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Abstract; 
Asset Management is one of the essential core functions of local government. The long term sustainability of our community infrastructure is dependent on planned and effective management of existing and future assets. Embedded in the provision, operation and maintenance of community infrastructure is service delivery. An important and necessary component of service delivery is establishing appropriate and sustainable levels of service. This paper overviews and provides a précis of levels of service and performance measurement as practiced by local government in New Zealand and observed during the IPWEA sponsored asset management study tour, conducted in November 2010. 
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Introduction

Local government all over the world is faced with the growing challenge of delivering services to communities with an increasing expectation concerning service standards and responsiveness. The delivery of services is balanced against risk, quality and cost. There is also an increasing expectation that councils will engage with communities (customers) to establish customer and technical levels of service performance. Councils in New Zealand are required to demonstrate a clear link between LOS and the Councils strategic objectives and goals.  The overall aim is to ensure that expectations are managed and there is appropriate accountability in the delivery of services. This is accountability is achieved through performance measurement. The aim is to provide the community with improved services which represent best value for money and achieve long term sustainability.

New Zealand and legislation

New Zealand is a relatively small nation of less than 4.4 million people. Its political structure consists of a single central government and 72 local government authorities. The local government authorities (city or district councils) each fall within one of 16 regions (Wikipedia, 2011). Central government in New Zealand plays a lead role in reviewing and auditing local government asset management performance. The Local Government Act 2002 (the Act) has an emphasis on long-term planning, sustainable service delivery informed by an understanding of community needs. Legislation sets in place a requirement for forward planning. Councils are required to prepare long-term financial strategies. A key Council document required under the Act is a Long-Term Council Community Plan (LTCCP). 

Long Term Council Community Plans

NZ Central Government’s Audit Office annually reviews and audits performance in relation to each council’s LTCCP. The audit typically checks systems and controls presented and integrated within the LTCCP and stated service delivery targets and performance. Under the requirements of the Act the LTCCP must include:

· community outcomes and decision-making processes 

· performance measures and monitoring procedures 

· means of determining and measuring levels of service (LOS) 

· identify assumptions 

· asset management plans and activity management plans 

· information systems and related business processes (in particular, the financial planning processes and financial modelling systems) 

· funding and financing policies and accounting policies

Office of the Auditor General (2011) 

During the study tour Councils consistently acknowledged the importance the LTCCP plays in guiding their asset management and consultative processes. However, it was interesting that the Upper Hutt District Council (2010) stated that “LTCCP’s do not drive their AMP’s except for discretionary capital works’ This Council did acknowledge that the AMP’s plans do feed financial information directly into the LTCCP. Councils also stated the importance of the LTCCP planning process and the extensive consultation undertaken with the community in developing on LOS standards. 
NZ councils generally have both asset management plans and activity management plans. Activity management plans are key documents within the LTCCP and are generally more focused on the Level of Service aspects of planning.  Asset management plans detail the technical and financial make-up of assets, i.e. new, renewal and upgrade. Both documents provide performance measures and targets. 

LTCCP and the Asset management / Level of Service (LoS) Link

It was highlighted by both local government and Audit NZ that good asset management practices are more likely to be evident where AM is endorsed and supported by GM’s / CEO’s. On the study group visit to Audit NZ office it was emphasized the importance that levels of service link appropriately to a performance management framework and community outcomes need to reflect the way the assets are managed.
It was stressed how important it was that Councils planning, technical / operational and finance areas work together in the preparation (no “silos”) of consistent asset management and service delivery information. Information related to each functional area is generally included within the LTCCP structure. 
There was acknowledgment that elected representatives have an important stake in setting of LOS and the final decision on LOS. This is often influenced by budget constraints. 

Making Levels of Service measurable and meaningful
Audit NZ (2010) has compiled a comparative assessment of what works and does not work in terms of LOS measures and LTCCP documentation. The guide document draws on examples which local government has drafted and the Audit Office has reviewed. The document sights examples which provide interesting reading.  In the early implementation of LTCCP’s Councils went through a significant learning curve in developing measurable and meaningful performance measures and LOS targets. Fundamental to the improvement in LOS measures is the need to clearly define and measure Levels of Service in the context of stated “technical” and “customer” LOS. 

