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chapter 2 – specific issues
Performance information

A key component of the accrual budgeting reforms is the assessment of how well outputs are produced, and how they contribute to the achievement of planned outcomes. Outcomes are defined as ‘the results, impacts or consequences of actions by the Commonwealth on the Australian community’.
 The comparison of planned and actual outcomes will be reflected in annual reports from 1999-2000 although some agencies have already made progress in developing and refining their performance indicators. Others still regard ‘performance information’ as a catalogue of what was done in the year under review, a simple list of activities, which might or might not go towards achieving desired outcomes as the connection is not spelt out.

In the view of the committee, a resume of activities for the year under review is certainly called for in an annual report and is important for the historical record. It should not, however, be confused with an outline of the broader picture of what an agency is trying to achieve (although the part each activity plays towards this should be made explicit) nor with an assessment of how efficiently and appropriately outcomes were reached. 

Rather than dwell on the agencies which failed dismally in this regard, the committee will highlight those which appear to be heading in the right direction. It recognises that progress towards certain outcomes can be objectively assessed and, unsurprisingly, it is this reporting which is commended. In other cases factors beyond the control of the agency may come into play, or the timeframes for the achievement of outcomes are so extended that at best some intermediate indicator is all that can be hoped for. 

DOFA, as a lead agency in this area, deserves particular consideration. It has developed three key, simple, outcomes – sustainable Government finances; improved and more efficient Government operations; and an efficiently functioning Parliament (through accommodation, VIP transport services and entitlements services to Parliamentarians and their staff).  A chart links departmental outputs to these outcomes; chapters are devoted to each outcome; an appendix summarises performance against programs, in a format which will lend itself to being rolled over to an outputs/outcomes basis next year. Strictly speaking, much of the ‘performance’ reported is not performance at all, but commentary: ‘The targets are tough to achieve, and have been set as such to encourage good performance’; ‘The Commonwealth is committed to implementing electronic procurement and eliminating the obstacles to the rapid take-up of electronic commerce’. Such commentary is useful, but could perhaps be incorporated in a ‘comments’ field, rather than in ‘performance achieved’.

The segment of the DOFA annual report which attracted the attention of senators in the additional estimates process was the attempt to report meaningfully on a qualitative matter – namely, advice to ministers. In May 1998 the department introduced ‘quality boxes’ for ministerial briefing papers and responses to correspondence. Ministerial offices use them to provide feedback to the department, and ultimately to the authors, on timeliness, length, quality and turnaround time. June 1998 data showed that 38 per cent of ministerial responses were rated as excellent, as were 27 per cent of briefs. This is a brave attempt to address a long-standing difficulty in performance reporting, which the committee will follow with interest. Ultimately only a check of the archives will show whether the advice was heeded and whether, with hindsight, it was appropriate.

Other policy-advising agencies, generally speaking, provided relevant performance indicators along timelinesss and quality lines but did not report on them apart from passing mentions of informal feedback suggesting satisfaction. The Department of the Senate suggested that a continuing level of return inquiries was an indicator of satisfaction with previous advice. 

Quantifiable performance indicators were, generally speaking, easier to develop and more readily reported on. The Information Systems component of DPRS produced a clear, readable chapter linking objectives, performance information and outcomes. Comparisons with previous years on scale of operations, downtime, percentages within targets, average $ costs et cetera gave a clear picture of the performance of the area; benchmarking of its data centre services by a consultant indicated that the cost of the DPRS data centre was significantly less than the reference group and generally within the range of best practice; and this was achieved while simultaneously being recognised by the PSMPC for its ‘innovative and best practice’ staff development program which linked individual and corporate needs. 

The ANAO again provided useful quantifiable information about its performance, utilising clear graphs and charts to do so. The four-year trends in running costs and staff numbers charts were well presented, though one might question the over-exuberance in the use of charts to show resources used on financial statement audits, compared to forecasts, minus figures (which do, however, appear in the text below). The ANAO is on more shaky ground when it attempts to assess the impact on Parliament of the performance audit program by reviewing comments in parliamentary committee reports and hearings. While it is useful to know that all of the findings of audits examined by committees ‘received the support of those committees’ though it is unclear how this was determined, or how many audits were apparently ignored.

