Changes to National Performance Indicator Arrangements

Members will be aware that the existing Best Value Performance Indicator (BVPI) arrangements will be significantly overhauled with effect from April 2008. At that point it is anticipated that there will be a set of 200 national indicators. Further implementations on this model; will then come in, in 2009.

Currently there are a number of BVPIs which are measured by the Human Resource service on behalf of the Council. They provide a number of measures relating to staffing profiles, sickness absence, early retirements etc.

It is anticipated that in future there will not be any national indicators which relate to the internal performance (‘corporate health’) of the Council.

Recently the Audit Commission has circulated a further set of potentially ‘voluntary’ Value for Money indicators for corporate services (see attached).

It is not yet clear how these will be used and whether we will be expected to report on all of them. However it is probably best to see the majority of them as indicators for the performance of human resource management in the authority, rather than narrowly as Human Resource Service indicators.

Members early views are sought on the efficacy of the suggested indicators and how the Cabinet Working Group may use them to monitor human resource management performance.

Value for Money in public sector corporate services
Primary HR Indicators

	Primary Indicators
	Rationale and expected impact on behaviour

	HRP1
	Cost of the HR function:

a) Cost of the HR function as a percentage of organisational running costs (expenditure)

b) Cost of the HR function per employee
	This is a high-level indicator of the cost-effectiveness of the HR function.

In most circumstances, organisations would aim to reduce their HR costs over time.  However organisations that score poorly on measures designed to test the effectiveness of the HR function (for example primary indicators 4, 5, 6 and 7) and also spend less on HR than the benchmark for their peers, will wish to consider whether extra investment would secure better value for money. 

Organisations that spend more than their peer organisations may wish to consider whether this is because, for example, they have an above average score against effectiveness criteria or whether there is scope for efficiency savings (for example evidenced by a disproportionately high cost of recruitment per vacancy, secondary indicator 5).  

	HRP2
	Ratio of employees (full-time equivalents) to HR staff
	This is a high-level indicator of the cost-effectiveness of the HR function which complements primary indicator 1.  Organisations should compare their result for this indicator with their peers, investigating the reasons for any significant differences.  They should also examine their result for this indicator in conjunction with their results for effectiveness indicators (for example primary indicators 4, 5, 6 and 7).  (Note: This is a widely recognised indicator and was used in the Government’s Efficiency Review).

	HRP3
	Average days per full-time employee per year invested in learning and development
	The investment in learning and development indicates the organisation’s commitment to enhancing its capacity to deliver and improve.  Organisations should compare their result for this indicator with their peers, investigating the reasons for any significant differences, taking into account factors such as any difference in the average degree of experience within the workforce and turnover of staff.  This indicator is closely linked to secondary indicator 1 (the cost of learning and development activity).

	HRP4
	Leavers in the last year as a percentage of the average total staff.
	This indicator aims to look at the stability of the workforce.  Some turnover in an organisation is accepted as healthy but a high level of turnover can indicate problems in organisational leadership, culture, and management and can impact on organisational performance (for example through loss of capacity, loss of valuable skills and knowledge etc).  Organisations may wish to compare their turnover rates with their peers, examining whether there are robust reasons for any significant differences.  In most circumstances, organisations would seek to reduce the percentage of leavers over time.

	HRP5
	Average working days per employee (full time equivalent) per year lost through sickness absence.
	Looks at the effectiveness of the HR function in terms of impact on the overall levels of sickness absence in the organisation through development of processes and procedures, and training for managers.  Organisations should aim to reduce the number of days lost through sickness absence over time.

	HRP6
	Commissioner and user satisfaction index – a composite indicator compiled from the responses to a set of statements by commissioners and users.
	This indicator examines the effectiveness of the HR function by assessing the perceptions of its commissioners and users.  The indicators have been identified because they are considered to indicate whether the function communicates effectively with its commissioners and users, and is responsive to the requirements of the organisation.  Over time, organisations should seek to increase the proportion of commissioners and users agreeing with the statements.  (The list of commissioner and user statements can be found on the Public Audit Forum website at www.public-audit-forum.gov.uk Organisations may wish to incorporate these statements into existing surveys of users and commissioners.)

	HRP7
	Management practice indicator – the number of practices that have been adopted by the organisation out of a possible total of 10.
	The aim of this indicator is to assess the extent to which the HR function achieves a set of key management practices which will provide an indication of whether it is a well-run, modernised, and mature function.

It is not anticipated that most organisations will have adopted all of the practices listed when first measuring themselves against this indicator set.  However, organisations should expect that the number of practices that they have adopted would increase over time.  (The list of practices can be found on the Public Audit Forum website at www.public-audit-forum.gov.uk and will be updated, if appropriate, in future revisions of the indicator set).