Customer LOS performance measures are describe how the customer receives the service whereas Technical LOS performance measures provide an overall picture of organisational performance. For example customer levels of service – focus on customer experiences i.e. the road provides efficient and safe access, while, technical levels of service are used internally and are stated in technical terms such as; minimum lane widths for sub arterial roads will be 3.0 metres .  A demonstration of customer and technical LOS in the context of transport assets is shown in the following Figure 1; 

Figure 1 – Customer and Technical LOS’s
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 Extract NAMS, 2007, page A4/13

Other examples of customer and technical LOS, and performance measurement are referred to in the appendices. 

Defining Levels of Service, Performance Measures and targets

“Level of Service” is generally stated as a service output, – or something the organisation provides. This differs to the LOS “outcome”, which is the end result. LOS statements must be supported by a “performance measure” (or “indicator”) and a target. The AMP’s of councils visited during the study tour consistently referred to attributes such as; quality, reliability / responsiveness, customer service, sustainability, safety accessibility, affordability or similar annotations. The following Table 1 extract is from the Waimakiriri Road Activity Management Plan. This table is a practical example and demonstrates how the “LOS”, “measures” are importantly linked back to a community “outcomes” and demonstrates the relationship between the two.
Table 1 - Extract Road Activity Management Plan
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Waimakiriri (2009)
The measures adopted should be practical and reflect the community involvement in the development of the LOS’s. The community expectations also need to be reviewed against any legal and technical constraints. It was noted that it can be useful to benchmark with other organisations in terms of the PM’s and the standards applied.

Develop LOS options

Advice from many of the Council’s visited was that LOS should also be tested to determine the likely minium and maximum levels of acceptance of the community (customers). The aim is to find the ideal optimum. If necessary, options can be presented to the community and canvassed against cost and willingness to pay. “Do nothing” can be an option subject to legal requirements. NAMS, (2007) recommend that it is best to focus on the main cost drivers when assessing the cost to change the LOS.

The Waimakairiri District Council (2005) described its approach to the development of a LOS options as a three stage process;
· Step 1- Identify what does the community want?

· Step 2 – Clarify what it will cost for a LOS measure

· Step 3 – identify options and calibrate with a $ value in terms of an increase in rates.
It may be necessary for trade offs because not all people will want the same thing. It is also important to consider LOS options and identify any “risk cost”. A good example of assessing risk is depicted in Table 2. Waimakiriri (2009) has recorded the types of risk, assessed levels and determined mitigation strategies. This has been included in the AMP’s and is used to support decisions. 
Table 2 – Roading Risk Register
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Consultation Techniques

New Zealand Councils consult with the community extensively to facilitate understanding and agreement on LOS and performance measures. Consultation is a legislative requirement and integral in the LOS and performance measurement process. Councils adopt a range of consultation methods and from experience some Councils described the benefits and shortcomings of the methods used. For example Waimakariri District Council (2010) collects LOS data for the LTCCP using feedback from the annual plan, consultation, service requests, 3 year customer survey, public meetings and other feedback. Waimakariri Council commented that initially the Council experienced difficulty generating community interest in participating or providing feedback. The cause was considered to be too many questions and seeking too much detail. Experience has proven that the preferred method of community consultation is public meetings with a questionnaire. 

Given the breadth of the topic, this report does not discuss the consultation techniques practiced. A useful reference on this topic is the NAMS.NZ, “Developing Levels of Service and Performance Measures – Creating Customer value from Community Assets”, (2007) manual. 
Interpretation and presentation of the results
Following consultation, qualitative and quantitative data is analysed through cross tabulation of answers and subgroups. A satisfaction index is often used to present the results and represent benchmarks. The results are typically presented in a form depicting levels of satisfaction (measured in %age terms). Samples of data presentations used by the Selwyn District and Wellington City Councils are shown in Figure 2 and Figure 3. Councils use a variety of graphical representations to display performance measures and targets. 
Figure 2 – Council Performance Rating Trend
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Reference; Selwyn District Council (2009)

Figure 3 –Customer Satisfaction Rating 
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Reference; Wellington City Council, (2009)

Delivering Agreed Outcomes 

The outcome of the consultation process should be represented in the council’s asset management plans or other strategic documents. This information provides the community (customers) with the opportunity to identify the connection between results and intended actions. There is significant effort in measuring, maintaining and recording the customer satisfaction and linking and measuring this against the agreed outcomes. 

