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Abstract

China has been experiencing dramatic economic and social change during last decades. One factor behind its success is government’s performance management, which ensures the rapid and continuous economic and social development. According to the statistics, there are more than 200 cities in China that have introduced governmental performance management or objective management. Performance evaluation is an important element of performance management. This paper takes Hangzhou as an example to introduce the practice of performance evaluation of government department in China and evaluate how performance evaluation contributes to the success of economic development in the city. The City of Hangzhou is a prosperous city located in the southeast of China, which has witnessed great development in economy and society. The government department performance evaluation at Hangzhou began from 1992 and has had 15 year’s history. This paper reviews the development of performance evaluation system of Hangzhou (PESH); explains how PESH works at Hangzhou. These include the performance evaluation organisation, the performance measurements and indicators, the composition of assessors, evaluation method and process, and the impact and effects of the evaluation.

The paper evaluates the system based upon the literature and identifies the characteristics and weaknesses of PESH. The PESH has its unique characteristics that are different from other countries’ and even other cities’ practice in China, For example, it takes people’s satisfaction as the radical aim and the extent of people’s satisfaction as the main criterion, which is embodied by that social appraisal accounts for 50% of the total evaluation score. Others like the extensive social participation which is embodied by that the assessors are mainly made up of representatives of citizen and amount to more than 15,000; measures and indicators are simple but reflect the main aspects of government departments’ performance; the evaluation results are in form of ranking and classification for all government departments and the excellent and good ones will get awarded both materially and mentally; and the openness of evaluation result and its effective use as one of the main incentive factors to government departments and their staffs. Besides, it not only focuses on retrospective review, reward and accountability, but also guides and shapes prospective organizational vision and action.
After several years’ practice and continuous improvement, the PESH achieved great success and improved government departments’ performance greatly. The governmental work efficiency and effectiveness, public service quality and the internal management of the government departments are obviously improved. Meanwhile bureaucracy and corruption are reduced. Hangzhou’s model has proved to be a successful one and will give other cities a good example. As every model has weaknesses and the paper also provides suggestion for further improvement to PESH. 

Finally, this paper concludes that performance management, especially a good performance evaluation scheme appears to be a promising way to set up an incentive mechanism and can improve government departments’ performance. Hangzhou’s practice is very effective and it is because the scheme has drawn traditional Chinese culture (i.e. collectivism, sense of social responsibility, face and recognition in the society) into account.
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1 Introduction 

　Output and performance measurement was ‘one of the growth industries of the 1980s’ (Cave, 1990:9). Performance is widely expressed extraordinarily difficult to measure (Fletcher, 2004; Coaffee, 2005; Armstrong, 2006.) and how to evaluate it has been identified as one of the three big questions in contemporary public management. (Behn, 1995). Poister (2003:xvii) claims that ‘designing and implementing effective performance measurement system is a very challenging business’. Governmental performance evaluation is a hot issue concerned by many countries. Over the past three decades, criticisms toward government performance have become wider and wider across the world and the necessity to manage and evaluate government performance is emphasized. However, it is a big challenge to measure government’s performance. Bruijn (2001) argues that special characteristics of public products such as ‘process-oriented, not product-oriented’, ‘products are interwoven, not isolated’ make the performance measurement of public organizations problematic. But under the pressure of growing expectations toward the government, performance measurement and evaluation in government departments is introduced in many countries. According to Parston (2007) and Gore (1993), Australia, UK, Canada, US, South Africa, Ireland and France are all reported having performance management system in place at present. They all have national performance management mandates. And their measurement and evaluation methodology is developing all the time (Burnham, 2006). 
In recent years, growing expectations that public sectors need to be more accountable, effective and efficient and deliver better services have also left governments in China in greater pressure and making more effort in improving performance. During recent decades, China has been experiencing dramatic economic and social development. One factor behind its success is government’s performance management, which guaranteed the rapid and continuous economic and social development in China. 

 Hangzhou is a city located at the southeast of China and the capital city of Zhejiang province. It has witnessed great development in economy and society since the drive of reform and opening-up and has maintained an annual economic growth rate of more than 10% for successive 14 years. The GDP of Hangzhou reached RMB 410.389 billion in 2007. Its total economic strength ranked the 2nd among all provincial capitals and 3rd among all sub-provincial cities in China in 2007. In 2006, Hangzhou was nominated as ‘City of the Best Investment Environment in China’ by World Bank. From 2004-2007, it was ranked No. 1 among the Top 10 Best Commercial Cities in Mainland China by Forbes. In 2007, it won the honour of ‘City of Greatest Happiness in China’. 
　　Behind the continuous boom of Hangzhou’s economy and society, professional management is a factor for its success. In the process of economic and social development, People’s Municipal Government of Hangzhou (PMGH) has been experimenting an new scheme for performance management and evaluation continuously. 
　　

