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Foreword

Public administrations operate in an age of increased public scrutiny, growing, 
and understandable expectations of transparent governance and a heightened 
obligation to demonstrate the public value of government-managed services and 
facilities. Furthermore, communities are comfortable in challenging the decisions 
of public administrations and look for opportunities to participate in decision-
making. Consequently, public administrations seek out more considered, inform-
ative, and highly relevant approaches to measuring the performance of their 
services and facilities.

Critical to effectively measure performance and to continuously improve those 
operations or services are the performance indicators in use. Unfortunately, until 
now, the attention towards and the development of performance indicators seems 
more like a black art than a coherent process of transparent development. Many 
books provide lists of performance indicators or theories for performance meas-
urement, but this publication is significantly different. This book provides prac-
titioners in the public administration sector (and the communities which they 
serve) with the necessary steps and processes to collaboratively engage with their 
stakeholders, establish priorities, and determine relevant performance indicators 
that represent their local needs or desires. In short, the authors provide a practi-
cal, user-friendly guide to performance indicator development that is driven by 
external and internal stakeholder engagement.

I call on government administration leaders, intent on really understanding 
the performance of their government agency, to prescribe this as the only relevant 
approach to community engagement around performance indicator develop-
ment. This is essential reading for their staff, and for those in their communities 
that seek a more active participation and involvement in government.

Gail Connolly
General Manager

Georges River Council
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Preface

Welcome to our practitioner guidebook on the customer development of effective 
performance indicators in public administration!

This book addresses a real gap in academic knowledge and in practice knowl-
edge about how public organisations’ and their communities may jointly develop 
performance indicators for the public organisation’s operations that are highly 
context relevant, useful and understood by those affected, and which success-
fully integrate diverse customer expectations/desires with organisational strate-
gic objectives. In pursuing those outcomes, the instructive contents of our book 
will also support continuous improvement efforts and the practical enactment of 
genuine community participation. It will help increase operational transparency 
to external customers in the community, which in turn assists the development of 
public trust.

Currently, we would suggest that the locally relevant and customer-oriented 
development of performance indicators is not generally a topic of focal attention 
by local public administrators or by State level government authorities. Current 
processes used to determine performance indicators and the resultant perfor-
mance indicators in use are often highly variable across contexts, focus on outputs 
rather than outcomes, and can be imbued with or represent authority operational 
and/or political bias, formulaic ignorance or incompetence, and simple policy 
compliance. As a result, performance indicators can lack relevance and utility 
to those managing or seeking to improve operations and also lack relevance and 
value to external members in the communities which the operations seek to serve.

As industry practitioners (current or past) and also as academics intensely 
interested in how organisations may better measure and improve performance, we 
were deeply concerned that there was a lack of any systematic and process guid-
ance provided to practitioners confronting these performance indicator develop-
ment dilemmas. Hence, our focus in this book is deliberately on informing and 
practically guiding practitioners (which for our purposes include external and 
internal customers – both public entity staff  and community representatives) and 
is not concerned with providing an academic treatise on the subject. That being 
said, the contents of this book are nonetheless grounded in a major academic 
study by the authors on the subject matter concerned and, therefore, are under-
pinned by robust academic research in the field.

This book guides practitioners through an innovative, approachable, and 
structured performance indicator development framework (built on quality 
management principles), and outlines a participative process to implement that 
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framework, constituting what we term as our approach to the customer develop-
ment of effective performance indicators in public administration. Our approach 
places the customers’ front and centre in the performance indicator development 
process which promotes mutual learning and joint ownership through the co-
production of outcomes, and fosters relationship building between diverse cus-
tomer groups.

It is our hope that public administration organisations worldwide become 
aware of and adopt this book as a source of inspiration and guidance to help con-
struct performance indicators relevant to their contexts and local needs, enhance 
their community engagement processes, encourage learning, and improve their 
operational decision-making.

Happy reading!
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‘The only man who behaved sensibly was my tailor; he took my 
measure every time he saw me, whilst all the rest went on with 
their old measurements and expected them to fit me’.

From ‘Man and Superman: a comedy and a philosophy’ (Shaw, 1903).



