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Foreword

The history of contractual performance management is a venerable one. In the English-
speaking world, this discipline was largely invented by the political philosopher, Jeremy
Bentham, in the late 18th century, and developed by the last of his personal secretaries,
Edwin Chadwick. This early literature on performance incentives was part of a wider
debate about the respective places for interest and duty in motivating individuals to
serve the public good, and between them, Bentham and Chadwick developed many of
the principles that lie at the heart of good public service contracting today.

There is perhaps no better illustration than Chadwick's description of the changes made
to the performance conditions for the contractors transporting pauper emigrants to
North America in the 1830s:

In the first voyages of transport ships the skippers were paid per head on the
numbers embarked, and the explosions of epidemic and the losses of life on
some of the long voyages were terrific. By a happy and simple change of the
terms of the contract, they were paid only per head on the numbers landed alive,
and to the terms of this principle we adhered. On going on board one of the first
pauper emigrant ships under this form of contract, | was charmed by the way in
which | was received by the skipper; he was so desirous, so pressingly anxious
to receive any suggestion for the improvement of the sanitary condition of the
ship. Of their own accord the skippers under this form of contract engaged ship
surgeons for the care of the passengers, and transferred to these surgeons,
medical officers of health, the pressing responsibilities of the contract, by
making their enrolments dependent solely on the number of passengers landed
alive. The working of the principle was excellent. . . there were no longer any
epidemic visitations upon the passengers. The perceptions and observations
of points of sanitation by the ship surgeons acting under these conditions were
acute, original, and highly instructive. Moreover, under these conditions, without
benevolence and with the common everyday principle of interest, we did the
work of uncommon, active, and enlightened benevolence. We at all events
secured for every lone emigrant, who might after all be lost, at least one sincere
mourner.’



After such a promising start, it might have been expected that contractual performance
management had developed into a well-defined science today, but sadly that is not the
case. In spite of the scale of public service contracting that has taken place in the UK
over the past two or three decades, and the complexity of the contracts now being let,
the published literature on what works well under what circumstances is remarkably
small.

This brief report, which is the published output of a much larger study, has been issued
in the hope of stimulating a wider debate over contractual performance management,
founding a literature and (perhaps) re-launching an old professional discipline.

Gary L. Sturgess,
Executive Director,
The Serco Institute



1. Why measures matter

Political context

This is an era of performance management in the public sector. In the UK, public service
reforms since 1997 have focused heavily on performance and delivery. A multitude of
measures are now usedto assessthe performance of government departments and public
services — from departmental efficiency measures to league tables and performance
ratings for schools, hospitals, police forces and prisons.?2 The US has experienced a
similar performance movement, culminating with legislation at federal, state and local
levels, whilst the Canadian government introduced performance accounting in 1997.2
Other governments around the world have followed.

Individual agencies and local administrations also use performance management.
Well-known examples include Compstat, the system introduced to drive police reforms
in New York City, and Citistat, a derivative model used in Baltimore in the US to address
workforce issues. Both systems use computer generated statistics to provide timely
performance information, in order to drive improvements in operational performance.

Performance contracting has been part of this broader movement and, over the past
few years, contractual performance measurement has also become more intensive, and
more complex. Both in the UK and overseas, governments are showing greater interest
in using contracts to improve the qualitative performance of public services. A better
understanding of how to measure and incentivise performance is essential to extract the
maximum value from this.

Delivery potential

Atthe heart of any public services outsourcing projectis aformal agreement—the contract
— which specifies the services to be delivered by the contractor and the payments to be
made by the customer in return for those services.
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» of this study was to try to understand the
e oo - lgement in complex service contracts: which
approaches work best under which circumstances, and how successful performance
measurement has been in driving service delivery. Although measures now play a key
role in most projects, the field remains largely unstudied, and there is much to learn
about this critical element of public service contracting.

The sample contracts for this research were drawn from a range of sectors, including
local government, education, health, transport, science, defence and criminal justice. All
involved soft service elements, alongside hard FM and asset management components in
the majority of cases. Most of the contracts were for large, long-term PPPs (public private
partnerships) or PFI projects (under the UK government'’s Private Finance Initiative), but
the sample also included a number of more traditional outsourcing contracts.

The research took the form of interviews with staff from each of the contracts involved,
combined with detailed analysis of the contractual performance regimes. This was
supplemented by a review of secondary literature.