2 Government Performance Evaluation System in Hangzhou

2.1 Definition and background data  

In this paper, ‘government performance evaluation of Hangzhou’ refers to the performance evaluation made by People’s Municipal Government of Hangzhou (PMGH) towards the governmental departments. There are 31 member Departments, 10 directly under Organizations, 4 coordinating Institutions, 2 department management institutions, 4 specially founded and institutions, and 49 other organizations within PMGH.
2.2 The development of performance management toward government departments

The government performance evaluation scheme of Hangzhou began from 1992 and became an annual event since then. In 1992，the objective and accountability of management policy was introduced. PMGH examined and evaluated the achievement of every government department’s objectives against the agreement between PMGH and every government department. In 2000，in order to improve the work style of government departments PMGH started the identification of satisfactory departments and dissatisfactory departments by public satisfaction survey. People from all areas appraised and rated every government department’s wor，and satisfactory departments and dissatisfactory departments are identified according to the result of ranking. In this stage, the objective and accountability management policy and the identifying of satisfactory departments and dissatisfactory departments by public appraisal ran at the same time and independently. In 2005, PMGH integrated the objective management and the identification of satisfactory departments and dissatisfactory departments into one system and established comprehensive evaluation system. After 15 year’s practice, both the method of measurement and the reliability of result steadily improved.

   2.3 Guidelines and goals
Guidelines: (1)Take people’s satisfaction extent as the ultimate standard to evaluate the government departments’ performance; (2)Take the solving of hot issues that are cared by the people (such as health care, housing problem, traffic congestion and so on) as government departments’ work objective.

Goals:(1) Achieve outstanding performance and meet the needs of people;(2) Creating a people-oriented, accountability-oriented and democratic government;(3) Encourage the government departments improve the work efficiency and effectiveness and enhance awareness of cost; (4)Creating a harmonious society.
     2.4 Organization and regulation

     In 2005, the comprehensive evaluation Commission of Hangzhou was set up and the vice secretary of Hangzhou Communist Party was appointed the head of the commission. Below the commission, an office was established. The Comprehensive Evaluation Commission of Hangzhou and its office (OCEC) are in charge of the overall management of the evaluation. In June 2005, the Comprehensive Measurement and Evaluation regulation toward government departments in Hangzhou was issued as a law basis of performance evaluation, which prescribed the goal, content and implementation process of performance measurement and evaluation.
2.5 Evaluating contents and indicators

The comprehensive evaluation consists of three parts: The objective achievement, leaders’ evaluation and social evaluation, they account for 45% , 5 % and 50 % respectively (see table 1). The objective achievement mainly evaluates the level of accomplishment of objectives against the work objective and accountability agreement. Leaders’ evaluation mainly evaluates the level of achievement of the significant and strategic goals proposed by the CCP Committee of Hangzhou and the municipal government. Social appraisal evaluates the serving attitude and quality, work efficiency, justness, probity, work effectiveness, and social influence. 

Table 1   Evaluation Contents and Indicators of PESH
	Part
	Objectives’ achievement
	Leaders’ evaluation
	Social

appraisal

	Weight
(%)
	45
	5
	50

	Contents and indicators
	Accomplishment of annual work objectives

And work effectiveness
	Accomplishment of significant and strategic goals proposed by the municipal government
	. Serving attitude

and quality

. Work efficiency

. Justness

. Probity

. Work effect

. Social influence


 
2.6 The composition of assessors 

Table 2  The composition of assessors of PESH   

	Parts
	Objective Achievement
	Leaders’ evaluation
	Social appraisal

	Assessors
	Examiners

from OCEC
	The leaders of the municipal government, (including the secretary, vice secretaries and the standing committee of the China Communist Party (CCP) of Hangzhou, the mayor and vice mayors, the director and vice directors of the People’s Congress of Hangzhou, the chairman and vice chairmen of  the People’s Political Consultant Conference, the chief judger of the People’s Court of Hangzhou, the chief procurator of the People’s Procuratorial House.
	Deputies of Municipal Congress of CCP of Hangzhou, Deputies of People’s Congress of Hanghzou, Members of Hangzhou People’s Political Consultation Conference, Citizen representatives, Representatives from enterprises       Representatives from  communities, Representatives from provincial and district government departments,  Leaders of governmental departments; Experts.


