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Abstract 

Scholars and organizations (Arah et al. 2006, Smith 2002, Hurst & Hughes 2001), often inspired by NPM,  

have advocated the introduction of performance measurement systems (PMS) in the health care sector. 

Target setting and evaluation are two of the phases of global performance management systems, but few 

studies focus on how targets should be set and evaluated to be challenging. Starting from the principles of 

the goal setting theory (Locke & Latham 1990) and benchmarking technique in health care, this paper 

proposes an operational framework to assist policymakers and managers in a multiple actor healthcare 

system in setting targets and conducting a fair evaluation. The authors based the operational framework 

for targets setting evaluation on the experience they conducted in Valencia and Tuscany Regions. 

Information on the methods applied in  Tuscany and Valencia were gathered from the authors’ expertise 

and from the analyses of policy documents, public reports, official websites and from the discussions with 

regional actors. Although Valencia and Tuscany Regions adopt different models of governance (Valencia 

more oriented to competition while Tuscany is more oriented to cooperation), different levels of 

application (Valencia assesses all professionals while Tuscany assesses only health authorities Ceos) and 

sometimes different processes (e.g. in the communication process), both of them seem to apply very 

similar techniques to motivate employees during targets setting and evaluating phases. In particular, in 

both the experiences, the prerequisites needed to set challenging targets are selecting appropriate 

indicators/goals and comparing them in benchmark. Therefore, the operational framework proposed 

seems useful and adaptable to different contexts and the method proposed for regional administrations 

can be also applied at micro level. However it is necessary to have units that can be compared and 

performance measurement systems that are already in use. Further studies are needed to better 

understand if different application lead to different results. 
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1. Background.  

Scholars and organizations (Arah et al. 2003; Smith 2002; Hurst & Jee-hughes 2001), often inspired by New 

Public Management (NPM), have advocated the introduction of performance measurement systems (PMS) 

in the health care sector. Hence, explicit standards, measurements of performance, emphasis on output 

control and private sector styles of management practice have become a common refrain in public 

organizations. Target setting and evaluation are two of the phases of global performance management 

systems, but the literature in the health care sector has mostly focused on conceptual frameworks (Arah et 

al. 2003, Veillard et al. 2005) and case studies (Ballantine et al. 1998; Pink et al. 2001) discussing the 

process of application of PMS (Abernethy & Brownell 1999; Nuti et al. 2012; van den Berg et al. 2014) and 

on financial incentives systems (see for instance (Appleby et al. 2012; Christianson et al. 2007)) and reward 

systems (see for instance (Custers et al. 2008)) from the institutional to the individual level. There is an 

ongoing debate on the results achieved with incentive mechanisms ((Van Herck et al. 2010; Christianson et 

al. 2007; Scott et al. 2011)) and in particular on how to set quantitative targets (Judge et al. 2005). To this 

extent, some authors have tried to provide insights to policy makers and managers to design incentive 

systems in the healthcare sector. For instance, Glasziou and his colleagues (Glasziou et al. 2012) wrote a 

check list of 10 items as a sort of ex-ante evaluation of the effectiveness of their system; other authors 

(Custers et al. 2008) proposed a decisional framework in order to help decision makers choose the 

appropriate type of incentive (whether financial, such as bonuses, or non-financial, such as training 

activities) for the values and goals of the health care system and the contextual factors that can influence 

effectiveness. Finally, others (Van Herck et al. 2010) suggested six steps to be followed in designing pay for 

performance (P4P) schemes: “(1) select and define P4P targets on the basis of baseline room for 

improvement, (2) make use of process and (intermediary) outcome indicators as target measures, (3) 

involve stakeholders and communicate information about the programs thoroughly and directly (4) 

implement a uniform P4P design across payers, (5) focus on both quality improvement and achievement, 

and (6) distribute incentives to the individual and/or team level”. Moreover, both external variables (such 

as uncertainty) and internal variables (such as employees’ motivation) can affect performance results, so 

policy makers have to consider both of them when setting appropriate targets and assessing results. To 

deal with uncertainty and to set appropriate goals and fair evaluations, it is necessary to know the 

characteristics and the performance of the targeted organizations. To this aim, benchmarking techniques 

