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1. Introduction

The key challenge that governments have been grappling within the pursuit of better
service delivery over the past three decades has been the question of developing a flexi-
ble yet powerful model of performance management, measurement and improvement.

Such a model needs to be grounded in theory, supported by research, and able to
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communicate complex relationships, while maintaining simplicity and should be sensi-
tive to transactional relationships across performance levels (that is, individual, group,
organizational and external impact).

Many government dispensations, in attempts to transform their public services, have
developed systems that involve employees in improving organizational effectiveness by
focusing their attention on achieving the organization’s mission and strategic goals.
These are essentially performance management systems designed for implementing
strategy by communicating organizational goals and objectives, reinforcing individual
accountability for meeting those goals, and tracking individual and organizational per-
formance results. These are however, largely tools that address the immediate perfor-
mance shortfalls, without necessarily meeting the criteria of models that are both theo-
retically sound and need attention of practitioners. There are different types of perfor-
mance management and measurement frameworks, with variants of the core perfor-
mance management tools, particularly measurement and evaluation. The bulk of these
are however, designed for revenue and profit generating organizations. Few other sys-
tems place greater emphasis on the strategic management processes with little regard
for measurement and evaluation.

The Balanced Score Card and the Performance Contract are the most commonly
known and used: the former is largely in the corporate sector and the latter mainly in
the public sector. The Performance Contract is a management control system tool that
defines the strategic direction, identifies organizational goals, decomposes strategic ob-
jectives into measurable performance indicators as well as targets and defines objective
methodologies for measuring progress towards achievement of the targets. It therefore,
encapsulates the full range of the key attributes of managing, measuring and improving
performance. The objective of performance contracting is to improve enterprise per-
formance towards its goals, and aims to bring private enterprise conditions into public
enterprises and to encourage initiative, innovation and the spirit of entrepreneurship
for the purpose of achieving targeted results effectively and efficiently. Unlike privatiza-
tion, where public assets are disposed off, the policy seeks to privatize the public sector
style of management. It is, in essence, an attempt to move the public sector style of
management away from “control by procedures™ to “control by results” (Trivedi, 1994)
[1]. The system addresses three of the key problems that public enterprises faces, they
are: ill-defined and un-reconciled goals, political and bureaucratic interventions in op-
erational decision-making and management rewards which are fixed irrespective of ef-
fort or results (Bennet, 1990) [2]. The objective of this research was to study the factors
influencing improvement in the performance and service delivery in Kenyan public

services, with a hypothesis to be tested.

2. Literature Review

Performance measurement is the most important element in any performance man-
agement, measurement and improvement system, including performance contracting.

In explaining the distinction between performance management and performance mea-
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surement (Nathan, 2009) [3], stated that the utility of performance management prac-
tices is predicated on sound performance measurement system and that the latter
should be seen as a prerequisite for effective management. Geniat and Libert (2002) [4]
opined, fairly correctly, that “without the capacity to measure, we would be uncertain,
literally, as to where we stood and where we are going. We would not know whether we
are rich or poor, hot or cold, old or young. The very word ‘measure’ pervades all fields
and you can’t make decisions, connections, money, or music without true measure-
ments”. To a fairly significant extent, the way we measure success in turn determines
the success we attain. Activities, events and programs, which cannot be measured can-
not also be easily replicated, managed, or even appreciated. According to Garvin (1993)
[5], if something cannot be measured, it cannot be managed. Lebas (1995) [6] goes to
the extreme of negating the existence of management without measurement. Perfor-
mance measurement is a key component of performance management systems and is
employed primarily to improve organizational performance and service delivery.

It has been argued that there is a distinct linkage between organizational perfor-
mance and excellence, in public service delivery. In exploring deliverables as a concept,
Langdon (2000) [7] described outputs as synonymous with deliverables of performance.
Furthermore, he contended that an output is the reason for the existence of a business
or organization. He further stated that output has a consequence, such that the result of
the output being interpreted as that which is delivered. He explained that to produce
output and consequence there is need for reason and resources, called inputs such as
materials, ideas, knowledge and equipment. First, a reason is needed for doing the per-
formance, which comes in the form of a task of some kind. For example, the business
unit identifies a customer need, then an order initiates a core process to deliver what
the customer wants and finally a work group receives its assignment to meet this need.
A manager asks individuals to do their part to produce the output. A service delivered
is an outcome resulting from actions directed at making available tangible products for
disposal purposes.

