoro.regione.lombardia.it/cs/Satellite%3fc%3dAttivita%26childpagename%3dDG_IFL%252FWrapperBandiLayout%26cid%3d1213774160020%26p%3d1213774160020%26pagename%3dDG_IFLWrapper
http://www.lavoro.regione.lombardia.it/cs/Satellite%3fc%3dAttivita%26childpagename%3dDG_IFL%252FWrapperBandiLayout%26cid%3d1213774160020%26p%3d1213774160020%26pagename%3dDG_IFLWrapper
http://www.lavoro.regione.lombardia.it/cs/Satellite%3fc%3dAttivita%26childpagename%3dDG_IFL%252FWrapperBandiLayout%26cid%3d1213774160020%26p%3d1213774160020%26pagename%3dDG_IFLWrapper
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e Step 3. Brainstroming (aim: insulating a potential mechanism)

After collecting field information, the research group have performed two rounds
of brainstorming in order to insulate a potential mechanism from the empirical
evidence, using the analytical framework described above (Beach and Pedersen
2013) and the procedures suggested by Miles et al. (2014) to handle qualitative
data.

e Step 4. Semistructured interviews (aim: sharpening the potential mechanism)

After insulating potential mechanisms, the research group performed a second
round of interviews with the director of the executive agency in charge for the
implementation of the policy and his staff. The second round of interviews recurred
to a semistructured set of questions aimed at sharpening the mechanisms insulated
during step 3.
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Chapter 4

Designing Outcome-Based Performance
Management Systems to Assess Policies
Impacting on Caesarean Section Rate:
An Analysis of the Sicilian Maternity
Pathway

Enzo Bivona and Federico Cosenz

Abstract The reduction in Caesarean sections (CSs) is widely considered a priority
in the public decision makers agenda. Though the World Health Organisation has
strongly encouraged countries to implement policies to reduce CSs to 10-15%,
after almost thirty years this goal appears still far from its achievement. The liter-
ature depicts CS as a multifaceted phenomenon whose causes involve different
factors, ranging from the patient sphere to the health care level of services provided,
and the societal preference of CS practice. Policy makers aiming to standardise
cares and to reduce CSs often implement maternity pathways (MP). By investi-
gating the MP introduced in the Sicilian region, the authors highlight the need to
adopt an outcome-based performance management approach to assess the effec-
tiveness of CS reduction policies. The suggested perspective also reveals the
necessity to frame and coordinate the interdependencies between the different actors
playing a crucial role in the MP.
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4.1 Introduction

High Caesarean birth rates are still an international concern. In 2011, 1 of 3 women
who gave birth in the USA did so by Caesarean delivery. In the same period,
European countries recorded on average a lower rate, ranging from a minimum of
14.7% in the Republic of Iceland up to 37.7% registered average in Italy. Though
recent data show a slight reduction, Caesarean delivery rates are far from the
10-15% considered the ideal rate by the World Health Organisation (WHO 1985).
The appropriate Caesarean Section (CS) rate is still a hot topic in debates among
professionals on one side and public policy makers on the other side. For certain
critical clinical conditions (such as placenta previa or uterine rupture), Caesarean
delivery is firmly established as the safest delivery. However, for most low-risk
pregnancies, Caesarean delivery appears to pose greater risk of maternal morbidity
and mortality than vaginal delivery. It also implies higher costs for both health care
providers and citizens.

The wide range of CSs case-mix makes the interpretation of results a very hard
task. It is clear indeed that CS rates should not be judged in isolation from other
characteristics, such as the epidemiological profiles of the patients and the pre- and
post-partum health care services provided.

To reduce CS rates, a multidisciplinary approach is widely advocated. Previous
research often focused on practices professionals must adopt to reduce CS rates.
Other studies investigated how cultural norms in a given community are likely to
impact on the acceptance of CSs.

This study proposes a different perspective of analysis. In particular, it aims to
investigate the critical role played by the maternity pathway adopted by the Sicilian
region to reduce CS rates.

Based on this analysis, we propose the adoption of a performance management
approach to design a set of outcome measures aimed at supporting decision makers
in assessing the impact of CS reduction policies.

Due to the complexity of the CSs, an approach aimed to identify the drivers
favouring or discouraging the recurrent use of this practice is indeed required. To
this aim, a dynamic performance management approach is outlined, and the rela-
tionships between strategic resources accumulation and depletion processes, per-
formance drivers and end results impacting on CSs are made explicit.

The chapter is divided into five sections. We begin with an analysis of the
existing literature on the main drivers affecting CSs. In the next section, we analyse
the maternity pathway recently introduced in Sicily. Based on the limitations
showed by the maternity pathway measures, the dynamic performance management
approach oriented to design a set of outcome measures impacting on the CS rate is
illustrated. Then, such an approach has been applied to assess the policies impacting
on CS in the Sicilian context. In the final section of the chapter, conclusions and
research perspectives are highlighted.
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4.2 What Drivers Affect Caesarean Rate?

The WHO (1985) set a justifiable CS rate in any region of the world not greater than
10-15%. Some countries, especially in Northern Europe, such as Finland, Norway
and the Netherlands record an average Caesarean rate around 17%, and they may
reasonably reach the WHO target. However, they can be considered an exception.
USA, Asia and many other European countries cope with a higher CS rate, ranging
from 20 up to 35% (Macfarlane et al. 2016). For these countries, the WHO’s CS
goal may appear as a utopia.

Several studies investigated those factors underlying the raise worldwide in the
CS rate. By analysing such contributions, it is possible to find a general consensus
around the main causes determining the growth in the CS rate. However, due to the
multifaceted complexity of the investigated phenomenon, it is hard to detect the
same level of agreement on policies able to reduce it. CS causes are various: they
range from pregnant/unborn health conditions, health care practices, cultural
propensity towards CS, legal issues up to financial incentives, just to mention few
of them (Brennan et al. 2009; Zizza et al. 2011; Betran et al. 2007; Li et al. 2013,
2017).

A study investigating extensively such causes is far from the goal of this
research, and it might run the serious risk to be incomplete. This work, instead, tries
to offer a critical review of those factors that can be targeted by decision makers to
implement successful strategies to reduce the use of CSs.

Looking at CS causes potentially addressed by decision makers, a recent study
highlighted the role played by the clinical dimension (i.e., the way pregnant women
receive hospital cares), in terms of diversified obstetrical practices diffused inside
hospitals and poor university trainings offered to professionals on the practical
aspect (Istituto Superiore della Sanita 2010).

Other studies remarked the influence that social/cultural dimension has on the
woman decision to have a CS. The social/cultural misperception that the CS is often
safer than the vaginal delivery (VD) and the declining women birth rate, due to a
decrease in women fertility recorded worldwide, has been indicated as main factors
stimulating CS practice. This scenario may influence obstetricians, who might be
conditioned by non-medical risk factors on the decision making process (Triunfo
et al. 2015).

Robson et al. (2013) recently stressed the importance to take into account the
patient dimension. Although it is generally accepted that the health conditions of
both the pregnant and the unborn have a critical role in the decision to make a CS or
to favour a VD, the increasing autonomy of the women to decide the mode of
delivery may significantly impact on the request of a CS. In most national guide-
lines, we recognised the reinforced right of women to decide for a Caesarean
delivery even in cases of low-risk pregnancies and in presence of obstetrician
disagreement.

The brief review of the above studies depicts a multidimensional picture of those
factors impacting the CS rate. Designing effective strategies to reduce the CS rate is
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a very complex task. This difficulty is exacerbated at the level of individual health
facility, as it is often difficult to determine an appropriate rate of CS. In fact,
differences in the groups of patient’s case-mix and related obstetric profile make
inapplicable a universal reference rate for CS, and consequently, decision makers
may find difficult to interpret results and to design unique effective policies to
reduce CS rates.

4.3 An Analysis of the Maternity Pathway in the Sicilian
Region

Sicily is a region located in Southern Italy of about 5 millions of inhabitants. In
2015, the regional government adopted the national guidelines to implement in the
health care system a maternity pathway (MP). It aims to coordinate the maternity
care services provided by the different perinatal players operating in a given pro-
vince. It is conceived as a care pathway aimed at fostering the integration between
hospitals and other health care players operating within the same local areas.

This pathway begins at the pre-conception phase—including pregnancy and
childbirth—and it ends in the early months of child’s life. It is designed to provide a
standardised procedure to pregnant women with the intent to respect the regulation
on woman and child health with a focus on reducing CSs. Its articulation depends
on the level of pregnancy risk' and, based on this, distinguishes alternative solu-
tions. In particular, neonatal risks are classified in: (1) maternal, (2) foetal and
(3) maternal/foetal. The pregnancy risk level is determined according to the WHO
model (WHO 2001).

Following a systemic perspective between both maternal cares and psychosocial
aspects, the pathway encompasses a local network (birth pathway network) made of
regional and hospital services connected to the mother—child area. In particular, this
network includes: family counselling network, natal centres (divided in first and
second level of pregnancy risk), general medicine doctor network (MMG),
free-choice paediatricians (PLS), neonatal emergency transport service (STEN),
maternal care emergency transport service (STAM), regional offices located inside
hospital units. Each natal centre is divided into two areas: obstetrical and
neonatal/paediatric. Second-level natal centre is also known as neonatal intensive
care unit (UTIN).

"Examples of first-level pregnancy risk are: <16 or 40> years old woman; <150 cm height; cer-
vical or vaginal infections; foetal malformation; three or more spontaneous abortions; epilepsy. On
the other hand, examples of second-level pregnancy risk include: vaginal bleeding, uterine mal-
formations, uterine myomas and presence of pelvic mass. There are also third-level pregnancy
risks—directly treated in natal centres—such as twin pregnancy, foetal growth delays, foetal
malformations and diabetes.
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The main steps of the MP are:

. pre-conception period organisation and management;
. preliminary pregnancy risk assessment (obstetrical and psychosocial);

low-risk pregnancy cares;

. higher risk pregnancy cares according to the related specific risk conditions;

. training courses leading to childbirth;

. cares to pregnant women affected by psychological or social difficulties;

. postpartum cares (perineum assessment, breastfeeding guidance and support,

contraceptive advisory, postpartum depression early diagnosis);
neonatal cares.

A graphical representation of the MP adopted in the Sicilian region is portrayed in
Fig. 4.1.

Particularly, pregnant women may choose to receive pregnancy cares by private

gynaecologists or by family counselling, which preliminarily filters physiological
and pathological pregnancies. Focusing on the latter case, two pathways are rec-
ommended according to the risk analysis:

MAIN DUTIES &
RESPONSIBILITIES

Physiological pregnancy: in this case the pregnant woman undergoes a series of
clinical exams in the family counselling and, after 36 weeks and 6 days (i.e., the
end of pregnancy), goes to a first-level natal centre located inside a hospital
where to give birth. Afterwards, the mother goes back to the family counselling
to undergo treatments (such as breastfeeding, contraceptive and postpartum
phases) oriented to support the postnatal progress.

Pathological pregnancy: in this case the pregnant woman—who shows
pathologies or risk factors before the 34th week—is entrusted to UTIN which
provides support to premature births and specialised cares to specific patholo-
gies. Namely, in case of low pregnancy risk, maternal cares to the pregnant
woman are provided by family counselling until the 36th week; then, childbirth
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Fig. 4.1 The MP adopted in the Sicilian region
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Fig. 4.2 The MP map based on risk level classification

is carried out in first-level natal centres. On the other hand, in case of high
pregnancy risk, the pregnant woman is directly entrusted to second-level natal
centres where, at the end of pregnancy, the baby will born. Postnatal services are
performed by the family counselling.

Figure 4.2 synthesises the MP map based on the above risk level classification.

In addition, all players involved in the MP have to implement specific perfor-
mance measurement systems to assess the different activities carried out.

However, the indicators included in these performance measurement systems
often show a number of limitations mainly due to a bureaucratic perspective used in
their design. In particular, they aim at capturing the increase in the use of MP
services by pregnant women, but this does not ensure a reduction in the CS rate per
se. It might represent a useful measurement once the validity of such a pathway in
reducing CS rate is fully demonstrated. In addition, they do not support decision
makers to understand how to change the resources allocation policies to affect the
CS rate.

To effectively support decision makers’ understanding of the outcomes resulting
from the implementation of a given policy, a measurement system should identify
and measure those causal determinants producing a major effect on CS rate.
Namely, according to a systemic perspective such drivers are strictly related to
resource allocation policies and are likely to affect performance, in terms of both
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outputs and outcomes over time. Therefore, monitoring performance drivers may
serve as a basis on which to promptly reformulate public policies.

In the next section, we introduce a method to design more effective outcome
measures to support decision makers in assessing the impact of regional policies on
CS rate.

4.4 A Dynamic Performance Management
Approach to Design a Set of Outcome Measures
Impacting on CS

Bringing outcome measures into public service decision making and management is
nowadays a key challenge to take on a broader perspective of public performance
management results, as well as to ensure increasing benefits to the territorial area in
terms of quality of life and welfare (Pollitt and Bouckaert 2004). The importance of
measuring outcomes in the public sector relies on the fact that, unlike the private
sector, there is no bottom line against which performance can be measured. In fact,
while assessing short-term results of a single institution is generally considered
feasible (output), problems occur when we aim to measure the long-term impact
produced by the aggregated contribution—in terms of output—of many
public/private organisations on the local area in which they operate (outcome). As
Bianchi et al. (2017) assert “the use of a short-term perspective and a sectoral
approach in the formulation and implementation of strategies...lead to a static view
of the system and to a lack of coordination in policy making between different
public agencies, non-profit and private stakeholders.”

This approach is unlikely to help policy makers to identify sustainable actions on
complex issues which span across several jurisdictions, both in terms of level (e.g.,
national, regional, local) and policy domain (e.g., policing, welfare, education,
justice). Indeed, the complex interaction between these players, an idiosyncratic
perspective of public performance management, and the lack of a “robust” coor-
dination, generate critical methodological issues to design and implement
outcome-based performance measurement systems.

The health care sector has a long tradition in using outcome measures to assess
care quality. Such a tradition is mainly rooted in analysing performance according
to a medical approach.” On this concern, several perinatal outcome indicators
have also been designed and implemented, particularly in Europe (Wildman et al.
2003). From a strategic management perspective, to overcome the above constraints

°In medical science, the term “outcome” has to be intended in the Donabedian’s conceptualisation,
i.e., it refers to a patient's health status or change in health status resulting from the medical care
received (Donabedian 2005). This definition is oriented to analyse the post-cares patient survival
conditions and includes intended outcomes (e.g., the relief of pain), as well as unintended out-
comes (e.g., complications).
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to outcome measurement design, coordination between different services and
organisations (internal and external coordination) and a methodological approach to
performance management are required. As Fixsen et al. (2005) also remark, this
coordination helps to capture the multi-level influences on performance measure-
ment implementation, from external influencers to organisational and core imple-
mentation process components. The critical role played by implementation theories
has been largely debated in the health care management literature (Damschroder
et al. 2009).

Implementation is a social process directly connected with the context in which
the adoption and use of a new practice take place, where the context includes a set
of circumstances or factors that affect implementation. It represents the gateway
between an organisational decision to adopt an intervention—such as the intro-
duction of outcome-based performance management systems applied to MP—and
the routine use of that intervention (Dixon-Woods et al. 2011). As such, it focuses
on the transition period during which targeted stakeholders become increasingly
skilful, consistent and committed in their use of an intervention (Klein and Sorra
1996; Damschroder et al. 2009). Implementation may vary according to a number
of factors, such as the characteristics of the intervention, the governance levels
involved and the organisational setting.

Unlike other health care interventions (Greenhalgh et al. 2004; Damschroder
et al. 2009), the implementation of MP requires an active change process aimed at
fostering its use at individual, organisational and inter-institutional level. It also
implies the adoption of a performance measurement system calibrated on the
multiple sub-processes encompassing the MP, and related interplays, leading to
outcomes.

A dynamic and outcome-based performance management approach is particu-
larly valuable for this purpose, since time disjunctions between actions and results,
and nonlinear feedback relationships affecting outcomes, limit decision makers’
understanding of the structure and behaviour of the system in which their polices
will be implemented (Bianchi et al. 2017). This approach supports them to manage
possible risks related to unintended effects of policies which, although they may
look consistent from a static and sectorial perspective, may fail in the long term due
to a lack of coordination or lack of flexibility (Bianchi et al. 2017; Ghaffarzadegan
et al. 2011).

A dynamic and outcome-based performance management approach is adopted to
support decision making through better coordination between performance mea-
surement reporting and strategy/policy design. Such coordination helps policy
makers and public managers to trace both causes and drivers that have led to a
given performance level over time. It also contributes in enhancing the diagnosis
process to put in place corrective actions and strategies oriented to fill the gap
between the actual and the target performance. As such, similarities between this
approach and the Balanced Scorecards by Kaplan and Norton (1992) applied to
health care can be found especially in terms of purposes and contents (Zelman et al.
2003). In fact, both of them are grounded on the assumption by Nelson et al. (2002,
p. 18) according to which “change in the health system is subject to a linked chain
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of effect that connects individual patients, communities and clinicians with small,
naturally occurring front-line units, with countless large and small host organisa-
tions all of which exists in a modulating policy, legal, social, financial and
regulatory environment.” In addition, they both are concerned with the challenge of
implementing processes—e.g., clinical pathways—consistently across a large but
extremely diverse organisation—e.g., health care sector institutions
(Bilkhu-Thompson 2003).

In particular, an outcome-based performance management approach is primarily
concerned with the identification of both end results (output and outcome) and their
respective drivers. To affect such drivers, public organisations must build up,
preserve and deploy a proper endowment of strategic resources that are linked each
other. This also implies that decisions made by different actors upon interdependent
strategic resources should be coordinated each other according to a systemic view.
Particularly, each strategic resource should provide the basis to sustain and foster
others in the same system. For instance, both physicians and technological equip-
ment provide cares, which affect perceived service quality. This produces a certain
(i.e., positive or negative) impact on the hospital reputation which, in turn, influ-
ences patient satisfaction. A change in patient satisfaction will affect public funding
to increase the stock of available financial resources, and eventually care and ser-
vice quality (see Fig. 4.3).

Performance drivers are associated with critical success factors in the referring
public sector. They can be measured in relative terms—as a ratio between the
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Fig. 4.3 Outcome-based Dynamic Performance Management framework (adapted from Bianchi
2016, p. 73)
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organisational performance perceived by users and a benchmark—or a target value.
Such a denominator must be gauged in relation to perceived past performances or
users’ expectations.

Following this approach, it is possible outlining the policy options formulated to
affect the strategic resources that will influence performance drivers, and—through
them—the end results, which in turn will feedback on the strategic resources. In
addition, this performance management perspective does not limit its relevant
boundaries to a single organisation. Rather, it is aimed at designing performance
measures that can assess the long term effect and broader impact of implemented
policies by a single player on a much wider system. A system-wide view of per-
formance eventually requires to be combined with an internal view, by each
organisation, in order to foster a strategic dialogue and coordination among the key
players oriented to improve their aggregated contribution to the overall system.

4.5 Applying the DPM Approach to Design a Set
of Outcome Measures to Assess Policies Impacting
on CS in the Sicilian Context

In the last decade in Italy, all regional governments have been required to set the CS
rate around 20%, in particular for those women who are pregnant for the first time
(primaparous). Since 2010, this rate has been slightly decreasing from 28.3 to
25.7%. However, there are several regions in which such a rate reaches values
above the 50%.

In Sicily, in 2010 the recorded CS rate was almost 40%. Nowadays, it is stable
around 28%, still far from the 20% goal set at national level (Fig. 4.4).

In 2015, the regional government introduced a MP to standardise the care and to
reduce the CS rate. With the introduction of such a pathway, some indicators have
been identified. These measures track the diffusion of the pathway used by pregnant
women, but they are not able to assess the effectiveness of the resource allocation

Fig. 4.4 CS rate recorded Cesarean Section rate
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Fig. 4.5 Outcome-based Dynamic Performance Management applied to MP

policies oriented to reduce the CS rate. With the intent to overcome such short-
comings, an outcome-based performance management approach is here used.

The framework reported in Fig. 4.5 outlines the relationships between outcomes,
performance drivers and strategic resources affecting CS rate.

Among the outcomes, different measures have been identified according to the
clinical, the social/cultural and the patient dimension impacting on a change in CS
rate, as emerged from the literature discussed in Sect. 4.2. In particular, in the
clinical dimension, two main outcomes are taken into account: change in doctors’
satisfaction and in doctors’ expertise. They depend on the decision to invest in
doctors’ training, as well as in organisational climate.

In the social/cultural dimension, change in patient awareness of CS risk and
change in MP diffusion level aim to detect the effectiveness of the promotion and
broadcasting actions undertaken by decision makers to impact on CS rate. The
patient dimension includes change in child and woman post-partum health, and
change in women satisfaction regarding all the MP phases, as a consequence of the
initiatives aiming to improve the quality and the number of services of the MP. All
the above measures are likely to affect the main outcome indicator resulting in a
change in CS rate, which in turn influences public cost savings.

To understand how policies undertaken by decision makers are able to affect the
above outcomes, it is worth making explicit the underlying performance drivers.
Figure 4.5 shows a number of performance drivers. For instance, the ratio between
actual and expected doctors’ training activities is likely to capture a change in
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doctors’ expertise. In addition, the alignment of MP education and training initia-
tives with the expected level drives a change in the outcome patient awareness of
CS risk. Likewise, the ratios between actual and total MP care, on the one side, and
between actual and expected MP cares quality, on the other, produce an effect on a
change in women satisfaction.

The above performance drivers indeed cannot be directly influenced by
decision makers. In fact, such measures result from a change in the interrelated
strategic resources. Strategic resources vary through accumulation and depletion
processes, which can be either affected by decision makers and organisational
routines. For instance, the number of doctors can be increased by the implemen-
tation of a hiring policy, while doctors’ satisfaction changes as a consequence of
internal routines related to the organisational climate. Among the other strategic
resources, there are patient training and education, pathway diffusion level, patient
awareness of CS risk, low- and high-risk pregnancies, woman satisfaction regarding
all the MP phases and organisational climate.

Figure 4.5 also shows a feedback relationship between the different elements of
the DPM framework. In particular, a change in the outcome measures is likely to
influence the corresponding strategic resources, which in turn affect the associated
performance drivers giving rise to a cause-and-effect chain (e.g., change in women
satisfaction regarding all the MP — woman satisfaction regarding all the
MP — ratio “pregnant women in MP/pregnant women” — change in CS rate
change in woman satisfaction regarding all the MP). Making explicit the above
feedback interdependences provides decision makers with a deeper understanding
of the main mechanisms driving the outcomes, and consequently, policies can be
reformulated by taking into account such a perspective.

4.5.1 Implications Arising from the DPM Implementation
in Assessing CS Reduction Policies

The DPM framework previously described highlights the need to coordinate the
multiple actors (regional offices, family counselling and natal centres) intervening
in the MP to design and implement effective and sustainable policies aimed at
reducing the CS rate. It also helps policy makers to identify the key factors they can
alter, i.e., the strategic resources reported on the top of the DPM framework.

To reduce the CS rate, regional offices may invest in promoting the “pathway
diffusion level.” As a consequence, a high number of pregnant women enter the MP
and, after an assessment of the patient low or high risk profile, the pregnant woman
is assigned to a corresponding MP. However, to perform such a timely patient
profile diagnosis, the family counselling carrying capacity (e.g., doctors and health
care capacity) should match the demand increase of MP care. A lack of such a
strategic resource negatively affects the service care level expected by pregnant
women—captured in the DPM through the driver “actual MP cares
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quality/expected MP cares quality”—which in turn impacts on the outcome
“change in woman satisfaction regarding all the MP.” This will feed back on the
strategic resource “pathway diffusion level,” thereby decreasing the number of
pregnant women in the MP. In the medium-long term, if investments in family
counselling, doctors and health care capacity are neglected, efforts by regional
offices in promoting the pathway diffusion will be unable to generate the desired
outcome.

Family counselling, in addition to the investments in capacity, can also allocate
resources to train and educate pregnant women to foster their awareness about
CS-associated risks and VD potential benefits, which may significantly reduce
women request to have a CS in favour of a VD.

The efforts made in promoting MP diffusion, patient’s risk profile diagnosis and
education, made by regional offices and family counselling respectively, may be
insufficient to achieve the desired outcome, if the level or type of strategic resources
that natal centres have (such as doctors, doctors expertise, doctors satisfaction and
health care capacity) are not aligned to the demand of MP care. In fact, investing in
doctors’ recruiting and training, beds and equipment, and organisation procedures
may affect both the patients, in terms of quality of care received, and the doctors’
expertise and satisfaction. An increase in the performance drivers “doctors in
MP/expected doctors in MP” and “doctors training activities/expected doctors
training activities” produces a positive impact on the outcomes doctors’ expertise
and satisfaction, leading to an improvement in the CS rate.

4.6 Conclusions

This chapter outlined a critical analysis of the MP adoption in the Sicilian region.
The authors propose to adopt the DPM approach to identify a set of outcomes able
to support decision makers in designing policies to reduce the CS rate.

The literature analysis depicts a very complex picture of those factors
influencing the change in CS rate. Such causes can be summarised into three main
dimensions: clinical, social/cultural and patient. This classification has allowed the
identification of interrelated policies decision makers can implement to act on
strategic resources. Such resources are likely to generate a change in performance
drivers, which in turn affect outcomes. We discussed a number of outcomes
impacting on CS rate, and they can be used to gauge the effectiveness of MP
implementation over time.

One of the main limitations of this chapter is that it explores a conceptual
articulation of the MP, as it has been designed by the regional administration. To
validate the suggested framework, we will aim to provide an empirical evidence
through a field investigation in one Sicilian province in which the MP has been
already implemented.
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5.1 Introduction

This chapter considers the implementation and evaluation of ‘Scotland Performs’
which communicates via its website the Scottish Government’s achievements in
relation to the aspirations set out in the National Performance Framework. The
purpose of this chapter is to respond to Pollitt’s (2006) observation that there have
been limited analyses of what elected members do with performance information
and to Arnaboldi, Lapsley and Steccolini’s (2015) encouragement of researchers to
undertake more nuanced research in this most difficult, complex, testing area for
researchers and practitioners alike. The focus of this chapter is therefore on utilising
a case study approach to explain and analyse the Scottish Government’s system of
outcome-based performance management.

This case study explores the research question on the efficacy of organisational
performance management in a government context and incorporates a review of
contemporary literature on this topic. A case study approach to research involves an
empirical investigation of a phenomenon within its real life context using multiple
sources of evidence. Case studies can incorporate comprehensive descriptions of
current managerial practices and this chapter describes the Scottish Government’s
National Performance Framework and ‘Scotland Performs’. Case studies often
conclude by making prescriptions for future action to enhance performance and also
proscriptions on matters where mistakes/errors have been made. The approach
adopted in this research is that of a single case incorporating responses to the
following questions:

1. Have public organisations adopted performance measurement systems?

2. How are the measures used for decision making?

3. What are the main drivers relating to the adoption, use and effectiveness of
performance measures in public administration?

4. How do performance management systems affect the relationship between
policy-makers, public managers and external stakeholders?

5. In what circumstances to performance management systems predominantly have
symbolic purposes?

6. What is the future of performance management in public organisations?

The case of ‘Scotland Performs’ can be classified as an intensive case (Saunders
et al. 2012) as it contains a large amount of data on the practice of outcome-based
performance management in a Government context. Data was obtained through a
‘Freedom of Information (Fol)’ request to the Scottish Government and through
semi-structured interviews with senior Civil Servants in the Scottish Government
and a range of public service managers. The interviews took place in 2016.



5 The Scottish Government’s System of Outcome-Based Performance ... 83

5.2 The Development of Outcome-Based Public
Management

Baur (1966) noted a growing interest in social goals and indicators and there
reporting on such subjects as the reduction in poverty, freedom from discrimination,
social and political participation, civil liberties and the administration of justice, art
and culture, employment and leisure, learning and education, health and well-being,
the production of knowledge, the natural environment, the urban environment, and
the mass media. Gross in the same text (Baur 1966, Chap. 3) also noted that the
maturation of social accounting concepts will take many decades. Therefore interest
in outcome-based performance management is not new and may be considered to
be ‘old wine in new bottles’ but there has doubtless been an exponential growth in
interest in outcome-based performance manage as a consequence of the range of
global developments broadly classified as ‘New Public Management (NPM)’ and to
the developments in communication and information technologies which facilitate
the collection, analysis and dissemination of complex social and performance data.
Governments and public organisations internationally have been changing their
approach to management of public services. For many years there has been a focus
on inputs, processes and outputs, and performance was largely assessed on how
allocated budgets were spent and how processes were followed (Carter et al. 1993).
There has been a shift in approach to enable governments to promote and measure
progress in relation to ‘well-being’ and to consider this in terms of outcomes - or
what makes a meaningful difference to the quality of people’s lives.

5.3 The Scottish Government’s National Performance
Framework

The Scottish Government’s National Performance Framework was created in 2007
and has changed the relationships between public sector organisations and the
Scottish Government and between public sector organisations and funders acting on
behalf of the Scottish Government. The emphasis in performance governance is on
effective public policy implementation, performance measurement, accountability
and value for money. In 2007 the Scottish Government commissioned a literature
review on organisational performance management in a government context which
provided an evidence basis for the Scottish Government’s system of organisational
performance management ‘Scotland Performs’ (Mackie 2008).
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Pollitt (2001), Halligan (2007) and others suggest that global convergence is a
consequence of political and economic aspirations for achieving particular out-
comes and this is leading to a greater commitment on the part of governments to
achieve sustainable results. The National Performance Framework of the Scottish
Government is therefore not unique in its aspirations nor in its managerial
implications.

According to the Scottish Government (2011), outcome based processes often
promote localism, in the form of greater devolution of power and decision-making
to local government and local partnerships. This enables services to better reflect
local priorities and distinctive needs and circumstances. They focus on improving
the effectiveness of partnership working, where agencies co-ordinate their policies
and services towards the joint pursuit of shared outcomes. This in turn can foster
greater trust and better relationships among public bodies, and improved scope for
innovation. This approach also demands the adoption of underpinning cultures and
systems to support them. Strong leadership is needed to provide authority and
ensure momentum behind an outcome focus. Support is also required elsewhere in
the system, including at middle-management levels, to build awareness and skills
which enable outcomes-based principles to pervade throughout organisations.

Systems changes implied in an outcomes focuses approach include the devel-
opment of new performance management and reporting arrangements, using per-
formance information which allows progress towards outcomes to be measured. In
this way, as well as providing a basis for performance monitoring and review, an
outcome-based approach provides a potentially very powerful means of demon-
strating how governments are addressing the needs and concerns of their citizens.
The implementation of outcomes-based approaches necessitates multiple delivery
partners and the role of the Scottish Government is to concentrate on providing
leadership and direction, and to focus on strategic national priorities.

Following the election in May 2007 the Scottish National Party formed a
minority Government in the Scottish Parliament and changed the collective term for
the Government and its departments to “the Scottish Government” . In November
2007 the Scottish Government published a spending review containing a new
national performance framework. The spending review contains five “strategic
objectives’ supporting delivery of the purpose and, in turn, these are supported by
“national outcomes” which describe in more detail what the government wants to
achieve over a 10 year period. Progress on these outcomes would be measured
through “National Indicators and Targets”. The Scottish Government acknowl-
edged the need for government to take a more strategic approach to target setting
and set targets where the Scottish Government judge that it will be an incentive to
delivery. Elsewhere in the spending review the Scottish Government established the
direction of travel in which it expects indicators to move in the spending review
period.
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The focus of the Scottish Government’s Purpose is on creating a more successful
Scotland with opportunities for all to flourish. The Scottish Government believes that
sustainable economic growth is the avenue through which the Scotland can achieve this
and deliver a fairer, smarter, healthier, safer and greener society. Within the National
Performance Framework, national wellbeing is covered through a wide range of social
and environmental indicators and targets including mental wellbeing, income distri-
bution and carbon emissions as well as economic growth (Scottish Government, 2008).

‘Scotland Performs’ is the Scottish Government’s online tool for reporting on
progress on overall delivery of its Purpose and National Outcomes. The Scottish
Government is committed to the reform public services with a decisive shift
towards prevention, greater collaboration, partnership working, transparency and
workforce development. Excellent public services are essential for a productive and
equitable society. The Scottish Government have formally recognised the strength
of the public’s commitment to Scotland’s public services and believe that the
quality of those services is the bedrock on which Scottish society and future
prosperity depend (Scottish Government: http://www.scotland.gov.uk).

The Scottish Government has five objectives that underpin its core purpose—to
create a more successful country, with opportunities for all of Scotland to flourish,
through increasing sustainable economic growth:

Wealthier and fairer Scotland
Healthier

Safer and stronger

Smarter

Greener

Progress towards the Purpose is tracked by eight purpose targets and it is sup-
ported by 16 National Outcomes—describing the kind of Scotland the Scottish
Government wants Scotland to be—and 55 National Indicators, covering key areas
of health, justice, environment, economy, and education measure progress.

PURPOSE TARGETS

(Scottish Government: http://www.scotland.gov.uk)

In December 2011, a National Outcome relating to older people was added to the
National Performance Framework. The 16 National Outcomes are:


http://www.scotland.gov.uk
http://www.scotland.gov.uk

86

B. Mackie

To focus government and public s
successful country, with opportuniti
to flourish, through increasing sustainable economic g

Growth Productivity Participation Population Solidarity Cohesion Sustainability

STRATEGIC OBJECTIVES
THIER

SMARTER HEALTHIER

NATIONAL OUTCOMES

We live in a Scotland that is the most attractive place for doing business in Europe
We realise our full economic potential with more and better employment opportunities
for our people

We are better educated, more skilled and more successful, renowned for our research
and innovation

Our young people are successful learners, confident individuals, effective contributors
and responsible citizens

Our children have the best start in life and are ready to succeed

We live longer, healthier lives

We have tackled the significant inequalities in Scottish society

We have improved the life chances for children, young people and families at risk

We live our lives safe from crime, disorder and danger
We live in well-designed, sustainable places where we are able to access the amenities
and services we need

We have strong, resilient and supportive communities where people take responsibility
for their own actions and how they affect others

We value and enjoy our built and natural environment and protect it and enhance it for
future generations

NATIONAL OUTCOMES

We take pride in a strong, fair and inclusive national identity

We reduce the local and global environmental impact of our consumption and production

Our people are able to maintain their independence as they get older and are able to access
appropriate support when they need it

Our public services are high guality, continually improving, efficient and responsive
to local people’s needs

HOW ARE WE DOING?

Visit www.scotlandperforms.com

to track latest pro

March 2016
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5.4 National Indicators

The National Outcomes are directly linked to a set of National Indicators (now 55).
Scotland Performs offers accountability based on national priorities set out in the
National Performance Framework. Individuals can judge for themselves how
Scotland is progressing by accessing Scotland Performs via the Scottish
Government website. Scotland Performs measures how Scotland is progressing
through ‘direction of travel’ arrows on the ‘Performance at a Glance’ page which
indicate whether performance is improving, worsening or maintaining. Assessments
of progress are regularly updated from the latest evidence and each has explanatory
notes attached.
There are ten guiding principles for Scotland Performs:

Openness and transparency.

Accountability and responsibility.

Objectivity.

Independent assessment.

Dynamic site: real data, real time.

Accessibility 24/7.

Simplicity and clarity.

Credibility to Parliament and the wider public.

