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1. INTRODUCTION

1.1 Background

The context within which the Public Employment
Services (PES) operate in the European Union (EU)
has undergone profound changes, and the present
situation is characterised by a combination of re-
duced budgets, increasing diversity of target groups
and rising demands of accountability and organisa-
tional performance. The 75 9% employment rate
target of the Europe 2020 Employment Strategy
is one of several performance goals faced by PES
across the EU. Evidence-based employment ser-
vices, private actors entering the market for em-
ployment training and other employment services,
as well as increased use of management-by-objec-
tives tools, are some of the tendencies that add
to complexity. ! This is coupled with a drive to re-
duce bureaucracy and new ways of interacting with
citizens, e.g. higher levels of empowerment, in-
creased digitisation of services, etc.

Overall, these contextual changes create a strong
need for methods of assessing, as well as influenc-
ing, the efficiency of PES. Even though different
techniques have been applied across PES organisa-
tions in Member States, it seems that no PES as yet
has put together a comprehensive and integrated
system for assessing process efficiency.

1.2 Purpose and scope

Given the changing operational context for the PES
described above, there is a need for both more
knowledge and cross-cutting perspectives on the
use of and prospects for process efficiency tech-
niques within PES. Besides increasing the knowl-
edge about the techniques being used and what
they entail, it is important to shed light on the
barriers and drivers for using process efficiency
techniques, as well as what might be done at
the EU level and within Member States to enable

1 European Commission (2013), Making the Business Case
for Public Employment Services: Cost-benefit analysis and
productive efficiency analysis.

a more widespread use of efficiency techniques.
This paper will endeavour to fulfil these knowledge
needs by addressing the following questions:

e What process efficiency techniques are being
used by the PES in, as well as outside, the EU?

e What experience exists on the use of these
techniques especially regarding
implementation, perceived effect and
prerequisites?

e What are the barriers and drivers for using
process efficiency techniques within the PES
in the EU?

e What are the methodological, political, legal,
technical, and institutional issues to be
considered and addressed to enable the
introduction of a wider use of efficiency
models?

The paper is organised as follows: Section 1 pre-
sents the current situation of the PES, and outlines
the purpose and extent of this study. Section 2
begins by explaining the analytical perspective
of the study, followed by a presentation of the
methodological approach. Section 3 presents and
analyses the process efficiency techniques that
constitute ‘analytical tools’ that were found rele-
vant through the literature review. Section 4 simi-
larly covers the process efficiency techniques that
constitute ‘change tools’. Section 5 contains
a cross-cutting discussion where we begin by draw-
ing out and summarising the most important points
regarding the implementation of and experiences
with process efficiency techniques. This is followed
by a concluding discussion about the methodologi-
cal, political, legal, technical, and institutional issues
to be considered to enable a wider use of efficiency
techniques.



2. ANALYTICAL PERSPECTIVE
AND BASE OF LITERATURE

2.1 Analytical perspective and focus
of the paper

A key concern for the achievement of a high level
of process efficiency within PES is how to increase
cost-effectiveness, i.e. securing a high degree
of return on investment in PES services and meas-
ures to achieve PES objectives.? When analysing
the efforts within PES to achieve these aims, it is
important to distinguish between two equally im-
portant concepts: efficiency and effectiveness.
Efficiency is about using the ‘right’ methodologies
in order to skilfully manage resources and thus
maximise returns. Effectiveness is about achieving
the ‘right’ outcomes by meeting the demands and
expectations of various stakeholders.

To get a clearer image of the relationship between
efficiency and effectiveness, it can be helpful
to relate it to the four main components of PES
in the following model *:

2 HoPES - Working Group. PES Efficiency Working Group,
Final report, October 2013.

3 Model by Ramboll illustrating the main components
of PES: Resources; Organisation; Activities/services;
Outcomes/impacts.

Figure 1: Main components of PES

The efficiency and effectiveness of PES are inter-
linked and cannot be isolated from each other, but
to illustrate how the two terms work with regard
to the functioning of PES, efficiency primarily con-
cerns the first three components, namely Resourc-
es, Organisation and Activities/services (i.e. ‘using
the “right” methodologies’), whereas effectiveness
is more concerned with the last component, out-
comes/impacts (i.e. ‘achieving the “right” out-
comes’). This paper’s approach to studying effi-
ciency techniques in PES is to be both aware of the
overall PES model containing all four components
and to ensure clarity on the differences between
efficiency and effectiveness. Therefore, the pre-
sent study of process efficiency techniques main-
tains a clear analytical strategy by focusing
on techniques aimed at Resources, Organisation
and/or Activities/services of PES. Techniques aimed
at Outcomes/impacts will thus only be mentioned
when relevant to the former. A typical example
of the latter includes techniques aimed at measur-
ing or improving the effectiveness of active labour
market programmes (ALMP).

In presenting the relevant process efficiency tech-
niques, the paper includes both techniques that
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seek to gain knowledge about efficiency (‘analyti-
cal techniques’), e.g. cost-benefit-analysis, and
techniques that are aimed directly at increasing
efficiency (‘change techniques’), e.g. LEAN.

It is important to note that techniques aimed
at optimising Resources, Organisation or Activities/
services without looking at Outcomes/impacts run
the potential risk of sub-optimising, i.e. over-em-
phasising the reduction of process related costs
to the extent that it has a negative impact on the
outcomes. Where there is a significant risk of this,
it will be highlighted in the study.

2.2 Search strategy and delineation
of literature sources

Given the broad range of process efficiency tech-
niques, it remains outside the scope of the assign-
ment to perform a full-scale systematic review
(based on keyword search) of all literature about
process efficiency techniques applied with the
EU public sector. Nonetheless, the research in-
cludes a thorough review of existing literature and
organisational studies. The methodological ap-
proach to this review has first and foremost been

based on snowballing-searches # that take the
starting point in different PES documents, in par-
ticular from the European Commission, but also
from Member State PES institutions. This has re-
sulted in a large body of documents from the PES
network, but also documents from Member States
PES and texts from outside the PES, e.g. OECD
reports, and academic journal articles.

These documents range from different types
of reports and PEER PES papers, to explanatory
notes and official web pages. When relevant docu-
ments were identified they were listed and coded.
Finally, we have drawn from these documents es-
sential knowledge about the use of process effi-
ciency techniques, i.e. experiences on implementa-
tion, transferability, and measured or perceived
effects on efficiency. This information has been
analysed and synthesised, enabling us to draw
conclusions on the application of process efficien-
cy techniques.

4 Snowball sampling is used to obtain research and
knowledge, using reference lists and other references
of a pool of literature to find new relevant literature
on the subject matter. The term ‘snowball sampling’
reflects an analogy to a snowball increasing in size
as it rolls downhill.



5. PROCESS EFFICIENCY TECHNIQUES:
ANALYTICAL TOOLS

This chapter describes the different efficiency
techniques that are present in the selected litera-
ture. The techniques will be divided into two sub-
categories: ‘analytical tools’ (e.g. cost-benefit
analysis) and ‘change tools’ (e.g. LEAN and Perfor-
mance management).

3.1 Cost benefit analysis (CBA)
3.1.1 Characteristics

Cost benefit analysis (CBA) is an analytical tech-
nique that is used to compare different courses
of action in order to identify the optimal choice.
A CBA compares various alternatives to ascertain
which creates the biggest benefit (often measured
as highest economic gain/outcome) at the lowest
cost. CBA> makes it possible to compare different
positive as well as negative effects (for different
actors) of different courses of action by measuring
these using a common yardstick: most often
money.®

3.1.2 Field of application

CBA can in theory be applied equally well to com-
pare either different ways of organising service
delivery (i.e. a process/efficiency focus) or the end-
user effects of different activities/programmes (i.e.
an outcome/effectiveness focus). The first way
of using CBA constitutes an assessment of the
productive efficiency of the actions in question,
while the second use of the tool is about judging
different alternatives according to their allocative

efficiency.”

5 A similar technique is the cost effectiveness analysis
(CEA) that compares different alternatives, assessing
which creates the highest effect for the lowest cost.

It is thus necessary within a CEA to compare alternatives
whose effects are comparable, i.e. measured in the
same way.

6 European Commission (2013), Making the Business Case
for Public Employment Services: Cost-benefit analysis and
productive efficiency analysis (page 7-8).

7 Ibid. (page 8).

The use of CBA within PES in the EU is increasing,
but still not very widespread. ® When this tool
is applied, it is mostly used to assess and compare
the allocative efficiency of PES offices in order
to identify the outcome objectives most useful
when operationalised to help unemployed people
into employment. There are also a smaller number
of examples of CBAs relating to productive effi-
ciency, e.g. investigating the costs and benefits
of increasing the number of counsellors in PES of-
fices. A recent example comes from Germany
where it was investigated what influence the use
of additional personnel in counselling activities for
a specific target group had on off-flow rates®. The
analysis calculated the potential savings as well
as societal gains compared to the costs of the ad-
ditional staffing.

