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Summary

This is the second interim report of a long term process and impact evaluation of Local
Public Service Agreements, commissioned by the Department for Communities and
Local Government. The research involves 14 case studies, interviews in a number of
other authorities with a CPA rating of ‘weak’ or ‘poor’, interviews with authorities
involved in the early stages of LPSA2 negotiations, interviews in the main central
government departments involved, a survey of LPSA co-ordinators and target owners,
and quantitative analysis of outcome data across all authorities. The research is ongoing
and the findings and conclusions presented here are provisional, based largely on
research in authorities that were amongst the early negotiating batches and whose LPSA
finished in 2005. 

Performance against LPSA targets

Improvement and achievement of reward grant

Performance improved compared with the baseline on 62% of targets, while it was
unchanged on 6% and deteriorated on 15%; for 16% of targets (where performance was
less than 60% of the stretch target) we have no data on actual outturns.

67% of targets were eligible for some reward by achieving at least 60% of the negotiated
‘stretch’ over the estimated position without the LPSA on at least one of their sub-targets.
On average local authorities claimed 57% of their potential reward grant, an average of
£5.09 million per authority. However, the claim rate varied widely, from 17% to 92%. 

Stretch

On balance, it would seem that the level of ambition in the negotiated agreements was
reasonable – stretching, but attainable. However, performance is polarised. There is a
tendency to either overshoot the target, often by a substantial amount, or to fail to hit
even the ‘without LPSA’ predicted level. It would seem that many of the ‘without PSA’
projections were unrealistically high, while in other cases the ‘with PSA’ target was, with
hindsight, probably too easy. 

Many of the targets where even the ‘without LPSA’ level was missed fall into one of two
groups. First, national targets where there was already an aspirational (i.e. unachievable)
target imposed by government, which set a floor for the ‘without PSA’ level (notably the
educational attainment targets). Second, targets – mostly but not exclusively local ones –
where both sides admit that because of a lack of data about current and past
performance, or the vulnerability of the target to unpredictable external influences,
target setting was ‘a shot in the dark’. A lack of understanding which prevented accurate
target setting was also often associated with significant over-achievement.

Variations in success rates

The reward grant claim rate was significantly higher for local than for national targets, as
was the average level of stretch achieved. Many national targets failed even to meet the
‘without LPSA’ level, while there was frequent overachievement in local targets. There
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were also large variations in success rate across different policy areas; education
significantly underperformed almost all other service areas in terms of both stretch and
reward claim rate.

Data robustness

In a significant minority of targets there have been problems with inaccurate data. One
of the positive impacts of LPSA has been that it has highlighted weaknesses in data, and
stimulated local authorities to improve their data collection systems.

Factors influencing performance

How far is improvement attributable to the LPSA?

Our case study research found that the extent to which improvement is attributable to
LPSA varies across targets and also between local authorities, with respondents in some
places being able to articulate quite clearly the factors underlying improvement, those in
other places being very unclear. Our interviews suggest that in our case studies
improvement is largely attributable to the LPSA in about one fifth of targets, and
partially attributable to LPSA in a further third of targets; the remainder were equally
divided between targets where there was very little impact, and targets where the
respondent did not comment. However, in most cases factors other than LPSA also
contributed to improvement.

Interim results from our multivariate analysis provide some tentative evidence that LPSA
targets have been effective in driving service improvement, at least in some service
areas, although the results of the quantitative analysis must be treated with extreme
caution at this stage. 

Contribution of specific LPSA mechanisms

The pump priming grant (PPG) was most frequently cited as the most helpful aspect of
LPSA. This provided additional capacity to plan and deliver changes in services and to
experiment with new approaches which, having proved their value, have often been
subsequently mainstreamed. Of equal or greater importance in many instances was the
prominence that LPSA gave, and the added impetus that comes from publicly
committing to a target. Performance reward grant (PRG) was not a direct motivator for
most service managers because none of our case studies promised that the PRG would
be allocated to those services that won it. PRG nevertheless had a powerful indirect
effect; it was important to the corporate centre and intensified the pressure from the
corporate centre to deliver, and the feeling amongst target leads that they did not want
to let colleagues down. Freedoms and Flexibilities (‘F&Fs’, now referred to as ‘enabling
measures’) were important in only a small minority of instances.

Other factors that influenced performance

In terms of organisation and management of the LPSA, success seems to have been
associated with an active performance management role for the corporate centre,
ownership of the target by those who had to deliver it, clear accountability for each
target or sub target, and continuity of staffing. 

National Evaluation of Local Public Service Agreements
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In many instances it was clear that factors other than LPSA had contributed to
improvement. These included improvement initiatives that were already planned or
underway, organisational changes, and helpful developments in national policy and
funding. Targets were also however sometimes adversely affected by changes in central
government priorities; targets where the lead was outside the local authority seem to
have been most affected. Other targets were affected – either adversely or positively –
by external events that were outside the authority’s control.

Our research suggests that some types of target were much harder to deliver than
others. Authority-wide targets that lacked a clear and limited focus for action were in
general more difficult to deliver. Targets that were measured in terms of outputs rather
than outcomes and targets for services delivered by the local authority rather than
partners were more likely to be achieved, because the authority could take actions that
directly affected performance against the target.

Barriers to improvement in general

This analysis casts some light more generally on the factors blocking improvement in
services. Of prime importance is a lack of focus, with local authorities and individual
staff trying to pursue too many different targets, and unable to prioritise. Another
important barrier is the difficulty of finding small amounts of resource with which to
experiment and to initiate change, where funds are very tight. 

Although performance management has improved in general, in some authorities a lack
of performance culture and the corporate and departmental performance management
systems to underpin it are a crucial barrier to improvement. In relation to partnership
targets, key barriers are the difficulty of getting partners to agree priorities and work
together to achieve them, and partners being focused on silo driven priorities and
getting blown off course when these change.

There are a number of barriers to improvement relating to individual services or
outcome areas. For some outcomes, improvement is difficult because of a lack of
understanding of the issues and lack of clarity about what has to be done to improve
performance. In some service areas cultural factors are a barrier.

LPSA as a tool for improvement in poorly performing authorities

Our research in weak and poorly performing authorities suggests that the authority’s
general corporate strength is a factor affecting their ability to make the most of the
opportunities offered by the LPSA initiative. Some of the shortcomings that had
contributed to local authorities being rated as poor or weak by CPA meant that they
were not in a good position to plan or manage the LPSA. During the LPSA, there were
considerable improvements in performance management, in planning and goal setting
in these authorities. The LPSA made a contribution to this, but the CPA ratings and their
consequences – an improvement plan and increased scrutiny by central government –
were the main driver behind these changes. However, having had the experience of
LPSA1 and having made changes following CPA, these authorities are in a much stronger
position to deal with LAAs and the reward element in them.