(Northcott & Llewellyn 2003) increasingly used to provide information to policy makers. Furthermore, the 

way  the evaluation of the results is performed affects the willingness to commit to new challenges, which 

is a moderator of the relationship between goal setting and performance results. Therefore, the objective 

of this study is to propose an operational framework to assist policymakers and managers in a multiple 

actor healthcare system in both setting targets and conducting fair evaluation, starting from the principles 

of the goal setting theory and benchmarking techniques that were applied with success by Valencia (Spain) 



and Tuscany (Italy) Regions. The authors had an important and documented role in designing and 

implementing the Performance Evaluation Systems in Valencia (Gòmez 2008; Gòmez & Carrillo 2009; 

Gòmez 2011) and Tuscany (Nuti 2008; Nuti et al. 2012; Nuti et al. 2009) in collaboration with regional policy 

makers, managers and professionals. Therefore, the information on the methods implemented in the two 

Regions are gathered both from the authors’ direct experience,  expertise and discussions with regional 

actors and from the analyses of regional policy documents, public reports and official websites. 

The paper is structured as follows: 1. A brief snapshot of the principles of the goal setting theory and 

benchmarking technique, 2. The conceptual and technical framework for setting challenging targets and 

assessing results; 3. The case studies of Valencia, Spain and Tuscany, Italy and 4. The discussion. 

 

1. A brief snapshot of the principles of the goal setting theory and benchmarking techniques 

The goal setting theory is one of the mainstream motivational theories. The basic assumption of this 

inductive theory developed by Locke and Latham at the end of 80s is that goals have a pervasive influence 

on employee behaviour and organizational performance. The major finding of the goal setting theory is that 

individuals who are provided with specific and difficult but attainable goals perform better than those given 

easy, nonspecific goals or no goals at all (Lunenburg 2011).  

In their last book on the goal setting theory Locke and Latham (Locke & Latham 2013b) have summed up 

the characteristics of the goals and the factors which affect performance, identifying directions for future 

research.  

Goals should have two main attributes: content and intensity. The first one refers to the concept of what is 

being sought and its specificity, while the second one refers to the effort needed to attain the goals. 

Indeed, if specific and challenging goals significantly increase performance the open question is “how 

challenging is challenging?”. In laboratory experiments (which are extensively applied in this field of 

studies), difficult goals are usually set at the 90th percentile while in field experiments they are often set on 

the basis of  the perceived judgement of “difficult yet attainable” goals (Locke & Latham 2013a). 

The achievement of a goal is moderated and mediated by other variables (Locke & Latham 1990). Some of 

these variables refer to the psychological or individual sphere, such as ability (people should know and have 

the skills to obtain a specific performance) and self-efficacy (the believed capacity to perform certain levels 

of tasks); other factors relate to the organizational or group sphere, such as the commitment demonstrated 

by supervisors and peers and the feedback. Feedback plays an important role because it provides 

information to employees regarding their work (Flamholtz et al. 1985; Ouchi 1979; Murante et al. 2014), 

thus making it clear if corrective or adaptive actions are needed (Ferreira & Otley 2009; Ouchi 1979; 



Ashford & De Stobbeleir 2013) and, in addition, feedback also stimulates performers to set goals for 

themselves which is then a mediator of performance (Ashford & De Stobbeleir 2013). Finally, there are 

other variables moderating performance which refer to the characteristics of the goal content and the most 

important of these is task complexity. Indeed, for complex tasks, highly specific goals can lead to tunnel 

vision so that, in these cases, do-best goals should be preferred. Research is needed to detect single or joint 

effects of mediator and moderator variables on goal setting and performance. Moreover, there are 

unexplored issues regarding the organizational level because most of the studies using the goal setting 

theory are at the individual level or at the group level (Locke & Latham 2013b). Young & Smith (Young & 

Smith 2013) have found that the goal setting theory at the macro-level  is more related to operational 

content rather than to operational goals, which are not measurable and generally concern the 

communication of organizational values and strategies. In reviewing studies at the macro level, these 

authors have focused their attention on seven factors that are considered relevant for this level: 1. Multiple 

goals; 2. Time horizon; 3. Goal commitment; 4. Goal conflict; 5. Strategy; 6. Environmental uncertainty and 

7. Situationally specific goal context. They have found that top managers have to carefully coordinate 

multiple goals in terms of time span, priorities and proper communication (feedback) to reduce conflict and 

control uncertainty. In this perspective, it is useful to take inspiration from other organizations in the same 

marketplace, thus recurring to comparison of performance. To this extent, more and more governments 

have applied benchmarking techniques, which have been rapidly spreading since the 90s in the public 

sector (Kouzmin et al. 1999), to improve performance by learning from best practice experiences and 

institutions, both from the same arena or across boundaries. Trosa & Williams (Trosa & Williams 1996) 

have proposed a framework to describe the experiences of Oecd countries with benchmarking grouping 

techniques, by considering results and process benchmarking, as cited also in next studies (such as 

(Helgason 1997; Bhutta & Huq 1999)). Results (or performance) benchmarking mainly concerns the 

comparison of data and highlights gaps between institutions, whilst process benchmarking considers how 

results are achieved and provides information on how gaps can be closed by learning from other practices. 