When CBA is used to compare the allocative effi-
ciency of different alternatives, it is mostly aimed
at analysing the ability of different active labour
market programmes (ALMPs) to help the unem-
ployed get a job. In these analyses, all the costs
and benefits of the transition have to be estimat-
ed in order to calculate the total positive or nega-
tive economic sum of this transaction. Numerous
factors have to be taken into account, i.e. both the
costs and benefits of the individual getting a job
and the wider societal impact. 1°

A recent survey among EU Member States about
the use of CBA ! has shown that out of the seven-
teen countries that participated in the survey, eight
of them replied positively to the statement that ‘a
concept for cost-benefit analysis [is] in place in your

8 4th PES to PES Dialogue Dissemination Conference
(2014), PES organisation and service delivery:
digitalisation, decentralisation, performance and
activation (page 16).

9 European Commission (2013), Making the Business Case
for Public Employment Services: Cost-benefit analysis and
productive efficiency analysis (p. 12)

10 European Commission (2013), Making the Business Case
for Public Employment Services: Cost-benefit analysis and
productive efficiency analysis (page 9).

11 Ibid. (page 10).
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Cost-Benefit Analysis in other policy areas

We have briefly covered cost-benefit analysis
approaches applied in PES boundary areas in or-
der to provide inspiration on how cost-benefit
has been used in somewhat similar areas rele-
vant to PES. In the following we highlight two
experiences from the Danish Ministry of Social
Affairs and University of Loughborough in the
UK, both in the area of disadvantaged families.

University of Loughborough, the UK
University of Loughborough has developed
a bottom-up cost-benefit analysis model to cal-
culate cost and benefit ratios of various preven-
tive measures in the area of supporting disad-
vantaged families.

What makes the Loughborough case special
is that, unlike most cost-benefit analyses which
are often carried out with a top-down approach,
the Loughborough model takes a bottom-up ap-
proach of costing preventive social services
as well as reactive measures towards families
in need of more intensive social services. The
CBA is based on time-studies of real cases
of social workers’ and other practitioners’ prac-
tices towards individual families and children.
By breaking down hours spent by various groups
of professionals in social services on concrete
activities and calculating salary costs and over-
head costs of each group of professionals and
overhead costs related to their practice, precise
costs of measures applied in social services can
be calculated.

The Loughborough model provides standard
prices. Thus, the method provides a strong base
for benchmarking costs of various methods ap-
plied, including factors such as social worker/
family ratio (case-load). Furthermore, the
Loughborough model analyses effects of vari-
ous approaches and methods. Hereby, the cost-
benefit ratio can be calculated for concrete
methods applied in social services.

The Loughborough model comprises eight pro-
cesses calculated and aggregated: i) screening
and decision on target group and measure to be
applied, ii) action plan, iii) actual methods and
measures provided, and iv) bringing the child
back to family or network. These first four steps
are included in all costing analyses. The remain-
ing four steps are applied only for some children:
v) re-screening and new measures applied, vi)
follow-up, vii) legal process, and viii) further sup-
portive measures.

The Loughborough model provides data on:

1. 'The good circle”: Children experiencing continuity
in the placement away from their family. Group 1
children have much higher effects than group 2
and costs for group 1 in the first 20 months are
around 10% of group 2 children.

2. 'The vicious circle’: Children experiencing many
changes in accommodation also risk losing contact
to their family, exclusion from school, etc. Group 2
children cost around ten times as much as group 1
children.

Ministry of Social Services, Denmark
Ramboll Management Consulting has conducted
an extensive cost-benefit analysis of preventive
measures for disadvantaged families on behalf
of the Danish Ministry of Social Affairs. The
analysis calculates costs of four evidence-based
methods: Multi-Systemic Therapy (MST), Multi-
Dimensional Treatment Foster Care (MTFC), Di-
nasaur School/The Incredible Years, and Network
based placements.

As the four programmes are heavily evidence-
based, in the way that several evaluations and
randomised controlled trials have been conduct-
ed, and as the programmes are based on scripted
methods, Ramboll has provided solid cost calcula-
tions and effects ratios. Based on this, solid cost-
benefit ratios of the four preventive programmes
are calculated demonstrating a strong business
case in applying these programmes.

Furthermore, Ramboll has developed a munici-
pality costing model aimed at municipalities
calculating their own local business cases. Thus,
municipalities can choose to include only bene-
fits for municipal finances, excluding societal
benefits such as those provided in the hospital
sector and police and courts sector which do not
constitute municipal benefits and therefore not
to be harvested in the short run by the munici-
pality, faced with choosing to apply one of the
preventive programmes. Also, municipalities can
choose to increase or decrease projected effects
ratios based on a local analysis of the ability
to achieve higher or lower effects than in the
models. In this way, municipalities can end
up with a local model owned by themselves and
therefore constituting a business case model
that they believe in when choosing local strate-
gies and measures to be applied for various tar-
get groups and individual families.




PES.’ 12 Further investigation among these countries
indicated that the CBAs are mostly carried out
as ‘partial/limited CBAs’ in the sense that only
a proportion of the relevant costs and benefits
of the components considered were included in the
CBA. These ‘partial CBAs’ typically ignore ‘incom-
mensurable’ benefits, e.g. increased well-being (es-
pecially mentally) of job seekers who get into em-
ployment for instance because of the development
of personal abilities and potentials or greater career
security. 1

One of the examples of a full scale CBA was under-
taken in Germany ** and concerned the use of ad-
ditional case workers in counselling activities for
a specific target group. The impact of this staff in-
crease on the flow of unemployed into employment
is measured, and the aim of the analysis is to check
whether the savings and societal benefits from the
initiative are comparable to the additional staffing
cost. Another example comes from the Netherlands
where experimental studies have been done to as-
sess the effects of increasing e-service provision
and of the reduction in re-integration budgets
on the duration of unemployment spells and the
payment of unemployment benefits.

3.1.3 Experience gained

As mentioned above, the use of Cost Benefit Anal-
ysis and Cost Effectiveness Analysis within EU PES
is still scarce and this is reflected in the experience
base. Examples of countries where CBA is used
to some extent within PES include Germany, the
Netherlands, and Sweden, whereas Bulgaria and
Spain have performed semi CBAs. * Some of these
countries report positive impacts from including
CBAs in their decision-making processes, while
other countries state that the lack of sufficient
data and/or the characteristics of the political pro-
cess hinder the use of CBA. In summary, it is im-
portant to note that even though CBAs are being
used increasingly in PES, it is often not applied
systematically and often replaced by other types
of evaluations even when a CBA would be very
appropriate for the situation. '’

12 Ibid. (page 10).

13 European Commission (2013), Making the Business Case
for Public Employment Services: Cost-benefit analysis and
productive efficiency analysis (page 4).

14 Ibid, (page 12).

15 Ibid. (page 12).

16 Ibid. (page 12).

17 Ibid. (page 26).

11

A number of conditions must be met before sys-
tematic CBAs can take place and support the de-
cision-making process. Firstly, explicit policy choic-
es are a central prerequisite for CBA/CEA. It is thus
necessary, before performing a CBA/CEA, to be
clear on what the possible policy alternatives en-
tail. Another crucial point is that sufficient data
should be available so that the CBA can include
sound knowledge of all the relevant costs and
benefits of the alternatives being compared. '8 Of-
ten costs of increased staffing can be calculated
from budgets, whereas data on the cost of in-
creased use of support functions within PES of-
fices as well as data on the wider societal benefits
of increased efficiency are less readily available.

3.2 Data Envelopment
Analysis (DEA)

3.2.1 Characteristics

Data Envelopment Analysis (DEA) is a methodo-
logical framework for modelling and thus measur-
ing productive efficiency of production units
(known as ‘decision making units’ [DMUs]), be it
private firms or public service provider offices. *°
Within the DEA framework, different models can
be estimated to measure the productive efficiency
of units in a given setting. PES in most cases are
unable to influence the amount of resources they
receive, and DEA models will often focus on meas-
uring the levels of outputs produced for a given
level of resource input, e.g. how can case workers
carry out more interviews without increasing their
working hours?

Put simply, a DEA can be used to investigate these
kinds of questions by modelling a function of the
different outputs of the production unit and from
this calculate a ‘production frontier’, i.e. the high-
est level of outputs at a given level of inputs. The
difference between the production of each unit
and this production frontier expresses the ineffi-
ciency of that unit, understood as how much more
output the unit should be able to produce with the
same level of inputs. 2°

18 Ibid. (page 8-9).

19 Andersson, C., Mansson, J., Sund, K. (2013), Technical
efficiency of Swedish Employment Offices. Socio-
Economic Planning Sciences. 48. 57-64 (page 57).