Shared responsibility for outcomes-based performance (with our partners).
Sharpening focus—driving improvement.
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National Performance Framework - Measurement Set

Increase Scotland's

Population
Healthy Life Expectancy

NATIONAL INDICATORS

Economic G th Improve Productivity
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Improve Economic
Participation

Growth

PURPOSE TARGETS

- Increase Solidarity - Reduce

Income Inequality

Improve the skill profile of the population

Reduce underemployment

Reduce the proportion of employees earning less
than the Living Wage

Reduce the pay gap

Increase the proportion of pre-school centres
receiving ve inspection report

Increase the proportion of schools receiving
positive inspection reports

Improve levels of educational attainment

Increase the proportion of young people in learning,
training or work

Increase the proportion of graduates in

positive destinations

Improve children's services

Improve children's dental health

Increase the proportion of babies with a healthy
Increase the proportion of healthy weight
children

Increase physical activity

Improve self-assessed general health
Improve mental wellbeing

Reduce premature mortality

Improve end of life care

Improve support for people with care needs

Reduce i to

Cohesion - Reduce
Inequalities in Economic

Participation across Greenhouse Gas
Scotland :

Improve the quality of healthcare experience
Reduce the percentage of adults who smoke

Reduce alcohol related hospital admissions

Reduce the number of individuals with problem
drug use

Improve people’s perceptions about the crime rate

in their area

Reduce reconviction rates

Reduce crime victimisation rates

Reduce deaths on Scotland's roads

Improve people’s perceptions of the quality
of public services

Improve the responsiveness of public services

Reduce the proportion of individuals living
in poverty

Reduce children's deprivation

P access to suitabl
for those in housing need

Increase the number of new homes
Widen use of the Internet

Improve people’s perceptions of their
neighbourhood

options

Increase cultural engagement

Improve the state of Scotland’s historic sites
Improve access to local greenspace

Increase people’s use of Scotland's outdoors

the condition of p nature sites

Increase the abundance of terrestrial breeding
birds: biodiversity

Increase Population

Sustainability - Reduce

NATIONAL INDICATC

Increase natural capital
Improve the state of s marine
Reduce Scotland’s carbon footprint

Increase the proportion of journeys to work made
transport 4

by public or active
Reduce waste generated

Increase




Key to arrows

Key to arrows

n Performance Improving
Worsening

n Increase the number of businesses

u Increase exports

n Improve digital infrastructure

u Reduce traffic congestion

n Improve Scotland's reputation
Increase research and development
spending

m Improve knowledge exchange from
university research

m Improve the skill profile of the population

n Reduce underemployment

m Reduce the proportion of employees
earning less than the Living Wage

n Reduce the pay gap

m Increase the proportion of pre-school

centres receiving positive inspection reports

m Increase the proportion of schools receiving

positive inspection reports

m Improve levels of educational attainment

n Increase the proportion of young people in

learning, training or work

m Increase the proportion of graduates in
positive destinations

n Improve children's services

n Improve children's dental health

m Increase the proportion of babies with a
healthy birth weight

Increase the proportion of healthy weight
children

m Increase physical activity

m Improve self-assessed general health
m Improve mental wellbeing

n Reduce premature mortality

m Improve end of life care

m Performance Maintaining
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u Performance

n Improve the quality of healthcare experience
n Reduce the percentage of adults who smoke
n Reduce alcohol related hospital admissions

Reduce the number of individuals with
problem drug use

u Improve people's perceptions about the
crime rate in their area

n Reduce reconviction rates
n Reduce crime victimisation rates
u Reduce deaths on Scotland's roads

Improve people's perceptions of the
quality of public services

m Improve the responsiveness of public
services

nReduce the proportion of individuals living
in poverty

u Reduce children's deprivation

n Improve access to suitable housing options
for those in housing need

n Increase the number of new homes

n Widen use of the Internet

mlmprovc people's  perceptions of their
neighbourhood

m Increase cultural engagement
n Improve the state of Scotland's historic sites

m Improve access to local green space

n Increase people's use of Scotland's outdoors

mlmprovc the condition of protected nature
sites

Increase the abundance of terrestrial
breeding birds: biodiversity

m Increase natural capital

ulmprove the state of Scotland's marine
environment

u Reduce Scotland's carbon footprint

m Increase the proportion of journeys to
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of for people with A A
mprove support for people with care needs work made by public or active transport

nReduce emergency admissions to hospital nReduce waste generated

n Increase renewable electricity production
The National Performance Framework provides a clear vision for the kind of
Scotland the Scottish Government wants to see. The premise is that



90 B. Mackie

outcome-focused working helps public services and other key contributors to work
together effectively to tackle Scotland’s key long-term economic, social and envi-
ronmental challenges. The Scottish Government believe that making the best use of
Scotland’s collective resources will tackle the country’s most difficult problems
such as alcohol misuse and health inequalities and really make a difference to the
quality of life and experience for the people of Scotland.

An updated National Performance Framework (NPF) indicator set was published
on 11 March 2016. There are no structural changes to the NPF itself. The
Government’s Purpose along with the Strategic Objectives and National Outcomes
remained unchanged. Changes have been made to the Productivity, Solidarity and
Sustainability Purpose Targets following consideration of changing environmental
circumstances requiring target modifications (Scottish Government, 2016c¢).

A key feature of the National Outcomes is their dependence on partnership
working. The Scottish Government concluded a revised Concordat with Scottish
local authorities in late 2007 which emphasises the significant part local govern-
ment has to play in promoting the achievement of the National Outcomes. Central
to this revised Concordat is the introduction of 32 Single Outcome Agreements
(SOAs) between Scottish local authorities and the Scottish Government.

The Concordat agreed between the Scottish Government and the Convention of
Scottish Local Authorities (COSLA) sets out the terms of a new relationship between
national and local government, based on mutual respect and partnership. This new
relationship is represented by a package of measures endorsed by the Scottish
Government and the Convention of Scottish Local Authorities (COSLA) and which
both parties believe will, over time, lead to significant benefits for users of local
services across Scotland. A key element of the Concordat has been the move to
create Single Outcome Agreements (SOAs) between all 32 local authorities in
Scotland and the Scottish Government. The SOAs are to be based on the set of
national outcomes and, under a common framework, local outcomes, to take account
of local priorities (Scottish Government, 2009).

A high level steering group (HLSG) established by the Concordat is overseeing
the development and implementation of the SOAs. The HLSG comprises senior
representation from the Scottish Government, COSLA, the Society of Local
Authority Chief Executives (SOLACE), Audit Scotland, and the Improvement
Service; the HLSG is chaired by COSLA. All direct engagement between the
Scottish Government and the local authorities on developing their SOAs is being
managed through the Scottish Government Implementation Group (SGIG).
The SGIG comprises 11 Scottish Government Directors, each of whom has been
assigned either one or two National Outcomes to lead on, a policy home area and, in
some cases, further affiliated areas. This aligning of expertise allows the Group
collectively to form a view across all aspects of Government policy.

For the purposes of co-ordinating the liaison with each local authority, 9 of the
11 Directors on the Group has additionally been assigned up to 4 councils to work
with and takes the lead in any discussion on the content and development of SOAs
with those particular councils. Each Director has a Support Team to assist in the
management of their relationship with each council.
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Each SOA expresses the joint commitments between the local authority, its
community planning partners and the Scottish Government to the delivery of an
agreed set of outcomes. Most councils have identified actions which they have
requested the Scottish Government to take to support the delivery of the outcomes.
Each party to the agreement is mutually accountable for the delivery of the agreed
outcomes and will jointly take ownership and responsibility for their respective
contributions. They will also be able to hold each other to account for the delivery
of specific commitments they make to enable the delivery of outcomes.

The Concordat states that the Scottish Government will step back from
micro-managing how councils deliver services for their communities, while supporting
their delivery of their SOAs. A corollary of that is an increased onus on councils to
ensure that they are able to design, operate and deliver services in a way that supports
better outcomes effectively. Councils are therefore responsible for sound governance
and for applying robust performance management practices and the Scottish
Government will ensure that its NDPBs and agencies align their practices to these
arrangements, for the joint delivery of agreed outcomes (Scottish Government, 2009).

The Local Government in Scotland Act 2003 places a statutory duty of Best
Value on all councils. Councils have their own performance management
arrangements and the Scottish Government will not prescribe use of a particular
performance management system. However, in general terms councils will need to
make sure that performance management systems collect relevant information to
report on their delivery of agreed outcomes. Councils are expected to use the best
available indicators to track and support delivery of their outcomes and these may
be specific to their area, rather than using less relevant indicators simply to provide
national comparability. Councils should also have mechanisms in place to assess
and act appropriately upon this information and other evidence of performance
against outcomes. Single Outcome Agreements (SOAs) have now been extended to
all public bodies in Scotland and to all colleges and universities.

The Community Empowerment (Scotland) Act 2015 continues a commitment to
the outcomes approach to government. This means that the focus on achieving
goals that improve the wellbeing and quality of life of the people of Scotland will
continue to be a priority for the present administration. A vision for Scotland will be
developed by the Scottish Government in consultation with the people of Scotland
and progress towards this measured so the Scottish Government will know whether
the aspirations contained in the vision are being realised.

Specifically, the Act places a duty on the Scottish Ministers to consult on,
develop and publish a set of national outcomes targets for Scotland. The Scottish
Ministers must also regularly and publicly report on progress towards these out-
comes and review them at least every five years. When setting the national out-
comes targets, the Scottish Ministers must have regard to the reduction of
inequalities of outcomes which result from socio-economic disadvantage.

The National Performance Framework (NPF) provides a strategic direction for
policy making in the public sector, and provides a clear direction to move to
outcomes-based policy making. This outcomes-based approach is reflected across
Government policy and in strategic policy documents. This can be evidenced by
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rhetoric contained in the Scottish Government Programme for Government
(September 2016) and the Scottish Budget: Draft Budget 2017-2018 (December
2016). Scotland is one of the first countries to publically sign up to the United
Nations Sustainable Development Goals. The NPF will be one of the measures used
to monitor Scotland’s progress towards these goals.

5.5 The Global Development of Organisational
Performance Management

Organisational Performance Management (OPM) in a public service is the man-
agerial activity necessary to promote well-performing policy management and
service delivery (United States Government Accountability Office (USGAO),
2017). A desire for improved performance in public sector organisations has
resulted in a results-orientation and a cost consciousness in a range of Organisation
for Economic Co-operation (“OECD”) countries (OECD 1997, 2015)).
Performance management systems often utilise a performance information system
that can be audited and is related to financial management and policy cycles
(Treasury Board of Canada Secretariat, 2003) although this approach can lead to an
unacceptable administrative burden on governmental bodies. Organisational per-
formance management in a government context concerns monitoring the success of
public policy, programmes or projects in achieving their objectives and in securing
the expected benefits (World Bank, 2015).

Organisational performance management in a public service context is therefore
the activities of government or its agencies in planning, implementing, reviewing,
evaluating and reporting, the effectiveness of its policies, programmes and projects.
The key purpose of organisational performance management is to introduce sys-
tematic controls in the management process to guide and regulate the activities of
an organisation or any of its parts, by means of management judgement, decision,
and action for the purposes of attaining agreed objectives.

5.6 The Implementation of the National Performance
Framework

National Performance Frameworks (NPFs) enable government to drive, monitor
and assess progress towards achieving their overarching national objectives. NPFs
also provide an accountability framework through which parliaments and civil
society can measure the effectiveness of government action (OECD, 2015).

Half of OECD member countries have a NPF in place, although the types of
framework differ substantially. In some countries the NPF is developed and monitored
by the Ministry of Finance, while in other countries it is developed by the statistical
agency. There are also some countries where the NPF is a joint project by government



5 The Scottish Government’s System of Outcome-Based Performance ... 93

departments and the statistical agency. Who drives the framework can affect the extent
to which there is political buy-in as well as its purpose. It can also determine whether
or not there are specific targets attached to indicators (OECD, 2015).

In Scotland, public services, working with partners, play a key role in delivering
the Scottish Government’s Purpose and National Outcomes. At a local level,
Community Planning Partnerships support the delivery of the National Performance
Framework (NPF) through individual agreements between public services and their
partners in delivery.

The Deputy First Minister chairs a Round Table Group with representation from
all political parties in the Scottish Parliament and representatives of Scotland’s
public services, third sector organisations and academics to monitor the Scotland
Performs data and its development. The Scottish Parliament Committees receive
regular updates from Scotland Performs to enhance the evidence basis for public
policy and the performance management of the National Performance Framework.
The Scotland Performs Technical Advisory Group (SPTAG) advises on the suite of
national indicators and on the data collection and data presentation.

Organisational performance management in a government context can serve two
distinct functions:

o Intra-organisational performance management: To ensure that there are
appropriate internal controls to monitor the extent to which the organisation (and its
sub-units) is achieving what it is supposed to achieve. This requires the organisa-
tional management to periodically review and evaluate performance standards
attained and performance trajectories, taking corrective action as appropriate where
deviations from the desired standards are detected (Mackie, 2013).

e Extra-organisational performance management: To communicate perfor-
mance for the purposes of governance and accountability to organisational
stakeholders including Government, funding bodies, audit agencies and the
wider public (Ibid).

There is no legislative requirement for an organisation to have an intra-organisational
performance management system. Organizations need to know where they are,
where they are going and how to manage the changes. Managers in these organi-
zations need to know where their roles fit in relation to the whole and how they can
contribute to strategic developments and changes

There is a widely accepted belief that having clarity of purpose and the means to
monitor progress towards goal attainment does promote a performance focus in
organisations (public and private) and as such is more likely to achieve enhanced
organisational performance levels. There is no guarantee of enhanced performance
levels as performance achieved depends on a range or variables only one of which is
clarity of direction. There are requirements, often statutory, for public sector
organisations to maintain high standards of corporate governance, accountability and
public reporting. This requires systems of extra-organisational performance
management.
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Extra-organisational performance management involves controlling organisa-
tional resources and activities to ensure that they are contributing to organisational
effectiveness and to ensure that the organisation is not experiencing strategic drift.
Strategic drift occurs when the reality of organisational performance is inconsistent
with planned levels of performance. The management of organisational perfor-
mance is an activity of senior management as they are most likely to be held
accountable by politicians and other stakeholders for performance levels achieved
and there is growing evidence of organisational performance being a core feature of
systems of people performance management such as annual performance planning
and therefore sensitivity to organisational performance has become a key activity of
managers at all levels.

If there is a major deviation between a national performance framework’s
planned and actual performance detected by performance measures then govern-
ments must consider adjusting performance or modifying plans accepting that in
many circumstances actual performance levels may be outwith the control of
governmental and managerial activity and performance gaps persist over time. It is
therefore important for governments to make sure that all levels of public service
delivery are in touch with each other and work together to do their best to deliver
the governments aims.

Organisational performance management in a public service context should with
political priorities. The OECD (2015) has identified five recurring themes of sys-
tems of organisational performance management in a government context: econ-
omy; environment; education; health; and society. The Scottish Government’s
National Performance Framework (NPF) derived its initial priorities from the
Scottish National Party Manifesto for the 2007 Scottish Parliamentary Elections
which put the Scottish National Party in power for the first time since devolution in
1999. The revision to the NPF in 2011 and 2016 were driven by a process com-
bining political priorities and public consultation (Scottish Government, 2011 and
20164, b,c).

Public sector organisations that prioritise well incorporate the following factors:

e evidence from stakeholders and the public which has been used to establish aims
and priorities;

e politicians who are involved in setting strategic aims and in ranking them;

aims and priorities, and their relative importance, that are clear and underpin the

vision and strategy;

resources that are linked to aims and priorities;

aims and priorities which have been communicated internally and externally;

aims and priorities are cascaded down to individual actions;

the existence of systems to support monitoring of this activity’

the use of clear milestones and measures to underpin the political vision’

partners’ priorities and plans to reflect political priorities and vice versa’

priorities that are reviewed at appropriate intervals to reflect changing demands

and current progress.
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(IDeA 2004)

Organisational performance management in a public service is the managerial
activity necessary to promote well-performing policy management and service
delivery. A desire for improved performance in public sector organisations has
resulted in a results-orientation and a cost consciousness in a range of OECD
countries (OECD 1997, p. 8)

Research shows that there are multiple tools and techniques being used globally
in public sector performance management (World Bank, 2007 and 2015). There is
clearly a tendency towards colour charts and diagrams providing a snapshot of the
current status of actual performance against planned performance using information
which is a close as possible to real time. These tools have most significance where
the focus of the performance relates to service inputs, process and outputs and is
disaggregated by service and residential area. Corrective action can be introduced
relatively quickly and the expectation is that the corrective action will have a short
term impact. Difficulties arise when the focus of the performance is on national
level outcomes pursued over the longer term. However ‘dashboard’ type commu-
nication of performance status does have a place in government performance
management systems (OECD, 2015).

Government’s success or otherwise in achieving policy outcomes will be as a
consequence of aggregated performance over a period of time. If sub-units and
programmes are achieving their objectives then they will contribute to the attain-
ment of organisational objectives. This is an approach developed from Drucker’s
(1955) ‘Management by Objectives’ (MBO) concept. There are difficulties in the
process by which long term outcomes are translated to shorter term targets and
subsequent cascading of targets horizontally and laterally (through organisational
hierarchies and between organisations). But the process of attempting to translate
outcomes into process and output targets can be of value in itself as it can lead to a
better understanding on the part of public service managers of the fundamental
purposes of their roles and the ultimate consequences of their performance (Mackie,
2013, p. 64).

Many academics remain critical of managerialism in the public sector but others
believe it is better to approach the task of public service provision with greater
clarity of desired future and a well-developed sense of direction. Tools of perfor-
mance management must contribute to more effective public management but there
is much research and evaluation required to determine the ways in which generic
management approaches can be adapted for the distinctiveness of public services
organisational performance management.

National cultures exert influence over organisational and governmental practices
in many countries (Hofstede, 2001) and there is clear evidence of global conver-
gence in relation to organisational performance management in a government
context. According to Pollitt (2001, p 943):

Many benefits flow to many players from a situation in which there is a dominant, but
loosely-specified set of reform ideas which apparently can be applied to a very wide range
of public sector contexts.
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There is therefore an expectation that changes in organisational performance
management in one system of government would be replicated in other govern-
ments at least in the short term. The OECD (2007, p. 19) has noted that 75% of
OECD countries have introduced a new initiative on performance management in
government. Despite apparent convergence, there remains diversity across countries
and differences within countries reflecting governmental policy priorities. The
triggers for change are commonly financial crises, pressure to reduce public
expenditures and changes in political administration. The objectives of the reforms
focus on:

e Budgetary priorities of expenditure control and improving allocative efficiency
and productive efficiency;

e Results based management and improving public sector service delivery, effi-
ciency and performance; and

e Improving accountability to politicians and the public.

(OECD, 2007:24-25)

The Scottish Government consults with its partners in the delivery of public ser-
vices to develop a common understanding of the Government’s aims and to identify
which activities make a real difference to the well-being of Scotland’s population.
In addition there is an ongoing dialogue on the meaning of outcomes and the
contributions necessary from the Government partners in delivery. The Scottish
Government need to promote alignment between the activities of those who deliver
public services and the Government’s aspirations as expressed in the National
Performance Framework. In order to promote this alignment Senior Civil Servants
(Directors) are allocated, as part of their duties and responsibilities, the monitoring
of progress against the 16 National Outcomes through direct engagement with
public service delivery partners. The Scottish government can exercise more control
in certain areas of public service delivery but need to take heed of subsidiarity and
local priorities. The overall objective of the National Performance Framework is to
achieve a more focused, evidence based approach to the planning and management
of governmental activity through cross public service dialogue leading to the
development of an outcomes culture which permeates public service management
in Scotland.

5.7 Key Questions on the Efficacy of Outcome-Based
Performance Management Systems

Based on the experience of Scotland Performs and the Scottish Government’s
National Performance Framework six key questions can be addressed:

1. Have public organisations adopted performance measurement systems?
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The research interviews conducted across Scotland’s public services reveal that
as a direct consequences on the introduction of the Scottish Government’s National
Performance Framework the vast majority of public organisations in Scotland have
adopted performance measurement systems for internal (performance management)
and external use (accountability and stakeholder communication). Such systems did
not exist in Scottish public service organisations prior to 2008 (Mackie, 2013).

2. How are the measures used for decision making?

Performance indicators (PIs) are the measures and can be defined as data for
intra and extra organisational use mainly in a quantified form on aspects of
organisational input, activity, output and outcome; that focuses on the actual past,
the present and the projected future of an organisation as an aid to assessing the
extent to which the organisation is pursuing and attaining its mission and objectives
in an effective and efficient manner (Mackie, 2005).

Scotland Performs submits the latest data available to the Scottish Government
and to Committees of the Scottish Parliament. The measures, as a consequence,
become an evidence basis and an input the political decision-making process. At
sub-national levels there are other performance frameworks which link to the
National Performance Framework and provide guidance to service providers in
specific public service areas such as Health and Care as illustrated in the diagram
below:

Health and Care Outcomes Framework

People and Communities
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The Scottish Government have recognised weaknesses in this initial model and
in the Draft Budget 2017-18 a further series of performance related reforms are
planned:

Individually and collectively these reforms, like those that have been implemented in the
past year, seek to improve outcomes for people at every life stage. By focusing on out-
comes we hope to develop and deploy the public service workforce in a way that estab-
lishes a truly preventative culture, one which forges deeper relationships with local people
and is more open and responsive to what communities most value.

(Scottish Government, 2016b)

3. What are the main drivers in relation to the adoption, use and effectiveness of
performance measures in public administration?

Performance measures in public administration can be used in three main ways.
The first way is as a tool of performance governance. This is a ‘top-down’ driver
where government set out their national performance frameworks and the expec-
tation is that public services will interpret the national framework and utilise it to
guide organisational activity. Governments monitor the performance of public
services in relation to the extent to which public services align their strategic
aspirations to the national framework and in relation to the results public services
are achieving.

The second way is as a tool of performance management whereby public service
managers at various levels use performance measures as targets (pre-controls), as
tools for monitoring progress and performance trajectories (concurrent controls) and
as tools of evaluation, review and reporting (post-controls). The driver here is
managerial effectiveness.

The third way is as marketplace surrogates where measures are used to com-
municate to stakeholders and the public on aspects of public service performance
standards attained. The drivers here are accountability and transparency.

4. How do performance management systems affect the relationship between
policy-makers, public managers and external stakeholders?

Utilising the three ways in which performance related information can be used:
performance governance, performance management and stakeholder communica-
tion, relationship can be affected in different ways. Performance management
systems can enhance performance governance making policy-makers (politicians)
better informed and more powerful. In this situation, public managers are more
accountable to policy-makers for their performance at an organisational level. In
relation to performance management, public managers should be better equipped to
communicate performance standards achieved to both policy-makers and external
stakeholders. In addition they should be better informed about their organisation’s
performance and therefore in a better position to make good decisions. Stakeholder
communication empowers stakeholders and promotes the accountability of both
public managers and policy-makers to the public and to the electorate.
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5. In what circumstances to performance management systems predominantly have
symbolic purposes?

This case study illustrates that many of the Scottish Government’s National
Indicators evidence low levels of public interest as measured through ‘hits’ on the
Scotland Performs website. This may be an indication that the Scottish Government
has a desire to show the diversity of their concerns for the ‘well-being’ of Scotland
but in reality they evidence limited activity in relation to some of the National
Indicators. Some National Indicators are clearly more important to external stake-
holders than others. The number of hits on the Scotland Performs website gives an
indication of public interest and the Scottish Government must be sensitive to
public interest to ensure that is maintains popular support. The top indicators as
measured by the number of hits (in rank order) on the Scotland Performs website
(2012-15) are as follows:

Adults who smoke

Deaths on Scotland’s roads
Physical activity

Skill profile

Alcohol related hospital admissions
Emergency admissions to hospital
Number of businesses

Use of the Internet

Problem drug use

Healthy birth weight

Mental well being

Politicians are taking note of public interest in particular issues many of the
issues are incorporated in the Scottish Government’s Programme for Government
(20164, b). It is possible to identify who is making the hits on the website and the
number of hits does indicate general interest from a range of stakeholders in par-
ticular indicators.

6. What is the future of performance management in public organisations?

The Scottish Government’s National Performance Framework is here to stay for
the next 5 years at least given the return to power of the Scottish National Party and
the incorporation into their legislative proposals of many of the most popular policy
issues as evidenced by the number of ‘hits’ on the Scotland Performs website.

In addition the Scottish Government’s National Performance Framework and
Scotland Performs according to senior Civil Servants have achieved international
recognition as representing good practice in organisational performance manage-
ment in a government context (see OECD, 2015).
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5.8 Conclusion

Organisational performance management literature identified the core elements of
organisational performance management in a government context and has con-
firmed that it is global development of the government. Reports by the World Bank
(2007), the US Government Accountability Office (USGAO, 2017) and the OECD
(2007) identify the pervasive characteristics of global organisational performance
management in a government context. According to these influential organisations,
comprehensive systems of organisational performance management in a govern-
ment context should be modelled on these pervasive characteristics:

High level public policy aspirations expressed as outcomes
Strategic business plan

Performance measurement tools and techniques
Targets

Implementation

Monitoring

Measuring results

Verification

Communication

Review and evaluation

Continuous sensitivity

Commitment

However, the premise underpinning these answers is that performance improves in
part as a consequence of an holistic outcome-based organisational performance
management system and there is transparent evidence of strategic fit between public
policy objectives and priorities, and the progress towards these objectives and
priorities made by governmental and public services’ performance. The difficulties
of effective policy implementation and the problematic consequences of perfor-
mance measurement systems will always apply and an organisational performance
management system is no guarantee of policy success. Policies fail because of bad
policy, bad execution or bad luck and there may be some sense that governments
have to introduce systems of organisational performance management not because
of their potential benefits but because other governments are introducing such
systems and the rhetoric of an organisational performance management system in
government may be sufficient to appease the public. The reality may be that the
policy of organisational performance management becomes a substitute for action.
This approach may be useful when confronted by a problem, which is difficult to
address (low tractability), and policy implementation activity may result in no
tangible signs of improvement. The policy as a statement of intent is a substitute for
action and the organisational performance management system is never effectively
implemented.

Outcome-based organisational performance management in a government con-
text has multiple objectives some of which focus on governmental effectiveness and
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others on responsiveness. In some cases the system contains more symbolic rhetoric
so to project an indication of action when in fact there is limited chance of per-
formance improving as the issue is more complex with no easy answer (wicked
problems). In recent years governments globally have set out clear public policy
objectives in terms of outcomes and are committed to the pursuit and attainments of
these societal outcomes. Governments can be held accountable periodically to their
electorates for their performance including the extent to which they have made
progress towards the attainment of these outcomes. Much depends on the extent to
which performance enters the public domain and is addressed by politicians (par-
ticularly those in opposition), the media, key stakeholders and the general public.
The key to public debate is access and the accuracy of the performance information
made available. If it is accessible and understandable then the systems offers
potential for its use as a tool of accountability. There have been recent examples of
the Scottish Government having to account for criticism of the performance of the
school education system and this has led to education being a priority in the
Programme for Government (2016) and in the Draft Budget 2017-18. This is clear
evidence of the potential of the organisational performance management system to
impact on government policy (Scottish Government 2016a and b).
Outcome-based organisational performance management in a government con-
text will only be sustainable where it achieves its key objectives of enhancing the
performance of governments in the attainment of its policy objectives and keeping
the electorate and key stakeholders informed of the evaluations of the outputs and
outcomes of such approaches. Academics tend to adopt a critical perspective where
they are proscriptive about (i.e. critique) government managerialism and its alleged
preoccupation with measures and targets. The rationale for so doing is the absence
of empirical data confirming that there have been improvements in both outputs and
outcomes as a consequence of an initiative which incorporates elements of
organisational performance management. There are few examples of prescription
by academics (see Gao, 2015) perhaps as a consequence of their limited or
non-existent experience in a public management capacity. Academics, whose
backgrounds lie outwith the management disciplines, cannot be expected to be
advocates of particular organisational performance management systems. As a
consequence much of the academic writings are from individuals with a social
science and/or politics background and, although they provide excellent objectivity
in their critiques, fail to incorporate recommendations that may lead to continuous
improvement in organisational performance management in a government context.
The identification of dysfunctional consequences abound but there is rarely a
prescription of good practice to inform practitioner and organisational learning (see
Smith, 1995). This case study of the Scottish Government’s National Performance
Framework and Scotland Performs provides an illustration of rationality and some
success and can therefore be predominantly prescriptive in its advocacy of the
outcomes focused approaches adopted by the Scottish Government.
Organisational performance management systems are high on government
agendas worldwide and it must be assumed that there is global consensus within
governments over the potential merits of such systems. Outcome-based
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organisational performance management in government has the potential to
enhance the effectiveness of public policy implementation but will only succeed
where it is effectively implemented and applied holistically both within government
and across governmental activity. Outcome-based performance management in
government is globally fashionable but it may become a transient hobby (a fad)
unless it is effectively implemented and continuously responsive to internal and
external challenges. Politicians and public managers can promote the sustainability
of outcome-based performance management but the extent to which it becomes
embedded will depend on the extent to which outcome-based performance man-
agement performs.

There has been a shift from input controls to output controls and in more recent
times, to outcome controls but this has not yet resulted in greater flexibility and
looser control within organisations. Public sector organisations globally appear to
be overwhelmed by forms of performance monitoring including scrutinies, audits,
performance review systems, peer assessments, appraisals, statistical returns, etc.
As a consequence of this there appears to be a contradiction in the role of
outcome-based performance management in public management. Outcome-based
performance management can be a tool of hands-off governance or it can support a
rational-systems model of top-down control.

This case demonstrates that there are great difficulties in accommodating out-
comes in systems of organisational performance management in government but
nevertheless governments across the globe are pursuing outcome agendas.
Organisational performance management systems in a government context must
respond to this change by developing and effectively implementing comprehensive,
outcome-focused, systems of organisational performance management. The
Scottish Government National Performance Framework and Scotland Performs
represent an innovative approach to outcome-based organisational performance
management in a government context and as such are worthy of further research to
ascertain the extent to which sustainable improvements in government performance
can in- part be attributed to such systems.

Potential problems may arise when policy outcomes are not achieved or there are
clearly gaps between desired performance levels and performance levels attained.
Ideally, the organisational performance management system would cover all of
government (holistic), the information would be as close to “real time” as possible
and all of the information relating to the performance achieved would be in the
public domain with well-presented summaries appearing in the form of traffic lights
at regular intervals on a dedicated website such as ‘Scotland Performs’. Policy
failure is attributable to bad policy, bad execution or bad luck. Bad policy can be
addressed through better policy formulation. Bad execution can be addressed
through better policy implementation and better organisational performance man-
agement. Bad luck can be partially addressed by better organisational performance
management including risk identification, assessment and management. However,
what do politicians do when there is apparent policy failure and that policy failure is
evidenced by performance data in the public domain? What happens when an
apparent policy failure appears prior to an election?
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If governments are committed to the principles of outcome-based organisational
performance management in a government context they must be prepared to
address both the good news and the bad news. In saying that, the early evidence of
comprehensive organisational performance management systems in the Scottish
Government lead to the conclusion that it appears to have the potential to enhance
performance, responsiveness and empowers citizens as evidenced by the Scottish
Government’s Programme for Government 2016 and the Draft Budget 2017-18
and as such it must be a positive development in public management.

It is too early to conclude that the impact of outcome-based organisational
performance management systems in government has been a success as
whole-of-government systems have only been introduced globally over the past
15 years. At sub-governmental levels the evidence (outwith the United Kingdom) is
that such performance management systems have contributed to enhanced public
service performance albeit that these systems have largely focused to date on
municipal/local government and evaluations have tended to focus on inputs, pro-
cess and output enhancement and not on outcomes achieved.

There is evidence of utility if the system is organisation-wide and linked to
strategic planning and budgetary management systems. The organisational perfor-
mance management systems act as concurrent controls providing essential man-
agement information as an aid to decision-making at all levels. Benefits relate to
improved organisational performance, better management, better stakeholder
communication and better relations (both internally and externally). Outcome-based
organisational performance management systems in a government context have
potential for multiple beneficiaries: politicians, civil servants, others involved in
service delivery; other stakeholders; and the ordinary citizens. Public services in
Scotland are now required to ensure the alignments of their key plans and strategies
with those of its other partners engaged in public service delivery.

The extent to which the National Performance Framework remains intact will to
some extent depend on the performance of the Scottish Government. There is an
opportunity to do much better in managing organisational performance in Scottish
Government but there is also a danger in the emerging proliferation of public
service organisational performance management systems as they may develop in
ways which are incompatible with the Scottish Government’s aspirations.

The policy implementation framework for the National Performance Framework
has established the need for public service organisations to demonstrate linkages
between their planned activities and the ‘Purpose Targets’ and ‘National Indicators’
commonly through the development of detailed commitments from public services
describing the ways in which they will align their activities to the National
Performance Framework and in particular to promote progress on the National
Indicators. This development over the past ten years contains both ‘top down’ and
‘bottom up’ elements in that the Scottish Government wish to exert influence (if not
control) over the results of activity financed through public expenditure funds yet at
the same encourage local decision making through partnership processes.

The approach adopted in Scotland is not unique but is significantly differentiated
from the systems of other countries through the National Performance Framework
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and Scotland Performs. In order to better understand outcome-based organisational
performance management in public bodies, academics need to consider existing
systems and evaluate their strengths and weaknesses. This case study creates an
opportunity to examine a system which has been in existence for almost ten years
thus providing a concrete experience of organisational performance management in
public bodies.

This case study demonstrates that it is possible to introduce comprehensive
systems of outcomes-focused organisational performance management in govern-
ment and governments across the globe are pursuing outcome agendas (OECD,
2015). Organisational performance management systems in a government context
must continue to respond to this change by developing and effectively imple-
menting comprehensive, outcome-focused, systems of organisational performance
management. The Scottish Government have made progress in developing and
encouraging of an outcomes-focused culture in Scotland’s public services by pro-
moting the alignment of the National Performance Framework to other service
focused frameworks and through Local Outcomes Improvement Plans generated by
Community Planning Partnerships across Scotland. This approach promotes direct
linkages between Scotland’s public services and the National Performance
Framework in an effort to ensure that every public body is aware of the needs to
make an appropriate contribution to the National Outcomes as well as delivering
their own statutory and permissive functions and services to the people of Scotland.
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Chapter 6
Governance Structures and the “(De)
Politicization” of Performance Measures

Henrik P. Minassians and Ravi K. Roy

Abstract The nature of the politico-administrative structure at the county level
shapes the way performance measures are used within them. In this chapter, we
show how differences between two counties regarding the degree to which per-
formance measures are linked to the overall strategic planning goals of the County
as whole reflect differences in the politico-administrative structure of the counties
themselves.

Keywords Performance measures -+ Governance structure -+ Scale of
politico-administrative systems

6.1 Introduction

Democratic governments are supposed to implement policies that reflect the col-
lective preferences of their citizens. Consequently, citizens expect government
officials to use their taxes effectively to achieve common public goals. But what
does this look like in practice? Public agencies in the USA have been emphasizing
the use of both strategic planning and performance measurement initiatives to help
justify their existence and the services they provide to their constituents.
Performance measures are widely used to evaluate the results of government action
in public, private, and nonprofit organizations to ensure the continued funding of
particular programs.
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Performance management focuses on improving the parts that operate within a
larger organizational system. It came to be widely believed that organizational
performance could be improved by disaggregating various functions into man-
ageable parts. Consequently, public officials began decentralizing power and
accountability within large public agencies. Under this new “leaner” and “meaner”
organizational model, specific tasks and measurable goals could be developed and
rigorously assessed through formal quantitative performance measures. Some of the
most widely used performance evaluation methods of this sort include cost-benefit
and cost-effectiveness analysis. Today, “performance measures, which encompass a
variety of employee, customer, and other perspectives, are critical to management
of the state’s activities” (Moynihan 2005, p. 36).