In this sense, results and process benchmarking are complementary. Furthermore,  results benchmarking is 

not only necessary for continuous improvement and re-organization (McNair & Leibfried 1992; Trosa & 

Williams 1996; Bhutta & Huq 1999) but it can also be used for monitoring performance and programme 

evaluation purposes (Helgason 1997). In particular, recourse to benchmarking for evaluation purposes 

helps avoid distortions caused by uncontrollable factors (Hansen et al. 2003) and it appears to provide a 

greater degree of legitimacy for targets (Northcott & Llewellyn 2003). 

In the healthcare sector, the acknowledged importance of the use of benchmarking and the need to 

consider multiple indicators has led to lots of studies to adopt parametrical and non-parametrical 

techniques to measure the global performance of health care systems, hospitals, primary care and other 

specific services (Jacobs, Smith, et al. 2006; Hollingsworth 2003; Worthington 2004; OECD 2010). 



However, in order to make benchmarking effective for performance improvement, the selection phase of 

the indicators and the choice of peer benchmarks are critical (Trosa & Williams 1996; McNair & Leibfried 

1992; Helgason 1997). Indeed, the method used to measure and compare performance should be rigorous 

and clear in order to be reliable for the people assessed and to support the overall credibility of the 

performance evaluation process. 

With these premises, this paper aims to propose a quantitative method that will help answer the open 

question “how challenging is challenging?” by providing  the setting targets and the performance 

evaluation phases  with a clear (hence, more credible) process. The basic ingredient of this method applied 

to two European Regions is benchmarking. Indeed, the benchmarking technique is a powerful tool for 

Regional Health Systems which are characterized by multiplayers providing similar services and pursuing 

the same mission and vision. Its potentiality is still underused by regional policy makers and managers in 

setting targets and assessing performance. As previously mentioned, the authors believe that 

benchmarking can enable regional health managers to define how challenging is challenging, thus 

overcoming some of the problems listed by  Young & Smith (Young & Smith 2013) for the macro level.  

Moreover, if setting challenging targets and conducting a fair evaluation leads to better performance, then 

this process, which is based on reducing the distance between best and worst performers, will help Regions  

cope with unwarranted variation. Hence, the proposed method can help Regions to guarantee high-quality 

services (defined by the targets chosen) equity (by reducing unwarranted variations).  

 

2.  The technical framework for setting targets and assessing performance 

The setting targets and performance evaluation phases are only two phases of broader  performance 

management frameworks, such as the high performance cycle of Locke and Latham (Locke & Latham 1990) 

and those described by management control scholars (Ferreira & Otley 2009; Flamholtz et al. 1985)). In 

general to obtain expected results, institutions should set targets which are coherent with their mission and 

vision, by selecting the right key performance indicators and then activating operational mechanisms, such 

as feedback and reward systems to reinforce the message. 

Although all the phases are worthy of attention, in this paper we focus  only on targets setting and 

evaluation of results. For the other phases, in particular for the selection of indicators for,  please refer to 

Pencheon 2007; Gagliardi et al. 2005; Jacobs, Goddard, et al. 2006. 

The technical framework, based on benchmarking and past performance information, proposes a formula 

to calculate how to set challenging goals and fairly assess their achievement in a real life context. The 

method proposes to follow simple rules rather than statistical methods (such as Data Envelopment 

Analysis) in order to ease the process and empower communication and comprehension between all the 

stakeholders involved. It can be split into the two phases: setting goals and assessing performance.  



For both phases, regional policy makers and managers have to identify the appropriate key performance 

measures representing the goals and the group of peer units (units whit similar missions such as teaching 

hospitals or focused hospitals).  

 

Method for setting challenging goals. 

As specified in the Valencian Regional Decree 38/2007, the basic principle of this phase is that all goals 

must be expressed in terms of easily measurable indicators with an explicit and clear method of calculation.  