3-5


20


15,000

	


The objective achievement evaluation is made by Examiners from OCEC; leader’s evaluation is made by the municipal government leaders. Social appraisal is made by different representatives from 9 aspects (see Table 2). The assessors of social appraisal amount to 15,000 and are selected randomly based on fixed ratios. So the evaluation is 360-degree and really a combination of ‘top-down’ and ‘bottom-up’ approach. 

   2.7 Performance management and evaluation process

  
The performance management and evaluation process is sees in the Diagram 1.












Diagram 1 performance management and evaluation process of PESH
There are six steps in the performance management and evaluation process (See diagram 1) involved in the process as seen below:

   Step 1: Set organizational annual work objectives and plan: Establish performance objectives and goals to define the level of performance to be achieved by the government departments. No later than December 10 every year, each government department shall submit to OCEC the organizational annual work objectives and a work plan for the next year. The objectives and plan are made according to its functions and missions. Meanwhile, when developing a strategic plan, the department shall consider the long-term strategy, and annual significant goals and tasks of the municipal government and consult with the municipal government. 

   Step 2:
Sign objective agreement. After received all government departments’ objectives and plan, OCEC would check them against every department’s functions and roles, and the long-term strategy and annual significant goals and tasks of the municipal government as well. If the key works and tasks relevant to the significant annual goals and tasks of the municipal government are omitted, they would add them into every department’s objectives and plan. Afterwards, they return the objectives and plan to every department and get their confirmation and agreement. Then the mayor and department leaders sign objective and accountability agreement.

Among the objectives, some are quantitative and some are described, that is, qualitative. Take the work objectives of the City Construction Committee of Hangzhou as an example, there are quantitative objectives like ‘Finish the construction of Qiutao-Shixiang Road, Liuxia- Shixiang Road, and Desheng Road’; ‘Finish the construction of 1,000,000 m2 economical housing’; and so on. There are also quantitative objectives like ‘Apply the energy saving architecture design standard and generalize the green architectures’.

    Step 3: Daily management. The government departments report their work monthly to OCEC. OCEC’s inspectors monitor and check the government departments’ work both regularly (usually once a quarter) and irregularly (sometimes in forms of spot-check), and make judgement about how well they are performing and how these missions are implemented. Feedback will be given on time. If there are objective difficulties for a department to fulfill the tasks, a formal report should be presented 3 months ahead of the deadline for the task to be completed and the goals can be modified after the confirmation of the mayor.

　　Step 4: Performance report.  No later than January 31 every year, the head of each department shall submit a report on the organizational work performance for the previous year to OCEC. Each performance report shall: (a) review the success of achieving the performance goals of the previous year; (b) explain and describe why a performance goal has not been met and what action has been taken. After checking the reports, OCEC publish these reports on the mass media and make known by the public. During the whole year, every department can also publish and report their work progress and achievement in the mass media.

Step 5: Examination and evaluation. 

At the end of the year, examination and evaluation will be made. There are three parts in this stage:

(1) Objective examine and evaluation. At the end of every year, OCEC send evaluation panels to evaluate every department’s performance against their work objective contract, and gives them a mark according to the extent of achievement of the objectives. 

(2) Leaders’ evaluation: The leaders of the municipal government mark every department’s work according to the extent of achievement of the objectives, especially the achievement of significant or strategic objectives.

(3) Social appraisal is made through public satisfaction surveys. OCEC sends appraisal questionnaires to social assessors and asks the assessors to appraise the performance of every government department. The questionnaires are designed as tables (see table 3) and every indicator has 5 satisfaction levels (or rating scales), every level is given a certain score. The assessors can do the appraisal just by ticking s in blanks. They can also write down their comments, suggestions and advices in the comment column.

Table 3  A Simplified Sample of Social Appraisal Questionnaire

	Evaluated department
	Evaluation Contents
	Rating scale and score
	
	Comment suggestion

and advice

	
	
	Satisfied
	Compa-

ratively

Satisfied
	Relucta-ntly Satisfied
	Not very

satisfied
	Not satisfied
	

	
	
	5
	4
	3
	2
	0
	

	Municipal

Planning Bureau
	Serving attitude
	
	
	
	
	
	

	
	Work

effect
	
	
	
	
	
	

	
	…
	
	
	
	
	
	

	Municipal

Education Bureau
	Serving attitude
	
	
	
	
	
	

	
	Work

effect
	
	
	
	
	
	

	
	...
	
