
1 
 

Examining performance measurement  

in lndonesian local government 

Background 

Outcome indicators has been introduced in some governments in many countries following the 

adoption of New Public Management (NPM). The bottom line of NPM is managing government using 

business principle. It might be true that outcome indicators are applicable in private sectors as they 

have measurable goals, namely profit. They even can link the outcomes to assess managers or even 

staff productivity so that reward can be given according to their outcomes. However, adopting 

outcome indicators have some drawbacks. 

The rationale for the adoption of outcome indicator is that it enables to reveal the successfulness 

and the failure of government programmes by measuring the effect of government activities on the 

public. Compared to outputs indicators, outcomes contribute to motivate managers achieving 

organisation mission. Outcomes indicators allow governments to measure the performance of public 

sector managers as the basis for giving rewards. Osborne and Gaebler (1992, p. 139) argue that 

when public managers are funded according to outcomes, they become obsessive about 

performance. The presence of the link between individual performance and organisations 

performance will enhance managers’ commitment to attain organisations’ mission. Outcomes 

indicator, however, suffer from some drawbacks, such as difficult to measure result. Measuring 

outcomes, admittedly, more complicated than determining outputs indicator. Many public service 

activities are difficult to measure.  

Evidence from Indonesia suggests that the implementation of outcome indicators has not given 

some benefit to the improvement of government management, specifically at local government 

level. The adoption of outcomes indicator is integrated with the implementation of new financial 

management so that agencies should prepare budget which link the spending with outcomes. The 

public management reform in Indonesia, require both central and local government agencies to set 

up strategic plan which consists of vision, mission, objective, programmes and activities. Agencies 

mission have to be translated into several objectives. To achieve the objectives, agencies set up 

some programmes which consist of some specific activities contributing to the mission achievement. 

Agencies are required to measure the outcome of each aspect, activities, programmes, and 

objectives. The assumption underpinned is that each activity should have the value of money. As a 

result, agencies have to determine the outcomes for each output, even for non strategic 

programmes or agencies’ supporting activities. As a result, agencies often determine unmeasurable 
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outcomes. Up to now, the attempt to improve performance framework by adopting outcomes 

approach has not been achieved its objectives yet. The adoption of outcomes which supposed to 

improve performance is merely to meet the formal procedure.  

This research will try to answer why performance measurement using outcome indicators, which has 

been introduced since 1999, in Indonesia seems to be difficult to meet the objectives. Some 

regulations has been issued following the compaign of the Ministry of Manpower and Bureaucracy 

Reform to implement the result based accountability at both central and local government agencies. 

The research will also try to compare the practice of performance measurument in some countries 

and in Indonesia by doing an extensive literature review. Content analysis to examine the policy 

introduced by Indonesian government related to this issue will also be employed to identify the the 

drawback. Moreover, interviews and observation with the key person in some local government 

agencies will be done to find the difficulties in implementing the concept.    

Literature Review 

Research on the use of outcome indicator in managing government performance suggests that while 

it have some benefits outcome indicators bring some drawback. The driver for governments to use 

outcomes as an indicator of performance is to improve their performance. Wanna & O′ Fairchellaigh, 

and Weller (1992, pp. 15-16) define outcome as the social consequences of programs, the resulting 

effects of the specific outputs of programmes. Hence, outcomes measure the effect of government 

programmes on the public. Outcomes indicators enable to reveal the successfulness and the failure 

of government programmes by measuring the effect of government activities on the public. The 

ability to recognise the failure will help governments to give feedback on poor policy design and 

implementation. Outcomes indicators also enable external organisation to participate in monitoring 

how far the governments have achieved their mission. In other word, outcomes allow internal and 

external organisations to give feedback to improve service delivery. 

Outcomes indicator, however, suffer from some drawbacks, such as difficult to measure result. 

Measuring outcomes, admittedly, more complicated than determining outputs indicator. Many 

public service activities are difficult to measure. Besides difficulty in measurement, gaining 

information about outcomes indicator is also costly and sometimes conflicting. Obtaining 

information about outcomes indicator requires government to spend more money in collecting data. 