Secondary Indicators

	Secondary Indicators
	Rationale and expected impact on behaviour

	HRS1
	Cost of learning and development activity as percentage of the total pay-bill.
	The level of expenditure on learning and development indicates the organisation’s commitment to enhancing its capacity to deliver and improve.

This complements primary indicator 3 (average days invested in learning and development per employee). In both cases, organisations should compare their results with their peers, investigating the reasons for any significant differences, taking into account factors such as any difference in the average degree of experience within the workforce and turnover of staff.  In many cases, organisations would aim to achieve a period-on-period increase in their investment in learning and development activity.

	HRS2
	Cost of agency staff as a percentage of the total pay-bill

(excluding those counted in secondary indicator 3)
	Reliance on agency staff can increase costs significantly and not necessarily represent value for money.  Most organisations would therefore aim to reduce the proportion of their pay-bill spent on agency staff although they may (of course) need to use agency staff to good effect to manage variability in workload especially at short notice.

	HRS3
	Percentage of posts currently in the leadership of the organisation which are filled by people who are not permanent in that position.
	The degree of stability of the leadership of an organisation is a critical feature in terms of organisational performance and culture.  Organisations performing at a sub-optimal level tend to have a significant proportion of non-permanent staff in leadership positions.  In most cases, organisations would therefore aim to reduce the percentage of non-permanent staff in leadership positions.

	HRS4
	Average elapsed time (working days) from a vacancy occurring to the acceptance of an offer for the same post.
	This is an indicator of efficiency for a key HR process – recruitment to fill vacant posts.  Organisations should generally aim to reduce the number of working days needed to fill vacant posts. 

This indicator complements secondary indicator 5.

	HRS5
	Cost of recruitment per vacancy
	This is complements secondary indicator 4.  While organisations should usually aim to reduce the unit cost of recruitment they should examine the result of this indicator in conjunction with primary indicator 4 (leavers as a proportion of total staff) and secondary indicator 7 (the percentage of staff still in post after 12months).  Where organisations spend less on recruitment than their peers spend but have below average staff retention they may wish to consider whether extra investment in recruitment is likely to offer better value for money.

	HRS6
	Reported injuries, diseases and dangerous occurrences per 1,000 employees per year
	This measures the effectiveness of the organisation’s health and safety procedures.  Organisations would expect to achieve a period-on-period reduction in the number of incidents although organisations reporting extremely low figures compared to their peers may wish to consider whether all relevant occurrences are correctly reported.

	HRS7
	Percentage of people that are still in post after 1months service.
	The level of turnover in the first year is an indicator of the effectiveness of the organisation’s recruitment and induction processes.  This is closely linked to primary indicator 4 (leavers as a proportion of total staff).  Organisations would expect to achieve a period-on-period increase in the number of people still in post after 1months.


	HRS 8
	Cases of disciplinary action per 1,000 employees.
	To measure the extent to which capability/performance and conduct are actively managed. Organisations would usually expect to achieve a period-on-period reduction in the number of cases. However where no cases are actioned or where the number is considerably less than for peers with no apparent plausible explanation, organisations may wish to investigate whether managers are correctly applying disciplinary procedures.

	HRS9
	Percentage of staff who receive (at least) an annual face to face performance appraisal.
	To measure the coverage of individual performance management processes across the organisation. Organisations should aim to move towards achieving 100 per cent for this indicator (particularly in respect of their permanent staff).

	HRS10
	Percentage of leadership posts occupied by women
	To monitor progress in the achievement of equality of opportunity in employment for leadership posts. Organisations should compare their achievement against this indicator with their peers and, in most cases, should seek to secure a period-on-period increase in respect of this indicator.

	HRS11
	Percentage of employees who consider themselves to have a disability
	To monitor progress in the achievement of equality of opportunity in employment. Organisations should compare their achievement against this indicator with that of their peers and consider how the composition of their workforce might move towards a position that, for example, is more representative of the community they serve.

	HR12
	Percentage of employees aged 50 or over
	To monitor progress in the achievement of equality of opportunity in employment. Organisations should compare their achievement against this indicator with that of their peers and consider how the composition of their workforce might move towards a position that, for example, is more representative of the community they serve.

	HR13
	Percentage of Black and Minority Ethnic (BME) employees in the workforce.
	To monitor progress in the achievement of equality of opportunity in employment. Organisations should compare their achievement against this indicator with that of their peers and consider how the composition of their workforce might move towards a position that, 
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