The current practice of measuring performance of public goals is far from a clear
and straightforward process. The processes employed in assessing the effectiveness
of public agencies can be severely complicated by the fact that many governments
are not directly involved in the actual delivery of many goods and services. In the
era of network governance, public agencies rely increasingly on a combination of
other public, private, and nonprofit organizations to carry out their functions and
mandates. Consequently, the success and failure of public agencies depends upon
the operations and activities of a complex mix of governmental and nongovern-
mental organizations and their various internal organizational structures and cul-
tures. Moreover, local public agencies operate in political, social, and economic
environments where local legislative entities, along with state and federal govern-
ments, are continually shifting their priorities, funding, and goals. Formulas
underlying current performance measures used to evaluate agency success often do
not take these dynamics into account. When these vital dynamics are missing, we
tend to get a distorted picture of agency performance.

The questions raised in this study are as follows: (1) What role does the
politico-administrative structure of local county governments play in the design of
performance measures? and (2) how do elected officials use performance measures
in their decision-making processes? In addressing these fundamental questions, we
will examine how performance measures are used in two counties in Southern
California. Before we do so, let us first examine the literature on performance
measures as a concept as well as an evaluation tool that is widely used across local
state and federal public agencies in the contemporary era.

6.2 The Rise of Performance Measures: A Brief Overview

In 1993, the Government Performance and Results Act (GPRA) was enacted at the
federal level with the aim of increasing accountability and improving the man-
agement of taxpayers’ dollars. For much of the nineteenth and twentieth centuries,
concepts of accountability and performance in the public sector mainly focused on
the amount of money public officials spent each year and how it was spent (De
Lancer Julnes 2006). Hardly any focus was placed on how well the money was
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spent. With the emergence of GPRA, however, the focus began shifting from how
much governments spent and where toward measuring results. Newcomer (2007)
found that 24% of US government agencies used performance information in the
calculus of their funding decisions. This is true for the departments in the Southern
California where the issue of accountability was placed on the agenda of the Board
of Supervisors and various department heads.

The issue of “accountability” related to agency performance first appeared on the
agendas of both of the two county governments under study in the late 1990s and
early 2000s. Prior to that time, the issue of accountability was not prevalently
discussed in either county. In the case of Los Angeles County, the US Department
of Agriculture (USDA) gave the issue salience by placing it on the formal County
Board agenda. Publicly released performance reports then followed that focused on
improving services performed by the Department of Public Social Services (DPSS).
Employing the new performance review process, county auditors discovered a high
error rate in the way food stamps were being administered by the agency. From that
point on, Los Angeles County DPSS would emphasize the use of performance
measurements to ensure agency effectiveness. Adding performance measures
requirement as a remedy for challenges that the County of Los Angeles was
encountering, represents the real challenges and relations between
politico-administrative scale and interrelations.

The USDA and the state of California began looking at specific programmatic
performance issues within LA County Departments. LA County’s Board responded
with a two-pronged approach to address these concerns. The first involved a broad
strategy that focused on the design of the strategic plan of the county as a whole,
while the other involved a more specific focus on the performance of the county,
thirty-eight individual county departments. As a part of the county’s strategic plan,
the Chief Executive Officer for Los Angeles County outlined a transformational
vision that was directed at changing agency behavior. The new strategic plan
outlined core goals for all thirty-eight county departments. Interestingly, perfor-
mance measures were only sporadically used in budget documents or by elected
officials. A former Los Angeles County social services department chief charac-
terized the application of these performance measures in this way:

During my tenure as a County department head, there was never any consistent, uniform
standardization of performance measures initiated by the Board (Bryce Yokomizo 01/30/
2016).

6.3 Features of Politico-Administrative Systems
and the Operations of Public Bureaucracies

Policy makers operating at various levels of government continue to be heavily
involved in shaping the design of performance measures as well as how they are
used. O’Toole and Meier (2014) assert that the relationship between public
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management and program performance is shaped by four key variables: hierarchy,
stability, network, and management. In analyzing the influence of these variables,
they focus on the role played by the public manager within contemporary gover-
nance arrangements as well as the actions and objectives that are adopted by
specific public organizations. As we shall see, these dynamics were heavily present
in the design and adoption of performance measures that were undertaken by two
counties in Southern California in the early 2000s. The study of public adminis-
tration and public management has long been concerned with how the interaction
between politico-administrative systems shape the decisions and activities of public
bureaucracies. Typically, the literature in these related fields focus on structural,
cultural, and functional variables (Pollitt and Bouckaert 2004).

Pollitt and Bouckaert (2004) examine how 5 politico-administrative features
influence the design and implementation of performance measures in particular.
These include the following: (1) state structure—which takes into account over-
laying city, county, and state jurisdictions; (2) the relationship between executive
vs. legislative power as outlined within the state constitution.; (3) the relationship
between political appointees and elected officials; (4) the dominant administrative
culture; and (5) the degree of diversity that exists within the organizational
channels through which reforms emerge.

Although accountability regimes may vary across different politico-
administrative systems, performance measures can be an empowering tool that
citizens can use to hold their public authorities accountable (Peters and Savoie
2000). This is particularly true at local and regional levels where governments are
especially sensitive to citizens’ demands and expectations. Others assert that citi-
zens are “important players in shaping the quality and responsiveness of govern-
ment programs in their community” (Epstein et al. 2000; Melkers and Willoughby
2005). As Hajer and Wagenaar (2003) suggest elected officials are often loathe to
include citizens in the design and implementation processes related to governance
and management performance. Dekker and Hansen (2004) disagree with this
inference based on the assumption that measurement equates with effective use.
Pollitt (2006) concludes that measuring practices have become universal, but
politicians do not take interest in them except in cases of disasters or scandals.

The performance of governing networks, unlike single agencies or departments,
now essential in the delivery of many public goods and services, is difficult to
assess. That said, the collective role and effectiveness (or lack thereof) of multiple
agencies and departments in providing these goods and services cannot be ignored.
Bardach (1998) suggests that effective leadership involves promoting greater
interagency collaboration. This is especially critical in environments characterized
by high levels of organizational interdependence.

But managing networks (and hence assessing their effectiveness) is complicated
given the fact that that individual public organizations often operate with high
levels of autonomy (Provan et al. 2007). Moreover, Weiss (1998) argues that rigid
limits imposed by laws, traditions, procedures, norms, and habits, that are char-
acteristic of traditional organizational environments, are factors that can discourage
organizations from collaborating in the design and implementation of performance
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measures. Minassians (2015) argues, however, that hybridized environments, which
involve complex organizational linkages between public, private, and nonprofit
players, characteristically exhibit high levels of collaboration in processes related to
the design and implementation of performance measures. O’Toole (1997) maintains
that networks need to be afforded serious attention given the challenges that
managers face when crafting decisions in the modern age.

Askim (2007) suggests that the role that politicians play is critical as they can
determine whether and where performance management measures are used.
Unfortunately, this feature is often overlooked because, as Moynihan reveals, the
designers of performance management systems commonly assume that ~perfor-
mance information will automatically become a factor in existing decision pro-
cesses’ (Moynihan 2005, p. 211). In addition, the literature on public administration
and management often overlooks the role that administrative scale plays in the use
of performance measures.

6.4 Methodology and the Case Study

We focus on the role that elected officials in relation to the size and scale that
politico-administrative structures play in influencing both the design and use of
performance measures for assessing outputs and outcomes at the county level. In so
doing, we will compare two disproportionately sized counties in Southern
California to explore differences in their approaches to the design and use of
performance measures. Our research design relies on a “within-case analysis”
framework. In our comparative analysis, we will discuss the roles that the Board of
Supervisors (elected body) vis-a-vis the role that departments within these counties
have played in the design and implementation of performance measures.

The data used in this study is derived from the recent public documents and
information available on the Los Angeles County Web site entitled Program
Summary and Performance Measures (Los Angeles County 2012, http://ceo.
lacounty.gov/pdf/11-12/Program%20Summary.PDF) as well as the Ventura County
Web  site  (http://vcportal.ventura.org/CEO/docs/publications/Strategic_Plan_
091311-1.c.pdf). From this data, we were able to analyze the format and content.
In all, there are 1136 vs. 116 indicators of performance for Los Angeles County and
Ventura County, respectively. We then identified each indicator according to
whether they represented efficiency or effectiveness concerns of the organizations
and whether they are interlinked allowing greater departmental collaboration.

The level of interdependence that exists among relevant stakeholders was also
assessed (O’Leary and Bingham 2009). In addition, we conducted one-on-one
interviews in order to identify the role that elected officials (the Board of
Supervisors) play in shaping the purpose and use of performance measures in
annual decision making. Four interviews were conducted either in-person or by


http://ceo.lacounty.gov/pdf/11-12/Program%20Summary.PDF
http://ceo.lacounty.gov/pdf/11-12/Program%20Summary.PDF
http://vcportal.ventura.org/CEO/docs/publications/Strategic_Plan_091311-1.c.pdf
http://vcportal.ventura.org/CEO/docs/publications/Strategic_Plan_091311-1.c.pdf

112 H.P. Minassians and R.K. Roy

phone using “open-ended snowball sampling methods.” Those interviewed possess
in-depth knowledge into why and how the performance measures work for their
respective counties. These responses were then summarized and weaved into a
narrative that is shared in this chapter.

6.5 The Different Politico-Administrative Structures
of Two Counties and Their Distinct Approaches
to the Design and Use of Performance Measures

Differences in the degree to which performance measures are linked to the overall
success of strategic goals reflect differences in their respective
politico-administrative structures. In the state of California, the responsibilities and
mandates of county governments are outlined in the state constitution and the
California government code. The county is the largest political subdivision of the
state. The state legislature has the power to outline mandates that counties must
follow as well as rescind powers and responsibilities that have been assumed by
counties and their related departments.

Broadly speaking, there are two types of counties. The first is known as general
law counties, which follow state laws outlining specified duties that must be carried
out by county elected officials. The second is known as charter counties, which
have a limited degree of “home rule” authority. As such, they have discretionary
powers over certain elections, compensation terms, removal, and salary of the
governing Board. Additionally, they oversee the election or appointment of county
officers and consolidation and segregation of county offices. A charter, however,
does not give county officials additional authority over local regulations,
revenue-raising abilities, budgetary decisions, or intergovernmental relations.
A county may adopt, amend, or repeal a charter with a majority vote. A new charter
may be adopted, amended, or repealed by the Board of Supervisors through a
charter commission or an initiative petition. Currently, there are 44 general law
counties and 14 charter counties operating within the state of California.

Los Angeles County is a charter county where the Board of Supervisors exer-
cises the role of an executive, legislative, and quasi-judicial authority. The Board
can appoint either a Chief Administrative Officer or Chief Executive Officer to
oversee the daily functions of each department (with the exception of elected
members such as the Sheriff’s Office, the district attorney’s office, and the courts).
The Chief Executive Officer carries more autonomy relative to the Chief
Administrative Officer. Los Angeles County’s Board wants to maintain control and
trusts less the directors’ ability to carry out their vision and goals. Also, there is less
agreement on the goals due to the diversity of needs across five districts in a large
geographical area.

By way of comparison, the Ventura County Board works collaboratively with
the CEO and the department heads (Paul Derse 2015). According to the Executive
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Director of California State Association of Counties Institute, the difference
between Los Angeles County and Ventura County Boards is in large part due to
their ability to collaboratively work with each other and allow directors and
executive officers to conduct their job in a trusting environment. Ventura has a
mature Board with a long history of a strong Chief Executive Officer and an
effective understanding of the role of the Board and staff. “Not so much in Los
Angeles where no one is sure whether the Board trusts itself or its CAO/CEO, thus
it is more focused on directing senior staff then setting strategic direction”
(Interview Bill Chiat 2016). This could be an explanation why the Board deputy
asserted that the Board does not utilize performance measures systematically for
strategic decision making.

6.6 The Nature, Purpose, and Use of Performance
Measures: Strategic Goals and Indicator Comparison

The role of the departments in the design and implementation of strategic plans and
how performance measures are used should be an important variable. Los Angeles
County has devised 1,136 performance measures across 38 departments. The
departments devised these performance measures, which focus on departmental
outputs and outcomes. The missing link in the performance chain occurs when these
indicators of performance are not directly linked with the strategic plan and goals of
the County (see Table 6.1). The first column represents overall strategic goal, col-
umn two represents the county department out of 38 departments that actually use
and comply with this strategic goal, and column three represents number of indi-
cators that a particular department from column two uses meeting this particular
strategic plan out of overall number of indicators that particular department utilizes.
One explanation is that these indicators were devised in the absence of sufficient
collaborative and interorganizational interaction. In the case of Los Angeles County,
the link between performance measures and overall strategic goals remains weak.

By way of contrast, Ventura County uses fewer, but common core performance
(116 in total) indicators of performance, which focus on the overall performance of
the County government rather than a singular organization (see Table 6.2). These
core indicators reflect broader strategic goals related to such things as public safety
as a whole. Consequently, when attempting to measure the effectiveness of an early
crime intervention program, Ventura County’s performance assessments tend to
focus in the collaborative efforts of multiple departments and programs.

A close examination of six Los Angeles County Department’s performance
indicators in relation to the overall strategic plan of the County shows that under
Goal 1: “Strategic Initiative 5: Legacy System Replacement” there are no indicators
assigned or data collected in this area. This could be concerning since four
departments of Social Services, Mental Health, Children and Family Services, and
the Sheriffs’ Department need to collaboratively share data in order to protect
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Table 6.1 Los Angeles County strategic plan, goals, and performance measures

Los Angeles County strategic plan (2014)

Departments

Indicators per
department

Goal 1: Operational effectiveness/fiscal

Sheriffs Department

5 indicators

sustainability: Department of Public Social |out of 140
Strategic Initiative 1: Sound Fiscal Department of Mental 6 indicators
Management/Capital Investments Health out of 64
Department of Children and | O indicators
Family Services out of 38
5 indicators
out of 64
Strategic Initiative 2: Targeted Risk Department of Children and | 12 indicators
Management Family Services out of 64
Strategic Initiative 3: Countywide Contracting | Sheriffs Department 3 indicators
Improvement Initiative Department of Public Social |out of 140
Department of Mental 7 indicators
Health out of 64
Department of Children and | 1 indicator out
Family Services of 38
8 indicators
out of 64
Strategic Initiative 4: Innovative Technology | Department of Children and |3 indicators
Application Family Services out of 64

Department of Mental
Health

6 indicator out
of 38

Strategic Initiative 5: Legacy System
Replacement

No Department uses
indicators toward this
strategic goal

Goal 2: Community support and
responsiveness:
Strategic Initiative 2: Job Creation Efforts

Sheriffs

7 indicators
out of 140

Strategic Initiative 3: Emergency Preparedness
Expansion

No Department uses
indicators toward this
strategic goal

Strategic Initiative 4: Healthy Neighborhood
Projects

Department of Public Social
Sherifts

Department of Children and
Family Services
Department of Mental
Health

59 indicators
out of 64

16 indicators
out of 140
32 indicators
out of 64

24 indicator
out of 38

Strategic Initiative 5: Environmentally
Sustainable Practices

No department uses
indicators toward this
strategic goal

Goal 3: Integrated services delivery
Strategic Initiative 1: Launch of Healthcare
Reform

No department uses
indicators toward this
strategic goal

(continued)
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Table 6.1 (continued)
Los Angeles County strategic plan (2014) Departments Indicators per
department
Strategic Initiative 2: Strengthening and Department of Public Social |8 indicators
Integrating Youth Protection Programs Sherifts out of 64
2 indicators
out of 140
Strategic Initiative 3: Implementing Jail No department uses
Reform indicators toward this
strategic goal
Strategic Initiative 4: Refinement of AB 109 | No department uses
(Public Safety Realignment) Implementation | indicators toward this
strategic goal

Table 6.2 Ventura County strategic plan, goals, and performance measures

Ventura County strategic plan (2013-2017)

Common core indicators of
performance across all departments

Focus Area #1: Good government, financial stability
Strategic Goal 1: be a peak performing organization
that consistently demonstrates effective use of
available resources to provide the highest possible
service and public communications

Strategic Goal 2: maintain financial policies that are
responsible and transparent, while building the
County’s long-term durable financial strength
Strategic Goal 3: invest in initiatives and tools to
effectively and efficiently utilize, manage, optimize,
and protect County workforce, resources, and assets
Strategic Goal 4: promote an environment of economic
vitality to support, retain, and attract businesses and
support workforce development, each of which are
vital for a prosperous and sustainable community

Total of 18 indicators

Focus Area #2: County workforce

Strategic Goal 1: attract, hire, develop, and retain an
effective, diverse, professional, dedicated, and
responsive team of employees

Strategic Goal 2: empower employees at every level to
provide county services with maximum effectiveness
and efficiency

Strategic Goal 3: develop employees to become leaders
who promote ethics, innovation, service,
accountability, and peak performance

Strategic Goal 4: champion and invest in workplace
policies, programs, and practices that promote the
overall health and well-being of all County employees

Total of 11 indicators

(continued)



116

Table 6.2 (continued)

H.P. Minassians and R.K. Roy

Ventura County strategic plan (2013-2017)

Common core indicators of
performance across all departments

Focus Area #3: Environment, land use, and
infrastructure

Strategic Goal 1: work with the ten cities and other
responsible agencies to develop and implement shared
programs which ensure the preservation of our
unincorporated communities, agricultural land and
natural environment, adequate housing for all
residents, and the county’s continued economic
viability

Strategic Goal 2: provide, operate, and maintain
infrastructure, public facilities, and associated services
that protect and enhance our community, environment,
and economic well-being

Strategic Goal 3: provide simple and seamless services
to our customers so that the benefit of living and doing
business in Ventura County are fully realized
Strategic Goal 4: champion cost-effective energy
reduction measures through independent efforts as well
as through regional initiatives and private/public
partnerships

Total of 28 indicators

Focus Area #4: Community well-being

Strategic Goal 1: achieve the triple aim, by providing
quality healthcare in a patient- centered, integrated,
equitable and efficient manner, improving the health of
Ventura County residents

Strategic Goal 2: ensure that individuals and families
are provided timely and efficient assistance to
meet/sustain basic needs, and transition quickly into
pathways of productivity and self-sufficiency
Strategic Goal 3: ensure that all children at risk receive
the best treatment services to achieve the greatest
success

Strategic Goal 4: promote and provide for the
preservation of healthy and safe communities so that
all children may grow and thrive

Total of 40 indicators

Focus Area #5: Public safety

Strategic Goal 1: maintain high performing public
safety services

Strategic Goal 2: pursue successful early intervention
strategies to reduce future public safety threats
Strategic Goal 3: engage in evidence-based
intervention and supervision approaches in dealing
with realigned post release community supervision
(PRCS) and mandatory supervision (MS) offenders

Total of 20 indicators
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juveniles in public services or foster children and foster families, clearly displaying
the importance of replacement of legacy systems and the design of integration
management systems. To add a layer of complexity to the decentralized and
fragmented American political system, there are programs that school districts (such
as Los Angeles Unified) implement which are not under any legal or administrative
authority of Los Angeles County. Even in an integrated system, this remains a
challenge. This reflects a deficiency of knowledge and the need for more research
among the scholars of performance measures and management system.

The case of Ventura County is different since indicators reflect overall strategic
goals of the county. For example, “Focus Area 1: Strategic Goal 1: Attract, hire,
develop and retain an effective, diverse, professional, dedicated and responsive
team of employees” is a measurable indicator across all departments and can be
tracked, measured, and compared across departments and different units. Five areas
developed by the County of Ventura allow different departments to contribute their
share of responsibilities and activities to the overall performance of departments in
relation to the strategic plan of the County. Centralization of common core indi-
cators encourages more collaborative participation in achievement of overall goals.
There are two main explanations for these differences between Los Angeles and
Ventura Counties. First, the sheer size and scope of Los Angeles County and the
enormous size of its 38 departments make interdepartmental collaboration and
planning extremely difficult, thus forcing many departments to maintain a siloed
operation and protective of their resources from elected officials, thus becoming
more politicized. Meanwhile, Ventura County Board has reached greater maturity
and works collaboratively with the CEO and the department heads in order to
implement strategic goals designed by the county.

6.7 Conclusion

We examined the role of elected officials in the use of performance measures
through a comparative analysis of two California counties. Differences in the
structures of politico-administrative systems were an important variable in
influencing how performance measures were connected to strategic planning goals
and utilized within county departments. In the case of Ventura County, the Board of
Supervisors and the Chief Executive Office established a comprehensive strategic
plan that outlined broad goals for the county as whole. Departmental directors were
then empowered to design specific performance benchmarks in ways that were
formally connected to these broader strategic planning goals.

In the case of Los Angeles County, the design of performance measures was
more decentralized at the departmental level without any formal linkages to the
overall strategic plan and goals of the county. This reflects the highly fragmented
and siloed organizational structure of the county and a lack of connectedness
between the various 38 departments. These attributes have not been conducive to
supporting a cooperative relationship between the Board (elected officials) and the
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CEO and department heads (the appointed officials). There has been very little
coherence and consistency in performance assessments across departmental agen-
cies within the county. Consequently, the performance data that were generated by
the departments were highly insular and not connected to the broader strategic goals
of the county. These findings confirm Pollitt and Bouckaert’s (2004) proposition
that the relationship between political appointees and elected officials directly
affects the design of performance measures and how they are used.

The sheer size and scope of Los Angeles County, and the enormous size of its
38 departments, makes interdepartmental collaboration and planning extremely
difficult. Therefore, the use of performance measures by department heads tend to
be almost exclusively focused on promoting internal efficiency of the departmental
parts without connecting them with larger county-level strategic planning goals.
More recently, LA County has begun redesigning its strategic goals. Not surpris-
ingly, many of these reforms have been undertaken at the departmental level and are
unlikely to percolate through the systematic design and implementation processes.

The politico-administrative system of Ventura County is structured very differ-
ently. The Ventura County Board works collaboratively with the CEO and the
department heads (Paul Derse 2015). The Ventura County Board has cultivated
deep relationships with the Chief Executive Office. Hence, this relationship is
characterized by high levels of interpersonal trust, cooperation, and coordination.
These factors are aided by the fact that Ventura County boasts a relatively coherent
and well-coordinated administrative structure, which tend to promote greater
cooperation among the various departments. In the case of Ventura County,
cohesive design of performance measures and management system has helped them
to identify common core indicators across departments or singular agencies. The
performance of organizations is linked to larger county-level strategic goals.

In conclusion, New Public Management (NPM) and public governance con-
vergence theories can explain the movement of various public entities toward the
adoption of performance measures. That said, there is a paucity of research on how
politico-administrative systems impact the design of performance measures. More
specifically, there is very little academic work on how government and governance
type, scale of these entities, affect the design and adaptation of performance
measures.

Further research should investigate the effect of task characteristics on county
departments’ design influence, a question beyond the scope of this article.
Secondly, engaging departments in the overall design of common core indicators of
performance may prevent adverse behavior of administrative actors in the design of
insular performance indicators as well as during implementation phase (deLeon and
deLeon 2002). In situations where the departments tend to design indicators in an
insular setting, problems of disconnection between different levels are less likely to
occur. Finally, cooperation and collaboration in all stages of strategic plan design
and linkage of performance measures to the overall success of the County mission
can increase trust levels between elected officials and department heads (Rommel
and Christiaen 2009).
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Chapter 7

Italian Public Administration Reform:
What are the Limits of Financial
Performance Measures?

Paolo Ricci and Renato Civitillo

Abstract The Italian public sector reforms in recent years have demonstrated an
over-reliance on accounting-based financial measurements which has essentially
created a sort of ‘hierarchization’ of performance. This chapter aims to demonstrate
whether and how this predominance leads to negative consequences in the evalu-
ation (and management) of public sector organizations: First, because in definitive
governments, performance should be assessed coupling financial parameters with
non-financial measures and qualitative judgements (Jones and Pendlebury in Public
Sector Accounting, 6th ed., Pearson Prentice Hall, London, 2010); second, for the
lack of a systemic approach, financial performance should not be the ultimate
objective of public management but instead an instrument to evaluate the financial
comparability of various priorities to purse (public value, social, environmental,
etc.) (Esposito and Ricci in Public Money Manage 35(3):227-231, 2015).

Keywords Non-financial performance - Hierarchy - Public value

7.1 Introduction

The role of the public administration in Italy, as in other European countries, has
changed profoundly over time, with an evolution of its roles and functions that has
resulted in a significant increase in the areas that fall within its realm of action. This
has led to the emergence of critical issues, namely (Hughes 2003):
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the excessive use of resources has had a negative and widespread impact;
the excessive reach of public intervention, with involvement in areas that are too
far from its traditional role;

¢ high levels of inefficiency in the quality of services offered.

New Public Management and the other theoretical movements which have revo-
lutionized Italian public administration since the 1980s (Public Governance, Public
Performance Management and New Public Governance) have led to a paradigm
shift (Barzelay 1992; Behn 2001), which by relying on neoclassic economic the-
ories, from Public Choice Theory (Stigler 1971) and Principal Agent Theory, seek
to reach the highest levels of efficiency, effectiveness, and productivity within the
public sector through the introduction of an entrepreneurial culture, methods, and
techniques (Hood 1991).

In fact, the traditional conceptual pattern according to which the respect of
norms is sufficient to automatically reach an optimal balance in government action
has become obsolete in light of the administrative approach, which instead posits
effectiveness (the ability to satisfy community needs), efficiency (the ability to reach
objectives, using the least amount of resources), and cost-effectiveness (the ability
to maintain the correct balance between the resources used and the benefits obtained
for the community in the long term) as the basis of a properly functioning public
organization.

The need to measure performance has inspired key reforms in the public sector,
at a national and international level (OECD 2005; Pollitt and Bouckaert 2004): The
level of performance of government action represents a fundamental element for the
evaluation of the correct and rational use of public funds and thus to ensure the
adequate level of transparency, efficiency, and effectiveness of the choices made for
the good of the community (Hood 1991; Pollitt and Bouckaert 2004).

In this context, the problem of limited resources available and the financial
instability of the new organizational and management models of the public
administration have made it so that the interest in financial performance has become
so important that a disproportionate amount of attention is given to the method-
ologies and instruments for its measurement.

For the purposes of this work, ‘financial performance’ is defined as the
achievement of economic and financial objectives, measured according to the
methodology and techniques of ‘financial accounting theory.” The main accounting
practices used by public sector organizations are (Jones and Pendlebury 2000):

budgetary accounting;
cash accounting;

accrual accounting;
commitment accounting;
fund accounting.

The results of these accounting practices are indicators used to determine financial
performance, for example, a school’s budget for a year, the average cost of a
doctor’s visit, and the cost of obtaining court judgment in a legal dispute.
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Financial performance has therefore gained more and more relevance in policy
and in legislative reforms—creating a sort of ‘hierarchy’—and prevailing over other
dimensions.

By ‘hierarchy,” we mean a system in which things are arranged according to
different levels of importance, from highest to lowest (Cambridge Dictionary 2016).
With reference to public administration,

hierarchy establishes the democratic current that runs throughout contemporary systems of
public governance and administration, linking the various actors, organizations, and
institutions that make up the core features of democratic systems of governance (Bovens
et al. 2014, p. 405).

In this respect, however, some authors also believe that

non-financial inputs, outputs and outcomes of government services are best thought of as
being hierarchical (Jones and Pendlebury 2010, p. 21).

The causes of ‘hierarchization’ can be summarized in the following way:

(a) a push toward the simplification of checks and measurements in order to
achieve the objectives of each public administration;

(b) the absence of a systemic view of every single public organization. In Italy, for
example, this view was introduced more clearly only recently through the
adoption of accounting harmonization (art. 9 Legislative Decree n. 118/2011);

(c) the prevailing financial culture in the EU Stability and Growth Pact (SGP).

In light of this, the present work, which is based on an intuitive—deductive
approach, has the following objectives:

1) highlight how it is possible to identify a hierarchy among the elements of
performance, with an over-reliance on financial performance;

2) demonstrate how the predominance of financial performance could lead to neg-
ative consequences in the evaluation (and management) of the public adminis-
tration, undermining the necessary systemic and collective vision; when
measuring the performance of public sector organizations, we should distinguish
between distinct elements of performance: inputs, outputs, and outcomes. In light
of this, it would be useful to use not only financial parameters but also
non-financial measures and qualitative judgements (Jones and Pendlebury 2010);

3) underline the role of financial performance as a means to evaluate various
priorities (public value, social, environmental, etc.) and not as an end goal of
public administration (Adams et al. 2014; Esposito et al. 2015).

7.2 Measuring Performance

Defining performance is extremely complex (Ridley and Simon 1943; Lapsley and
Mitchell 1996; Atkinson et al. 1997; Streib and Poister 1999; Kloot and Martin
2000; Halachmi 2005; Monteduro and Hinna 2007). While, in general terms, it can
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be defined as the ability to achieve a result (Bovaird 1996), as in a response to a
need (Liguori et al. 2012), it can also be understood in very different terms based on
the theoretical approach and the chosen ends. For this work, it is helpful to define
performance as the evaluation, based on the criteria of efficiency, effectiveness, or a
social nature, of an organization’s ability to meet the expectations of those who are
part of it. Performance is about intentional behavior, which can be individual or
organizational (Van Dooren et al. 2010) and which implies a certain standard for
quality:

(a) the quality of the actions being performed,
or
(b) the quality of what has been achieved because of those actions.

Performance has to do with important and specific aspects of governing such as the
provision of services, in definitive form, free at the point of delivery to specific
individuals or groups of individuals (Jones and Pendlebury 2010).

From the definitions above, fundamental characteristics emerge very clearly
(Guthrie and English 1997; Van Dooren et al. 2010):

e the concept of subjectivity,
e a multidimensionality within the concept of performance,
e the quality of actions and results achieved.

The subjectivity has to do with the fact that every level of performance depends
largely on a combination of expected results, actors involved, policies, programs,
and services offered, which are tied to previously determined needs (De Bruijn
2007; Thomas 2007). Their measurement and their evaluation are strongly condi-
tioned by information needs and the characteristics of the subject or subjects
involved. The logical basis for the measurement of performance consists in the
proper identification of key factors and the subsequent creation of parameters using
these key factors (Kloot and Martin 2000). Subjective expectations are character-
ized by a certain degree of ambiguity that could make them more or less unde-
termined, clear, and constant in time. In this sense, another point to take into
consideration is possible behavior changes caused by the measurement (Hatry
2002; Thiel and Van Leeuw 2002; Van Dooren 2006; De Bruijn 2007). This
represents an additional element of complexity within the concept of performance
that goes alongside the subjectivity mentioned above.

The multidimensionality of performance in the public sector (Moore 1995;
Guthrie and English 1997; Bouckaert and Halligan 2008) refers to the need for a
systemic methodology through the integration of economic variables with technical
indicators (Epstein and Birchard 2000), strategic and operative needs (Kaplan and
Norton 2001), as well as internal and external perspectives. More specifically, the
multidimensionality can be defined based on its content (width) as well as its
application in time (depth) (Bouckaert and Halligan 2008).
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According to the ‘quality’ characteristic, we can distinguish two perspectives
(Van Dooren et al. 2010): firstly, the tasks being carried out by the performing
agent. The municipal waste service, a vaccination campaign, a surgical procedure,
and a university lecture are all (very broad) examples of performance by govern-
ment actors. In this sense, performance is conceptualized as ‘competence’ or ‘ca-
pacity.” However, each performance may have a high or low level of quality;
secondly, because ‘competence’ and ‘quality outputs’ are directly proportional
(Dubnick 2005), when performance is about the quality of the achievements and not
as much about the quality of the actions, performance equals results (Van Dooren
et al. 2010).

Notwithstanding the critical elements illustrated above, it is necessary to
underline how the measurement of performance, which consists in the process of
determining and assigning to it a quantitative value, represents the prerequisite for
any type of evaluation or judgment that has to do with the services rendered by the
public administration. This seemingly simplistic consideration highlights an obvi-
ous difficulty in the measuring procedures used for evaluating public organizations,
which in turn are characterized by significant qualitative elements due the social
nature of their aims that are, by their very nature, difficult to measure. In fact,
because of the multitude of interests involved in the correct functioning of a given
public administration, the evaluation of the results achieved is so crucial that it
should involve every actor that is potentially in contact with it. To ensure
accountability (De Bruijn 2007), the systems used to measure and evaluate per-
formance must be conceptually, theoretically, and empirically coherent (Del Bene
2014). From this stems, the use of performance logic and related measuring tools
for public organizations—a logic which should avoid facing the risk of measuring
too much or measuring only what is ‘measurable.” For this reason, a number of
theoretical approaches for measuring public organization performance have
emerged since the 1990s. These approaches provide their own vision of evaluation
of performance, but aside from their relative specificity, they all have the same
objective: to introduce performance management systems which go beyond the
traditional system of control based on compliance or so-called conformance.
Conformance is the sterile adherence to rules and procedures without an evaluation
approach based on results. In sum, there has been a theoretical shift from a ‘culture
of mere adherence’ to a ‘culture of performance’ (Monteduro and Hinna 2007,
Borgonovi 2009). Therefore, we should distinguish between ‘adoption’ and ‘im-
plementation’ of performance measurement systems (De Lancer and Holzer 2001).
In this perspective, it is useful to point out that system dynamics can be used to
enrich performance management in public sector organizations, as shown by some
recent studies (Bianchi and Rivenbark 2014).

Even considering the subjective and multidimensional elements discussed
above, what follows is that the process of evaluation implies the measurement of
value generated. In the private sector, this is based on market mechanisms, whereas
in the public sector, the rules are completely different (Jones and Pendlebury 2000;
Borgonovi 2001).
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It suffices to recall that all public administrations have the aim of furthering the
common good and that in Italy, this is intimately linked to the principles of proper
functioning contained in Article 97 of the Italian Constitution. This means that all
activities must be inspired by the notions of efficiency, effectiveness, and economy—
notions that fall clearly within the administrative doctrine and can be interpreted as
the basis of legality in public administration (Borgonovi 2001). In other terms,
legalitmplistically connected to mere adherence to the rules but, rather it is the
consequence of the concrete actions which respect the above-mentioned criteria of
efficiency, effectiveness, and economy and thus the principle ‘well-functioning’
public administration contained in Article 97 of the constitution.

The absence of measurement and evaluation systems for the performance of the
public administration has a negative impact on the processes for reform, which are
made weaker as a result. It is for this reason that, for some time now, reforms have
been put in place in several European countries to counter this absence. Examples
include the UK, Germany (Neues Steuerungsmodell), and France (LOLF—Loi
Organique relative aux Lois de Finances).

In this perspective:

Performance measures contain information that can be used not only to evaluate, but also to
learn. Indeed, learning is more than evaluation. The objective of evaluation is to determine
what is working and what isn’t. The objective of learning is to determine why (Behn 2003,
p. 592).

Along these lines, Legislative Decree n. 150/2009 represents an attempt (although
not a timely one compared to other countries) to shed light on the need for
performance evaluation in the public sector, focusing on issues tied to the reliability
of performance measurement (Del Bene 2014).

7.3 The Italian Approach to the Culture of Performance:
Legislative Decrees N. 286/1999 and N. 150/2009

The introduction of performance measurement processes in the Italian public sector
may represent one of the most important attempts to move beyond the traditional
‘adherence approach’ toward a true ‘culture of performance’ focused on results
(Dunleavy and Hood 1994; Pollitt and Bouckaert 2004; Guthrie et al. 2005). One of
the first comprehensive laws in Italy on the topic of performance measurement can
be traced to Legislative Decree n. 286/1999 which sets up a system of evaluation
and internal checks within the public administration with the aim of monitoring
several aspects of the public management through a strategic control body, to which
it assigned the task of evaluating the adequacy of the choices made in the imple-
mentation of plans, programs, and other policy instruments, in terms of the
coherence between results obtained and initial objectives. This sort of strategic
control process in public organizations can be interpreted as a level between the
typical outcome of public action and the relationship between inputs and outputs
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that characterize the managerial approach. In fact, the process of control is projected
into a dimension that is not a purely normative or legal one, but one which checks
the total impact of the actions of the public administration aimed at implementing
the public policies for the good of the community.

