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Evaluation of Public Sector Organizations Using
Adjusted Performance Measures

Jun TOMIOKA

Abstract

Ever since demand has grown for accountability and user choice in relation to
public sector institutions, improving performance of such institutions has become
the central concern for policy makers. But evaluation of organizational performance
in public sector poses difficult issues, due to the lack of unified criteria such as
the profit-maximization in private sector. One promising approach is to use ad-
justed performance measures (APM), which capture factors that influence the or-
ganizational performance but are outside of the organizations control. This article
illustrates basic ideas of APM and discusses appropriate statistical modeling tech-
niques depending on the types of dataset and substantive context. It then reports
findings from an empirical application to the public employment service. Since ef-
fectiveness of each public employment office is likely affected by a number of ex-
ternal factors, such as the characteristics of job seekers and vacancies, local labor
market tightness and macroeconomic conditions, it is important for accurate assess-
ment to properly consider the influence of these factors. This article also illustrates
the importance of interval estimation of APM to deal with the uncertainty due to
small sample sizes in the typical application. APM can be used in the wide range

of fields, including health, education and policing.