The above principle has been declined into three directions:  

 Goals have to be coherent and aligned with the strategic objectives of the Region;  

 Goals have to be set considering the differences between the units (ie. Local Health Departments or 

professionals) and their starting point (baseline);  

 Goals have to be communicated in a clear and prompt way.  

Hence, the ingredients of the target phase are: the past performance measurements of all the units which 

represent the baselines for improvement and the gold standards (if it exists). 

The idea is to set targets on the basis of the baseline for improvement, by asking for an inverse effort 

towards the goal standard or the best performer: greater improvement is required to the units with poor 

performance whilst a lower improvement is required to those that already register a good performance. 

This method allows to set targets in a fair way because units with the worst performance are not rewarded 

more than those who perform well.  

This can be easily done by  executing the following steps for each indicator: 

1. Order the comparable units on the basis of their baseline (past or actual performance). 

2. Set the target to the best and the worst performers using the judgment of policy makers. In doing 

so they have to keep in mind to ask more effort from the worst performer than from the best 

performer and the gold standard (if it exists). 

3. Trace a line between the two set targets. 

4. Execute the regression to set the targets for the other units. 

5. Discuss the targets with the units. 

Step 2 is a crucial phase because it determines the range of variability that a Region considers acceptable. 

Indeed, it could sound odd to accept a certain degree of unwarranted variation. The underpinning of this 

choice is linked to the empirical evidence, provided by the goal setting theory, that challenging goals lead to 



better performance. Although it is desirable that all units achieve the performance of the best practice or 

the gold standard, assigning each unit the same expected target for the same goal may be perceived as 

unfair, thus reducing motivation to achieve it. Indeed, incremental goals can be more motivating than 

radical changes, which can be perceived as stretched goals. Hence, the assumption is that the ex ante range 

set, together with a fair evaluation, would lead to better performance and faster reduction of variability. 

In particular, the regional range of the minimum expected performance and maximum expected 

performance has to be manually assigned considering the performance distribution. Are the best or the 

worst performers outliers? If this is the case, then it is better to shift to the previous or next unit. Has the 

best performer already achieved or exceeded the gold standard? In this case, just holding this position can 

be required. 

Once targets are defined with the above method, they should be communicated and discussed with the 

units which should receive them in a proper time frame. This phase should be carried out to involve units 

(hence employees) in the process (which is a moderator of performance). 

Method for performance evaluation. 

The basic elements to be taken into account for performance evaluation are (Gòmez & Carrillo 2009): 

 performance improvement (or worsening);  

 degree of achievement of the set target; 

 relative performance. 

If the set target is reached than the achievement is 100% and no further evaluation has to be done. 

If the set target is partially attained then  it is important to compare performance with the other 

comparables and the baseline in order to give a fair evaluation. 

Indeed, the relative performance and the baseline can help understand if the set target is stretched or if 

environmental factors occur.  

How is a partially attained target assessed fairly? It depends upon circumstances. It is possible to identify 5 

scenarios: 

1. The performance of the unit worsens as well as all the other comparables; 

2. The performance of the unit worsens and the relative performance is lower than the median; 

3. The performance of the unit worsens but the relative performance is higher than the median; 

4. The performance of the unit improves although it doesn’t achieve the set target and the relative 

performance is lower than the median; 

5. The performance of the unit improves and the relative performance is higher than the median. 

In the first scenario, it is clear that some external factor happen so that the set target is no long attainable 

or the selected indicator is not controllable by the units. 



In the second scenario, performance evaluation is bad so that if monetary incentives are linked to this 

evaluation, no incentive has to be given. 

In the third scenario, whilst the performance worsens, the unit is positioned better than half of the other 

units. In this case, performance evaluation is not so bad so regional policy makers can provide a premium 

for the relative performance. 

In the fourth and fifth scenario, it is possible to apply the linear system suggested by Locke (Locke 2004). In 

addition, for the fifth case, policy makers may acknowledge a bonus for the relative performance. 

Table 2 reports a synthesis of the previous cases if the goal is partially attained. 

Case Position Trend Evaluation linked to incentives 

2. - - No incentives at all. 

3. = or + - An incentive related to the relative performance in the 

rank can be given. If the share between the unit 

improvement trend and the relative performance position 

is 50%-50% then the incentive is less than 50% 

4. - + A linear percentage of the result obtained can be assigned 

as incentive,  but only considering  the share related to the 

unit improvement  trend.  