The system of internal checks included in Legislative Decree n. 286/1999 has a
rather fragmented structure and is especially lacking an adequate systemic
approach. The main objectives of the law can be summarized as follows:

e to guarantee legitimacy, accuracy, and regularity of the administrative and
accounting spheres;

e the optimization of the relationship between costs and results, including through
feedback mechanisms;

e the evaluation of the performance and organizational abilities of management
personnel;

e the verification of the adequacy of the strategic and policy choices and the
adequate balance between results and objectives.

However, the implementation of the innovative aspects of Legislative Decree n.
286/1999 allowed for various critical points to emerge, especially due to a
bureaucratic approach toward evaluation and control. The model, in fact, is based
on a one-dimensional analysis of performance, with a top-down logic and evalu-
ations of employees carried out by management. Various difficulties emerged with
regard to the correct identification of parameters to measure results, with dire
consequences on the effectiveness of the entire norm. Furthermore, in the
Legislative Decree, even though a great deal of attention is given to the promotion
of internal accountability (among political and administrative organs), very little
consideration is given of outside accountability—with little transparence in
accounting for results obtained to the citizens and community (Ricci 2016).

It is precisely because of the shortcomings listed above that Italian legislators
decided to modify Legislative Decree n. 289/1999 several times and reached the
conclusion that the problem with the law (and with Legislative Decree n. 29/1993
and the others written in the 1990s) was not its content but its effective imple-
mentation. For this reason, with the Legislative Decree n. 150 of October 27, 2009
(‘Brunetta Decree’), Italian legislators tried to reorganize the norms in the area of
the optimization of productivity, efficiency, and transparency of the public
administration. In order to overcome the critical points of the previous laws, par-
ticularly the implementation issues of Legislative Decree n. 286/1999, the Brunetta
Decree tried to find a solution to the cultural problem rather than to the technical
one. In this sense, in addition to performance, to which particular attention is given
in Legislative Decree n. 150/2009, other concepts are taken into consideration
which are by no means new to the Italian legislative landscape, such as efficiency,
effectiveness, economy, productivity, and transparency. However, the law intro-
duced some significant conceptual innovations related to the general legal approach
and the instruments that should be used. Despite these significant innovations, for
the purposes of this work, the most important innovation of the Brunetta Decree is



128 P. Ricci and R. Civitillo

the introduction of the necessary and fundamental systemic vision of the entire
picture which was largely absent in the prior regulatory approaches. In this sense,
the model of management set forth in the law is inspired by the objective of
guaranteeing a model aimed toward results and a managerial approach to public
administration, as highlighted in the leading international literature (OECD 1997,
2004, 2005; Bouckaert and Halligan 2008). The general goal of the norm was to
improve the results of organizations and more specifically to:

e improve the quality of the services offered by public administrations;
e promote professional growth and development within public organizations.

These objectives are reached through an organic approach in which the single
elements—such as the process of defining goals, deciding what resources to allo-
cate, the creation of mechanisms and systems for rewarding achievement based on
results achieved, and internal and external accounting practices—are organized in a
systemic way and not as separate elements without any interdependent connection
(Otley 1999). The systemic and organized approach adopted in Legislative Decree
n. 150/2009 ensures that the single objectives of one phase do not outweigh the
general mission of the entire organization (Riccaboni 1993). To this end, another
important element that was introduced by the Brunetta Decree is the involvement of
the entire organizational structure and the assignment of specific responsibilities to
various subjects involved in the so-called ‘management cycle of performance.” This
concept originates from the ‘management plan for performance’ a three-year
planning document in which objectives, indicators, and targets at the basis of
measurement, evaluation, and accounting of performance are clearly stated. Despite
the key role that the concept of performance plays, the norm does not focus on its
measurement but rather gives greater weight to the definition of outputs to account
for and to use as a basis for its evaluation (Borgonovi and Valotti 2009). Still, it is
necessary to highlight the difficulty of measuring performance in the context of
public administration. It is, in fact, difficult (and in some cases impossible) to
identify quantitative criteria to evaluate essentially qualitative results. Furthermore,
even when these criteria are predictable or identifiable, how they are characterized
can have an impact on their ultimate relevance and effectiveness for interpretive
uses. From this perspective, it is helpful to distinguish between a quantitative
dimension of performance, which is characterized by indicators that allow for the
measurement of specific management aspects, and a qualitative dimension which,
by nature, allows for a non-quantitative evaluation of the actions of the
organization.

In this sense, it is important to highlight that despite the ambitious goals of the
reform, it fell short in various aspects and led to mixed results (CiVIT 2011, 2012).
Several studies have pointed to limitations, particularly pertaining to performance,
transparency, and quality (ANAC 2013).

In a study from 2012 (Galli 2012), the concepts of relevance and measurement
of performance contained in the Brunetta reform were compared to those in place in
7 countries: UK, Canada, Australia, USA, France, Germany, and Finland. The
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study found that none of the countries examined had accounting mechanisms in
place that would meet the requirements of Legislative Decree n. 150/2009. This
shows that the requirements of the reform were too ambitious, even when applied to
countries in which performance management has been introduced for quite some
time (Galli and Turrini 2013; Bigoni and Deidda Gagliardo 2013; Cuganesan et al.
2014).

Finally, the Brunetta reform represents a positive legislative innovation from a
cultural point of view, but its impact on the Italian public administration has been
quite limited. This has been the case particularly because of the financial limitations
of the reform, which in turn have led to only a partial application of its provisions
(Ricci and Serluca 2013).

7.4 The Performance Hierarchy: Does the Financial
Dimension Have to be at the Top?

As mentioned previously, the last two decades have been characterized by various
attempts by Italian legislators to develop models which answered to different the-
ories and needs, each characterized by their own peculiarities. We can identify two
different phases in this legislative process. The reforms of the 1990s, culminating in
Legislative Decree n. 286/1999, were characterized by a push toward ‘tasks,’
typical of the above-mentioned approach based on abiding to norms and ‘ac-
countability bureaucracy’ which focused on creating monitoring bodies and
inspection-like checks, aimed toward ensuring that administrative acts fell in line
with the applicable legal norms. Later, the need to measure performance focused
exclusively on outputs (on the goods and services rendered), and it was carried out
only by external bodies, laid out in the law itself (Monteduro 2010).

As shown previously, the evolution of the role of the public administration at the
international and national level set the basis for a move past the traditional
approach, and in favor of various attempts to introduce a true culture of perfor-
mance, one focused on results rather than on mere adherence to norms. Legislative
Decree n. 150/2009, which was characterized by the shift from New Public
Management to Public Governance, is the norm which represents this transition.
Here, the attempts at creating a management approach to public administration that
were started in the 1990s are accompanied by a different approach, a multidi-
mensional one that aims at external accountability in order to guarantee and favor
transparent knowledge and understanding of the value created by public bodies
(Moore 1995; Guthrie and English 1997; Kelly et al. 2002; Stoker 2006; Beck
Jorgensen and Bozeman 2007; Bozeman 2007; O’Flynn 2007) and improving the
satisfaction of user needs and use of resources (Holzer and Yang 2004). In this way,
the importance of what is being measured (Berman 2002; Lemieux-Charles et al.
2003; Fryer et al. 2009; Van Dooren 2006) is connected with the outcomes of the
government actions and the recipients of information are no longer only external
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bodies but stakeholders (especially citizens) who become more involved in the
entire management model (Moore 1995).

In this sense, many studies have shown that well-managed performance mea-
surement systems are critical for accountability in public sector organizations
(Rivenbark 2007; Aguinis et al. 2011; Bianchi and Rivenbark 2014).

However, despite the above-mentioned multidimensionality which characterized
the latest norms in Italy, all legislative reforms have had a common denominator:
the prevalence of the financial dimension of performance that emphasizes
accounting-based measurement and thus is able to capture the ‘economic value’
generated by the public administration but not the public value of its actions, which
should be the predominant characteristic and purpose of public administration
(Cuganesan et al. 2014; Bracci et al. 2014). In Italy, but also in other countries, this
prevalence of the quantitative—financial dimension has progressively become a
predominance and has begun to influence, in an increasingly significant way, all the
other dimensions as well, so much so that it has led to the hierarchization of
different dimensions of performance, with the financial dimension at the very
top. In fact, the rationale for this approach is nothing new (Drucker 1954, 1976) and
reflects the view of several public sector reformers (Holmblad Brunsson 2002;
Modell 2004).

In this sense, we can therefore refer to this as a ‘hierarchization of performance.’

Financial measurement systems are a general characteristic of all organizations
and are presented differently based on different classifications and theories. For
public organizations, especially in Italy, in the past, the topic of accounting-based
‘financial balance’ was often second to the concept of public finality and so
unexpected, because it was often possible to incur public debt. Later, instead, this
phenomenon became more strained, following a reduction of the resources avail-
able because of the limits imposed by macroeconomic relations. Therefore, it
appears necessary to find a balance between achieving objectives in the interest of
the public and the financial measurement of the same.

On the other hand, it is true that ignoring financial parameters and cost has many
negative consequences, also because the cost of services is really important for
performance measurement. This means that inputs, outputs, and outcomes must be
judged together to lead to useful performance analysis:

In the short term, accounting might judge successful outputs, with unsuccessful outcomes
but at low cost, favorably (number and classification of examination passes increase, but
approval level fall and budgets are lowest compared with comparable services), but in the
medium term might worry about the implications for future budgets if the low approval
levels lead to radical changes (Jones and Pendlebury 2010, p. 21).

Therefore, while attention to these accounting-based elements is necessary, it must
be aimed at identifying areas of waste, illicit activity, and introducing services and
processes to award merit and professionalism. The achievement of these objectives
can be measured through adequate and specific indicators of financial performance
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(e.g., the reduction of teaching personnel salaries in schools and universities,
reduction of treatments offered in hospitals or the costs of managing public trans-
portation, etc.). These types of financial and economic indicators should guide the
public administration, leading to an achievement of the objectives set forth in the
planning process, but they raise the following questions (Borgonovi 2009): Is a
balanced budget always in the interest of citizens? How can we judge the
achievement of a balanced budget if this is due to the reduction in the quantity or
quality of services offered?

These questions highlight the need for a systemic approach to performance
measurement and adequate evaluation processes.

In support of this concept, Jones and Pendlebury (2010, p. 21), in their book
‘Public Sector Accounting,’ state:

‘In definitive governments, in which the services provided free at the point of delivery are
financed by taxation, performance is assessed using financial and non-financial measures
and qualitative judgements. In performance measurement, it is useful to think of the fol-
lowing distinct elements of performance:

e inputs, being resources consumed by the governments, measured primarily using costs
but also non-financial measures—commonly, the number of employees

e outputs, being the services provided, measured primarily using non-financial measures

e outcomes, also being the services provided, but primarily using unmeasured, qualitative
judgements, though when the judgements of outcomes are systematically gathered from
service recipients, typically based on interviews or questionnaires, they can be mea-
sured and statistics of satisfaction produced.

Non-financial inputs, outputs and outcomes of government services are best thought of as
being hierarchical. [....]. The lowest levels in the hierarchy, while they can be reliably
measured, are furthest away from what the government services are ultimately trying to
achieve; at the highest level they are what the services are ultimately trying to achieve, but
cannot be measured.

None of the levels in the hierarchy of outputs and outcomes is the natural responsibility of
accounting. In the provision of government services (as in non-profits), outputs and out-
comes are matter for others—in this case, service professionals and politicians.’

From what we have just highlighted, accounting-based performance measurements
are not very useful for our purposes: These are useful just for partial assessments,
and they should be completed by qualitative judgments and, above all, with
non-financial measurements.

Furthermore, in the public sector, the systematic approach highlighted above has
an even greater importance: In this case, the evaluation of performance of a single
unit must be considered in its totality (or again, in a systemic way) and it cannot
disregard the results of other existing organizations. In other terms, if the
improvement of the economic—financial balance of an administration is not in line
with the similar results obtained by other organizations, the equilibrium is tarnished
in the broader system of which it is a part, aside from the one tightly linked to the
various entities taken into consideration individually.
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7.5 For a Better Understanding: Five Short Examples

To better understand what we mean by ‘hierarchization’ of performance, and how it
permeates the regulatory landscape, management models, and evaluation of the
Italian public sector organizations, we offer some examples involving four relevant
fields, concerning the evaluation of performance: municipal bankruptcy legislation,
healthcare system, public transportation services, and international migration
facilities. They are examples that try to clarify the potential dynamics that exist
between financial and non-financial performance.

The Italian legal system (as in other countries) recognizes the possibility that
municipalities and other local entities may encounter moments of financial crisis, of
various levels of gravity. Aside from the procedures and instruments contemplated,
for the purposes of this work, it is sufficient to highlight the parameters and criteria
to determine the degree to which and whether there is a financial crisis: It is based
on quantitative indicators that reveal exclusively financial results. On the other
hand, no consideration is given to the evaluation of other aspects of performance
such as the quality or the variety and abundance of services offered to citizens (Peck
2014).

A further example is the provision of healthcare services in Italy. In the so-called
Health Pact 2009/2012, it is clear that the aim of improving the functioning of
Italian national health system has been interpreted exclusively according to a
financial perspective, with no consideration of the effective protection of health
(Anderson and Frogner 2008). As Borgonovi and Compagni argued (2013, p. S35):

Attention appears to be focused on how to collect sufficient resources to sustain health care
systems.

In fact, it is a financial planning document that excludes any assessment of the
quality of health services provided to citizens. To understand this, it is sufficient to
note that in the text of the provision, the word ‘patient’ is present only once, while
the words ‘disease,” ‘human person,” ‘human resource,” and ‘responsibility’ never
appear. Further confirmation is given by the structure of the legislative provision.
The basic elements include:

e the estimated budget of expenditure of the National and Regional Health
Service;

e a system of indicators covering the average costs and standard costs of the
services provided;

e the provision of a financial recovery plan (in case of budgetary imbalances).

The introduction of performance management tools is the purpose of the recent
reforms that have also affected the system of Italian universities. In this direction,
the new adoption of the accrual basis accounting is aimed at guaranteeing the
highest levels of efficiency and effectiveness (Romano and Cirillo 2015). However,
even in this case, to achieve these management objectives, attention is focused
totally on financial elements (e.g., cash flow, economic balance, and standard
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costs). In contrast, no attention is given to non-financial aspects such as public value
or, especially, the third mission, which is:

a global trend where universities are collaborating with government, industry and civil
society to advance the sustainable transformation of a specific geographical area or societal
sub-system (Trencher et al. 2014, p. 151).

The end result, therefore, is represented again by the dominance of the financial
dimension. It is given more importance than the other dimensions in the evaluation
of the overall performance of the Italian universities.

The same occurs for the evaluation of the public transportation system. In this
case as well, the aim sought by recent reforms is to guarantee an improvement of
the economic conditions of the companies which manage the services—an objec-
tive which is reached by reducing the frequency or number of buses in circulation.
It is evident, however, how the possible reduction of costs of the service can create
various negative externalities, such as the worsening of the environmental condi-
tions in the city (higher levels of pollution and related ailments). In this sense:

Urban transportation system is a complex system with multiple variables and nonlinear
feedback loops and influenced by transportation, social, economical, and environmental
factors (Wang et al. 2008, p. 83).

This means that financial improvement results in a worsening of the financial
conditions of the healthcare system and therefore of the financial balance of the
system as a whole.

The recent international flows of migrants and refugees, from Middle East and
Africa to European countries, can also be viewed from the same perspective. The
superficial management of the services and structures dedicated to controlling the
influx of immigrants, which in turn were the result of the need to contain spending,
could have social economic repercussions (Campesi 2011; Marchetti 2014), with an
impact on the health of the migrants or on the crime rates in the affected areas,
determining an increase in the costs the national healthcare system for the care of
the migrants and for the police force needed to guarantee the safety of citizens.

7.6 Preliminary Conclusions

The considerations made thus far set up an evident challenge, which is also the
solution to the critical points just discussed: the search for models that lead to
effective systemic balance, both financial and non-financial nature.

This consideration requires a complete rethinking of the role of financial per-
formance indicators in public sector organizations. In fact, the phenomenon of
‘hierarchization’ of performance of the Italian public administration illustrated
above determined the inability to construct an effective multidimensional model for
performance measurement. A multidimensional approach, in fact, is the only type
able to lead to an efficient and incisive achievement of the integrated and systemic
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objectives, precisely because it is only with the recognition that there are many
dimensions to performance that a predominance of one dimension (and therefore
limited) over the others can be avoided. It is especially problematic when it is the
accounting-based financial dimension to prevail over the other dimensions.

In this perspective, we can say that the one-dimensionality of the ‘hierarchiza-
tion’ of performance can lead organizational malfunctions, which is damaging to an
unwritten but crucial principle tied to the systemic vision highlighted above: the
notion of ‘loyal collaboration’ between institutions and public bodies, which is
fundamental in order to achieve common ends and objectives of a system. The
notion of loyal collaboration has always found limited application in the entire
Italian public sector to the point of making it complex, if not impossible, to develop
clear and consolidated relationships between institutions. It should be reconsidered
and fully included among the essential principles for the positive functioning of the
public administration, at the same level of efficiency, effectiveness, and economy.
To remain in the administrative perspective and to better understand the weight of
the relationships, we could ask ourselves: What would happen to any group if the
companies that are part of it were not motivated by the unwritten notion of loyal
collaboration? They would simply fail or they would be destined to a rapid decline,
and their very reason for aggregating in the first place would no longer exist. This is
precisely the risk that public entities and public institutions expose themselves to
when they are reluctant or incapable of respecting the aforementioned principle,
which is fundamental to ensure public value and for the construction of common
good, within individual public organizations and within the whole public admin-
istration of reference.

In light of this, we can therefore affirm that the lack of loyal collaboration has
amplified the negative effects produced by the phenomenon of ‘hierarchization’ of
performance and has ultimately resulted in the creation of a vicious circle.

The legal reforms that came about in following years, albeit with different
motivations and very different aims, never guaranteed a true, harmonious, and
balanced approach to achieve their stated objectives and favored emphasis on
financial measurement above all others.

The Brunetta reform, as mentioned above, is particularly useful from a cultural
and formative perspective because it incorporates a series of values that, for the first
time, are not integrated in a merely abstract list of the single elements. However, it
is important to note that the norm does present some particularly significant critical
points. The crucial relationship between policy and management (Bianchi and
Rivenbark 2014) is not well addressed, especially in terms of the definition and
planning of objectives that are compatible with the previous phases of strategic
planning.

In any case, the Brunetta reform should have implicitly led to a requalification or
an improvement of the relationship between policy and management. It is precisely
this relationship between policy and management that should have benefited from
the reform by capitalizing on what are considered its key elements (Ricci and
Serluca 2013):



7 Italian Public Administration Reform ... 135

reflection on the identity and mission of a given institution;
formal procedures for decision making;

the definition of strategic objectives;

the use of performance management tree.

Furthermore, it does not address the topics of co-value, co-production, and
co-creation of public value which, as mentioned above, is fundamental to public
administration (Benington 2011). On the other hand, focusing on the concept of
public value as the ultimate aim of the actions of public organizations, rather than
on economic value, limits the process of ‘hierarchization’ of performance.

What follows is that measurements based purely on financial performance
cannot capture the many innovations related to production, organization and even
culture that have taken place in recent years in the public sector. Within the
complex relationship between institutions and citizens, the potential qualitative
contribution of active engagement by civic stakeholders and by the direct recipients
of the services offered by the public administration is more important than ever,
although it is not always easy to highlight in terms of public value generated.

On this topic:

‘Performance measurement enables officials to hold organizations accountable and to
introduce consequences for performance. It helps citizens and customers judge the value
that government creates for them. And it provides managers with the data they need to
improve performance’ (Osborne and Plastrik 2000, p. 247).

For example, consider the responsible use of water or the act of recycling diligently.
Paradoxically, this also holds true in the measurement of stakeholder engagement
(typically non-financial) as well, which the public sector needs more than ever to
understand the implementation of its action plans and to verify the leadership
capabilities of its management team and political actors. Naturally, this requires
institutions that are more open, dynamic, and able to truly interact with stakeholders
and citizens who are willing to actively participate in public life. These represent
the key characteristics or requirements of the individuals involved.

In conclusion, we can affirm that performance is of crucial importance if it is
considered a tool and not an end result. In this sense, performance can be correctly
defined as a measure of financial compatibility of one or more priorities (public
value, social, environmental, etc.). Conversely, when performance is seen as the
aim of a public administration, there is the risk that it may not guarantee balanced
outcomes and could even result in the destruction of public value (Esposito and
Ricci 2015).

It is indisputable that financial performance is a clear indicator of managerial
balance, considering the activities typically carried out by the public administration
and its ultimate ends. However, it is also obvious that this and all other evaluations
based on the same ‘criteria’ are very limiting because they presuppose a set up that
does not give enough consideration to the multidimensionality previously dis-
cussed. Furthermore, and particularly for our purposes, this type of financial
one-dimensionality is in conflict with the remaining dimensions which are
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explicative of performance. This conceptual understanding can only be rejected: As
was mentioned previously, it is necessary to adopt a systemic logic of performance
in the public administration. Every form of ‘compartmentalization’ leads to evident
ideological conflicts which appear to be paradoxical and in conflict with a complete
and global evaluation of management of public organizations. The examples shown
above, in this sense, allow us to underline the need for deep and complete reflec-
tions on the topic of performance in the public administration, which cannot be
structured based on the compartmentalized, exclusionary, and oppressive logics
outlined above. Conversely, systemic approaches which consider the coexistence of
many dimensions can reconcile the obvious and physiological specificities within
every dimension, allowing for the optimization of the various levels of performance
and the achievement of an overall balance within the public administration (Guthrie
and English 1997; Bouckaert and Halligan 2008).

The continuous legal reforms of recent years, especially in Italy, have pro-
gressively accentuated the ‘hierarchization’ of performance through interventions
aiming at rationing (rather than rationalizing) the financial resources of public
organizations. Considering the extremely limited results achieved in terms of
increasing efficiency and effectiveness, the improvement of the financial dimension
of performance—still necessary in the systemic view outlined above—could be
pursued through a different approach: An improvement in the ability to forecast
could, in fact, represent one of the possible solutions to guarantee a true opti-
mization without the disadvantages that are implicit to the one-dimensional solu-
tions illustrated thus far.

As a final reflection on public sector developments in Italy, we can affirm that the
country has been affected by an excessive reliance on legislative reforms.
Performance management reforms have been imposed without periodically evalu-
ating the results achieved, and rules have been changed often without leading to real
institutional change. It is necessary to identify the causes of problems within a given
community, country, and public administration, rather than to merely measure their
financial or quantitative impact. In this sense, Behn (2003, p. 595):

The real, ultimate outcome that citizens seek from our public schools is children who grow
up to become productive employees and responsible citizens. But using a measure of
employee productivity and citizen responsibility to motivate performance creates a number
of problems. First, it is very difficult to develop a widely acceptable measure of employee
productivity (do we simply use wage levels?), let alone citizen responsibility (do we use
voting participation?). Second, schools and teachers are not the only contributors to a future
adult’s productivity and responsibility. And third, the lag between when the schools and
teachers do their work and when these outcomes can be measured is not just months or
years, but decades.

Western economies are now well aware of the political and managerial problems
facing their public institutions, although with some delay, they have found ways to
resolve these problems by taking into consideration multiple factors and not only
financial ones (Ricci and Serluca 2013).
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Enhancing Governance and
Inter-institutional Coordination through
Outcome-Based Performance Management



Chapter 8

Measuring Coordination and Coherence:
Assessing Performance Across the Public
Sector

Carmine Bianchi and B.G. Peters

8.1 Introduction

This chapter will bring together two bodies of the literature addressing some of the
most important issues in contemporary public administration and governance:
policy coordination and performance management. Beginning with the Blair gov-
ernment’s interest in “joined-up government” (Bogdanor 2005) and continuing with
initiatives such as the “Whole of Government in Australia”, contemporary gov-
ernments have been attempting to create more integrated and coherent approaches
to policy problems (Bouckaert et al. 2010). This concern with improving coordi-
nation is, at least in part, a reaction to the fragmentation of the public sector during
the period of dominance of the New Public Management, but some issues of policy
coordination have been present since the beginnings of modern government (see
Peters 2015).

The second body of the literature concerns performance measurement and per-
formance management in the public sector (Bianchi and Rivenbark 2013). The use
of these performance measurements also has been one of the standard recom-
mendations of the New Public Management, arguing that individuals and organi-
zations within government should be made more accountable for their actions. This
accountability is to be achieved through having clear and quantifiable targets for
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their actions, measuring the extent to which those targets are attained, and then
punishing or rewarding the actors involved accordingly (Bouckaert and Halligan
2008). The use of these forms of measurement replaces conventional forms of
accountability with more quantifiable and possible less-politicized forms.

Although performance measurement has been at least partially successful in
assessing how well individual organizations and their members are performing their
tasks in government, that focus on the individual organization has tended to some
extent to exacerbate the problems of coordination. If managers must be concerned
primarily with meeting a set of targets for their own organization, they are less
likely to cooperate with other organizations and to take a more extensive vision of
the performance of the public sector.

We will develop these two strands of concerns in public management separately,
and then bring them together to demonstrate how improving performance man-
agement can be used to enhance levels of coordination, and vice versa. And we will
further demonstrate the utility of a more dynamic approach to performance man-
agement than is conventionally used in both assessing performance and in con-
tributing to coordination.

8.2 Measuring Coordination in the Public Sector

To begin to develop performance measures for coordination, we must first think
about ways of measuring coordination itself. Unfortunately, despite the centrality of
this concept in discussions of public administration and public policy for many
decades, the measurement of coordination has been relatively weak. Coordination
appears to be very much like Justice Potter Stewart’s conception of pornography—
he could not define it but he knew it when he saw it.

There are, however, some qualitative indicators of coordination. The most
notable of these is Metcalfe’s (1994, see Table 8.1) nine-point scale ranging from
independent decision making by ministers to a clear government strategy. While
each of the points along the scale is sensible and represents a real variant of level of
coordination success, the discussion provides no clear indicators of how to classify
particular situations. The application of this scale to real-world coordination events,
therefore, depends upon the judgment of the individual applying it.!

Braun (2008) developed a somewhat less complex scale of coordination (see
Table 8.2), having only five points, going from no coordination through to strategic
coordination. While less complex than Metcalfe’s approach, this model of coor-
dination assumes that these levels of coordination constitute a Guttman scale, with
achieving one step assumed to be essential to achieving the subsequent step.

"There are, of course, means of attempting to strengthen the use of judgment such as using
multiple coders and testing inter-coder reliability, but the method still ultimately relies on judg-
ment, whether expert or not.
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Table 8.1 Metcalfe’s policy coordination scale

Government strategy

Establishing central priorities

Setting limits on ministerial action

Arbitration of policy differences

Search for agreement among ministers

Avoiding divergences among ministers

Consultation with other ministers (feedback)

Communication with other ministers (information exchange)

2N |R RN N> 0

Independent decision making by ministers

We can consider the distinctions among positive, negative, and strategic levels
of coordination based on, and extending, Scharpf’s (1997) analysis of policy
coordination.” These conceptions of policy coordination have been rather abstract
and theoretical, and therefore we must consider how to convert those approaches
into more operational indicators of performance in creating more concerted public
action. These categories also will depend upon applying judgment on the part of the
researcher who is attempting to understand existing levels of coordination.

Another means of attempting to measure coordination in the public sector is
through examining the mechanisms within the public sector that are dedicated to
producing more coordination and integration. For example, in our study of coor-
dination and specialization in seven industrial democracies, we (Bouckaert et al.
2010) mapped the creation and dissolution of both structures and processes con-
cerned with coordination. Other efforts of the same sort have documented the ebb
and flow of government efforts to generate coordination (see Schout and Jordan
2005) in the European Union and in individual countries.

The movement toward “joined-up government”, beginning with the Blair gov-
ernment in the UK and then diffusing to other countries, contained one set of
instruments designed to generate more coherence in the public sector (Bogdanor
2005; Pollitt 2003). These efforts at greater coordination in governance—institu-
tional as well as substantive—tended to focus on the development of hierarchical
controls created by the center of government. And, whether or not called “joined
up”, this general change in governing has been found in a number of countries
(Dahlstrom et al. 2010).

Policy integration is sometimes discussed as equivalent to coordination,
although it implies attempts to make policies coherent ex ante, rather than getting
programs to work together ex post (see Jordan and Lenschow 2010). In addition to
the above measures of coordination, Briassoulis (2005) developed an implicit scale
for efforts (Table 8.3) intended to create greater policy integration in environmental

By negative coordination Sharpf meant that organizations were aware of each other’s activities
and goals, and attempting not to conflict. Positive coordination, on the other hand, implies that
rather than simply avoiding conflicts the organizations would attempt to work together. And finally
strategic coordination would mean working together toward broader, systemic goals.
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Table 8.2 Braun’s Guttman scale of coordination

&gxﬁwmﬂ:ﬁnﬂmi
|Pndﬂvnmdjnxﬂon]
' Policy integration
| Strategic coordination |

ADMINISTRATIVE
COORDINATION

policy. Unlike the catalogs of structures and processes above, this is a more
comprehensive listing of instruments that can be used to produce more coherent
policies. It includes some structural elements, but also has some elements that
resemble Howlett’s (2000) concept of procedural instruments for governing. In
other words, coordination is created through processes (including performance
management) as well as through formal structures and institutions.

As well as attempts to coordinate across organizations within the public sector,
there may also be needs to coordinate across governments, and to create more
integrated patterns of service delivery, especially in metropolitan areas with mul-
tiple smaller governments. This coordination is sometimes handled through the
creation of special districts, e.g., the Port Authority of New York, that provide
services such as transportation that have an extensive geographical scope. The
problem may also be addressed through creating metropolitan area governments.
For example, in Italy, law has defined metropolitan cities since the year 2014. Such
institutions will replace the Italian provinces, which have been the third adminis-
trative level, below the State and Regions. Each metropolitan city is led by a
metropolitan mayor, supported by a Metropolitan Council and by a non-legislative
assembly (the metropolitan conference). Members of the Metropolitan Council are
elected and chosen by mayors and city councilors of each municipality in the
metropolitan city. The metropolitan mayor is the mayor of the former capital of the
province.

In addition to the qualitative and structural indicators of coordination, there have
been more empirical attempts at measuring coordination. While most qualitative
indicators provide either a descriptive set of criteria or examine the potential for
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Table 8.3 Briassoulis’s
dimensions of policy
integration

Institutional criteria

Legislative criteria

Administrative criteria

Financial measures

Market measures

Technical measures

Communication measures

Hybrid measures

coordination, these more quantitative indicators do attempt to assess the extent to
which coordination is actually being achieved. Even here, however, attempting to
assess what is actually happening with policies may be difficult, and these measures
tend to measure interactions among organizations and individuals more than they
actually measure the integration of policies.

Perhaps the measures of policy coordination that has come closest to actually
assessing levels of coordination are those developed by Jennings and Crane (1994)
in their study of employment programs in the American states. Although they were
not able to measure coordination per se, their interviews with program adminis-
trators did reveal the perceptions of the level of coordination that existed, as well as
the causes for success and failure. Interestingly, given all the concern with program
design, the major factors associated with the success of coordination efforts were
interpersonal relationships among the administrators and leadership within the
organizations.

In a later article, Jennings and Ewalt (1998) presented a list of some 41 possible
indicators of coordination activities by state level. Most of these were measures of
activity and attempts to generate coordination, rather than measures of any success
in those efforts. These attempts to coordinate were related to a number of organi-
zational characteristics, as well as to the characteristics and behaviors of the
leadership of the organizations.

Another attempt at measuring coordination is premised on the central role of
information in the public sector, and the tendency of public organizations to hoard
information (see Husted and Michailova 2002).3 Willem and Buelens (2007; see
also Boateng and Agyemang 2016) used questionnaires to measure the extent to
which organizations in the Belgian government shared their information. Although
they did find some structural effects on coordination, the major factors associated
with knowledge sharing were interpersonal and cultural.

New Zealand provides an interesting context where intensive reforms have been
implemented since the beginning of the 1990s, in order to foster coordination
between policy design and implementation. This can be considered as a pivotal case

*One classic case of information hoarding occurred in the American federal bureaucracy when
various intelligence organizations did not share information prior to the 9/11 disaster. See Peters
(2015).
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of vertical coordination, implying the search of a connection between strategic
goals (strategic result areas, set by elected officials) and related departmental
objectives (key result areas, set by administrators). Also, horizontal coordination is
a main issue of such reforms. To foster coordination, nine broad policy areas were
identified by the New Zealand reformers: economic growth, enterprise and inno-
vation, external linkages, education and training, community security, social
assistance, health and disability services, treaty claims settlement, and environment
(Boston and Pallott 1997).

The need of a strategic thinking and a strategic conversation in policy design and
implementation was emphasized as a major reason for reforming the public sector.
To enhance “strategic conversation” throughout and across public administration,
the term purple zone was coined (Matheson et al. 1997; Alford et al. 2016; Elliot
1998; Shergold 1997). This is a blurred area of decision making and responsibility,
underlying a degree of indeterminacy on the roles and relationships between the
political and administrative domain. According to this approach, the relations
between elected officials and public servants should be described over a continuum,
rather than being conceived as sharply separated (Svara 2001). The dynamic
complexity characterizing decision making is a major reason requiring such per-
spective. The “purple zone” is “an amalgam of separation and integration, in which
the benefits arising from distinctive responsibilities are complemented by those
flowing from strategic coherence and common “branding””’ (Matheson et al. 1997,
p. 5). An incremental and design (i.e., learning-oriented), rather than structured,
approach in decision making is claimed to cope with dynamic complexity and
problem wickedness.

In this chapter, we will discuss the possibility of developing performance
management systems that can assess coordination and coherence among public
organizations and their policies, as well as the performance of individual organi-
zations. We will begin with Metcalfe’s (1994) scale of coordination, and we will
also consider attempts by governments such as that of New Zealand to develop
coordination measures and strategic management measures, as one component of
their performance management system and its strategic results areas.

8.3 Examples of Coordinated Performance

We will discuss the development of these indicators of coordinated performance in
general terms, but also consider them in relationship to two policy areas. These two
policy areas represent some interesting contrasts in the challenges they present to
policy coordination and integration, and in turn they, therefore, present interesting
challenges for measuring the success of coordination.
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8.3.1 Social Policy and Health

The first broad policy domain we will consider is health and social policy. To be
effective, these two policies must have coherent and compatible policies, and must
make attempts to serve the “whole client”. It may be difficult to provide adequate
health care for individuals without understanding their social situation, and vice
versa. While the need to coordinate these policies has been recognized for decades,
effective coordination continues to elude most governments. That said, we can still
consider the mechanisms for pursuing that goal and develop the means of assessing
performance on coordination.

One of the earlier efforts to examine the manner in which these policies worked
together, or did not, was in the Model Cities program in the USA in the 1960s. One
of the fundamental ideas behind this attempt to revitalize blighted areas in
American cities was to integrate the services being provided to residents of the
“model neighborhoods”. While there were a large number of public and private
organizations providing services to these areas, there was little or no attempt to
coordinate their activities and to present more or less coherent packages of services
to citizens.

