
THE APPROACH TAKEN IN THIS GUIDE 

The approach is based on the relationship between government/program desired outcomes, program outputs, 
resources input and Performance Indicators (PIs). 
Based Management (OBM), this approach focuses on the 

■ Identification and specification of desired outcomes 

■ Outputs necessary to achieve those desired outcomes 

■ Linkage between desired outcomes and outputs to be produced 

■ Identification, specification, measurement and costing of outputs and 

■ Recognition of the full resources input to produce those outputs. 

A key step in the process of developing PIs is the writing of program objectives that focus on the outcome 
desired and the target population to which the program is aimed. measurable. Outputs 
are those goods and services that the agency produces for clients or external users so that outcomes can be 
achieved. 

APPROACH 

Consistent with both Program Management and Output 

Objectives need to be 

Problems in developing PIs stem mainly from objectives that do not meet these basic criteria. The Guide 
recognises the importance of ensuring that objectives are correctly expressed before attempting to develop PIs. 
It gives practical hints and examples on how to do this. Each section ends with some key management 
questions that highlight the main points. These are brought together as a checklist in Appendix D. 

THE GUIDE IS IN SIX PARTS 

PART 1 - ÔINTRODUCTIONÕ 
describes the conceptual framework for PIs and the steps to develop PIs. It is supported by 
Appendix A for those who are not familiar with the performance management framework. 

PART 2 - ÔDEFINITIONSÕ 
provides a common understanding of the terms used in this Guide. 

PART 3 - ÔHOW TO USE THIS GUIDEÕ 
provides a step-by-step guide to developing PIs. 

PART 4 - ÔMODEL PERFORMANCE INDICATORS AND EXAMPLESÕ 
contains the model statements from which users can develop PIs for their agency. It provides 
examples to illustrate the approach in action. 

PART 5 - ÔHELPFUL HINTSÕ 
contains some helpful hints for developing and using PIs. 

PART 6 - ÔAPPENDICESÕ 
provides some additional information. 

Appendix A - ÔPerformance Management FrameworkÕ. 

Appendix B - ÔPIs for Policy Development and AdviceÕ. 
This includes a special note about the monitoring of the policy development and 
advice function. 

Appendix C - ÔUseful PublicationsÕ. 
This includes some useful documents to help you further understand PIs. 

Appendix D - ÔKey Management Questions - A ChecklistÕ. 

Appendix E - ÔHelp is AvailableÕ. 
This provides a list of sources of further assistance. 







DEFINITIONS 

A COMMON UNDERSTANDING OF TERMS USED 

It is important that users of the Guide have a common understanding of the terms used. 
following definitions are provided. 

A TARGET POPULATION consists of the people or organisations whose needs are to be satisfied or whose 

Public Sector outcomes can be categorised into two broad groups. 

behaviour or circumstance the agency aims to change. 
Australian community, however, most programs target specific groups within the population. 
Quit Smoking program may be aimed at a target population of all young people in WA. 

CLIENTS are the people or organisations who become directly involved in the program through receiving or 
consuming its outputs. 
above, clients are those who actually attend the Quit Smoking program. 

An 

To achieve this the 

OUTCOME is that which results or is a consequence of actions or events. 
behaviour or circumstances the Government wants to occur or the need it wants to satisfy. 
are the intended consequences of the program or sub program. Achieved outcomes are what actually occurs. 

The broadest target population is the entire Western 
For example, a 

To follow the example listed They may also be considered external users or customers. 

Desired outcomes 
A desired outcome is the 

■ Behaviour change - increasing positive behaviours, such as driving within the speed limit, 
drinking at ‘safe’ levels or adhering to policy development criteria 

■ Satisfaction of defined community needs - such as meeting the community’s need for a clean 
water supply and providing the funds for the business of government 

An OBJECTIVE is a clear statement of what the program or sub program is intended to achieve for the target 
population. It reflects the desired outcome as well as the relevant legislation and government policy. Program 
objectives should focus on the desired outcome for the target population. They should be clearly outcome 
focussed, achievable and measurable. Determining the desired outcomes and getting the objectives right are 
the most important prerequisite to developing good PIs. 

OUTPUTS are the goods or services produced by the program or sub program and provided to the external 
client/user. Goods and services can never be outcomes. They are the means by which outcomes are achieved. 
They are described in terms of what they are; not what they are intended to achieve. (More information on 
outputs and outcome-output linkages is available in Treasury publications on Output Based Management 
(OBM) (See Appendix C.) 

Common public sector outputs generally fall into one of the following categories. It should be noted that these 
categories are provided only as a broad guide and they relate to the classification of program outputs, not 
agencies themselves. The distinction between categories is not always clear cut. 

Where desired outcomes relate primarily to behaviour change 

■ Advisory Services 
These programs provide advice to a client group to change behaviour in the desired direction. 
This includes policy advice. 

■ Information/Educational Services 
These services are provided to influence behaviour change in the desired direction. They are 
often designed to improve skills, knowledge and attitudes. 

■ Regulatory Services 
Regulatory services seek compliance with laws and regulations. 