20 European Commission (2013), Making the Business Case
for Public Employment Services: Cost-benefit analysis and
productive efficiency analysis (page 19).
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3.2.2 Field of application

There exists a body of scientific literature where
DEA is applied to measuring the productive effi-
ciency of PES offices in EU Member States, as well
as other countries. In one of the first studies, Cavin
and Stafford (1985)2! analysed PES in the US; Torg-
ersen et al. (1996) %2 and Torp et al. (2002) > stud-
ied PES in Norway; and Sheldon (1999), Vassiliev
et al. (2006)24 and Ramirez and Vassiliev (2007)?°
looked at PES offices in Switzerland, to name but
a few. Yet there is very sparse evidence suggesting
that DEAs are being carried out or results from
DEAs are being applied by PES offices or other PES
authorities within the EU. % An exception to this ten-
dency is that after the publication of an influential
DEA study in Sweden in 2013 (Andersson et al.
[2013]) #, the Swedish government has instructed
the PES in Sweden to adopt and develop the DEA
as an important component in their ongoing perfor-
mance monitoring. 28

3.2.3 Experience gained

The scientific literature on efficiency of PES offices
indicates that DEA is the predominant and best
suited framework for analysing productive efficiency

21 Cavin, E. and Stafford, F. (1985). Efficient provision
of employment service outputs: A production frontier
analysis. The Journal of Human Resources, 20:484-503.

22 Torgersen, A, Forsund, F. and Kittelsen, S. (1996).
Slack-adjusted efficiency measures and ranking
of efficient units. The Journal of Productivity Analysis,
7:379-98.

23 Torp, H., Edvardsen, D. and Kittelsen, S. (2000). Evaluering
av formidling — En effektivitetsanalyse
av arbeidskontorenes samlete virksomhet basert pa DEA
(Evaluation of employment service — An efficiency
analysis of the activities of employment offices based
on DEA). Institutt for samfunnsforskning og Stiftelsen
Frischsenteret for samfunnsgkonomisk forskning 2000;
ISF-rapport 2000:8.

24 Vassiliev, A, Ferro Luzzi, G., Fliickiger, Y. and Ramirez, J. V.
(2006). Unemployment and employment offices’
efficiency: What can be done? Socio-Economic Planning
Sciences, 40:169-86.

25 Ramirez, J. and Vassiliev, A. (2007). An efficiency
comparison of regional employment offices operating
under different exogenous conditions. Schweizerishe
Zeitschrift fur Volkswirtschaft und Statistik, 143:31-48.

26 European Commission (2013), Making the Business Case
for Public Employment Services: Cost-benefit analysis and
productive efficiency analysis (page 19).

27 Andersson, C., Mansson, J., Sund, K. (2013).Technical
efficiency in Swedish employment offices. Under revision
for Socio-economic Planning Science.

28 European Commission (2013), Making the Business Case
for Public Employment Services: Cost-benefit analysis and
productive efficiency analysis (page 21).

within PES.2° The DEAs that have been performed
on PES, both within and outside the EU, have gener-
ally identified substantial potential for improving
productive efficiency with large variations both
within countries and when looking at studies from
different countries. Cavin and Stafford (1985) in the
US found cost savings potential of 27 %; Sheldon
(1999) 3¢, Vassiliev et al. (2006), and Ramirez and
Vassiliev (2007) identified an average inefficiency
of 5% in Switzerland; and the recent Andersson
et al. (2013) study found inefficiencies of between
8% and 15%.

Looking at the DEA studies described above, it is
important to note that none of them take a com-
parative perspective by looking at PES offices
in more than one country. 3! Based on these studies
it is thus not possible to compare Member States
or to identify a best practice in the EU. Another im-
portant point is that a DEA in itself does not shed
light on the causes of inefficiencies, and very few
studies use the DEA as a basis for going further and
analysing these causes. In particular, very few stud-
ies dig deeper to shed light on the identified inef-
ficiencies in the PES offices. Moreover, the academic
debate is ongoing about the correct way of carrying
out DEAs.

In order to perform a DEA it is crucial to define and
measure inputs and outputs (production) in the
same way across the units, e.g. through PES offices,
being compared. 32 This can often be done when
comparing production units of the same type within
one country, but it can be very difficult applying DEA
to compare units within different Member States,
because these can be expected to function under
different conditions and demands. A possible solu-
tion to this is to use clustering where units (i.e. PES
offices across Member States) with similar contex-
tual characteristics are grouped in clusters that
make comparisons more valid.

It is also important to mention that even a seem-
ingly ‘objective’ methodological framework like DEA
involves important decisions about, e.g. what kind
of outputs to measure, or how to weigh outputs

29 Ibid. (page 21).

30 Sheldon G. (2003). The efficiency of public employment
services: A nonparametric matching function analysis for
Switzerland. Journal of Productivity Analysis, 20:49-70.

31 European Commission (2013), Making the Business Case
for Public Employment Services: Cost-benefit analysis and
productive efficiency analysis (page 19).

32 Ibid. (page 23).



against each other. ** Making these decisions is not
only a technical matter, but requires, among other
things, prioritising between policy outcomes and
making political claims as to the relative impor-
tance of outputs, outcomes, etc.

3.3 Evaluations of programmes
or ways of organising

3.3.1 Characteristics

An evaluation is a systematic determination of
a subject’s merit, worth and significance, using cri-
teria governed by a set of standards. Evaluations
can thus assist an organisation, programme or pro-
ject to ascertain the effect, achievement or value
of an intervention or initiative in regard to its aim
and objectives. Evaluations can be done in numer-
ous different ways, it is important to distinguish
between qualitative and quantitative evaluations.
Quantitative evaluations are mostly focused on as-
sessing the output or outcome of a given pro-
gramme or way of organising service delivery - i.e.
to what extent is the desired output or outcome
achieved? Especially when doing quantitative evalu-
ations it is very important to apply a counterfactual
approach, i.e. comparing citizens or organisations
affected by the programme under study with a sim-
ilar group of citizens or organisations that have not
been affected by the programme. The purpose
of this is to make sure that the outcome identified
in the evaluation can actually be ascribed to the
programme and is not a result of factors outside
of the programme.

Qualitative evaluations on the other hand are bet-
ter suited for investigating why or how a pro-
gramme or way of organising service delivery
works - i.e. what makes it produce the identified
output or outcome? In this way a qualitative evalu-
ation can be used to support the identification
of why particular measures or processes work well
or fail to meet expectations. It can thus help ‘open
the black box’ of programmes and models for or-
ganising service delivery. 3

33 E.g. whether any person entering into some kind
of employment ‘counts the same’ in the analysis
or whether more weigh is given to full-time jobs
compared to part-time jobs and different kind
of supported occupation.

34 PES (2013), Public Employment Services’ Contribution
to EU 2020. PES 2020 Strategy Output Paper.
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Evaluations can enable reflection and assist
in the identification of a need for change. A number
of different kinds of evaluation models are used
in PES. The most common ones are non-exper-
imental estimates and pilot studies, whereas ran-
dom-assignment experiments are used in a smaller
number of countries (e.g. UK, the Netherlands and
Denmark) *. Systematically conducted evaluations
that apply a counterfactual approach (e.g. ran-
domised controlled trials) can generate more quali-
fied knowledge of which services or programmes
are the most effective, they also emphasise the
importance of high quality implementation, thus
addressing the need to find out if implementation
is conducted efficiently.

3.3.2 Field of application

Systematic evaluation is becoming more common-
place in the PES 6. Germany has introduced a re-
quirement that all Active Labour Market Policies
(ALMPs) should be evaluated and the UK also has
a long tradition of combining pilot studies and de-
tailed evaluations. The use of evidence-based ac-
tivities is a way of securing an effective use of the
public finances as it ensures that the money spent
on the services - if implemented correctly - should
lead to good results. While this ensures that there
is a focus on the overall effectiveness of the initia-
tives, it does not necessarily ensure that the im-
plementation of the services is done efficiently.
The use of evidence-based services is a means
to ensure that the services delivered are effective,
but it does not ensure that they are efficient,
as these effective services can often operate
in different ways and with different degrees of ef-
ficiency. Thus, an effect evaluation does not (nec-
essarily) put the same impetus on the efficiency
of the processes as cost-effectiveness analysis
or DEA. The analysis of effects and the focus
on ensuring a scientific basis for the implementa-
tion of public services is, however, very relevant
and could work very well in conjunction with both
CBA and DEA. It is not an ‘either/or’, but more
a question of combining the different approaches
and tools in order to ensure both the most effec-
tive outcomes and efficient processes for the PES.