A survey of agencies operating in these neighborhoods identified almost sixty
service providers, most working with social and health policies of some sort, but
there was almost no discussion among the organizations, even those that nominally
were providing similar types of services. Some clients would be contacting multiple
organizations attempting to receive the same types of services, but those organi-
zations were not working together to provide the services. And there was even less
cooperation across policy sectors (Main et al. 1972). Efforts to improve levels of
referral across agencies led to some increase of referrals, but mainly within policy
sectors rather than across.

At approximately the same time, the UK embarked upon a major effort to
produce greater integration of social and health policies. As documented by Challis
et al. (1988), this effort was an attempt to produce coordination across the entire
social policy sector. As has been true for many such efforts, the usual organizational
and political barriers to effective coordination within the public sector won out over
the hopes of the policy planners and coordinators.

The two examples above may appear like prehistory, but much of the same
problem of coordination within this policy exists today. For example, even in
well-organized welfare states when patients leave hospital, especially elderly
patients living alone, there is often no connection with the social services they will
need for care during their convalescence, and the patients may have to return to the
hospital (Leichsenring 2004). These failures of coordination are perhaps most acute
for children, with frequent failures of health organizations failing to report sus-
pected abuse to social workers and the police (Marinetto 2011).

It is easy to catalog a host of failures in the coordination of social and health
policy. It is substantially more difficult to develop measures of the levels of
coordination that may or not exist. And if we can provide those measures, then can
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we develop measures for the performance of individuals and organizations in
generating that coordination. Assessing coordination will go a long way toward the
additional goal of being able to attribute that coordination to the behaviors of
individuals and/or their organizations.

First, we can measure the degree of contact among actors. For example, are their
coordinated care conferences around individual patients or more generally for
planning a more seamless transition of clients in and out of health care and social
care? The difficulties of arranging this seamless movement of clients may be
exacerbated when organizations are operating at different levels of government, or
when those organizations have different catchment areas (Christensen et al. 2014).

Similarly, is there any significant level of knowledge sharing among organiza-
tions, whether about individuals or about more general policies? As noted, infor-
mation hoarding is a common form of avoiding coordination, and to some extent
client hoarding can accomplish some of the same purposes—especially in social
and health policy. When organizations have clients, they have some claims to
power and can attract resources (see Cook and Cheshire 2015), and they can trade
potential access to clients for influence with other organizations.*

We can also consider structural solutions for coping with the problems of
coordination and policy integration between health and social services. One com-
mon example is creating “superdepartments” in which a range of linked programs
may be included under a single ministerial roof. While there has been some limited
success with structures of this type, in most instances the coordination issues are
merely made intramural rather than extramural, but they persist and may become
even stronger because the various policy sectors are competing for primacy within
the one department.

In Italy, coordination between social and health policies should be pursued by
metropolitan cities through “social policies and health” services. Such services
should support coordination between municipalities and the regional health care
system (particularly with the health care agencies). At both regional and State
levels, such coordination should be mainly pursued at corporate level, i.e., through
the strategic planning process led by the head of cabinet. Though overlapping areas
exist between health care and welfare agencies, separate competences are assigned
in both the Italian regions and the State at ministry or agency level. Policy coor-
dination in terms of social and health services between the State and regional level
can be managed through conference of services; however, such coordination
instruments have been characterized by a static and short-term—rather than
outcome-oriented—perspective.

We could continue adding examples of activity measures to this few already
mentioned. But these activity measures do not address the more significant question
of policy integration. Individuals could participate in coordination activities but
those could fail, given the numerous barriers that exist to coordination. Therefore,
we need to develop measures that assess the extent to which individual clients are

*On the resource dependency model considered more generally see Davis and Cobb (2010).
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indeed provided with more or less connected services. For example, we might look
at hospital readmissions for discharged patients, especially elderly patients, to
assess the extent to which the social network that is meant to serve them after
discharge is functioning.’

8.3.2 Food Policy

The other policy area we will consider is coordination in food policy. In order to be
able to deliver pure food from the farm to the diner’s plate requires coordination
across organizations and across time. These organizations may be focused on
several different policy domains—agriculture, health, and consumer safety—and
functioning at different levels of government. This dynamic chain coordination is
somewhat different from the usual static conception of interorganizational coordi-
nation. Successful food policies depend on adequate performance at each stage of
the process, but also require the linking of these separate organizations as the food
goes from farm to consumer.

While the above coordination issues in the regulation of food quality are all to
some extent associated with agriculture and food per se, food and agriculture issues
must be associated with policy areas such as energy and the environment. For
example, intensive agriculture that may be useful for producing the large quantities
of food is energy intensive and also can have severe environmental effects
(Grochowska 2014). And with biomass as a potential source of energy, land may be
diverted from food production to making ethanol or other renewable forms of
energy. Producing energy may be more profitable for the landowners who will have
to worry less about spoilage, and also they can use the entire plant for production.®

Whereas the coordination of health and the social services is perhaps primarily a
problem of implementation, and may need to be resolved at the lower levels of
organizations, the problems of coordination in food policy may be more those
policy integration. That is, to consider adequately the question of providing suffi-
cient and high-quality food supplies at affordable prices requires the involvement of
energy, environment, land use, and increasingly, international policy actors.’

Given the need to focus more on policy than on service delivery with food
policy, the measures of coordination will need to focus more on the nature of the
policies being implemented rather than implementation per se. Therefore, the
measures of success can be less on activity than on the extent to which policies do

3One small component of the Affordable Care Act in the United States penalizes hospitals for high
rates of readmission. But the problem may be less with the hospital itself than with the linkages to
social services.

SThat is, for corn in particular not only are the ears of corn used to make ethanol but the stalk and
all.

7Very few countries are now self-sufficient in food production so trade and aid are essential
elements of food policy.
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in fact take into account needs and priorities in other policies sectors. That more
integrated legal framework will still, of course, have to be implemented but pro-
ducing a food policy that does indeed consider a range of alternative policy con-
cerns will be the necessary first step to success.

The above discussion has been premised on a notion of food policy as primarily
directed toward the consumer of food. For farmers and food processors, on the other
hand, the important goals of the policy area may be rather different. Those different
perspectives held by producers and consumers may be common in many policy
areas, they also will constitute a locus for considering greater policy integration.
And even within the producer group, there can be substantially different goals for
small holders and for agribusiness firms (Locke and Henley 2016).

The above-mentioned problems within food policy make coordination difficult,
which in turn makes the measurement of that coordination equally difficult. The
organizations that are relevant for food policy—ranging from social services to
international trade—may have very different goals and may actively resist coor-
dination. Even in a relatively well-organized government such as Canada devel-
oping a “joined-up food policy” has proven difficult (MacRae 2011), and assessing
the level of coordination appears even more difficult.

At a first stage of understanding how organizations may take into account the
goals of other organizations in food policy, the existence of coordination structures
at a high level within government is necessary (see Peters 2016). These structures
tend to be more prevalent in less developed countries, such as those in Africa, given
the importance of agriculture in the economies and the threats of food insecurity to
the population (Pritchard 2016). For more developed countries, measuring the
strength of linkages among organizations in the chains attempting to guarantee food
safety from farm to table is also an important means of measuring coordination in
food policy.

8.4 Using Dynamic Performance
Measurement/Management to Foster
Coordination and Coherence

The context for coordination and performance described above provides an ideal
conceptual foundation for using a dynamic performance management approach
(Bianchi 2016) to deal with the need of coordination and coherence in public policy
design and implementation. Most problems requiring that public and private
organizations develop a strong collaboration are related to social “wicked” issues.
The issues imply a high level of dynamic complexity in the design and imple-
mentation of policies leading to sustainable outcomes in the relevant system
(Bianchi 2015; Head and Alford 2013; Laegreid and Rykkja 2014; Rittel and
Webber 1973, p. 160).
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A dynamic and outcome-based performance measurement/management
approach is needed particularly in such contexts, since delays and nonlinear feed-
back relationships affecting policy outcomes require that decision makers be sup-
ported to frame the structure and behavior of the systems where polices will be
implemented. This approach appears in part in the literature on procedural policy
instruments (Howlett 2000). This approach may help them to detect the risks of
policy resistance (Ghaffarzadegan et al. 2011), i.e., of unintended effects of
implemented policies that may appear consistent, if observed on a static and sec-
toral perspective, but may generate problems in the long run because of lack of
coordination, or lack of adaptation.

In this view, a number of challenges can arise when we attempt to design
sustainable and “intelligent”’performance management systems—both inside and
throughout public sector organizations. First, the focus of such systems should not
only be on the end-results, i.e., the flow—or net change—generated by the
implemented policies in a given time span into the initial endowment (stock) of
strategic resources that an organization cannot purchase on the market (e.g.,
financials and intangibles generated by the organizational routines). One should
also focus on the performance drivers, i.e., those critical success factors for
achieving the end-results. Performance drivers should be measured, monitored, and
affected in the short run, in order to influence the achievement of targeted outcomes.
Performance drivers are gauged as ratios between the current strategic resource
levels affecting performance and related benchmarks or desired levels (for instance:
“skills/desired skills” ratio, affecting service delivery failure rate). One should also
outline the policies to adopt in order to affect the strategic resources (i.e., the stocks
of tangible and intangible factors to build up and deploy together with others) that
will influence performance drivers, and—through them—the end-results, which
will feedback on strategic resources (Fig. 8.1).

Second, the relevant boundaries of performance management systems adopted
by public sector organizations should not be limited to an institutional context. An
outcome-based view of performance requires the use of proper measures that are
able to gauge the long-term and wider impact of the implemented policies by a
single player on a system that is usually much wider than the physical and juridical
boundaries of a single institution. This implies that an external (i.e., interinstitu-
tional) view of performance should be combined with an internal one, in respect to
a single organization (e.g., a municipality). From the interplay of the two per-
spectives enhancing a strategic dialogue among the key players, the sustainable
development of a single institution can be made compatible with the development
of the social/economic system to which it belongs. This would further ensure the
lifelong endurance of both each individual institution in a system and of the system
itself.

The design and use of performance measurement/management systems aimed to
foster policy integration and joined service delivery should take into consideration
the level of dynamic complexity, that is, intrinsic to the environments where policy
makers are expected to interact.
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Fig. 8.1 A dynamic performance management view

This dynamic complexity could be measured in relation to a variety of factors,
such as:

Number of policy/decision makers affecting the relevant system’s outcomes;
Number of variables to manage and to take into account in policymaking;
Number of decision levels that are sequentially connected;

Delays affecting the system’s outcomes;

Diversity of issues characterizing different subsystems and policymaking fields
associated with a same dynamic and complex system;

Relevance of intangibles affecting the system’s outcomes;

Nonlinear relations between causes and effects;

Number of policy trade-offs in time and space; and

Unpredictability of external factors (in respect to policy makers) that may affect
the system’s outcomes.

NS

O XN

The two examples of coordinated performance in public policies discussed in the
previous section can be helpful to sketch an outline of the challenges that the design
and use of dynamic performance management systems should face to deal with
social outcomes in different environments.

As discussed earlier, the example of health and social services mainly implies
the challenge to design performance management systems that are primarily
focused on the ability of different policy makers to deliver value to the benefit of
service users. The dynamic and complex issues related to such context are mostly
associated with the capability of different stakeholders to streamline their own
policy implementation actions, so to consistently affect the desired outcomes. On
the other hand, the example of food policy first implies the need to design per-
formance management systems that may foster policy integration, leading to
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consistent service delivery. This requires some previous attempts to ensure per-
formance within each of the component organizations in the chain of production of
food safety.

As shown in Fig. 8.2, the use of a dynamic performance management approach
to foster policy integration and service delivery in highly dynamic and complex
systems implies that different policy makers affect the system’s outcomes. Without
an alignment in policy design by such players, the outcomes generated by service
delivery could be poorer than the expectations of both the users and policy makers;
this would reflect into inefficiency and lack of generated public value. In such a
perspective, coordination and integration are central to performance, rather than
being a desirable feature that might be achieved later in the policy process.

The figure also shows that service delivery outcomes (a “lower layer” group of
end-results) are indirectly affected—through the performance drivers and strategic
resources—by policy integration outcomes (a “higher layer” group of end-results).
For instance, the number of shared decisions by different institutions involved in the
value chain leading to final service delivery (a “higher layer” end-result) can be
increased through the design and implementation of an integrated set of policies
aimed to change a “blend” of strategic resources, such as: (1) regulations and
procedures with which institutions must comply, (2) incentives and rewards sys-
tems, perhaps more inclined to reward collaborative rather than individualistic
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Fig. 8.2 Applying dynamic performance management to foster policy integration and service
delivery in highly dynamic and complex systems: a generic model
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approaches in policy making and information sharing; (3) performance measure-
ment systems, perhaps both shared and intersectoral performance measures, ori-
ented not only to the short but also to the long term; (4) information systems, which
could be more transparent for all the involved policy makers, regardless depart-
mental or institutional barriers; (5) cultural systems, which should gradually replace
a static, sectoral, and “rule compliance” view of public administration, with a
dynamic, collaborative, and outcome-based view.

Likewise, “lower layer” end-results, associated with service delivery outcomes
—such as the contribution of agriculture or other industries to the gross domestic
product and to the employment rates, or the environmental pollution rate—might be
affected through the exploitation of the described policy integration outcomes. Such
efforts might imply the design and implementation of further (lower level) policies
aimed at developing other strategic resources such as: communication between
public sector policy makers and other stakeholders in the system, to generate new
“public—private” collaboration initiatives (an output end-result). Such end-result
would accumulate into a stock (strategic resource) of total “public—private” col-
laborations, which would further contribute (through performance drivers) to ser-
vice delivery performance outcomes.

Figure 8.3 sketches a generic dynamic performance management model related
to food policy coordination. In particular, it demonstrates the expected roles of two
performance drivers, i.e., those related to the quality and intensiveness of
public/private sector collaborations and communication efforts. Such performance
measures contribute to building up the stock of total collaboration among the
relevant organization, which in turn may affect the investigated outcomes (changes
in pollution and employment rates).

A similar approach could be used to model the performance factors affecting the
outcomes related to social and health policies. As said, in this case, as in the
previous one, the focus of the performance management model would be more on
service delivery than on policy integration. However, similarly to what has been
described regarding the public/private sector collaborations, also in this case
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participative governance initiatives might affect outcome measures such as the
hospital readmission rates (Santos et al. 2002). Likewise, improved and shared
information systems—as well as the use of rewards systems more inclined to foster
collaborative approaches—would be likely to improve referral rates across agencies
(outcome performance measures). Again, coordination and integration become
components of service delivery rather than a separate part of policymaking.

8.5 Summary and conclusions

In summary, this chapter will make some initial steps in conceptualizing perfor-
mance measurements for coordination and demonstrate how they be applied in two
policy areas with different requirements for coordination. To this end, a dynamic
performance management approach is suggested, and such perspective is used to
frame the two investigated policy areas. It also begins to link processes of poli-
cymaking, and drivers of performance, with the final outcomes of policymaking
While not actually measuring that coordination in actual policymaking situations, it
will provide the foundation for further development of this important dimension of
performance management.

This approach to performance management integrates coordination more closely
with performance than do more conventional performance management systems. In
particular, it attempts to bring together some approaches to measuring coordination
with the performance management systems. Further, the more inclusive conception
of performance, both across time and across actors, to some extent returns per-
formance management to a broader view of policy evaluation that has been lost in
the emphasis on short-term measurements.
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Chapter 9

Outcome-Based Performance
Management in the Public Sector:
What Role for Inter-organizational
ICT Networks?

Luca Brusati, Paolo Fedele, Mario Ianniello and Silvia Iacuzzi

Abstract Public sector decision-making takes place across multiple tiers of gov-
ernment and societal organizations. Governance arrangements have major impli-
cations on performance, especially when addressing wicked problems: dispersed
authority can lead to silos mentality, thus triggering coordination problems. We
explore how inter-organizational Information and communication technology
(ICT) networks can improve the performance of public sector organizations
responsible for wicked problems by observing three such networks implemented by
the Friuli Venezia Giulia Region (Italy): a portal for tourism promotion, a tracking
system for intermodal cargo networks and a database of public works designed to
prevent floods and landslides. Our analysis highlights that inter-organizational ICT
networks improve outcomes when interests converge, but seem to have little impact
when stakeholders perceive the interplay as a zero-sum game, and to perform best
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when interaction patterns are closest to hierarchy. In brief, the evidence suggests
that ICT cannot contend to be a substitute for a shared governance model.

Keywords Coordination - Governance - Hierarchy - Network - Performance

9.1 Introduction

The debate about network governance (Rhodes 1997; Klijn 2008) and multi-level
governance (Piattoni 2010; Toonen 2010) has become central in public policy and
management in the last decades. For the purposes of this chapter, “governance” is
defined as the coordination of activities around collective problems by mutually
dependent actors (Koppenjan and Klijn 2004). By highlighting the key role of
governance, researchers and practitioners alike acknowledge that “go alone”
government-centric strategies and clear-cut lines of responsibility are not the way
decision-making takes place in public sector organizations (Torfing et al. 2012;
Torfing and Triantafillou 2013).

Governance arrangements have consequences at the micro-organizational level,
i.e. for institutions and officials in charge for programme and project management.
The dispersion of authority implies the entrenchment of “silos mentality” (Page
2005), which naturally triggers coordination problems. Coordination becomes
especially critical when dealing with wicked problems, i.e. complex, intractable
issues which are never wholly solved or reconciled because of the difficulty to
address them, as a consequence of multiple ways of defining the nature of the
problem, a lack of definitive solutions with no clear criteria for determining when
the problem is solved and the potential for further problems to emerge when
attempts are made to tackle them (Roberts 2000). On this backdrop, a relatively new
trend such as the governance paradigm can be conceptualized as an evergreen in
public management studies (Bogdanor 2005): how to enhance coordination, and
thus improve performance, in the presence of wicked problems in a
multi-stakeholder environment (Pressman and Wildavsky 1984).

This chapter explores whether inter-organizational Information and communi-
cation technology (ICT) networks can improve performance in the specific realm of
local economic development through the analysis of a multiple case study from the
Friuli Venezia Giulia (FVG) Autonomous Region in Italy. Section 9.2 reviews the
relevant literature on governance as a coordination problem and the instruments
used to improve system-wide performance, with a special focus on
inter-organizational ICT networks. In Sect. 9.3, we outline the methodology used
for our multiple-case empirical investigation. The fourth section presents the case
studies, sharing relevant background information and the results of our analysis.
This is followed in Sect. 9.5 by a discussion of the findings regarding coordination
mechanisms in a multi-level governance setting, meant to assess whether
inter-organizational ICT networks can actually improve coordination, and hence the
performance of governmental intervention. The conclusions gauge the potential of
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inter-organizational ICT networks as a component of the toolbox for
outcome-based performance management and discuss limitations and opportunities
for further research.

9.2 Literature Review

This chapter focuses on governance in one specific area of governmental inter-
vention, i.e. local economic development. This is a typical wicked problem in
which governance strongly matters, both in positive-descriptive and normative
terms (Torfing et al. 2012): a large number of actors can play a role in shaping the
speed and trajectories of local economic development, including local authorities,
regional bodies, national and supranational tiers of governments, private firms,
societal organizations. Because of the interdependence of their interests, improved
outcomes can only stem from their cooperation; on the other hand, because of
multiple interests and trade-offs, coordination is far from simple (Marin 1990).

As a consequence, governmental authorities in charge for local economic
development face the challenge of overcoming the silos mentality and resistance
that prevail across multi-stakeholder arenas in order to favour positive-sum out-
comes. This is especially complex when top-down “command and control”
approaches are considered incompatible with the subsidiarity principle, and the
leverage of governmental expenditure cannot be used to iron out conflicting, if not
opposing, interests.

The literature suggests a series of corrective actions that may result in a stronger
emphasis on coordination. Coordination is a classical term in the organizational
vocabulary (Groth 1999), where it means “integrating or linking together different
parts of an organization to accomplish a collective set of tasks” (Van de Ven etal. 1976,
p- 322). Coordination can also be described in terms of mechanisms: well-known sets
include mutual adjustment, direct supervision, standardization of skills and knowl-
edge, standardization of work processes, standardization of output and standardization
of norms (Mintzberg 1997; Melin and Axelsson 2005). Communication and infor-
mation are generally included in mutual adjustment mechanisms.

For the purposes of this chapter, inter-organizational coordination mechanisms
in a public sector context are understood as “the instruments and mechanisms that
aim to enhance the voluntary or forced alignment of tasks and efforts of organi-
zations within the public sector. These are used in order to create a greater
coherence and to reduce redundancy, lacunae and contradictions within and
between policies, implementation or management” (Verhoest et al. 2007, p. 330).
Redundancy occurs when two or more organizations perform the same task;
lacunae when no organization performs an important task; and contradictions when
the same tasks have different goals and requirements between different actors
(Peters 1998).

A classification of mechanisms referring to hierarchy, market and network as
coordination modes has been developed by Bouckaert et al. (2010) using the
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conceptual inputs provided by Ouchi (1980), Thompson et al. (1991) and Peters
(1998). Mechanisms can be either managerial (e.g. procedural rules, planning systems
or input—output-oriented financial management systems) or structural (e.g. reshuffling
of competences or lines of control and accountability, establishment of new bodies or
structures specifically designed for the improvement of coordination). Verhoest et al.
(2007) developed a typology of coordination tools and linked them to the basic
coordination modes. In sum, the alternatives available in the public sector are:

e Coordination by hierarchy-type mechanisms (HTMs), based on authority and
dominance. HTMs involve goal- and rule-setting, allocation of tasks and
responsibilities and lines of direct control and accountability. They may also
consist of traditional input-oriented financial management systems or top-down
and unilateral strategic management procedures;

e Coordination by network-type mechanisms (NTMs), based on interdependence
and mutual trust between stakeholders. NTMs seek common values, knowledge
and strategies. Governments may create, facilitate or sustain network-like
structures, such as shared information systems, collective decision-making
structures or even partnership organizations. Moreover, mechanisms like staff
development schemes, job rotation between public sector organizations to create
a common civil service culture and other inter-organizational learning instru-
ments like knowledge management may foster common understanding and
values (Hood 2005, pp. 31-32), which are key to coordination by NTMs;

e Coordination by market-type mechanisms (MTMs), based on competition and
exchange between stakeholders. MTMs aim to create performance incentives,
such as result-oriented financial management systems for budgeting, accounting
and audit, or incentives for agencies, units or even individual staff members.
Governments may purposefully create and safeguard markets (e.g. internal and
quasi-markets) to foster coordination by encouraging intra- and
inter-organizational competition.

Based on this menu of coordination modes, this chapter explores the potential of
inter-organizational ICT networks as a solution that promises to facilitate both
horizontal and vertical coordinations, and hence improve system-wide performance
vis-a-vis a wicked problem such as local economic development.

At the level of individual organizations, ICT networks provide a tool to store and
retrieve information, accomplish tasks and impose a schedule on processes given
their ability to perform and memorize actions as well as to permit, promote and
facilitate the performance of actions by users, both through the information system
itself and based on information from a system (Orlikowski 1991; Malone and
Crowston 1994). A broad literature exists addressing the consequences of adopting
ICTs, or “e-government,” at the level of individual public sector organizations (e.g.
Brown 2005; Beynon-Davies and Martin 2010; Weerakkody and Reddick 2013),
but the relationship between ICTs and network governance has been studied almost
exclusively by political scientists interested in the possibility to harness ICT
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network to facilitate citizens’ participation in decision-making (e.g. Snellen 2007;
Misuraca et al. 2011; Adesola 2012; for an exception see Brown et al. 1998).1

Inter-organizational ICT networks include the full range of telecommunications
networks, information technologies (IT) and electronic services (e-services) which
may be set up to facilitate coordination across organizations. ICTs are important
tools to support public sector governance since they facilitate learning by sharing
information and solutions among different levels of government and society. The
term “ICT networks” would seem to imply that their underlying logic is
network-type, i.e. that they are predominantly NTMs; yet, as the cases analysed in
this chapter show, the design and implementation of ICT networks can feature
hierarchical or market-type mechanisms as well.

9.3 Method

Following the approach to case study research proposed by Eisenhardt (1989),
Stake (2005) and Yin (2014), and more specifically by Stewart (Stewart 2012) with
reference to governance research, this chapter explores the role of
inter-organizational ICT networks in promoting local economic development by
analysing the results of a multiple case study concerning three targeted interven-
tions implemented by the FVG Regional Administration. Regions are the inter-
mediate tier of government in the Italian system of public administration: they are
not primarily responsible for direct service delivery, but rather for planning and
policy coordination. As noted by several studies, regional and municipal
decision-makers are closer to the sources of innovation than those at national level
(Kirchherr et al. 2014) and are therefore better placed to support economic devel-
opment. For historical reasons, five so-called “autonomous” regions in Italy enjoy
enhanced coordination powers, in particular in the field of local economic devel-
opment; out of them, FVG is the median region in terms of population size, and for
this reason it was selected as a suitable empirical locus for our analysis.

Since 2009, the FVG Regional Administration promoted the establishment of
inter-organizational ICT networks as a way to enhance the effectiveness of local
economic development. Our analysis focused on three interventions meant to
promote tourism, transportation and soil conservation respectively, i.e.,

1. An integrated portal for tourism promotion, doubling up as extranet for elec-
tronic data interchange (EDI);

2. An integrated tracking system for cargo moving across intermodal networks;

3. An integrated database of all public works designed to prevent floods and
landslides.

'A burgeoning stream of literature exists on “ICT for development,” but the focus of these studies
is on the potential for ICT to trigger macro-economic development in low-income countries
(Avgerou 2010); as such, they fall beyond the scope of this chapter.
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The interventions analysed in our fieldwork share by design important com-
monalities in size, scope and time frame, since they were all envisaged as part of the
FVG Regional Operational Programme of the European Regional Development
Fund for the 2007-2013 budgeting period (Programma Operativo Regionale del
Fondo Europeo di Sviluppo Regionale, or POR FESR 2007-2013): this is the
EU-cofinanced planning tool with which European regions are encouraged to
kick-start projects designed to support the development of their own economies.
EU-cofinanced interventions lend themselves well to comparative analysis, since
they have a beginning and an end date, and are designed, implemented and eval-
uated according to standardized procedures.

The bodies in charge for the programme funded the establishment of
inter-organizational ICT networks as a way to enhance regional competitiveness by
reducing the fragmentation of communication and information flows and enhancing
the accessibility and usability of regional structures. The interventions selected for
our study belong to two different strategic priorities of POR FESR 2007-2013: one
was funded in the framework of Axis 2, i.e. environmental sustainability, which
focused on caring for existing resources as well as avoiding adverse environmental
impacts; two more were funded in the framework of Axis 3, i.e. accessibility, which
pursued better integration of the regional economy by developing transportation
and information services. We selected purposefully interventions in different sectors
so as to be able to compare the impact on performance of inter-organizational ICT
networks established in areas of governmental interventions characterized by dif-
ferent governance challenges.

Data were gathered through a triangulation of documental analysis, direct obser-
vation and semi-structured interviews with key informants. ICT networks were not
studied in terms of their technical features, but rather focusing on their capacity of
enhancing inter-organizational coordination. Section 9.4 describes each case study
separately, then in Sect. 9.5 comparisons are drawn to better understand the role that
inter-organizational ICT networks can play in promoting system-wide performance.

9.4 Empirical Data and Analysis

9.4.1 “Regional Tourism Information System”:
An Integrated Portal for Tourism Promotion’

The large number and diversity of public and private stakeholders that characterize
the tourism sector in FVG as elsewhere, including regional promotion offices,
municipalities, consortia, private tourism agencies, accommodation facilities,

2«Sistema informativo turistico regionale FVG”; POR FESR 2007-2013, Asse 3, Attivita 3.2.b
“Sviluppo servizi informatici avanzati per il sistema turismo” (Development of advanced IT
services for the tourism system).
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restaurants, entertainment and cultural outfits, led to significant fragmentation of
information and communication flows, both towards incoming tourists as well as
within the sector. Fragmentation triggers conflicts and inefficiencies, which increase
costs and make it difficult to target promotional messages to the right market
segments, thus hindering the effective promotion of regional tourism.

The overall project objective was to help increase the number of tourists visiting
FVG by establishing a completely revamped web portal meant to serve as the
leading point of reference for both tourists and the hospitality industry. The aim was
to increase the quality and quantity of information available at once to incoming
tourists and all other stakeholders, while enabling an integrated monitoring of
information flows. On the one hand, the new portal with a single platform shared by
all stakeholders would allow for an interactive presentation of the entire offerings of
FVG to incoming tourists, as well as showcase the programmes of individual tourist
agencies and the deals of individual hospitality businesses. On the other hand, the
portal would facilitate information exchange among stakeholders and optimize
administrative processes such as statistical data collection on visitors and occu-
pancy rates, as well as price monitoring by regional authorities. It was expected that
this ICT system would allow for an integrated marketing of the entire regional
tourism sector, which in turn would enhance the attractiveness, and hence the
competitiveness, of hospitality businesses in FVG vis-a-vis both national and
international markets.

The main project partners were regional agencies and private companies
responsible for implementing the IT solutions:

e The Regional Service for Tourism Promotion, Internationalization and
Development within the Central Directorate for Production, Commerce,
Cooperation, Agriculture and Forestry, in charge for outlining the development
framework for the tourism sector;

e TurismoFVG, the then Regional Tourism Agency, in charge for overall project
coordination;

e [Insiel, the regional in-house IT provider, in charge for establishing the revamped
portal, with all annexes and integrations;

e Icon, a private firm which provided the content management system
(CMS) platform;

e Umana and Obiettivo Lavoro, two human resource agencies that selected the
external staff to be involved in the project.

TurismoFVG involved in consultations the representatives of all stakeholders, and
in particular Insiel, responsible for setting up the new portal. Insiel created and
implemented four distinct pieces of software:

e a revamped portal in Italian, English and German (http://www.turismofvg.it),
which allows each firm in the sector (tourist agency, hotel, camping site, etc.) to
create dedicated contents using a free-of-charge interface hosting a description
of the various features of their facility, a management system (CRM, ERP or
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similar) and a booking system; each entry can then be linked to the web sites of
municipalities, tourist consortia and the like;

e an intranet which connects all stakeholders of the regional tourism system, both
private and public, and which has become a repository for documents, a man-
agement tool for bookings and a support system for various administrative
procedures;

e a statistical system for collecting data on incoming tourists, available facilities,
etc. as well as monitoring prices (when the project was designed all accom-
modation facilities had to inform by law regional authorities of the prices they
charged for standard services such as single and double rooms during low,
middle or high season);

e aphoto gallery management system which could help all those businesses which
are not yet equipped with their own website or with such a feature.

Once the ICT system was ready, TurismoFVG organized several workshops for
hoteliers, hospitality managers, municipalities, tourism promotion consortia, travel
agencies and the like. Workshops were meant to provide tourism operators with the
knowledge and tools needed to develop and implement an effective Internet mar-
keting strategy using the regional portal: participants learnt how to use the online
booking system, share information on social networks and prepare customized
brochures to help tourists plan their stay using the resources available on the portal.
The indirect objective of the workshops was to share multi-channel marketing
solutions in line with TurismoFVG’s strategies.

The coordination tools used in this case study were therefore both management
(the initial consultation and design phase) and structural instruments (the actual ICT
systems). While the initial phase was both inclusive and dominated by regional
agencies, and as such a combination of HTMs and NTMs, the ICT platforms and
subsequent training sessions were a mixture of structural and management instru-
ments, all predominantly NTMs in nature. In the second phase, the only element of
hierarchical accountability was the obligation for hospitality businesses to inform
on a semi-annual basis the Regional Service for Tourism Promotion,
Internationalization and Development of their prices through the intranet within the
portal. However, even this requirement disappeared due to changes in the regional
legislation on tourism, as hospitality businesses are now required to inform
municipalities rather than regional authorities. On the other hand, the indirect
economic incentive in obtaining free access to a portal, an intranet, a booking and
data management system and a photo gallery can be interpreted as a structural
MTM. Table 9.1 summarizes the nature of coordination tools used in case study #1.

Table 9.1 Coordination
tools used in case study #1

Instruments Mechanisms
HTMs NTMs MTMs
Management Only initially Yes -

Structural Only initially Yes Yes (indirectly)
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It is too early to assess whether the project has reached all of its objectives, but
the regional tourism system surely increased its visibility, with the average daily
number of visits quadrupling from 2500 to 10,000 once the revamped regional
portal went live. This steep increase shows how the new ICT network follows a
market approach, since it meets the information needs of end customers, i.e.
tourists, and this should increase regional competitiveness. Moreover, the new
system guaranteed better coordination of the promotional strategies in the region
and a rationalization of administrative procedures, while allowing for flexibility and
customization by individual businesses. The main weakness of the project is pre-
cisely that very few private firms, compared to expectations, exploited the potential
of the new portal by creating dedicated contents. Even though the section related to
packages is up to date, an indication of how little the portal is used by businesses is
that the last question present in the forum was entered in November 2013. In this
case, the ICT solution did manage to decrease fragmentation, but not to overcome
silos mentality. Neither network mechanisms nor the indirect market incentive of
reduced costs (free access to the portal and increased visibility by linking one’s
entry to key sites) seem enough of an appeal for most businesses.

9.4.2 “Safe and Efficient Cargo”: An Integrated Tracking
System for Containers Moving Across Intermodal
Networks®

The ports and intermodal freight network infrastructure in FVG were modernized in
recent years, but their potential has been weakened by their poor integration. This is
due partly to the heterogeneity of the stakeholders involved and the high degree of
institutional hierarchy, but it is also a consequence of the limited application of IT
solutions. This entails little efficiency in entry and exit operations, with complex
procedures and long waiting times for loading and offloading. Several studies point
out that the competitiveness of Adriatic ports, including those in FVG, depends on
their ability to enhance intermodality through the integration of land and sea
transport, as well as pay attention to environmental concerns (EUNETMAR 2013).
The poor integration of the regional logistic centres was therefore identified as a
major hindrance to the attractiveness of FVG, as using its logistic facilities often
resulted in delays and additional costs for carriers. Besides efficiency, security was
also an issue: EU directives on the traceability of dangerous goods became much
more stringent following the terrorist attacks of 11 September, 2001, and the FVG
network did not always comply with the new regulations.

3«Safe and Efficient Cargo”; POR FESR 2007-2013, Asse 3, Attivita 3.1.b “Interventi immateriali
nell’ambito delle infrastrutture di trasporto” (Intangible interventions in the field of transportation
infrastructure).
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The overall project objective was, therefore, to help increase the volume of cargo
transported through FVG with a more competitive transport and logistic system,
thanks to a better integrated and streamlined system for monitoring the flow of
containers by sea and land through the digitalization of shipping documentation and
the tracking of vehicles carrying dangerous goods. Once fully operational, the
project was meant to monitor at least 80% of the goods in transit in the regional
cargo hubs for both security and traceability purposes.

The main project partners were:

e The Regional Mobility Service within the Central Directorate for Infrastructure,
Mobility, Planning and Public Works, in charge for outlining the development
framework for the logistic sector;

e Insiel, the regional in-house IT provider, in charge for overall project
coordination;

e Five regional cargo hubs (i.e. ports and freight centres), namely Trieste Port
Authority, Monfalcone Port Special Agency, the Alpe Adria freight exchange
centre in Cervignano del Friuli, SDAG Gorizia and the Fernetti Terminal in
Trieste, responsible for using identification and monitoring infrastructures upon
project completion.