National Evaluation of Local Public Service Agreements
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Wider and longer term outcomes

Sustainability of performance

It was a policy assumption that improvements would be sustained beyond the life of the
LPSA. It seems from our case studies that in the majority of cases improvements will be
sustained at least for the next few years, although many are not self-sustaining. Across
our case studies as a whole, targets were roughly equally divided between two groups.
In the first group are targets where changes in processes or activities were cost neutral
or self-funding because they produced offsetting savings elsewhere, or where
improvement resulted from new infrastructure, systems or processes; improvements in
these areas are likely to be sustained. In the second group, improvements will only be
sustained if there is continuing funding at a level higher than before the LPSA.

Structure, process and culture in the local authority

In all our case studies corporate performance management, resource allocation and the
use of management information has improved over the last three years. This seems
largely to have been driven by policies such as CPA, but LPSA was a contributory factor.
Within those service areas that had an LPSA target, LPSA contributed to a better
understanding of the factors underlying performance, more widespread awareness of
data and its value in planning and management, and a significant improvement in data
availability and quality. LPSA has also contributed to joint working across services
(although again other factors were more influential, such as the move to integrated
children’s services). New approaches to service delivery have been tried and in some
cases rolled out across the authority. Ingrained professional attitudes and practices have
started to shift. These changes are in addition to the many specific changes in target
areas that enabled improvement to take place.

Relationships with partners

In many of our case studies relatively few of the targets involved partnership working. In
those that did, the LPSA is generally said to have strengthened partnership working,
sometimes initiating collaboration where previously services worked in isolation but
more often building on and deepening existing relationships. Partnership working on
specific targets was however often fragile – vulnerable to key individuals moving on, and
to the impact of changes in central government priorities. One of the weaknesses in
Round One LPSAs was that the local authority had no leverage over partners, whose
active involvement could not always be relied on particularly if they had not been
involved in negotiating a target.

Negative impacts

Most local authorities invested their own resources in achieving the targets, often
matching the pump priming grant with funds from the corporate centre. However it is
not possible to assess the total level of resources spent on achieving the targets.
Generally the additional sums invested in the scheme are marginal in relation to
mainstream budgets, and considered by service managers to be justified in terms of the
benefits to service users. No adverse impacts on other services could be identified. 
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However, there were a few instances where the officers most closely involved felt that
the target was ill-conceived and received a disproportionate amount of attention,
diverting resources from other more worthwhile work. And in some localities money
spent in the final stages of their LPSA to hit targets was not necessarily well spent
(judged by setting the additional cost against the perceived value of the additional
improvement in outcomes) except in terms of getting the reward grant, although the
sums involved were generally quite small.

Many respondents commented on the demotivating effects of targets that were too
stretching, or felt to be inappropriate (not worthwhile). Few other negative effects were
reported.

Second generation LPSAs

Aims and motivation

Local authorities are by and large enthusiastic about LPSA – both as a mechanism for
improvement, and a source of additional funds. However, experience of LPSA1 has
engendered in some places a greater degree of pragmatism, and more authorities seem
to be approaching their LPSA2 with a view to maximising the financial reward.

Preparation

The longer time available for preparation than in LPSA1 has enabled a more considered
approach to the selection of priorities and development of targets. The corporate centre
of authorities has been more rigorous in the evaluation of possible targets, but more of
the detailed work of defining indicators and negotiating these with government has
been done at target owner level.

LPSA2 required the involvement of partners, and the longer timeframe allowed earlier
and much closer engagement. Lessons have been learned about the importance of
formalising agreements with partners, and making responsibilities and accountabilities
clear. 

The negotiation process

Experience of the negotiations was very mixed. Some authorities reported that the
dialogue was better than in LPSA1, and many found comments from the LGPSA team
(and, to a lesser extent, other government departments) helpful in thinking about
outcomes and shifting thinking onto a new level. About half our local respondents
found the process “painful but worth it”. Central government respondents were of the
view that LPSA 2 had made an important contribution to the way in which localities
understood how to achieve performance improvement, via its outcomes focus. 

However a sizeable minority were deeply disappointed in the process and what came
out of it. Local authorities were particularly concerned about the length of time taken to
reach agreement (a result both of delays on the government side, and local authorities’
tougher stance), which meant that for many authorities the agreement was not
concluded until well into what should have been the first year of implementation. While
generally appreciating the value of the outcomes focus, local authorities and central
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government respondents (outside ODPM) expressed concern about what was seen as
ODPM’s over-zealous insistence on outcome measures, considering that the ambition of
working with outcomes needed sometimes to be tempered by pragmatism about what
was ‘doable’. Concerns were also expressed by both local authorities and central
departments about the way in which ‘value for money’ was handled in the negotiations.

The content of the agreements

Most authorities consider their LPSA2 agreements much better than their LPSA1 as a
result of both changes in the scheme and their own learning from round 1. This is partly
because the agreements are a closer reflection of local priorities, better integrated with
other policies and plans, and this (with the longer timescale for preparation) resulted in
greater engagement of staff and partners. The targets are more sustainable, more
complex – involving joining up across silos – and more subtle, more accurately
reflecting desired outcomes. 

However, the stringent application of standard value for money criteria has made it
difficult and sometimes impossible for localities to address issues of inequality. The
insistence on outcome indicators, while it has been very valuable in encouraging local
authorities to think through their real aims and how best to achieve them, has also led
to difficulties. It was not always possible to find an outcome indicator that reflected local
priorities, and some authorities accepted ‘second best’ outcome indicators that do not
reflect their real aims simply in order to make progress. The insistence on outcome
measures made it difficult to include preventive work within the LPSA, since there is a
lack of accepted indicators and a lack of evidence linking outputs with outcomes. It also
inhibited innovation. 

More generally, the experience of LPSA1 seems in some authorities to have induced an
increased aversion to risk, a greater unwillingness to accept targets where the outcome
cannot be controlled or at least strongly influenced, and an unwillingness to innovate.
This has however often proved difficult to reconcile with the requirement for
partnership targets and outcome indicators. 

6. Provisional conclusions

Did the scheme provide value for money?

It is difficult to assess whether or not the benefits of the scheme exceeded the costs
since neither can be quantified; moreover, whether government grants constitute a cost
or a benefit depends on the perspective taken. Most target owners, whose focus is on
outcomes rather than costs (and who regard the pump priming grant and other
investment in their service as a positive thing), consider the scheme worthwhile. The
views of those in the corporate centre of local authorities are more mixed; some
considered the scheme had involved a disproportionate amount of effort, and provided
value for money only if reward grant is counted as a benefit.

From central government’s perspective reward grant is considered a cost along with
pump priming grant. This is a very stringent test of value for money since it does not
take into account the additional benefits that will come from spending the reward grant
(which far exceeds what localities spent from their own resources on achieving the
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targets). If negotiated stretch represented value for money, then it seems likely that the
benefits have exceeded the costs overall. Pump priming grant was a relatively small sum,
and there has been significant ‘free’ improvement (where improvement exceeded the
‘without LPSA’ level, but was insufficient to attract reward grant, or where the target was
exceeded). However, without a full cost-benefit analysis it is not possible to determine
whether negotiated stretch actually did represent vfm.