35 OECD (2005), OECD Employment outlook (page 224).

36 PES to PES Dialogue (2013), Performance Management
in Public Employment Services. Toolkit for Public
Employment Services.
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3.4 Overview of the different analytical tools

The efficiency tools described in this section are summarised in the following table:

Table 1: Process efficiency analytical tools

Cost benefit

PURPOSE

To compare different

CHARACTERISTICS

Measures (usually in

FIELD OF
APPLICATION

Increasing but still

EXPERIENCE GAINED

Some countries report

inefficiencies.

efficiency; each unit
is compared with a
'‘productive frontier'
that expresses the
efficiency of similar
units at a given level
of inputs.

few PES authorities
use DEA.

In 2013-2014 the
Swedish government
instructed PES in
Sweden to begin
adopting and
developing DEA as a
tool for monitoring.

analysis alternatives/courses money) both costs limited use within PES | positive impacts of
(CBA) of action and thus and benefits of the in the EU. these analyses, but
determine the most alternatives under the experience base is
optimal choice. study. Is mostly used to still limited.
assess and compare
Important to include | the allocative Countries often report
all costs and benefits | efficiency of PES lack of sufficient
both for the citizen, offices within one data, e.g. cost of
PES as institution and | country. secondary benefits.
society at large. Has not been used to
compare PES across
countries.
Data To compare the Methodological Widespread use Academic literature
Envelopment efficiency of units framework for within the academic suggests that DEA is
Analysis (e.g. PES offices) and | modelling and thus literature studying the best suited
(DEA) thus determine measuring productive | PES offices, but very | framework for

analysing productive
efficiency within PES.

Academic studies
have found productive
inefficiencies in PES
offices in various
countries of between
5 % and about 30 %.

Requires very
systematic data on
productivity which
can be hard to obtain,
especially when the
‘product’ is complex
like within PES.

Evaluations

To systematically
determine a subject's
merit, worth and
significance. This can
be expressed for
instance as whether
the programme/way
of organising works
or why/how it works.

Is based on criteria
governed by a set of
standards.

Can be done in many
different ways, e.q.
quantitatively
(randomised
controlled trials, etc.)
or qualitatively.

Systematic evaluation
is becoming
commonplace in the
PES especially
non-experimental
estimates and pilot
studies.

Evaluations can help
put focus on the
scientific basis for
PES services and
could work well in
conjunction with both
CBA/CEA and DEA.

Requires time for
data collection often
by the PES officers
or case workers who
deliver the
programmes.
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4 PROCESS EFFICIENCY TECHNIQUES:

CHANGE TOOLS

4.1 Performance management

Performance management has for a number of
years been a crucial instrument in many PES, as
documented in a number of papers published by the
European Commission. Budgetary constraints and
the need for effective interventions have led to the
development and use of performance management
systems in PES in all Member States.>”

4.1.1 Characteristics

Performance management techniques are used
as a tool to set up targets and monitor perfor-
mance, and thereby promote accountability and
effective service delivery.*® Using performance
management models enables management
to monitor and manage the performance of PES —
the overall system, its different units and employ-
ees — and to align their objectives and efforts and
thus facilitate the effective delivery of strategic and
operational goals. Well-functioning performance
management systems can thus help make the busi-
ness case for specific services, or teams, and they
allow management to see where savings can
be made. The use of performance management
models helps secure continuous improvement
by identifying the most efficient services (e.g.
through benchmarking).

4.1.2 Field of application

Performance management as a framework is broad-
ly applicable to different kinds of organisations -
both public and private - and, as previously men-
tioned it is widely applied in PES throughout the EU,
irrespective of their organisational settings. Different
organisational approaches across PES - from cen-
tralised steering to the provision of local autonomy
- mean that varying degrees of power are given
to local agencies. Goals and targets for the individ-
ual PES flow from political priorities and all involve

37 PES to PES Dialogue (2013), Performance Management
in Public Employment Services. Toolkit for Public
Employment Services.

38 HoPES (2013), PES Efficiency Working Group. Final report.

some process by which these political priorities are
translated into concrete targets or goals. The extent
to which the lower level organisational units (re-
gions, localities, offices, etc.) are involved in this
process however differs. In some countries (e.g. Den-
mark) the national goals are translated into localised
indicators and sometimes supplemented by addi-
tional measures at the local level *. In other coun-
tries (e.g. Germany) regional or local officers can
negotiate target levels and provide input into the
design of targets themselves *°. Coupled with each
country’s political context, these different organisa-
tional approaches provide PES with variable levels
of flexibility and autonomy. The fact that the perfor-
mance management approach - in spite of these
differences - is so widespread can be seen as a tes-
timony to the versatility of the approach.

4.1.3 Experience gained
Target setting and benchmarking

A central element of conducting performance
management in PES is setting up relevant and
valid targets for performance at all levels of the
organisation. Good targets should be outcome-
oriented and well-accepted among the manage-
ment and staff of the PES. Involvement and secur-
ing relevant input from others in the target setting
process is recognised as a successful way of se-
curing commitment and ownership among PES
staff. The goals should also be clear, transparent
and measurable through sound data collection,
and should be accessible to the management
when needed. It is also important that the number
of indicators remains low and stable over time.

When comparing the situation in the Member
States, it becomes obvious that there is a great de-
gree of variance in the way goals are set and what
indicators are used. One difference in practice
across PES is the extent to which they set general

39 DG Employment, Social Affairs and Inclusion (2013), Peer
Review on Performance Management in Public
Employment Services (PES)".

40 Ibid.
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or very specific goals and targets. Some countries
use few and general goals while others set a higher
number of more specific goals or indicators (e.g.
Hungary has more than 200 indicators) “*. There are
also differences related to the content of the goals.
Some countries target specific groups of jobseekers
or social groups, some measure the outcomes
of particular interventions and some try to measure
employment outcomes as a proportion of all service
users or benefit claimants to estimate the effec-
tiveness of the PES relative to their workload. Oth-
ers set goals that go beyond the reintegration in the
labour market and include measures of the ability
to prevent unemployment in the first place (e.q.
Germany and Switzerland) and the upskilling of the
workforce (e.g. Bulgaria and Denmark) 42

Some countries (e.g. Denmark) also put a lot of em-
phasis on not only the outcomes, but also the ser-
vices or activities that should lead to the outcome,
such as the number of counselling sessions held and
the number of job applications sent by the unem-
ployed. At the other end of the spectrum, there are
countries (e.g. the UK) where in the provision of ser-
vices to the hardest to place and the long-term un-
employed there is an almost exclusive focus on the
outcomes and none on the preceding activities or in-
terventions leading to these outcomes. This sort
of ‘black-box-approach’ in the UK is closely linked
to the outsourcing of the employment services
to private providers who are paid by results only.
This model ensures that one only pays for results,
but the lack of insight it provides into the ‘machin-
ery’ (the black-box) behind the results makes it dif-
ficult to gather solid knowledge on which interven-
tions and services have the best effect.

Securing ownership and commitment to goals and
targets is vital to the successful use of perfor-
mance management. This can be secured by using
dialogue and widespread consultation among
stakeholders in the target setting process. This
kind of responsiveness and cooperation with rel-
evant social stakeholders also provides valuable
inputs to the process 4.

41 DG Employment, Social Affairs and Inclusion (2013), ‘Peer
Review on Performance Management in Public
Employment Services (PES)'.

42 |bid.

43 OECD Employment outlook, OECD (2005), p.222.

44 DG Employment, Social Affairs and Inclusion (2013), Peer
Review on Performance Manage-ment in Public
Employment Services (PES)”.

It is worth noting that in some PES (e.g. Germany),
the monitoring and management of performance
also involve indicators on the efficient use of the
budget. The difference in efficiency between local
PES can be used to access the most efficient ways
of providing the relevant services. %

This kind of benchmarking across units is central
to the performance management approach.
Benchmarking performance is important in the
process of identifying good practice, learning from
each other and improving overall standards and
practices. However, any comparative approach
needs to assess the comparability of indicators
and variables across units and take into account
the specific local factors that may have an impact
on results. In response to this, some PES (e.g. Den-
mark) use ‘clustering’ in order to control for exter-
nal factors affecting performance. In this way PES
offices are grouped into clusters based on their
observable characteristics in order to be able
to make reasonable comparisons between units
within the cluster. 46

4.2 Digitalisation/ICT

For all public services, a wave of digitalisation has
transformed parts of the public sector and the way
services to the citizens are delivered. Service deliv-
ery in a modern society is becoming increasingly
dependent on IT and new technologies and digital
tools alter the way in which service is organised and
delivered to the users. The digitalisation of the pub-
lic sector offers new opportunities to engage users
through new communication channels and offers
possibilities to provide new services that will better
meet the needs of users or clients. In this way, new
technologies will also amplify the capabilities
of PES as information brokers 4. Many of the new
technologies entail the possibility of eliminating
or converting old procedures into new ones that re-
quire less manpower and are thus more efficient.
In this way, the use of digitalisation or Information
and Communication Technology (ICT) can, in some
way, be seen as a tool or a technique for raising the
efficiency of service providers.