This report addresses the core findings of the research, concluding that:
* a great deal more work is needed in order to understand the impact of performance

measurement in the delivery of public services under contract and the conditions under
which it works well; and that
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However, further research is needed to gain a thorough understanding of the particular
issues involved in performance measurement and incentivisation in contracts for public
services. This is particularly important for complex soft services where performance
regimes are often extensive, detailed and qualitative, and conclusions about performance
are thus inclined to be more subjective.

Other published research on operational performance has focused largely on individual
contracts or specific sectors. For example, a number of the value for money reports
produced by the National Audit Office (NAO) have examined issues of performance
measurement. A report published in June 2003 on ‘The Operational Performance of
PFl Prisons’ dealt with some aspects of performance measurement in PFI prison
management contracts, amongst other issues. Reports in 2004 on two high-profile PPP
projects, the Criminal Records Bureau and the London Underground PPPs, examined
the use of performance incentives in those contracts. The latter report in particular
undertook a detailed assessment of the types of measures and incentives used in the
PPP contracts, and their success. A 2005 report on the Darent Valley Hospital examined
the PFI contract in action, including the performance measurement regime.®
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unroriunately, mere I1s a gap In unaerstanding when it comes to performance
measurement that existing guidance does not adequately address. Those involved in the
procurement and delivery of public services under contract do not always understand
the link between effective performance measures and successful service outcomes
— or the negative implications of a poorly designed performance regime. Even when
the connection between performance measures and delivery is well understood, the
skills and experience necessary to design effective performance regimes are not always
readily accessible. Experience in this area is not routinely shared, and good practice is
rarely captured and transferred between individual projects or sectors, with the result
that significant lessons are lost.

One solution to this problem would be for those involved in designing performance
regimes for complex services — in both government and the private sector — to have
access to an accessible body of practical evidence-based examples, to help them to
understand their trade and deliver better results. However, little material of that nature is
currently available.

The power of performance measurement

Many policy documents and guidance materials still treat performance measurement
as a safeguard, rather than as an incentive mechanism or delivery tool. Even where the
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The foundations for success

The success of final delivery has roots as early as the commissioning stage — the period
prior to procurement when public officials decide what services they wish to procure,
and what procurement and contract models they wish to employ. In spite of policies
directing public officials to pursue value for money, price frequently takes precedence
over quality when bids are evaluated, without consideration of the long-term impact of
such an approach. Artificially low prices can result in a highly contractual approach to
performance management, setting a cap on performance by restricting the scope for
innovation and flexibility.

Commissioning authorities must also adopt arealistic approach torisk transfer. Experience
suggests that the limitations of risk transfer are not always acknowledged. Attempting
to transfer risks that suppliers are not well placed to manage can drive up service costs
unnecessarily: either performance incentives will be impossible to achieve, leading to
the award of disproportionate penalties that result in financial difficulties for the contract,
or the supplier will be forced to negotiate wide margins to ensure that additional risk is
captured in the contract price.



sation continue after the contract is signed:
ys be conducted with delivery in mind.°
1ce a contract is in operation, the procuring
y for operational performance, even when

ified poor transition as a problem for many
1 services. Successful ongoing performance
Ide to problem resolution and the mindset
me and to take a flexible approach where
ally, steps like this involve collaboration from
jement.

also has a significant impact on operational
ng partnership principles and clear, shared
manage performance problems, instigate
lifetime of the service.

ANQ TNe approacn 1aken py contract monitors can be equally important. Performance
measurement should be about delivery, not compliance. Only then is it possible for
innovation to flourish.

Bridging the gap

Solutions to many of the challenges involved in the design of effective performance
measures and incentives already exist, but could be harnessed much more effectively.
The following chapters explain the impact of contractual performance measures and
the associated financial and reputational incentives, they analyse some of the current
challenges for performance contracting and they open discussions about some of the
range of solutions available. The final chapter outlines a number of recommendations
about what more can be done to improve understanding of contractual performance
management, and to share the lessons.
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In 2000, the UK government set a target f
be seen by a doctor within 48 hours. An u
measure was that some GP surgeries were 1
non-urgent cases, instead asking patients t
queues at opening time and uncertainty fc
work or school hours.

The GP waiting time target was designed tc

(those seeking urgent appointments). Unwitt

choice for other users who did not fit into t .

are not designed to cause problems. They are set in good faith, in the belief that they
will help to improve the services in question. However, if they are set without adequate
understanding of the impacts, they can create inappropriate incentives.