Have LPSAs been a good way to drive up performance?

LPSAs seem to have been a very good way of driving up performance in specific
services. The initiative has given focus, common purpose, and a structure to work. The
combination of an enabling grant, an external incentive and the pressure this creates,
and specific targets (at least some of which were local priorities) was energising. LPSAs
are more focussed than LAAs, and hence more conducive to making a step change in
performance in specific service areas.

However, this very focus is one of the limitations of the policy; in some localities it
seems that the LPSA may have led to too narrow a focus, on things that are measurable,
and are not necessarily top priorities. In the light of this the integration of LPSA2 into
LAAs as the reward element seems a very positive development.

Moreover, it is clear from the differential success in the attainment of targets between
local authorities, that LPSA mechanisms are not always sufficient to bring about
improvement. Where the barrier to improvement is a general lack of leadership and
managerial capacity reflected in weak performance management and lack of a
performance culture, a lack of understanding about what works, deep cultural barriers
to change, or weaknesses in partnership working, incentivisation will not necessarily
produce improvement.

LPSA seems to have been much more successful in some service areas than others,
although at this stage it is difficult to tell how far this is due to unrealistic targets, and
how far to a failure to improve. The same success cannot necessarily be expected with
the much harder outcome targets of LPSA2.

Has the scheme contributed to wider change?

Our research suggests that in the short term the effect on improvement is narrow – the
qualitative analysis suggests that there are no significant spin-off effects on other
indicators even within the same service area. In the longer term however there are likely
to be positive spin off effects, primarily because LPSA has contributed to significant
improvements in data quality and the use of management information to understand
performance and drive improvement. In addition to improvement in the targeted
services, LPSA contributed to improvement more widely across local authorities, in
terms of corporate performance management and the development of a ‘performance
culture’. However, LPSA has been just one amongst several drivers, with CPA and service
specific inspection regimes being seen as more important factors.

In addition, LPSA, although not specifically designed as a capacity building programme,
enabled and incentivised local authorities and their partners to take steps to build their
own capacity, ‘learning by doing’. It encouraged managers to develop an understanding
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of what is needed to bring about improvement in their service area, to improve the
quality and use of data, search for best practice, experiment and innovate.

Making the most of the scheme

Implications for preparation and negotiation include:

● Target setting is an imprecise science; choosing the right target and the right
indicators seems to be more important than the level of stretch

● Targets should be part of the local strategic direction, accurately reflect priorities 
for improvement locally and be owned by those who have to deliver them

● It is difficult to reconcile the desirability of unambiguous, tested indicators with the
policy aim of innovation. Incorporation of LPSAs into LAAs provides the opportunity
to reconsider the balance between these two considerations.

● The sort of short term incentive provided by LPSA seems less likely to be effective
where the outcome is largely outside the control of the local authority and their
partners, and for targets that are too diffuse, or too ‘large’ for the scale of resources
offered 

● Agreeing in advance the principles on which reward grant will be allocated is essential
when partners are involved, and can help to motivate staff.

Implications for managing implementation include:

● Leadership from both politicians and senior managers leading to a sustained high
profile for the initiative is a critical success factor

● Localities should, at the negotiation stage, plan carefully what can be achieved in the
3 year time frame and get underway as soon as possible

● Performance needs to be actively managed at both corporate and directorate levels.
This should focus on actions, and include risk management, clarity over resourcing
and accountabilities, and periodic review of the desirability of continued pursuit of
the target in the light of likely costs and benefits.

National Evaluation of Local Public Service Agreements
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Chapter 1. Introduction

1.1 A Local Public Service Agreement (LPSA) is an agreement between an individual
local authority and the Government. It sets out the authority’s commitment to
deliver specific improvements in performance, and the Government’s
commitment to reward these improvements. Each authority negotiates with
Government a dozen or so specific ‘stretch’ targets, to be attained over a three
year period, which represent performance over and above what the authority
would be expected to achieve without the LPSA. The targets are a mixture of
national targets and locally defined targets. Attainment of these targets is
rewarded with a performance reward grant (PRG). To facilitate improvement the
Government gives at the outset a pump priming grant (PPG) and scope for
some extra borrowing (Unsupported Credit Approvals or UCAs1), and may grant
relaxations in statutory or administrative requirements (‘freedoms and
flexibilities’ or F&Fs, now referred to as ‘enabling measures’). The scheme was
piloted with 20 authorities in 2000–2001, and negotiations have resulted in
agreements with almost all top tier authorities. Depending on the date at which
the agreement was concluded, the agreements will finish between March 2004
(the pilots) and March 2006 or 2007 (authorities in the later negotiating
batches)2. 

1.2 This is the second interim report of a long term process and impact evaluation
of Local Public Service Agreements, commissioned by the Department for
Communities and Local Government. The research started in March 2003 and
will continue until September 2007. The objectives of the research are:

● To provide a robust and representative evaluation of the impact and outcome
of LPSAs, and the extent to which they have delivered substantial
improvements in key services over and above what otherwise would have
been achieved; and,

● To evaluate the processes of negotiation and more particularly
implementation of LPSAs, to enable central government and local authorities
to better understand and, if necessary, modify their approaches to the ways
in which they negotiate and implement LPSAs.

1.3 The research involves 14 case studies, interviews in a number of other
authorities with a CPA rating of ‘weak’ or ‘poor’ where case study work was not
feasible, interviews with authorities involved in the early stages of LPSA2
negotiations, interviews in the main central government departments involved,
a survey of LPSA co-ordinators and target owners, and quantitative analysis of
outcome data across all authorities. 

1.4 Since our first interim report was published a year ago, fieldwork in the eight
case studies whose LPSA ended in 2005 has been completed, some further
interviews have been carried out in central government linked to our evaluation
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of Local Area Agreements, and statistical analysis has been undertaken of results
up to April 2005 (representing final outturns for 60 authorities including the
pilots). Over the next year further research will be carried out in the authorities
whose LPSA ended in March 2006 including six case studies and a sample of
authorities with a ‘weak’ or ‘poor’ CPA rating; there will also be further
interviews within central government, a further tranche of the survey, and the
quantitative analysis will be extended using 2005–6 data. (For further details of
the research methodology, see Appendix 1.)

1.5 In our first interim report3 we focussed on the early stages of the LPSA process
– aims, preparation and negotiation, the agreements, and management of
implementation; we also looked at early process outcomes locally and in central
government. (See Appendix 3 for a list of outputs from the research so far.) In
this report we focus on the outcomes and impact of LPSA in the authorities
whose LPSA ended in spring 2005. We have also looked at the early stages of the
LPSA2 in authorities that negotiated this with government, before negotiations
were subsumed within Local Area Agreements.