Like the ANAO, ComSuper has a body of quantifiable performance matters to report on, and in the 1997-98 annual report does so well, using clear and consistent graphics to depict both activity information and assessment of performance. It does not shirk from reporting on a failure to meet performance targets where necessary and provides acceptable narrative explanations for such occasional failures. In addition, ComSuper undertook and will continue a series of client satisfaction surveys and has developed a quality service index to measure the survey results. It has developed a series of service standards in agreement with the CSS and PSS Boards of Trustees, relating to response times, and ‘abandon’ rate of telephone callers, and reports that the improvement in performance was such that higher targets would be set for the coming year. 

The committee is encouraged by the fact that some agencies are developing and reporting on useful performance information. It hopes that others will learn from the positive examples and eschew, in future, such performance indicators as ‘outsourcing tender issued’ with the matching performance measure ‘successful tenderer selected’.

 Outsourcing of government services

The Government is committed to introducing competition to the public sector, where appropriate. Following the Finance and Public Administration References Committee’s reports on competitive tendering and contracting, this committee has elected to keep a watching brief on reporting on the outcomes of outsourcing. It has been, and will again be argued that outsourcing is merely a means of service delivery and that senators should concentrate on outcomes and not the processes by which they are achieved. As this committee has stated continuously, and without implying Machiavellian tendencies on the part of any of the agencies it reviews, it believes that its monitoring role requires it to direct its attention to both process and outcomes.

The increasing emphasis on finding innovative and cost-effective ways of delivering government programs which has led to the market-testing and, in many cases, outsourcing of formerly government-provided services has brought with it a number of new challenges for the public sector. The ANAO points to pressure for trade-offs between accountability and efficiency, most apparent in contract management with the private sector.
 The committee notes the number of annual reports which promise, for the 1999-2000 report, performance assessment of services delivered by the private sector and gives notice of its intention to monitor such assessments. 

DOFA’s Competitive Tendering and Contracting (CTC) Unit performs some across-the-service monitoring of CTC and disseminates positive CTC case studies via its web site and regular forums, as well as providing guidelines for best practice. The committee notes that the department has commissioned a study on the use of CTC in government departments and agencies
 and encourages the department to publish this, when received. Although agencies understandably would not wish their disasters to be reported on by others, failures can often be enlightening and should be addressed in annual reports, with an indication of how the agency will avoid a recurrence. The Commonwealth Ombudsman’s Office is to be commended for providing details of a contract with an IT supplier who went into liquidation (see Chapter 3 for further details). 

Information technology infrastructure support has in many cases been outsourced for a sufficient length of time for savings and /or problems to have emerged. DOFA reports savings of 31 per cent as against a projection of 24 per cent, with the tenderer to provide continuity of service at the same or better level than previously provided. Performance against service level agreements is promised for next year. 

The process has not been without its problems, as OASITO disclosed in its discussion of the request for tender process for the employment IT infrastructure, for which only one tender was received and, following evaluation, rejected and the tender process discontinued. 

Many agencies in the reporting period were market-testing other elements of corporate services, for example office services, records management, property maintenance, perimeter security, personnel functions and  financial accounts processing. DOFA reported market-testing the service-wide payroll service and informed the committee during the recent additional estimates hearings that it had called for tenders and awarded a contract to a Queensland government company. The committee’s chief concern with this process is that it must be transparent. Outsourcing represents a significant change in the way agencies operate. If the changes bring either benefits or problems, they must be disclosed. 

Consultancies

For annual reporting purposes, agencies are required to maintain and to provide within 30 working days on request, certain information on consultancies: numbers engaged; total amounts paid; reasons for engaging consultants; whether the consultancy was advertised. Specifically excluded from this requirement are details of staff hired as full or part-time employees on a contract basis. 