The same phenomenon also occurs in contracting when contractual performance
measures are set without adequate understanding of the effect those incentives will
have on the delivery of the service. An extreme example occurred in the contracts let
to train operating companies (TOCs) in the rail sector. In early contracts, the penalty
for cancelling a train was so high that operators would go to great lengths to avoid i,
neglecting other performance measures and disrupting passenger travel by running
trains late system-wide.

Understanding the service

Designing an effective performance regime requires an understanding of the service
needs and the service model (the business processes linking inputs to outputs to
outcomes), in order to set measures that motivate the contractor to deliver the desired
results. It is about understanding what is required to get from point ‘A’ to point ‘B’, as
illustrated in Figure 1:
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weightings, the level of prescription or flexibility required to make the incentives effective,
and how the regime will be managed and monitored. Each decision affects the ability of
the contractor to deliver, and the motivation to do so.

Less is more

More measures and increased complexity do not necessarily lead to better service
outcomes. Most of the operational expertise involved in service delivery resides with
the service providers. Therefore, it is not usually desirable for commissioners to set out
detailed operational arrangements in advance. Whilst it is important to understand the
delivery objectives of a project, and to agree the allocation of risk and responsibility, it is
usually unwise to attempt to specify over-detailed performance criteria in the contract.'

In output-based contracts, it can be more effective to focus measurement on a limited
number of core deliverables (sometimes called key performance indicators, or ‘KPIs’)
that reflect the key success criteria for the project, allowing the operator to decide the
details of delivery as the service evolves. However, when concentrating on a small
number of powerful incentives, it is particularly vital to get them right, or to ensure that
they can be adjusted or exchanged if required, to avoid driving the wrong behaviour.
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a clear understanding of the service model

Recent years have seen the emergence of contracts for new government services for
which there is no precedent in the public sector. When a service is entirely new, it can
be difficult to design an effective performance regime before business assumptions
and operating systems have been tried and tested. With inexperienced staff and new
equipment and processes to take into account, it is hard to predict the capabilities of
the proposed business solution. And with no established point of reference as to how to
operate the service, it can be hard to determine the best incentives.

Evenifthe service itself is not new, when a service is outsourced for the first time, there are
new issues to consider during the contracting process. Data about delivery capabilities
and the condition of existing assets might not have been recorded prior to contracting
out. Indeed the tendering process has often been credited with improving the amount
and quality of information available about public services and how they perform.'
In many cases, the service model will have developed incrementally over many years,
and even where it was deliberately designed, knowledge and experience may have
been lost over the years, a process that may be exacerbated through significant staff
turnover immediately before and during the contracting process.
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ing:

the level at which clients purchase services
ty) transferred to the contractor:

= low risk transfer to contractor /
low delivery flexibility

e)

high risk transfer to contractor /
high delivery flexibility

manage it, so that, despite the advantages
s a place for the use of input or process

e (Certainty: The early stages of a project can be affected by high levels of uncertainty,
usually a result of incomplete information about the service model, infrastructure
quality or performance capability. The process of establishing an output-based
payment mechanism to transfer unknown risks can become expensive and time
consuming. Input measures are sometimes used until a service has become
established and it is possible to set effective output or outcome measures, based on
acquired operational knowledge. This initial period can be defined in the contract.

e Assurance: New clients who lack confidence in the contractor, the contracting
process or the service model sometimes seek reassurance by retaining control
of certain inputs. These input measures often become obsolete as the contractual
relationship matures. However, where clients wish to retain the right to control certain
inputs throughout the life of a service, they retain the risk in those areas.

Some risks are not transferrable. The higher the level of purchase, the more likely it is that
delivery will be subject to external risks from variables that cannot be managed by either
client or contractor. The more complex the service, the greater the impact from outside
variables: levels of cleanliness can be controlled by a simple adjustment in approach or
materials used, whereas school attainment levels are subject to a range of individual and
socio-economic factors that cannot be controlled. The impact of outside variables needs
to be taken into account when measures are set and assessed.



the contracting process. Trends such as the development of markets for increasingly
complex services, the shift towards performance contracting, and a drive to explore new
delivery models that focus on outcomes and the user, create conditions of uncertainty
that can cause difficulties for project partners trying to reach financial close.

Projects involving high levels of uncertainty are more likely to require extended
negotiations over payment structures and risk allocation, which can contribute to cost
increases. Alternatively, costs may rise if suppliers are forced to price this risk into their
proposals. In recent years, a number of high profile projects in the defence sector have
experienced significant cost escalations and delays — even cancellations. Typically,
these projects were long-term, large capital risk transfer projects, involving high levels of
complexity and uncertainty, so this sector offers a useful case study for the risks faced
by equivalent projects in other markets.