1.6 This report is therefore based on partial data, and any conclusions must be
tentative. In particular the sample of case study authorities finishing in 2005 is
not balanced, and cannot be assumed to be representative of all the early
negotiating authorities. Neither was there sufficient comparative data for our
quantitative analysis to provide a robust measure of the impact of LPSA. We also
suspect that there may be systematic differences between the agreements
negotiated in the early phases of the process and those negotiated later (either
because of a learning process particularly on the government side, or because
the characteristics of ‘early’ and ‘late’ negotiating authorities are different).
Hence final conclusions must await the completion of the research.

National Evaluation of Local Public Service Agreements
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Chapter 2. Performance against LPSA targets 

2.1 This chapter is based on both our qualitative case study research, and basic
quantitative analysis of outturn data derived from reward grant claims made to
DCLG for the 60 authorities that had submitted claims by May 2006. We focus
on outcomes; the impact of LPSA (that is, whether the observed improvement
is attributable to LPSA) and the factors affecting performance are covered in the
next chapter.

Achievement of reward grant

2.2 Each local agreement sets out 12 or 13 targets (which may comprise several
related sub-targets). For each indicator, three levels are specified – the baseline,
the predicted performance without the LPSA, and the ‘stretch’ target with the
LPSA. Reward grant is payable on any target or sub-target where performance
exceeds 60% of the difference between the ‘with’ and ‘without’ LPSA levels.

2.3 Overall, 67% of targets were eligible for some reward by achieving at least 60%
of the negotiated ‘stretch’ over the estimated position without the LPSA on at
least one of their sub-targets. This is the way in which local authorities seem to
express their achievement. However, if we look at performance on individual
sub targets, weighted by their potential reward grant – a more specific method
– then 58% of targets triggered a reward grant claim. All the tables that follow
have been calculated on this latter basis. 

2.4 On average local authorities claimed 57% of their potential reward grant, an
average of £5.09 million per authority4. However, the claim rate varied widely,
from 17% to 92% (Table 1 and Figure 1).

Distribution of reward grant claim rates
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Table 1 Figure 1

% of potential reward grant Number of 
claimed authorities
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2.5 Performance improved (compared with the baseline) on 62% of targets, while it
was unchanged on 6% and deteriorated on 15%; for 16% of targets we have no
data on actual outturns where performance was less than 60% of the stretch
target5 and hence this partial data overstates the average level of improvement
(Table 2).

Stretch

2.6 A key question for the evaluation is ‘How ambitious were the targets?’- was the
level of negotiated stretch about right, too hard or too easy? This is hard to
answer, since it relies on being able to assess accurately what would have
happened in the absence of the LPSA as well as how much more was attainable. 

2.7 Most of the target owners interviewed reported that their targets had been
‘about right’ or ‘very stretching’, although in a few authorities respondents
hinted that some colleagues had set themselves easy targets. Views about
stretch varied over the course of the LPSA – some targets which were felt
initially to be too stretching were unexpectedly achieved, and vice versa,
suggesting that target leads are frequently not able accurately to assess or
predict what level of improvement is achievable. Central government
respondents concurred with these views but argued that over time they had
become much more adept at identifying and negotiating more appropriate
levels of stretch. Across departments central government respondents shared
the view that getting stretch ‘right’ was largely a matter of judgement and that
an improved capacity to exercise judgement emerged with greater experience
in negotiating LPSA targets. (Whether this is reflected in the data will be tested
in our analysis for the final report.)

2.8 Since targets were expected to be stretching, if the overwhelming majority of
targets had been hit, this might have indicated that the targets were, on
average, too easy. Conversely, if most had been missed this might have indicated
that they were set too high. On average it would seem that a reasonable balance
has been struck – most local authorities achieved many but not all of their
targets. A few authorities did better than they expected, and some were
disappointed. 

2.9 However, as Table 2 shows, performance is polarised. There is a tendency to
either overshoot the target, often by a substantial amount, or to fail to hit even
the ‘without LPSA’ predicted level. Relatively few targets fall into the 60%-100%
or 100%-150% of stretch target bands where one would have expected them to
be clustered, if target setting had been accurate. It would seem that many of the
‘no PSA’ projections were unrealistically high, while in other cases the ‘with PSA’
target was, with hindsight, probably too easy. 
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Table 2 Achievement of stretch

Table 2 Notes: 
1. X is the actual outturn
2. Stretch is defined as (Outturn – Target without LPSA / (Target with LPSA – Target without LPSA)
3. The missing values relate to targets that achieved less than 60% of stretch.

2.10 Many of the targets where even the ‘without LPSA’ level was missed fall into one
of two groups: 

● National targets where there was already an aspirational (i.e. unachievable)
target imposed by government, which set a floor for the ‘without PSA’ level
(notably the educational attainment targets)

● Targets – mostly but not exclusively local ones – where both sides admit that
because of a lack of data about current and past performance, or the
vulnerability of the target to unpredictable external influences, target setting
was a ‘shot in the dark’. 

2.11 In the former group, frequently authorities had identified these targets from the
start as ones that they had little or no chance of hitting. Where managers
thought the target worthwhile, they still tried to improve. Although the reward
grant did not provide a significant incentive in these cases, it is possible that the
availability of pump priming grant and the additional focus provided by LPSA
may still have resulted in some improvement over and above what would have
occurred anyway (particularly in those cases where managers were in any case
committed to the target), although the evidence provided by the quantitative
analysis is equivocal. 

2.12 A lack of understanding which prevented accurate target setting, as well as
being associated in some cases with a failure to hit even the ‘without PSA’ level,
was also often associated with significant over-achievement. In these instances,
the degree of stretch could not have been known at the time by either side to
be insufficiently challenging. There were however a few exceptions, where
localities knew from the start that a particular target would be easy, and in their
minds set these against other targets they knew to be much harder if not
unattainable so that the agreement as a whole felt balanced and ‘fair’.

2.13 Three points have wider implications for target setting. First, even where the
target was missed, in many cases localities made significant improvement over
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Amount of stretch % of targets

X < baseline 15.28

baseline < X =< without PSA 6.08

without PSA < X =< 60% PSA target 4.35

60% PSA target < X =<100% PSA target 9.13

100% PSA Target < X =< 150% 14.16

150% PSA Target < X =< 200% 8.00

200% PSA Target < X 26.83

missing data 16.34



the LPSA period. Some expect to hit the target in the next year or two. So from
the point of view of government, in these targets the LPSA has stimulated
improvement at very low financial cost (the pump priming grant). 

2.14 Second, ‘overshooting’ also represents good value for money from
government’s point of view – assuming that the original target represented
value for money. It is doubtful whether setting a more challenging target in
these cases would necessarily have increased performance (although the
quantitative analysis suggest there may be a positive relationship between
stretch and improvement for some (national) targets, this does not necessarily
apply to all targets). Few target leads, in those instances where a target had
been achieved or overachieved, could suggest anything else they could have
done (with available resources) to further improve performance. When target
leads know that a target is likely to be hit, they typically do not slack off their
efforts; this reflects both the fact that local managers find it very difficult to fine-
tune performance, so any slackening of effort might have resulted in a missed
target, and the fact that service managers generally want to improve
performance and are encouraged by success (in the words of one target lead,
“hitting the target in year two simply kick-started us into wanting to do even
better”).