	
	
	
	
	

	…
	
	
	
	
	
	
	


Step 6:
The publication of evaluation result and feedback. After the final mark is made, OCEC will publish the evaluation result through mass media such as the Hangzhou Daily, Hangzhou TV and make it known by citizen.  Detailed feedback on their performance will be given to every department, and all the comments, suggestions and advices will also be collected and sent to different departments for improving their work further. Identify the problems and ask every department submit solutions and solving timetable.
　  
2. 8 The use of evaluation result. 

OCEC ranks the government departments according to their marks and the passing line set ahead of time. The one that scores the last of the ranking list and doesn’t reach the passing line is identified as the unsatisfactory department. The top 15% and 20% departments are identified as ‘satisfactory departments’ ( or excellent performance departments) and ‘distinction departments’ respectively, and the following are identified as ‘pass departments’, ‘fail departments’ and the unsatisfactory department respectively according to the top-down ranking list. After the result comes out, the CCP Committee of Hangzhou and the municipal government would have a large scaled review and awarding conference and the satisfactory departments and distinction departments would be appraised publicly and awarded extra prize excluding their year-end bonus. The unsatisfactory department’s staff can not get the year-end bonus. The leader in the department that is identified as the unsatisfactory department for continuous three years will be dismissed. 

3 Effectiveness of the performance management and evaluation system

As Kaplan and Norton (1992) believe that ‘what you measure is what you get’, after several years’ practice and continuous improvement, PESH achieved great success and improved government departments’ performance greatly. These could be found from fours areas as explained below.
3.1 Improved efficiency and effectiveness 
The more clear work objectives, the pressure from the evaluation and the competition between different departments made the government departments increasingly aware that there is “no best but better”, minimize the managerial or organizational randomness and aimlessness, become more accountable and learn actively from better management practices else to improve efficiency and effectiveness. 
3.2 Improved public service quality and helped to establish a ‘service-oriented government’ 
Through the feedback from the citizen, the government departments have the data about who is happy/ unhappy with their performance and why, therefore can change their work accordingly. It accelerated the reform of the administrative system, improved the service accessibility, serving attitude, service delivery speed and responsiveness to the customers. 
3.3 Reduced bureaucracy and corruption and helped to set up a ‘transparent government’ and ‘clear-handed government’
 In order to let the public know their work and ‘make informed choices’ (Mayston,1985), the government departments often report publicly on their function, work flows, work progress, work achievement and work innovation, this made their work more transparent. At the same time, people’s awareness to supervise government’s work is also increasingly improved and they are actively concerned with performance information of government departments. The openness of regulations, work standards and flows, and the social supervision ensure that the power entrusted to government departments is not abused, making the government departments’ administrative behaviours more just and standard. So bureaucracy and corruption are reduced.
3.4 Improved internal management of the government departments

The pressure of evaluation and the atmosphere of competition make government officials make great efforts to improve their abilities to respond to a changing environment, to act entrepreneurially, to be innovative and responsive to the customer and so on. Meanwhile, they focus more on internal performance management, making their staffs understand that their performance directly contributes to the ongoing success and viability of the organization, clear about organizational and individual missions; making use of the potential of all their people and develop their skills; motivate everyone’s sense of collective honour and social responsibility, motivate them to strive for achieving high performance goals. ‘a high performance culture’ described by Armstrong ( 2006:2) in which individuals and teams take responsibility for the continuous improvement of the organization and their own abilities and contributions within a framework provided by effective leadership has been established in every department.
   4 Characteristics of PESH
PESH has been a very successful scheme in local government perfoamance management. It does have its unique characteristics, for example people-centre and customer-oriented. Detailed of the characteristics of PESH are seen below.  
People-centred and customer-oriented. PESH Takes people’s extent of satisfaction as the main indicator and has a wide participation of people. It represents the fundamental interests of the people, guarantees the people’s rights to be informed, to participate, to be heard, and to oversee, safeguarded the social equity and justice. It increased the responsiveness of the providers of services to the consumers of those services so is a ‘customer model’ (Pollitt, 1987) for performance appraisal and promote the construction of a ‘Customer-driven Government’ (Osborne and Gaebler, 1992:166).
Performance measures and indicators are simple but reflect main aspects of governmental departments’ work. PESH takes serving attitude and quality, work efficiency, justness, probity, work effect and social influence as the main indicators to measure government departments’ work. They are simple, well-defined and easily understood, but reflect main aspects which are important to decision-making. So ‘emphasis is given to a limited number of key measures or indicators likely to give the biggest pay-off’, which is identified as example of good practice by OECD (1994:41-2 ). 