In response to these problems, there has been a gradual movement to explore more
flexible pricing structures. In 2004, a UK Public Accounts Committee (PAC) report
on major defence projects suggested that ‘using a variety of pricing methods should
allow [the Ministry of Defence] and industry to achieve a fairer risk and reward balance
appropriate to the circumstances of an individual programme’.’® The PAC developed a
simple chart to illustrate their findings about the circumstances when different pricing
models may be appropriate.

19
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approprlate features in the payment and performance mechanism. The result is that
those commissioning public services have available to them a variety of ways of securing
the desired flexibility.

Options for adapting pricing and payment structures under conditions of
uncertainty:

Punctuating the contract period

Contracts can be designed so as to avoid setting measures too far ahead. Options
include making provision in the contract to benchmark or market test the service, or
the inclusion of an appropriate clause for a review of performance measures after a
specified interval.

Pricing structure

Whilst there are obvious benefits from fixed price arrangements, under the right
circumstances, alternative structures offering greater flexibility may provide a better
solution. Cost reimbursement models (such as ‘alliancing’) are the most flexible, but
the customer retains high levels of financial risk. Target cost models are now becoming
more common, for example, where a mid-range target cost is set with client and supplier
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their impact can be limited. The shift toward
better understanding amongst some commit
scene for a broader approach to incentivisa

Lack of certainty: High levels of uncertainty
financial incentives. When the UK National
of the three highly complex PPP deals to fit
system, two years after the first contract was
running’ to review arrangements and make ¢
whether [the measures were] easy or diff
sufficiently aggressive’.'” The link between
that inappropriate incentives are often worse
onerous, they will undermine delivery and n
However, if penalties are too light, then th
regime can outweigh the delivery benefits.

Lack of control: Services which involve risks

by the contractor (for example, outside va

educational attainment or offender recidivi¢

within the contract period), create a partic

effective performance-payment mechanism. However, tne nawure Of SUCN SErvices,
which are often linked to high-level social outcomes, means that it is also particularly
desirable to find ways to incentivise delivery in these areas.'®

Rewards for over-performance: Service contractors have long been disappointed by
a perceived reluctance amongst commissioners to reward service providers for above
target performance.’® Although rewards or credits are more common in newer contracts,
they remain relatively rare. However, as more projects come onto the market where the
desired outcomes include hard-to-transfer risks (such as the high-level social outcomes
described above), that are hard to specify, measure and control, the potential of reward-
based incentives is becoming increasingly apparent.

Unlocking the wider potential of contractual incentives:
The case for reward-based incentives

Penalties drive compliance, whilst rewards can be used to incentivise innovation and
improvement. This can be particularly useful where specific targets are hard to define
in advance, and explains why rewards tend to be more common in services that deliver
complex social outcomes. So, with more such services entering the market, why are
rewards still so rare”?
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rising all the time.

A solution to this dilemma is to use restrictec
only within specified limits. There are severe

One approach is to use a system of credits
rewards, but for offset against penalty poir
performance against a limited number of de
to act as an incentive for performance in tt
to hard to manage risks, so the value of set
rewards earned can be balanced against |
Payment is usually capped at the maximur
the contract, with no penalty failures accruir

Another possible model involves the use of re
payments can be earned, but as before only
an arrangement, the bonus payments are

against individual measures. Instead, total
against total penalty payments accrued. Th
capped at a specified threshold.

Harnessing non-financial incentives

Financial incentives are not the only tools used to manage contractual performance.
The most successful contractual arrangements often combine financial incentives with
other performance drivers, such as non-contractual partnership structures (memoranda
of understanding or statements of shared principles), or reputational drivers (customer
satisfaction surveys, peer review mechanisms or comparative assessment tools that
rank and measure performance against equivalent establishments or services).

The range of non-financial performance management tools used in public service
contracts has broadened in recent years, in line with the shift towards more complex
services, models and expectations.

Commissioners need to become more aware of the potential of non-financial incentives.
Partnership structures, reputational incentives (customer satisfaction, peerreview, league
tables) and cultural or organisational factors are all powerful performance drivers, which
can be used to good effect in complex projects to manage aspects of performance that
are difficult to control under a formal contractual payment mechanism.