45 |bid.

46 European Commission (2013). Performance management
in PES: Benchmarking, clustering and individual
performance management - follow up study visit report.
Brussels. Author: An-na Adamecz.

47 PES (2013), Public Employment Services’ Contribution
to EU 2020. PES 2020 Strategy Output Paper.



4.2.1 Characteristics

Exploiting the benefits of digitalisation by increas-
ing the use of ICT can lead to the overall moderni-
sation of the service offer for PES clients. This in-
volves the widening and deepening of the services
available to clients. By introducing different kinds
of digital channels for communication and infor-
mation sharing with clients, PES are able to widen
the range of choices for clients while freeing
up resources by automating services and by mak-
ing relevant information easily accessible for cli-
ents to find themselves.

The introduction of user-friendly technology has the
potential to increase service availability and acces-
sibility. The introduction of this kind of blended ser-
vice, combining digital and personal contact, has the
potential to not only raise the effectiveness of PES’
interventions, but may also promote cost efficiency.
The use of a more differentiated supply of services
can enable PES to distribute available resources
more intelligently by taking the capabilities and the
needs of the individual users into account 8.

4.2.2 Field of application

Increased use of digital service solutions is central
in the development of PES and, in many countries,
PES are making progress in the digitalisation
of their services. Most countries recognise that
data-heavy services (such as registration) are best
offered online and some (e.g. Netherlands) even
offer online training sessions (‘webinars’) and in-
teractive services, such as ‘e-coaching’. Blended
services are however mostly deployed in support
situations (e.g. a counsellor helping with an online
form) or situations where part of a service (e.g.
identification in person) has to be completed via
a certain channel.

4.2.3 Experience gained

Introducing digitalised services for jobseekers re-
quires time, planning and well-functioning technol-
ogy with suitable back-up systems in place “. When
using blended services, it is important to ensure the
right mix. There is a risk that the focus on efficiency
- reducing the operating costs —unintentionally

48 PES (2013), Public Employment Services’ Contribution
to EU 2020. PES 2020 Strategy Output Paper.

49 4th PES to PES Dialogue Dissemination Conference
(2014), PES organisation and service delivery:
digitalisation, decentralisation, performance and
activation.
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leads to a reduction in effectiveness if the effects
of these self-services do not lead to the same over-
all results or do not appeal to certain groups of citi-
zens. This is an example of having to keep focus
on both the efficiency and effectiveness of pro-
posed changes to the operation of PES.

PES must carefully balance online services and
multi-channel approaches to ensure that they can
deliver appropriate levels of service to all client
groups. As more PES adopt integrated channel strat-
egies, it is important for PES to consider the acces-
sibility of online channels and the digital literacy
of jobseekers and staff. Some PES have established
fall-back mechanisms to ensure that jobseekers
have access to support services when using, or ac-
cessing, IT services (e.g. support telephone helpline
or one-to-one support in jobcentres) *°. This seeks
to ensure that the introduction of new technologies
does not exclude groups of users from the services
provided by PES. It illustrates that there is a risk that
the use of new technologies could have a negative
effect on the PES’s ability to attain their goal of pro-
viding relevant services to all users and thus on their
ability to achieve their overall goals.

However, digitalisation and the introduction of ICT
do not only bring about changes for the users. They
also alter the internal organisation of the PES and
the competencies needed in the organisation in or-
der to operate these new technologies. Consequent-
ly, some PES staff and managers have seen their job
descriptions change as the PES have had to adapt
their organisations and staff in order to deliver these
new services. From a cost-effectiveness perspective
it is therefore important to note that, while introduc-
ing new digital technologies may reduce costs
in some areas, the organisational changes and train-
ing of staff needed in order to be able to implement
the new technologies will also carry cost. However
some of these are transitional and would therefore
be perceived as short term.

While e-services and the use of different channels
of communications has been put to use rather ex-
tensively in some countries (e.g. the Netherlands),
it does not seem as if many PES have established
ways to evaluate and monitor the performance
of different channels, the use of e-services and
their effect on the outcomes of PES >,

50 Ibid.
51 HoPES (2013), PES Efficiency Working Group. Final report.
(Page 16).
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4.3 Organisational change

The need to provide more and better services at no
extra cost has led to the implementation of exten-
sive organisational changes in the institutional struc-
tures through wholesale rationalisation and reor-
ganisation of delivery infrastructures in some PES>2,

43.1 Characteristics

Organisational changes and restructuring of the
service organisation can be viewed as a tool for
increasing efficiency as these changes are primar-
ily undertaken in an effort to deliver the most ef-
fective services through the most efficient means.

Public-private partnership

One tool seeking to address the efficiency of PES
at the system level is the introduction of a structure
of public-private partnership. This is done by intro-
ducing models for contracting out services to other
institutions. Several PES use the outsourcing of dif-
ferent services — training, intensive individual support
or other specialised services - to private or not-for
profit providers. Contracting-out can facilitate flexible
delivery models that PES may not be able to provide.
The outsourcing of these services can thereby im-
prove service quality by exploiting the expertise and
know-how of external providers, as well as enable
wider delivery >3, This in some cases creates a sort
of quasi-market for employment services which
thereby leads to a competitive market for service
providers. This provides for an element of competi-
tion that can, in turn, lead to cost savings for PES.>*

52 HoPES (2013), PES Efficiency Working Group. Final report.

53 Ibid.

54 The effects of such public-private cooperation in the public
sector are not conclusive. Looking at the experiences from
the Work Programme in the UK recent results indicate
that ‘after a poor start, the performance of the Work
Programme is at similar levels to previous programmes
[and] the Department is also forecasting further
improvements over the rest of the programme. At the
same time the Department has reduced costs and reduced
the risks of paying for poor performance’ https://www.nao.
org.uk/wp-content/uploads/2014/07/The-work-programme.
pdf). This is supported by the latest report from the House
of Commons Work and Pensions Committee (http://www.
publications.parliament.uk/pa/cm201516/cmselect/
cmworpen/363/363.pdf) that states that the efficiencies
produced by the programme design and commissioning
have enabled a similar level of outcomes for about half the
cost per participant of previous programmes.

Service integration (One-stop-shop)

Integration of public services and collaboration
across public service providers is another way
of addressing the process efficiency of the public
sector. When successful, collaboration and integra-
tion can cut costs and deliver a more efficient ser-
vice for the user by sharing knowledge, expertise
and resources across the involved actors *>. Some
countries (e.g. Germany, Denmark, France, Finland
and the UK) have created so called ‘one-stop-shop
models’, integrating different kinds of services (e.g.
active and passive measures) and thus signifi-
cantly reducing the number of offices in the or-
ganisation of PES %¢. This kind of geographical re-
organisation and operational rationalisation of the
structure of PES can lead to an increase in the cost
effectiveness through the delivery of simplified
and more accessible services to users®’.

4.3.2 Field of application

The use of the outsourcing of services will,
to some extent, depend to the political context and
the presence or not of other public or private insti-
tutions to deliver the relevant services needed.
In other words, there has to be a basis upon which
to draw for the creation of a market for these
kinds of services.

An example of a specific kind of restructuring of the
organisation of PES, as briefly referred to above,
comes from the UK where the concept of ‘Total
Place’ has been introduced as a way of unifying
different public services in one place (‘one-stop-
shop’). The idea behind total place theory is to im-
prove the public value of the public service delivery,
to gain efficiency, reduce bureaucracy and to do
all this at lower costs. To achieve this, frontline per-
sonnel from different professional and geographical
areas are moved closer together, both physically
and thematically 8 >°. Furthermore the aim
is to be more proactive, instead of reactive, thereby

55 European Commission (2015). Literature review and
identification of best practices on integrated social service
delivery. Brussels. Author: Agota Scharle

56 Ibid.

57 Archibald, Andrew (2011), Total Place - services and
support for older people: one year on.

58 Archibald, Andrew (2011), Total Place - services and
support for older people: one year on.

59 Bracey, Tom (2010), Bournemouth, Dorset and Poole Total
Place pilot: services and support for older people.


http://www.publications.parliament.uk/pa/cm201516/cmselect/cmworpen/363/363.pdf
http://www.publications.parliament.uk/pa/cm201516/cmselect/cmworpen/363/363.pdf
http://www.publications.parliament.uk/pa/cm201516/cmselect/cmworpen/363/363.pdf

saving money and heightening the quality of life
of the affected citizens .

In 2009, thirteen ‘Total Place’ pilots were set up in
the UK, focusing on closer collaboration between
the health sector and social sector in several com-
munities. As an applied theory to reduce bureau-
cracy by creating new working procedures, the line
of thinking behind ‘Total Place’ could have a wider
field of application, both in terms of professional
- and geographical areas.

