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Audit overview 
Impartiality, professionalism and integrity are important foundations for the public 

sector. Public sector staff must act with these values in mind, to ensure the use of 

public funds is as effective and efficient as possible, to meet community needs and to 

maintain public trust. Government and Parliament must be able to rely on the public 

sector to deliver effective services and provide robust advice to guide decision-making. 

In previous VAGO audits, we have found instances of poor leadership across 

multiple public sector agencies, including difficulties in creating positive and ethical 

organisational cultures. Agencies have not always provided robust, complete, 

high-quality advice to government—a key aspect of an impartial public sector. These 

examples, coupled with recent integrity failures, demonstrate the public sector’s need 

for guidance and support to deliver its work. 

In Australia, public sector commissions have important responsibilities for supporting 

the professionalism, integrity and capability of the public sector. The Victorian Public 

Sector Commission (VPSC) was established in 2014 to replace the State Services 

Authority (SSA). Under the Public Administration Act 2004 (the Act), VPSC’s objectives 

are to strengthen the efficiency, effectiveness and capability of the public sector, and to 

maintain and advocate for public sector professionalism and integrity. It undertakes 

many activities aimed at maintaining and improving the skills required of an effective 

public sector. 

As VPSC’s portfolio department, the Department of Premier and Cabinet (DPC) is 

responsible for supporting VPSC to meet its legislated obligations, and advising the 

Premier and Special Minister of State on the performance of VPSC and the Act. 

There have been significant recent changes in the funding for Victoria’s public sector 

commission function and in its structure. In 2013, SSA’s budget was reduced by 

36 per cent. SSA, and then VPSC, was expected to continue to deliver its activities 

within the reduced budget. In 2014, when VPSC was established, the governance 

structure changed with the introduction of an advisory board and the establishment 

of a single Commissioner. 

In this audit, we examine the effectiveness of VPSC, its governance and its oversight. 

We focused on organisational planning across VPSC, and looked at how it prioritises 

its resources and measures its performance.  

To understand the effectiveness of the individual activities VPSC carries out, we 

examined four aspects of its work—its administration of the Graduate Recruitment 

and Development Scheme (GRADS) on behalf of the public sector, its promulgation of 

codes of conduct and standards, the maintenance of two key datasets, and VPSC’s 

organisational review function. 
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Conclusion 
VPSC is delivering important work that is valued by its public sector clients. However, 

its effectiveness in strengthening the performance, capability and professionalism of 

the public sector is hampered by its lack of robust planning and its inadequate 

understanding of the impacts of its activities.   

VPSC’s planning activities do not comply with the Act, and it has not prioritised its 

activities based on a solid understanding of their costs and outcomes. While VPSC 

is fulfilling its statutory functions, the work it is not performing—thorough planning 

informed by consultation with stakeholders, as well as activities to measure and 

understand its impact and better target its work—is also critically important. Without an 

evidence-based understanding of the costs and outcomes of its work, VPSC cannot 

effectively target its work to the risks, challenges and opportunities facing the public 

sector. 

VPSC’s performance measurement and reporting provides information on its activities, 

but little insight into what these activities achieve. We found examples of VPSC’s work 

leading to positive outcomes, but also inefficiencies and gaps that compromise VPSC’s 

efficiency and effectiveness. Encouragingly, VPSC has recently taken action that will 

contribute to addressing key weaknesses we have identified.  

Finally, VPSC’s governance and oversight arrangements are not operating effectively. 

Because the advisory board is not operating as required under legislation, it is unable 

to make a meaningful contribution to VPSC’s strategic direction. While DPC closely 

supports VPSC’s work, it has not been fully effective as the portfolio department. Gaps 

in DPC’s advice to government about VPSC’s performance and legislative compliance 

mean that government has lacked a complete picture of VPSC’s performance.  

Findings 
Strategic and annual planning 

VPSC’s strategic planning and annual planning are not adequate, do not provide it with 

clear direction and do not help it to strategically prioritise its efforts. 

Since its establishment, VPSC has not complied with all of the planning requirements 

in its legislation, including obtaining required inputs and approvals. VPSC has made 

recent improvements, but more work is necessary to ensure it is systematically 

prioritising its resources appropriately. 

When VPSC was established, it continued to deliver the same activities as its 

predecessor agency, SSA. It did not undertake a systematic and thorough review of 

activities against its functions under the Act, which would have informed its plans and 

helped it to work more effectively and sustainably.  
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In the context of financial challenges arising from a reduced budget, VPSC considered 

this exercise to be too resource intensive. Recognising the substantial similarity 

between its functions and SSA’s, VPSC chose to continue delivering the existing 

activities.  

In the past 12 months, VPSC has introduced a defined set of strategic outcomes and 

an annual plan that links VPSC’s activities to its objectives, and is tracking the 

progress of these activities.  

Governance and oversight 

DPC and VPSC have a close working relationship. However, DPC has not fulfilled its 

obligations to forward VPSC’s strategic and annual plans to the Premier of Victoria 

for consideration and approval. DPC has also not performed its role of advising the 

Special Minister of State and the Premier about VPSC’s noncompliance with the Act.  

DPC did not establish VPSC’s advisory board until more than 12 months after VPSC 

was established. Due to delays in appointing board members, it has only met twice 

in VPSC’s three years of operation. As a result, the advisory board has not tangibly 

contributed to VPSC’s strategic or day-to-day operations, and has not fulfilled its 

original policy objective of facilitating a longer-term strategic outlook for VPSC. 

However, we note that recent changes to the advisory board’s terms of reference, 

combined with a shift of the secretariat function to VPSC, aim to help VPSC benefit 

from the advisory board’s expertise. 

Measuring performance 

We were not able to obtain sufficient assurance as to how well VPSC is performing 

its functions. This is largely because VPSC does not have a comprehensive 

understanding of its performance because of its lack of performance measures, 

reporting and evaluation of its activities. 

VPSC’s Budget Paper 3 (BP3) measures are not adequate—they do not accurately 

reflect VPSC’s performance and outcomes because they do not comprehensively 

measure the effectiveness of its activities. 

Case studies of key activities 

We examined four of VPSC’s key activities and found examples of good performance. 

We also found inefficiencies and gaps that compromise how efficiently and effectively 

VPSC works.  

Our first case study focused on the organisational reviews and other reviews that 

VPSC conducts in response to requests from public sector agencies, the Premier and 

the Victorian Secretaries Board. VPSC follows well-developed project management 

practices to deliver these reviews and seeks opportunities for continuous improvement. 

Feedback from stakeholders indicates these reviews are effective and highly valued. 

However, VPSC could improve its performance measurement to better understand the 

effectiveness of these reviews.  



Audit overview 

x       Effectiveness of the Victorian Public Sector Commission Victorian Auditor-General’s Report 

The second case study focused on VPSC’s delivery of GRADS for the Victorian public 

sector. Although VPSC has a solid understanding of the outputs it delivers each year, it 

does not have a comprehensive understanding of the program’s impact. Within VPSC, 

an ongoing lack of strategic oversight of the program means that the long-term 

outcomes are not known.  

The third case study examined the data collection activities that allow VPSC to fulfil its 

statutory obligations. There are flaws in VPSC’s processes and controls which have 

resulted in inefficient data management. These flaws threaten the reliability of VPSC’s 

data and the effectiveness of activities that use this data. VPSC is aware of these 

issues and has developed a strategy to address them. 

The final case study considered VPSC’s promulgation of codes of conduct and 

standards, which is an obligation under the Act. VPSC has not yet developed systems 

to understand whether its work on codes and standards is effective—instead, it  relies 

on output-based performance measures and only measures compliance.  

VPSC’s Integrity Strategy, introduced in 2016, includes more active monitoring and 

a defined program of work, which VPSC has already begun to implement. This is 

a positive development that has given VPSC’s codes and standards work a more 

strategic focus, and provides a good foundation for VPSC to improve its understanding 

of the impact of its work. 

Recommendations 
We recommend that the Victorian Public Sector Commission: 

1. undertake strategic and annual planning activities that comply with its statutory 

obligations (see Section 2.2)  

2. develop and implement a performance measurement system that demonstrates 

the impact of the activities it undertakes to achieve its statutory objectives (see 

Section 3.2) 

3. implement its planned improvements to data storage, management and use (see 

Section 3.3). 

We recommend that the Department of Premier and Cabinet: 

4. advise government on the Victorian Public Sector Commission’s compliance with 

its legislative planning obligations (see Section 2.3). 
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Responses to recommendations 
We have consulted with Victorian Public Sector Commission and the Department of 

Premier and Cabinet, and we considered their views when reaching our audit 

conclusions. As required by section 16(3) of the Audit Act 1994, we gave a draft copy 

of this report to those agencies and asked for their submissions and comments. 