25
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is less subjective. However, as issues of quality and customer responsiveness rise up
the agenda in the public service reform debate, and as more frontline services are put
out for tender, there is increasing emphasis on measuring the quality of performance.

Some qualitative assessment takes place at the bid evaluation stage. There are a
number of tools available to assist with this. Multi Criteria Analysis (MCA) techniques help
public authorities to evaluate non-financial criteria (which cannot easily be quantified or
measured) when considering the potential impact of policy proposals, an approach that
can also be used to assess non-financial criteria in bids. The UK Ministry of Defence
uses a specific tool called SIBET (Soft Issues Bid Evaluation Tool) to evaluate soft issues
in procurements.

Perhaps because of the difficulty associated with setting and measuring qualitative
criteria, there has been no clear move to systematise qualitative assessment in
operational contracts. Because it is inherently subjective, qualitative assessment
is rarely relied upon as an exclusive measure of contractual performance. However,
many recent contracts now include some form of qualitative assessment, ranging from
customer satisfaction surveys to peer review mechanisms. There are examples from
individual contracts where innovative approaches to qualitative measurement have been
used as core elements of the performance regime. Lessons from these contracts could
be used more widely.

27
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For qualitative assessment to form an element of the performance payment structure,
quality needs to be easily recognised and defined by objective assessment criteria, so
that the performance risks can be managed.

However, many projects use gualitative assessment as a separate measurement tool in
addition to the formal performance payment regime (in the form of user surveys, peer
review or other tools). Without the challenge of linking to the financial structure of a
project, this approach is often far easier to manage because it increases the flexibility
of a contract and avoids the cost implications and time delays of negotiating complex
measures. In many cases, this approach is both more appropriate and better value.

External assessment

It is important that clients also take external assessment into account when judging
the quality of operational performance, and the reputation of their potential suppliers.
Many significant performance drivers exist outside the structure of formal contracts. The
high profile reports produced by bodies such as the Office for Standards in Education
(OFSTED) or Her Majesty’s Chief Inspector of Prisons (HMCIP) are powerful quality



drivers because they attract such wide at
impact.

Challenge 6: Increasing in
service design and measur:

Some of the approaches described above, L
involve gathering feedback from users abo
feeds into a wider UK government drive to in
citizens in both the design and assessment

The concept of user involvement or citizen ¢
been a strong theme for the current UK Gove
Paper, published in 1999, promised “Respo
services to meet the needs of citizens, not tt
focus on service users has since increased

There has also been a drive by policy mal

increase the flexibility and responsiveness of

for the 2007 Comprehensive Spending Revie | ,

to use the opportunity of the review to develop the national performance management
framework for public services in a way that balances the need for clear strategic goals
at the national level, with the requirement for more personalised responsive service
provision at the local level .2

Services delivered under a contractual performance regime already face the dual
challenge of being flexible enough to respond to citizen needs, whilst operating within a
performance management framework designed to deliver the availability and quality of
service that communities need and expect. Increasingly, however, this dual commitment
plays out in more direct ways.

Most customer facing services, including those delivered under contract, now seek
user feedback in some form, through surveys and other mechanisms. Some contracts
include one or more such mechanisms as part of the formal performance regime, in
some cases linked to the payment regime. However, this usually works best for simple
services, where performance is clearly visible and measurable — and there is a caveat:
user expectations tend to increase as standards rise, making it increasingly difficult and
costly for service providers to achieve high satisfaction scores over time.

29
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3 are also involved in consultation during
ultation roles throughout operation.

that user views are both subjective and
expectations and the difficulties of involving
of complex services, where outcomes are
3s and success may be difficult to define.
mMe thought and innovation, it is possible to
in the development and assessment of even
It may actually be more important.

t:
the risks and challenges of user involvement
pecifications and performance measures

lable and deliverable within the constraints
sary to cover every element of delivery in the

¢ |n operation, the reputational and cost implications of rising user expectations could

be addressed through flexible contractual arrangements that offer opportunities to
introduce new service innovations over time, or to raise alternative revenue streams.
Elements of user experience that the service provider cannot control should not form
part of the contractual performance assessment.®®

For user assessment to be linked to payment, success or failure must be easily
assessable by users, with little or no ambiguity. Separating user assessment from the
formal contractual performance measures allows survey criteria to be adapted more
easily as user needs evolve, which benefits most services, and more complex services
in particular.