Hudson (2006) [8] contends that public services are collectively rendered through
government machinery commonly known as departments. Collective units (comprised
of employees) within this machinery have to be managed effectively, efficiently and
economically. It is on this basis that the collective units are expected to perform at a
particular level to measure the type of service delivered against the recipients’ expecta-
tions. The level of performance by collective units will ultimately represent the level of
service delivery. This logic formed the foundation of this study, that excellence in ser-
vice delivery is predicated on and influenced by improvement in operational perfor-

mance, while the latter is predicated on measurement as a prerequisite.

Performance Contracting in Kenya

Performance contracting was introduced in Kenya in 2004 as a set of tools for manag-
ing, measuring and improving the performance of the public service. As has been the

case in many countries, the principal objective was to create competitive advantage for
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the country by addressing the problems of inefficiencies in the exploitation and use of
public resources, and an unresponsive service delivery culture. This was to change re-
markably when performance contracting became operational by, in addition, re-focusing
public service management from inputs, processes, procedures, and activities, to results
(outputs, outcomes and impacts). As a result the performance of public sector institu-
tions, the economy improved rapidly with the economic growth rate rising from 0.4
percent in 2002 to of 7.1 percent in 2007.

Performance contracting in Kenya was founded on five year institutional strategic
plans, which were, in turn, linked to the national vision and was built around clear
performance criteria, indicators and targets. This included an elaborate measurement
and evaluation system which compares achievement on freely negotiated performance
targets with actual achievement. The subsequent evaluation examined the various fac-
tors affecting performance. Although performance contracting was introduced in the
country in 2004, it was not until the financial year 2005/06 that citizens’ service char-
ters, and the concomitant requirement for service-oriented public agencies to carry out
annual customer satisfaction surveys, thereby paving the way for measurement of vari-
ous aspects of service delivery that yield to customer satisfaction, began to take root.
Accordingly, ministries, state corporations, and local authorities that were on perfor-
mance contract began to incorporate “customer satisfaction” as a key performance in-
dicator, under the “service delivery” criterion in their performance contracts in the fi-
nancial year 2006/07. It was therefore, not until 2006/07 that measurement and evalua-
tion incorporating “customer satisfaction” was carried out. Tertiary institutions came
on board in 2007/08.

Improvement in performance, impelled to a significant extent by measurement, in-
forms the quality, accessibility, affordability and speed of public services. Performance
improvement is engendered when operations are managed under a performance man-
agement, measurement and improvement regime that has an elaborate measurement
system because, as Osborne and Gaebler (1992) [9] state, “what gets measured gets
done”. Brown et al. (2001) [10] state that “people make decisions and do their work at
least partly based on how they will be evaluated. As a result, they tend to improve in
performance aspects that will be measured and rewarded, rather than in un-measured
aspects, even if these do not necessarily support organizational goals and customer sa-
tisfaction”. Many governments have yet to recognize the power of measurement in
driving performance improvement. Until 2004, the public sector in Kenya was not an
exception. The closest it came to measurement was the performance appraisal system
that focused on largely subjective attributes to measure the performance of individual
employees. Improvement in organizational performance and service delivery define the
framework that drives creation of competitive advantage for countries. Competitive
advantage driven by public sector efficiency and effectiveness and customer centric ap-
proach to public sector governance has been to address the missing link that defines the
difference in economic and social advancement between virtually resource-deficit coun-

tries and resource-abundant nations, the latter mainly in the developing world. Gov-
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ernments have critical roles to play in the creation of competitive advantage for respec-
tive countries. According to Porter (1990) [11], this role entails acting as a catalyst and
challenger to encourage and even push companies to raise their aspirations and move
to higher levels of competitive performance, stimulating early demand for advanced
products, focusing on specialized factor creation, and stimulating corporate rivalry by
limiting direct cooperation and enforcing anti-trust regulations. Effective execution of
the role requires an efficient and effective public service, the performance of which
forms the basis for measurement and improvement. This then, is about performance
improvement driven by an empowered and efficient public service. This study was
therefore, prompted by the need to establish the influence performance contracting,
anchored on performance measurement would have on improvement of performance
and delivery of public services. However, the performance of both public and private
sector, to a large extent, depends on the political stability prevailing in the country, as
was reported in the case of Lesotho (Manchafalo, 2014 [12]). On the other hand, eco-
nomic uncertainty, rapidly changing social and cultural value systems and advance-
ments in technology, in general, influence the performance of the organizations (Farrel
& Goodman, 2013) [13].