The project envisaged a full-fledged feasibility study as its first step, with technical
workshops involving all relevant stakeholders. In the second phase, the new
monitoring systems had to be planned, installed and made operational; for this
purpose, terms of reference were prepared, proposals were received and evaluated,
and technical partners were selected. The operational part then focused on imple-
menting and testing the new system, which features four components:

e An IT system for the identification and management of goods and people
accessing regional cargo hubs; this entailed laying optical fibre cables and
installing detection systems with related access barriers;

e An IT system for monitoring dangerous goods; once the system is operational,
containers with dangerous cargo will be automatically identified and reported to
the management centres of the road operators in FVG, be they public (ANAS in
Padriciano) or private (Autovie Venete in Palmanova);

e A digital system for the dematerialization of documents accompanying goods in
transit;

e “Logistica FVG,” an integrated portal and control centre managed by the
Regional Mobility Service within the Central Directorate for Infrastructure,
Mobility, Planning and Public Works; the portal includes all statistical data
collected through the other IT systems in order to improve processes and
planning based on empirical evidence.

According to the classification developed by Bouckaert et al. (2010), this case study
used initially management tools and then more structural ones. The feasibility study
is an example of a management NTM, while the second operational phase is
structural but mainly hierarchical (HTM), both in the establishment of the ICT
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Table 9.2 Coordination Instruments Mechanisms

tools used in case study #2 HTMs NTMs MTMs
Management Yes Only initially -
Structural Yes - -

network and its management by freight centre authorities and the Regional Mobility
Service (Table 9.2).

The project is considered successful, notwithstanding some delays in imple-
mentation due to partners’ heterogeneity and organizational complexity, as well as
the fragmentation of decision-making responsibilities among cargo hubs, regional
authorities and the national government. The project enhanced the effectiveness of
past infrastructural investments: it is expected to result in the strengthening of
intermodal logistic services and of their promotion through an integrated portal.
This focus highlights awareness of the fact that carriers choose an infrastructure
over another not only in terms of its technical features, but also in terms of cost,
quality and effectiveness (The European House—Ambrosetti 2013). The improved
coordination of all stakeholders has also allowed for increased service customiza-
tion, and therefore client satisfaction, for example, by solving specific problems
though dedicated software solutions. Last but not least, the project tackled suc-
cessfully dead times and lengthy procedures: the reduction of entry, transit and exit
times helps avoid congestion and thus reduces both operators’ costs and environ-
mental impact. In this case, therefore, it seems fair to conclude that
inter-organizational ICT networks contributed favourably to effective local eco-
nomic development.

9.4.3 “Survey System for Soil Conservation”: An Integrated
Database of All Public Works Designed to Prevent
Floods and Landslides®

Since the 1990s, the Regional Service for the Management for Rural Areas and
Irrigation has established a registry for hydro-geologically instable areas and for
conservation and stabilization public works carried out over the years. Such registry
turned over the years into a database with about 35,000 entries; it was then merged with
the Sistema informativo geografico difesa del suolo (Geographic information system
for soil conservation), and it is now managed by the Regional Department for Civil

“<Sistema rilievi difesa del suolo - Aggiornamento del catasto delle opere di difesa del suolo con
nuove procedure e tecnologie di acquisizione dati (opere idraulico-forestali)”, i.e. “Survey system
for soil conservation - Updating of the register of the soil conservation works with new procedures
and data acquisition technologies (hydraulic-forestry works)”; POR FESR 2007-2013, Asse 2,
Attivita 2.1.c “Prevenzione e gestione dei rischi” (Risk prevention and management).



172 L. Brusati et al.

Protection, which has made it available to all the institutional stakeholders involved in
agricultural and rural planning, as well as in flood and landslide prevention.

The multiplicity of players involved in updating the database carries the risk of
data inconsistency, especially if information is not collected and recorded according
to the same criteria and procedures. The “Survey system for soil conservation”
project aimed at harmonizing both existing entries and any future data collected, to
ensure proper updating and thus the usability and reliability of the database,
especially vital in case they must be used during an emergency. The main project
partners were regional offices and agencies such as the Regional Service for the
Management for Rural Areas and Irrigation, the Forest Management and Wood
Production Service, the Forest Service and the Department for Civil Protection.
Municipalities are also involved, as the stakeholders often directly involved in the
design and maintenance of conservation and stabilization public works.

The project was completed in June 2014, following the implementation of four
components. The first component focused on the procurement of nine workstations
(“survey kits”) for proper data acquisition using latest technologies such as global
positioning system (GPS) receivers and laser rangefinders with customized software
for data collection and database synchronization. These survey instruments were
used for both updating the existing database and classifying new entries. The
second component allowed to apply radio frequency identification (RFID) tech-
nology to all conservation and stabilization public works included in the database:
such microchips have a RFID tag or a transponder that allows each one of them to
be uniquely recognized with a reader. For the third component, an unmanned aerial
vehicle (commonly known as drone) was purchased for surveying difficult access
areas or dangerous sites. The drone is controlled by two radios: the former has the
flight controls, while the latter controls the sensor, which according to the needs can
be a high-resolution camera, a video camera or an infrared camera, for example, for
monitoring wildfires. The fourth component addressed capacity building: once the
procedures for the procurement of all hardware and software components were
completed, training sessions were organized in order to endow not only surveyors,
but also inspectors and other operators with the knowledge and skills required to
use effectively the new equipment and the renewed database. The overall guiding
principle was to create an integrated, self-feeding regional information system,
using flexible and high-performance technologies with low operating costs. The
system is expected to facilitate the coordination of all institutional stakeholders
involved in soil conservation, and thus the prevention and management of natural
disasters such as floods, land erosion and landslides.

As far as the classification developed by Bouckaert et al. (2010) is concerned,
differently from the other two cases, the “Survey system for soil conservation”
project saw first the application of structural coordination mechanisms, and then of
management ones. The updated database is, once more, an example of a structural
NTM shared by all stakeholders. The new technologies and equipment were instead
purchased and introduced by regional agencies, using predominantly hierarchical
structural and management tools (HTM). On the other hand, the training sessions
open to all potential operators, not only surveyors, are an example of management
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Table 9.3 Coordination Instruments Mechanisms
1 i #
tools used in case study #3 HTMs NTMs MTMs
Management Yes Yes -
Structural Yes Yes -

NTM as they aim at enhancing coordination through common knowledge and
values (Table 9.3).

This case study demonstrates how the implementation of inter-organizational
ICT networks can contribute to outcome-based performance management by
improving governance and public services delivery. Not only the project has made
data acquisition more reliable, but also it has made surveyors’ work easier, safer and
less time-consuming. As an additional advantage, the same tools could be used for
other types of monitoring, such as those concerning crops and flora, wildlife,
environmental compliance, wildfires and other natural disasters. On the other hand,
though, many operators are experiencing difficulties with the new devices and
procedures: many already work extra hours and have little time to invest in training.
Moreover, the average surveyor’s age is rather high as a consequence of the hiring
freezes that hit periodically Italian public administration: resistance to drop
entrenched organizational practices makes it more complex, at least for some, to
learn and use regularly new procedures, especially when they involve new tech-
nologies. Once more, ICT networks offer the opportunity to reduce fragmentation in
a cost-effective manner, but can do little by themselves against inter-organizational
silos mentality.

9.5 Results and Discussion

The projects “Regional tourism information system,” “Safe and efficient cargo” and
“Survey system for soil conservation” are all examples of interventions designed to
promote local economic development through the improved coordination made
possible by inter-organizational ICT networks. The fragmentation of stakeholders
and competencies was impacting adversely the competitiveness of important sectors
for the FVG economy, such as tourism, logistics and soil conservation. These
targeted projects are interesting examples of how it is possible to pursue improved
coordination not only with top-down mechanisms, but also with bottom-up tools.
All three projects involved a certain degree of hierarchy, combined with a network
approach. Decision-making, planning and implementation tended to be entrusted by
central bodies, i.e. regional agencies, while consultation and training involved all
stakeholders. Little use was made of market-type mechanisms such as economic
incentives, which are likely to be preferred when a reallocation of resources is
among the goals pursued as a consequence of improved coordination. All projects,
however, were implemented with an explicit focus on the need to reduce the
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indirect costs stemming from poor system-level coordination, which is particularly
important to deal effectively with the increasing competition characterizing both
tourism and logistics.

Notwithstanding the commonalities among the projects, inter-organizational ICT
networks performed differently in the three cases. In case study #1, with a preva-
lence of structural instruments and network-type mechanisms and limited reliance
on hierarchy and market-type coordination, results were hindered by the limited
success in engaging private stakeholders in the tourism sectors. Incoming tourists
reacted positively to the new portal, but the new system did not attract the intended
beneficiaries, i.e. the hospitality industry. In case study #2, with a prevalence of
structural instruments and hierarchical coordination, the outcome seems to be more
favourable, albeit obtained with delay because of the different interests to be
accommodated; nevertheless, once the cargo tracking system is fully operational, it
will guarantee an improved monitoring of containers moving across intermodal
networks. Lastly, case study #3 presented a mixture of structural and management
instruments implemented through both hierarchical and network-type mechanisms.
The project was successful at updating the database and ensuring that new data can
be collected with the latest technologies; not all surveyors can or will use the new
data entry system, though, and this might hinder the quality, quantity and
cost-effectiveness of the information available in the future.

It is too early to assess the impact of these projects on the economic development
of FVG. Inter-organizational ICT networks, however, did contribute to an improved
performance in two ways: on the one hand they created a shared informational
background for system-level decision-making, while on the other they insulated
some activities from conflict and negotiations through default mechanisms. The
former outcome can be observed in all three examples; the latter was partially
relevant in case study #2 and case study #3, where the cargo tracking procedures
and the public works data collection system were decided and implemented in a
top-down fashion by regional agencies.

At the same time, a comparison of the three cases shows that “soft” tools relying
on a bottom-up logic, such as inter-organizational ICT networks, offer a facilitating
condition but do not in themselves help improve outcomes in the management of
wicked problems. They do help tackle some coordination issues, such as asym-
metric information, but they seem to be less effective on substantial fragmentation
and “silos mentality” issues in the absence of system-wide governance arrange-
ments already in place. In other words, this multiple case study suggests that the
introduction of inter-organizational ICT networks is not an alternative to the pursuit
of a system-wide framework for the governance of wicked problems. Indeed, in the
tourism sector, where this shared governance model is de facto absent, the new
integrated ICT network is largely underutilized by its intended beneficiaries. The
underlying driver of these adverse outcomes seems to be that the weakness of a
forward-looking management culture among small and medium enterprises in the
hospitality industry and a tradition of governmental subsidies lead to perceive
improved coordination as a negative sum game, with extra efforts unmatched by
demonstrated short-term benefits. On the other hand, in the soil conservation
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system, where the regional administration is clearly the “playmaker” and there is no
competition with other public sector institutions such as municipalities, an
inter-organizational ICT network allows to improve outcomes for all the stake-
holders involved. Lastly, the integrated tracking system for containers moving
across intermodal networks works relatively well, because it involves primarily
public sector institutions sharing a multi-level governance arrangement that private
firms in the logistics industry must comply with.

We can conclude that, on the one hand, coordination was improved in all the
three cases, and the new integrated ICT networks generate “big data” suitable to
improve system-level decision-making; this is expected to lead to cost reductions
and increased competitiveness, i.e. contribute positively to the overall performance
of FVG in terms of local economic development. On the other hand, our multiple
case study points out that silos mentality hinders the improvement of system-wide
performance, also when the attempt to coordinate multiple stakeholders is carried
out through inter-organizational ICT solutions.

Further research is certainly needed beyond this exploratory study, which was
meant to explore the link between inter-organizational ICT networks and
outcome-based performance management. It should look beyond the specific
context of one Italian region in its sampling of case studies, and take into con-
sideration other sectors and performance management tools that can help reduce
fragmentation and silos mentality (Flyvbjerg 2006; Tsang 2012; Elman et al. 2016).
A comparison of the three cases points out nevertheless that inter-organizational
ICT networks do little to address what is, or is perceived to be, a negative or a
zero-sum game, and help most when the logic underpinning inter-organizational
relationships is closest to hierarchy. Ultimately, the implication stemming from this
multiple case study is that inter-organizational ICT networks facilitate the man-
agement of multi-stakeholder relationships when coordination arrangements are
already in place, but cannot achieve the same outcome by themselves when there is
no shared governance model, and stakeholders’ interests are not aligned to begin
with. In other terms, our analysis suggests that, in order to improve performance, it
is not enough to invest only on facilitating conditions, such as inter-organizational
ICT networks, hoping that outcomes will materialize as a sort of spillover effect:
efforts must be focused on effective network governance patterns first.
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Chapter 10
Disappointing Outcomes: Can
Implementation Modeling Help?

L. David Wheat and Eugene Bardach

Abstract This paper addresses questions about modeling the implementation
requirements of a public policy proposal. Can modeling provide advance warning
of problematic implementation requirements inherent in the design of a policy idea?
Going further, can it suggest feasible redesign options to improve the chances for
desired outcomes? Our methodology, system dynamics, is more than just a simu-
lation tool; it also a method of scientific inquiry that fosters operational thinking
about how to improve the functioning of complex social systems. Our model is
motivated by a case often cited as the seminal work in the implementation literature:
Pressman and Wildavsky’s narrative of problems that undercut a US policy to
combat persistent unemployment among minorities in Oakland, California in the
late 1960s.

Keywords Implementation - Public policy - System dynamics

The classic case of big projects having little effect is the ‘Oakland’ fiasco famously
analyzed by Pressman and Wildavsky (1973). Their book launched the imple-
mentation research agenda for the public policy discipline, guided by the hypothesis
that ‘separation of policy design from implementation is fatal’ (Pressman and
Wildavsky 1973, xxiii). We previously used the Oakland case to illustrate the
benefits of interdisciplinary collaboration between scholars in the fields of public
policy and system dynamics, and this chapter builds on that earlier effort.!

"The first version, “Public Policy Implementation Modeling: The Case of EDA in Oakland,” was
presented at the International System Dynamics Society Conference in Boston in July 2015.
A substantially revised version was presented at the IJPA Symposium at the University of Palermo
in May 2016.
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Our approach is framed by two questions related to the implementation require-
ments of a public policy initiative. First, can modeling reveal those implementation
requirements and the potential for disappointing outcomes? And, can a series of
simulations under different assumptions about a policy suggest feasible redesign
options to improve the chances for desired outcomes?

In the first section, we discuss distinctive features of implementation problems in
the public realm and make the argument for a system dynamics (SD) approach to
some of those problems. The second section provides a brief overview of SD-based
qualitative implementation modeling, using a hypothetical policy issue to illustrate
the method. The third section is a more detailed examination of a quantitative
approach that utilizes SD simulation methods to explore economic development
projects involving government and private sector partnerships, and the Oakland
case provides our illustration. Finally, we conclude with take-away messages about
the value of both qualitative and quantitative implementation modeling, and suggest
ways that others might integrate their methods with the approach presented here.

10.1 Implementation and Policy Design

Implementation appeared in 1973, but the seamless web of policy design and
implementation was recognized long before the 1970s; e.g., Carl Friedrich observed
in 1940 that the ‘formation’ of public policy ‘is inseparable from its execution’
(cited in Wilcox 1978). For much of the twentieth century, however, the dominant
paradigm encouraged a research demarcation between the formulation of policy and
its implementation; the former involving politics and the latter involving ‘mere’
administration. See Wheat (2010) for a brief historical review of the paradigm shift
that occurred in the 1970s after the much-publicized implementation failures of
some Great Society programs.

Continuous policy resistance in the public arena accounts for some of the
observed gaps between public program outputs and their impact. The political
conflicts that have beset the adoption process do not disappear during the imple-
mentation process; in some cases, they may be aggravated. New conflicts may
appear, lured out of hiding by issues that come up during implementation but had
been suppressed or invisible previously. These conflicts, together with the problems
of turning a policy over to existing public-sector bureaucracies and perhaps to a
host of private-sector partners at the same time, guarantee a rocky implementation
process. The results, frequently, are delay, erosion of policy goals, cost overruns,
the intrusion of various interests seeking to capture economic rents, and a degra-
dation of whatever future operational capacity was envisioned.
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How might policy designers cope with the contingencies and probable setbacks
of the implementation process? First, they must take some responsibility for im-
plementation and avoid assuming it is someone else’s job.> They can do this by
anticipating implementation issues during the design process and crafting policies
that would be reasonably robust against the difficulties of implementation. This
means building in extra time for delays caused by busy or uncooperative bureau-
cracies, budget problems caused by overly optimistic financial planning, the sac-
rifice of certain goals to political and administrative compromises, and workarounds
that lead to building a program out of components (such as a certain proportion of
untrained or incompetent personnel) that are less well suited to the task than
originally assumed. In other words, at the design stage, it may be possible to
anticipate potential implementation obstacles and draft contingency plans for
midcourse adjustments. Hence, the capacity to confront, assess, and make those
tradeoffs might be built in advance.

Effective advance planning for such contingencies requires a systematic method.
Richard Elmore’s ‘backwards mapping’ approach can be useful: listing all the
elements one would need to be working together once an operational system has
been assembled, and then planning how to acquire them (Elmore 1979). One of us
(Bardach and Patashnik 2016) recommends postulating certain failures (e.g., huge
delays, complete program collapse, and bureaucratic resistance) and then writing,
from some vantage point in the future, scenarios about how they occurred.

Here, we suggest simulation modeling as a useful implementation planning tool.
We use the system dynamics (SD) approach because it is more than merely a
quantitative tool for generating internally consistent projections. It is a method of
scientific inquiry that helps develop an intuitive grasp of the functioning of complex
systems. Compared to less formal approaches, it can help planners anticipate both
intended and unintended effects of policy options. First, modeling insists on con-
fronting implementation details often overlooked by policy designers. Secondly,
many important details become visible only when the implementation of the policy
at hand intersects with other systems within the larger governance context, e.g.,
procurement rules that severely limit management options or cause delay, local
zoning ordinances that obstruct construction plans, and expenditure rules that
preclude advancing payments to contractors before work is performed. Formal
modeling forces designers to try to analyze what is admittedly a very uncertain field
of forces. Thirdly, when bureaucracies become involved, it is often hard to know
what will be happening within their sometimes opaque and unpredictable worlds.
Certain general outlines can be theorized, but a lot depends on the details of
personalities in government positions. Again, the modeling exercise insists on
making explicit guesses about the relevant bureaucratic behavior. Finally, sys-
tematic modeling makes various value dimensions more visible than they might

2A light illustration of responsibility avoidance is Will Rogers' facetious suggestion during World
War I that the best way to fight enemy submarines was to boil the Atlantic Ocean. When asked
how that might be done, he replied, “I’m a policy man. I let others worry about implementation”
(cited in Wheat 2010).
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otherwise be. At the design and adoption phase, one naturally thinks about costs
and effectiveness. But as one moves toward implementation, one has to think about
delays, goal erosion, and rent-seeking. Formal modeling does not guarantee that
unpleasant surprises can be avoided, but it enables policy designers to use a model
as a training ground—practice implementation, experience setbacks, and test
redesign strategies—in ways that might later prove useful to street level imple-
menters; e.g., see Wheat (2015).

Implementation analysis begins with a definition of the policy to be imple-
mented. At a minimum, the definition should include (1) the nature of the policy
mandate intended to accomplish something through the use of a government pro-
gram, (2) an agency that will take the lead in the activity, and (3) some resources
accessible to the agency. Typically, the lead agency will have to assemble program
elements from other agencies, both public and private, into an operating system—
the intended output of the system being, for example, a stream of subsidies or
compliant behaviors.” This assembly process has three main streams. One is
technical: the elements that need to be put in place to operate a program, such as
personnel, organization, office space, manuals, training, clients, hardware, and
procedures. Exactly what these elements are will depend on the particulars of the
program. The second stream is administrative: authority to hire personnel, to
expend budget dollars, to procure equipment, and so on. This stream supports
activities in the technical stream, though perhaps with some friction and delay,
because it proceeds somewhat independently, by its own logic and according to
government-wide rules designed in large measure to prevent waste, fraud, and
abuse. Thirdly, the political stream contains the support or approvals, in their great
variety of forms, needed or useful for legitimating a government activity even after
a general approval has been given for a policy or project. Given the US federal form
of government, this often means that federal agencies seek general cooperation or
acquiescence from their state and local counterparts (and constituencies they rep-
resent) and, in some cases, from private-sector partners.

10.2 Qualitative Implementation Modeling

The prospect of dealing with mathematical equations is not appealing to many who
are engaged in the policy design process. This can cause resistance to using formal
simulation models during that process. One way to lower that barrier is to begin
with models that are qualitative rather than quantitative. A diagram of an SD model
is a conceptual map that can be explored by policy designers without the cognitive
burden of mathematics. Such a diagram is a qualitative model of a social or eco-
nomic structure, including proposed structural changes, i.e., including policy
options. It can be used for preliminary feasibility testing of policy proposals by

3Bardach (1977) develops the concept of an implementation assembly process.
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encouraging analysts to envision policy outcomes—intended and unintended—and
question how a policy would work in practice. When problematic feasibility issues
are identified, planners can discuss ways to redesign the policy to improve the
feasibility and raise the chances for successful implementation. The result is a
revised conceptual model that reflects rejection or revision of initial options,
hopefully with justifiable expectations of a more feasible plan for addressing the
policy issues.

Qualitative feasibility testing begins by studying a diagram of a proposed policy
and raising questions about it. The intent is to brainstorm political, administrative,
and technical constraints that might impede the policy’s adoption or prevent a
policy from achieving its desired outcomes without negative side effects and then
suggest ways to redesign the policy to improve its feasibility. This has proven to be
an effective way to sensitize future policy designers trained in SD modeling.
Students at the University of Bergen use this method in a master’s level policy
design and implementation course, while learning how to build implementation
structure into their models and how to conduct feasibility analysis alongside
cost-benefit analysis (Wheat 2013). Figure 10.1 displays a diagram that will be used
to illustrate qualitative feasibility testing. The policy issue concerns regulation of
over-fishing in a coastal region, and the model is adapted from Morecroft (2007).

The small inset diagram in Fig. 10.1 shows the historical downward trend in the
fish stock, plus two alternative futures: continued decline or stability at a higher
level. Symbols in the diagram illustrate the three building blocks of SD models:
stocks, flows, and feedback loops. The boxes represent stocks (ships at sea and in
the harbor, plus the fish population). Flow icons are the ‘pipelines with valves’ that
control the rate at which material moves in and out of the stocks. Feedback effects
are illustrated by arrows that form closed circles of mutual causation.

In this example, the policy feedback loop would regulate the number of ships at
sea to achieve the desired fish stock. Government regulators would set a target for
the number of ships at sea, based on estimates of the fish stock and a comparison
with the desired stock. When the fish population is threatened by ‘too many’ ships
at sea, some would remain docked in the harbor. When the situation improves, ship
owners would be permitted to take more ships to sea.

After studying the model diagram, the policy design task is to identify political,
administrative, and technical feasibility issues that might occur if such a policy
were proposed or adopted. Below is a sample of the kinds of feasibility questions
that inevitably arise during implementation analysis of the qualitative policy model
displayed in Fig. 10.1.

Political Feasibility Issues

1. Does the public generally accept this kind of government regulation of business
activities?

2. Will ship owners obey the regulations? Will they interfere with enforcement?

3. Will the government pay for ships sitting in the harbor?
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Fig. 10.1 Qualitative policy model of fishing regulation (simplified adaptation from Morecroft
2007, p. 347)

4. What groups are likely to oppose this policy?

5. If idle ships mean idle fishermen, how does that affect the local economy? Will
there be pressure for government compensation?

6. What about the ships sailing under a foreign flag? What is the geographic
boundary for this policy? Will this policy conflict with existing treaties or trade
agreements?

Administrative and Technical Feasibility Issues

1. Which agencies are responsible for estimating (perceiving) ships at sea and the
harvest rate? How reliable are their estimates, and what kind of delays should be
expected?

2. Which agencies are responsible for estimating (perceiving) the fish stock? How
reliable are their estimates, and what kind of delays should be expected?

3. Who will decide desired fish stock? Will the decision be based on an accepted
scientific theory? Is there a ‘scientific consensus’ on the answer to this question?

4. Which agencies are responsible for deciding which ships remain in the harbor?
How are those decisions made?

5. Do the agencies have adequate resources (funds, personnel, technology, expe-
rience) to do their various tasks?

Brainstorming feasibility questions in the context of a specific policy design is a
sensitizing activity. It raises awareness of the potential for policy resistance during
both the adoption and implementation stages, and it emphasizes that ‘in a system,
you can’t do just one thing.” The designed output of the policy might be a precisely
worded set of regulations aimed at a single desired outcome. Yet, the exercise
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reveals the potential for multiple actual outcomes, some of which could lower
political support during the policy adoption stage or undermine achievement during
implementation.

Qualitative implementation modeling may be sufficient to enable planners to
redesign policy proposals in order to reduce chances for disappointing outcomes, or
to narrow the number of promising policy options to a feasible subset. For some
complex issues, however, simulation modeling can add value to the qualitative
approach by quantifying cause-and-effect relationships implicit in a policy idea and
projecting the likely behavior that would emerge over time. Moreover, the range of
policy outcomes may be particularly sensitive to uncertain assumptions in the
minds of policy designers, and simulation modeling enables testing the behavior of
a model under various assumptions.

In short, while both types of models can represent the structure of a policy, only
a quantitative simulation model permits analysis of the dynamic behavior that is
expected to arise from that structure. In the next section, we demonstrate how
quantitative modeling can aid the policy planner, and we use the Oakland case to
provide a real-world context for a stylized simulation model of policies aimed at
local economic development.

10.3 Quantitative Implementation Modeling

We approach the building of the simulation model from three directions. First, we
rely on available empirical evidence which, in this case, consists of a
well-documented case study of an implementation process to help ground our
model in at least one actual instance. This provides structural and behavioral
benchmarks against which to compare our model’s structure and behavior. Here,
our benchmarks are provided by Pressman and Wildavsky’s case study of a US
federal policy initiative to increase hiring of long-term unemployed persons in
Oakland, California, during the 1960s.* Secondly, we rely on our general theo-
retical understanding of governance and political processes. For example, we
assume that government agencies typically specialize by mission—turning out
grants to businesses, for instance, or guarding the integrity of procurement deci-
sions—and tend to emphasize the priority of that mission at the expense of other
values that, when balanced properly against the mission priorities, might deserve
higher weights than they receive. Finally, we conceptualize as stocks and flows the
variables suggested by our theoretical and empirical foundation, and define the
boundary of the model broadly enough to reveal an endogenous feedback structure
that accounts for the behavior of the model.

“The Pressman and Wildavsky book is the sole source of facts about the Oakland case, although
their case study has generated analyses too numerous to count (e.g., a Google search for “Pressman
and Wildavsky” yields 15,000 hits).
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10.3.1 The Oakland Story

Policy designers are habitual optimists. The world where the policy will be
implemented is, by nature, less hospitable to the designers’ wishes than they would
like to believe. Things cost more, take longer, and are more subject to being
hijacked by political interests who do not care much about the original policy
objectives but do care a lot about their own policy, institutional, and career interests.
With only occasional exceptions, therefore, the implementation phase of
policy-making is disappointing. And the story of EDA in Oakland is not one of
those exceptions.

The Oakland case is an old one.” Yet, it suits our purpose for two reasons. First,
it is well known for its illustration of implementation issues that are uniquely
problematic in the public sector, namely those requiring reconciliation of diverse
public and private interests and coordination of multiple bureaucratic programs and
procedures. Another reason is its special relevance to an outcomes shortfall: it was a
jobs-for-hardcore-unemployed project that cost more than $10 million but created
fewer than 100 jobs, far from the goal of 3000. Moreover, few if any of the jobs
went to the target population. Another $13 million was scheduled for spending, but
the plug was pulled on the Oakland project before the wasted effort could escalate
even higher.

The seeds of the project had been planted in 1965, when the US Congress
authorized and funded a government subsidy program for public works projects that
would support local economic development designed to encourage hiring long-term
unemployed persons, most of whom were racial minorities. The lead agency was
the Economic Development Administration (EDA) in the US Department of
Commerce, and EDA focused its resources on Oakland, California. A local public
agency, the Port of Oakland (the Port), would receive the federal government funds
and build an airplane maintenance hangar, which it would lease to World Airways
(World). In effect, EDA was contracting with World through a public-sector
intermediary. In return, World was expected to hire local unemployed persons for
the short-term construction jobs and for the more skilled long-term maintenance
jobs. The expectation was that EDA and World would jointly arrange for the
training of job seekers and new hires. The needed technical elements to be
assembled in Oakland were: (1) jobs, (2) qualified potential employees; (3) a way
for government to enforce hiring commitments by recipients of the funds; and
(4) training for a large fraction of the potential employees.

5As are the authors. One of us was literally present at the creation of the Oakland case study project
led by Pressman and Wildavsky at Berkeley, having been a professor of public policy at the
Goldman School of Public Policy since 1970. At that time, the other author was a student of public
policy at Harvard’s Kennedy School, thereafter serving on the White House staff. We have seen
our share of gaps between policy efforts and outcomes, not only in academic research but also
while in government staff positions and as consultants to governments.
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Despite the availability of EDA funds amounting to $23 million in 1966, signs
pointing to a disappointing outcome were evident early in the project, as various
delays ensued. During lengthy contract negotiations with EDA, World objected to
any provision that would permit EDA to reclaim funds contingent on post hoc
approval of World’s hiring successes; in the end, World would agree only to
including a plan for hiring in the initial contract. In 1968, the Port estimated a cost
overrun of nearly $5 million for the hangar project and asked the EDA to absorb it.
EDA tried to use the occasion to leverage its demands on World to further the
hiring and affirmative action goals, and continued to do so through early 1969,
when it finally turned down the Port’s request. Meanwhile construction did not go
forward. On at least one occasion, World apparently threatened to back out of the
project if the EDA put World at greater financial risk. Early in 1969, World told
EDA that it was withdrawing its hiring plan in favor of one that promised less
minority employment.

The worker training program never materialized. The program needed numerous
approvals: by World, by units within the US Department of Labor and the US
Department of Health, Education, and Welfare (HEW), by the California state
Department of Employment Development, and by EDA. Reviews and negotiations
went on for nearly 2 years, until HEW finally vetoed the plan in 1968 and World
ceased participation in plans for worker training.

The contracts for architectural plans for the hangar were not let until mid-1971,
nearly 6 years after the initial mandate, and fully 5 years after the EDA had made a
big public announcement that it had a project on track that would produce 3000
jobs in the Oakland labor market. In the end, the number of new jobs totaled only
2-3% of that goal, and only a small fraction of that total went to the target group:
long-term unemployment persons.

10.3.2 Behavior of the Model

The SD modeling process usually begins by studying a time series graph that
displays historical patterns of behavior that a model will be designed to explain.
However, despite several careful readings of Implementation, all we can say for
sure is that the $23 million of EDA funds were not fully distributed during the 6
years from 1966 to 1972, a period within which most observers expected the
investments to be made. Cumulative spending was closer to $10 million. And the
number of new jobs created was nowhere near 3000; in round numbers, it was
probably no more than 100, if that many. We want to compare these rough his-
torical estimates at the end of 1971 with the simulated results generated by our
model.

Comparing model behavior with even rough estimates of historical Oakland
‘data’ requires calibrating our generic model with numerical estimates or, in some
cases, guesstimates of Oakland-relevant parameters. Given what we know about the
Oakland case, we can safely assume that training capacity did not exist and that the
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total number of jobs actually created in the Oakland project was no more than 100.
Therefore, in the model, we set training capacity equal to zero and the initial value
of qualified long-term unemployed persons (those not needing to be trained) at 100.
Some of the other parameters in the model are not necessarily Oakland-specific,
although we attempted to base estimates on empirical economic data for Oakland
during the 1960s whenever possible.

The results are displayed in Fig. 10.2, which compares the simulation results
with our knowledge of cumulative spending and employment. The thin lines
indicate simulation results and the wide bars represent the data estimates for
cumulative EDA spending and employment.® We made no attempt to speculate
about the unknown historical pattern; thus, the bars show the best guess total at the
end of the project.

The top frame indicates that the simulated cumulative spending after 6 years is
similar to the ‘data’ we have (about $10 million). Likewise, the bottom frame shows
a simulation result that is consistent with the upper bound estimate of new jobs
(100) actually created by the Oakland project.

The simulation experiment described above, while pertinent to the circumstances
in Oakland, does not permit exploring the full range of behavior our model can
generate, primarily because we assumed zero training capacity. We will now
reverse that assumption and observe how strategic interaction between government
agencies and private-sector institutions can generate a range of plausible behaviors
when training capacity is optimal. The interaction in the model can be aggregated
and summarized as the degree of company cooperation with the government. In this
context, full cooperation includes a shared goal for total project employment and
the time period during which that goal should be achieved. That would mean, for
example, company acceptance of a target capital-labor ratio that would be lower
than the company’s normal target. In our model, that has implications for a com-
pany’s willingness to adopt the government’s 5-year employment goal and the
short-term employment targets; and the latter has immediate impacts on hiring. The
desired pace of company investment may also conflict with the government’s
deadlines. These sources of conflict do not necessarily have to be activated; they
can remain dormant and, if they do, we will call that ‘company cooperation’ with
the government. Conversely, a lack of alignment between the goals of the company
and the government constitutes lack of cooperation.

The company’s response to government sanctions is also indicative of the degree
of cooperation. If the company falls behind the government’s desired hiring rate and
pays a penalty in terms of slower cost reimbursement, cooperation means that the
company acknowledges its failure and the legitimacy of the penalty and does not

SIn the model, LTU Employed refers to long-term unemployed persons actually hired, and that is
the variable graphed in Fig. 2. However, we should emphasize that whatever the actual
employment total in Oakland, only a fraction of that number included the target population, and
this discrepancy is not specified in our model. In addition to assuming no training capacity, the
simulation results in Fig. 2 also assume weak cooperation between World and EDA, the inter-
pretation of which is explained in the text.
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Fig. 10.2 Model behavior and estimated Oakland data (historical pattern of data unknown)

retaliate in any way. In the model, retaliation by an uncooperative company takes
the form of slowing the hiring rate. Figure 10.3 displays the results of three sim-
ulation runs, each with different assumptions about company cooperation. Note that
the simulation continues beyond the 5-year government subsidy program; thus, this
should viewed as a generic test of model behavior that has nothing to do with the
details of the Oakland case even though the horizontal axis still refers to that time
period in history.

As before, LTU employed refers to total project employment. The Target LTU
employment refers to the company’s goal, which matches the government’s goal
only when there is full cooperation. The best-case scenario (top frame) requires
optimal training conditions (capacity to train 500 persons per year, at least 20%
enrollment potential each year, 100% training success, and no dropouts) plus full
company cooperation. That scenario generates employment that approaches the
government’s goal, but it takes more than a decade to do so, despite tacit company
acceptance of the government’s hiring schedule. Failure to keep pace with that
schedule results in government sanctions (delays in cost reimbursement), but the
full cooperation assumption assures no retaliation in this scenario and, eventually,
the government’s desired employment level is reached. With weak or nonexistent
company cooperation (middle and bottom frames), employment stabilizes below
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government’s goal even if there is optimal training capacity. Despite the quanti-
tative differences in Fig. 10.3, there is a similar qualitative behavior in all three
frames: goal-seeking patterns for both the target and actual employment levels.
Employment rises toward a rising employment target. Next, we examine the
structure of model, seeking the source of these persistent dynamic behavior
patterns.
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10.3.3 Structure of the Model

The full model consists of four sectors: hiring, training, spending, and reimbursing.
Before examining the detailed stock-flow-feedback structure in each of those sec-
tors, we present a high level view of the feedback structure responsible for the
goal-seeking behavior pattern displayed in Fig. 10.3. A simple set of feedback
loops ties together three sectors of the model: hiring, company spending, and
government reimbursement. The feedback loop diagram in Fig. 10.4 displays the
source of the goal-seeking dynamics in the model.

