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ABSTRACT
Health	and	social	services	are	increasingly	produced	in	cooperation	among	several	specialized	organizations.	
This	has	increased	the	importance	of	service	integration	in	the	sector.	While	the	literature	acknowledges	the	
need	for	performance	measurement	addressing	outcomes	and	effectiveness	of	service	integration,	not	enough	
is	known	about	applying	such	measurement	practices.	This	paper	examines	the	design	of	a	performance	
measurement	system	to	support	the	effectiveness	management	of	an	integrated	service	delivery.	The	research	
identifies	three	aspects	of	effectiveness	–	community,	client	and	network	level.	Empirical	examination	reveals	
that	success	factors	for	design	of	measures	for	integrated	service	delivery	include	consensus	on	the	targets,	
coordination	and	fluent	cooperation	among	actors	in	the	network.	The	paper	contributes	to	performance	
measurement	literature	by	illustrating	how	the	design	of	system	level	measurement	is	carried	out	in	practice	
and	analyzing	the	lessons	learned.
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INTRODUCTION

Need for System-level Management of Welfare Services

Effectiveness has become a focal performance criterion in health and social services. One rea-
son for this has been the New Public Management, which emphasizes the need to modernize 
the public sector. Public organizations are expected to be managed more like enterprises and 
become more customer-oriented, focused on outcomes rather than inputs, and be more efficient 
and effective (Barretta & Busco, 2011; Jansen, 2008).

Outcomes and effectiveness in many fields of welfare are produced in cooperation among 
different organizations in the health and social sectors (e.g. Axelsson & Axelsson, 2006; Hansson et 
al., 2010). Since the 1990’s increased attention has been paid to cooperation as a means to achieve 
more effective and efficient public sector services (e.g. Kurunmäki & Miller, 2011). Along with 
the increasing cooperation, service integration has become an important issue in welfare services 
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(e.g. Axelsson & Axelsson, 2006; Hansson et al., 2010). Integrated service delivery strategies are 
deemed a solution to rising costs, low quality of care and dissatisfied clients (Evans & Baker, 
2012), and in recent years much research on collaboration (e.g. Qvretveit, 2002) and the evalu-
ation of integration of services has been conducted (e.g. Ahlgren & Axelsson, 2005; Axelsson 
& Axelsson, 2006; Standberg-Larsen & Krasnik, 2009). The management and coordination of 
intra- and inter-organizational cooperation are challenging, and research generally aims to find 
concrete tools and guidelines for collaboration and service integration (e.g. Qvretveit, 2002; 
Hansson et al., 2010). Better tools for managing integration are needed, since many integration 
efforts have failed (Qvretveit, 2002). There may be concern that service integration has become 
means without ends or an end in itself. The academic literature emphasizes process rather than 
outcome in initiatives to apply service integration in practice, ultimately producing relatively 
scant evidence of the outcomes of integration (Wistow & Dickinson, 2012).

Increasing cooperation and integration in health care and other welfare services indicate 
that performance management at the organizational level is not sufficient to ensure high per-
formance of the service system. Organizations may have conflicting goals and focus primarily 
on their own performance rather than the overall ability of the system to serve customers. This 
puts performance management activities in a new perspective. Managers need information on 
system-level performance (e.g. Callender, 2011). This has been recognized in public management 
literature and the focus is moving towards inter-organizational governance, which emphasizes 
the role of long-term inter-organizational relationships and the governance of processes as solu-
tions for more effective public services (Osborne, 2006). However, limited attention has been 
paid to studying how management control practices like performance measurement are applied 
in practice within inter-organizational relationships, or what public network performance is 
(Barretta & Busco, 2011).

Effectiveness of welfare services at the service system level is usually assessed by utilizing 
different types of evaluation approaches. The role of economic evaluation is established espe-
cially in the field of healthcare (Drummond et al., 2005; Brazier et al., 2007), but applied also 
in social services (Flatau and Zaretzky, 2008; Jones et al., 1994). Key motivation for conducting 
economic evaluation is its ability to provide systematic analysis of different alternatives in service 
production for decision makers at the service system level (i.e. public administration). Economic 
analyses seek to identify and to make explicit the set of criteria that is useful in deciding among 
different uses of scarce resources. Key characteristics of economic evaluations, regardless the 
area it is applied in features the inclusion of the costs and consequences of activities (Drummond 
et al., 2005, p. 9). Focal benefits of evaluation approach relate to its ability to provide informa-
tion of effectiveness of operation. However, since evaluations are usually conducted on an ad 
hoc, retrospective basis by external evaluators, and results are communicated in the format of 
extensive evaluation reports, their usability as managerial tools is limited (Nielsen & Ejler, 2008). 
Managerial purposes require different types of performance measurement systems. Performance 
measurement, which can be defined as “the	process	of	defining,	monitoring,	and	using	objective	
indicators	of	the	performance	of	organizations	and	programs	on	a	regular	basis” (Poister, 2003, 
p. 1) tracks the results as an integral part of operation and is conducted by internal managers, 
appears as a more applicable tool for managing effectiveness (Nielsen & Ejler, 2008). Next, 
performance measurement as theoretical approach of this research is discussed.