2.15 Third, where targets were felt from the start to be unrealistic it was difficult to
motivate staff, and the failure to hit the target has overshadowed the often
considerable progress made. Nevertheless, very few targets were abandoned.
(Abandonment of targets was generally because either the target was both
unrealistic and felt to be not worthwhile, or, in a few instances, where it had
proved impossible to agree a way of measuring the desired outcome.)

Variations in success rates

2.16 These average figures conceal substantial variations in success rates between
different types of target. The reward grant claim rate was significantly higher for
local than for national targets, as was the average level of stretch achieved (table
3). The difference between national and local targets is greater when measured
in terms of average stretch than when measured by grant claim rate, because
the former measure reflects the many national targets that failed even to meet
the ‘without LPSA’ level, and in contrast the frequent overachievement in local
targets. 

2.17 This is partly a reflection of inaccurate target setting – the unrealistically high
level set for some national targets, and in the case of some local targets
asymmetry in information (localities were better able to predict their
performance than were government Departments, and so set themselves ‘easy’
targets). It also supports the findings from our case studies that the
characteristics of many local targets made them inherently easier to achieve –
because they were output or throughput targets rather than outcome targets, or
because they were tightly focussed on a particular client group or part of the
locality, and so more easily managed. 
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Table 3 Success by national or local target

2.18 Table 4 shows that there were also large variations in success rate across
different policy areas. It is clear that education significantly underperformed
almost all other service areas in terms of both stretch and reward claim rate.
Most other differences, although large, are not statistically significant because
either the number of authorities with a target in that service area is small or the
degree of variation within a service area is large.

Table 4 Success by policy area

Note (1) A negative figure in the stretch column in this and the following table indicates that performance was less than the
predicted level without the LPSA. 

2.19 There are some indications that authorities in later negotiating batches were
less successful in achieving their targets than those in earlier batches, perhaps
because government became tougher in their negotiations as they gained
experience; the claim rate for batches 4 and 5 is much lower than that for the
pilots (table 5). However, there is no clear trend (the average stretch achieved
was highest for batches 2 and 3) and it may be that there are differences
between the capacity of authorities in different batches; this is something we
will be examining further when data for the batches completing their LPSA in
2006 becomes available. 
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Type of target Number of targets Average stretch Reward claim rate
achieved

Local 271 89.48% 68.09%

National 463 47.65% 50.39%

Policy Area Total number of Average stretch Reward claim rate
authorities achieved (1)

Fire 10 145.05% 85.09%

Elections 5 143.62% 84.64%

Planning 10 136.36% 81.06%

Drugs 14 135.54% 82.73%

Leisure 11 131.82% 87.56%

Libraries 8 112.17% 85.54%

Housing 24 111.85% 81.18%

Waste 66 106.04% 76.94%

Cost Effectiveness 58 101.34% 61.32%

Transport 77 85.91% 62.64%

Electronic service delivery 30 85.75% 68.61%

Employment 32 84.84% 60.38%

Crime Reduction 67 60.53% 56.81%

Benefits 12 49.96% 64.73%

Social Services 144 49.90% 49.86%

Education 163 –8.10% 31.98%



Table 5 Success by negotiating batch

(NB: Many Batch 5 authorities are still submitting claims in 2006/07 so the figures for this batch are incomplete.) 

The trajectory of improvement

2.20 Performance improved at different speeds in different targets, not necessarily
following a linear route, with many targets experiencing peaks and troughs in
performance dependent on both LPSA activities and external influences. Targets
based on small numbers were particularly volatile, but even targets based on
large numbers (such as Key Stage 4 results across a whole LEA, or public
transport usage) did not necessarily show steady cumulative change but were
vulnerable to chance events such as the loss of a head teacher in a key school,
or a bus drivers’ strike, or to changes in government policy which affected the
effort put into the target by key partners (crime targets and health targets were
particularly vulnerable to this). This uncertainty made it difficult for authorities
to manage and predict performance.

2.21 It was common for improvement to start slowly, often with little improvement
in the first year, as the early part of the LPSA either suffered from drift or was
spent in planning and recruiting staff. A few targets plateau-ed when they hit a
constraint (for instance a target for providing care to the elderly in their own
homes was constrained by the local supply of care services), but this was very
rare. It was more usual, even when the target had been hit before the end of
the LPSA period, for performance to continue to improve.

2.22 In a number of instances, even where a target was missed, trend data suggests
that it might be reached in the near future. This might suggest that the activities
put into place are having an effect but take longer than three years to have the
required impact (or that because the authority got off to a slow start there was
in practice far less than three years for actions to take effect before the end of
the LPSA).

Data robustness

2.23 All our case studies had their LPSA targets audited by their internal auditors.
Our research suggests that data for the majority of targets in our case studies
are robust. 
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Batch Number of targets Average stretch Reward claim rate
achieved

Pilot 234 64.89% 62.19%

1 37 32.08% 56.01%

2 125 70.47% 54.71%

3 149 88.05% 62.10%

4 123 43.25% 48.44%

5 60 25.16% 41.68%



2.24 In a significant minority of targets however there have been problems with
inaccurate data. This was often picked up and addressed during the course of
the LPSA, but was occasionally not spotted until the final claim was examined by
the authority’s internal auditors. In some cases it has not been possible to
improve the accuracy of data, and there are consequently some doubts over the
figures included in the final grant claim. Particular problems with data accuracy
have been experienced with data from external partners (notably the NHS, Job
Centre Plus, and bus companies), but a number of our case studies also
experienced problems with their own internal data. Local targets have been
particularly affected by measurement problems and in general the data for these
are less robust. A number of our case studies also found, when it came to
making their final claim for reward grant, that they were unclear about indicator
definitions or the period over which the target would be measured. In a few
instances there is evidence that local indicators were ‘massaged’ to produce a
favourable result.

2.25 One of the positive impacts of LPSA has been that it has highlighted weaknesses
in data, and stimulated local authorities to improve their data collection
systems. Greater confidence in the baseline has, in some instances, encouraged
them to be more ambitious in setting their targets for LPSA2. Authorities have
also been much more careful in their LPSA2 negotiations to ensure that
definitions are watertight (with DCLG also exerting pressure for tighter
definitions) and the details of negotiations with government documented. 
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Chapter 3. Factors influencing performance

3.1 This chapter is based on both our qualitative research and our multivariate
analysis of the 23 national targets where there is sufficient data to allow a
comparison of changes in performance in authorities with and without a
particular target. The results of the multivariate analysis in particular must be
treated with extreme caution at this stage, as the dataset is only partial.

How far is improvement attributable to LPSA?

Results from the qualitative research

3.2 The extent to which improvement is attributable to LPSA varies across targets
and also between local authorities, with respondents in some places being able
to articulate quite clearly the factors underlying improvement, those in other
places being very unclear.