Agreed Outcomes and Delivery on promises

The delivery on the agreed outcomes is a non negotiable. Targets are fixed and Councils put in place asset management strategies which aim to achieve / deliver on the promised performance targets. Customer expectations need to be managed carefully. Customers will rate the services that they receive therefore closing the service level “gap” is a significant challenge. Gaps in delivery of services can occur at various points in the service delivery process. This is graphically represented in Figure 4.

Figure 4 – Service Level Gaps
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The community’s requested LOS may be unrealistic / unsustainable and based on lack of understanding. Adopted LOS and variances should be communicated to the customers (with reasons).  Communicating the cost of levels of service is a useful technique in resolving unrealistic expectations.  Figure 5 is an example of Waimakariri District Council representation of the cost of footpaths. The commentary describes the current LOS and provides an explanation to costs and constraints and what the community might pay for an increased LOS.
Figure 5 – Demonstrating the cost of services
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Asset Management Plans and Strategies to Deliver the Level of Service

Asset management plans (along with LTCCP’s) are important reference documents and contain LOS information, performance measures, targets and results. New Zealand Councils extensively follow recommended and uniform asset management practices as outlined in the “International Infrastructure Management Manual 2006” (IIM). The decision to document AMP’s to “core” or “advanced” level is often based on “asset size, criticality and risk”. The increased focus on LOS and documenting the measures and performance has required increases in staff resource to plan and prepare information for the AMPS and LTCCP’s (Waimakariri, 2010). 

Asset management plans must clearly detail the management strategies to deliver the service and performance targets. This includes LOS cost implications, accountability / responsibility, risk, timing and the effect of service level changes. Another important inclusion within the AM Plan is the link between LOS and budgets. Changes in LOS will also influence funding strategies for new assets.

Frequency of performance monitoring is determined taking into consideration criticality, timing, and effectiveness outside acceptable limits of performance. Increased frequency of monitoring should be implemented where performance deviates significantly from the target. It is a mandatory requirement that service performance of New Zealand Councils be audited and the results reported in their annual plan. 

Service Delivery

New Zealand Councils provide services both directly and through contracted delivery arrangements. The Councils visited appeared to have many external service contracts in place. The contracted arrangements create another layer of complexity in matching LOS and measured performance and reporting.

It was interesting to note that Councils commented very positively on the relationship between themselves and their contractors. It was apparent from statements made by Councils that contractors are strongly focused on providing services that are supportive and cooperative in terms of responding to customer needs and enquiries. It seemed also that contractors are diligent in recording information and service delivery data and providing the client Council with documented reports related to LOS performance.
Communication

It is important that communication procedures used to deal with customer enquiry and complaint processing are seamless. Communications processes need to be a “closed loop” system ensuring that information is directed accurately and efficiently and services are performed to the required standards, and the actions reported and recorded. 
Conclusion

Service delivery is a core function of Local Government and is a major driver for asset management planning and decisions. One of the more notable observations is the commitment made by New Zealand local government to delivering value for money services to the community. A significant driver for asset management best practice is the legislated requirement to integrate asset management into LTCCP’s . It is essential that asset management plans integrate with other strategic plans and reflect Councils long term priorities. Councils invest much time and effort in consulting with the community and documenting levels of service, performance measures and targets. There needs to be a clear distinction between the customer and technical LOS and these should always link to the customer values and community outcomes. 
The goal is to create customer value from community assets and the LOS adopted should generally reflect community expectation and also sustainability and risk considerations. 

The customer LOS expectations need to be managed carefully. The agreed LOS need to be clear, make sense and ultimately achieve community outcomes. 
New Zealand asset management practitioners are passionate and committed to the continuous improvement in asset management and delivering value for money services. 
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Appendix B – Sample Technical Levels of Service – Selwyn District Council
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Appendix C – Sample Levels of Service– Auckland City Council
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Appendix D-  Customer Performance Measurement – Auckland City Council
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Appendix E - Technical Performance Measurement – Auckland City Council
[image: image12.emf] [image: image13.emf]
Page 4

[image: image1.emf]