Theoretical Approach of the Study and Research Gap

Performance measurement is the crucial element of performance management, which can be 
defined as a process by which the organization manages its performance in line with its strate-
gies and objectives (Bititci et al., 1997). As a diverse and multidisciplinary research area, the 
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field of performance measurement lacks a cohesive body of knowledge (e.g. Franco-Santos et 
al., 2007). Thus, in the field of performance measurement, theoretical approach refers to contri-
butions made by management researchers in various disciplines, like in strategy management, 
operations management and management accounting rather than solid knowledge within a certain 
discipline (ibid). While performance measurement appears as a promising approach in managing 
effectiveness, there are several gaps concerning the current knowledge of performance measure-
ment literature related to measuring the effectiveness of integrated service delivery and welfare 
service systems (e.g. Barretta & Busco, 2011; Conaty, 2012; Provan & Milward, 2001). Tradition-
ally performance measurement research is focused on organizations. Recently the performance 
measurement of inter-firm cooperation and networks have received increasing attention both in 
business (e.g. Busi & Bititci, 2006; Kaplan et al., 2010; Parung & Bititci, 2008; Pekkola, 2013) 
and the public sector literature (e.g. Murray et al., 2000; Conaty, 2012). Simultaneously, the 
performance focus in the research literature has shifted from improving processes and outputs 
to longer-term outcomes and impacts and the value that co-operative service delivery creates 
for its clients (e.g. Barretta & Busco, 2011; Halligan et al., 2012; Laihonen et al., 2014; Porter 
2010). In spite of recent development in the area of performance measurement research, there 
is very little empirical research that explores the performance measurement and management in 
collaboration (e.g. Bititci et al., 2012), especially in the area of welfare services.

Earlier research on how to carry out a successful measurement project at organizational level 
abound (e.g. Jääskeläinen, 2010; Bourne et al., 2000; Neely et al., 2005; Rantanen et al., 2007; 
Saunila et al., 2012). However, little is currently understood about how to develop performance 
measurement that captures effectiveness in inter-organizational co-operative settings in the 
welfare sector. Examples from business (e.g. Kulmala & Lönnqvist, 2006; Pekkola, 2013) are 
not necessarily applicable to public sector welfare services for many reasons; for example in the 
public sector partnerships and networks are usually imposed by superior authority rather than 
resulting from voluntary cooperation, which may affect the motivation and interest of participants 
for development work (Halligan et al. 2012). Common challenges in social and healthcare service 
networks include unclear roles and responsibilities (e.g. Hansson et al., 2010), which challenges 
the start of performance measurement in inter-organizational cooperation. In public service net-
works with various stakeholders and levels of analysis even the content of performance appears 
unclear (e.g. Barretta & Busco, 2011; Conaty, 2012). In efforts to measure the effectiveness of 
integrated service delivery, the number of stakeholders with varying targets and performance 
criteria makes even agreeing on a holistic and balanced definition of effectiveness difficult (e.g. 
Conaty, 2012; Evans & Baker, 2012, Provan & Milward, 2001).

To conclude, there appears to be lack of knowledge on applying performance measurement 
approach in measuring effectiveness of welfare services at system level. This research aims at 
fulfilling the research gap by examining how the performance measurement approach can be 
applied to measure the effectiveness of integrated service delivery in welfare services. This 
research focuses on the design	phase	of	measurement, since the first steps of measurement are 
the most critical for the successful use of performance measurement later on (e.g. Bourne et 
al., 2000; Rantanen et al., 2007). Performance measurement design entails 1) consideration of 
what to measure and then 2) how to carry out the measurement development (e.g. Bourne et al, 
2000; Jääskeläinen et al., 2009). In this research, defining elements	of	effectiveness of the ser-
vice system is a prerequisite for specifying the aspects that should be measured. Another focal 
question is to understand how the measurement design process can be implemented in practice 
in the context of inter-organizational cooperation in the welfare service sector. This research 
contributes to the conceptual understanding on performance measurement design in the case of 
effectiveness in co-operative settings in welfare services. From a practitioner perspective, this 
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paper explains how to design measures of effectiveness that are relevant managerial tools at 
welfare service system level.

Next, the design process of performance measurement focusing effectiveness in welfare 
services is discussed based on earlier research literature.