The following is a summary of those responses. The full responses are included in 

Appendix A. VPSC accepted the recommendations, but commented that VAGO’s 

conclusions about the inadequacy of planning and prioritisation are flawed. VPSC 

asserted that the limitations with these activities were caused by factors outside its 

control. DPC accepted its recommendation and referred to existing work it is 

undertaking that will address the recommendation. 
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1 Audit context

High-quality public services are critical to the wellbeing and prosperity of the 

community. The Victorian public sector comprises approximately 3 388 entities, 

employs about 286 000 people, and delivers a diverse range of services, such as 

healthcare, schools and roads. This requires a skilled public service capable of giving 

comprehensive and impartial advice to government, effectively and efficiently 

implementing policy, and delivering services. The public sector must operate with 

absolute integrity to meet the needs of the Victorian community and maintain its trust.  

Public sector commissions exist in all Australian jurisdictions, and play an important 

role in supporting an effective public sector. They provide guidance and set standards 

in areas such as merit-based employment, professional codes of conduct and good 

governance practice.  

1.1 The public sector commission in Victoria 
In Victoria, the public sector commission function was performed by the State Services 

Authority (SSA) from 2004 until 2014, and by the Victorian Public Sector Commission 

(VPSC) from 2014 onwards.  

1.1.1 State Services Authority 
SSA was established in 2004, under the Public Administration Act 2004 (the Act).  Its 

role was to:  

 identify opportunities to improve the delivery and integration of government 

services and report on the outcomes of these services 

 strengthen the professionalism and adaptability of the public sector 

 promote high standards of integrity and conduct in the public sector 

 promote high standards of governance, accountability and performance for public 

entities.  

In July 2012, the creation of the Independent Broad-based Anti-Corruption 

Commission (IBAC) changed the Victorian integrity landscape and provided an 

opportunity for government to reconsider the role of SSA. The Department of Premier 

and Cabinet (DPC) led a review of SSA in 2012, which recommended changes to 

SSA’s governance structure and new requirements for long-term strategic planning. 

The Act was subsequently amended in 2014, replacing SSA with VPSC.   
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1.1.2 Victorian Public Sector Commission 
VPSC began operating on 1 April 2014, with two objectives: 

 to strengthen the efficiency, effectiveness and capability of the public sector in 

order to meet existing and emerging needs and deliver high-quality services 

 to maintain and advocate for the professionalism and integrity of the public 

sector. 

The Act prescribes VPSC’s functions, as shown in Figure 1A. Six of the functions are 

specific, such as issuing codes of conduct, while others can be fulfilled in various 

ways.  

  
VPSC’s functions under the Public Administration Act 2004 

Section 39: Public sector efficiency, effectiveness and capability 
(a) to assess and provide advice and support on issues relevant to public sector 

administration, governance, service delivery and workforce management and 
development 

(b) to conduct research and disseminate best practice in relation to public sector 
administration, governance, service delivery and workforce management and 
development 

(c) to collect and report on whole-of-government data 
(d) to conduct inquiries as directed by the Premier. 
(e) The Commission must perform any work falling within section 39 as requested by the 

Premier and may perform any work as requested by a minister or a public sector body. 

Section 40: Public sector professionalism and integrity 
(a) to advocate for an apolitical and professional public sector 
(b) to issue and apply codes of conduct and standards 
(c) to monitor and report to public sector body heads on compliance with the public sector 

values, codes of conduct, and public sector employment principles and standards 
(d) to review employment-related actions and make recommendations following those 

reviews 
(e) to maintain a register of lobbyists and a register of instruments. 

Note: VPSC is not subject to ministerial direction or control in performing any of the functions 
listed in section 40. 
Source: VAGO, based on the Public Administration Act 2004. 

These functions are substantially the same as those of SSA, with two noteworthy 

differences:  

 the addition of a research function—section 39(b) 

 a new role as an advocate for an apolitical and professional public sector—

section 40(a). 

 

When SSA transitioned to VPSC, the number of leadership positions was reduced. 

Figure 1B shows these changes.  

 

 

 

 



Audit context 

Victorian Auditor-General’s Report  Effectiveness of the Victorian Public Sector Commission        3 

  
Changes in governance in the transition from SSA to VPSC 

 
Note: SSA appointed commissioners as required for short-term projects. VPSC’s advisory board 
is appointed by the Premier and consists of up to seven members who collectively have 
knowledge, skills and experience in public sector, business, service delivery and regional 
matters. 
Source: VAGO. 

Under the Act, VPSC is accountable to the Premier and the advisory board. VPSC’s 

functions under section 40 of the Act are independent and not subject to ministerial 

direction. Provisions in section 39 of the Act can be subject to direction from the 

Premier.  

The Commissioner is a member of the Victorian Secretaries Board (VSB), along with 

the secretaries of the seven departments and the Chief Commissioner of Victoria 

Police. Although not a formal part of VPSC’s governance structure, VSB makes 

requests to VPSC for work, and VPSC considers VSB an important stakeholder in its 

activities.  

Advisory board 
Under the Act, the advisory board must provide: 

 assistance to ensure VPSC’s work is appropriately targeted and reflects 

emerging challenges and opportunities 

 advice on and help with the development of draft three-year strategic plans and 

annual plans, before they are submitted to the Premier 

 strategic advice on matters relevant to VPSC’s objectives and functions.  

The Secretary of DPC is the chair of the advisory board, and DPC held secretariat 

responsibility until it transferred this responsibility to VPSC in November 2016.  
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1.1.3 Operating budgets 
Between 2005 and 2013, SSA operated with a budget of about $10.5–$12 million. In 

May 2013, SSA’s budget was reduced by 36 per cent.  

Since VPSC’s establishment, its recurrent budget has remained around $6 million, with 

supplementary funding of:  

 $2.05 million in the 2015–16 State Budget—for development of a strategic vision 

and medium-term plan, a review of internal capability and staffing profile, a 

business case for ongoing funding in 2016–17, and to undertake organisational 

reviews that align with government priorities 

 $2.8 million in the 2016–17 State Budget—to cover its projected deficit, and 

enable it to continue to deliver its activities. 

Figure 1C shows SSA and VPSC’s operating budget over time. 

  
SSA and VPSC operating budget, 2005–06 to 2016–17 

 
Source: VAGO, based on data from VPSC. 

In response to the reduced budget, SSA lowered its costs by reducing staff numbers 

via voluntary departure packages, and reducing overheads. It also stopped promoting 

its guidance, and carried forward its previous-year commitments to avoid a deficit. 

VPSC has continued these activities. 

SSA also responded to the reduced budget by shifting some of its services to a 

fee-for-service model—an approach that VPSC has continued.  
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SSA already charged fees for several activities, such as its management of the 

Victorian government careers website and delivering the graduate recruitment scheme 

for the Victorian public service. From 2014 onwards, VPSC increased fees for these 

activities to better reflect their total costs. It also shifted its public sector agency review 

function, previously funded through appropriations, to a fee-for-service model.  

Figure 1D shows the increase in SSA and VPSC’s fee-for-service income from 

2011−12 to 2015−16. 

  
SSA and VPSC fee-for-service income, 2011–12 to 2015–16 

 
Source: VAGO, based on data from VPSC. 

1.2 Oversight of the Victorian Public Sector 
Commission 
VPSC is a portfolio agency of DPC. DPC is responsible for supporting the Premier 

of Victoria and the Special Minister of State in promoting good governance, public 

administration and workforce management, as well as providing advice on the Act. 

In fulfilling this role, DPC has an interest in the effective operation of VPSC.  

From 2016, amendments to the Standing Directions of the Minister for Finance 

(Standing Directions), derived from the Financial Management Act 1994, have given 

departments clearer information on how they should conduct relationships with their 

portfolio agencies.  

Under the Standing Directions, DPC is responsible for establishing and maintaining an 

effective relationship with VPSC, including: 

 providing advice and support to VPSC on financial management, performance 

and sustainability 

 supporting the Special Minister of State’s oversight of VPSC, including providing 

information on its financial management, performance and sustainability  

 providing information to the Department of Treasury and Finance’s accountable 

officer to support government’s sound financial management.  
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1.3 Why this audit is important 
VPSC’s statutory objectives focus on strengthening key elements of the Victorian 

public sector—effectiveness, efficiency, capability and integrity. In this way, effective 

delivery of VPSC’s functions has a significant impact on the way the broader public 

sector performs its roles. 

Recent investigations by IBAC have exposed significant instances of fraud and 

corruption within the Victorian public sector, which point to weaknesses in the 

structures and processes intended to ensure the public sector acts with integrity. 

These findings demonstrate the public sector’s need for more guidance and support 

to ensure agencies and employees act with integrity.  

VPSC has not previously been subject to a performance audit. Given recent integrity 

failures, this audit will provide timely and important insight into VPSC’s impact and 

effectiveness. 

1.4 What this audit examined and how 
In this audit, we examined whether VPSC is effectively performing its functions. 

Specifically, we assessed whether: 

 VPSC effectively plans and prioritises its resources to strengthen the 

performance, capability and professionalism of the public sector 

 VPSC’s governance and oversight arrangements—incorporating the advisory 

board and DPC—are effective and support the achievement of its objectives 

 VPSC is effectively and efficiently achieving its objectives. 