3. Research Methodology

This study employed a cross-sectional design whereby the research problem was clearly
identified, previous published literature reviewed and synthesized, and the hypotheses
relating to the research questions specified. The hypothesis that formed the basis of the
study was that, there is no significant relationship between performance contracting
and measurement and public service delivery in Kenya.

The Kenyan Constitution that was promulgated in August 2010 significantly altered
the landscape of the structure of government agencies. Requirements in the Constitu-
tion precipitated wide ranging restructuring of the mainstream civil service resulting in
the merger of ministerial functions, thereby reducing the number of ministries and ac-
counting departments from 46 to 18, the virtual abolition of local authorities and the
subsequent emergence of County Governments. The data available for the study were
therefore in regard only to agencies that existed in the old, constitutional structure. The
study relied on secondary data which was already available. In 2010/11, which was the
terminal year for data collection and analysis in this paper, the number of public agen-
cies on performance contract was 470, made up of 46 ministries and accounting de-
partments, 178 state corporations, 175 local authorities and 71 tertiary institutions. The
distribution is shown in the table below. The focus of the study was the entire popula-
tion of 470 public agencies. Further, the various categories of public agencies had, by
2010/11, been on performance contract for differing periods; these are 6 years for both
ministries and state corporations, 5 years for local authorities and 4 years for tertiary
institutions. The data from agencies was organized, summarized and collated in the
manner that linked with research question and subsequently analyzed using descriptive

and inferential statistics.
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4. Data Analysis and Results

The study focused on the five years of 2006/07, 2007/08, 2008/09, 2009/10 and 2010/11,
during which period customer satisfaction in the majority of the above categories of
public agencies was measured. The distribution of the various categories of institutions
is shown in Table 1.

The performance evaluation methodology in Kenya graded excellence on a compo-
site-scoring scale ranging from 1 to 5 with 1 denoting the upper limit of “excellent”
achievement and 5 representing the lowest limit of “poor” achievement. The composite
scores were inverted, in order to give a rising visual effect to positive achievement and a
declining visual effect to poor achievement. Further, the composite scores in each of the
four categories of public agencies were averaged for each year to contain the data with-
in manageable parameters.

The analysis was carried out using the Statistical Package for Social Sciences (SPSS),
version 21. Descriptive statistics was carried out to summarize the data and to bring out
varijability and dispersion using the mean, the standard deviation and the coefficient of
variation. Correlation coefficients were computed to establish the relationship between
the study variables and the extent to which the dependent variable could be predicted
from the independent variable, and to derive the regression equation. Linear regression
analysis was used to examine the models overall and individual statistical significance
by using F-value and t-value, respectively. A model equation was derived for the hypo-
thesis using variables that were significant. Table 2 shows the descriptive statistics of
the study’s variables.

As indicated in the table, the public sector in Kenya had an average customer satis-

faction index of 0.27779, implying that nearly 72 percent of customers were dissatisfied

Table 1. Distribution of public agencies on performance contract in 2011.

Category of MDA No. Percent
Ministries and Accounting Departments 46 9.79
State Corporations 178 37.87
Local Authorities 175 37.23
Tertiary Institutions 71 15.11
Total 470 100.00

Source: Organization of government; Office of the president.

Table 2. Descriptive statistics of the study’s variables.

Variable T-Value Sig. (2-Tailed) Mean Std. Deviation CV %
Performance Measurement 37.720 0.000 2.65439 0.27255 10.27
Customer Satisfaction 8.699 0.000 0.27779 0.12368 44.52
Global Competitiveness 157.181 0.000 3.69800 0.09112 2.46
Political Stability —47.656 0.000 —-1.31533 0.10690 -8.13
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with the public sector service delivery. Among other variables pitted against customer
satisfaction, performance measurement had the highest dispersion (SD = 0.27255)
across the public sector made up of ministries, state corporations, local authorities and
tertiary institutions. The coefficient of variation was computed to show the variability
in the data of the study parameters. Customer satisfaction shows the greatest variability
44.52%, followed by performance measurement 10.27%.