3.3 Overall, our interviews suggest that in our case studies improvement is largely
attributable to the LPSA in about one fifth of targets, and partially attributable to
LPSA in a further third of targets; the remainder were equally divided between
targets where there was very little impact, and targets where the respondent did
not comment. However, in most cases factors other than LPSA also contributed
to improvement – in particular the local authority’s existing plans, and national
policies. The extent of attribution varies from slight (LPSA was one helping
factor amongst many, and not necessarily the most important), to targets where
the improvement seems to have been largely or entirely due to LPSA. In the
latter instances target leads were able to make an explicit link between activities
initiated as a result of the LPSA and changes in the target indicator, and were
often able to point to a step change in performance over the LPSA period. 

3.4 These views were supported by central government respondents although they
were more likely to identify LPSA as contributing to change in those areas
where they had few other policy levers with which to encourage change, e.g.
DEFRA. Central government respondents were much less likely to identify LPSA
as key to change programmes where they had a large arsenal of policy levers
upon which to draw, e.g. DfES. At no point did central government respondents
identify LPSAs as hindering the achievement of key departmental priorities.

3.5 It is easiest to attribute improvement to the LPSA in targets that measure
outputs rather than outcomes; that are in policy or service areas where there is
a well understood link between activities and outcomes; and that are delivered
by the local authority rather than by partners; in all these instances target leads
were frequently able to articulate a direct link between the activities undertaken
as part of the LPSA, and changes in performance against the target indicator. It
was also relatively easy to identify impact in targets that are narrowly defined in
terms of their target population or geographical area (where again the LPSA was
associated with specific activities, which could be linked to changes in
performance), and in small low profile services that had previously not been the
focus of much activity, where the LPSA often brought about a step change in
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both funding and performance. It was hardest to demonstrate a link in large
mainstream services (such as authority-wide educational attainment or
attendance, or services for older people), where the additional activities
undertaken under the LPSA (if any) were generally a very small part of overall
efforts directed towards the same end.

3.6 In only one of our case studies was performance against the cost-effectiveness
index linked to LPSA activity, since in general this target was monitored but not
actively managed. (See our first interim report, section 6.2, for a fuller
discussion of the way local authorities have approached this target.)

3.7 The survey results, which will become available in the autumn, will provide
further evidence of stakeholders’ views on the extent to which change is
attributable to the LPSA.

Results from the quantitative research

3.8 The multivariate analysis casts further light on the question of the impact of
LPSA, and is set out in full in Appendix 4. We address three questions:

● Do authorities that set a LPSA target on a specific indicator perform better
than those without a target?

● Does the level of ‘stretch’ associated with an LPSA target influence the extent
of service improvement?

● Does the number of LPSA targets that are set in the same service area
influence the extent of service improvement?

3.9 Our analysis is provisional in three ways. Firstly, only a minority of the first
generation of LPSAs have been completed. In order to obtain a sufficient
number of cases for multivariate analysis it has been necessary to pool data on
authorities that commenced their LPSAs in 2001, 2002, and 2003. Thus some of
the authorities in our analysis have completed only the second year of their
LPSA. The impact of targets may be stronger (or, less likely, weaker) when data
on performance across three years are available for all authorities. Secondly,
because our aim is to estimate the impact of targets, we need to run the
analysis on ‘nationally comparable’ indicators that apply to all authorities.
However, the sample size for many of these indicators is currently too small for
meaningful statistical analysis, even in our pooled data set. We will be able to
undertake the analysis on a wider set of indicators when performance data for
2005/6 become available. Thirdly, we do not yet have a sufficiently large sample
of completed LPSAs to match the performance data with survey data on LPSA
formulation and implementation processes, and this data on implementation is
itself incomplete as the second stage of the survey has not yet fully been
undertaken.

3.10 We have analysed performance on 23 nationally comparable performance
indicators (8 for education, 8 for social services, 2 each for crime reduction and
transport, and 1 each for waste, planning and electronic service delivery). We
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found that LPSA had a statistically significant6 positive impact on 8 out of the 23
targets (that is, performance improved faster in authorities that had set an LPSA
target on these specific indicators than in those without a target). Statistical
tests on 8 of the 23 targets also show that performance was more likely to
improve if the target had been ambitious. The balance of evidence suggests that
the number of LPSA targets in the same service area makes little difference to
performance (that is, we found no evidence of either a ‘dilution of effort’ effect
or synergy). 

3.11 These interim results provide some tentative evidence that LPSA targets have
been effective in driving service improvement, at least in some service areas,
although overall the results of the quantitative analysis must be treated with
extreme caution at this stage. This picture should become clearer as more
performance data become available, and as we integrate this data with
information from the surveys on LPSA formation and implementation.

Contribution of specific LPSA mechanisms

3.12 As we reported in our first interim report based on interviews early in the LPSA
period, the pump priming grant (PPG) was most frequently cited as the most
helpful aspect of LPSA. This provided additional capacity to plan and deliver
changes in services and to experiment with new approaches which, having
proved their value, have often been subsequently mainstreamed. PPG was
particularly important in services outside the big spending areas like education
(where it was often spread too thinly to have much impact), and in services that
are capital rich but revenue poor like road safety. However, even in education
the ppg was a helpful ‘sweetener’ in winning schools over. There is one
interesting exception to this amongst our case studies, an authority where the
majority of the ppg was focused on one target7; this authority was as successful
as others in attaining its targets, suggesting that increased resources from
outside the authority are not a necessary condition for improvement in all cases. 

3.13 Of equal or greater importance in many instances was the prominence that
LPSA gave, and the added impetus that comes from publicly committing to a
target. This was particularly beneficial in smaller services that were not already
driven by central government targets, and that had not previously been high on
the corporate agenda8. Sometimes the LPSA helped these services to attract
additional resources from the council or other sources. Many respondents also
mentioned the value of the focus and clarity associated with a limited number
of very specific targets. LPSA often helped to galvanise partnership working
through focus on a common goal. However, respondents were clear that this
added focus would in most cases not have been enough on its own. For some
central government respondents the high profile of the LPSA within local
authorities could be of benefit if the LPSA included policy issues that were
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8 Best value reviews had a similar effect in small services.



otherwise at the margins of local authority priorities, e.g. domestic violence. In
some cases the LPSA offered an opportunity to address an emerging policy
priority of central government, e.g. childhood obesity (which was the subject of
LPSA 2 negotiations in some of our case studies).

3.14 Performance reward grant (PRG) was not a direct motivator for most service
managers because none of our case studies promised that the PRG would be
allocated to those services that won it. However in several instances service
managers mistakenly believed that PRG would be reinvested in their service,
and in these instances it was a powerful motivator.

3.15 PRG nevertheless had a powerful indirect effect. It was important to the
corporate centre and intensified the pressure from the corporate centre to
deliver, and the feeling amongst target leads that they did not want to let
colleagues down. This was often of particular importance in the final year of the
LPSA, where the prospect of PRG stimulated a final push to hit the target
(sometimes with the help of additional investment). This indirect effect was
most powerful where the corporate centre of the authority was strong. It was
also important in all our case study authorities in giving an added impetus to
the development of corporate performance management.