The audited agencies were VPSC and DPC.  

We conducted our audit in accordance with Section 15 of the Audit Act 1994 and 

Australian Auditing and Assurance Standards. The cost of this audit was $575 000. 

1.5 Report structure 
The remainder of this report is structured as follows: 

 Part 2 examines VPSC’s planning and oversight, including the operation of the 

advisory board and DPC’s role as VPSC’s portfolio department 

 Part 3 examines how effectively and efficiently VPSC delivers its key activities. 
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2 Planning and oversight 

Strategic plans and annual plans are necessary for agencies to identify priorities and 

set out how they will meet them. Planning should meet legislative requirements, be 

linked to an agency’s objectives, and support allocation of resources to achieve 

priorities.  

Under the Public Administration Act 2004 (the Act), the Victorian Public Sector 

Commission (VPSC) must develop: 

 a three-year strategic plan every third year, identifying key challenges and 

opportunities for the public sector and how VPSC’s priorities align with them 

 an annual plan, linked to the strategic plan, detailing priority areas and key 

outputs and specific activities for each area.  

The Act requires VPSC to develop these plans with input from its advisory board and 

submit them to the Premier of Victoria for approval. 

As VPSC’s portfolio department, the Department of Premier and Cabinet (DPC) is 

responsible for maintaining an effective portfolio relationship with VPSC and 

supporting it to meet its obligations under the Act. 

2.1 Conclusion 
VPSC’s strategic and annual planning is inadequate—it has not met the requirements 

of the Act and, for most of the time VPSC has operated, it has focused on delivering 

immediate priorities at the expense of long-term planning that would help it achieve its 

objectives. As a result, VPSC cannot be sure that its short-term decision-making is 

helping it to achieve its long-term strategic goals.  

VPSC has recently improved its planning activities, but more work is necessary to 

ensure it is systematically and appropriately prioritising its resources to achieve its 

medium- and long-term objectives.   

Governance and oversight of VPSC has not been effective in helping it to overcome 

these issues. DPC did not successfully establish the advisory board until more than 

12 months after VPSC was established. As a result of this delay, and confusion about 

which agency had responsibility for the secretariat function, the advisory board has not 

yet achieved its original policy intention.  

Recent revisions to the advisory board’s secretariat arrangements and terms of 

reference represent a new opportunity for the advisory board to perform the role 

intended for it under legislation.   
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DPC and VPSC have a close working relationship that is supportive and collaborative. 

Despite this, DPC has not operated effectively as a portfolio department when 

important issues have occurred, such as VPSC’s noncompliance with its planning 

obligations under the Act.  

2.2 Strategic and annual planning 
We assessed whether VPSC has developed strategic and annual plans that meet the 

Act’s requirements and support VPSC to achieve its objectives.  

2.2.1 Preliminary planning activities following establishment 
VPSC was established on 1 April 2014. We expected to see evidence that it engaged 

in a range of activities at its establishment, such as:  

 reviewing the State Services Authority’s (SSA) existing activities to understand 

costs, effectiveness and opportunities for efficiencies 

 checking that the activities inherited from SSA aligned with VPSC’s revised 

legislative obligations, and identifying any gaps 

 engaging with stakeholders across the public sector  

 assessing and diagnosing the risks facing the public sector to underpin the way 

VPSC prioritises its activities 

 gathering any additional evidence needed to inform VPSC’s first strategic plan. 

These activities did not take place until February 2016. VPSC stated that it was not 

able to undertake such activities because it lacked sufficient resources. As the majority 

of its functions continued SSA’s work, VPSC focused on continuing to deliver the 

existing services rather than reconfiguring its activities to reflect its status as a new 

agency.  

When VPSC was established, changes were also made to its functions legislative 

obligations and funding. This created a need for the new agency to review its activities, 

to ensure they were financially sustainable and fulfilled its legislative obligations. By 

not undertaking this work at its establishment, VPSC lacked a robust evidence base to 

inform its planning, help prioritise its activities and ensure it was able to operate 

effectively and sustainably within its budget.  

2.2.2 Complying with planning obligations 
VPSC has developed strategic plans and annual work plans, but it has not complied 

with its planning obligations under the Act.  

The delay in establishing the advisory board meant that VPSC was unable to meet its 

obligation to consult with the advisory board during the development of its strategic 

and annual plans until October 2015. 

Establishing the advisory board was DPC’s responsibility and outside VPSC’s control, 

but there are further instances of noncompliance with planning requirements that were 

within VPSC’s control.   
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Strategic plans 
Contrary to the requirements of the Act, VPSC has not developed a three-year 

strategic plan informed by its advisory board and approved by the Premier. Under the 

Act, the three-year strategic plan must include prescribed content, including challenges 

and opportunities for the public sector and how VPSC’s priorities strategically align 

with these matters.  

Instead, VPSC has developed a range of different plans, outlined below: 

 A seven-year strategic plan (2014–2021)—comprising a one-page chart that 

did not include challenges and opportunities facing the public sector or how 

VPSC’s strategic priorities align with them. It was not developed with input from 

the advisory board and was not submitted to the Premier for approval. 

 A four-year strategic plan (2016–2020)—which never became active. It was 

underpinned by research and analysis, and includes challenges and opportunities 

and how VPSC’s strategic priorities align with them. It was developed with input 

from the advisory board but was not approved by the Premier. 

 A one-year strategic plan (2016–2017)—which is VPSC’s current plan. It does 

not comply with the required three-year time frame, does not include challenges 

and opportunities, or how VPSC’s strategic priorities align with them. It was not 

developed with input from the advisory board and was not submitted to the 

Premier for approval.  

The four-year 2016–20 strategic plan is VPSC’s most thorough planning exercise to 

date.  

In 2015–16, VPSC received additional funding of $2 million to review current 

operations and their alignment with government priorities for strengthening the public 

sector. Within this funding, $200 000 was earmarked for the development of a strategic 

vision and plan, and a business case to underpin a bid for additional recurrent funding.   

VPSC did a range of work to develop these documents, including contextual analysis 

of the issues facing the Victorian public sector, consultation with other public sector 

commissions in Australia and New Zealand, and engagement with DPC and the 

Victorian Secretaries Board (VSB). The plan was discussed at the advisory board’s 

first meeting in October 2015. However, the funding bid was unsuccessful and the plan 

never became active.  

In February 2016, VPSC began a separate planning exercise to develop the one-year 

2016–17 strategic plan, which overlapped with its work on the 2016–20 strategic plan 

and business case. This involved distilling the ideas in the four-year strategic plan into 

three strategic outcomes: 

 a public sector leadership group and workforce that can deliver excellence 

 public sector organisational capacity that delivers high performance 

 a public sector committed to values, integrity and performance. 
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VPSC used this planning to inform an organisational restructure to improve the clarity 

and accountability of roles, and support achievement of the three strategic outcomes. 

VPSC advised that this new strategic planning exercise incorporated work undertaken 

for the 2016–20 strategic plan.  

Although this plan does not meet all of the requirements of the Act, VPSC’s work to 

align the new strategic plan to its objectives, the structure of the organisation and its 

activities is positive, and has helped VPSC to gain a more strategic focus.  

Annual plans 
Since its establishment in 2014, VPSC has not developed an annual plan that meets 

the requirements of the Act.  

The Act prescribes specific content that should be included in the annual plan, 

including links with the strategic plan, priority areas for the forthcoming financial year, 

and key outputs and specific activities for those areas. The plan should be developed 

prior to the commencement of each financial year, with input from the advisory board, 

and should be approved by the Premier.  

VPSC has prepared two plans in the past three financial years, but neither fulfils all of 

these requirements. 

Following its establishment, VPSC developed a 2014–15 annual plan that contained 

the prescribed content. The advisory board was not yet in place and therefore could 

not be consulted, but VPSC attempted to comply with its legislated requirements by 

submitting the plan to DPC for transmission to the Premier for approval.  

DPC reported that it provided feedback on this draft and expected that it would be 

revised and resubmitted. This expectation was detailed in an agenda for a meeting 

between the Secretary of DPC and the Commissioner. However, we have not received 

evidence that this feedback was provided to VPSC or that the plan was resubmitted to 

DPC. The plan remained in draft form and did not receive the required approvals.  

VPSC did not develop an annual plan for 2015−16, advising that it instead continued to 

deliver its core statutory functions while developing its business case and the 2016–20 

strategic directions document. It did not seek endorsement of this approach or raise it 

with the Special Minister of State or the Premier.  

VPSC again developed an annual plan in 2016–17. This annual plan links to the 

current strategic plan, and identifies priority areas and specific activities. VPSC 

developed it between February and June of 2016 without input from the advisory 

board.  