The services that need to be most responsive to individual users are often in areas
where users have least control, such as healthcare and custodial services. For different
reasons, the choices for recipients of these services are limited, so that comments
and complaints mechanisms are often used to give users a voice and to gather
valuable information. However, users are more likely to complain than to comment, so
other tools, such as surveys, usually supplement this method of assessment.









- Increased emphasis on accountability
specification of contractual requiremen
means that specific measures are often
of responsibilities between different stal
flexibilities into the contract, in anticipatic
now subject to a number of different
contractual measures, to department:
targets.

- Increasingly, contracts are designed t
particular user needs, taking into accc
well-being. In frontline human services m
and requirements covering specific use
also feature in more contracts, either ¢
separate measurement tools.

- A growing number of contracts now inclu
defined ‘sustainability agenda’, referrin
contribute to projects’ environmental and
environmental criteria, such as waste red
criteria, such as workforce diversity targets.

- The shift to measuring outputs and outcomes does not always see old measures
replaced by new. In practice the scope of the contractual measures may simply be
widened to incorporate new objectives, or in response to new policy initiatives.

Less is more

It is important that those involved in the design and development of contractual
performance regimes remember that less is often more. Incentives to deliver can
function effectively without the need for a specific measure covering every aspect
of delivery. Professional and reputational incentives are powerful motivators for most
service providers, with or without performance measures.?

Commissioners should recognise that a simple, delivery-focused performance regime is
often more effective than a detailed schedule that is prescriptive and resource-intensive,
and thus de-motivating for the operator. Early involvement of operational experts followed
by regular review and adjustment of performance measures helps to avoid unnecessary
proliferation and duplication and to achieve more effective incentives.
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Complexities of long-term contracting

The performance regime for a PFI contract cannot easily be changed or updated after
the contract has been signed without agreement from the funding banks providing the
project capital. Just one small change to the performance measures could alter the risk
profile for a contract significantly. Yet, PFI contracts tend to cover a long-term — some as
long as 35 or 40 years — and PFl is used in a range of service sectors including human
services such as prisons, schools and hospitals where changes in policy priorities and
service needs over time are inevitable.

In 2006, the UK Treasury reviewed the value for money test for the inclusion of soft
services in PFIl projects. A key concern raised by the Treasury was the difficulty in
specifying contracts for complex soft services many years in advance, as required
under long-term PFI contracts.?’



In fact, there are numerous ways to ensure tl
adapt to meet long-term needs. As the rese
the Serco Institute is particularly interestec
contracting. It is evident from this research tr
There are enough examples of the successt
term contracting arrangements to demonstre
yield useful lessons for future projects.

Contract structures that respond to chan

The simplest flexibility solution available to
contracts. Many PFl models incorporate sh
within the broad PFI structure, usually arounc
of large, long-term contracts routinely sub-
and catering, to secure value for money anc

Another mechanism, discussed earlier in
break clauses years or months into operaf
performance measures. Setting contractue
only a few years in advance helps to reduce

negotiation of a project. There is usually no neea 10 ry 10 preqict service neeas Inirty
years ahead, and often little advantage in doing so.

Case studies featured earlier in this report show that some projects incorporate a flexible
performance-payment mechanism, where measures and targets are renewed or even
replaced annually, or six-monthly. Models such as these can be useful, for example,
in high technology contracts, which must be dynamic enough to respond to technical

advances and changing service needs.

The problem faced by the commissioners, procurers, suppliers and users of public
services is that the lessons from successful —and unsuccessful — projects, such as those
examined throughout this report, are not routinely captured, analysed and used. This is

discussed in the following chapter.
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, models and measures used in many recent

Jblic service markets: as services become

1e market, and as markets mature, customer
diu UiliZEl expelduulis Gulitnue W 1ise. mowever, as the case studies throughout this
report demonstrate, different approaches to performance management work better
under different circumstances. More sophisticated models are only more effective if they
are right for the service in question. The problem is that lessons about what works, where
and when, are not being effectively captured and applied, and access to commissioning
and procurement teams with the skills required to deliver good results is not always
available.

Materials that seek to capture lessons from performance contracting in the form of
generic guidance are of limited practical use. For the lessons to add real value, they
must be studied in their particular context, and then adapted to the specific needs
and circumstances of each individual project. This assumes that those using the
guidance materials possess — or can access — appropriate knowledge of the service in
question, and appropriate experience in designing and managing a performance-based
contractual regime. This is not always the case.

Building better systems
e Capturing and transferring best practice

The quality of contractual performance measurement varies enormously, both within
and between sectors. In some areas, performance measurement (and contract
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