Chapter 1

Introduction

1.1. Chapter Introduction
This chapter provides key foundational aspects or perspectives on the research 
underpinning the contents of this practitioner guide book. It thereby outlines our 
quality-oriented approach to performance indicator development and articulates 
why having customers involved in such a process is so important. It also pro-
vides some academic research commentary on performance indicators in public 
administration (PA) and what makes our new approach so significantly useful in 
this PA context. Furthermore, it articulates in broad conceptual and practical 
detail our full approach to this issue – bearing in mind that following chapters 
will provide intimate details about each aspect. Towards the end of this chapter, it 
provides some limited commentary on the methodological and contextual infor-
mation concerning the research which underpins the contents of this book. In so 
doing, it is hoped that it will help a reader contextually orientate, and more read-
ily appreciate, the numerous real-life practical examples provided in the following 
chapters. Finally, at the end of this chapter, it briefly discusses how each of the 
following chapters are organised. Thus, the information contained in this chapter 
serves as the keystone on which the other chapters build.

1.2. Why Take a Quality-oriented Perspective to 
Performance Indicator Development in the Public 
Administration (PA) Context?
Whilst Chapters 2 and 3 will explore our quality-oriented approach to perfor-
mance indicator development in much more detail, it is nonetheless important at 
this point to briefly articulate or justify why we considered a quality approach as 
appropriate to support performance indicator development in this PA context.

First, the PA context often involves a bewildering array of diverse customers 
and community stakeholders and operates a diverse range of services to communi-
ties. This is in particular contrast to private firms offering a limited range of prod-
ucts or services and often to specific market groups. In that frame, the successful 
management of public organisations is arguably more challenging and complex, 
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more prone to public scrutiny and decision-making can sometimes be imbued with 
political considerations that may not necessarily align with operational concerns. 
Thus, having appropriate performance indicators in this context that effectively 
measure performance in accordance with the interests of various stakeholders 
would seem particularly important and may sensibly serve as the basis for estab-
lishing a ‘common ground’ for further improvement in those services.

Many readers will be aware of, or indeed have been involved in, Total Quality 
Management initiatives in their organisations over the past decades. The gen-
eral principles of quality management concerning a focus on the customers and 
stakeholders, employee engagement and teamwork, and a focus on continuous 
improvement and learning suggest that a quality perspective may also have some 
merit in addressing performance indicator development and its current chal-
lenges in the PA context. Moreover, the quality management literature provides 
some formative frameworks that may assist in performance indicator develop-
ment and consistent with those principles above, necessarily involves customers 
in those processes and in learning. Thereby, customers can have varying degrees 
of influence in providing inputs and in co-constructing outputs. Compared to 
other simpler and more prescriptive or deterministic approaches taken towards 
performance indicator development that are seen in many PA organisations, uti-
lising a quality approach appears to be a more radical, more complex (due to its 
constructivist foundation), and a more context adaptive alternative. Nonetheless, 
if  one presumes that having effective, relevant (to the operation and to the con-
text), supported, and understood performance indicators that underpin continu-
ous improvement initiatives as important, then just maybe a quality approach is 
what is needed to better deal with this issue.

The quality framework that was of particular interest to us was Quality Func-
tion Deployment (QFD) and its House of Quality (HoQ). QFD is a component 
of Total Quality Management and essentially tries to account for both product 
quality and process efficiency. QFD is most often used for design and manufactur-
ing purposes and links customer requirements to the relevant technical require-
ments (TRs) used to manufacture or deliver a product or service (Evans, 2008). 
The resulting HoQ framework aligns the stakeholder requirements (voice of the 
customer (VoC)) with TRs (the ‘how’ or characteristics of the product or service 
being provided) (Evans & Lindsay, 2011). The terms external stakeholder and cus-
tomer are quite often used interchangeably in the quality literature – reflecting 
that the more typical use of the HoQ tends to consider customers as primarily 
external to the organisation. However, in the underpinning study which supports 
the contents of this book, both internal and external stakeholders/customers are 
engaged, and, thus, the VoC here, is reflective of both groups’ perspectives. Both 
groups participated in the data capture process and also in seeking to align the 
VoCs with relevant indicators to measure performance. We considered this was 
highly appropriate given that the customer perspective is an integral component of 
[good] performance measurement (Goetsch & Davis, 2013; Tucker & Pitt, 2009).