Following the plan’s completion in June 2016, VPSC asked DPC to schedule a 

meeting of the advisory board to discuss the plan. This meeting did not take place 

until September 2016, rather than before the beginning of the financial year as 

required by the Act. As a result, the plan had already been in use for four months 

when it was discussed by the advisory board. The plan was not submitted to the 

Premier for approval. 
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Planning and responding to requests 
The lack of a clearly defined plan is significant because of VPSC’s legislated obligation 

to be responsive to requests—under the Act, VPSC is required to perform any action 

relating to its functions if it is asked to do so by the Premier. If a minister or a public 

agency makes a request related to VPSC’s functions, VPSC has discretion over 

whether it will perform the requested action. 

In practice, VPSC’s resource constraints have led it to decline ad hoc requests 

for work from other agencies or ministers, for example, when VPSC’s informal 

assessment of the task deems it to be a lower priority than other review activity. This 

assessment occurs on an informal basis, in consideration of the relevance of the 

request to VPSC’s core responsibilities, and is not guided by criteria nor informed by 

proper planning that defines VPSC’s priorities based on an assessment of public 

sector risks and challenges.  Effective planning would enable VPSC to assess ad hoc 

requests against defined priorities or predetermined risks. This would provide a 

transparent basis for accepting, declining or deferring requests for work and 

reprioritising resources where necessary.   

2.3 Governance and oversight 
When SSA transitioned to VPSC, the number of leadership positions was reduced. 

VPSC’s governance structure consists of:  

 a single Commissioner, combining the formerly separate roles held by the SSA 

chair, commissioners and the public sector standards commissioner 

 an advisory board, appointed by the Premier, of up to seven members, who 

provide a mix of knowledge, skills and experience in public sector, business, 

service delivery and regional matters.  

We examined how effectively VPSC’s governance and oversight arrangements are 

working, including the roles of DPC—as VPSC’s portfolio department—and the 

advisory board. 

2.3.1 Role of the Department of Premier and Cabinet 
DPC and VPSC have a close working relationship, which includes: 

 regular meetings between the Secretary of DPC and the Commissioner of VPSC 

 regular meetings between senior executives of DPC and VPSC 

 joint workshops on budget and strategic planning 

 participation by DPC staff in VPSC projects, where relevant 

 six-monthly Budget Paper 3 reporting from VPSC to DPC 

 DPC support for VPSC management activities, including preparation of budget 

submissions. 

Through this close and multifaceted relationship, DPC has a strong grasp of VPSC’s 

activities, priorities and challenges. It has also worked closely with VPSC on preparing 

budget submissions to enhance VPSC’s capability and performance. This is an 

important foundation for effective oversight by a portfolio department.  
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However, DPC could not demonstrate that it had adequately fulfilled its broader role 

as a portfolio department by systematically advising government about VPSC’s 

performance, including VPSC’s noncompliance with its legislated planning obligations. 

DPC considers that advice on legislative obligations should avoid an overly legalistic 

approach that prioritises advice on compliance issues over broader strategic issues.  

However, receiving this sort of advice gives government a chance to address issues if 

it chooses to, but DPC has not provided such information about VPSC’s performance.    

DPC has briefed the Minister on VPSC’s budget and funding bids. DPC provides 

covering briefs with any materials that VPSC submits to the Special Minister of State 

and the Premier. It sees this approach as a way of providing real-time monitoring of 

VPSC’s performance. However, this approach is reactive in nature and therefore does 

not enable DPC to give timely advice to government about any gaps in VPSC’s 

performance or instances where work that should be occurring is not.  

DPC’s responsibilities for VPSC’s advisory board 
DPC was responsible for establishing VPSC’s advisory board and for performing 

secretariat functions. It began work to identify and appoint advisory board members 

in late 2013, but these efforts were not successful until August 2015—more than 

12 months after VPSC was established. VPSC did not try to expedite the 

establishment of this key component of its governance structure.  

Though the Secretary of DPC is required to be chair of the advisory board, DPC did 

not raise concerns about the advisory board’s establishment and operation or 

compliance with legislative requirements.  

DPC also did not fulfil its secretariat role, responsible for coordinating three meetings 

per year. DPC advised that this was because of an understanding that DPC would 

arrange the first meeting of the advisory board, and VPSC would arrange subsequent 

meetings and effectively assume secretariat responsibility. VPSC did not share this 

understanding.  

Briefing materials that DPC prepared for discussions between the Secretary of DPC 

and the Commissioner of VPSC show that it intended to communicate this 

arrangement to VPSC, but it is not possible to verify whether this discussion took 

place.  

However, the terms of reference for the advisory board—drafted by DPC and approved 

by the Special Minister of State in July 2015—specify that DPC has secretariat 

responsibility. This inconsistency between working knowledge and documented 

procedures resulted in confusion about which agency was responsible for the 

secretariat function.  

This confusion persisted until June 2016, when VPSC contacted DPC twice to 

arrange the second meeting of the advisory board. This second meeting took place 

in September 2016, and included discussion of the secretariat function to clarify 

responsibilities going forward.      
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2.3.2 Role of the advisory board 
VPSC’s advisory board has not operated as required under the Act. As a result, 

VPSC’s governance structure has not been functioning as it is intended to under the 

legislation, and VPSC has not been able to realise the policy intention that 

underpinned the establishment of the advisory board.  

This includes providing assistance in developing strategic and annual plans, advice on 

appropriately targeting VPSC’s work, and advice on matters relevant to VPSC’s 

objectives and functions.   

Under the Act, VPSC must consult the advisory board: 

 to inform development of its three-year strategic plan  

 before each financial year, to develop its annual work plan.  

The advisory board did not meet until October 2015—17 months after VPSC began 

operating—and it has met only twice since VPSC was established. With the exception 

of the 2016–17 strategic plan, which was never enacted, VPSC has not met 

requirements to consult the advisory board on its strategic and annual plans, as 

outlined in Section 2.2.2.   

Fulfilling the policy intention of the advisory board 
The policy intention that underpinned the establishment of the advisory board was to 

give VPSC a longer-term strategic outlook. This need was first identified in DPC’s 2012 

review of SSA. The review noted that, under SSA’s governance structure, multiple 

commissioners were appointed to lead individual projects, which led to a short-term 

focus on outputs. It went on to recommend the establishment of an advisory committee 

to set strategic direction for the agency by developing triennial strategic plans and 

annual work plans.  

These recommendations were reflected in amendments to the Act that coincided with 

the establishment of VPSC. The Act defined the composition of the advisory board— 

specifically that its members have a mix of knowledge and skills pertaining to the 

public sector, business, service delivery and regional matters. DPC advised 

government that the advisory board would also help VPSC to operate within the 

recently reduced budget, by ensuring it appropriately targeted its efforts.   

The delay in establishing the board has exposed VPSC to multiple risks, specifically 

that: 

 it may remain focused on outputs at the expense of longer-term priorities and 

delivering activities that make progress towards them 

 its work program and allocation of resources may be open to influence from other 

stakeholders, such as the members of the VSB who do not have a legislated role 

in shaping VPSC’s organisational priorities 

 its work program may not be shaped by the mix of expertise offered by members 

of the advisory board  

 it may not be able to redefine its budget and expenditure in response to priorities 

defined by the advisory board.  
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VPSC recognises that it has not yet benefited from the input that the advisory board 

was intended to provide, but it has taken actions to do so.  

Following discussions at the second meeting of the advisory board, its terms of 

reference were amended to:  

 transfer secretariat responsibility to VPSC 

 reduce the minimum number of meetings to one per year 

 make the Commissioner of VPSC a standing invitee to board meetings 

 introduce the opportunity for board members to contribute to individual VPSC 

projects in an advisory capacity.  

These changes reflect the critical role of the advisory board in VPSC’s governance 

structure. They should help VPSC to meet the schedule for strategic and annual 

planning and coordinate the advisory board’s activities.  

Since this change, VPSC has engaged individual advisory board members on a range 

of projects, including its executive officer review program, the Victorian Leadership 

Academy and the Integrity Strategy. These are positive steps towards achieving the 

intended benefits of having an appropriately skilled and engaged advisory board.  

VPSC will need to ensure that it also engages the advisory board in annual and 

strategic planning to comply with its legislation, and realise the board’s policy intention.   
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3 Efficiency and effectiveness

Working efficiently and effectively enables public sector agencies to make the best 

use of scarce resources and achieve their objectives. Robust performance information 

is important for agencies to understand how well they are performing. However, 

measuring performance can be complex, particularly when agencies are trying to 

measure the impact of their activities. 

The Victorian Public Sector Commission’s (VPSC) objectives, set out in the 

Public Administration Act 2004 (the Act), are complex to measure. This is because they 

have multiple parts that are not all within VPSC’s control. A 2012 review of the 

State Services Authority (SSA) conducted by the Department of Premier and Cabinet 

(DPC) identified the need for improved performance reporting but also noted the 

difficulty of doing so for a central agency like SSA—later VPSC—that has no clear, 

attributable outcomes. 

In this Part, we examined four case studies to understand the effectiveness of 

individual activities VPSC carries out, as well as its overall performance measurement. 