3.16 Freedoms and Flexibilities (‘F&Fs’, now referred to as ‘enabling measures’)
were important in only a small minority of instances. Even where they had been
successfully negotiated, they rarely seem to have had a significant impact on
performance – either they proved of little value, or came too late to enable the
target to be hit. This confirms the findings from other research, about the
difficulties of identifying freedoms that will help local partners, that can actually
be granted by central government9. While most respondents were resigned
about this, in some authorities there was a strong sense of disappointment
about their failure to win significant concessions from government.

Other factors that influenced performance

Organisation and management of the LPSA

3.17 There is a marked variation across our case studies in the way in which the LPSA
was managed, and the extent to which organisational factors appear to have
impacted either negatively or positively on achievement.

3.18 The role of the corporate centre was vital. In most of our case study authorities
the role of the corporate centre, after the completion of negotiations, was one
of monitoring rather than active performance management. Several authorities
regard this, with hindsight, to have been a mistake and plan a more active role
for the corporate centre in LPSA2. In these circumstances success or failure was
largely dependent on the approach taken within individual service directorates
or departments. Lack of engagement from the centre allowed drift in some
targets where the directorate management did not get to grips with their
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targets, and limited the scope for learning across target areas and for removing
blockages to improvement that required action across directorates. Lack of
central engagement was sometimes associated with lack of leadership of the
LPSA from the chief executive and politicians, but was also often associated with
weak corporate performance management more generally and a culture in
which it was not usual for the performance of directorates to be scrutinised and
challenged. 

3.19 In a minority of case studies however the corporate centre played a much more
active role, and this seems to have been associated with an above average
success rate. In these instances the LPSA had clear leadership from the chief
executive and senior politicians, and the council’s determination to promote
the LPSA at every level helped maintain its high profile over time; for example
in one authority there were regular LPSA poster campaigns visible in all
departments. There was active performance management of LPSA targets by the
senior management board, with target holders being held to account by a
senior elected member. Resourcing was periodically reviewed, and additional
resources allocated where necessary to boost performance. 

3.20 Ownership of the target by those who had to deliver it was vital. Lack of
ownership was a common problem with partnership targets in particular – for
instance the education targets were often not owned by schools, and in a
number of our case studies the police were not fully committed to the crime
reduction targets. Failure to involve partners and operational staff adequately at
the negotiation stage (which for some of the early negotiating batches was not
possible because of the timing of the negotiations) was a major factor in this
problem. Unrealistic targets (sometimes reflecting the lack of engagement in
negotiations) and changes in personnel in partner agencies (a common
problem with targets involving the police) also contributed to lack of ownership.

3.21 Clear accountability for each target or sub target was also important; where this
was unclear the result was often inaction. It was also important that
accountability was at the right level. Senior backing was vital – senior managers
held a vital role in managing performance and removing blockages, and it was
important that risk was held at senior level since achievement of the target was
in many cases outside the control of operational managers. However, unless day
to day responsibility was devolved to someone for whom activity to achieve the
target formed a significant part of their job then the target would be unlikely to
receive sufficient practical action. 

3.22 Continuity of staffing also seems to have contributed to success, particularly
where the person who negotiated the target was then responsible for delivering
it. In some cases a change in lead led to a loss of momentum, particularly where
communication from the corporate centre about the scheme was weak and
where the handover took place at an early stage before improvement activities
had been started. A change of lead often led to a lack of ownership of both the
target and the activities associated with it by the incoming lead. Since high staff
turnover seems, in our case studies, to have been associated with a weaker
authority this factor was often compounded by other aspects of lack of
corporate strength. This problem also seems to have been particularly acute
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with targets led by a partner (crime targets in particular suffered from this),
compounding the other difficulties of partnership targets. However, where
there was strong ownership of a target at directorate level, adequate handover
procedures and a can-do attitude by the new target lead, staffing changes did
not necessarily impact adversely on delivery of a target. Where departments
believed the target to be important, they would ensure that staff changes did
not affect it, but where there was no senior level ownership then impetus was
difficult to sustain in the face of a change in target lead. Difficulties in filling
posts, particularly where the target lead role had to be recruited especially and
recruitment could not start until pump priming grant was available, also
contributed to a slow start in many instances.

External factors influencing performance

3.23 In many instances it was clear from our case studies that factors other than LPSA
had contributed to improvement, and in some instances were more important.
These included improvement initiatives that were already planned or underway
(and had been known about at the time of negotiation), organisational changes,
and helpful developments in national policy and funding. For instance, in the
case of targets for promoting the independence of older people, activity and
funding associated directly with the LPSA was insignificant compared with
national funding and policy imperatives pushing in the same direction.

3.24 More frequently we learned of targets that had been adversely affected by
changes in central government priorities, particularly targets where the lead was
outside the local authority. For instance, the street crime initiative prejudiced
achievement of the burglary target in a number of places because it diverted
police attention, and the emergency admissions target for older people became
more difficult to achieve when this was dropped as an NHS priority. Local
authorities feel bitter that they were locked in to a three year ‘deal’, with no
scope for renegotiation when a change in central government policy made
attainment of the target more difficult. (Some changes however worked in local
authorities favour.) In a few instances, a freedom that had been promised but
did not materialise, or came very late, was the main factor behind the failure to
hit the target. While some central government respondents acknowledged that
changing policy priorities could interfere with the momentum of LPSAs, they
were keen to stress that the nature of the policy process meant that such
scenarios would be very likely to be repeated in the future. 

3.25 Other targets were affected – either adversely or positively – by external events
that were outside the authority’s control. Some targets are by their nature
volatile – particularly targets dealing with small numbers (for instance road
accidents, and the number of Looked After Children). 

The type of target

3.26 In the previous chapter the variation in success rates between local and national
targets, policy areas and individual indicators was described. Our qualitative
research suggests that some types of target were much harder to deliver than
others. 
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3.27 Authority-wide targets that lacked a clear and limited focus for action were in
general more difficult to deliver. The main example of this is educational
attainment targets requiring improvement across a whole local educational
system. In such instances efforts were spread too thinly to make a real
difference in the very limited time available (“a drop in the ocean” in the words
of one target lead), and often the LPSA had a very low profile, being
unimportant in the broader context of the educational service and its targets; to
make significant change in a huge service needs longer term attention and
more resources. In contrast, targets focussed on a particular client group or
geographical area tended to be easier to deliver. 

3.28 Our case studies suggest that targets that were measured in terms of outputs
rather than outcomes and targets for services delivered by the local authority
rather than partners were more likely to be achieved because the authority
could take actions that directly affected performance against the target.