Feedback loops are distinguished by their positive or negative polarity. Positive
feedback loops have self-reinforcing effects. There is no normative connotation in
the ‘positive’ label; behavior that feeds on itself can cause growth or collapse and,
depending on one’s values, can be virtuous or vicious. To avoid a misunder-
standing, positive loops are often called reinforcing loops, denoted in feedback loop
diagrams by the letter R. In contrast, negative feedback loops have self-adjusting
effects. Their goal-seeking structure counteracts tendencies for a system to grow or
collapse. Sometimes called counteracting loops, they are denoted by the letter C.

The feedback loop diagram in Fig. 10.4 reveals two counteracting loops, C1 and
C2, that are responsible for the goal-seeking behavior in the full model, and a
reinforcing loop R1 that has the potential to weaken loop C1 and hinder its
goal-seeking tendency.

The hiring loop C1 functions in a way that closes any gap between target and
actual employment. The faster the hiring adjustment time, the quicker the gap is
closed. Previously, we discussed the potential for government to seek leverage over
the company’s hiring process by slowing the reimbursement process. When actual
employment fails to keep up with the government’s scheduled employment goal,
the reimbursement time increases. The company’s retaliation option is to slow the
hiring process even further. That is the essence of loop R1 when activated by
sanctions and retaliation; it can frustrate both the government and the company and,
in so doing, weaken the net hiring loop Cl1.

Target employment depends on the company’s stock of physical capital (in-
frastructure, equipment, tools, etc.) and the desired capital-labor ratio. If investment
exceeds depreciation (not shown), the company’s capital increases and the target for
employment increases proportionately. Growth in the capital stock is controlled by
loop C2, which closes any gap between actual and target capital. To the extent that
the company aligns its operating strategy with government’s policy goals, the
desired capital-labor ratio, the target for capital, and the pace of adjustment—and,
therefore, target employment—would reflect the government’s goals. Lack of
company cooperation would reduce alignment with government’s goals, lower the
target employment, and reduce the hiring rate in loop C1. These strategic interac-
tions between government and the company are exogenous in the current version of
our model. The degree of goal alignment can be varied by the user of the model and
the impact of different assumptions can be observed in the simulation results.
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Our hypothesis that loops C1 and C2 are responsible for the goal-seeking
behavior is supported by two simulation experiments with the full model.”
Figure 10.5 displays the model’s behavior when loops C1 and C2 were deactivated
or ‘cut’ during the simulation. In the left frame, cutting loop C2 stops investment
and the growth of the capital stock which, in turn, stops the growth in Target LTU
employment. In the frame on the right, cutting C1 stops the growth of LTU
Employed. The employment target is not part of that loop and continues to rise to its
own goal, unaffected by the deactivation of loop CI.

In the remainder of this section, we examine the details of the model’s
stock-and-flow structure and gain additional insight regarding the source of
dynamics in the model. Figures 10.6, 10.7, 10.8, and 10.9 display close-up views of
the four sectors in the model, and the full model is displayed in Fig. 10.10.
Although the ‘EDA in Oakland’ case motivated the model, we have adopted

For this test, a training program is activated so that the stock of qualified applicants is large
enough to accommodate the desired hiring rate.
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generic names such as ‘government’ for EDA and ‘company’ for the various private
interests, the largest of which was World Airways. We have also selected round
numbers for parameter values such as delay times and various coefficients in the
model affecting spending, training, etc. All parameter values can be modified by
users wanting to test the effects of different assumptions. The generic approach
facilitates adapting the model for other policy design research tasks, and using it as
a ‘method of inquiry’ tool for policy designers.

Figure 10.6 displays the stock-flow-feedback process that governs hiring in the
model. As long as target LTU employment exceeds LTU Employed, Qualified LTU
Applicants are being hired. When net hiring is negative, layoffs occur. The faster
the hiring adjustment time, the sooner actual employment rises to meet the target.
This is the same counteracting loop C1 displayed in Fig. 10.4. Here, however, the
stock-and-flow structure specifies how the process operates; what Richmond (1994)
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calls the ‘physics’ or ‘plumbing’ of the system. Significantly, it reveals the
real-world constraints on hiring. Hiring requires a stock of Qualified LTU
Applicants (initially zero) that depends on an inflow of applicants from the Initially
Qualified LTU (assumed to be 100) or those successfully completing their training.
As long as there are qualified applicants, loop C1 operates freely. Otherwise, the
dashed link signals the absence of qualified applicants and the indicated hiring rate
is zero, making loop C1 dormant.

Figure 10.7 displays the training sector of the model and reveals its connection
to the hiring sector, via the training flow. Although training never materialized in
Oakland, this sector is an essential component of any model of a job-creation policy
because it raises critical policy design questions. The annual training rate depends
on the number enrolled in a training program (initially zero), the time it takes to
train them, and the fraction successfully trained; i.e., those truly qualified and
available for employment. Those failing to be trained rejoin the ranks of the
unqualified LTU not enrolled in a training program (6000 initially, based on rough
estimates for Oakland in 1965). In addition, there are dropouts. The annual en-
rollment rate depends on the capacity of the training facilities and the percentage of
LTUs enrolling each year. In the Oakland story, training capacity in use is zero,
which prevents enrollment and training and (in Fig. 10.6) hiring. In other cases,
training capacity may exist but insufficient enrollment, high dropout rates, or
ineffective training may limit growth in the number of qualified applicants. Each of
these leverage points should be highlighted during the policy design stage to
activate contingency planning.

The spending sector is displayed in Fig. 10.8, along with its connections to the
(dimmed) hiring and reimbursement sectors. Company spending is the sum of
investment and wages, and the total drives reimbursement Claims. To jump-start the
process, company funding is needed, but government funding replenishes the
Project Funds stock as reimbursements are received. The dashed links to investment
and wages slow those outflows if funds run low, and no spending occurs if there are
no funds at all. Investment adds to Project Capital, in response to feedback loop C2
that gradually adjusts the current capital stock to its target value.

Both the capital target and adjustment time are influenced by strategic interaction
between the company and the government. With full cooperation from the com-
pany, the desired capital-labor ratio and therefore, target capital, will reflect the
government’s final target LTU employment. With company resistance, the target
will more likely resemble the company’s capital-labor ratio preference. Likewise,
the degree of company alignment with the government’s project deadline deter-
mines the time period over which the capital stock is adjusted (in the model, the
particular strategic reactions are exogenously controlled by the user, and the con-
trols are not shown in Fig. 10.8). For private companies, demand for labor is
usually derived demand; i.e., it depends on the demand for the goods and services
that labor can produce. Here, we simplify the labor demand structure by assuming
the company regularly adjusts its target for employment based on the level of
installed capital and the (exogenously determined) desired capital-labor ratio.
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The current target for LTU employment then influences hiring, and changes in LTU
Employed affect the payroll and the next round of spending.

The final part of the model to inspect is the reimbursing sector, displayed in
Fig. 10.9. This sector governs the reimbursement process after the company sub-
mits a project spending claim. This sector interacts with both the spending and the
hiring sectors (both partially displayed and dimmed). In the Oakland project, EDA
distributed funds only to reimburse company spending after the fact. One could
imagine other possibilities, but that is not an uncommon way that governments
distribute grants; thus, it is the procedure we assume here. We also assume the
government slows the reimbursement process during periods of negotiation when
the company fails to meet government’s annual hiring targets (estimated as a linear
trend from the beginning to the end of the project). As discussed previously,
feedback loop R1 implements the company’s retaliation when reimbursements are
late. The effect of the loop is to lengthen the hiring adjustment time, further slow the
employment of LTUs, and reinforce a vicious mutual effect on the government, the
company, and the long-term unemployed persons waiting to be hired.®

Figure 10.10 displays a simplified version of the full model, with several
parameters and one flow (company funding) deleted for clarity. Close scrutiny
reveals 16 feedback loops, 13 of which are counteracting, and only those could
account for the goal-seeking behavior generated by this model. The four denoted as
C* (with a dashed link in the loop) are dormant unless their relevant stocks
approach zero.” Six of the remaining counteracting loops have an implicit purpose
of draining their stocks to zero; none could be pushing employment up toward a
goal. For example, the training sector’s counteracting loops constrain hiring; the
cumulative net inflow to Qualified LTU Applicants represents the maximum
number that could be hired but that number does not drive the hiring rate. That
leaves only loops C1 and C2 as the source of goal-seeking dynamics, with loop R1
weakening the employment adjustment impact of loop C1, as confirmed by our
previous analysis (Figs. 10.4 and 10.5).

8The strength of loop R1, assuming it is activated, depends on assumptions about the reaction
functions influencing the government and the company. For example, we assume the government
increases the normal reimbursement time by 3% when LTU Employed is 10% below the gov-
ernment's target level (elasticity = —0.3). We assume the company slows the hiring adjustment to
match the slowdown in the reimbursement process (elasticity = 1.0).

°The reimbursement loop R** aggregates two loops—one stemming from wages and the other
from investment. However, R** never becomes a closed loop unless the C* loops are active, in
which case Projects Funds would be zero. If R** raised Project Funds above zero, that would
make the C* loops dormant and immediately deactivate R**. The Project Funds stock constrains
spending on investment and wages but it does not drive those outflows. Similarly, the potential
C** payroll loop has no effective feedback effect on LTU Employed because the loop is only
closed when Project Funds is at or near zero. We include R** and C** in our total feedback loop
count, but they could not be responsible for the model’s goal-seeking behavior.
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10.4 Conclusion

Qualitative modeling can sensitize policy designers to the technical, administrative,
and political feasibility issues that can impair policy initiatives with time-delayed
destructive elements. Quantitative simulation modeling can add value to qualitative
maps by revealing the dynamics of complex systems, and experimenting with a
simulation model provides vicarious experience in policy design and can hone the
skills of policy designers.

The questions raised by the qualitative fishing regulation example (Fig. 10.1)
illustrate how implementation difficulties can be predestined by the original policy
design. And, in the Oakland example, the diagrams in Figs. 10.6, 10.7, 10.8, 10.9
and 10.10 could be used to generate questions about make-or-break issues such as
the training program or to anticipate the likelihood and implications of divergent
company and government goals or the company’s reaction to government sanctions
and the likely impact of that vicious circle on the pace of employment.
A collaborative effort to sketch a causal model of how a policy is expected to work
is likely to generate critical questions about policy ideas. A policy design tool that
provokes this kind of thinking and communication promises to be useful to those
with responsibility for envisioning outcomes.

Quantitative simulation models encourage planners to view feasibility issues in
the context of activity streams that flow over time, interact in unexpected ways, and
generate outcomes that may not be intended. The Oakland model, for example,
demonstrates how millions of dollars could be spent before it becomes apparent that
no training program would materialize. Witnessing a stream of spending that does
not produce jobs could energize efforts to make sure that obstacles in the way of
training would receive early and continuous attention. Simulation experiments also
reveal (in Fig. 10.3) that a training program is a necessary but not sufficient
component of a jobs-creation project. Without company cooperation, the employ-
ment potential could be well below the government goal even with optimal training
capacity. Moreover, formal methods of quantitative model analysis can identify the
structural reasons for dynamic behavior (Figs. 10.4 and 10.5) and provide valuable
clues about how to redesign a process to achieve a better outcome. For example,
simulation results reveal how the company retaliation feedback effect (loop R1) can
undermine the hiring process (loop C1). If apparent during the policy design stage,
such results could foster debate about the potential for certain types of sanctions to
be counterproductive, and a model could enable tests of alternative ways to sanc-
tion. Even without further testing, the simulation results could raise the debate
about sanctions to a higher level of specificity about how they would work, the
reactions they might provoke, and the expected impact on outcomes. Simulation
results in our example also underscore the critical importance of alignment between
company and government goals regarding employment targets and desired levels
and timing of investment, and reveal the naiveté of simply assuming that subsidies
would result in company operations that followed government guidelines instead of
standard business guidelines and procedures.
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We encourage policy designers to look for synergy in the joint use of these
approaches with other good methods; for example, the failure scenario writing
exercise described in Bardach and Patashnik (2016). Designed to brainstorm ideas
for disaster avoidance or damage control, that exercise can assess the feasibility of a
policy option. When used in combination with qualitative feasibility testing, it
would encourage mental simulation of unintended consequences. In addition,
qualitative feasibility testing specifies implicit mechanisms in a policy, and that can
enrich the scenario writing process by spotlighting the specific resources that must
be assembled to facilitate implementation. The value is not in a model per se; the
value is in how the modeling process can shape the mental models of the partici-
pants in advance and thereby influence their strategic thinking, their contingency
planning, and their design of the content and transmission mechanism of a par-
ticular policy.

We acknowledge limits to implementation modeling. Modeling is no panacea for
policy failures in public institutional settings characterized by conflicting views and
shared powers. We do not think that everything about a policy that might be
modeled should be modeled. Certainly, not all implementation-relevant factors are
included in the model inspired by the Oakland story. Some of the limits are
deliberate. Like a highway map that omits local streets, the details of a simulation
model reflect its purpose, and a high-level model of a job-creation program will
permit later addition of contextual details. Other limits are problematic. For
instance, when considering how to model discrete as well as continuous patterns of
political conflict among officials who share powers within and across governmental
units, an argument can be made for an agent-based approach. Yet the more
aggregated system dynamics approach is better for mapping endogenous feedback
structure and encouraging operational thinking about how complex systems work
and how they could be modified to work better. In this example, a methodological
compromise may be justified and is certainly possible.'

We envision an accessible inventory of generic but insightful causal models that
can be adapted for practitioners in the policy design arena. Developing such models
requires closer collaboration than currently exists between the modeling disciplines
and the public policy research disciplines, something we have encouraged (Wheat
2010; Wheat and Bardach 2015). A desirable by-product of such collaboration
would be a new instrument in the research toolkit that policy analysts could use to
improve understanding of gaps between policy inputs, outputs, and outcomes."'

10For example, AnyLogic (anylogic.com) software supports both agent-based and system dynamics
modeling. Moreover, one of our colleagues at the University of Bergen, Pal Davidsen, is using
features of Stella Architect (iseesystems.com) to represent individual agents interacting within a
system dynamics model.

""The Oakland model is available for online simulation at https:/sims.iseesystems.com/david-
wheat/oakland/#pagel. Readers wishing to use Stella Architect to study model equations and
experiment with alternative formulations are encouraged to request a fully editable copy of the
model from the authors.


https://sims.iseesystems.com/david-wheat/oakland/%23page1
https://sims.iseesystems.com/david-wheat/oakland/%23page1
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Chapter 11

Evaluation of Innovation Performance

in the Public Sector: A Systematic Review
of Studies

Greta Nasi, Maria Cucciniello and Virginia Degara

Abstract Innovation promises to produce beneficial results for the most
part. Consequently, there has been a great deal of discussion in management lit-
erature by academics and practitioners in recent years as to the impacts of inno-
vation, on account of the extensive adoption of innovation in the public sector. The
debate is currently open on multiple levels: the return of investment after the
adoption of innovation, its contribution to the transformation of public sector
organizations, and its impacts on society. The purpose of this chapter, based on a
systematic review of literature, is to: discuss the status and trends in measuring
innovation impacts; present cases and experiences; and set the basis for drafting a
road map for moving forward in this field.

Keywords Literature review - Impacts - Innovation - Performance

11.1 Introduction

Although a large body of literature has focused on the adoption of innovation in the
public sector over the last 40 years, only a minor stream of research has investi-
gated the evaluation of innovation performance (Damanpour et al. 2009; Jaeger
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2005; Andrews et al. 2012; Ahn and Bretschneider 2011). However, given the
socio-economic contexts in which Public Sector Organizations (PSOs) operate,
demanding they deliver more with less resources, more and more attention is being
attributed to the need to monitor the impacts of innovation on performance
(Cucciniello and Nasi 2013; Walker et al. 2011; Kattel et al. 2013; Bloch 2010;
Dunleavy et al. 2009).

Although innovation has also been recognized as a main contributing factor to
the modernization of PSOs, measuring the impacts of innovation still represents an
open and critical challenge (Kim et al. 2005; Stefanou 2001).

The most recent debate as to the importance of evaluating the effects of inno-
vation came in the wake of President Obama’s requests for a smarter, more inno-
vative, and more accountable government for citizens. Like his two immediate
predecessors, President Obama has made government management a priority and
since taking office, his administration has stressed performance measurement and
evidence-based decision-making. However, as the recent history of the imple-
mentation of the Affordable Care Act notoriously demonstrated, adopting complex
innovation that affects an organization’s structure and culture, work processes,
behaviour, and communication channels, can be considered one of the most difficult
and challenging tasks to overcome in the public sector.

Multiple approaches to the evaluation of innovation have been discussed and
presented in literature. Most studies are based on more traditional efficiency and
effectiveness models, whereas others suggest expanding their focus and taking more
of the social and ideological effects pursued by public sector innovation into
account (Moore 1994, 1995). Some authors have also suggested the need to per-
form stakeholder analysis in order to depict the value of innovation for individuals
and understand how this determines and influences the overall impacts of inno-
vation adoption (Dawes et al. 2009).

In the private sector, a substantial body of empirical and theoretically informed
research has discussed return of investment measures, and indicators of key per-
formance and success. The main reason for evaluation is the need to monitor
profitability results, in turn providing an incentive for further innovation in order to
cut costs, improve market share and create new products and services. Public sector
innovation shares some parallel goals, such as improved efficiency, productivity
and adequacy of programs and services, but the value of innovation in the public
sector differs substantially from its value in the private sector and can be more
complex and more difficult to measure (Walker 2008).

The lack of focus on performance represents a real obstacle when trying to
answer the “so what” question that is frequently put to public managers.

The purpose of this work is to investigate the current status of scientific literature
dealing with the measurement of innovation performance in the public sector,
devoting particular attention to the evaluation methods applied. The former step is
crucial for identifying the difficulties and inconsistencies encountered by the
evaluation methods adopted so far. What’s more, identifying any current gaps in
literature may enable us to create the basis for a comprehensive evaluation method
that integrates existing ones.
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In this context, this work undertakes a systematic literature review and aims to:
(i) discuss the status and trends when measuring the impact of innovation;
(i) present cases and experiences; and (iii) set the basis for drafting a potential road
map in order to move ahead in this field.

Our chapter is structured as follows: Sect. 11.2 presents the framework adopted
in the study; Sect. 11.3 presents the method used for the literature review and
discusses the characteristics of the records resulting from our systematic literature
review; Sect. 11.4 analyzes and comments the results emerging from the records
and their evaluation methodologies, before suggesting a multidimensional frame-
work for evaluating innovation. Sections 11.5 and 11.6 illustrate and discuss the
critical points that emerged as a result of our analysis, and Sect. 11.7 suggests
insights as to how to interpret the evaluation of innovation and so move forward.

11.2 Theory

Several studies (such as Van de Ven et al. 2008) found that an innovation process or
a set of innovation activities (Damanpour and Schneider 2009) do not resemble a
simple linear model. This linear model is very often dominant in more normative
and prescriptive innovation models (Bason 2010). However, it has been seen that
innovation processes are a rather messy and complex progress of events, pointing in
all directions and making use of all sorts of feedback from different stakeholders
(Fagerberg 2005) leading to the use of more sophisticated ideas. However, some
patterns of similarity in the progress of these events can be observed (Van de Ven
et al. 2008, pp. 23-24; also see Rogers 2003; Osborne and Brown 2005;
Damanpour and Schneider 2009). According to several studies (Lapsley and
Llewellyn 1998), there are many powerful stakeholder groups within health care
organizations and each of these can influence the ultimate success or failure of an
overall innovation process.

One way to achieve a broader overview of the innovation process could be to
look at the innovation life cycle as presented in literature (Mulgan and Albury 2003;
Greenhalgh et al. 2004).

This model could build on existing initiatives and extend the overview of
innovations to include the main stages of an innovation life cycle (Fig. 11.1).

The first stage of this model focuses on the “need to innovate”. For Mulgan and
Albury (2003), this means “generating possibilities” or ways to stimulate and
support ideas for innovation. Rogers (2003) expresses it as the “knowledge phase”
in which the innovation agent becomes aware of the possibility of innovation and
the “persuasion phase” when the agent becomes progressively interested in the
innovation. In general, the need to innovate emphasizes the importance of gener-
ating possibilities. It represents the starting point for innovation: there is an idea that
a need is not being met, coupled with an idea of how it could be met. Mapping how
this stage occurs might offer policy insights and help stimulate innovation and
management actions to enhance innovation in practice. The idea that scientific
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Fig. 11.1 The innovation life
cycle

Evaluation phase

knowledge plays a dominant role in this gestation period should be put into per-
spective. Other sources of innovation seem to be more important, like the needs of
customers (Von Hippel 2006).

In this model, the decision to innovate represents a second step. According to
several studies (Mulgan and Albury 2003), this phase involves taking a promising
idea and putting it into practice on a small scale. Understanding how this phase
occurs could be useful for policy makers so that they can activate sources of
innovation that meet the needs of public service organizations, the expectations of
the context, and are compatible with the environment in which they are introduced.
It can also contribute to management decisions on key performance areas, allowing
them to monitor, enable, enact, and evaluate risks. The people-side of innovations
should not be forgotten: most tend to be involved on a part-time basis have high
turnover rates and experience euphoria in the beginning, frustration and pain in the
middle, and closure at the end of the innovation process.

The implementation phase is when the innovation is adopted and introduced.
This includes “replicating and scaling up”, referring to ways to promote the rapid
and effective expansion of an innovation in a public service organization. The
implementation of an innovation occurs throughout the developmental period by
linking and integrating the “new” with the “old” or by reinventing the innovation to
fit the local situation (Rogers 2003). However, the role of the implementers of the
innovation is often forgotten, even if implementers can use their discretion to adapt
the innovation to specific circumstances during this process (Tummers et al. 2012).

The last phase of the innovation life cycle is the evaluation phase, consisting of
analysis and learning from the innovation process. It requires a formal evaluation
process to be established in order to identify what works and what does not, and so
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promote continuous learning and improvement. It consists of the assessment of
results in terms of output and outcomes. However, it goes a step further by inte-
grating the innovation into the ongoing routine, and promoting it to others (Rogers
2003).

These phases strike a balance between a microassessment and macroassessment
of innovation initiatives.

The evaluation phase can take place ex-ante (before deciding to innovate and
implement the innovation), during the innovation life cycle, and ex-post. Ex-ante
evaluation is aimed at investigating the potential and expected effects of innovation
in the short, medium, and long term, thus defining a plan for its implementation
(allocation of resources, responsibilities, and definition of activities). Evaluation
during the innovation life cycle is aimed at monitoring the implementation of the
innovation and at detecting whether the expected effects are being met or not.
Finally, the purpose of ex-post evaluation is to define the effects obtained and foster
the adoption of the innovation in case of positive results, promoting it as a best
practice (Nasi 2013).

As is suggested in the following sections of this chapter, over the past four
decades the public sector has also started looking into evaluating innovation per-
formance, and a culture for measuring the impacts of innovation has started to
develop. In particular, the evaluation culture in the public sector seems to be linked
to the willingness to enhance transparency, learning, apprising, and proving
accountability (Kattel et al. 2013). As Osborne and Gaebler (1992) say: “what gets
measured, gets done”.

It is important to point out that although the public sector shares some parallel
goals with the private sector (efficiency, productivity, and user satisfaction) and has
therefore imported several performance instruments from the latter (such as ROI
and other financial measures), the effects of an innovation in a PSO are more
difficult to measure than those produced in a private business.

The main targets of operations in the private sector can be summed up with the
concepts of profitability, market share, customer loyalty, and the economic nature
of the business. Consequently, the private sector’s achievements can be measured
by means of economic and financial measures (such as cost-benefit analysis, ROI,
Net Present Value, Discounted Cash Flow, and Internal rate of Return).

On the other hand, the goals of the public sector are much more far-reaching: the
public sector is concerned with protecting public interests, satisfying the various
stakeholders, regaining confidence, and the value of public services. As a result, the
targets of the public sector cannot be measured using economic and financial
measures alone: they also require the use of non-financial and noneconomic
indicators.
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11.3 Research Methodology

11.3.1 Systematic Review of Literature

Once the purpose of the research and the framework of interest have been defined,
the methodology adopted requires explanation. In order to answer the research
question, a review of existing literature was completed by conducting a systematic
review of literature.

Systematic literature review has been defined as “a replicable, scientific and
transparent process... that aims to minimize bias through exhaustive literature
searches of published and unpublished studies and by providing an audit trail of
the reviewer’s decisions, procedure and conclusions” (Transfield et al. 2003).

Clear eligibility criteria must be established prior to embarking upon such a
process.

11.3.1.1 Eligibility Criteria

Eligibility criteria for the study characteristics were determined for our systematic
review in order to select the correct portion of existing literature. According to
Liberati et al. (2009), such criteria can be listed as follows:

e Study design: empirical (e.g. case studies, experiments, and questionnaires) and
theoretical studies;

e Year of publication: studies published between 1970 and 2013, since the first
relevant literature on innovation performance was written in the 1970s or later;
Language: only records written in English;

Publication status: only international peer-reviewed journal articles.

e Type of studies—records should deal with innovation performance in the public
sector, focusing in particular on the analysis of its effects and the measurement
strategy adopted.

e Topic—records should contain these words in their entire text:

— innovat*”
AND

— “performance™” OR “evaluation*” OR “impact” OR “effect” OR “output”
OR “result” OR “return on investment” OR “assessment” OR “outcome”

11.3.1.2 Search Strategy and Process

The systematic review was conducted on thirteen internationally preeminent jour-
nals, covering three macroareas: public management, managerial studies, and
electronic government studies:
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FIELD OF STUDY | JOURNAL

Public administration and Journal of Public Administration Research and Theory

management | - - -
| Public Administration

 Public Administration Review
| Public Management Review
The American Review of Public Administration

International Public Management Journal

Electronic government ' Government Information Quarterly
|Electronic Journal of e-Government
International Journal of Electronic Government Research

'Social Science Computer Review
HICCS Proceedings (1995 - 2013)

Management studies Journal of Management
|Journal of Management Studies

Fig. 11.2 Journals included in the systematic review

e Public administration journals (Journal of Public Administration Research and
Theory, Public Administration Review, Public Administration, Public
Management Review, American Review of Public Administration, International
Public Management Journal);

e E-government journals (Government Information Quarterly, HICSS
Proceedings, International Journal of E-Government Research, Electronic
Journal of E-Government, Social Science Computer Review);

e Management journals (Journal of Management Studies, Journal of Management)
(Fig. 11.2).

11.3.1.3 Study Selection

First, we applied the above-mentioned process to journals on Public Management
and Management Studies. The resulting records were 263.

We then applied the same methods to Electronic Government Journals and found
114 records.

Summing up, the systematic literature review revealed 377 (263 + 114) records.

As far as our exclusion criteria are concerned, we decided that certain records
were not pertinent after reading the articles themselves: we excluded articles that
failed to fit the definitions of our streams of research and articles on the private
sector.

After applying the above-mentioned exclusion criteria, we were able to ascertain
that:
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13 Journals

Journal of Public Administration Research and Theory
Public Administration

Public Administration Review

Public Management Review

The American Review of Public Administration
International Public Management Journal
Government Information Quarterly

Electronic Journal of e-Government
Intermational Journal of Electronic Government
Research

Social Scence Computer Review

HICCS Proceedings (1995 - 2013)

Journal of Management

Journal of Management Studies

G. Nasi et al.

Applicable filters:

innovat®” AND

*performance*” OR “evaluation™*
OR “impact” OR “effect” OR
*output” OR "“result” OR “return on
investment * OR = ment” OR
Toutcome”

)

Research Tradition

* (Sodal) Innovation;
* ICT-driven innovation (in the

(332 Papers |

Records

public sector);
» E-Government;
* Inncvation in PSO
= Management Innovation in PSO

Fig. 11.3 The study selection process

[25 Sources in final report ] excluded

e 78 records dealt with the private sector (Chang et al. 2013; Ciabuschi et al.

2011)

e 274 records did not deal with innovation performance:

— 71 were related to the determinants of innovation (Walker 2008, 2013);

— 203 were not relevant (e.g. innovation referred to the innovativeness of the
research; innovation was not the main topic; the record names “Innovation
Awards” in the text; the record deals with innovation awards...) (Fig. 11.3).

As a result, 25 records were found to be relevant to the topic of innovation per-

formance in the public sector. These included:

e 20 in public management and managerial studies journals;

e 5 in e-government journals.

11.4 Findings

11.4.1 Study Characteristics

This section describes the characteristics of the 25 records found in our systematic

literature review.
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114.1.1 Journals

As mentioned above, the records included after our systematic review (25) are
articles published in different peer-reviewed international journals focusing on
public administration and management, electronic government, and management
studies. The number of records included for each journal as a result of this process
is illustrated below (Fig. 11.4).

11.4.1.2 Period of Publication

It is worth noting that the time of publication of the 25 records suggests increasing
scientific interest in evaluating innovation performance in the public sector:

2 records were published in the period 1970-990;

2 records were published in the period 1991-2000;
10 records were published in the period 2001-2010;
11 records were published in the period 2011-2013.

The fact that most interest in innovation performance was noted in public man-
agement journals (17 total studies in the period of time we considered, with an
increasing number of studies over time) is indicative of the paramount necessity of
PSOs to monitor the effect of innovation. As mentioned earlier, assessing

FIELD OF STUDY JOURNAL NUMBER OF RECORDS
INCLUDED

Public administration and Journal of Public Administration 3
Research and Theory

management Public Administration 4

(17 records included) Public Administration Review 2
Public Management Review 4
The American Review of Public 3
Administration
International Public Management 1
Journal

Electronic government Government Information Quarterly 2

(5 records included) Electronic Journal of e-Government 0
International Journal of Electronic 1
Government Research
Social Science Computer Review 2
HICCS Proceedings 0
(1995 - 2013)

Management studies Journal of Management g,

{3 records r‘nc.fuded) Journal of Management Studies 2

TOTAL NUMBER OF RECORDS INCLUDED 25

Fig. 11.4 Field of study and records included in the analysis
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innovation adoption is a core phase in the innovation’s life cycle (Tidd and Bessant
2011) especially in times of crisis: it enables the impacts of innovation to be
measured in terms of economic and financial returns as well as non-monetary
factors (key performance indicators of PSOs, such as the enhancement of working
conditions and better quality of life for the patient).

11.4.1.3 Geographical Contexts

It has been seen that not all countries have developed a culture for measuring the
impacts of innovation adoption (Bouckaert 2012) and so it would be useful to
analyze the geographical distribution of the studies focusing on this issue, in order
to investigate which countries are developing a culture that is more prone to
evaluating the adoption of innovation in PSOs than others.

All the records resulting from the literature review were carried out in developed
countries. In particular, Europe (UK, Denmark, Finland, Spain, Italy, and Germany)
with 10 records; North America (USA) has 4 records; South America (Brazil) with
1 record; Central America (Mexico) with 1 record; Middle East (Israel) with 2
records; and Asia (South Korea, Hong Kong) with 2 records.

We found that the geographical distribution of the studies focusing on innova-
tion evaluation is consistent with the need averted to measure the impacts of
innovation in the different countries. In fact, greater attempts to measure and
evaluate innovation were seen in South Korea with its Government Innovation
Index (GGI), in Northern European countries with the project for Measuring Public
Innovation in Nordic Countries (MEPIN), in the UK with the institutionalization of
the National Endowment for Science Technology and Arts (NESTA) and the work
undertaken by the National Audit Office (NAO) (Fig. 11.5).

12
10

10

8

6

4
4
2 2
2 1 1
0 —1 =
Europe Central South North Middle East Asia
America America America

Fig. 11.5 Geographical distribution of studies
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11.4.1.4 Research Methods

Additional relevant information emerged after observing the methodology used in
these articles, with the most relevant facts summarized below:

e Most of the articles are empirical (16; 64%) (Andrews et al.2011; Damanpour
et al. 2009), whereas a smaller proportion is theoretical (6; 24%) (Dewett and
Jones 2001) and the remainder combines both typologies (3; 12%) (Vashdi et al.
2013) (Fig. 11.6).

e As regards the empirical studies, the majority (15; 79%) is quantitative (Walker
et al. 2011; Damanpour et al. 1989), with only 3 (16%) qualitative works (Ahn
and Bretschneider 2011). Only 1 study (5%) is based both on qualitative and on
quantitative data (Cucciniello and Nasi 2013) (Fig. 11.7).

This information can be considered insightful with respect to the main research
trends in this field: the net prevalence of empirical studies indicates the need averted
to quantify the impacts of innovation in its different applications. However, as we
will see later in the chapter, these analyses are unstructured, case-specific, and lack
external validity. It follows that there is need for a common evaluation method
structured in a multidimensional framework. Such an evaluation method would
allow for comparisons between the impacts of innovation and so would lead to
greater external validity of results.

Moreover, the majority of quantitative works rely on surveys (16; 84%) and
some match survey data with census data or other existing datasets (Walker et al.
2010). It is also interesting that 2 studies are based on content analysis (Cheung
2005; Pope et al. 2006).

Finally, we noted that the majority of empirical studies in our literature review
were conducted according to a panel or cross-sectional research design (Walker
et al. 2011; Andrews et al. 2012; Damanpour et al.,1989). As Sillanpdi (2013)
pointed out, the measurement of innovation seems to lack measures capable of
capturing the long-term effects and impacts of innovation. This difficulty is intrinsic
to panel designs with few years of observation, and in cross-sectional design where
many observations are captured for different subjects over the course of a single
year.

6
I :
Empirical study Theoretical study Both

Fig. 11.6 Type of study
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Fig. 11.7 Nature of the
empirical studies
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11.4.2 Categories of Innovation Considered

The following types of innovation are analyzed in the 25 records:

e Management innovation (12)

— Managerial innovation (7)
— Organizational innovation (2)
— Administrative innovation (3)

Service/product innovation (2)

Innovation in general (e.g. innovative culture) (4)

Policy innovation (1)

Technological innovation (8) and e-government (3) (Fig. 11.8)

The total number of the types of innovation is not 25 because more than one type of
innovation is considered in some records. Damanpour et al. (2009), for example,
use the variable of “total innovation” which reflects the cumulative adoption of
service innovation, technological innovation, and administrative innovation.

Fig. 11.8 Types of
innovation

Policy innovation
[ 3%
Innovation in
general _\
13%

Management
~ Innovation
40%

Technological

Innovation .
& E-Government — Service/Product

Innovation
37%
’ 7%
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However, most studies deal with single innovations and not aggregate measures
of innovation (Norris 1989; Cheung 2005; Cucciniello and Nasi 2005). Our anal-
ysis of the 25 records revealed that the evaluation of single types of innovation is
often conducted using an unstructured and case-specific method, i.e. the authors
have not developed a flexible measurement framework that could be applied easily
to the same type of innovation in a different context.

11.4.3 Negative and Positive Effects

Before classifying the records in terms of output and outcome, it is interesting to
note that 84% (21 records) of the records register positive aggregate effects of
innovation, whereas the remaining 16% (4 records) found negative impacts of the
innovation, although these negative effects could be attributed to the characteristics
of the method used for measurement. Andrews et al. (2012), for example, found that
innovative strategic stances result in overspending (because of the commitment to
the development of new services). A potential disclaimer in this case could be
related to the brief period of time considered, which may not be sufficient to allow
for any positive effects of innovation to be measured. Norris (1989) noted another
example of a negative effect, finding that local government employees using
microcomputers reported stress and frustration at the beginning, but they also
reported that their productivity increased once they had become proficient users of
the PC.