5. = or + + A linear percentage of the result obtained can be assigned 

as incentive considering both the  unit improvement  trend 

and the relative performance position.  

 

In order to apply this evaluation, policy makers have to decide if they want to provide a bonus for the 

relative performance (the position of the unit respect to the others). If the answer is positive then they 

have to choose: 

 The threshold above which providing the bonus: the mean? the median? Another percentile up to 

the median? Only the best performer? 

 The share of the bonus related to the relative performance and the one related  to the degree of 

improvement (trend) . 

Although it could be preferred to recognize a bonus for the relative performance, its size share and the 

threshold to provide it can be matters of political decisions. 

3. The case studies on setting targets and evaluating goals 



3.1 Valencia Region 

The Spanish health system is a universal coverage system funded by taxes and predominantly operates 

within the public sector. Health competences have been totally devolved to the regional level since the end 

of 2002, which has led to 17 regional health ministries with primary jurisdiction over the organization and 

delivery of health services within their territory. Because of their self-governing tradition and strong 

regional identity, the devolution process started before 2002 for some Regions  (García-Armesto et al. 

2010). In fact, since 1987 the Valencia Region has full autonomous power in managing and organizing 

health care. The Agencia Valenciana de Salud is the public body responsible for providing healthcare 

services through its 24 Local Health Departments to its 5 million inhabitants. The Local Health Departments 

are geographically-based organizations responsible for the provision of primary health care services and 

acute and community services . 

Since the beginning of 2000, Valencia has introduced public-private joint ventures for the provision of care 

through administrative concessions to corporations or to temporary union of enterprises (for details, see 

(García-Armesto et al. 2010; Trescoli Serrano et al. 2009; The NHS European Office 2011)). This choice can 

be seen as one of the reforms advocated by NPM to boost competition via quasi-market mechanisms. 

Agencia Valenciana strictly controls the whole system, but public providers are still predominant: in 

Valencia in 2008 the percentage of publicly-owned hospital beds was around 80% and the percentage of 

the population currently that was served by public-private joint ventures model  was around 16%  (García-

Armesto et al. 2010). 

Since 2004, the Valencia Region has adopted a performance management system based on the setting of 

targets and their evaluation in the whole healthcare organization. The assessment of each organizational 

level (represented by the health departments) and each employee is based on their contribution to the 

achievement of the objectives identified in the multi-year Healthcare Strategic Plan (Plan Estratégico) which 

is structured in the annual Management Agreement Acts (Acuerdos de Gestion) of each health department. 

The target setting and evaluation system is characterized by a clear set-up of the objectives along with the 

organization and its employee. A pivotal role is played by Agencia Valenciana de Salud which is the 

governmental authority in charge of the full processes of target setting and their assessment. Since 2005, 

this system has also been aligned with the variable pay of all employees and since 2007 has been linked 

with their professional career (Decree 38/2007). The assessment of the objectives is based on the data 

collected in the Regional information systems and it is carried out by Agencia Valenciana de Salud which 

evaluates them and allocates the incentives from the managerial level to the individual practitioner. 

The objectives of the Strategic Plan are designed with the Balanced Scorecard methodology, by identifying 

the causes and the effects of the monitored variable and the expected results. This is essential to define the 



"weight" that each indicator will have in the final evaluation process that is declined yearly in all health 

departments with the Acuerdos de Gestion (Gòmez 2008).  Through the Acuerdos de Gestion, the 

objectives and the indicators are weighed and declined in each  health department. The weight of an 

objective is between 0 and 100 and represents its relative importance compared to other objectives. About 

20% of the objectives of each health department relates to specific initiatives for the area/ territory, while 

the remaining 80% regarsd the strategic objectives defined by the Agencia Valenciana de Salud, although 

some of them can be articulated in different ways among the health departments. 

Objectives are declined starting from three domains: responsiveness, health care service provision and 

financial sustainability.   

Whereas for the first applications of this method, most of the objectives have referred to process indicators 

(such as hospitalization rates, average length of stay, etc..), recently, given the importance of measuring the 

full health care path and its impact on patients’ health status, outcome and quality indicators have also 

been introduced.  

The specificity of the methods adopted by Valencia. 

For each indicator, the target is set considering its baseline and its relative performance with respect to 

similar Local Health Departments (following the path described in section 2). The Agencia Valenciana de 

Salud usually sets the target for the units by December of the year before. These targets can be adjusted, 

by April or May, according to the results values of the year before, but generally there are not many 

changes. 