Consultancies have perennially attracted the attention of senators as they have the potential to involve nepotism or patronage in a way that merit recruitment, for example, does not. The fact that an output is achieved with the assistance of a consultant rather than a staff member is not of itself exceptionable. The issue is really one of transparency.

All relevant agencies examined made reference to consultancies engaged in the year under review and all except the DPL (which offered the information on request) provided at least a figure for the total number of consultants engaged and the total cost. The Senate, ComSuper, CGC and the Commonwealth Ombudsman provided a breakdown of, at least, those consultancies valued at $2000 or over. PM&C provided a breakdown of the cost and number of consultancies by area and also provided a comparative table over three years. The committee noted in many instances that reports which did not provide a breakdown also failed to indicate that such information would be made available on request.  Agencies should not assume that every reader is familiar with the detail of requirements for departmental annual reporting.

Most agencies did not report on whether they advertised consultancies. The Senate specified that no consultancy was publicly advertised, on the grounds that the consultancy tasks performed for the department were of a specialised nature, with a small number of known consultants able to provide the particular service so selection tends to be via quotation. While this is generally the case, one might question the ‘specialised’ nature of developing a web site or assisting in the development of a certified agreement. 

Advertising and market research

Section 20 of the Political Broadcasting and Political Disclosures Act 1991 inserted a section, 311A, into the Commonwealth Electoral Act 1918, requiring departments and Commonwealth authorities to report amounts paid to advertising agencies, market research and polling organisations, media advertising organisations and direct mail organisations. 

The reports reviewed provided the basic information as required, with many indicating that the only use of media advertising was classified advertising of contracts and job vacancies. Whether this has a place in an annual report is debatable. Some reports failed to mention market research at all, leaving the reader to presume that the agency had commissioned none. PM&C, the Senate and the JHD provided full details.

The value of this information lies in its transparency. It may be that in the next review of the reporting guidelines, consideration could be given to excluding some categories of advertising from the requirement, confirming the requirement for a simple global total dollar figure, linked to an appropriate part of the agency’s web site for full details. 

Certified agreements

As part of the package of public service reforms, agencies are required to develop certified agreements with their staff. As the method of development of these agreements, their nature and the timing of their completion are possible indicators of the state of the agency, the committee expected to find reports on progress in the year under review.  Nine agencies reported that the process was completed and that the AIRC had certified the agreement; five were near completion at reporting time.  Most reports included useful information on the agreement process including a brief summary of the development/consultative process, ballot results, certification date and major features of the agreement.

Features of many of the agreements were more flexible working hours, broadbanding, reduced access to certain allowances, simplified leave conditions, performance assessment schemes and the establishment of workplace consultative forums.  Some agencies also reported on pay outcomes as a result of improved efficiencies and these were quite varied.  Some involved a bonus on certification and a percentage pay rise; DPRS’s included a certification bonus and an annual effectiveness bonus of the same amount for all staff, thus providing a higher percentage pay outcome for lower paid staff; while the DOFA agreement gave staff access to a bonus of between 2 and 15 per cent based on performance.

The committee noted the high level of staff acceptance of agreements in the ANAO (94 per cent voted, 91 per cent in favour) and the Senate (88.8 per cent voted, 90.2 per cent in favour). Some reports were not so explicit and included more cryptic results. DOFA reported that ‘Approximately three quarters of staff exercised their right to vote … on a ratio of almost two to one, staff voted “yes” to it’,
  while other agencies, including ComSuper and the JHD, did not provide the results at all.  A high acceptance level demonstrates, to some extent, an effective developmental and consultative process.

The Inspector-General of Intelligence and Security reported that, because of the small size of his office - namely five persons (an ASL of 4.6) - it was decided that AWAs presented the best option for agreement making. DOFA also reported a growing take-up of AWAs by non-SES staff. It was unclear if other agencies made this an option. 

As the agreements are relatively new, the impact of their introduction on agencies and across the public service as a whole is as yet unclear. The committee expects that next year’s annual reports will address the issue.