3.1 Conclusion  
We were unable to conclude on how effectively VPSC is achieving its objectives. 

VPSC’s performance measurement is too limited to provide insight into the impact of 

its work. As a result, it is not possible to determine the extent to which it is achieving its 

objectives to strengthen the efficiency, effectiveness and capability of the public sector, 

and to maintain and advocate for public sector professionalism and integrity.  

Our assessment of four of VPSC’s key activities highlighted that it fulfils its statutory 

obligations. We found examples of good practice, where VPSC has effectively 

managed activities to achieve positive results. We also found examples of 

inefficiencies and gaps that compromise the efficiency and effectiveness of VPSC’s 

work. VPSC has implemented some recent improvements across some of the areas 

that we examined and it is planning more. These are encouraging signs.  

A critical gap is VPSC’s understanding of its own performance. Addressing this gap is 

not just good practice, but also provides better assurance that VPSC’s resources are 

being used effectively. 
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3.2 Understanding performance 
To understand VPSC’s efficiency and effectiveness, we examined VPSC’s 

performance measurement, monitoring and reporting, and the extent to which 

VPSC’s Budget Paper 3 (BP3) measures accurately measure its performance.  

Performance measurement 
VPSC’s performance measurement is limited, and provides little insight into the 

effectiveness or efficiency of its activities. This affects VPSC’s ability to understand the 

effectiveness of its operations, but also its ability to advocate for additional funding. As 

an example, VPSC’s 2016 business case lacked evidence of VPSC’s effectiveness 

and was not supported by robust performance information. The Department of 

Treasury and Finance advised government that the case for additional funding had not 

been fully demonstrated. 

In the development of its 2016–17 annual plan, VPSC developed 101 mostly 

output-based performance measures for the activities included in the plan, but it does 

not report against these measures. This is a key weakness and it means that VPSC 

cannot be sure that it is directing its resources to activities that are most effective in 

addressing the key risks and challenges facing the public sector. 

Instead, VPSC’s executive team monitors progress of some, but not all, of the activities 

in the annual plan through bi-monthly status reports. These status reports began in 

2016, and indicate whether the activity is on track or complete, and what stage it is 

at—however, the reports do not contain all of the activities from the annual plan. Prior 

to this, no status reporting of annual plan activities occurred. Individual business areas, 

such as VPSC’s Integrity and Advisory team, also undertake routine status updates 

against their specific projects and activities.  

This lack of performance measurement is a significant gap. While status updates 

are a recent improvement, they need to be supplemented with robust performance 

information. This is essential for VPSC’s executive team to make informed decisions 

about how it will allocate public resources. Further, this limited performance 

measurement compromises VPSC’s understanding of the effectiveness and efficiency 

of its activities, and whether it is achieving its objectives.  

Other ways of understanding performance 
VPSC’s annual report is the principal tool that it uses to demonstrate its accountability 

to Parliament and the public. VPSC’s annual reports consist mainly of descriptive 

information about activities and the volume of work undertaken, rather than focusing 

on the quality of the work or outcomes.  
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VPSC’s 2015–16 annual report gives little insight into VPSC’s performance, and 

provides limited information about the effectiveness of VPSC’s activities. The 

information included about the Graduate Recruitment and Development Scheme 

(GRADS) reports on its increased communications activities and subsequent increases 

in application rates, but this information is limited and it is not included for all of VPSC’s 

activities.  

Ineffective planning is one factor that has contributed to the weakness of VPSC’s 

annual reporting (see Section 2.2). Without better measures and performance 

reporting, VPSC’s annual reports will not be able to provide useful information.  

We acknowledge the challenges associated with measuring and reporting 

performance, but it is essential for transparent and accountable use of public funds 

and the achievement of policy goals. Furthermore, not effectively measuring 

performance hampers VPSC’s requests for increased funding, as evidenced by 

VPSC’s unsuccessful 2016 business case.  

The New Zealand State Services Commission (NZSSC) has a well-developed set of 

performance measures that could be a useful guide for VPSC. NZSSC’s four-year plan 

contains a set of objectives, outcomes, impact and output measures and targets that 

help it understand its performance (see Appendix B for an example).  

Most of VPSC’s activities have only one measure, which limits understanding of its 

performance. In contrast, NZSSC uses a set of measures for each outcome, enabling 

a more comprehensive understanding of performance against cost, quality and 

output-based measures.  

Although NZSSC has a different role to VPSC, VPSC should consider adapting these 

measures or adopting a more comprehensive set of measures for each of its activities 

to enable a better understanding of its performance.  

BP3 measures—service delivery 
BP3 is published annually, and details the goods and services or outputs that 

departments are funded to deliver, and how they support government’s strategic 

objectives. BP3 includes performance measures for monitoring departments’ outputs.  

The Victorian Government Performance Management Framework (PMF) requires 

measures to be appropriate and easily understood. They must consider timeliness, 

quality, quantity and cost, and be benchmarked over time and for comparison with 

similar activities in other jurisdictions. Performance measures should also demonstrate 

efficiency and effectiveness. 

Portfolio departments are subject to the mandatory requirements of the PMF, and the 

BP3 measures should be consistent with the requirements and guidance in the PMF.  

VPSC’s BP3 measures do not provide an adequate understanding of VPSC’s 

effectiveness. DPC has not effectively met its responsibility to ensure that the BP3 

measures set for VPSC meet the requirements of the PMF. 

Figure 3A shows VPSC’s BP3 measures. 
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VPSC’s BP3 measures 

Measure Description Target 
2014–15 

actual 
2015–16 

actual 
2016–17 

expected 

Quantity Advice and support provided to the 
public sector on relevant issues 

80 80 80 80 

 Number of referred reviews(a) underway 
or completed aimed at improving 
service delivery, governance and/or 
public administration efficiency and 
effectiveness  

5 5 5 5 

Quality(b) Proportion of recommendations arising 
from reviews of actions reported to be 
implemented by the public service  

100% 100% 100% 100% 

Timeliness(c) Proportion of data collection and 
reporting activities completed within 
target time frames 

100% 100% 100% 100% 

(a) Referred reviews are organisational reviews requested by the Premier or ministers, not fee-for-service 
reviews. 

(b) VPSC’s quality measure refers to reviews undertaken in relation to Employment Standards. 
(c) For 2015–16, VPSC’s target for timeliness was 90 per cent. 
Source: VAGO, based on BP3, Service Delivery. 

From 2014–15 to 2015–16, VPSC met all of the targets in its BP3 measures, and is 

expected to do so in 2016–17. However, VPSC’s BP3 measures are not a reliable 

means of understanding its performance because they do not comprehensively 

demonstrate its effectiveness.  

VPSC has met both of its quantity measures every year since 2010. It does not provide 

any supplementary information that demonstrates why these quantity targets are 

reasonable, and the targets themselves do not provide any insight into performance.  

In contrast, the quality measure addresses effectiveness by measuring the 

recommendations arising from reviews of actions in relation only to the Employment 

Standards—that is, agencies’ actions following VSPC’s recommendations after 

investigating complaints from public service employees about recruitment or other 

employment related activities.  

This is a proxy measure for understanding the impact of recommendations, and it 

provides an understanding of the quality or effectiveness of VPSC’s work on 

promulgating codes of conduct and standards. However, VPSC has no control over the 

reliability of this measure because it relies on unverified reports from departments. 

Further, this work is not a large part of VPSC’s activities. 

VPSC’s timeliness measure is a more useful measure of its efficiency—it measures the 

volume of services provided within a specific time frame.  

As VPSC’s role is to lead good governance in the public sector, its BP3 measures 

should sufficiently measure its performance.   
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3.3 Case studies of key activities 
Because of VPSC’s limited performance measurement and reporting, we examined its 

efficiency and effectiveness by looking at its delivery of four key activities: 

 organisational reviews 

 GRADS 

 codes of conduct and employment standards for the Victorian public sector  

 Workforce Data Collection and People Matter Survey. 

We selected these activities to cover VPSC’s two key divisions—leadership and 

workforce, and performance and integrity. These activities also reflect differences in 

the legislative basis of VPSC’s activities—organisational reviews and GRADS align 

with VPSC’s responsibilities under the Act, but are not explicitly stated functions. In 

contrast, its work on codes of conduct, employment standards and data collection are 

explicitly stated functions.  

We considered the effectiveness and efficiency of these activities.  

To understand the effectiveness and efficiency of the four key activities we examined, 

VPSC undertakes a range of activities including seeking stakeholder feedback, 

analysing data and undertaking reviews of its work. However, these activities provide 

a limited understanding of VPSC’s performance, and it does not have a clear 

understanding of the overall effectiveness of these activities and what outcomes they 

are achieving. 

The following Sections provide further insights from our assessments of the four 

activities we looked at.   

3.3.1 Organisational reviews 
One of the established functions of VPSC, and SSA before it, is undertaking reviews of 

part or all of a public sector agency. From 2005 to 2014, SSA completed 75 reviews, 

and from April 2014 to 2016, VPSC completed 22. VPSC’s reviews are delivered under 

section 39(1)(a) of the Act (see Section 1.1.2).   