The regression analysis further provided an estimate equation to predict the magni-
tude of the dependent variable (customer satisfaction) and give values for the predictor
variables.

In addition, t-test and p-values were used to determine individual significance of the
results of the analysis. Assessment of the overall robustness and significance of the re-
gression models was done using the F-test and p-values. Pearson correlation coefficient,
R?, beta coefficients, and p values were computed.

In order to establish the relationship between performance contracting and mea-
surement and service by public agencies, regression and correlation analysis were used
to establish the influence that performance contracting and measurement had on cus-
tomer satisfaction. A correlation analysis of the study variables (Table 3) indicated that
performance measurement was highly correlated with customer satisfaction (R = 0.858)
and the relationship was significant at 99 percent confidence level. This high relation-
ship brings out the importance of having a performance measurement system to estab-

lish performance levels and to monitor how customers are served in the public sector.

4.1. Performance Measurement and Customer Satisfaction

The critical essence of the performance contracting system is the capacity to measure
performance. The results of the analysis carried out to establish the relationship be-
tween performance measurement and customer satisfaction are shown in Table 4. The
results show that performance measurement had a strong positive relationship (R =

0.858) with customer satisfaction. Performance measurement explained 73.6 percent

Table 3. Correlation analysis of the study variables.

Performance Customer Global Political
Measurement  Satisfaction Competitiveness Stability

Performance Pearson Correlation 1
Measurement Sig. (2-tailed)
Customer Pearson Correlation 0.858™ 1
Satisfaction Sig. (2-tailed) 0.000
Global Pearson Correlation 0.086 0.159 1
Competitiveness Sig. (2-tailed) 0.760 0.571
Political Pearson Correlation 0.099 —0.134 —-0.468 1
Stability Sig. (2-tailed) 0.724 0.633 0.079

“Correlation is significant at the 0.01 level (2-tailed).
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Table 4. Relationship between performance measurement and customer satisfaction.

Model Summary
Model R R Square Adjusted R Square Std. Error of the Estimate
1 0.858° 0.736 0.715 0.06599

a. Predictors: (constant), performance measurement.

Model Sum of Squares Df Mean Square F Sig.
Regression 0.158 1 0.158 36.176 0.000°
1 Residual 0.057 13 0.004
Total 0.214 14

b. Predictors: (constant), performance measurement.

Unstandardized Coefficients Standardized Coefficients

Model T Sig.
B Std. Error Beta
(Constant) —-0.755 0.173 -4.376 0.001
1
Performance Measurement 0.389 0.065 0.858 6.015 0.000

(R* = 0.736) of customer satisfaction levels with the remaining 26.4 percent accounted
for by other factors. The F-value for the model was 36.176 and the derived p-value was
0.000. Since the derived p-value of 0.000 was less than 0.05, with a table value of 2.145
as compared to a calculated value of 6.015, the hypothesis was rejected. Hence, perfor-
mance measurement had a significant relationship with customer satisfaction. The
performance measurement variable had a t-value of 6.015 and was significant.

The study demonstrated the power of performance measurement in impelling per-
formance improvement, and further that performance improvement leads to improve-
ment in service delivery denominated in the changing levels of customer satisfaction.

A model equation of the relationship is described as follows:

Customer satisfaction = —0.775+ 0.389 Performance Improvement.

This shows that a unit change in performance improvement, impelled by perfor-
mance measurement, will result in customer satisfaction changing by a factor of 0.389.
In the absence of performance improvement, a constant customer satisfaction of nega-
tive 0.775 would be realized.

The key finding then was that performance measurement is critical to improvement
in public service delivery, and accounts for or explains 73.6 percent of improvement in
service delivery, with a unit change in measurement of performance resulting in a change

of 0.389 in customer satisfaction.