The three components applied to the evaluation phase are those of section 2 (Gòmez & Carrillo 2009): 

1.the degree of achievement of the set target (linear component); 2. The performance improvement or 

worsening (asymptotic component) and 3. the relative performance with respect to  similar Local Health 

Departments (exponential component). 

The final evaluation of a unit is the result of the sum of the weights of the objectives multiplied by their 

level of achievement.  

The full achievement of the target value implies a 100% achievement of the objectives, whilst when 100% 

of the target is not reached, a score between 0 and 100 for the percentage of compliance is assigned. 

Intuitively, the calculation of the achievement is based on the following reasoning: if the unit does not 

reach its target then its evaluation (for each goal) takes into consideration the improvement obtained with 

respect to the previous year for the 50% of the final assessment, and the relative performance recognizing 

a 50% achievement if the performance is up to the median performance. The performance improvement 

compared to the previous year is corrected by a factor ranging from 0.5 to 1.5 coming from an arctangent 



function with the aim to reduce or increase by 50% the value of the objective, depending on whether there 

has been a deterioration or an improvement compared to the previous year.  

Figure 3 reports an example of performance evaluation. 

 

An additional final correction was applied in the Valencian method to ensure that there is always someone 

who achieves 100% of the target: if p is the percentage of achievement of the best performer and this value 

is less than 100, a correction factor of 100/p is applied to scale all other scores. 

In order to ensure that best results, performance monitoring is done periodically (from 1 to 3 months, 

depending on the target). The last step of the performance evaluation phase is the communication of 

results. The Agencia Valenciana communicates each health department its own performance and usually 

publishes the results of the  top ten performers between  April and May. Incentives for the targets 

achievement are paid in the same period.  

The final performance evaluation is calculated at the health department level and at the individual level. 

The employees receive a variable pay which is the combination of what they obtained and the performance 

of the health department, in order to better align individual and institutional objectives.  

Results obtained by Valencia. 

The evaluation process together with target setting is linked to the reward scheme for health departments 

and individuals. This technical framework helps to make the financial incentives connected to the variable 

pay of employees more credible and acceptable. It leads not only to continuous improvement but also to 

strategy alignment between Regions and Health Departments. Finally, most of the indicators also report a 

reduction of variability in the performance of health departments (Gòmez 2011; Gòmez 2008) 



3.2 Tuscany Region 

The Italian healthcare system ensures universal coverage and, after the devolution process of the 

90s, it makes regions responsible for organising and delivering health services. Tuscany’s healthcare system 

covers approximately 3.7 million inhabitants, delivers 95% of its services through public organisations, and 

spends more than 6.6 million euros in health care services per year.  

Since 2005, Tuscany’s health care system has adopted a Performance Evaluation System (PES) that 

consists of more than 100 indicators grouped into six dimensions (Nuti et al. 2012; Nuti et al. 2009): 

population health status; capacity to pursue regional strategies; clinical performance; patient satisfaction; 

staff satisfaction; and efficiency and financial performance. The PES gives a performance overview of the 12 

local health authorities and 5 teaching hospitals in the Region through a benchmarking process. Indicators 

for the PES were selected by Tuscany’s health authorities and regional administrative professionals by 

investigating performance indicators in other countries (e.g., Ontario Health System, English NHS). In 

general, this system allows to show performance evaluation into five tiers: excellent, good, average, bad 

and very bad performance. Since 2007, the system can be consulted via website by everyone. Since 2006, 

the Tuscany Region has decided to attach the PES system to the CEO’s reward system. Until 2006 most of 

CEOs’ goals were qualitative and assessed following the “all or none” criterion. They were mainly based 

(more than 50%) on financial performance and the average achievement was up to 90% with low 

variability; after integration with the PES, more than 50% of the goals were quantitative, the weight of 

financial assessment goals was reduced and the degree of the global achievement of goals varied between 

45% and 70% (Nuti 2008).  

Every year, the regional managers select the indicators that should be included in the reward system on the 

basis of the strategic plan, the contextual environment and the list of indicators used at the national level 

to assess Regions. Usually, goals are common across units, but there are also specific indicators for units 

because of their different mission (such as teaching hospitals) or because the Region wants the health 

authority to focus its attention on particular topics (such as its weak performance) or programs.  