4.3.3 Experience gained

Although the experiences are still not large scale,
first evidence suggests that implementing ‘Total
Place’ can improve service and make it more effi-
cient®. There is no ‘one size fits all’ when trying
to implement ‘Total Place’. Every form of organisa-
tional set-up has different advantages and disad-
vantages, and experience tells that it is important
to take into consideration the degree of cooperation
between the organisations that you are trying
to connect. Also, local support is an important pre-
requisite since internal collaboration and coordina-
tion, and the engagement of local stakeholders,
is essential for the model to work. Furthermore this
kind of reorganisation changes the usual allocation
of resources and therefore attention has to be paid
to the budget allocation procedures and the budg-
etary control.

44 LEAN
44.1 Characteristics

Although its origins are in the automobile industry,
where it was used as a means for enhancing out-
put quality and cutting costs, LEAN has been
in general use in the public sector since the 1990s.
‘LEAN’ means trimmed, and the approach aims
to increase productivity and customer satisfaction
by streamlining working processes. LEAN can
be used for several purposes. Besides being used
as a cost cutting instrument, LEAN can also
be used as an instrument to improve quality
in public service delivery. This is done by focusing
on those processes that create value to the cus-
tomer or user and eliminating those processes
that do not. LEAN thus aims to increase value with

60 Leadership Center for Local Government (web page), Total
Place: a practitioner’s guide to doing things differently.

61 Archibald, Andrew (2011), Total Place - services and
support for older people: one year on.
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the use of fewer resources. Utilising LEAN as an
efficiency tool often involves activities that con-
tinuously improve all functions and involve all em-
ployees in the organisation. Everybody has a re-
sponsibility to identify and eliminate waste and
inefficient procedures. It could therefore be seen
as a management technique that can empower
front line workers, who are essential to its success,
to challenge traditional delivery methods ©2.

One concrete way of using LEAN as a manage-
ment technique in PES is as a tool to generate
more efficient ways of organising the time spent
by employees throughout the organisation. An-
other way that it can be employed is to optimise
procedures and paper work, ensuring that citizens
experience a faster handling of cases. Thus, if ap-
plied correctly LEAN has the potential of being
a tool for better and faster service delivery.

44.2 Field of application

LEAN is used to varying degrees in the public sector
today throughout Europe, but there does not appear
to be widespread use of it in PES, though it has
gained significant momentum in the UK where
it has been widely used since around 2008. A vari-
ety of examples of its application exist in the British
public sector, ranging from ‘customer close areas’
such as universities, the health care sector, to public
employment and tax (HMRC) offices.

As a tool that aims to identify non-optimal work
processes and to cut costs, LEAN is not a country-
specific tool. It can be applied in a variety of dif-
ferent country settings in PES. However, one must
take into consideration the different levels of em-
ployment protection in the Member States. A high
level of employment protection (as in e.g. Germany
and France) can make it difficult to make swift
changes in the organisational set-up (e.g. by re-
ducing staff) and thus reduces the potential effi-
ciency-gain as it will take a long time for the
changes to be fully implemented.

Another important caveat to consider is that due
to its reputation, introducing LEAN to front-line work-
ers can cause resistance. The implementation and
misrepresentation of LEAN as purely a cost-cutting
instrument has led to a critique that the approach
intended to ensure productivity and efficiency and

62 DG Employment, Social Affairs and Inclusion (2013), Peer
Review on Performance Management in Public
Employment Services (PES)".
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cutting flab, ignores other crucial parameters such
as employee wellness, and corporate social respon-
sibility. LEAN is also criticised as applying a constant
focus on improvement and elimination of waste
which causes stress among the employees. However
a method of reducing such potential resistance is for
the management level to devote time to including
the front-line workers in the process, as further dis-
cussed below.

443 Experience gained

In the Public Employment Offices in the UK, LEAN
has been a useful tool to identify processes that
do not add value to the handling of cases. Thus,
in the UK, LEAN has been implemented as a tool
that can underpin the Europe 2020 aim of PES
optimising the use of advisor staff time and max-
imise quality contact time with clients. This has
been done by identifying and removing wasteful,
non-value-added and obsolete processes. &3

As previously mentioned LEAN as an efficiency tool
has not been put into widespread use by PES.
In the UK PES, where LEAN has been widely used
the experience has however been positive. &
On this basis, it seems that it might be relevant
to explore the potential of introducing LEAN to
a larger extent as a tool for increasing efficiency
in the internal working processes of PES. As re-
ferred to previously, some of the working processes
related to the working of highly developed perfor-
mance management systems often entail time-
and resource- intensive working processes related
to the collection, processing and reporting of data
on performance and outcomes. LEAN could be seen
as a tool for optimising these central processes
and thereby increase the overall efficiency of the
performance management systems.

63 European Commission (2013). Peer Review ‘Peer Review
on Performance Management | Public Employment
Services'. Copenhagen. Author: Jobcentre Plus.

64 lbid, p. 10.

It is important to bear in mind that LEAN is not
a quick fix. It takes a long-term commitment from
an organisation that chooses to commit to a LEAN
process, since it takes time to optimise processes.
It is essential for the successful implementation
of LEAN to create procedures that include front-line
workers in the process. This can be done through
a daily meeting held with the manager where input
from front-line workers is considered, as well as by
assessing their performance in order to increase the
quality of service and detect processes that do not
bring value to the organisation. Through this inclu-
sion, front-line workers contribute to the process
of creating a cost-efficient organisation. ¢

65 DG Employment, Social Affairs and Inclusion (2013), Peer
Review on Performance Management in Public
Employment Services (PES)".



4.5 Overview of the different change tools

The efficiency tools described in this section is summarised in the following table:

Table 2: Process efficiency change tools

PURPOSE

CHARACTERISTICS

FIELD OF
APPLICATION

21

EXPERIENCE GAINED

Performance Tool to set up targets | Includes activities Broadly applicable to | Important to set
management | and monitor which ensure that different kinds of transparent and
performance and goals are consistently | organisations. practically
thereby promote being met in an ) measureable goals
accountability. effective and efficient Used in most PES and secure ownership
manner. Performance among PES
management can employees.
focus on the
performance of
organisations, units or
employees.
Uses benchmarking
to identify good
practice.
Digitalisa- To increase the use of | Offers new Widely applicable and | Introducing digitalised
tion/ ICT digital solutions and opportunities to use is slowly services for
tools in organising engage users through | increasing across the | jobseekers requires
and delivering PES new communications | EU. time, planning and
services. channels and new h herlands i well-functioning
possibilities for ; e '\fEt eriands is a technology with
providing new r.of‘t runneron suitable back-up
services that will digitalisation. systems in place.
:ggj; (r;ecei;;:;. Not widely applied in
PES vet.
Organisa- An approach or tool Involves the The use of Organisational
tional change | to change the restructuring of organisational change | changes have led to
organisational set-up | organisation, within PES is varying degrees of
of an organisation in | authority, widespread. increased efficiency

order to increase
efficiency and
effectiveness.

competences, etc. of
PES.

It involves aspects
such as
decentralisation,
service integrations
and outsourcing.

The concrete form
will to a large extent
depend on the
political context and
institutional structure
in each country.

Examples include
public-private
partnership, one-stop-
shops, Total Place,
etc.

and effectiveness of
PES.

LEAN

Tool to increase
productivity and
customer satisfaction
by streamlining
working processes
and eliminating
waste.

Can be used as an
instrument to analyse
work processes in PES
(e.g. finding waste
time) and on the
basis of this analysis
improve quality and
cut costs.

Mostly sparse use in
PES.

More widespread use
in the UK.

Positive experiences
in the UK showing
good potential for
improving processes
of service delivery.

LEAN is not a quick
fix, but takes a lot of
time to implement.
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5. PERSPECTIVES TO THE USE
OF PROCESS EFFICIENCY TOOLS

This chapter provides perspectives across the pro-
cess efficiency techniques described in the previ-
ous sections. Firstly, we sum up the experiences
regarding the implementation of process efficien-
cy techniques within PES. Secondly, we discuss the
relationship between different organisational set-
tings within Member States and the use of process
efficiency techniques. Finally, we summarise and
discuss a number of enabling and disabling fac-
tors for the introduction of process efficiency tech-
niques, related to methodological, political, legal,
technical and institutional issues.

5.1 Implementation experiences

It is not straightforward to generalise about the im-
plementation of such a diverse set of process ef-
ficiency techniques as described in earlier sections,
however some general tendencies seem to stand
out. Firstly, all the techniques described share the
trait of being quite comprehensive in that they in-
volve extensive data collection and/or reorganisa-
tion, making it a sizeable investment to apply the
technique. This is something that requires both al-
locating resources to the task and making (often
political) decisions about how, what and where
to apply measures. An important experience from
implementation is that using the techniques can
often be hindered by the fact that it takes a long
time and a lot of resources to decide how and
where to apply the techniques in the first place,
then actually carry out the analysis, and finally im-
plement the changes that the techniques require.
In general the application of the analytical tools
requires less time and resources than the change
tools as these typically involves more people and
often also entail a change of the organisational cul-
ture which is a very slow process.