We examined two reviews:  

 Organisational Capability Review of Ambulance Victoria, 2016 (the AV review), 

commissioned by Ambulance Victoria (AV) 

 Monitoring of Department of Education and Training (DET) Integrity Reforms (the 

DET review), a two-stage review undertaken in 2015–16, commissioned by the 

Minister for Education.  

VPSC develops the method, deliverables, project schedule and project management 

tools for each individual review, to reflect its specific terms of reference and context. 
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Key findings 
Feedback from stakeholders indicates that VPSC’s organisational reviews are 

effective and highly valued. We also found that VPSC follows well-developed project 

management practices in undertaking its reviews. Further, VPSC uses client surveys to 

gain insights into its performance and is committed to continuously improving its review 

practice.  

However, VPSC could make improvements to better understand and improve 

the efficiency and effectiveness of its review activities—this would enhance the 

effectiveness of VPSC’s broader work by ensuring its review activities address public 

sector issues directly relating to VPSC’s priorities. 

Planning and delivery 

Both the AV review and the DET review demonstrated sound planning and were 

delivered efficiently within agreed time frames. The AV review was also delivered within 

budget. Both were subject to ongoing monitoring while they were underway and, at 

their conclusion, VPSC’s team conducted an internal review to reflect on the process, 

identify effective practices, and identify room for improvement.  

The documentary evidence we examined for the AV review demonstrated more 

comprehensive project planning and monitoring than that for the DET review, which 

reflects the different requirements for fee-for-service reviews compared to reviews 

funded out of VPSC’s budget. 

The chief executive officer (CEO) of AV approved the project brief, which defined the 

objectives, methodology, governance, cost and time line of the AV review. The AV 

review’s progress and costs were monitored through weekly meetings between the 

review director and VPSC executives. The AV CEO confirmed that VPSC worked to 

efficiently manage the costs and time lines of the project. 

The Minister for Education approved the project plan, time line and deliverables for 

the DET review. Regular monitoring occurred through meetings between the review 

director and VPSC executives. Because the review was funded from VPSC’s budget, 

it was not necessary to monitor all costs, but doing so may assist VPSC to find 

efficiencies in its work and apply these to future reviews. 

The AV CEO highlighted the value of the AV review and the professionalism of VPSC 

staff. This value is further evidenced by the fact that VPSC continues to receive 

requests to undertake reviews from public sector clients.  

Use of lead reviewers 

For many of its reviews, VPSC appoints one or more external lead reviewers, who are 

usually senior, highly experienced public servants. Both the AV and DET reviews used 

lead reviewers. However, the costs associated with a lead reviewer are high—for 

example, they accounted for 23 per cent of the AV review budget. Despite this, VPSC 

does not evaluate the contribution of lead reviewers, nor do VPSC’s client surveys ask 

questions about the value of the lead reviewer from the client’s perspective.  
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VPSC has advised that it will begin evaluating the contribution of lead reviewers, 

including seeking clients’ views. This should enable it to find efficiencies in the way it 

allocates resources and understand the effectiveness of lead reviewers. 

Tracking the implementation of recommendations 

Both DET and AV accepted the findings and recommendations of the reviews. 

However, although VPSC makes recommendations through its reviews, it does not 

have a formal practice of tracking their implementation. Implementation is outside 

VPSC’s control, but tracking the changes that result from VPSC’s review work would 

provide important evidence of how it is fulfilling its statutory objectives.  

VPSC is helping AV to implement its review recommendations, but this occurs on a 

case-by-case basis rather than for every review.  

Similarly, VPSC has not systematically leveraged insights gained through its 

organisational reviews as a way to identify broader issues across the public sector. 

VPSC undertook an important first step towards doing this in April 2017, by 

aggregating the issues it had identified in its organisational review to shape its future 

initiatives.  

Measuring effectiveness 

VPSC reviewed the effectiveness of its review activities both during and at the end of 

the DET review. It did so by determining what work practices were effective and how to 

manage the relationship, given that DET did not commission the review.  

VPSC has 10 measures relating to seven review activities in its 2016–17 annual plan, 

but these are output based or relate to endorsement from the review commissioner. 

Figure 3B shows the performance measures for three of the activities. 

  
Review activities and measures 

Activity Performance measure 

Subject to the direction of the Premier, lead 
implementation of key recommendations arising 
from the Review of Victoria’s Executive Officer 
Employment and Remuneration Framework: 

 

 Conduct industry segment reviews of 
executive employment and remuneration 

Reviews supported by Premier and 
relevant minister and portfolio secretary 

 Establish an executive remuneration panel Panel established 

 Commission the design of a framework and 
tools for determining VPS executive 
classification and remuneration 

Commission designed 

Source: VAGO, based on VPSC. 
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The last two of these measures are output-based and do not provide an understanding 

of effectiveness. However, the first measure, which focuses on support for the review 

from the Premier and relevant minister and portfolio secretary, is appropriate, because 

it measures whether the output aligns with the specifications of the review—in this way, 

it acts as a proxy measure for quality. However, it does not provide an understanding 

of the efficiency of the activity, and as a result, is not comprehensive.  

VPSC does not report against these measures, but provides high-level information to 

the VPSC executive about the status of projects. This limits VPSC’s ability to improve 

its review activity, to understand whether reviews are successful, and to apply review 

findings to its broader activities within the public sector.  

Responses to the reviews from AV and the Minister for Education indicate that review 

commissioners value VPSC’s reviews. However, lack of reporting against these 

measures is a missed opportunity for VPSC to demonstrate its effectiveness rather 

than relying on the ongoing demand for its review services and positive feedback from 

clients. 

3.3.2 Victorian Graduate Recruitment and Development 
Scheme 
VPSC delivers GRADS on behalf of participating public sector agencies. GRADS is a 

12-month employment program intended to recruit high-performing graduates to meet 

the current and future needs of the Victorian public service. VPSC is responsible for 

coordinating agencies’ participation in the program, marketing and promotion, 

procurement and contract management, delivery of a learning and development 

program for graduates, and supporting stakeholders.  

In 2016, VPSC’s management of GRADS resulted in recruitment and learning and 

development of 83 people in 11 different agencies.  

The total cost of delivering the program in 2016 was $1.596 million. VPSC delivers the 

GRAD program on a cost-recovery basis—participating agencies cover all costs, which 

are charged on a fee-per-graduate basis. This fee model means that the higher the 

number of participants in the program, the lower the cost per graduate for 

departments. 

Key findings 
VPSC has a solid understanding of the GRADS program’s performance each year, but 

does not have a comprehensive understanding of its impact. There is an ongoing lack 

of strategic oversight of the program, which means that the long-term outcomes are 

not known.  
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Seeking feedback and reviewing the program 

VPSC regularly seeks feedback on the management and operation of the program 

from graduates and other stakeholders, both formally—through committees and 

surveys—and informally. VPSC uses this feedback to improve the way it manages 

GRADS—for example, it recently changed its model for delivering learning and 

development from multiple providers to a single provider.  

While VPSC reviews the program and seeks feedback, it could improve the way it 

delivers GRADS so it can gain a greater understanding of the effectiveness and 

efficiency of the program. A comprehensive review of GRADS is scheduled for 2017, 

which should assist VPSC to do this. 

Strategic oversight 

SSA established the GRADS Governance Board in 2013, to improve strategic 

oversight of the program in response to a recommendation from a 2012 review. The 

governance board continued to operate under VPSC. However, VPSC advised that the 

board did not have any strategic impact, and it was disbanded in 2015.  

After the board was disbanded, the Human Resources Directors Network, made up of 

representatives from the seven departments, was intended to provide a strategic 

oversight role. However, VPSC’s engagement with the network has been limited and 

the network is largely informal. This arrangement has not provided any strategic 

oversight of GRADS.  

As a result, VPSC’s management of GRADS does not incorporate the strategic 

direction needed to identify and respond to the future needs of the Victorian public 

sector. There is little understanding of the long-term effectiveness of the program, and 

GRADS does not have defined objectives to work towards or measures to help 

evaluate its performance. There is currently no governance structure in place to 

facilitate these activities. 

Measuring effectiveness 

VPSC’s 2016–17 annual plan contains a range of measures for GRADS, but they are 

output-based and VPSC does not report against them. However, VPSC did report on 

the effectiveness of its marketing and attraction strategies for GRADS in its 2015–16 

annual report—for the 2016 intake, VPSC created a video and changed its broader 

attraction strategy, which led to a 27 per cent increase in applications for graduate 

roles. 

Gathering data 

VPSC could improve its review activities for GRADS by collecting longer-term data 

on retention, which would help it to understand the longer-term effectiveness of the 

program and whether the costs of participating are an efficient means of recruitment 

for agencies. VPSC does not currently undertake this work. 
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VPSC does not collect raw application and assessment data on education, cultural 

background or other demographic information from applicants. VPSC could use this 

data to better understand the pool of applicants which, in turn, could help it to identify 

possible efficiencies within the application and assessment process and contribute to 

broader VPSC initiatives around workforce management. Given the strategic priority 

that VPSC places on data, this is a missed opportunity.  