Thomas (2006, p. 3) argues that the development of comprehensive and reliable performance 

measurement systems is expensive, both in terms of generating data, staff time and investments in 

information technology. For instance, in order to measure the impact of teachers training, the 
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Department of Education may determine the improvement of the quality of teachers. In order to 

obtain this information, the agency should conduct survey on the perception of students toward the 

trained teachers, whether the way they teach is easier to understand. This, of course, requires 

agency to spend more money on measuring performance. Besides costly, outcomes determined by 

the government may conflicting with what other stakeholders, such as the public and the 

parliament, intend to measured. For instance, in measuring the effectiveness of empowering civil 

service projects in health department, governments may determine the increasing capacity of public 

servants as the measure. However, this may end on disagreement as the public and the parliament 

consider that the projects should have a direct effect on them. The public and the parliament may 

expect more than that as the project should result in better quality of service delivered by the staff. 

They may consider that the declining number of complaint is appropriate to measure the outcomes. 

Another problem in measuring outcome is the time lag between delivering the goods and services 

and their effect on the society. Some outcomes cannot be measured as the goods and services are 

delivered. They even take years to measure the successfulness of government programs. The time-

lag factors may even induce managers to produce short-term outcomes (Kong 2005, p. 95). This is 

because they want to show their achievement. On the contrary, they are discouraged to conduct 

long-term programs. For example, managers may not motivated to run forestry projects to deal with 

deforestation which results can be seen after the plant has grown up for years. This is because the 

minister, the parliament and the public cannot see the results during the managers’ tenure.  

Apart from its benefit and the drawbacks, some countries have implemented outcome indicators to 

measure performance. Poister and Streib’s (1997) survey finds that some cities in the U.S use 

performance measures. That was why some research focus on the implementation of managing for 

result in this country (Kong 2005, Ingraham & Moynihan 2001, Melkers & Willoughby 1998,  Snell, & 

Grooters 2000). Moynihan (2006), for instance, examines the implementation of result based 

performance in the United States. Using cross-national data he correlates the performance 

information presented on Managing for Result (MFR) documents with managerial authority given to 

public sector manager in 50 states. In a number of OECD countries, over the past decade or more, 

performance information of various types is published by the executive branch about its activities 

and those of the wider public services (OECD, 2005; Talbot, 2005). OECD/World Bank (in Carole 

Johnson and Colin Talbot 2007) data shows that 78 percent of OECD states make performance data 

available to the public. Research conducted in Canada elaborates the practice of performance 

measurement in provincial governments (Thomas, 2004). The research elucidate that the provincial 

governments use ‘social indicator’ to measure the presumed impacts of their activities on societies. 
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Furthermore, the researcher also compares the practice of measurement selection conducted by 

several provincial government.  

 

Existing studies address some areas of performance management. Ranging from exploring the 

practice in some countries to the respond of stakeholder to the practice. Kong (2005) explore the 

history if performance measurement in the U.S while connecting the measure to the development of 

budgeting reform from line-item to performance-based budgeting. Other researchers try to explore 

the problems in practicing. In theory, result-based management have many banefits. However, some 

research suggests that some obstacles are faced in its implementation (Ammons, 1992). The 

implementation of result-based performance admittedly influence the way managers conduct their 

tasks. Research on the the respond of managers to the measure determined shows that relying on 

administrative data to measure program outcomes produce information that might misdirect 

program managers in their performance management activities. Moreover, Nicholson-Crotty and 

Theobald (2006) assert that different formula to determine indicator will lead to different result. To 

analysis they focuse on  one measure, namely dropout rate. One school districts may perform well if 

using one dropout indicator while others may well behind if they use the other measure. Another 

perspective explored by, Johnson and Talbot (2007) who evaluate the response of The UK’s 

Parliament to the change of performance measure from output to outcome-based. Hand in hand 

with Johnson and Talbot, Sterk (2007, 198) finds that performance information is overlooked by the 

parliaments in Australia, Netherlands, Swedish and Canada.  

