SYMBOL 227 \f "Symbol" Commonwealth of Australia 2009
ISSN
1328 181X
ISBN
978 1 74037 266 4
This work is subject to copyright. It has been produced by the Steering Committee for the Review of Government Service Provision (SCRGSP). Apart from any use as permitted under the Copyright Act 1968, no part may be reproduced by any process without prior written permission from the Attorney-General’s Department. Requests and inquiries concerning reproduction and rights should be addressed to the Commonwealth Copyright Administration, Attorney-General’s Department, Robert Garran Offices, National Circuit, Canberra ACT 2600.

The Productivity Commission acts as the Secretariat for the Steering Committee.

Secretariat
Steering Committee for the Review of Government Service Provision
Productivity Commission
LB 2 Collins Street East Post Office
Melbourne  VIC  8003

Level 28
35 Collins Street
Melbourne  VIC  3000

Tel:
(03) 9653 2100 
 or Freecall:
1800 020 083

Fax:
(03) 9653 2359
Email:
gsp@pc.gov.au
http://www.pc.gov.au/gsp

Suggestions:

The Steering Committee welcomes suggestions on the information contained in this Report. Please direct your suggestions to the Productivity Commission Secretariat at the above address.

An appropriate citation for this Report is:


SCRGSP (Steering Committee for the Review of Government Service Provision) 2009, Report on Government Services 2009, Productivity Commission, Canberra.

Foreword

The Report on Government Services was commissioned by Heads of Government (now COAG), to help improve the effectiveness and efficiency of government services. This is important to us all: everyone relies on government services at different stages of their life, and services are particularly important for the more disadvantaged members of society. Improving government services is also important economically. Governments spent over $132 billion on the services covered in this year’s Report, more than 70 per cent of their recurrent expenditure, equivalent to around 13 per cent of Australia’s gross domestic product. 

During 2008, COAG emphasised the importance of comparative performance reporting as part of its reform of Specific Purpose Payments. COAG has agreed to six new National Agreements, covering healthcare, education, skills and workforce development, affordable housing, disability and Indigenous reform. Five of these are associated with a Specific Purpose Payment providing funding to the states and territories. The National Agreements set out mutually agreed objectives, outputs, outcomes and performance indicators. Performance will be monitored by the COAG Reform Council and the Steering Committee has been tasked by COAG with providing performance data to the Council. 

Many of the performance indicators in the National Agreements overlap with indicators in this Report. COAG has asked that Senior Officials and Heads of Treasuries undertake a review of the Report in 2009. The review will ensure that this Report and the National Agreements are appropriately aligned, and provide the opportunity to improve this Report’s scope and processes.
As always, the production of this report relies on the participation of people from many government departments and agencies. On behalf of the Steering Committee, I would like to thank the members of the twelve working groups that constitute the ‘engine room’ for this Report. I would also like to thank the many statistical bodies, including the ABS and AIHW, that provide invaluable advice and assistance. My thanks also to the Review Secretariat within the Productivity Commission, which supports the Steering Committee and working groups, and produces the Report.

Gary Banks
Chairman

January 2009
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Glossary

Definitions of indicators and other terms can also be found at the end of each chapter.
	Access
	Measures how easily the community can obtain a delivered service (output). 

	Appropriateness
	Measures how well services meet client needs and also seeks to identify the extent of any underservicing or overservicing. 

	Constant prices
	See ‘real dollars’.

	Cost effectiveness
	Measures how well inputs (such as employees, cars and computers) are converted into outcomes for individual clients or the community. Cost effectiveness is expressed as a ratio of inputs to outcomes. For example, cost per life year saved is a cost effectiveness indicator reflecting the ratio of expenditure on breast cancer detection and management services (including mammographic screening services, primary care, chemotherapy, surgery and other forms of care) to the number of women’s lives that are saved.

	Current prices
	See ‘nominal dollars’.

	Descriptors
	Descriptive statistics included in the Report that relate, for example, to the size of the service system, funding arrangements, client mix and the environment within which government services are delivered. These data are provided to highlight and make more transparent the differences among jurisdictions.

	Effectiveness
	Reflects how well the outputs of a service achieve the stated objectives of that service (also see program effectiveness).

	Efficiency
	Reflects how resources (inputs) are used to produce outputs and outcomes, expressed as a ratio of outputs to inputs (technical efficiency), or inputs to outcomes (cost effectiveness). (Also see ‘cost effectiveness’ and ‘technical efficiency’.)

	Equity
	Measures the gap between service delivery outputs or outcomes for special needs groups and the general population. Equity of access relates to all Australians having adequate access to services, where the term adequate may mean different rates of access for different groups in the community (see chapter 1 for more detail). 

	Inputs
	The resources (including land, labour and capital) used by a service area in providing the service.

	Nominal dollars
	Refers to financial data expressed ‘in the price of the day’ and which are not adjusted to remove the effects of inflation. Nominal dollars do not allow for inter-year comparisons because reported changes may reflect changes to financial levels (prices and/or expenditure) and adjustments to maintain purchasing power due to inflation.

	Output
	The service delivered by a service area, for example, a completed episode of care is an output of a public hospital.

	Outcome
	The impact of the service on the status of individuals or a group, and the success of the service area in achieving its objectives. A service provider can influence an outcome but external factors can also apply. A desirable outcome for a school, for example, would be to add to the ability of the students to participate in, and interact with, society throughout their lives. Similarly, a desirable outcome for a hospital would be to improve the health status of an individual receiving a hospital service.

	Process
	Refers to the way in which a service is produced or delivered (that is, how inputs are transformed into outputs).

	Program effectiveness
	Reflects how well the outcomes of a service achieve the stated objectives of that service (also see effectiveness).

	Quality
	Reflects the extent to which a service is suited to its purpose and conforms to specifications.

	Real dollars
	Refers to financial data measured in prices from a constant base year to adjust for the effects of inflation. Real dollars allow the inter-year comparison of financial levels (prices and/or expenditure) by holding the purchasing power constant.

	Technical efficiency
	A measure of how well inputs (such as employees, cars and computers) are converted into service outputs (such as hospital separations, education classes or residential aged care places). Technical efficiency reflects the ratio of outputs to inputs. It is affected by the size of operations and by managerial practices. There is scope to improve technical efficiency if there is potential to increase the quantity of outputs produced from given quantities of inputs, or if there is potential to reduce the quantities of inputs used in producing a certain quantity of outputs. 

	Unit costs
	Measures average cost, expressed as the level of inputs per unit of output. This is an indicator of efficiency.


Terms of Reference

The Review, to be conducted by a joint Commonwealth/State and Territory Government working party, is to undertake the following:

· establish the collection and publication of data that will enable ongoing comparisons of the efficiency and effectiveness of Commonwealth and State Government services, including intra‑government services. This will involve:

· establishing performance indicators for different services which would assist comparisons of efficiency and effectiveness. The measures should, to the maximum extent possible, focus on the cost effectiveness of service delivery, as distinct from policy considerations that determine the quality and level of services; and

· collecting and publishing data that are consistent with these measures. The Review should also address the procedures for the ongoing collection and publication of benchmark data; and

· compile and assess service provision reforms that have been implemented or are under consideration by Commonwealth and State Governments.

The Review will cover all major types of reform, including those involving the separation of policy development from service provision. Case studies of particular reforms could be provided where appropriate.

The Review will need to keep abreast of developments in other relevant reviews and working parties, including the Commonwealth/State Government working party (initiated by the Council of Australian Governments) investigating Commonwealth/State Government roles and responsibilities.