3.3.3 People Matter Survey and Workforce Data Collection 
Collecting and reporting on whole-of-government data is one of VPSC’s core functions 

under the Act. VPSC collects and maintains six major datasets, shown in Figure 3C.  

  
Major datasets maintained by VPSC 

Dataset Description 

People Matter Survey (PMS) Results of an annual survey on employees’ views 
about the application of public sector values and 
employment principles in their workplaces 

Workforce Data Collection (WDC) Data from an annual census of all public sector 
employees 

Executive Data Collection Data from an annual census of public sector 
executives 

Government Sector Executive 
Remuneration Panel (GSERP) 

Data on remuneration of public sector executives 
 

Progression Data Collection Data on progression outcomes for the public sector 

Government Appointments and 
Public Entities Database (GAPED) 

Data on appointments and composition of public 
sector boards 

Source: VAGO. 

These datasets are essential for VPSC to fulfil its statutory functions of:  

 monitoring adherence to public sector values and codes of conduct 

 reporting to agency heads on their organisations’ workforces, and their 

adherence to the codes of conduct. 

These data collections are also an important input for publications such as the annual 

report State of the Public Sector in Victoria and other initiatives.   

We examined VPSC’s management of two key data sets—PMS and WDC. 

Key findings  

Timeliness of data collection activities 

VPSC has delivered its data collection activities within agreed time frames. VPSC’s 

BP3 timeliness measure looks at the proportion of its data collection activities 

completed within agreed time frames, as an indicator of the efficiency of its activities.  

In 2015–16, the timeliness target was 90 per cent, but VPSC exceeded this target, 

delivering 100 per cent of its activities on time.  
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Addressing issues with data accuracy, sustainability and security 

Although VPSC exceeded its timeliness measures, issues with data management 

documentation, data storage, obsolescence of data collection platforms and manual 

data validation methods create risks to the accuracy, sustainability and security of the 

data. VPSC’s Data System Strategy 2016–19 details these issues and their impact on 

its efficiency, as well as how they will be addressed.  

One example of this is VPSC’s decision to replace the obsolete Workforce Analysis 

and Collection Application (WACA) tool—the first stage of this strategy. VPSC included 

this action in its 2016–17 annual plan and is currently considering options for how to 

progress this action.  

VPSC previously made efforts to replace the WACA tool. It prepared procurement 

documentation in 2015, but the project did not proceed.  

It is important for VPSC to follow through on its current attempt.    

Processes and controls 

Our analysis of the processes associated with PMS and WDC show they are sufficient 

for VPSC to fulfil its statutory obligations. However, there are flaws in VPSC’s 

processes and controls that create a risk that the data may be unreliable. These risks 

have not materialised, and the PMS and WDC data we tested was accurate. However, 

these risks continue to threaten VPSC’s ability to deliver activities that rely on data 

analysis.  

VPSC validates and investigates its data, but documentation for these activities is 

incomplete.  

WDC is collected through WACA, but this tool is no longer supported by the original 

developer and cannot be repaired or enhanced. VPSC has attempted to manage this 

issue by using additional spreadsheets to support its own data validation.  However, 

this process is manual and highly inefficient.  

VPSC previously used the WACA tool for WDC and VPS executive data collections. 

However, due to WACA’s declining functionality the VPS executive data collection is 

now received by email and manually stored in spreadsheets, so it is not subject to 

appropriate data warehousing or security. These issues highlight the importance of 

VPSC following through on its plans to replace WACA.  

Reporting survey results back to clients 

VPSC has recently worked to enhance its use of data by developing new products to 

report the results of its data collection back to clients. These include: 

 presenting PMS results as heat maps to make data more meaningful 

 preparing ‘data insights’ reports on a range of specific topics, using data from the 

2016 PMS survey 

 piloting data dashboards for each department to enable them to gain insights and 

use this data for their planning.  
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These are positive developments that demonstrate VPSC’s efforts to leverage its 

valuable datasets. However, as VPSC’s use of data increases, so too does the need 

for it to address issues with management and storage of its datasets.  

3.3.4 Code of conduct and employment standards 
Under the Act, two of VPSC’s functions are issuing and applying codes of conduct 

derived from the Public Sector Values, and issuing and applying standards derived 

from the Employment Principles. VPSC’s codes of conduct and standards work is 

linked with its statutory objective of maintaining and advocating for public sector 

professionalism and integrity.  

Figure 3D shows VPSC’s responsibilities for issuing and applying codes of conduct 

and standards. 

  
Values, principles, standards and codes 

 
Note: The Codes of Conduct for VPS Employees and Employees of Special Bodies were issued in 2007, and updated 
and reissued in 2015. The Code of Conduct for Directors of Victorian Public Entities was issued in 2006, and updated 
and reissued in 2016. 
Source: VAGO. 

Under section 40(b) of the 
Act, VPSC must issue and 
apply codes of conduct 
(derived from the values) 
and standards (derived 
from the principles).

The Public Administration
Act 2004 sets out Public 
Sector Values (section 7) 
and Employment Principles 
(section 8). 

VPSC issues:
 three codes of conduct
 five standards to guide 

agencies.

Public sector agencies 
must comply with the 
values and the 
principles.

Codes of conduct
 public sector 

employees
 public sector 

employees of 
special bodies

 directors of public 
entities

Standards
 employment 

decisions based on 
merit

 fair and reasonable 
treatment of 
employees

 equal employment 
opportunity

 human rights 
upheld

 reasonable avenue 
of redress against 
unfair treatment

 development of a 
‘career public 
service’

Codes of conduct

Standards

Public Sector
Values

s7

Employment 
Principles

s8

s40(b)
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Public sector agencies’ employment processes must be consistent with the principles 

and the standards. There are six standards: 

 fair and reasonable treatment 

 merit in employment 

 equal employment opportunity 

 human rights 

 reasonable avenue of redress 

 career public service. 

Codes of conduct are derived from the values set out in the Act, so they remain 

relatively stable unless there are changes to the legislation. VPSC updated the codes 

of conduct in 2015 and 2016, prompted by the changes to the Act in 2014 that created 

VPSC.  

The Standards for the Application of Public Sector Employment Principles (the 

standards) are mandatory. They were originally issued in 2006 and were updated and 

reissued by VPSC in January 2017. VPSC communicates these changes to heads of 

public agencies. 

Section 40(1)(c) of the Act requires VPSC to monitor and report to the heads of public 

sector agencies on compliance with the values, codes, principles and standards. 

VPSC’s performance and analytics team does this annually, using the results of the 

PMS.  

VPSC’s integrity and advisory team responds to enquiries from public sector 

employees about their employer’s compliance with the standards, investigates 

inquiries and makes recommendations to public sector agencies to help them comply. 

In 2016, VPSC received 179 enquiries. VPSC exercised formal information request 

powers and made recommendations on 13 of these.  

Key findings 
VPSC’s codes and standards work complies with the requirements of the Act. 

Developing a program of work 

Through the Integrity Strategy, introduced in 2016, VPSC has introduced more active 

monitoring of its codes of conduct and standards work and a more defined, 

consolidated program of work than it had previously. These are positive steps.  

The Integrity Strategy aims to strengthen integrity and promote sustained community 

and government trust in the Victorian public sector. The strategy sets a program of 

work for the Integrity and Advisory team, but VPSC has not yet developed systems to 

help it understand how effective its codes of conduct and standards work has been.  

VPSC’s performance measurement in this area is output-based and measures 

compliance with the Act, rather than the effectiveness of its activities. 
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VPSC has undertaken activities to apply PMS results to planning codes of conduct and 

standards work under the Integrity Strategy, but this work is not systematic and occurs 

on an ad hoc basis. For example, VPSC’s analysis of 2016 PMS results helped it to 

identify a cohort of departments with bullying and harassment issues. It is currently 

developing resources to help departments improve their performance in these areas.  

Identifying issues and monitoring compliance 

As part of the Integrity Strategy, VPSC is in the early stages of developing a matrix to 

identify public sector agencies that need help to comply with codes and standards. A 

small number of them will be selected for annual review. These reviews aim to identify 

noncompliance before a breach occurs and should enable VPSC to become more 

effective in targeting compliance issues with the codes and standards.  

The Integrity Strategy includes an initiative to use data from the PMS, reviews and 

enquiries to identify emerging issues, which should enable VPSC to better exploit its 

datasets to anticipate sector issues and, potentially, to reduce the number of enquiries 

that VPSC must address.  

VPSC has also undertaken some preliminary analysis activities, using the results of its 

organisational reviews to identify key areas of concern. 