Secondly, an implementation experience related
to the analytical techniques in particular is that
there can be a long way to go from undertaking the
analysis to actually making the organisational
changes that can improve efficiency. Looking at, for
example, DEA and evaluations, it is far from a given
what should actually be changed in the PES offices

on the basis of these two types of analysis. In the
same way, a CBA, even when indicating a more ef-
ficient alternative course of action, will often not
yield very specific instructions for how to change
procedures, organisational settings, etc. in order
to achieve the improved efficiency.

A third point regarding the implementation of pro-
cess efficiency techniques relates to organisational
and institutional inertia. In several of the instances
described techniques are not being used or only
being partially applied, an important explanation for
this seems to be that PES, like other parts of the
public sector, and other large institutions, are more
generally characterised by a certain degree of iner-
tia, ranging from the higher political level to the
grass-roots level where services are delivered
to citizens. Going all the way in applying such pro-
cess efficiency techniques requires large invest-
ment of time and money and often produces sig-
nificant changes, but organisations are often hard
to change mainly because they are very bound
by existing methods and their members are often
in entrenched and interdependent positions. This
is not at all to say that organisational change is not
possible, but when working with implementing tech-
niques aimed at change in large, relatively stable
and law-governed organisations, an important ex-
perience seems to be that these kinds of changes
can be hard to initiate and completely carry through.

5.2 Enabling and disabling factors

In the subsections below we summarise and dis-
cuss some central methodological, political, legal,
technical, and institutional issues to be considered
to enable the introduction of the wider use of pro-
cess efficiency techniques.

5.2.1 Methodological

The methodological set-up of the different tech-
niques can be seen as having implications for the
usability and applicability of each. From a practical
perspective, the methodology of, for example, LEAN
can be seen as both its strength and weakness.



LEAN stresses that the analysis should be conduct-
ed by the staff close to the working processes
at the focus of the analysis. This can be seen
as a strength as it ensures that those instructing
the change are those closest to and most knowl-
edgeable about the processes involved. The close
involvement of the staff members running the pro-
cesses can on the other hand be a weakness as it
is unlikely that those involved will suggest changes
if this entails the abolishment of functions that they
are themselves responsible for, thus rendering
themselves surplus to requirement. The use
of LEAN thus seems more likely to be successful
if it centres on minor or specific processes rather
than on wholesale organisational changes.

In a similar fashion, some types of evaluations
such as Randomised Controlled Trials (RCT’s) are
best applied when focussing on minor adjustments
of interventions and are thus not as useful or ap-
plicable when more wholesale changes or reor-
ganisations are required.

Data related challenges

Each efficiency technique has different prerequi-
sites in order for it to work. Both performance
management and the different analytical tools
require high-quality data on matters that are not
very easy to monitor and measure. As a result,
there are challenges connected to the process
of using these types of techniques.

First of all, these techniques seek to obtain ap-
propriate and valid data on very diffuse and some-
times rather difficult to define, or even abstract
matters, such as the well-being of those getting
a job or the value of obtaining new skills. Before
actually starting to collect the data there is there-
fore a need to identify the relevant indicators and
data to be collected and used in the subsequent
analysis. The identification of valid indicators and
measures of added value (CBA) can be very diffi-
cult and often requires expert knowledge and time
in order to test the appropriateness of these. Sec-
ondly, the gathering of data can be very challeng-
ing as it is often difficult to collect involving many
actors (e.g. the local offices of PES) within PES and
needs to be done in a very systematic and uniform
way. Thirdly, the processing and analysis of the
collected data often requires strong analytical
competences and good data processing tools.

Considering the differences in the targets set
across the Member States, there does not seem
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to be a widespread consensus on which data is of
most relevance for assessing efficiency and ef-
fectiveness or on its interpretation. Thus trying
to reach an agreement across different PES
on which type of indicators are of most use would
support comparable analysis.

What indicators to measure

In order to make a valid business case for the PES,
it is important to focus on long-term targets. Case-
loads or unemployment rates are not good meas-
ures of success as they do not necessarily take
into account the full added value that the PES
delivers to the labour market and wider society.
Thus long-term labour market attachment, em-
ployment levels and earnings outcomes, may
be better targets, as they can take into account
the additional tax receipts generated by employ-
ment services and put these issues at the centre
of management thinking. PES performance man-
agement will therefore enable more comprehen-
sive measurement of the relevant factors that
need to be taken into account in order to make the
business case for PES.5¢

In some cases the need for analytical tools and
a specific type of indicators can have an impact
on the areas within which these can be applied.
While CBA and LEAN techniques have been success-
fully applied in PES it is apparent that the use
of these techniques is less extensive here than
in the private sector.®” Techniques such as CBA and
LEAN seem easier to employ when the different
options included in the analysis have characteristics
similar to those found in the commercial sector, es-
sentially where costs and benefits can often
be more easily converted into monetary terms.
In some areas of the public sector it is very difficult
to gauge the effect or value of certain services
in such terms. As CBA uses monetary measures
to compare costs and benefits of different options
it is difficult to apply the technique in these situa-
tions. Therefore, CBA can be expected to be more
prominent in areas such as clearly-defined public
investments where the costs and benefits of differ-
ent options are more easily measured. %8

66 OECD Employment outlook, OECD (2005).

67 European Commission (2013), Making the Business Case
for Public Employment Services: Cost-benefit analysis and
productive efficiency analysis

68 European Commission (2013), Making the Business Case
for Public Employment Services: Cost-benefit analysis and
productive efficiency analysis
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On a general level these methodological and data
related challenges seem to highlight some funda-
mental differences between analysing processes
and outputs (e.g. policies) in the public sphere and
analysing outputs (e.g. goods and commodities)
in the private sector. The difficulties of defining and
measuring performance, benefits and costs related
to activities and outputs in the public sector seems
to restrict the use of process efficiency tools and
thus acts as a disabling factor in the dissemination
of these tools in PES. On these grounds there seems
to be a need for the continued improvement
of good management and performance indicators
and process measures in PES. Applied in the right
way, tools like CBA and LEAN have demonstrated
value in other parts of the public sector.®® As an
example LEAN has been more widely applied
in public healthcare and while comprehensive stud-
ies of the effect of these initiatives are still lacking,
this illustrates an increase in the application of such
techniques in the public sector. It also indicates that
the continued development of process efficiency
techniques within PES could lead to improvements
in its overall performance.

5.2.2 Political

Changing political leadership or differences
in overall political culture or tradition may have
an influence on which approaches or tools are se-
lected. The outsourcing of employment services
as a tool for attaining more efficient services
might, for example, be discarded as a tool to use
on political grounds rather than on economic
or professional grounds. In some countries (e.g. the
UK) there is a strong tradition for using private
market service providers, while in others (e.g. the
Mediterranean countries) where there is a tradition
for a large public sector and thus some degree
of political reluctance to use such measures.
As mentioned earlier some countries have a strong
tradition of social dialogue and the involvement
of stakeholders in the policy making and the or-
ganisation of PES. Such a tradition may in some
cases have an impact limiting PES’s ability to pro-
mote change.

One disabling factor relating to the political sphere
stems from a disparity between the time frame
of the political system and the often long-term
timespan of the outputs and benefits related
to PES activities. While budget streams, political

69 E.g. Ramboll (2013). Cost-benefit analysis of crime
prevention programmes. Denmark.

mandates and political goals are often relatively
short term, the horizon for making valid assess-
ments of the success of specific social public
policy initiatives is often long term. In this respect
the short-term focus of the political sphere can
counteract the application of long-term measures
of the social benefits of investment in PES.

5.2.3 Legal

In some countries, legislation restricts the extent
to which data on an individual level can be ob-
tained and interconnected (e.g. due to the absence
of a central identification register). This can be an
obstacle to the use of analytical tools such as CBA
and evaluations, as well as to the implementation
of a performance management approach, as they
often seek to measure outcomes or effects on an
individual level and thus are dependent on the in-
tegration of data from different data sources.
On the other hand, the existence of more liberal
legislation on the matter of collection, storing and
use of data (e.g. Denmark) will act as an enabler
for these kinds of data-heavy analytical tools.