4.2. Discussion

Performance contracting as practiced and implemented in the public service in Kenya

is essentially a performance management, measurement and improvement system. The
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essence of the system is in ensuring the measurement and improvement of the perfor-
mance of all key organizational factors by focusing on multiple management perspec-
tives, thereby bringing out the assertion by Hayes and Clark (1986) [14], that “in reality,
the productivity a firm achieves is a function of how efficiently it uses all its inputs—
labor, capital, technology and energy—to produce outputs”. Further, by establishing
that performance measurement is critical to improvement in public service delivery, the
findings of this study tend to be consistent with assertions made by other authors on
performance management. Osborne and Gaebler (1992) [9] contend that what gets
measured gets done, while Brown et a/ (2001) [10] state that people make decisions and
do their work at least partly based on how they will be evaluated. As a result, they tend
to improve in performance aspects that will be measured and rewarded, rather than in
un-measured aspects, even if these do not necessarily support organizational goals and
customer satisfaction.

In 1997, 2006, 2010 and 2012 four separate studies related to the subject of our study
were conducted in different countries. Anderson et al. (1997) [15] studied customer sa-
tisfaction, productivity and profitability in respect to both goods and services, using the
Swedish Customer Satisfaction Barometer (SCSB) and found that there was positive
correlation between the undertaken variables. These findings match with our findings.
Hudson (2006) [8] explored whether performance management (which encompasses
measurement) is a precondition for organizational performance and improvement in
public service delivery in South Africa. The study showed no significant correlation
between the parameters and was therefore in contradiction with our study. Hu and Jen
(2010) [16] conducted a study to explore the antecedents of customer satisfaction and
loyalty for the freight shipping industry in Taiwan, from the viewpoint of business cus-
tomers. The study established that relational performance and service quality are sig-
nificant predictors of satisfaction and also that relational performance, established
through measurement, is an antecedent of service quality and satisfaction. This is
largely consistent with the findings of our study. Adams, et al (2012) [17] investigated
the linkages between customer service, customer satisfaction, and firm performance in
the airline industry in the USA. The investigation showed a positive relationship among
the variables and, significantly, that customer satisfaction increases with service per-
formance, both established through measurement. It was reported from Lesotho (Man-
chafalo, 2014 [12]) that the tourism industry recorded drastic decline in the inflow of
the tourists as well decreased spending by corporate and individual customers because
of political instability in the Kingdom of Lesotho Further businesses reported downturn
in revenues for lodging, food, events and other hospitality services.

Braverman & Kuntz (2012) [18] observed that innovative governments are making it
easier for citizens to access public services. In addition, the most forward-thinking gov-
ernments are starting to master the shift from simply administering services, to regu-
larly engaging and empowering citizens, involving them in the design and, in some
cases, the delivery of the services. This shift is not just about increasing choice and well
being; it is also about boosting government productivity, with the help of technology

and the use of open data.
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Farrell & Goodman (2013) [13] explored the daunting challenges governments are
facing today. It observed that in a world characterized by macroeconomic uncertainty,
rapid social change and technological innovation, citizens’ expectations of what gov-
ernment ought to deliver are rising. On the other hand, governments are hampered by
unsustainable debt burdens and shrinking budgets. For example, by 2013, the ratio of
general government debt to Gross Domestic Product (GDP) for member states of the
OECD exceeded 100 percent (OECD Economic Outlook No. 93, June 2013). Mean-
while, public trust in government is eroding and against this backdrop, not only must
governments do more with less, they must do so in highly visible ways, if they are to
regain the faith of their constituents. Guerra-Lopez & Hutchinson (2013) [19] noted
that performance contracting system is fairly sensitive to transactional relationships
across performance levels (that is, individual, group, organizational, and external im-

pact) and contexts. These findings tend to agree with our study.

4.3. Conclusion

The constituency most affected by the performance of the government is essentially the
citizen, who is also the tax payer. When a government is able to identify and manage
the factors that influence and affect service delivery, it is better able to relate with the
citizen, and to improve customer satisfaction with public services. Moreover, identify-
ing the key factors affecting performance helps in not only focusing of public resources
in the right areas, but also refocusing of managerial effort to address customer-centric
issues. The findings of the study therefore point to the need for policy makers to recog-
nize the power of performance measurement in impelling performance improvement,
as the latter affects the delivery of public services, and to ensure that performance
management practices in the public service are grounded on sound performance mea-
surement systems. This study was done, for the old structure of Kenyan government.
Therefore, in future, such study can be conducted with the new structure having county

governments.
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