LITERATURE REVIEW: PERFORMANCE MEASUREMENT 
DESIGN AT SERVICE SYSTEM LEVEL

Performance measurement implementation is usually divided into three main phases: design, 
implementation and use of measures (e.g. Bourne et al., 2000). The first task in designing mea-
sures is to identify the purpose of the measurement, which should be linked to the organization’s 
objectives. In the context of networks, the measurement should support the objectives of the 
network (e.g. Bourne et al., 2000; Neely et al., 2005). Thus, the measurement design requires 
consensus on the objectives and the purpose of the measurement among actors in the network. 
(Cunha et al., 2008; Kaplan et al., 2010). Cunha et al. (2008) point out that defining indicators 
should be a joint effort during the network set-up.

In efforts to measure effectiveness, the consensus of the target of measurement, i.e. on the 
concept of effectiveness should be reached among network participants. Effectiveness is a chal-
lenging concept, especially regarding welfare services, since there are various key stakeholders 
ranging from individual clients (beneficiaries) to employees of service provider organizations 
and taxpayers, whose frequently conflicting needs and goals the effective service system should 
fulfill (Porter, 2010; Provan & Milward, 2001). Consistent with the multiple-stakeholder per-
spective, welfare service systems can be measured at different levels of analysis (e.g. Provan & 
Milward 2001; Crook et al., 2009; Strandberg-Larsen & Krasnik, 2009). Usually the frameworks 
proposed in the literature include three levels of analysis, for example, Provan & Milward (2001) 
distinguish levels of community, network and its organizational participants, whereas the clas-
sifications by Strandberg-Larsen & Krasnik (2009) and Crook et al. (2005) include system level, 
organization level, and individual level.

At the community level, the aim of the network usually relates to improved access, utiliza-
tion, responsiveness and integration of services while maintaining or reducing costs. Thus, ef-
fectiveness at community-level can be evaluated by assessing the aggregate outcomes for clients 
of the network, and by estimating the overall costs of service (Crook et al., 2005; Provan & 
Milward, 2001). According to Crook et al. (2005), system-level outcomes include cost-savings 
across systems, lowering access barriers, networking among community organizations, and 
aggregation of client-level outcomes. The literature on welfare services suggests that aspects 
related both to client outcomes (e.g. changes in the quality of life, functional status, mortality) 
and costs have central role when measuring the overall performance of the system (Porter, 2010; 
Strandberg-Larsen & Krasnik, 2009). In addition to these, there are other criteria according to 
which community-level effectiveness can be measured, like the ability to build social capital and 
a public perception that a problem is being solved (Provan & Milward, 2001).

Effectiveness at the network level relates to the network’s ability to provide its clients with 
the services needed at the right time. Effectiveness criteria at the network level include having 
suitable organizations providing essential services in the network, integration and coordination 
of services in order to avoid overlap and sub-optimization, creation and maintenance of actors 
coordinating the network, member commitment to network goals and cost of network maintenance 
(Provan & Milward, 2001). Effectiveness criteria at participant level include both criteria related 
to specific organizations and clients. Measures related to organizations in the network relate to 
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resource acquisition, cost of services provided, and client outcomes. The client-level includes 
measures related to changes in health and the quality of life of clients receiving services, and 
client satisfaction (e.g. Crook et al., 2005; Provan & Milward, 2001).

Based on the literature, Figure 1 proposes a conceptual framework for effectiveness in 
welfare services. Consonant with earlier literature (e.g. Crook et al., 2009; Provan & Milward 
2001; Strandberg-Larsen & Krasnik, 2009) Figure 1 divides effectiveness into three levels of 
analysis: community/system level, network level, and participant level, which includes both 
organizations participating in the network and individual clients. The overall effectiveness of 
the welfare service system is based on interactions across all three levels of analysis (e.g. Crook 
et al., 2009), indicating that all three levels of analysis should be measured for a holistic view 
of the effectiveness of the system.

Usually the actual design of performance measurement is organized as a series of workshops 
led by a facilitator or consultant (Bourne et al., 2002; Lönnqvist, 2004; Pekkola, 2013). The 
facilitator’s contribution is considered crucial to the success of the design process (Bourne et 
al., 2002; Jääskeläinen et al., 2013). In inter-organizational cooperation, the role of facilitator 
is further emphasized (e.g. Axelsson & Axelsson, 2006; Pekkola, 2013). The literature suggests 
that the successful design of performance measurement system assumes the participation of 
employees in the operative level in the development work (Jääskeläinen et al., 2013; Rantanen 

Figure	1.	Effectiveness	in	welfare	services
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et al., 2007). The composition of the workgroup and a positive atmosphere are considered fo-
cal factors promoting the development of performance measurement systems in both public 
welfare services (Jääskeläinen et al., 2013) and collaborative business networks (Kaplan et al., 
2010; Pekkola, 2013). Inter-organizational collaboration in public health is often organized in 
the form of multidisciplinary teams, a small group of people representing different professions 
who together across organizational boundaries provide services to a specific group of clients. 
The active involvement of representatives from multidisciplinary teams is vital to the successful 
development of performance measures in welfare service systems (Axelsson &Axelsson 2006).

