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Foreword

 dogmatic belief in the 

relative efficiency or 

inefficiency of the public 

or private sectors are poor 

substitutes for evidence and 

analysis. What matters is 

what works... 
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Terry  Moran  AC  

President,  Institute  of  Public  Administration  Australia

 The results of strategic 

public sector reform can be 

vastly more significant than 

a few input savings. Previous 

waves of strategic public 

sector reform in Australia 

have increased national 

prosperity by significantly 

boosting GDP... 
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Main Points

1

» 
» 
» 

» 

» 

Bang  for  our  bucks

2

Doing  less  with  less

3

» 
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» 

» 

» 

» 

» 
» 
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» 

» 
» 

innovations

quid  pro  quo  

» 

» 

» 
initiatives

» 
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Strong views

   I  respect  the  professionalism  of  the  public  service.  In  the  longer  term,  though,  we  

Tony Abbott, Liberal Party of Australia4

Mathias Cormann, Liberal Party of Australia7

  

Christine Milne, Australian Greens Party6

  

Kim Carr, Australian Labor Party8

   [We   are]   committed   to   maintaining   public   service   jobs   at   levels  

Bill Shorten, Australian Labor Party5

Scott Buchholz, Liberal Party of Australia9
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Penny Wong, Australian Labor Party10

Paul Fletcher, Liberal Party of Australia11

Peter Lindsay, Liberal Party of Australia15

  

per  cent  of  their  annual  running  costs  back  to  the  government  in  the  form  of  savings.

Stephen Jones, Australian Labor Party12

responsiveness  to  governments  and  the  public  at  large.

Melissa Parke, Australian Labor Party16

Jamie Briggs, Liberal Party of Australia13

  

Gary Gray, Australian Labor Party18

Andrew Leigh, Australian Labor Party14
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1: Decoding efficiency

 
Your money spent on you

19

» 20

» 

» 21

» 

» 
food  and  beverages

» 

» 

» 

»   
  

» 

» 

» 
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Getting ‘efficiency’ wrong

Inappropriate  cuts  or  savings:  

22

Inappropriate  privatisation  or  outsourcing:

23

Getting efficiency right

 To be clear, this is not an 

argument that outsourcing, 

privatisation, cutting spending 

or finding savings in the 

public sector are necessarily 

bad public policy.  
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Three kinds of efficiency

» 

» 

» 

 Rejecting efficiency 

offhand is just as 

significant a mistake as 

pursuing a biased perception 

of efficiency.  
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Inappropriate cuts and misunderstanding efficiency

24
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25

  lack of attention to 

outputs means that the 

reduction in services may 

be greater than the cuts 

to the resources  
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26

  

27  

BOX 1.1:   Removing  public  transport  subsidies  can  be  a  waste  of  time    

–  for  car  commuters
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» 
28

» 29  

» 

 the benefits of public 

transport are greater  

than the subsidies 

Inappropriate privatisation or outsourcing and misunderstanding efficiency

30
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Non-­competitive  conditions

Single  buyer

Alternative  means  of  competing
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Principal-­agent  problem

De-­skilling

31

Loss  of  economies  of  scale

32

33

34

 The private sector 

is not inherently more 

efficient than the public 

sector in the delivery  

of public services. 
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BOX 1.2:    A  clear  need  for  government  leadership    

–  the  National  Broadband  Network  (NBN)

 across the spectrum of 

politics, regardless  

of beliefs about big or small 

government, there is broad 

agreement that leadership 

of the construction of 

Australia’s next significant 

network is best provided  

by government. 
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35

36

37

Effectiveness and equity

effectiveness

38

39
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 two concepts that are 

related to efficiency: 

effectiveness and equity… 

reflect the expectation  

that the public sector 

serves the wider  

economy and society  

BOX 1.3:    It’s  not  just  the  size  of  your  stimulus  package,    
it’s  the  way  you  use  it

40

41

42
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   adn’t   spent   the  

form  of  waste  verses  another  form  of  waste.  And  so  it’s  a  judgment  of  what  is  the  

  right.
43

44

45

46

» 

47

» 

48
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49

Conclusion

» 

» 
» 

» 

» 

 evidence suggests the  

timely government 

intervention... was a 

necessary condition for the 

avoidance of recession   
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2: Bang for our bucks

Efficient government?
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51

52

53

WGI 2011:  

Government  

Effectiveness

WEF-‐GCI:  

Basic  

Requirements  

2010-‐2011

Finland 1 3

Denmark 2 5

Sweden 3 2

New Zealand 4 10

Switzerland 5 1

Norway 6 13

Netherlands 7 6

Canada 8 8

Luxembourg 9 7

Australia 10 9

Belgium 11 15

Austria 12 11

Iceland 13 25

United Kingdom 14 14

Germany 15 4

United States 16 19

Japan 17 18

Ireland 18 21

France 19 12

Israel 20 24

WGI 2011:  

Government  

Effectiveness

WEF-‐GCI:  

Basic  

Requirements  

2010-‐2011

South Korea 21 16

Chile 22 22

Estonia 23 17

Spain 24 23

Slovenia 25 20

Portugal 26 26

Czech Republic 27 27

Slovakia 28 29

Hungary 29 31

Poland 30 30

Greece 31 33

Italy 32 28

Turkey 33 34

Mexico 34 32

countries  with  ranks  on  the  measures    

within  two  places  of  each  other,  countries  

countries  with  differences  in  ranks    

of  three  to  seven  places

countries  with  a  difference  of  eight  or  greater
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54

10

 