A pivotal role is played by the Laboratorio Management e Sanità, Scuola Superiore Sant’Anna, a public 

university  that works as an independent authority and strongly supports the Tuscany Region in both the 

targets setting and performance evaluation phases.  

Recently, after the introduction of the National Outcome Program (Programma Nazionale Esiti, PNE), some 

indicators related to the outcomes (such as 30 days mortality rate for AMI) have been introduced as 

composite indicators in the PES (see the Italian PES Report of 2012 (Nuti & Marcacci 2013) for details). 

The specificity of the methods adopted by Tuscany. 



Almost all of the quantitative indicators received a personalized target. The few exceptions are mainly 

linked to the existence of a gold or national standard (such as some indicators for immunization rates), 

where the regional managers decided to set the gold standard on the basis of low variation in performance 

across units. 

For the targets setting phase, the Tuscany Region follows the technical framework of section 2. For each 

indicator, the target is set considering its baseline and relative performance, thus requiring to the units 

with poor performance a greater improvement and a lower improvement to those that already registered a 

good performance ( see figure 4).  

 

Figure 4: Past Performance (year 2007) and annual target (year 2008) for Tuscany Health Authorities 

Since 2007, all the indicators of the PES, with the exception of health population status, have been included 

in the CEOs reward systems through a global indicator that evaluates the health authorities’ overall 

performance. Overall performance is calculated as the ratio on all the indicators of the difference between 

the percentage of good and excellent performance indicators minus the percentage of bad and very bad 

ones. In addition, the percentage of indicators improved is also monitored. These two indicators (the 

overall performance indicator and the percentage of indicators improved) sum up the relative performance 

and the trend of the units. The aim is to motivate health authorities to pay attention to all the indicators in 

order to reduce the synecdoche phenomena (see Bevan & Hood for details(Bevan & Hood n.d.)) where 

incentivized indicators eclipse those that are not. 

The Tuscany Region and the Laboratorio Management & Sanità usually communicate to the units the 

indicators and the targets on December, explaining also the criteria of calculation applied   

The criteria followed in the evaluation phase are those stated in the technical framework and reported in 

Appendix 2 of the Regional Act 1087/2009. In particular, the Tuscany Region, as well as Valencia, has 

decided to assess goals, by giving 50% attainment on the basis of relative performance and 50% on the 



basis of the improvement achieved. In addition, it recognizes a small variation range (1%) in the 

improvement requested to the best performers,  if the target is not met. 

Once the assessment for each indicator and the overall assessment are concluded, they are communicated 

to the health care authorities. Sometimes they have to prove why and how particular situation impeded 

goal attainment, but these situations are very rare and when they occur the CEO had to provide evidence of 

the obstacles met. After this last step, the results of the assessment are publicly disclosed by Regional Acts,  

giving  access to the evaluation attained globally and for each indicators. 

Even though performance results are communicated every three months so that the health care authorities 

can re-orient their actions and the final results of quantitative indicators are showed in May of the 

following year, , the final assessment has had  in the last years, a lag time of 2 years, because of the 

presence of qualitative indicators and because of the time needed for the approval of the balance sheets, 

which determine the financial performance assessment.  

 

Results obtained by Tuscany. 

The overall governance systems (PES monitoring, CEOs reward system, and other tools linked to PES ) have 

led to very positive results both in terms of improvement and variation reduction (Nuti et al. 2012). 

With these integrated management systems the Region was able to improve its performance and align its 

strategies and objectives across all  its health care authorities. 

 

3.3 A comparative analysis of the two case studies 

Both Valencia and Tuscany Region seem to apply the same method although there are some differences. 

Table 1 sums up the principal characteristics of the two systems. 

Phase Criteria Tuscany Valencia 

Target 

setting 

Past performance The target is set considering 

past performance and the 

relative performance, by 

asking for more effort from 

the units who perform worse. 

In addition there are two 

indicators which sum up the 

relative global performance 

and the global capacity to 

improve performance of each 

The target is set considering past 

performance and relative 

performance, by asking for more 

effort from the units who perform 

worse. 

Relative 

performance 



unit. 

Communication Targets are discussed by 

December. Targets are then 

issued in a Regional Act 

including all the information 

and are publicly accessible via 

web. 

Targets are discussed by 

December. Each health 

department and professional is 

aware of their own targets. The 

targets can be adjusted during the 

year (usually in April or May), but 

in general there are not many 

changes. 