Performance pay

The 1994 Requirements for Departmental Annual Reports instructed that departments should include charts or summary statements within the staffing overview section of the annual report, covering ‘the quantum and distribution of performance pay’.
 In the April 1998 update, information on performance pay had been moved to the status of information to be made available on request within 30 working days
 although it could be included in the report if there was a significant level of demand for it. 

The committee, with its oversight responsibilities for the public service, has an ongoing interest in the management of that Service and a responsibility to the taxpayer to see not only that it produces appropriate outcomes but also that it does so by efficient, fair and equitable means. In 1993 the former Senate Finance and Public Administration Committee conducted an inquiry into the system of performance-based pay as introduced in the senior ranks of the Australian Public Service in late 1992. Its unanimous report was opposed to the system of performance pay as then introduced.
  The committee has since maintained a watching brief on developments. Following the devolution of responsibility for such matters to agency heads with the passage of the FMA Act in 1997, performance pay has begun to evolve differently in different agencies, as evidenced by coverage in the 1997-98 annual reports. A number of agencies, including the Commonwealth Ombudsman’s Office, PSMPC, JHD and the Senate, indicated that they did not pay performance bonuses. Other agencies disclosed the overall quantum of payments and sometimes the number and percentage of officers who benefitted. 

DOFA has gone further down this track than most. As mentioned above, its certified agreement 1997-99 provides for payment of performance pay ranging from 2-15 per cent of annual salary for staff whose performance is rated competent or better, while staff on AWAs are assessed and paid performance pay according to individual agreements. A total of $3 888 490 was paid in performance bonuses in 1997-98. 

The PSMPC, while no longer exercising a prescriptive and regulatory role in the public service, now provides advice on good practices and, in the case of rewarding exceptional workplace effort, has established a Team Recognition and Reward Scheme under its certified agreement. Up to $20 000 is provided each financial year to fund the scheme. While the mechanics of the selection of the teams to be so rewarded is not disclosed, it seems to be a less offensive means of rewarding exceptional performance in the public sector and one designed to be transparent and providing role models for others to emulate. 

The committee notes that the ANAO has signalled it may review the practice and management of the payment of performance bonuses in the public service when the individual systems have become settled. 

Service charters

All Commonwealth government agencies engaged in service delivery are required to develop service charters, spelling out the commitment the agency makes about its services to the community.  Most service charters were expected to be implemented by June 1998.  For the 1997-98 annual reports agencies were expected to provide information on the implementation process and the extent to which the key requirements for developing charters had been met. 

Only a few of the agencies whose annual reports are reviewed by the committee are service delivery agencies and hence are required to develop service charters. They are the AEC, the Commonwealth Ombudsman and ComSuper.  The DPL and JHD also reported that they were voluntarily developing charters. The committee noted that some bodies, including the ANAO and PM&C, reported their exemption from the requirement to develop a charter, which was helpful; many agencies simply did not make any reference to it.  

Of the organisations which developed charters, ComSuper provided useful background on the development, implementation and a brief summary of feedback it has received from client satisfaction surveys.  The Ombudsman’s report included a copy of the charter as an insert. All three agencies placed copies of their service charter on the Internet.

The PSMPC reported that it had elected to commence work on a charter even though it is not required to do so.  The commission believes, ‘there will be benefit to the PSMPC and its clients from setting out its service standards and associated evaluation methods’.
 Likewise, ComSuper, which has prepared service charters for some of its client groups, is also developing a charter for serving members who are current contributors to the superannuation schemes, even though they are not regarded as being members of the public and therefore are not required to be covered by a charter.  ComSuper, however, recognises the importance of a comprehensive client service culture.
 

Provision of portfolio information 

Portfolio departments are required to provide a brief outline of significant issues or portfolio developments which had cross-department or agency implications. DOFA did this clearly in a separate chapter, giving precise references. In a sensible decision later in the report, the annual report of a departmental non-statutory body, the Commonwealth Fire Board, was  included. PM&C did not manage the requirement so well. Changes to the portfolio were incorporated in ‘Part 1 – The Department’ and were incomplete. The Awards and National Symbols Branch, which was reported in ‘The Year in Review’ as being transferred to the department following the abolition of the Department of Administrative Services on 9 October 1997 does not rate a mention with the other changes, save in a footnote to the departmetnal organisational structure. 