5.2.4 Technical

Some of the techniques in question require quite
advanced technical solutions. The use of digital
services is obviously dependent on PES having the
relevant technical solutions and systems. Imple-
menting a full-scale performance management
model, however, also requires well-functioning
monitoring systems and databases in order
to monitor performance and outputs in a valid
way. As mentioned in chapter 3, the use of analyti-
cal tools such as CBA and DEA do however also -
though on another level - require advanced ana-
lytical and data processing tools and expertise.
A high level technical system (e.g. a highly devel-
oped and widespread IT-infrastructure) can
be seen as a prerequisite for the full use of many
of the mentioned process efficiency techniques.
Further developments and technical improvements
(e.g. in the establishment or further development
of data warehouses) might therefore also lead
to the application of more sophisticated analytical
tools such as CBA or to the development of more
accurate performance management models.

5.2.5 Institutional
In general terms, the impact of PES organisational

settings on the usefulness of process efficiency
techniques is not widely documented in the litera-



ture. Judging by what has been written on the sub-
ject, organisational settings do however seem
to have a degree of impact in this respect.

The importance of autonomy

A high degree of organisational separation be-
tween PES and political and central administrative
control can help to promote strategic management
decisions free from short-term political considera-
tions. In many countries the setting of more gen-
eral targets, at national level often leaves signifi-
cant levels of freedom for local and regional
authorities to determine the actual design of la-
bour market measures and services. This type
of decentralisation ensures local autonomy and
freedom of implementation, and fosters responsi-
bility and ownership in municipalities 7°.

In the same way as initiating a dialogue and invit-
ing input from relevant stakeholders strengthens
the target setting process, it is also recommended
to secure input from local labour market stake-
holders that can help PES to adjust their services
to meet the differing needs of local labour mar-
kets. The main issue for PES is finding the right
mix between flexibility, accountability and respon-
siveness to local conditions. Therefore, what is de-
centralised, and how, is very dependent on the
country context.

While often financed at national level, unemploy-
ment benefits and employment services are al-
ways implemented at local level. However the
level of local autonomy can vary significantly
across PES. Performance management is well
suited for an organisational setting where PES are
decentralised into local units with comprehensive
autonomy or where parts of the employment ser-
vices are subcontracted (outsourced) to external
service providers. A high level of local autonomy
allows more room for local management to adjust
policies and to set relevant targets and manage
partner relations, while still meeting the need for
central monitoring and steering of the local opera-
tion. In the end this may increase accountability
and foster cooperation with local stakeholders.
In cases where decentralisation and local autono-
my is limited, the performance management tools
are less effective, since management has little
room to manoeuvre and influence outcomes.

70 PES to PES Dialogue (2013), Performance management
in Public Employment Services: benchmarking, clustering
and individual performance management.
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A strong decentralisation in PES, or even a quasi-
market, can lay the ground for healthy competition
among different units, driving them to deliver the
most effective services in the most efficient way.
On the other hand, such competition and scatter-
ing of knowledge and competencies across differ-
ent service providers might lead to a lack of cohe-
sion in PES and the services provided. As seen with
the ‘black box- model’ used in the UK, it can be dif-
ficult for PES to gather solid knowledge on what
it is that makes some services or service providers
more effective than others. As a result, it can
be difficult for PES to ensure the dissemination
of knowledge about effective services and good
practice; this is left to the forces of the market.”?

The significance of culture

An important aspect relating to the implementa-
tion of each of the aforementioned techniques
is that they all imply a very important aspect
of cultural change. The implementation of perfor-
mance management or the continuous use
of LEAN requires as much a change of organisa-
tional mind-set or culture as it does a practical/
organisational one. In order to fully exploit the
benefits of a performance management model,
it is imperative to create a culture in the organisa-
tion that focusses on performance and a mentality
that encourages the drive to achieve the estab-
lished targets. The implementation of such tech-
niques or models is thus as much a cultural chal-
lenge as it is a technical or methodological one.
In order to implement the techniques effectively
it is therefore necessary to address this issue di-
rectly and to assess the impact it has on the time
scale for implementation and the related costs.

This factor should not be underestimated as it
is a long and often slow process to build the right
culture in an organisation such as PES. Changing
the culture of an organisation and the mind sets
of staff and managers often takes longer than the
completion of the more practical steps to imple-
ment new practices. This might in fact be one
of the main reasons why the development and use
of these techniques is not as advanced and wide-
spread as might be expected.

The cost of organisational change

It is important to bear in mind that while organi-
sational changes may improve efficiency in the

71 OECD Employment outlook, OECD (2005).
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long term, they can be costly in the short term, e.g.
because of the disruption of working procedures,
the need for additional training of staff, and the
time spent analysing the organisation.

As mentioned earlier, the increased use of digital
solutions and the implementation of blended ser-
vices are expected to lead to cost-savings through
the automation and standardisation of work pro-
cesses. However, this also requires both invest-
ment in PES, technical systems and the training
of staff. While the cost-reductions are often quite
easily measured, it can be a more challenging task
to estimate or calculate the benefits from such
a change and also, on the cost side, to estimate
the extent of the investment needed in order
to achieve these.

In the same way, the introduction of a perfor-
mance management system can create benefits
in terms of the identification of effective and ef-
ficient interventions, but this also entails the
changing of established routines and sometimes
requires quite a lot of time- and resource-consum-
ing data collection and work in order for the model
to operate as intended. Thus it is important to also
focus on the indirect costs of introducing process
efficiency techniques.

5.3 Further dissemination of process
efficiency techniques and
the perspectives in relation
to identifying the PES
investment case

5.3.1 Enabling comparison across PES

A prerequisite for creating efficient incentives for
performance improvement across different PES
is the accurate measurement of performance. It is
however important to ensure that the performanc-
es measured are corrected for ‘local’ (e.g. national,
regional) external factors to ensure that fair com-
parisons are made. At present such use of cluster-
ing is relatively limited and primarily used inter-
nally in some Member States (e.g. Denmark,
Austria and Switzerland) 2. A way to enhance the
impact of performance management across na-
tional PES could thus be to look to develop com-

72 PES to PES Dialogue (2013), Performance management
in Public Employment Services: benchmarking, clustering
and individual performance management.

parative models to secure accurate measurement
of performance across Member States in order
to support dissemination of good practices and
knowledge of effective interventions and process
efficiency. It should be noted that a new initiative
within the PES network addresses this issue by in-
troducing benchmarking at the EU level 7>.

5.3.2 Combining the different approaches

When looking at the documented use and experi-
ences gained from the implementation of the dif-
ferent process efficiency techniques, it seems
clear that it should not be a question of selecting
one or the other technique, but rather one of find-
ing a good way of combining these. Analytical
tools such as CBA or evaluations of the effective-
ness of certain interventions can be used to en-
lighten and qualify performance management
models or help determine the right mixture of ser-
vices to be implemented in blended service models
in PES. Similarly, evaluation may provide valuable
inputs and information to CBA by providing an ac-
curate assessment of the effect (in terms of ben-
efits) of different services or interventions. In ad-
dition, the experiences of combining structured
and systematic analysis of performance data with
regular programmatic evaluations are good’*. This
kind of ‘double-looped’ learning places emphasis
on the efficacy of the services offered and the
way these services are delivered and at the same
time ensures that the evidence continues to inform
and shape the future development and refinement
of the system.

It is also worth noting that performance manage-
ment and the use of ICT can be very much inter-
linked. The fact that the use of digital tools, such
as e-services, is easily monitored can in some
ways ease the burden of monitoring performance
in PES. The introduction of ICT can thus, besides
increasing the efficiency of the organisation, also
facilitate the activities (and reduce the costs) re-
lated to data collecting and thus supports the ex-
ecution of performance management activities
in PES.

Looking across the different techniques, it is also
apparent that they offer different perspectives
on the subject matter as some have a retrospec-

73 http://www.pes-benchmarking.eu/english/about.
asp?ldPagelLv=1

74 PES to PES Dialogue (2013), Performance Management
in Public Employment Services. Toolkit for Public
Employment Services.



tive focus (e.g. evaluations), some are concerned
with present performance whilst others are con-
cerned with the future effect of an intervention.

Many impact evaluations thus primarily have an
ex-post character, looking at the effects of a cer-
tain service or intervention based on data col-
lected over a certain period of time. Meanwhile the
DEA and performance management is more con-
cerned with current performance and the efficien-
cy of the processes inside PES. Finally a technique
such as CBA often has a more prospective or for-
ward-looking focus on the cost-effectiveness
of different (hypothetical) future scenarios for the
service deliveries or the organisation of PES.

On this basis, there seems to be considerable po-
tential to combine the different approaches and
thereby utilise the diversity of perspectives and
capabilities of the different techniques in order
to gain more solid and broad-spectrum insights
into the effective initiatives and efficient process-
es inside PES. The combination of different ana-
lytical approaches could heighten the validity
of the knowledge gathered and thus qualify the
knowledge base for the future development
of PES. It could also support PES in their role
as ‘knowledge brokers’ and strengthen the dis-
semination of good practice and effective and ef-
ficient initiatives in the employment sector.
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