The VoC is core to the effective implementation of any HoQ framework. How-
ever, it is perhaps bewildering to find that very few documented processes exist 
for the productive capture of the multifarious VoCs (Griffin & Hauser, 1993).  
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In order for the customer requirements within the QFD approach to be meaningful 
and reflective of the community they represent, the processes used to source the 
data must be well-designed and effective – a particular challenge that was actively 
pursued in this research and is detailed and illustrated in following chapters. Fur-
ther, it has been found that ‘collective involvement’ or stakeholder engagement in 
the quality process can raise performance (Pimentel & Major, 2016, p. 1007) and 
also improve the likelihood of performance indicators being appropriately used by 
the community, as previous research has demonstrated. Such stakeholder engage-
ment processes also support learning and organisational improvement (Marr, 
2009). The engagement process and the sampling of community and practitioner 
representation are, therefore, critical to the success of the HoQ.

In sum, in our pursuit of identifying and/or developing systematic and struc-
tured approaches towards performance indicator development that would best ‘fit’ 
and reflect the complex service context of PA, and ultimately incorporate diverse 
customer needs and community involvement, we concluded that an enhanced ver-
sion of a HoQ framework specifically derived to focus on performance indicator 
development, would indeed facilitate those outcomes.

1.3. Why Have Customers Collaborate in the Development 
of Performance Indicators?
At the risk of repeating or reinforcing some comments made previously, it is sim-
ply not sufficient or sensible to mandate performance indicators to PA organi-
sations from remote higher-level government authorities or to simply impose 
performance indicators on communities that ignore their particular needs and 
aspirations. Moreover, any random selection of performance indicators based on 
best practice observations or other detached and simplified formulaic approaches, 
again, does not necessarily reflect local community expectations nor encourage 
ownership of those performance indicators by the agency involved or the commu-
nities they serve. Many practitioner readers may readily appreciate these assertions 
and in turn move towards a conclusion that the best way to develop performance 
indicators that can reflect customers’ needs and encourages them to engage with 
the performance indicators, must be constructed with their active input.

A further compelling reason to have customers involved in performance indi-
cator development revolves around communities demanding more transparency 
and more involvement in managing their community affairs. Public administra-
tors are also seeking out ways to meet with those desires. This issue of partici-
patory democracy is difficult and challenging particularly for local government 
authorities who to a large extent due to their purpose and scope are at the fore-
front of community engagement endeavours. These difficulties and challenges 
essentially revolve around what to focus on, how technically complex the issues 
are, how to initiate and enact processes that genuinely and productively involve 
community representation, and the public exposition and examination of what 
may be viewed as proprietary information or knowledge held by the authority. 
The approach presented and expounded on in our book is one way that public 
authorities can actively engage in highly productive partnerships with community 
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groups/representatives. Therein, not only do community customers participate in 
very practical ways but the process promotes mutual learning and joint owner-
ship through co-production of outcomes, fosters relationship building between 
diverse customer groups, and inspires improvement conversations about the oper-
ation being assessed. Such generated confidence in the measures developed and 
deployed also ultimately underpins the strategic continuous improvement and fis-
cal performance of those target operations.

In sum, having customers collaborate on the development of performance 
indicators enables a PA organisation to effectively address and incorporate their 
needs, encourages understanding of and direct ownership of the performance 
indicators, and helps address any goals of facilitating participatory democracy 
within local communities.