■ Case Management Services 
Case management services provide specific services to assist clients. They often relate to the 
provision of human services, where the primary outcome is an improved lifestyle for the target 
population. However, some case management services relate to satisfying a community need. 
For simplicity, this Guide places case management services in the ‘behaviour change’ 
outcome category. 



■ Other Goods and Services 
These are goods and services not included in the above output categories, for example sporting 
and social events organised to help reduce juvenile crime. 

Where desired outcomes relate primarily to satisfying community needs 

■ Specific Goods and Services 
Many public sector programs provide services to meet a community/client/customer need. Some 
provide goods. Some organisations operating within the public sector provide goods and services 
for a fee, for example, water, sewerage, power, transport, health services and certain education 
services. Health services could be regarded as relating to the behaviour change outcome, but in 
this Guide they are regarded as being primarily concerned with satisfying community needs. The 
education services regarded as being concerned with satisfying community needs include those 
provided by TAFE Colleges and the Department of Training. 

Where desired outcomes relate to revenue raising 

■ Collection Services 
The collection of taxes, fees and charges that fund the other programs of government. These 
services can be regarded as ultimately relating to satisfying community needs. However, in the 
direct sense, they are more concerned with revenue raising. 

INPUTS are the human, physical and financial resources used and the time required to produce outputs. 

PERFORMANCE INDICATORS help illustrate how well an organisation is doing in meeting its objectives 
or achieving the desired outcomes. They are a means of assessing and evaluating the characteristics of 
products, services, processes and operations of the organisation. They use qualitative and quantitative 
information to help determine an organisation’s success in achieving its objectives. They are used to track 
progress and provide a basis to evaluate and improve performance. They need to be relevant to the program’s 
desired outcomes and objectives, quantifiable, verifiable and free from bias. (Refer to box on page 7 for the 
Office of the Auditor General’s characteristics of satisfactory key performance indicators.) 

KEY PERFORMANCE INDICATORS are those indicators which give a comprehensive, high level overview 
of a program’s performance. They are particularly aimed at the external user of the information. 

An EFFECTIVENESS INDICATOR is an unbiased, quantitative and verifiable measurement that provides 
information for external reporting on the extent to which the outputs of a program or sub program have 
contributed to the achievement of its objective/desired outcome. 

COST EFFECTIVENESS is the cost per unit of ‘outcome’. It relates total inputs to units of ‘outcome’ 
achieved. 

EFFICIENCY INDICATORS relate ‘outputs’ to the level of resource ‘inputs’ required to produce them. The 
major inputs invariably include a resource cost, but for some programs elapsed time is an important resource. 

COST EFFICIENCY is the cost per unit of ‘output’. It relates total inputs to units of ‘output’ produced. 

(See the box on page 6 for more details on cost efficiency and cost effectiveness.) 

This Guide uses the relationships between TARGET POPULATIONS, OUTCOMES and OUTPUTS to develop 
‘model’ performance indicators. The model PIs are then applied to practical situations in examples. 

Use the model and the examples as a guide to help you develop PIs for your program. 



An efficiency indicator relates ‘outputs’ to ‘inputs’. 
a means of quantifying total inputs of different types such as physical and human resources. 
output’ is a useful cost efficiency indicator relating total inputs to a unit of output produced. 

To meet objectives, ie achieve desired outcomes for the target population, an often unstated but always 
essential element of the objective is that it should be achieved at least cost. 
the cost of inputs to ‘outcomes’. ÔCost per unit of outcomeÕ is a useful Ôcost effectivenessÕ indicator relating 
total inputs to a unit of ÔoutcomeÕ achieved. 

Conversion of inputs into outputs is a production process. 
adequate extent, or the outputs result in the desired outcomes being achieved, depends on the appropriateness, 
quality, price and marketing of the outputs. 
but not very cost effective. 

This example relates to an agency providing Case Management Services designed to change the behaviour of 
the individuals who make up the target population. 

The primary measure of ‘output’ of such an agency is the number of cases managed. 
is the number of clients who, as a result of the program, exhibit the desired change in behaviour. 
expressed as the number of ‘successfully managed clients’. 

This example shows how it is imperative to achieve complete clarity regarding the definition of the desired 
outcomes to be achieved and corresponding outputs to be produced prior to establishing strategic and 
operational plans, programs and performance indicators. 

Total Inputs 

Output 

Outcome 

Total cost (funds applied to the program) 

No of cases managed 

No of successfully managed clients 

DATA 

ITEM 

Cost efficiency 

Cost effectiveness 

Cost per case managed 

Cost per successfully managed client 

PERFORMANCE INDICATORS 

CATEGORY MEASURE 

COST EFFICIENCY AND COST EFFECTIVENESS 

MEASURE 

Expressing inputs in dollar terms is particularly useful as 
‘Cost per unit of 

Therefore, it is desirable to relate 

Whether or not those outputs are consumed to an 

It is therefore possible for an agency to be highly cost efficient 

The primary ‘outcome’ 
This can be 

Hence: 

Key management question 

Do I understand all the terms and concepts of program management, OBM and performance indicators? 














































