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During the second meeting (March 2006), the Participating Partners wished to explore the options for a performance indicator that would mirror the growing importance of IT 
in providing services. 

The Participating Partners from Austria and the United Kingdom have come forward with a suggestion. 

Due to constraints, this was not discussed at the third meeting (June 2006). 

This paper reflects the understanding of the team of consultants on how the indicator proposed could be 
cast into operational definition. 

A thorough discussion of indicator 8 is scheduled for the next meeting (September 2006).

This draft paper is subject to revisions. These revisions might turn out to be substantial.

For the team of consultants:
Prof. Michael Wagner-Pinter


Vienna, 27 July 2006
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1 
The underlying concept of the »information technology indicator«

New channels for providing services

It is obvious that information technology offers new channels to provide services to customers. Moreover, it is widely held that these new channels are in many instances more cost-effective than the established ones. Thus it would make sense for a PES to switch to those new channels.

IT as an input factor

Though information technology might be more cost effective, it entails substantial cost to the PES introducing and running such new channels. From this point of view, information technology becomes a major input factor. 

Substitution between input factors 

The cost effectiveness of information technology as an input factor would suggest that it can serve as a substitute for other input factors, notably personnel. If this assumption is valid, then one would expect that IT-cost takes a growing share in total cost. In particular, a switch toward IT-channels should let IT-cost grow faster than personnel cost. 

Q8 as a ratio

This is the underlying idea of the »information technology« indicator Q8. It is the ratio between two index numbers. One index number (the numerator) refers to IT-cost, whereas the other index number (the denominator) refers to personnel cost.

Starting with 2001

Both index numbers set cost at 100 for the year 2001. If the resulting ratio (= Q8) is greater than one (for any year following 2001), then IT-cost have grown faster than personnel cost; is it smaller than one, the reverse is the case.

Data retrieval 

The data for this indicator should, in principle, be retrievable from the accounting system of the PES; they might even be published in the annual business report of the PES.

Underlying definition

When retrieving the numerical values for »IT-cost« one should make it clear whether the figures refer to »expenditures« rather than »cost« in the sense that outlays for investment (rather than only »depreciation« or a »rental price«) are the basis for the IT-cost series on the equipment component of IT-cost.

To illustrate the idea, consider the figures forwarded by the Austrian Participating Partner.



2001

2002

2003

2004

2005

Information Technology1 

46.882.022

54.654.737

53.823.525

56.262.321

54.421.441

Staff2

116.036.880

123.784.389

131.418.469

142.026.584

157.375.887













IT Index

100,00

116,58

114,81

120,01

116,08

Staff Index

100,00

106,68

113,26

122,40

135,63

Ratio = Q8

1,00

1,09

1,01

0,98

0,86

1
Including 
IT-equipment and
IT-expenses.
2
Including staff cost and staff training.



What would you infer about the Austrian PES from the indicator series presented?

2 
Is the indicator already part of the PES information system?

Q8: 
Information technology indicator



yes

no

· Is this indicator already part of your management information system?







· Is there an indicator already part of your management information system that comes close to Q8 with regard to data provision







3 
Are the data available? How are they defined?

· Information technology indicator

· Do you have full access to data to calculate indicator?

yes
no




· Please describe the measurement process:

List of papers of the Working Group

All papers of the Working Group will be distributed by the group of consultants to each of the Participating Partner: 

There are several series of papers. Some of them can be used for general circulation, some of them are for internal use only; none of the papers are strictly confidential. 

White Papers

· White Papers deal with general topics and cover the topics of the final report of the Working Group
(unrestricted circulation)

Blue Papers

· Blue Papers list performance indicators and discuss their strong and weak points (unrestricted circulation)

Red Papers

· Red Papers report on harmonized data forwarded by 
the Members of the Working Group (circulation only with permission of the Members who provided data) 

Yellow Papers

· Yellow Papers contain only information which serves to organize the work in progress (of no use to outsiders of the Working Group)

Green Papers

· Green Papers cover issues related to the choice of good practices and their presentations (unrestricted circulation)
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