1.4. Performance Indicators and Measuring Performance in PA
A quick comment or two on the terms ‘performance indicators’ and ‘performance 
measures’, since some clarification about them is necessary in respect to this book. 
As seen in literature concerning performance management, the terms ‘measures’ 
and ‘indicators’ are often used interchangeably with little apparent reference to 
any relationship between them. Indeed, in a review of performance measurement 
systems literature by Choong (2014), it was shown that there is no consensus as to 
their meanings. At first glance, they may be interpreted as the same entity that is 
a measure is simply an indicator, but that does not represent the complete picture. 
It is our position in this book that an ‘indicator’ is the broader generic assessment 
criterion (or gauge) used to evaluate an operation’s performance (and can include 
both quantitative and qualitative forms), and a ‘measure’ (the degree) is a subset 
or element of that indicator. That being the case, an indicator can have singular 
or multiple measures attached to it and, thus, individual contexts have choice with 
how many and what measures they choose to deploy as pertaining to each indica-
tor. For example, a performance indicator of ‘access to transport options’ for a 
local theatre district may have performance measures assigned that are consid-
ered most appropriate in their context, for example, ‘number of kilometres from 
the train station’ and/or ‘number of free parking spaces within a 1 km radius of 
the district’. In that frame, indicators can be considered the motherships which 
spawn their performance measures. Our focus in this book is on the development 
of performance indicators.

The following discussion on the current literature in this field tends to high-
light the use of the term ‘measures’ rather than ‘indicators’ but nonetheless helps 
indicate the conditions concerning the field of measuring performance in public 
organisations. Globally, government agencies have adopted performance meas-
ures to review performance, with varying degrees of uptake and success (Hall & 
Handley, 2011; Marr, 2008b). This increase in the use of performance informa-
tion and data in PA has been well documented (e.g. see Cepiku, Hinna, Scarozza, 
& Savignon, 2017; Hood, 2012; James & Moseley, 2014). There are a number of 
factors influencing the effective use of performance measures in these contexts. 
These factors include the following: inadequate staff  training; the inability of 
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existing information systems to cost-effectively provide timely, reliable, and valid 
data; difficulties in selecting and interpreting performance measures; a lack of 
organisational commitment to achieving results; and limited decision-making 
authority assigned to those who can act on those measures (Cavalluzzo & Ittner, 
2004). Consequently, public organisations confront a complex assemblage of 
sociotechnical challenges to the successful implementation of performance meas-
urement systems.

Performance indicators and measures must ideally link to strategic direc-
tion within a culture that promotes learning and change from performance data 
(Marr, 2008a). However, measuring performance in government is often seen as 
an administrative burden that rarely produces insight to support the business or 
lead to change (Marr, 2008b). Essentially, the bureaucratic culture of government 
can stand in the way of effective performance measurement. For example, in 
2000, the Institute of Public Administration of Canada (IPAC) found that perfor-
mance measurement in government bodies in North America was ineffective and 
rarely led to positive change (Plant, 2006). Performance measurement is, in part, 
made more difficult within the government context due to the opposing need to 
satisfy growing customer expectations (effectiveness) whilst remaining financially 
sustainable (efficiency) (Tomaževič, Tekavčič, & Peljhan, 2017).

Furthermore, reviewing and improving performance measurement in public 
entities can be costly, resource intensive, and time-consuming (Hatry, Gerhart, & 
Marshall, 1994). That said, effective performance measurement is nonetheless 
important in gauging an organisation’s continuous improvement and ongoing 
success (Caiden, 1998) and can be used to entrench cultural changes or innova-
tion (Bartlett & Dibben, 2002). Hence, it is important to pay appropriate atten-
tion to it despite the challenges. It has also been noted that the development of a 
performance measurement system and indicators from the ground-up – ensuring 
its usefulness to managers and understanding by stakeholders – was also more 
successful upon implementation than the alternative, and has been utilised to 
inform continuous improvement (Hildebrand & McDavid, 2011). In contrast, an 
international study by Brusca and Montesinos (2016) examined the utilisation of 
performance reporting and found that the majority of countries did not engage 
stakeholders in the development of performance reporting and concluded that 
such engagement could strengthen such reporting. These findings clearly suggest 
a strong opportunity and a role for stakeholder participation in the development 
of performance indicators, which would in turn improve the successful implemen-
tation of those indicators and a focus on continuous improvement.