The design phase is critical in the development of any performance measurement system 
since it forms the foundation for the implementation and actual use of measures. Problems in the 
design phase may entail more problems later on (e.g. Jääskeläinen et al., 2009; Rantanen et al., 
2007). Busi & Bititci (2006) point out that major barriers to the successful implementation of a 
collaborative performance management system relate to difficulty in developing a collaborative 
culture and in developing appropriate performance measures. According to Rantanen et al. (2007), 
the main challenges in designing performance measurement systems in the public sector are due 
to the involvement of many stakeholders, causing difficulties in accommodating the conflicting 
needs of stakeholders and difficulties in target setting. Public sector welfare service organizations 
have numerous measures in use (Jääskeläinen, 2010; Linna et al., 2010; Martin & Kettner, 2010; 
Sillanpää, 2011) and selecting appropriate measures from those available or developing new 
measures is challenging. Moreover, in the welfare service context, financial measures dominate 
(Saunila et al., 2012) even though the most focal measurement objects in health and social ser-
vices relate to qualitative, intangible issues (e.g. satisfaction and well-being of clients, quality of 
life) that are difficult to measure (Jääskeläinen et al., 2009; Martin & Kettner, 2010; Sillanpää, 
2011) and not measurable with financial measures. Other challenges in performance measure-
ment development in the public sector include lack of ownership of the project, opposition of 
personnel to performance measurement (cultural issues), and overlapping/competing projects 
that impede the progress of the development work (Jääskeläinen, 2010; Rantanen et al., 2007).

Summarizing the literature, recent developments in welfare services (cooperation, new public 
management) underline the need to acquire knowledge about performance, and especially the ef-
fectiveness of services provided in cooperation. From the performance measurement perspective, 
the literature currently reveals little of how managers perceive effectiveness at the service system 
level (what to measure) and how a performance measurement system supporting the management 
of effectiveness in co-operative settings could be designed (how to measure) in the context of 
welfare services. In the next section, the empirical research attempts to answer these questions.

EMPIRICAL EXAMINATION: CONTEXT 
AND METHODS OF RESEARCH

The empirical part of the research includes a qualitative case study (Gummesson, 2000) de-
scribing the development of a performance measurement system for a new type of service, 
the geriatric outpatient clinic Geripol, organized as inter-organizational cooperation in a large 
Finnish municipality. The practical aim of the development work was to design a performance 
measurement system to support the performance management of Geripol, especially in terms of 
quality and effectiveness. The municipality had a separate productivity measurement framework 
including costs and productivity. The aim of empirical research was to examine how the con-
ceptual framework of effectiveness based on the research literature can be operationalized and 
if the identified factors related to design of performance measures, i.e. workshops as working 
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method, participants from multidisciplinary teams, role of facilitator, and challenges related to 
the design process, apply in the context of inter-organizational cooperation in welfare services. 
Case study was considered an appropriate research approach because the author sought a rich 
understanding about the real-life phenomena under study (Yin, 2009). The case study was 
conducted as an action research project with twofold objectives: solving a practical problem 
and contributing to prior knowledge (Coughlan & Coghlan, 2002). Action research, which can 
be seen as a variant of case research, is applicable in situations such as this, where the aim is 
to develop a new solution to a problem of which little is so far known. In action research, re-
searchers act as participants “on site” rather than as outside observers, thereby gaining insights 
into unstructured situations and variables/issues that may not initially be apparent (Westbrook, 
1995). The action research project was carried out in the form of workshops facilitated by two 
researchers. Research project included one group interview before the workshops and five 
workshops. Figure 2 illustrates the themes and schedules for workshops. This research approach 
afforded the researchers many-sided data and an opportunity to utilize many different types of 
sources of evidence, like administrative documents (reports, proposals), e-mail correspondence, 
interviews, and participant observation (e.g. Yin, 2009). The main data collection methods were 
participant observation during workshops and a group interview at the beginning of the project. 
In the workshops one of the researchers worked mainly as facilitator, whereas the other focused 
on collecting data by making notes on conversations during the workshop. After each workshop, 
the researchers analyzed the notes and made summaries of workshops that were discussed with 
participants at the beginning of the next workshop session. Thus participants had an opportunity 
to comment on the researchers’ observations and analyses, and data collection and analysis was 
an iterative process that continued throughout the development work. The researchers thereby 
accessed in-depth information about the development process and the concept of effectiveness 
and the participants’ interpretation of it. The author was one of the facilitators in the development 
project. The process and the participating actors are described in the next chapter.