There are several studies identifying positive effects. Yang and Kassert (2010),
for example, found that managing by results, operationalized by way of perceived
performance orientation and innovative culture, is positively related to job satis-
faction, but the relationship is moderated by the confidence of employees in their
leaders and their perceptions of the effectiveness and fairness of performance
appraisal. Vigoda et al. (2008) found that public sector innovation (entrepreneurial
actions, creativity, flexibility, and willingness to adopt new ideas) has an impact on
the confidence and satisfaction with public administration and that this effect is both
direct and mediated by the image of public organizations (Fig. 11.9).

Fig. 11.9 Negative vs. negative
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11.4.4 Outputs and Qutcomes

It may be useful to define the terms “outcome” and “output” in order to indicate
how the initial classification of the results for the 25 records may be carried out.

Most discussions of performance measurement are based on an implicit model of
the production process, in which inputs are used to create outputs. Outputs result in
outcomes, which have also been described as the consequences, results, effects, or
impacts of service provision. According to Boyne and Law (2005), outcomes can
be conceptualized in a number of ways. First, they can be divided into those that
measure intermediate or final outcomes. Final outcomes are the ultimate conse-
quences of the outputs produced by public organizations and refer to the
achievement of the purposes of public organizations (such as better health care or
fewer crimes) and focus on the recipients of a service rather than the characteristics
of the service itself. Intermediate outcomes are the result of service provision (for
example, the number of people who stop smoking or the number of offenders
appearing in court) and represent a step on the path to a final outcome (Hatry 2001).

According to the above definition of outcomes and outputs, we found that the
majority (13; 56%) of our studies deals with the analysis of outputs. Andrews et al.
(2012) analyze the effect of innovation on overspending in local governments; Lee
and Perry (2002) examine whether investments in information technology lead to
an increase in aggregate performance measured as the gross state product. A quarter
of the studies (5 records; 22%) focus on outcomes, such as Jaeger (2005) who
investigated the effects of e-Government on democratic dialogue. Finally, an
identical proportion of studies (5; 22%) deal with both outcomes and outputs:
Moynihan (2003) examines how innovative participation technologies in local
administrations reduce administrative costs and raise instrumental benefits, rein-
vigorating public hearing (Fig. 11.10).

Fig. 11.10 Outputs vs. Outcome
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11.4.5 Dimensions of Performance

11.4.5.1 Innovation Performance Dimensions and Indicators
in the Public Sector

As stated in the introduction, even though the private and the public sectors share
some parallel goals, the targets of the public sector cannot be measured using
economic and financial measures alone: they also require the use of non-financial
and noneconomic indicators. This fundamental difference is because the private
sector is mainly concerned with issues related to profitability, whereas the public
sector cares about protecting public interests, satisfying its different stakeholders,
recovering confidence, and enhancing the value of public services.

There are three studies in the records we selected in our literature review that
suggest adopting non-financial and noneconomic indicators adapted from the pri-
vate sector: Germbergen and Amenlickx (2002) with the Balanced Score Card,
Walker et al. (2002) with the Literature-based Innovation Output Indicator (LBIOI),
and Millar and Hall (2013) with the Social Return on Investment (SROI).

The Balanced Scorecard (Kaplan and Norton 1996) was conceived as a simple
performance measurement framework and is a full strategic planning and man-
agement system today. It classifies the strategic goals of organizations according to
four main dimensions: financial/stewardship (financial performance), customer/
stakeholder (satisfaction), organizational capacity (knowledge and innovation), and
internal business processes (efficiency). On the other hand, the SROI method is
designed to understand, manage, and report the social, environmental, and eco-
nomic value created by an organization (New Economics Foundation 2004). This
method has been employed primarily in the UK, where policy makers have
encouraged its adoption in social enterprises, especially in the Department of
Health. Finally, the LBIOI originated in the work of Edwards and Gordon (1984),
and Kleiknecht (1993). LBIOs were originally generated by sampling new product
announcement sections belonging to the technical and trade sectors; they have only
recently been applied to the public sector to track reported innovations over time in
order to explore their adoption, their diffusion rate, and their impacts.

The latter three mentioned records and Cucciniello and Nasi (2013) are the only
studies in our literature review that propose a theoretical framework to evaluate
innovation performance. The other records display unstructured and case-specific
evaluation methodologies. An example of an unstructured and case-specific char-
acteristic is found in Cheung (2005): in this study, the author examines the capacity
of performance pledges in Hong Kong in informing and empowering customers of
public services with respect to access, choice, information, and representation,
applying the five-principle framework for public sector consumerism. However, the
application of this framework does not lead to an extensive examination of the
effects of performance pledges: it focuses only on the consumerist aspect and only
considers one of the several dimensions of impacts linked to performance pledges.
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In general, the records considered do not propose a theoretical evaluation
method and the resulting application of the method on the innovation of interest:
they analyze the effects of an innovation already applied (only ex-post evaluations
are carried out) with respect to the dimensions the authors prefer to investigate
(efficiency, or effectiveness, or public value). There is no study that carries out an
examination including all of these dimensions and so the methods proposed cannot
be generalized or applied to other innovations, even if they are the same type.

A disclaimer in favour of the innovation evaluation methodologies adopted in
the records is that none of them, other than the four mentioned above, aims to
propose a general evaluation framework or externally valid results. Apparently, all
the literature in the journals of interest aims to assess ex-post evaluations of specific
innovations that take place in specific internal and external environments.

11.5 Some Considerations on the Results of Our
Systematic Literature Review

The problems of innovation evaluation in the public sector that emerged in our
literature review can be summed up as follows:

First, the concept of innovation itself seems to be abused in literature: any
seemingly significant change in public service delivery, in the culture of the PSO, or
in the organizational setup, is considered to be an innovation. It is important to
point this out because this conceptual incoherence could make it impossible to
evaluate the impacts of innovation. For example, some records focus on the con-
cepts of innovative culture and innovativeness (Vigoda-Gadot and Meiri 2008), but
these notions of innovation appear too far reaching for any results characterized by
external validity to be deduced.

Second, measuring performance in the public sector is clearly a complex process
and brings many difficulties with it. The dimension of efficiency, and of effec-
tiveness to a lesser extent, (they will be extensively analyzed in the following
sections) seems to be preferable options when measuring innovation performance,
as they enable “easily” quantifiable measures to be obtained that can promote the
subsequent adoption of innovation within the PSO. However, as stated above, the
public sector should not employ indicators that are only limited to the dimension of
efficiency, but indicators capable of assessing the degree of satisfaction of the
interests of all the stakeholders involved. For instance, Lee and Perry (2002)
considered the effect of investments in ITC with respect to the efficiency dimension
alone by looking at their impacts in terms of productivity.

Third, the evaluation methods employed in the records under scrutiny are
developed based on case-specific, unstructured frameworks and so they cannot be
applied to other contexts. This undermines the external validity of the results and
threatens the possibility to generalize them and develop policy directives or
guidelines.
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Fourth, the measurement of innovation performance is often conceived as static:
the majority of the studies considered adopt cross-sectional or panel frameworks
with a limited number of years of observations, or the period of time between the
adoption of innovation and the measurement of its impacts is too short, or no
long-term view is taken into consideration. Some studies point out the necessity to
consider an appropriate period of time in order to estimate the effects of innovation
on performance in the public sector correctly (Sillanpdd 2013; Damanpour et al.
2009; Wischnevsky and Damanpour 2006). The underlying intuition is that the
potential performance benefits of organizational transformation may not materialize
immediately, which may be due to the outlay and disruption associated with the
implementation of innovation. In particular, Damanpour and Evan (1984) found
that the degree of organizational lag is inversely related to organizational perfor-
mance, and other studies therefore employed periods of time ranging from one year
(Damanpour et al. 2009) to seven years (Damanpour 1990) in order to assess the
impacts of innovation. Finally, in some cases the success of the innovation can only
be ascertained in terms of long-term effectiveness, which can usually only be
assessed through qualitative measurements.

By way of conclusion, the problem of defining indicators in the public sector is
not only technical; it is also conceptual, as stated by Van de Walle (2008).

The lack of a structured methodology could be due to the limited diffusion of
evaluation frameworks capable of benchmarking innovative practices and mea-
suring their opportunity costs. Williams (2001) pointed out that evidence portrayed
in the form of impacts delivered after the adoption of an innovation remains
methodologically limited.

Of all the records we investigated, only the work by Cucciniello and Nasi (2013)
presented a comprehensive and structured method of evaluation. The authors
constructed a multidimensional evaluation framework that can support the assess-
ment of improvements in organizational performance in a flexible and user-friendly
manner: in order to assess the impacts of Electronic Medical Records (EMRs), they
considered four main dimensions of impact: efficiency, organizational effectiveness,
clinical governance, and quality of supporting services. Each dimension was then
divided into fifteen impact categories and a total of forty-one indicators. These
dimensions and their corresponding measures enabled the evaluation of the effects
of EMRs on the performance of the health care organization by considering them
disjointedly, since they affect different spheres of the health care organization, its
community, and the local territory.

A former antecedent of this methodological framework is represented by the
eGovernment Economics Project (eGEP), which was built around three value dri-
vers: efficiency, democracy, and effectiveness, and was designed to produce a
multidimensional assessment of the public value potentially generated by
eGovernment.

By way of conclusion, previous research has proven the need for a compre-
hensive method for measurement that allows for the evaluation of quality-related
effects through non-financial/noneconomic indicators and also for the assessment of
long-term effects. In relation to the former issue, the latter two models (Cucciniello
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and Nasi 2013) may represent a significant model for setting the road map for
evaluating innovation performance. However, more scientific research is required
as regards the time period to be considered when evaluating the impacts of inno-
vation, and it would be interesting to understand the period that needs to be con-
sidered when evaluating different types of innovation (i.e. administrative,
technological, and managerial).

11.6 Discussion

Currently available literature on innovation in the public sector seems to suggest the
following interconnected trends:

e Evidence collected from literature as to the effects of innovation is scant and no
quantitative analysis, such as meta-analysis, helps to assess which type of
innovation has a significant impact on which dimension of performance (effi-
ciency, effectiveness, return on investment, public value) at macrolevel.

e The ambiguousness of evidence is linked to the lack of structured theoretical
methods capable of assessing and measuring the impacts of innovation from
different perspectives (such as strategic value, public value, or economic/
financial value). As a result, the measurement techniques that are adopted are
not comparable and rely on single measures of performance, threatening the
external validity of results.

e The main barriers to the measurement and evaluation of innovation are repre-
sented by the following factors: first, there is a lack of a solid evaluation culture
and many government evaluation frameworks have spread during the last
decade, such as South Korea’s “Government Innovation Index (GII)” project,
the “Measuring Public Innovation in Nordic Countries (MEPIN)” project;
NESTA’s “Public Sector Innovation Index” project in the United Kingdom; the
OECD’s “National Experts for Science and Technology Indicators” (NESTI);
the European Commission’s “European Public Sector Innovation Scoreboard”
(EPSIS) project, and the Australian Public Sector Innovation Index project
(ASII), and so it seems that the initiative has not been assimilated in a mature
way in the academic field. Second, there is lack of a commonly recognized
definition of costs and benefits. Third, the studies considered do not specify who
is the target of the evaluation, even though defining the target of the evaluation
is crucial if we are to identify the proper methods of evaluation in terms of the
dimensions, variables and measures to consider. Moreover, since public sector
activity aims to be accountable to several categories of stakeholder (such as the
general public, politicians, businesses, and NGOs), identifying the target of
interest would be useful for setting the purpose of the evaluation.
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11.7 Setting the Way Forward

To conclude our analysis, we would like to stress the relevance of measuring and
evaluating innovation in today’s context.

The positive contributions made by innovation in the public sector are widely
recognized in both the academic and non—academic worlds, as demonstrated by the
appearance of the word “innovation” in every politician’s agenda. In particular, the
main benefits attributed to innovation have been summarized by the following
contributions: the delivery of “better services” (Osborne and Brown 2005);
improved quality of life of individuals and territories; enhanced government per-
formance enhanced competitiveness (Thenint 2010; Setnikar Cankar et al. 2013);
and maintenance and enhancement of “trustworthy relationships” with constituents
(Mulgan and Albury 2003).

Innovation may enhance organizational performance and may improve com-
petitiveness and the quality of life of territories and individuals.

As aresult, further studies would be useful in order to address several key issues:

e There seems to be overuse in the labelling of any seemingly relevant change in a
PSO, in public service delivery, or organizational setup as an innovation.

e Measuring performance in the public sector is a complex and complicated
matter and there seems to be a lack of a general and comprehensive framework,
allowing for external validity of results.

e The period of time considered for detecting the effects of innovation is not
always appropriate (short run perspective).

Further studies using experimental approaches, based on comparisons involving
different countries, may help us to address these issues and develop a culture that
recognizes the evaluation of innovation as a prerequisite for managing innovation in
the public sector.

The term “innovation life cycle” should be linked to evaluation as a continuous
process that helps us decide whether to continue to innovate, how to intervene in
order to get the expected results in a more efficient and effective way, how to meet
stakeholder expectations, as well as helping to continuously improve the evaluation
process.
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Chapter 12

Measuring the Impact of Training

on Public Manager Performance: The
Case of Canton Ticino (An Ex-Post
Analysis)

Andrea Martone, Filippo Sciaroni and Alan Righetti

Abstract The importance of training as a determiner of a company’s performance
is widely acknowledged: the “Canton Ticino” (Switzerland) has to demonstrate that
the organisational decisions (such as whether or not to maintain a training pro-
gramme) are based on a strategic learning process. The aim of this chapter is to
illustrate the evaluation process of a training programme conducted for a group of
Swiss public managers. In order to measure the impact of the training, the first three
(Reaction, Learning, Behaviour) of the four levels identified in Kirkpatrick’s model
(1994) were measured, using an ex-post analysis. In particular, the chapter is
focused on the changes at behavioural level.
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12.1 Introduction

In 2011, the Ticino Public Administration decided to launch a major training
programme with the aim of preparing its cantonal management (staff classified as
Public Manager—Funzionario-Dirigente'-FD) to confront the new challenges that
the Ticino public sector will have to face in the coming years.

In effect, the socio-economic framework in which the cantonal administration
authority will operate appears rather complex due to the crisis in the Swiss
banking-financial system that has set two completely new challenges for all the
public administrative authorities:

e Financial crises (the Ticino Administrations’ fiscal revenues have decreased
significantly, resulting in a balance sheet deficit that the administrative author-
ities were immediately called upon to respond to by cutting costs and increasing
tax rates);

e Rethinking of the cantonal economy, which can no longer count on the tradi-
tional employment drivers (banks, trust companies and financial consultancies);
therefore, in order to ensure future generations the same level of wellbeing as
that enjoyed by previous ones, a new development model has to be envisaged
for the region.

In this context, the role of the Canton changes. Instead of being an efficient manager
of public assets, it has to become a promoter of socio-economic change; a sphere
where, in addition to political management, also technical management should play
a different role that is more active and more entrepreneurial. As a consequence, a
training programme entitled “Condurre e dirigere” (Lead and Manage) was laun-
ched for all FDs (271 people), consisting of 20 classroom-based lessons that were
spread over a 3 year period.

To define the content and the structure of the training programme, the admin-
istration utilised a specialist internal office, the USM (Ufficio per lo Sviluppo
Manageriale®—Office for Managerial Development), and collaborated with the
local University of Applied Science (SUPSI).

The design model of the training programme was that of co-design, which
envisages extensive involvement of the trainees (FDs) not only in the

"Article 24 of the LORD (Legge sull’ordinamento degli impiegati dello Stato e dei docenti del
Canton Ticino—Law on the regulations of State employees and teachers of Canton Ticino) (1995)
describes the role of Public Manager as follows: Public Managers organise, direct, coordinate and
check the work of their collaborators.

They contribute to the promotion and implementation of all the measures aimed at improving
the efficiency and the quality of the performance of their service, ensuring that the service operates
correctly.
2USM is the current name of the office specialised in management training. It was originally called
CEFOS (CEntro FOrmazione e Sviluppo—Centre for Training and Development) and this former
name is used in some documents cited in this chapter.
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information-gathering phase, but also during the design phase of the training and,
subsequently, when verifying the results.

Moving on from this, in order to locate the training programme within the
institutional framework of Ticino (which is not very well known outside the
Cantons) a brief description of the Cantonal Administration is now given, followed
by an analysis of the co-design process that was adopted to define the programme.

12.1.1 Cantonal Administration Authorities

“The Cantons are sovereign, except to the extent that their sovereignty is limited by
the Federal Constitution. They exercise all rights that are not vested in the
Confederation” (Art. 3 of the Federal Constitution 1999). Each canton has a
constitution, a parliament, a government and autonomous legislating bodies; all
areas of competence not specifically allocated to the Swiss Confederation are
exercised by the Cantons, based on the principle of subsidiarity (Art. 5, Cost, 1999).

“Canton Ticino is a democratic republic of Italian culture and language”
(Article 1 of the Constitution of the Republic and Canton of Ticino, 1997), part of
the Swiss Confederation; the Ticinese people are “faithful to the historic task to
interpret Italian culture within the Helvetic Confederation” (Preamble of the
Constitution of the Republic and Canton of Ticino, 1997).

The Gran Consiglio (Parliament) is the legislative authority of Canton Ticino
and consists of 90 members elected by the people every 4 years by a proportional
system. “The main activity of the Parliament is to legislate: as notified by one of its
Commissions, the Gran Consiglio adopts, modifies or rejects the draft laws and
legislative decrees submitted to it by the Consiglio di Stato — CdS (Council of
State), put forward by the people, the Municipalities or the members of parliament”
(Canton Ticino website 2016a).

The executive power lies with the “Consiglio di Stato, the governmental and
executive authority of the Canton and consists of five members directly elected by
the people [...] every four years, at the same time as the election of the Gran
Consiglio” (Canton Ticino website 2016b).

The Consiglio di Stato directs cantonal matters in a collegial manner, organising
and performing its activities through five departments (Department of the
Institutions; Department of Healthcare and Social Affairs; Department of
Education, Culture and Sport; Department of the Territory; Department of Finance
and the Economy), and other subordinate offices (see Fig. 12.1). Each member of
the Consiglio di Stato is the Head of a Department, decided upon at the beginning
of each legislature.

The President and the Vice President, who have representational roles, are
appointed in rotation and remain in office for 1 year.

Figure 12.1 shows the organisational structure (first-level bodies) of the
Cantonal Administration.
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Council of State
(Consiglio di Stato)

Cantonal Finance Control
Chancellor Office
(Cancelliere) (Controllo Cantonale delle

Finanze)
[ I I 1
Department of Finance and Department of Healthcare Department of Education.
Department of the P A A P d 2 3
E the Economy and Social Affairs Culture and Sport Department of the

Territory
(Dipartimento del Territorio)|

Institutions

(Dipartimento delle Finanzee (Dipartimento della Sanitae (Dipartimento dell’Educazione
(Dipartimento delle Istituzioni)|

dell’Economia) della Socialita) della Cultura e dello Sport)

Fig. 12.1 Structure of the Cantonal Administration. Source: drawn up by the authors

The State Chancellor, who “broadly speaking, carries out general staff functions
in the fields of planning, organisation, preparation, coordination and checking”,
“attends Consiglio di Stato meetings with an advisory vote”, and “coordinates the
work between the Executive and Legislative areas” (Canton Ticino website 2016c¢).
In short, it may be said that s/he is the guarantor of the administrative propriety of
State proceedings.

The Cantonal Finance Control Office is “the financial control body of Canton
Ticino. It checks the State accounts and balance sheet annually, and ensures that
the Cantonal Administration services are audited in adherence to the Law on the
financial control and management of the State (LGF)” (Canton Ticino website
2016d).

With regard to the training programme, the courses were divided into three
areas:

e CEFOS (previously named USM) courses: these are listed courses on various
topics, unrelated to each other, which are offered to cantonal employees who
enrol on a voluntary basis (after having received authorisation from their direct
managers);

e Training projects and ad hoc courses, corresponding to tailor-made training
programmes, which are organised only once, or perhaps in a few editions aimed
at meeting specific training requirements that are expressed by specific organ-
isational units.

e Compulsory training courses for public managers—the subject of the present
chapter.

The data in Fig. 12.2 require some explanation: the number of participants (84 in
2013, 239 in 2014 and 361 in 2015) refer to the participants in the various courses;
therefore, if a specific FD participated in more than one courses (as happens reg-
ularly every year), s/he was counted twice.

Figure 12.3 shows the official data that, in the 3-year period examined, the
courses for FDs were short in duration (1.4 days on average), with an average
attendance of 10.5 FDs per class (in line with the Cantonal targets).



12 Measuring the Impact of Training on Public Manager Performance ... 229

Course days|
2012 2013 2014 2015 2012 2013 2014 2015 2012 2013 2014 2015

CEFOS courses 18 27 25 25 283 355 367 288 310 415 320 2.0
Training projects and ad hoc courses 17 7 7 12 175 71 207 210 14.0 4.0 30.5 325
Compulsory training programs for public managers 0 8 19 30 0 84 239 361 00 16.0 310 50.0

Total 35 2 51 67 458 510 813 859 a5 615 935 1055

Courses] Participants,

Fig. 12.2 Training courses. Source: Consiglio di Stato (2015)

Fig. 12.3 Course 2013 2014 2015  Average
participants and no. of lesson Courses 8 19 39
days. Source: Consiglio di Participants 84 239 361 10.4

Stato (2015) Lesson days 16 31 50 1.5

12.1.2 Shared Design Process

A 3-phase procedure was followed in order to analyse the training needs and
co-design the training programme for FDs:

1. Exploration: 83 short interviews (of 30 min) were conducted “in the field”, in
order to understand the main work-related problems and the expectations related
to the Cantonal Administration FD training programme;

2. In-depth analysis: completed by means of 40 long interviews (of 2 h), where the
issues and problems that had emerged in phase one were re-discussed and
analysed with the interviewees;

3. Design: based on the previous two phases, a training programme was drawn up,
and subsequently submitted for the assessment of 5 focus groups, one for each
department. A “technical focus group” was subsequently set up, composed of
Human Resource (Sezione Risorse Umane—SRU) staff members. The new FD
training programme was mapped out at the end of this phase.

The training programme resulting from this “shared design” process was structured
into 13 courses that confronted issues related to the development of new managerial
skills. When the Canton approved the courses, it also deliberated (RG 635 of
21/11/2012) that there would be an assessment of the impact made by the courses
on the managerial skills of its managers in order to identify, based on Kirkpatrick’s
model (1994)°, three training impact measurement levels*:

*Many authors refer to the training assessment: Training Validation System (TVS) by Fitz-Enz
(1994); Input, Process, Output/ Outcome (IPO) by Bushnell (1990); Context, Input, Process,
Product (CIPP) by Worthen and Sanders (1987); the five level evaluation model of Kaufman et al.
(1995); the Context, Inputs, Reactions and Outcomes (CIRO) Approach of Warr et al. (1970).
Holton (1998) focuses on the transfer process; Tannenbaum et al. (1991) on training effectiveness;
Matthieu et al. (1993) on training outcomes. Finally, Noe (1986), Olsen (1998), Winfred and
Winston (2003) and Van Buren and Erskine (2002) confirm the Kirkpatrick taxonomy
effectiveness.

“Kirkpatrick’s 4th level has been excluded since it is extremely complex to record.
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e Participant satisfaction;
e Content learning;
e Change in manager behaviour.

This model has been criticised by many authors (Alliger and Janak 1989; Alliger
et al. 1997; Cannon-Bowers et al. 1995; Ford and Kraiger 1995; Salas and
Cannon-Bowers 2001; ...). The criticism focused on three problematic assumptions:
“(1) The levels are arranged in ascending order of information provided, (2) The
levels are causally linked, and (3) The levels are positively inter-correlated” (Alliger
and Janak 1989, p. 331). Nevertheless, the model was adopted by the Canton.
The aim of the present chapter was to illustrate the evaluation process of a
training programme conducted for a group of Swiss PA managers and its impact,
with particular reference to the third level (behaviour) of Kirkpatrick’s model.

12.2 Fundamental Theories and Reference Literature

The literature underlying the training programme may be traced back mainly to the
authors who have previously discussed the topic of skills (Rullani 2004; Nonaka
and Takeuchi 1995; Prahalad and Hamel 1990; Boyatzis 1982; Polanyi 1962). The
programme was created precisely in order to develop the managerial skills of the
FDs.

More specifically, four critical skills were identified:

Tendency to public entrepreneurship;

Tendency to efficiency (organisation and utilisation of managerial tools);
Human resource management skills;

Communication skills.

These are not the product of any technical assessment made by the administration or
by the university, on the contrary they stem from suggestions made by the FDs in
the course of the co-design process. The skills emerging from this shared design
process were subsequently systematised within the reference literature, as will now
be explained.

12.2.1 Public Entrepreneurship Orientation

The orientation of entrepreneurship may be defined as “an individual’s ability to
turn ideas into action. It includes creativity, innovation and risk-taking, as well as
the ability to plan and manage projects in order to achieve objectives. [...] This
should include awareness of ethical values and promote good governance.”
(European Union 2006, p. 17).



12 Measuring the Impact of Training on Public Manager Performance ... 231

The European Union considers entrepreneurship as one of the eight “key
competences” in Europe (European Union 2006, p. 13).

In the training programme, the concept of public entrepreneurship was divided
into two components:

e Creation of public value, understood as the ability of the public manager to
interpret the role of value creator for the reference territory. As cultural refer-
ences, there was taken into consideration the theory of public value (Moore
1995; Meynhardt 2009) and the concept of strategic management of services
(Norman 1992; Rebora and Meneguzzo 1990);

e Knowledge of public law, based on the study of current legislation and of the
cantonal and federal body of laws.

12.2.2 Organisational Efficiency Orientation

The concept of organisational efficiency refers to the quantity of human resources
used in order to achieve an organisational objective, where effectiveness is the
extent to which the organisation achieves a stated objective (Daft 2015; Ansoff and
Brandenburg 1971 et al.). For the Canton, efficiency was understood as a FD’s
tendency of to optimise organisational structures and processes, and to make careful
use of financial and technological resources. In terms of skills, this concept was
divided into two components:

e Knowledge of managerial techniques: particularly organisation design, project
management, budgeting, knowledge management, etc.

e Knowledge of specific work instruments, such as: techniques for time man-
agement, decision making, speed reading, mediation, etc., all of which are tools
that the Canton planned to disseminate to its FDs in order to facilitate man-
agement processes.

The principal cultural references were: the concept of added value for the organi-
sation (Bisio 2002; Amietta and Amietta 1996; Quaglino 1979), setting priorities
(Morgenstern 2004), organisational re-engineering (Hammer and Champy 1993;
Lawler and Ledford 1993; Perrone 1990), knowledge management (Senge 1990)
and the skills approach (Boyatzis 1982; McClelland 1973; Spencer and Spencer
1993; Camuffo 1997).

12.2.3 Human Resource Management Competencies

The ability to manage human resources refers to the aptitude/ability (innate or
acquired) to manage cantonal employees.
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In the training programme, this was divided into two components:

e Knowledge of the human resource management operating systems (Costa 1990;
Solari 2004; Mabey and Salaman 1995; Noe et al. 2006), and knowledge of the
Cantonal Administration internal regulations;

e Leadership, understood as the ability of the public manager to influence her/his
collaborators. The main cultural references for this aspect are found in situa-
tional leadership theory (Hersey and Blanchard 1977), contingency theory
(Fiedler 1967) and transformational leadership theory (Burns 1978 and Bass
1985).

12.2.4 Communication Skills

Communication skills refer to the aptitude/ability (innate or acquired) to convey
concepts, information and emotions both inside and outside the organisation.

In the training programme, the concept of communication skills was divided into
two components:

e Internal communication: understood as the ability to manage relationships in the
workplace by means of appropriate communication and meta-communication
methods (Bateson 1972; Brandler et al. 1982)

e External communication: relations with the media and communication with the
“general public”. This part of the training programme was very practical (with
little reference to ideas and concepts found in the literature) and was conducted
at the RSI (the national Ticino television and radio station).

The aim of the training impact assessment system was to understand if, in these four
areas, there was an improvement in managerial performance.

12.3 Research Questions

The present chapter is a case study of a training impact assessment model that was
formulated specially for a public administration context.
The specific questions asked were:

“Did the FDs achieve the training target-competencies?”’
“Did the FDs managerial behaviour match the expected managerial model?”

It should be noted that the chapter refers to an initial test that included only one
questionnaire (ex-post), using a limited number of FDs (17). Therefore, in view of
this statistical population, the responses processed had a relatively reduced level of
reliability.
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There were two reasons for conducting this test:

e To obtain an initial feed-back on the courses;
e To test the assessment tools that are planned to be used when the training
programme is fully operational.

It was envisaged that the assessment system be applied extensively, with an ex-ante
and ex-post analyses of the data. A full understanding of the limits and potential of
the training programme would be possible only after these analyses had been
completed.

12.3.1 Research Methodology

In order to evaluate the impact made by the training programme on the four
managerial skills (entrepreneurship, efficiency, human resources and communica-
tions) the Kirkpatrick model (1994) was applied.

The next part of the present chapter illustrates the way in which the statistical
population was identified, and the tools adopted, followed by the expression of
some specific considerations regarding the system used to evaluate managerial
behaviour in the workplace.

12.3.2 Statistical Population

In terms of the population investigated, it is useful to give some initial comments
regarding its composition, and the validity of the observations and the relative
limits.

12.3.3 Composition of the Population

The Ticino Cantonal Administration workforce (excluding magistrates) consists of
271 Public Managers (266.4 expressed as employment percentage), of whom 245
are male and 26 female. Almost all are employed on full time contracts, as shown in
Fig. 12.4.

All participants of the training programme were required to certify their skills
and complete the assessment questionnaire, thus providing comprehensive data on
the analysed population (100% of the FD population).
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Department No. FD Men Women F.T.E.
CHANCELLERY 8 7 1 7.3
DECS 38 28 10 37.9
DFE 70 64 6 69.4
DI 55 49 6 53.5
DSS 25 24 1 23.7
DT 74 72 2 73.6
CCF 1 1 0 1
Total 271 245 26 266.4

Fig. 12.4 Division of public managers employed by the Ticino Cantonal Administration. Source:
data processed by the authors on the basis of USM (2011) data

12.3.4 Validity

Since it would have been impossible to assess the impact of evaluation process
without any external influences, any changes observed, particularly those regarding
behaviour in the work place, may have resulted from phenomena that could not be
ascribed to the programme; nevertheless, the analysed target was equivalent to
100% of the observable population, consisting of persons operating in different
contextsS, subjected to diverse environmental inﬂuencesé, in order that the results
may be considered as a sufficiently reliable measurement of the impact made by the
training.

In effect, the training programme appeared to be the only variable common to all
the FDs; therefore, any behavioural change following the course may reasonably be
ascribed to the impact of the training programme.

SEach FD made her/his decisions in full autonomy, working under different managers and with
different collaborators, so the influences affecting those who completed the questionnaires differ
for each member of the statistical population.

SThe reference environments are diversified in terms of:
1. Level of certainty/uncertainty related to:

— Clarity of tasks
— Difficulty of the work executed by them

2. Feed-back time for finding out the outcome of action taken;
3. Level of influence on the people occupying other organisational roles, in terms of:

— Strategic success of the business
— Relative importance of each environmental subsystem (Lawrence and Lorsch 1970).

In addition to this, the environments do not affect each other and are in different developmental
contexts (some departments are developing strongly, while others are being redefined/resized,
etc.).
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12.3.5 Investigation Tools

Three different tools were used in order to observe the phenomenon (the impact
made by the training programme, based on Kirkpatrick’s three levels):

1. In order to understand the level of satisfaction with the training course (reac-
tion), a questionnaire was designed and distributed at the end of the course
(Attachment 2).

2. In order to assess the learning, the results of the end-course exams were
examined (Attachment 3).

3. In order to understand the change in workplace behaviour, an ad hoc ques-
tionnaire was designed (Attachments 4-5-6).

The present chapter focuses particularly on the third point, which reveals the most
interesting research elements. It is, therefore, necessary to describe the construction
methodology utilised for the workplace behaviour assessment questionnaire.

12.3.6 Workplace Behaviour Assessment

The system used, in order to assess the impact made by the training programme on
working behaviour, was based on three questionnaires given to three statistical
populations: the person directly involved (the FD participating in the programme),
her/his direct manager (SG) and her/his collaborators (COLL).

Each population was asked to assess the FDs’ managerial behaviour in the
workplace.

12.3.7 All-Round View

The aim was to obtain an all-round view, in the sense of involving various hier-
archical levels: namely, the person directly involved, her/his direct manager and
staff.

This system allowed each person, when completing the questionnaire, to express
her/his “subjective evaluations” (in this case, regarding the way in which the FD
interprets her/his managerial role). By comparing the various evaluations, it was
possible to draw up a “relatively objective picture” of the behaviour of the various
FDs.

Three questionnaires were used in order to gather the data: direct manager,
collaborator(s) and person directly involved. The questionnaires followed the same
logical structure, but the questions differed in accordance with the role of the
respondent.
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12.3.7.1 Ex-Ante and Ex-Post Analyses

An initial observation was completed before the beginning of the training pro-
gramme, and a second at the end of the programme: the persons involved and
questions asked in both these phases were the same. Since the time interval between
the ex-ante and ex-post observations was 3 years (equivalent to the duration of the
training programme), some changes in staff may have occurred during this period
(some of those who completed the first questionnaire might subsequently have
changed position or left their job). If this were the case, the ex-ante questionnaire
was eliminated.

12.3.7.2 Control Questions

Each observed topic was investigated by means of one direct question and two
control questions, each of which was answered using a scale of 1-6. If the same
question was answered in a manner that was incoherent, it was classified as
unreliable.

The Likert (1932) method was used to create the scale. However, in order to
clearly separate the negative from the positive answers, an equal numbered interval
scale was used.

12.3.8 Structure of the Questionnaire

The questionnaires were designed in order to assess the transfer of the four man-
agerial skills (identified during the training needs analysis phase’ into behaviour
implemented in the workplace.

A number of different courses were organised for each managerial skill and are
listed in Fig. 12.5, together with details regarding their duration.®

To measure the extent to which skills are transferred into real workplace
behaviour, a classification was made of workplace attitudes and behaviours in order
to demonstrate that the FDs possessed the managerial skills.

With regard to the four managerial skills, 11 items were identified (skills and
behaviours that an FD should have), each of which was measured (as described
above) by means of three statements the respondents were asked to indicate their
level of agreement/disagreement, on a scale of 1-6, where:

See Chap. 2; note that these skills derive from the suggestions made by the FDs during the shared
design process.

8N.B. some courses focus on more than one skill. For example, the “Delegating” course develops
the skills associated with human resource management, together with those related to organisa-
tional efficiency. The managerial skills to which the courses refer were defined by examining the
topics confronted.
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Managerial Skill Course Duration
(in 8-hour days)
Tendency to Public Entre- | The role of the Public Manager * 2
preneurship Administrative Law ** 1
Understanding the centralised services ** Vs
Tendency to Organisational | Basic Organisation (processes and structures) 2
Efficiency Time Management 1
Decision Making & Problem Solving 2
Effective Meeting Management 1
Delegating™** 1
Human Resource Manage- | Motivation and Team Building*** 2
ment SKkills Selection and Hiring Processes *** 1
Personnel Procedures and Regulations** 1
Communication Skills Presentation and Communication Techniques 1
kkk
Relations in the Workplace 2

* external course, lasting more than 8 hours.

** in addition to the classroom time specified (shown in the third column), these courses also required further practic