   The rating-based evaluation method is simple and feasible. It is difficult and not possible to measure the amount of achievement or contribution of every government department, but preferences can be put into rank order by citizens even though they cannot know the achievement or contribution gaps between different departments. So the rating-based evaluation method in the social appraisal and leader’s evaluation is simple and feasible.

The evaluation result is used as an effective trigger. The evaluation results are in form of ranking and classification for all government departments and are transparent to the public. They are linked to the bonuses or awards of the heads of government departments and their staff, the promotion and use of officials. And the excellent and good ones will get awarded both materially and mentally. All these help to trigger the greatest sense of collective honour and face, social responsibility and awareness of competition and act as effective incentives. 
Focuses on future actions rather than just staying on the past. The system does not only focus on retrospective review, reward and accountability, but emphasizes more on guiding and motivating prospective organizational vision and action. After the evaluation, the solution of problems collected from the social appraisal will be listed into next year’s work objectives. These that are concerned by a lot of people will be taken as hot issues and be paid more emphasis. So it helps to construct a ‘Mission-driven Government’ (Osborne and Gaebler1992:108).
　5 Reflective thinking of PESH

PESH appears to be an effective scheme but it still has some weaknesses and some difficulties that need to explore further, some of them are also recognized by OECD (1994:41-2) as difficulties in performance evaluation. These include ignorance of cost, using the same indicators measuring departments with different responsibilities etc. These issues are discussed as following.

Weighs the output more than the cost. High-performance governments are committed to cost-effectiveness. According to Berman (Berman, 2006), Performance is ‘the effective and efficient use of resources to achieve results’ and efficiency is defined as ‘the ratio of outcomes (and outputs) to inputs (O/I)’, indicators should ‘assist in determining cost-effectiveness’. But PESH is not so focused on the first 'E' among the four 'Es' (economy and efficiency, effectiveness, and equity). 
    Uses the same indicators and criteria to evaluate departments of different accountabilities. The OECD (1994:41-2) argues that performance comparison should ‘only be made on a like-with-like basis’. According to ‘SMART principle for performance objectives, performance indicators and criteria should be ‘specific’. But PESH uses the same indicators and criteria to evaluate departments of different accountabilities. 
 Some performance objectives are not in an objective, quantifiable, and measurable form. So it is not in accordance with the ‘SMART’ principle too. 
Evaluation is not fully objective. In the process of public appraisal, inexperienced citizens’ personal feelings outweigh objective evaluation. So it’s hard to avoid bias and injustice. 
    　

6 Suggestions for improvement 
    During the implementation of PESH, People’s Municipal Government of Hangzhou has realized the weak points and has been making efforts to improve and perfect the evaluation system. Following are some proposals for improvement:

Apply financial evaluation method or performance auditing and link organizational budget more closely to performance objectives. (Poister,2003:5) argues that ‘most effective measurement systems are designed and implemented not as stand-alone systems but rather in conjunction with other management and decision-making processes, such as planning, budgeting.’  Brown (1982:282)  believes that performance auditing not only has direct monetary saving, but also ‘intangible or qualitative’ benefits such as the increasing ‘quest for more efficient and effective programs’, ‘strengthened fiscal awareness and control’, and a ‘heightened sense of accountability’. So performance auditing could be introduced to assure the more effective use of resources.
Use specific indicators and criteria to evaluate departments of different accountabilities, and establish more scientific performance indicator system as well. 
Choose more qualified appraisers. For example, invite more experts to be appraisers. And training, monitoring are also methods suggested by Armstrong (2006) for increasing consistency of rating.
 　　7 conclusion

Although PESH still has some weaknesses, it functioned effectively to improve the performance of the government departments. From the practice of Hangzhou, it is found that performance management, especially a good performance evaluation scheme appears to be a promising way to set up a competitive and incentive mechanism and can improve government departments’ performance. Another important thing for Hangzhou’s model to achieve obvious effectiveness is that the scheme has drawn traditional Chinese culture (i.e. collectivism, sense of social responsibility, face and recognition in the society) into account.
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