The geriatric outpatient clinic was launched in 2011. The clinic’s services are produced through 
cooperation of various operational municipal service units, including the outpatient departments 
of three geriatric hospitals, primary health care, and home care, which are located in different 
administrative departments. Some services may be purchased from other service providers, like 
companies or non-profit organizations. Integrated service delivery, right from the referral of 
clients to supportive home care, including timely institutional care and specialized health care, 
is deemed a prerequisite for the successful operation of Geripol. One of Geripol’s main tasks is 
to coordinate service production so clients get the services they need at the right time. Clients’ 
service needs are assessed by Geripol, and clients are referred to the services they need, either 
produced by own units or purchased from companies. Coordinating the client referral process 
is one of the main changes that Geripol has entailed; client referrals were previously made by 
family doctors in primary health care. For the clients, coordination is the main benefit of Geripol 
as they now should receive all the services they need from one service counter.

The overall goal of Geripol is to enable elderly people to live at home and support home 
care, thereby reducing the use of institutional care. Home care is considered beneficial for both 
clients and service system; clients prefer living in their own homes and receiving the care and 
support they need there. The reduction in institutional care means substantial overall savings in 
elderly care. Besides the traditional outpatient clinic operations, Geripol aims to offer geriatricians’ 
services in clients’ homes, which would be conducive to living at home and also cater for clients 
in need of demanding specialized care. Housecalls made by a multidisciplinary team, including 
a geriatrician, a nurse and the client’s dedicated caregiver are the core of Geripol’s operations. 
One of the main advantages is the support the geriatrician offers the elderly person’s home care 
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team; consultation to the client’s general practitioner in primary health care and training for home 
care staff. Dissemination of geriatric expertise and on-the-job learning are also among Geripol’s 
targets. In addition to professional nursing staff, clients’ family members are encouraged to be 
active (if possible) in supporting the client.

RESULTS

The Design Process in Geripol

The design of measurement was carried out as a development project comprising five workshops. 
Figure 2 illustrates the main tasks and the schedule of workshops, which were preceded by a 
group interview between the researchers and working group to survey the activities and targets 
of Geripol, current measurement practices and development needs regarding measurement. 
The working group in the municipality consisted of representatives of both the service provider 
and purchaser; the purchasing manager of elderly care services, the coordinator of elderly care 
services (purchaser), the manager of hospital care for elderly (provider), the development man-
ager of institutional care (provider), the chief medical officer of geriatrics (consultant/developer 
of Geripol), and a professor of geriatrics serving as an expert in this project and also chairing 
another group developing efficiency measures for all elderly care services in the municipality. 
Workshops were organized by the research and evaluation manager of the municipality.

At the beginning of the development work, the task was to identify the target of the devel-
opment project. A comprehensive picture of Geripol, its operations and stakeholders was drawn 
to illustrate the connections between the various organizations and stakeholders forming the 
network. The main target of the measurement development work was to design measures to 
evaluate the outcomes and effectiveness of Geripol services. Organizations in the network had 
numerous measures already in use for evaluating the effects of elderly care services, especially 
clinical measures assessing the health outcomes of institutional care. However, in addition to 
effects on clients, the working group identified several other targeted impacts related to Geripol, 
e.g. cost savings, intensified cooperation within the network, effects on institutional care, home 
care and primary health care, and changes in the competence of primary health care and home 
care personnel.

Figure	2.	Outline	of	workshops
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During workshops 2 - 4 the measurement approach was specified, which entailed identify-
ing different perspectives related to the effectiveness of Geripol activities. During the develop-
ment work, three main perspectives of effectiveness were identified: community, client, and 
management/production of services. Numerous measures were proposed and discussed in the 
workshops on the performance of Geripol. The aim of this development project was to create 
measures for the purchaser’s use, which underlined the role of measures concerning effective-
ness related to clients and community. According to the purchaser-provider model, the purchaser 
determines effectiveness, while the provider’s task is to decide how to achieve it (how to manage 
the network). Hence only a few measures related to processes or cooperation were included in 
the framework. A definition of user policy for measures was proposed in the fourth workshop. 
In the user policy, the following issues were identified for each measure: name, measurement 
target (what to measure), formula for the measure, current value, target value, data needed for the 
measurement, person responsible for the measurement, and how the results were to be reported. 
In the final workshop the status of measurement and the integration of measures throughout the 
measurement system were discussed.