Financial reporting under accrual budgeting

The full effect of the move to accrual reporting based on outputs and outcomes will become apparent in the 1999-2000 annual reports, following the first accrual budget in May 1999. The advantages proclaimed for the new financial and reporting framework have been extensively canvassed elsewhere and will not be repeated here. This year’s annual reports are the last to be program-based. Some agencies have had the foresight to so design their ‘programs’ that they will be able to be rolled over into ‘outcomes’ with minimal disruption; for others whose programs have been functionally based, the changes will be considerable.

Under the new framework, the full costs of government activity are disclosed. This has drawn attention to a number of matters, in the financial statements of the agencies reviewed by the committee. The full and in many cases extensive employee liabilities in terms of annual leave, long service leave, redundancy and superannuation are disclosed. The valuation for asset purposes of the Parliament House building has been an interesting challenge for the JHD; the ANAO has spelt out its operating lease commitments.

The financial statements of the Commissioner for Superannuation were once again qualified by the Auditor-General. ComSuper was unable to determine the amount due for superannuation pay-as-you-go contributions and emerging costs contributions from approved authorities for 1997-98. The committee notes that the same qualification has been included in at least the previous three annual reports of the Commissioner.

The committee also notes that the audit of the JHD’s financial statements resulted in an number of Category C findings.  Category C findings are matters which are procedural in nature, audit observations, technical breaches of legislation and minor administrative shortcomings which management has agreed to address.

Few corrigenda to annual reports were tabled on this occasion, an exception being one from DOFA on 11 November 1998, correcting the omission of the audit report and statement by the secretary and general manager on the financial statements of AusInfo.

One perhaps not unexpected result of accrual budgeting has been that DOFA’s financial statements, followed by those of the Business Services Trust Account, AusInfo, Removals Australia, and VIP Transport, run to 191 pages. Had OASITO not been made a separate Office, the situation would have been even worse in terms of length. 

Most agencies have adopted the practice of colour-coding their financial statements to enable them to be readily accessed. The committee finds this practice useful.

Availability on the Internet

As the use and access to the Internet continues to grow the committee considers the availability of annual reports via this medium as an important aspect in the annual reporting process.  The Internet facilitates ease and speed of access to the report for the public at large, enhancing accountability.

The committee began checking the Internet for annual reports in 1998 and is pleased to see that an increasing number of agencies are making their reports available on this medium. Of the 18 reports examined, 13 were available on the Internet. Most agencies had available reports from at least the previous year, with IGIS having the last 12 reports on line.

Most bodies made their reports available in the portable document format (PDF) and half as many used hypertext markup language (HTML).  The AEC is commended for making its report available in both formats.  With both PDF and HTML having advantages and disadvantages with regards to searching, screen reading and printing, the committee encourages agencies to make both formats available in order to cater to the potentially wide audience and varying computers, software and access modes.  The DPRS report was available in an interactive multimedia format which required Shockwave software.  While the committee commends this innovative approach it would like to see the report available in a more standard format as well.

The committee noted that some on line reports were not exact replicas of the printed report. Some elements are of course redundant in HTML conversions, such as the index, but it was noted that some on line reports lacked such important sections as the letter of transmittal, financial statements and audit report.  The committee appreciates that some inclusions are not readily converted for loading onto the Internet but would hope to see agencies overcome these problems in the future.  In one case, the committee detected that the date of the letter of transmittal of the report to the minister varied between the printed and Internet version.

The structure of agencies’ homepages were, for the most part, clear and the annual report was easily located. Some agencies made the report available under several areas on the site; for example the Senate and the DPL made their reports accessible under both ‘publications’ and ‘departmental’ sections.  The committee did note, however, that some reports were in relatively obscure locations.  For example, the annual report of PM&C was located under an entry entitled ‘The Briefing Room’. It was readily found through their search facility, however.