AUSTRALIA

AUSTRIA
BELGIUM

CANADA

CHILE

CZECH REPUBLIC

DENMARK

ESTONIA

FINLAND

FRANCE

GERMANY

GREECE
HUNGARY

ICELAND

IRELAND
ISRAEL

ITALY

JAPAN

KOREA

LUXEMBOURG

MEXICO

NETHERLANDS

NEW ZEALAND
NORWAY

POLAND

PORTUGAL

SLOVAK REPUBLIC

SLOVENIA SPAIN

SWEDEN

SWITZERLAND

TURKEY

UNITED KINGDOM
UNITED STATES

PO
O

RL
Y 

EF
FE

CT
IV

E 
   

   
   

   
   

   
   

   
HI

G
HL

Y 
 E

FF
EC

TI
VE

 

HIGH TAX LOW TAX

Bank,  Worldw



False Economies

31

55  

56

 we have a far  

more efficient  

government than  

most of our  

peer countries  
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and  World  

Sector comparison 

Limited  Australian  data

57

2002 2003 2004 2005 2006 2007 2008 2009 2010

Effectiveness Rank Low Taxation Rank

2

4
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8
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14

16
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24

26

28
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32

34
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BOX 2.1: 

58

59

60

61

62

63

BOX 2.2: Public  and  private  employment  services

64

65  

66  

67
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68

69

70

71

72

73

74

75

Cost  savings  from  structure  not  sector

76
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77

78

79

80

81

82

83  In  
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85

Taking  into  account  different  jobs

86

87
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88

89

90

91

92  

93

» Size

» Location

» Activities
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» Demographics

94

Conclusion

95
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3: Good, better, best

Beyond the National Commission of Audit and Federal Budget 

» 
» 
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96  
97

98  

99

100

 Once government  

objectives are determined, 

consideration needs to be 

given as to how we can 

achieve these objectives with 

minimum resources.  
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101

102

minimise

103

104

105

106  

BOX 3.1:  

107
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108

109  More  

110

111

112

  

1987-1994 1.25%

1994-2005 1.00%

2005-2008 1.25%

2008-2009 3.25%

2009-2011 1.25%

2011-2012 1.50%

2012-2013 4.00%

2013-2014 1.25%

2014-2015 2.5%

2015-2016 2.5%

2016-2017 2.5%

  

113
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BOX 3.2:  APS  staff  cuts  -­  History  repeats?

114

115

116

117

118

119
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120

 

 

Growth (excl. coverage change) Average growth

-10%

-8%

8%

-6%

6%

-4%

4%

-2%

2%

0%

40

35

30

25

20

15

10

5

0
2007-8 2008-9 2009-10 2010-11

121

Year Staff

Change  

(excl. coverage) Growth

1997 134,052

1998 121,004 -11,479 -8.56%

1999 113,836 -6,809 -5.63%

2000 113,535 1,212 1.06%

2001 119,528 5,993 5.28%

2002 123,391 3,864 3.23%

2003 131,769 8,343 6.76%

2004 131,481 -518 -0.39%

2005 133,609 3,464 2.63%

2006 146,237 7,288 5.45%

2007 155,427 8,646 5.91%

2008 159,738 3,763 2.42%

2009 161,769 2,071 1.30%

2010 164,351 2,561 1.58%

2011 166,152 1,546 0.94%

2012 168,164 1,772 1.07%

2013 167,257 -919 -0.55%
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The  National  Commission  of  Audit

122

123

124

125

126

 More than two-‐thirds 

of the Commission’s 

recommendations 

concern technical 

efficiency, or limiting 

the expenditure and role 

of the Commonwealth 

Government 
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127

128

Innovation

 Public sector  

innovation has different 

drivers and faces 

different constraints than 

innovation in private sector 

organisations.  
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Innovation  in  public  sector  organisations

129

  

130

131

132

133

134

 any change to adopt  

more efficient practices 

requires some capacity  

to innovate  
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Barriers  to  innovation  –  risk  aversion

135

  

136

137

138
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139

140

141

142

143

144

145

146

147  media  

148

149

» Culture
150

151

» Incentives
152

 risk aversion is not 

inherent to the sector… 

However, the studies  

agree that risk aversion 

tends to be stronger in  

the public sector 
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153

» Leadership 154  

155 156  

» Hierarchy

157

» Inhibited   idea   communication
158

159

» Political  micro-­management
  

make  mistakes   and   the   government   is   seen   to   be   supporting   those   people  who  make  

160

161

Abel  Tasman

162
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Barriers  to  innovation  –  lack  of  resources

163

164

165  

166

Driving  innovation  in  public  sector  organisations

 When the successes  

of government actions  

are ignored and the 

failures strongly punished 

it creates a risk averse 

environment.  
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 The significance of lack 

of resources as a barrier 

to innovation means 

that a fund to provide 

investments in innovation 

might be advantageous 
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Innovation  awards  and  recognition
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Investing  
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Illustrating  potential  innovation  initiatives

» 

st

178

179  

» Public   service   design   and   behavioural   economics

180

181  

» Selection   of   infrastructure   projects

182

» Wiki-­based  policy  collaboration

183
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 using ‘wikis’ as a tool for 

community consultation and 

collaboration… aids efficiency  

by producing better designed  

and more informed policies  
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Professional accountability

The  current  ‘performance  management’  approach

 186
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189

signal  
the  impacts  of  program  activities’ 190
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Need  for  a  focus  on  outcomes
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in  Now  for  the  Long  Term 197  

198

199

Ahead  of  the  game
200

201

talist  approach  to  measuring  outcomes

  it is important that  

employee goals are aligned 

with organisational goals…  

This requires clarity in 

formulating organisational 

goals and clarity in the design 

of accountability systems.  
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Political  supervision  
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Conclusion

» 
» 

» 

» 
» 

innovations

 The danger is that  

we risk falling into  

‘false economies’  

– actions taken in the  

name of efficiency that 

lead to waste  

and inefficiency 
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