The duration of development project was relatively long (about 19 months), which influenced 
the composition of the working group; for example, in the third workshop representatives of all 
major actors/organizations in the network were present (altogether 12 participants), while in the 
final workshop there were only two participants present from the municipality (the coordina-
tor of elderly care services and the coordinator of the development project). However, the core 
working group was active at the beginning of the project when the most important decisions 
about the framework and measures were taken (workshops 1-3). Another reason for variation 
in the working group composition was overlapping development projects; there were at least 
two projects running concurrently; one for productivity and another for the effectiveness of all 
elderly care services.

The Resulting Measurement System

Table 1 presents the results of the measurement development work in the case of Geripol. Ef-
fectiveness was divided into three perspectives: community, network and client, which facilitated 
the identification of measurement objects and the actual design of measures. At the community 
level, the aim of Geripol is to decrease the use of institutional care (and increase home care). The 
number of home care clients transferring to institutional care in relation to the number of residents 
in the municipality aged over 75 years was considered a suitable measure of effectiveness at 
the community level. Community perspective refers to the whole municipality, not just elderly 
care services. At the network level, access to services, level of cooperation in service provision, 
upgrading employees’ competence and number of home calls conducted by the geriatrician were 
chosen as measurement objects. At the level of clients, measurement targets included stakeholder 
satisfaction (clients and family members), changes in clients’ well-being, and use of emergency 
and unplanned institutional services.

Many of the measures, especially those related to clients’ clinical aspects, were in use in 
municipality’s elderly care. However, most of the measures required modification of current 
measurement and a renewal of procedures for data collection and analysis. Existing measures 
relate to organizations or service units in the network while the new measures of Geripol relate 
to the entire network. This necessitated changes to current measurement processes. The mea-
sures related to inter-organizational cooperation are new and new data collection procedures are 
needed in order to implement them.
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At the time of the last workshop (May 2013), the purchaser had decided to implement 
new measures in the 2014 purchasing contracts regarding Geripol services. However, for many 
measures issues related to user policy were still in progress.

ANALYSIS OF FINDINGS

The case study analyzed in this paper presents a development project for designing system-level 
performance measures for a welfare service. The aim of the development work was to design 
measures related to the effectiveness of a newly launched service, the geriatric outpatient clinic 
Geripol. The starting point was to design measures of effectiveness for the purchaser’s use, which 
evidenced the purchaser’s powerful influence on and role in the target setting of the development 
project. Initially many different types of objectives related to the operations of Geripol were 
identified and discussed among the actors in the network. In order to clarify the big picture, and 
prioritize different targets, the objectives were structured into three levels of analysis based on 
stakeholders. The focal result of the development project relates to identifying different perspec-
tives on effectiveness; community, client, and network management. Identifying different levels 
and targets related to each of them was a crucial step in deciding what to measure. This also 
served to clarify causal relationships between different perspectives; i.e. what should happen in 
service production (network management level) in order to achieve certain effects on clients, 
which eventually manifest as welfare effects at community level.

Effectiveness on client level was considered paramount in the measurement framework. 
This view was strongly supported by the purchasing manager of elderly care services, who stated 
that “Client is the one who steers the whole thing”. Nearly all measures developed relate to the 
qualitative aspects of client outcomes, either directly (satisfaction, quality of life or functioning 
ability) or indirectly (access to services, number of home calls by multidisciplinary team, relative 
number of home calls). At the network level, measures were intended to support the management 
and development of cooperation. However, the management of the service integration process was 
not of the main interest in this development work, and therefore the number of measures related 

Table	1.	Measures	of	effectiveness	in	Geripol

Perspective     Measurement Object     Measure

Community - Relational number of clients 
moved from home care to 
institutional care

- Number of clients moved from home care to 
institutional care in relation to numbers of citizens of 
municipality aged over 75 years

Management of 
the network

- Access to the service 
- Cooperation 
- Competence 
- Home calls

- Clients who got care in 1-7 days/all clients 
- Number of house calls conducted by multidiscipline 
team (geriatrician and nurse from home care unit) 
- Competence survey 
- Home calls/all visits to Geripol (%)

Clients - Satisfaction of stakeholders 
(clients, family member etc.) 
- Use of hospital emergency and 
hospital care 
- Changes in client’s quality of life 
- Changes in client’s ability to 
function

- Stakeholder survey 
- Number and cost of visits to emergency room, 
unscheduled care days/treatment periods 
- Measurement of quality of life before – after 
treatment by Geripol 
- Measurement of functionality (clinical measures 
e.g. DRS, ALD, MAPLE) of clients before – after 
treatment by Geripol
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to management and coordination activities was limited. On the community level, the long-term 
effectiveness of the Geripol services was linked to the number of home care clients entering 
institutional care compared to the entire elderly population of the municipality. The measures 
developed seemed to cover the main aspects of effectiveness at different levels of the welfare 
service system (cf. Crook et al., 2005; Provan & Milward, 2001), and thus providing a holistic 
approach for performance measurement in this context. Measures of costs and productivity were 
not included in these measures since they were already included in the existing measurement 
framework of the municipality.