Enacting effective community/stakeholder engagement (Pansari & Kumar, 
2017) in developing performance indicators requires suitable instruments/pro-
cesses. Holistic and systematic processes focussed on achieving such outcomes are 
not currently described or prescribed in literature and the lack of such processes is 
noted by some researchers in the field (see Kumar & Pansari, 2016; Moxham, 2009; 
Taylor & Taylor, 2014; Yuen, Park, Seifer, & Payne-Sturges, 2015). There is a clear 
need to develop such participatory processes since communities expect to play a 
role in decision-making in government, despite having, arguably, a lack of knowl-
edge or specialisation to understand complex issues to make informed decisions 
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(Brydon & Vining, 2016). For example, community engagement practices have 
increased in Australia as: more citizens exert a desire to participate in decision-
making; there is a belief within government that understanding community needs 
results in more effective policy development; there is resulting legitimisation of 
government from engagement programs; and there is growing ease about engage-
ment via the online environment (Grant & Drew, 2017). At the local government 
level, for example, Head (2007) argues that expanding the engagement processes in 
local government was motivated by a desire to broaden responsibility for decisions 
and their ultimate success or failure. He also found that community participation 
in decision-making may assist in the restoration of trust in government (Head, 
2007). Furthermore, the inclusion of community stakeholders in performance 
management practices could improve asymmetric information provision, improve 
the value of performance data (Epstein, Wray, & Harding, 2006), and encourage 
collaboration and relationship building between internal and external stakehold-
ers of the public organisation. Such outcomes thereby positively impact exter-
nal stakeholders’ perceptions of the performance of the public entity (Quinlivan, 
Nowak, & Klass, 2014).

In sum, in the local government area, for example, there are strong indica-
tions that the development and use of performance assessment is often variable, 
ill-conceived and ineffective, and, consequently, in need of greater understand-
ing and change. Thus, this issue of performance indicators in PA is significantly 
important for effective performance measurement and management of public 
entities, and, is currently difficult to approach and very underdeveloped. Conse-
quently, there is a lack of published material on this specific topic, and this book 
directly addresses the significant challenges of developing performance indicators 
for PA organisations, and thereby contributes knowledge to the broader field of 
performance measurement and management in PA.

1.5. Our Customer Approach to Performance Indicator 
Development (PIDA)
This section provides an outline of our complete performance indicator develop-
ment approach and serves to both anchor and signpost that which is explored in 
the following chapters in this book. To that end, here, we only want to articulate 
the broader structure of our approach and highlight elements of each that have 
some alignment or synergy.

As mentioned earlier, we have taken a quality perspective in this approach 
to performance indicator development. The core and significant challenge, it 
was extrapolated, was determining an approach through which to define com-
munity needs and align those with relevant performance indicators. Therein, we 
have adapted and enhanced a standard HoQ as the decision-making framework 
to implement in developing performance indicators. By way of a brief  recap, a 
HoQ seeks to translate customer requirements (VoC) into measurable TRs and 
metrics for products (Evans & Lindsay, 2008). TRs are those attributes of a physi-
cal product or service that specifically deliver upon stated customer requirements 
as articulated in the captured VoC. Any HoQ endeavours to balance effective 
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and efficient service delivery with quality service provision (Tomaževič, Tekavčič, 
& Pelijhan, 2017) – and therein, quality service provision relates to the product 
meeting with customer requirements. The customer voices/needs and their inte-
gration with identified TRs are, thus, seminal in a HoQ framework. Moreover, 
the use of the term ‘house’ in this technique simply reflects that the framework is 
pictorially presented as a house – containing elements and matrices which consti-
tute a roof, the walls, and the foundations, which also help it serve as a powerful 
communication and learning tool wherein all the critical elements are contained 
within the one figure.

We have termed our enhanced or derived HoQ as the performance indica-
tor House of Quality (PIHoQ) framework. Some core elements concerning our 
framework in this performance indicator development context include the pro-
cesses for sourcing and prioritisation of customer voices/needs, the development 
of relationship matrices – notably between customer needs and the TRs of the 
service/product, the inclusion and analysis of satisfaction rankings concerning 
performance indicators in use, and the processes to select those performance indi-
cators to be deployed that address the customer voices. Of course, these and other 
aspects will be further examined in following chapters and be supported with 
numerous practical examples to demonstrate what the steps or elements are and 
how they are to be executed. It is also useful to mention here that any extended 
conversation about a HoQ is not feasible in our book and that there are numerous 
quality publications concerning QFD and HoQ – some of which are listed in the 
supplementary reading list at the rear of this book. In short, the PIHoQ provides 
the decision-making structure and the elements to address in determining perfor-
mance indicators that relate to customer requirements.