It was pleasing to see the Internet used widely to make available other useful departmental documents such as certified agreements, service charters, portfolio budget and additional estimates statements, corporate plans and charts. The committee encourages departments and agencies to continue in this vein. ComSuper recognised the growing importance of the Internet and incorporated in its annual report a small section dealing with its use.  It included results of site usage monitoring, which has seen a steady increase, and also outlined development of transaction processing facilities to be deployed in 1998-99.  The committee looks forward to further updates on this and other Internet innovations.

Commercial confidentiality

Generally speaking, the annual reports reviewed did not address commercial confidentiality matters, with the exception of the ANAO, which was responding to a request of the Senate to do so. The ANAO pointed to the findings of its audit report no. 28, 1997-98, on the contracting arrangements for air travel, which observed that there was significant uncertainty about the extent to which agencies can legally share information within the Commonwealth and found that agencies should not enter into confidentiality agreements that place the Commonwealth as a whole at a commercial disadvantage. The ANAO recommended, and DOFA agreed, that DOFA amend its relevant standard confidentiality clause.
  

General impressions
In its most recent annual reports awards, the Institute of Public Administration Australia, ACT Branch, (IPAA) noted that the standard of reporting was steadily improving.
 The committee agrees. By and large, reports now are tabled in a timely fashion and contain broadly what is required of them. All agencies could, however, learn from others approaches which might make for an improved document. In the following paragraphs, the committee draws attention to a few matters to which the attention of compilers or editors of annual reports might be drawn.  

The trade-off between succinctness and detail is perhaps the most important issue. With the increasing accessibility of the Internet, many of the matters reported on under current requirements and which have the potential to balloon out an annual report could be made available via this medium. Internet access would ensure the required accountability and transparency, along with potentially greater ease of use and timeliness. The committee will be advocating this approach in the next review of the reporting guidelines. For the time being, a balance is required and some agencies deal with it better than others. PM&C took, on this occasion, a minimalist approach. Its report is, however, tightly structured, and easy to use. By contrast, all the reports of the parliamentary departments
 suffered from what a previous senator described as ‘excess verbiage’. In the committee’s view, the Parliament is able to make an informed judgment on the operations of those around it without the present detailed explanations, while the wider public can access parliamentary information on the Internet.

Another perennial issue is the need for candour in annual reporting. As IPAA pointed out, ‘reports can be seriously compromised if awkward or embarrassing issues are covered up or buried in the fine print’.
 The prize for disingenuousness in the 1997-98 reports was hotly contested but awarded by a narrow margin to DOFA for the following entry:

There is a role for the Commonwealth in leading the way in adopting new practices. To this end, the Government has embraced electronic commerce as a way for industry to do business with the Commonwealth. The Commonwealth’s first electronic commerce service known as Transigo www.transigo.net.au  was developed with Telstra in 1996.

The Department and OGIT undertook a review of Transigo, finding that some agencies preferred an alternative delivery of services.
 
Given the extensive media and estimates coverage of Transigo, more detail might have been expected in the annual report. 

While the content of an annual report is what really matters, the committee could not help but notice that the majority of the reports it reviewed lacked presentational style. The only cover of any distinction was that of the Joint House Department. PSMPC’s organisational ‘cog’ is also worth a mention.
 Some agencies failed to allow for printing offsets while others provided excessively wide margins to compensate. While all reports managed to make chapter headings in the body of the report look alike, some did not carry this over to the financial statements. Indexes varied greatly in quality, with only the Departments of the Parliamentary Library and the Parliamentary Reporting Staff (both of which admittedly have extensive experience in index production) providing quality products. A particular bete noire of the committee was the unnecessary inclusion of large numbers of out-of-focus photographs. Missing page numbers spoke of editorial sloppiness. The chief requirement of page numbering is that you can read it and even this was beyond one agency.

Despite the overly prescriptive nature of reporting guidelines, agencies managed to come up with reports varying widely in both style and content. The committee commends ComSuper for its sensible, plain-English report which manages to convey what the agency did, why it did it and how well it did it, without tedium. It commends the Commonwealth Ombudsman’s Office for the enthusiasm for its work which is always reflected in its annual report.
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