Designing performance measures in the public sector is challenging (e.g. DeGroff et al., 
2010; Jääskeläinen et al., 2009; Linna et al., 2010; Rantanen et al., 2007; Saunila et al., 2012). 
The literature suggests that one of the major challenges in designing measures at system level in 
public welfare services is to reach agreement on common targets and purposes of the measurement 
(e.g. DeGroff et al., 2010; Rantanen et al., 2007). However, consensus on the main objectives 
and purposes of the measurement was attained early and relatively easily in this development 
project, since the main target of the network’s operations was clear to all participants from the 
beginning of the development work. Different options of measurement objects and actual mea-
sures were discussed actively in workshops and there were no major disagreements between 
participants about measurement. In case of minor disagreements, facilitators mediated by asking 
more details about different opinions, and discussions on different aspects were facilitated to reach 
mutual understanding of measurement. In Geripol, challenges in the design of measures related 
to imbalance in existing measures; many established measures were in use for some aspects, 
especially clinical outcomes of care, while for other aspects there were no existing measures. 
Those measures already in use had to be modified to the network level. For example, measures 
related to clients’ well-being have been established in the organizations, but the level of analysis 
had to be modified so as to include the clients of Geripol, not all clients in the elderly care sec-
tor or in just one organization. In addition to the existing measures, the measurement system 
includes many new measures, especially related to network management. The implementation 
of those will require time, resources, and coordination.

The development work was facilitated by two researchers, and the workshops were coordinated 
by the research and evaluation manager of the municipality. The roles of outside facilitators and 
the in-house coordinator were crucial to the progress of the development work; the facilitators 
planned the overall content and schedules for the workshops and the coordinator scheduled them. 
The working team included representatives from the various organizations and professions of 
the network, which should ensure successful implementation of the measurement system (e.g. 
Jääskeläinen et al., 2013; Axelsson & Axelsson, 2006; Rantanen et al., 2007; Pekkola, 2013). 
However, the service network was relatively new, and roles and responsibilities were still to 
some extent unclear, which manifested as lack of strong coordination in the development project. 
Participants were also involved in other concurrent development projects (one of which related 
to the same theme) and this hampered the development project. Concurrent projects caused 
confusion among participants; e.g. some became frustrated or were too busy, which possibly 
undermined motivation and participation. At the end of the project, issues related to the user 
policy, like source data for measures and responsibilities regarding the implementation and 
coordination of measurement were partly still in progress.

In summary, the main findings of the measurement development project related to the 
identification of different levels of effectiveness and including all levels in the measurement 
solution. This promoted the more comprehensive measurement of the effectiveness of the welfare 
service system. The conceptual framework presented in the paper (Figure 1) was beneficial in the 
identification of the focal elements of effectiveness in this context. The division of effectiveness 
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into three perspectives was beneficial for performance measurement, but also for the overall 
performance management of the network in the future. The working group participants had 
common objectives for operations at the beginning of the development project, which advanced 
the definition of measurement objectives and measures. Workshops led by outside facilitators 
appear as a beneficial working method in designing performance measurement in co-operative 
settings such as the one examined in this study. The most focal benefits relate to the development 
of measurement system in cooperation among participants of the network, organized content 
and schedules, consultation provided by facilitators, and the facilitators’ mediating role. The 
working group consisted of representatives from different organizations and professions, which 
is a prerequisite for the successful implementation and use of measures.

Clients as stakeholders of Geripol did not participate the development project, which is one 
of limitations of this research. However, client perspective was underlined by all participants, 
and the measurement solution includes various measures related to clients, e.g. direct feedback 
from clients, which indicates that clients’ perspective is well acknowledged in measurement. 
Challenges related mostly to network coordination and competing development projects that 
participants were involved in. Presumably these factors affected the schedule of the project; the 
design phase alone took about 19 months, which is relatively long compared with earlier experi-
ences in the business sector (cf. Bourne et al., 2000).

DISCUSSION AND CONCLUSION

In welfare services a more holistic approach in performance measurement and management is 
needed in order to avoid sub-optimization and achieve a higher level of effectiveness. While 
performance measurement appears promising approach in managing the effectiveness of welfare 
service system, research literature lacks the knowledge on how to apply it. This paper aims to 
contribute to the existing performance measurement literature by examining how the design of 
system level performance measurement targeting the measurement of effectiveness in welfare 
service system can be conducted. This research focuses on two focal questions in the design 
phase of the measurement: what to measure and how to carry out the development process in 
the context of inter-organizational co-operative setting.