Level of 

implementation 

(targets for whom?) 

Chief Executive Officers of 

Local Health Authorities and 

Teaching Hospitals. 

Health departments and 

professionals. 

Who is in charge of 

the process? 

The Tuscany Region supported 

by the Laboratorio 

Management & Sanità 

(Independent body). 

The Agencia Valenciana de Salud 

(Government body). 

Evaluating 

performance 

Past performance It accounts for 50%. It accounts for 50% plus 

correction with the arctangent 

function. 

Relative 

performance 

It accounts for 50%. 

Correction occurs in case of 

“hold your performance” goal. 

It accounts for 50% plus a 

premium if it is the best 

performer. 

Communication The results of the quantitative 

indicators are presented the  

by May. Final evaluation 

registers a lag time of 2 years. 

Once final assessment occurs, 

after a discussion phase, 

ranking and assessment of 

each goal per units are issued 

in a public act. 

The results of the quantitative 

indicators are presented by May. 

Ranking and assessment of each 

goal are showed to each unit. 

Only the results of the top ten 

units are publicly disclosed. 

Level of 

implementation 

(who is assessed?) 

Chief Executive Officers of 

Local Health Authorities and 

Teaching Hospitals 

Health departments and 

professionals 

Who is in charge of The Tuscany Region supported The Agencia Valenciana de Salud 



the process? by the Laboratorio 

Management & Sanità 

(Independent body) 

(Government body) 

Table 1 – The comparison of the Tuscan and Valencia method to set challenging targets and assess them  

By summing up the results presented in the Table, it is possible to group the main differences into two 

aspects: 1) the process of communication and 2) the level of implementation.  As regards the process, 

Tuscany, which bases its performance management system on reputation, publicly discloses all its 

information, while Valencia carefully chooses what has to be showed in public and among peers. 

Concerning the level of implementation, Tuscany applies the system at the macro level to the health care 

authorities (formally represented by the Chief Executive Officers), whilst Valencia has a very centralized 

system which sets targets and assesses not only the macro level (health departments) but also 

professionals.  

As regards the technical methods, considering the targets setting phase, Tuscany differentiates from 

Valencia by introducing a global performance goal and an overall improvement goal, in order  to reduce the 

problem of the synecdoche.  Considering the assessment phase, Valencia applies   the median as reference 

threshold for evaluation (while Tuscany adopts the mean) and uses the arctangent function to adjust for 

past performance effects. Finally, Valencia applies a premium to best performers, while Tuscany accepts 

small variation for the units who are able to hold their position over time.  

 

4. Discussion and conclusions 

The technical framework proposed is based on two elements: performance benchmarking (relative 

performance) and performance baseline (past performance). Both of them play a pivotal role in setting 

challenging goals and fairly assessing their attainment.  

Benchmarking allows to introduce a yardstick competition among the actors of the health systems, by 

helping Regions to set difficult yet attainable targets and avoiding problems linked to uncertainty.  

Following the assumption that incremental goals can be more motivating than radical changes, which can 

be perceived as stretched goals, the technical framework proposes to set targets, by asking for an inverse 

effort on the basis of past performance. The expected consequence is higher degree of success which leads 

to a overall regional improvement and a reduction of the geographic variation.  

Results reached by the two Regions seem promising. Both of them registered improvement and 

performance alignment.  



Considering Bevan & Wilson (Bevan & Wilson 2013) classification of models of governance, Valencia has 

adopted the centrally driven “hierarchy and target model”, with some characteristics of the “choice and 

competition model”, because of the public-private partnership in the system, which enable quasi-market 

mechanisms based on price and quality. Tuscany, instead, has combined the “hierarchy and target model” 

with the “transparent public ranking”.  

Despite different models of governance, the technical steps adopted by the two Regions are very similar. 

Both of them use past performance and relative performance to make the goals challenging and to assess 

their achievement in a fair way. Therefore, the operational framework proposed in this paper seems to be 

useful and adaptable to different contexts and can also be applied to individuals, as in the case of Valencia.   

Hence, the method used, which is mainly proposed for the macro level to regional administrations, can be 

also applied at micro level, as long as units can be compared and there are performance measurement 

systems already in use. Indeed, some choices can be generalized on the basis of the principles sustained by 

the goal setting theory and benchmarking process, whilst other choices strictly depend on the strategies 

Regions decide to follow, such as the communication process. Further studies are needed to better 

understand whether different applications lead to different results. 
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