A framework on its own is limited in its potential to achieve greatness unless it 
is coupled to an implementation process that achieves both a set of outputs and 
supports the intentions and principles of the framework, that is, the means should 
align with the ends. For example, and it’s an extreme example, if one chose an imple-
mentation process that purposefully ignored the involvement of customers, discour-
aged debate and learning about the topic and might impose indicators from remote 
sources on the organisation, one might reasonably conclude that flies in the face of 
the underpinning principles and intentions of our quality-oriented framework in 
addressing the real dilemmas confronting practitioners grappling with performance 
indicator development. Indeed, to do so, may perpetuate more of the current prob-
lems involved in performance indicator development practices. In identifying poten-
tial processes whose principles may broadly align with our framework, we concluded 
that a Participative Action Research (PAR) process would both be synergistic with 
our framework and its principles and also facilitate critical evaluation and learning 
by all participants – a highly desirable goal in formulating and co-producing perfor-
mance indicators that desirably, are owned by those involved. In our book, this PAR 
process is represented by what we have termed, our ‘5 focus group sessions’ – which 
is explored in detail in Chapter 4. This combination constitutes our approach which 
we have termed PIDA – performance indicator development assemblage. In both 
the framework and the process, a customer focus, customer participation and learn-
ing, and continuous improvement are core foundational aspects.
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To further aid reader understanding, we offer some key points on PAR as it 
is applied in this context. First, the P represents the active participation of those 
affected by the issue in addressing or resolving the problem or issue. The A rep-
resents action – not just a talk-fest but real action leading to real change in the 
workplace or organisation. The R (research) in this context really represents the 
fact that all the participants involved in this exercise are actually undertaking 
research and mutual learning about the performance indicator development pro-
cess and therein, they are co-researchers. So, PAR leads to action (and change) 
and knowledge development within the context/organisation. The ideal outcome 
here involves the participants generating two key outcomes – a set of tangible 
performance indicators that they have deeply explored, analysed, prioritised, 
and determined to be appropriate within their context, and now own, and, they 
have critically understood, evaluated, and further enhanced the processes of the 
assemblage in its application within their context. That being, PAR facilitates 
the ‘adoption’ of the decision-making framework and subsequently, performance 
indicator development by the participants, through the augmentation (facilitat-
ing understanding, modification and enhancement) of the same (Algeo, 2014). 
It is also important to mention here that an expansive discourse on PAR is well 
beyond the intended scope and focus of our book. There are numerous and very 
good publications on PAR which we will list as supplementary readings at the 
rear of this book.

That concludes a brief  overview of PIDA and all the aspects of PIDA are 
explored in more detail in the following Chapters 2–4.

1.6. Important Background Information Concerning the 
Contents of this Book
In this chapter, we also wanted to provide some useful but brief  background infor-
mation concerning the underpinning research and its context associated with the 
contents of this book. The intention of doing so is to help the reader more read-
ily appreciate ‘the broader context or scene’ for the numerous practical examples 
provided in following chapters. In that way, a reader may be more able to draw 
comparisons with their own situations, and, at the least, better understand how 
those examples and the core outcomes exposed in this book have come about.

First, the contents of this book emanate from a significant doctoral study under-
taken by the lead author of this book and concerned the performance indicator 
development for cultural precincts operated by local government authorities. This 
study was undertaken in Australia and conducted across five participating local 
government authorities. These selected authorities were diverse in size (i.e. popu-
lations, budgets, and spatial spread) and in operations and geographical locations 
(i.e. three regional councils and two metropolitan councils), and at different stages 
of cultural precinct development (i.e. two planned and three developed), in an 
attempt to capture a diverse range of inputs that may reasonably represent many 
similar local government authorities and their respective situations. The processes 
used in capturing field information were very diverse, iterative, and undertaken 
over a long time frame (i.e. six years), and involved both qualitative and some 
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