In order to specify what to measure, this research presents a conceptual framework based 
on the existing literature including three perspectives on effectiveness – community, client and 
network management level. Whereas the earlier literature (e.g. Provan & Milward, 2001) pro-
poses frameworks for evaluating network effectiveness at different levels, this research takes 
a step forward and applies such a framework in practice in the context of integrated service 
delivery. The framework presented in the research facilitated the identification of perspectives 
of effectiveness and targets related to each, which was crucial in order to prioritize and design 
measures. This was also helpful in illustrating the links between different perspectives; i.e., how 
service production (network level) affects clients, which in turn has effects at community level. 
Client perspective is focused in the measurement solution, either directly or indirectly, which is 
obvious in the context of welfare services.

To answer the question how to carry out the development process, this research implements 
the performance measurement design process in the context of welfare services and analyzes 
findings based on the earlier research literature. Earlier literature (e.g. Cunha et al., 2008; Kaplan 
et al., 2010) suggests that consensus on the network’s target and the use of measures should be 
reached at the beginning of the development work. According to the results of this research, 
that is not a specific challenge, if the purpose and use of the measurement system are decided 
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beforehand, which is beneficial for the development project. Successful implementation of the 
measurement system requires representation and fluent cooperation of different professionals 
in the design phase (e.g. Axelsson & Axelsson, 2006). In this research, different organizations 
of the network were represented fairly well, which should enable successful implementation of 
the measurement system. Also, this research confirms earlier research (e.g. Axelsson & Axels-
son, 2006; Bourne, 2002; Jääskeläinen, 2010; Lönnqvist, 2004; Pekkola, 2013) that contribution 
of outside facilitators is important in the development process. Factors identified in the earlier 
literature, like unestablished roles and responsibilities in the network (e.g. Hansson et al., 2010) 
and overlapping projects (Rantanen et al., 2007) were the main challenges that prolonged the 
measurement design process. Thus, the results of this research support the previous literature of 
the design process in many ways. However, results of this research further underlines the role 
of coordination; while the design process of this research entails many success factors, like the 
consensus of targets, outside facilitation and multidisciplinary development team, strong coor-
dination that clarifies roles and responsibilities would have been needed in order to accomplish 
the task in a reasonable time.

Traditionally, the evaluation of effectiveness in welfare services is conducted by utilizing 
different types of economic evaluations (e.g. Nielsen & Ejler, 2008). This research has extended 
the scope of performance measurement approach to the measurement of effectiveness by opera-
tionalizing the concept of effectiveness in the context of integrated service delivery in welfare 
services and by suggesting and empirically applying a method (design process) for carrying out 
the measurement development. The key findings of this research relate to the identification of 
perspectives of effectiveness in the welfare service system and to the designing a measurement 
system that includes relevant perspectives. According to the present research, the more holistic 
measurement and management of effectiveness in welfare service system may be attained by 
understanding the diverse perspectives of effectiveness and taking different perspectives into ac-
count in measurement and management. The research adds to existing performance measurement 
literature by illustrating how the design of system level measurement that supports the integrated 
service delivery can be carried out in practice in the context of welfare services.

This research suggests that performance measurement approach is applicable in designing 
measures for effectiveness in the context of welfare service system. The conceptual framework 
of effectiveness and the sequential design process (workshops) are beneficial tools in designing 
measures of effectiveness for integrated service delivery in welfare services. Since objectives 
of this research were twofold: to solve a practical problem of how to measure effectiveness of a 
service provided in cooperation (Geripol) and to contribute to prior knowledge of performance 
measurement, action research was chosen as a suitable research method for the study. Action 
research entails many benefits, like access to real, complex decision making situations, but it 
has certain limitations. Research results acquired through action research are situational and 
contextually embedded (e.g. Coughlan & Coghlan, 2002). Thus, the results of this research, like 
measures developed cannot be adopted directly in any situation in measuring effectiveness in 
health care services or welfare services in general. Instead, both the conceptual framework and 
the measures need to be modified according to the strategic objectives of the network and the 
needs of the particular decision-making situation. The present research includes only the design 
phase of performance measurement, and is thus unable to add knowledge about actual imple-
mentation or use of system level performance measurement, for example, how data is collected 
for measures, how organizational objectives are linked to objectives of the network and how 
network-level measures are integrated into the management systems of individual organizations. 
Further research is therefore needed about the implementation and actual use of measures to 
support the management of effectiveness in the welfare service systems.
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