VPSC’s activities in relation to bullying and harassment, the Integrity Strategy and its 

anticipation of future demand demonstrate a willingness to be responsive to emerging 

issues. While this work is in its early stages, VPSC is taking positive steps to develop a 

more strategic approach to its work.  
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Appendix A. 
Audit Act 1994 section 16—
submissions and comments 
We have consulted with the Victorian Public Sector Commission and the Department 

of Premier and Cabinet, and we considered their views when reaching our audit 

conclusions. As required by section 16(3) of the Audit Act 1994, we gave a draft copy 

of this report, or relevant extracts, to those agencies and asked for their submissions 

and comments.  

Responsibility for the accuracy, fairness and balance of those comments rests solely 

with the agency head. 

Responses were received as follows: 

Victorian Public Sector Commission ............................................................................. 30 

Department of Premier and Cabinet ............................................................................. 32   



Audit Act 1994 section 16—submissions and comments 

30       Effectiveness of the Victorian Public Sector Commission Victorian Auditor-General’s Report 

RESPONSE provided by the Commissioner, Victorian Public Sector Commission 
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RESPONSE provided by the Commissioner, Victorian Public Sector Commission 

– continued 
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RESPONSE provided by the Secretary, Department of Premier and Cabinet 
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Appendix B. 
Public Sector Values and 
Employment Principles 

Under the Public Administration Act 2004 (the Act), two of VPSC’s functions are 

issuing and applying codes of conduct derived from the public sector values, and 

issuing and applying standards derived from the Employment Principles. 

Figure B1 outlines the Public Sector Values outlined in the Act. 

 
Public Sector Values 

(a) Responsiveness—public officials should demonstrate responsiveness by— 
(i) providing frank, impartial and timely advice to the Government 
(ii) providing high quality services to the Victorian community 
(iii) identifying and promoting best practice 

(b) Integrity—public officials should demonstrate integrity by— 
(i) being honest, open and transparent in their dealings 
(ii) using powers responsibly 
(iii) reporting improper conduct 
(iv) avoiding any real or apparent conflicts of interest 
(v) striving to earn and sustain public trust of a high level  

(c) Impartiality—public officials should demonstrate impartiality by— 
(i) making decisions and providing advice on merit and without bias, caprice, 

favouritism or self-interest 
(ii) acting fairly by objectively considering all relevant facts and fair criteria 
(iii) implementing government policies and programs equitably 

(d) Accountability—public officials should demonstrate accountability by— 
(i) working to clear objectives in a transparent manner 
(ii) accepting responsibility for their decisions and actions 
(iii) seeking to achieve best use of resources 
(iv) submitting themselves to appropriate scrutiny 

(e) Respect—public officials should demonstrate respect for colleagues, other public 
officials and members of the Victorian community by— 
(i) treating them fairly and objectively 
(ii) ensuring freedom from discrimination, harassment and bullying 
(iii) using their views to improve outcomes on an ongoing basis 

(f) Leadership—public officials should demonstrate leadership by actively 
implementing, promoting and supporting these values 

(g) Human rights—public officials should respect and promote the human rights set out 
in the Charter of Human Rights and Responsibilities by— 
(i) making decisions and providing advice consistent with human rights 
(ii) actively implementing, promoting and supporting human rights. 

Source: VAGO, based on the Public Administration Act 2004. 
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Figure B2 outlines the Employment Principles outlined in the Act. 

 
Employment principles 

Public sector body Heads must establish employment principles that will ensure that— 
(a) employment decisions are based on merit; and 
(b) public sector employees are treated fairly and reasonably 
(c) equal employment opportunity is provided; and 
(ca)  human rights as set out in the Charter of Human Rights and Responsibilities are  
        upheld; and 
(d) public sector employees have a reasonable avenue of redress against unfair or 

unreasonable treatment; and 
(e) in the case of public service bodies, the development of a career public service is 

fostered. 
Source: VAGO, based on the Public Administration Act 2004. 
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Appendix C. 
New Zealand State Services 
Commission 

The New Zealand State Services Commission’s (NZSSC) four-year performance 

framework contains objectives, outcomes, impact and output measures that enable an 

understanding of its overall performance, and are a useful guide for VPSC, as outlined 

in Figure C1.  

Figure C1 
NZSSC Performance Framework 2015–19: System Stewardship 

Area Description 

Outcomes State Services has the people, institutions and approach to anticipate 
and respond effectively to the needs of New Zealanders today and in 
the future.  

Impacts  A robust leadership pipeline develops and deploys future system 
leaders at all levels. 

 The Public Service has capacity and capability to anticipate and 
respond effectively to the changing needs of New Zealanders. 

 The system’s institutions and public servants’ behaviour supports 
and builds system legitimacy. 

Priority 
activities 

Leadership capability 
development and 
deployment 

Work with agencies to build the leadership 
pipeline—implement a common approach 
to developing and deploying leaders for the 
State services. 

Employment relations 
and effective people 
strategy 

Grow system capability to design and 
implement effective and efficient people 
strategy and provide employment relations 
advice 

Strengthen integrity of 
the State Services 

Support the delivery of the Integrity Strategy 
for the State Services and New Zealand’s 
Open Government Partnership 
commitments. 

Impact 
measures 

Talent pool Percentage of stakeholders agreeing that 
tier 2 and tier 3 capability in the NZ Public 
Service is fit-for-purpose, increases 
(average score of 3.3 out of 5, or better in 
stakeholder survey). 

Employment relations Stakeholders are satisfied that SSC’s 
oversight role of state sector employment 
relations achieves solutions within 
Government Expectations and provides for 
effective management of risk within and 
across agencies (SSC stakeholder survey) 
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Figure C1 
NZSSC Performance Framework 2015–19: System Stewardship – continued 

Area Description  

Output 
measures 

Talent deployment 12 deployments of senior leaders through 
Career Boards 

Leadership 
development 

90 per cent of the Career Board cohort has 
been assessed using a standard framework 
and have agreed Individual Development 
Plans. 

Policy output 
measures 
(policy may 
relate to any 
portfolio) 

Policy advice Minister of State Services has 70 per cent 
satisfaction with policy advice 

Policy quality Technical quality of policy advice papers 
rated at 70 per cent 

Policy cost Total cost per output hour at $170. 

Outcome 
measures 
(reflect the 
activities of all 
portfolios) 

Results achievement 90 of Better Public Services results are on 
track to be achieved 

Service quality Overall Kiwis Count service quality score of 
73 

Source: VAGO, based on New Zealand State Services Commission. 
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Reports tabled during 2016–17 
 

Report title Date tabled

Enhancing Food and Fibre Productivity (2016–17:1) August 2016 

Audit Committee Governance (2016–17:2) August 2016 

Meeting Obligations to Protect Ramsar Wetlands (2016–17:3) September 2016 

Efficiency and Effectiveness of Hospital Services: Emergency Care (2016–17:4) October 2016 

High Value High Risk 2016–17: Delivering HVHR Projects (2016–17:5) October 2016 

Security of Critical Infrastructure Control Systems for Trains (2016–17:6) November 2016 

Financial Systems Controls Report: 2015–16 (2016–17:7) November 2016 

Auditor-General’s Report on the Annual Financial Report of the State of Victoria, 

2015–16 (2016–17:8) 

November 2016 

Water Entities: 2015–16 Audit Snapshot (2016–17:9) November 2016 

Portfolio Departments and Associated Entities: 2015–16 Audit Snapshot (2016–17:10) November 2016 

Local Government: 2015–16 Audit Snapshot (2016–17:11) November 2016 

Public Hospitals: 2015–16 Audit Snapshot (2016–17:12) November 2016 

Access to Public Dental Services in Victoria (2016–17:13) December 2016 

Managing the Performance of Rail Franchisees (2016–17:14) December 2016 

Managing Community Corrections Orders (2016–17:15) February 2017 

Regulating Gambling and Liquor (2016–17:16) February 2017 

Managing Public Sector Records (2016–17:17) March 2017 

Effectiveness of the Environmental Effects Statement Process (2016–17:18) March 2017 

Managing Victoria’s Planning System for Land Use and Development (2016–17:19) March 2017 

Public Participation in Government Decision-Making (2016–17:20) May 2017 

Public Participation and Community Engagement: Local Government Sector 

(2016–17:21) 

May 2017 

Board Performance (2016–17:22) May 2017 

Managing School Infrastructure (2016–17:23) May 2017 

ICT Strategic Planning in the Health Sector (2016–17:24) May 2017 

Technical and Further Education Institutes: 2016 Audit Snapshot (2016–17:25) June 2017 



Universities: 2016 Audit Snapshot (2016–17:26) June 2017 

 
VAGO’s website at www.audit.vic.gov.au contains a comprehensive list of all reports issued by VAGO.  

 
 
 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Availability of reports 
All reports are available for download in PDF and HTML format on our website 

www.audit.vic.gov.au 

 

Victorian Auditor-General's Office 

Level 31, 35 Collins Street 

Melbourne Vic. 3000  

AUSTRALIA 

Phone: +61 3 8601 7000 

Email: enquiries@audit.vic.gov.au 
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