Limitation of the Existing Research 

Existing research on performance measurement tend to focus on examining the implementation in 

OECD countries. It might because the practice of the concept works longer in these countries rather 

than in developing countries. In fact, some developing countries have also tried to adopt this 

concept following the agenda of reforming their bureaucracy. In some Asian countries public service 

reforms took place after financial crisis occur in 1997. The agenda of reform basically resemble that 

of conducted in OECD countries. The reform is even attached as the conditionality of some 

international organisation in delivering their fund to alleviate the impact of monetary crisis on these 

countries. The reform is including measuring government agencies performance. Nevertheless, less 

research addresses this issues.  

As part of reforming public administration, most research in developing countries focus on the 

implementation of NPM as a whole. Ha (2004) examines budgetary and financial management 
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reforms in Korea. Samaratunge, Alam and Teicher (2008) more broader conducting cross-country 

analysis to examine factors influencing outcome of NPM initiatives in Singapore, Malaysia, Sri Lanka 

and Bangladesh. In addition, Peterson (2001) tries to evaluate financial reform in Ethiopia. 

Peterson’s research suppose to describe the process in implementing finacial reform.  

Research Objective 

Research on examining performance measurement in lndonesian local government will try fill the 

gap current literature specifically the lack of research addressing the practice in developing 

countries.  The research will give some insight about the problem faced by developing countries in 

using outcomes indicators to measure performance. Admittedly, the driver of reform in developing 

countries is to meet the agreement between governments and some international organisations 

when they tried to alleviate the impact of  financial crisis. Compared to those of developed 

countries, most developing countries do not have political stability which may influence 

governments administration. Moreover, the lack of accountability supported by weak civil society 

discourage the government manage their resourcess efficently and effectively. Current research 

tend to measure a single department or government agency whose performance may influenced by 

other departments. However, lack research try to address how some agencies performance 

influence a measure. At local government level, this supposed to be a central problem in measuring 

performance. This research is inteded to see local governments performance as a whole then ascribe 

the performance to their agencies’ effort. Examining performance measurement in lndonesian local 

government will give some insight about how to measure local government performance.  

Besides filling the gap in the current literature the research will try to find the most efficient and 

effective performance measurement as well as performance reporting should be applied in 

Indonesia. The government has issued some regulation considering the obligation of local 

government to prepare perforamance repoting as part of result-based accountability system. 

Following the regulation, local governments has adopted the system and tried to implement it. 

Almost all local governments have prepared performance report, even at agencies level, every year. 

This, off course, induced cost with regard to the implementation of the concept. Nevertheless, the 

result of the reform does not seem to meet its objective. Performance reprot is often to be prepared 

to fulfill the obligation without having some feed back to improve performance. Furthermore, the 

local house of representative have not considered outcome indicators as an important matters in 

discussing budget as well as in asking executive accountability. Therefore, the research is inteded to 

find some efficient and effective performance reporting which wil give better information for 

governments and their stakeholders in making decision.  
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Research Question 

The research will try to answer how the practice of performance measurement in Indonesian local 

government. The research will also try to answer what the obstacles in implement the concept. 

Finally, the research will try to find what strategy should be applied to meet the objective of 

implementing performance measurement. 

Methodology and Data 

The research will use data from some local government in some provincial government in Indonesia. 

First of all, content analysis will be done to develop understanding about the history of the 

implementation of performance measurement in Indonesia. Extensive studies about government 

regulation as well as some local governments performance report will also condact to see the 

proggress. Secondly, after having some knowledge and understanding about the implementation, 

surveys on the perception of local government on the current performance measurement will be 

conducted to know how well their understanding as well as their problems in measuring 

performance. Finally, interview with some officials will also be held to evaluate the commitment of 

leaders in using performance measurement to improve local government performance. To collect 

collect the data the research will try to use six local government as samples. Three local government 

is from Central Java Province and the others is from South Sulawesi Province. The selection of 

samples represents the use of performance measure between the eastern and the western part of 

Indonesia which have much gap in some issue, such as education, social and culture. 

Timeframe 

At the first year I will do an extensive literature. At the first second year I will conduct field work in 

Indonesia for six month. Then, the next six month i will undertake the analysis of result. Finally, I will 

write up the report at the third year.  
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