Inaccurate target setting

3.29 Some targets were considered from the start by local managers to be
unattainable; localities signed up to these because they felt they had no choice.
The majority of these were based on an aspirational national target that was
considered to be unattainable locally (i.e. local managers could not see what
they could do in order to achieve the target – they were not able to create a
realistic strategy that would work in the time available). Unrealistically high
targets were sometimes compounded by the fact that they were felt to be
imposed (this could have been partly because Round One LPSAs had to include
targets on crime, health, education, transport and cost effectiveness), and not
in line with local strategic priorities or plans, so not owned by those who had
to deliver them. Where a service was already a top performer, additional
improvement seems to have been particularly hard to achieve (this is
confirmed by our statistical modelling, which shows that the highest
performers had the lowest rate of subsequent improvement, other things being
equal.) Where imposed national targets were felt from the start to be
unattainable, this was demotivating both for those involved in this target and,
in some authorities, more widely. However, some local authorities simply
ignored an imposed target that was felt to be unhelpful or unattainable, and
went ahead with the related, but generally more focused, work they had
originally wanted to pursue.

3.30 Other targets proved to be unattainable because the target was set on the basis
of inadequate information and planning; these were more often local targets. In
some instances the baseline proved to be quite wrong so the degree of stretch
was much greater than had been anticipated (although sometimes an inaccurate
baseline worked in the authority’s favour). Some targets proved to be flawed –
based on indicators that were a poor reflection of intended outcomes or actual
needs. Attainment of some targets was made difficult because of a lack of
understanding of the factors contributing to changes in performance,
particularly when targets relate to public attitudes or are the outcome of a
number of poorly understood factors. 
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Barriers to improvement in general

3.31 Looking both at the ways in which LPSA helped to bring about improvement,
and the other factors contributing to success or failure, casts some light more
generally on the factors blocking improvement in services.

3.32 Of prime importance is a lack of focus, with local authorities and individual staff
trying to pursue too many different targets, and unable to prioritise. The 12–13
targets offered by LPSA was a manageable number for people to focus on. In
this context, it will be interesting to assess the impact of LAAs, which typically
have a much larger number of targets. However, LPSA does have the potential
to distort corporate priorities by encouraging a focus on the wrong things, and
it is noteworthy (see our first report) that targets often did not represent the
highest corporate priorities.

3.33 Another important barrier is the difficulty of finding small amounts of resource
with which to experiment and to initiate change, where funds are very tight.
This factor is at the forefront of many target holders’ minds, and seems to be a
particular constraint in smaller services. However, the availability of PPG seems
to have led many authorities towards solutions involving increased expenditure
on an ongoing basis, which may then be unsustainable.

3.34 There are a number of barriers to improvement relating to individual services or
outcome areas. For some outcomes, improvement is difficult because of a lack
of understanding of the issues and lack of clarity about what has to be done to
improve performance, based on lack of rigorous analysis of data and failure to
research and apply best practice, or simply a lack of knowledge nationally about
how to influence outcomes. Reducing hospital admissions amongst older
people is one example. Lack of understanding sometimes reflects data
inadequacies, often compounded by the difficulties of sharing data across
partners; the lack of timely and accurate data makes it impossible to assess the
impact of changes in practice and hence to actively manage performance. In
some service areas cultural factors are a barrier, for instance a lack of customer
orientation or ingrained professional practices which it takes a huge amount of
effort to change.

3.35 There are also some more general factors. Both our case studies and our
interviews with weak and poorly performing authorities (see next section)
suggest that the lack of a performance culture and the corporate and
departmental performance management systems to underpin this are a crucial
barrier to improvement. In relation to partnership targets, key barriers are the
difficulty of getting partners to agree priorities and work together to achieve
them, and partners being focused on silo driven priorities and getting blown off
course when these change.

3.36 The opportunity to negotiate ‘freedoms and flexibilities’ / enabling measures
was a response to the assertion by local government that there are regulatory
impediments to improvement. However, most of our case study authorities
found it hard to identify impediments that did not require primary legislation,
an experience that has been repeated with LAAs. 
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LPSA as a tool for improvement in poorly performing authorities

3.37 Our case studies tend to lie towards the upper end of the performance
spectrum in CPA terms, and accordingly we undertook supplementary
interviews in poorly performing or weak authorities. These authorities are all
due to complete their LPSA in 2006, so our interviews so far have focussed on
the early stages of the LPSA process. 

3.38 This research suggests that the authority’s general corporate strength is a factor
affecting their ability to make the most of the opportunities offered by the LPSA
initiative. Some of the shortcomings that had contributed to local authorities
being rated as poor or weak by CPA meant that they were not in a good
position to plan or manage the LPSA. 

3.39 A lack of clear corporate goals and strategies and of joined up working made it
more difficult for them than for other authorities to select appropriate targets,
especially in the time available to prepare for the negotiation. This was made
more difficult by the standard of performance management; authorities did not
always have accurate information about current performance or an
understanding of factors that contributed to it. These authorities experienced
the negotiation process as particularly one-sided, with central government
having the upper hand. This was partly because of their status; having been
categorised as poor or weak, they did not feel able to meet central government
as equal partners in the negotiation. Another factor was that that they were not
always able to make a strong case for choosing particular targets or proposing a
particular level of stretch. 

3.40 The selection process for targets and organisational weaknesses both
contributed to authorities not giving targets the attention they needed from the
beginning of the LPSA period. Senior management often paid little attention to
the LPSA until well into the three years. Commitment and ownership by
colleagues was often hard won or absent; selected targets did not fit with
existing or subsequent priorities, officers did not necessarily see the work for
the LPSA target as central to their work and it did not receive the necessary
attention. Improvements may not be sustained where target areas are not
considered to be continuing priorities.

3.41 During the LPSA, there were considerable improvements in performance
management, in planning and goal setting in these authorities. The LPSA made
a contribution to this, but the CPA ratings and their consequences – an
improvement plan and increased scrutiny by central government – were the
main driver behind these changes. However, having had the experience of
LPSA1 and having made changes following CPA, these authorities are in a much
stronger position to deal with LAAs and the reward element in them.
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Chapter 4. Wider and longer term outcomes

4.1 In this chapter we examine the wider impacts of LPSAs, drawing on our case
study research. We focus mainly on local impacts rather than changes in
central–local relations, which were covered in some depth in our first interim
report and will be re-examined in our final report. These wider impacts, over
and above short term improvements in performance against targets, are
crucially important in considering the extent to which LPSAs have achieved the
wider aims set out for them by stakeholders as outlined in the ‘maximum’
model in our Theory of Change for LPSAs (see Appendix 2).

Sustainability of performance against the target indicators

4.2 It was a policy assumption that improvements would be sustained beyond the
life of the LPSA. It seems from our case studies that in the majority of cases
improvements will be sustained at least for the next few years, although many
are not self-sustaining. (The survey will cast further light on sustainability.)
Across our case studies as a whole, targets were roughly equally divided
between two groups.

4.3 In the first group are targets where changes in processes or activities were cost
neutral or self-funding because they produced offsetting savings elsewhere, or
where improvement resulted from new infrastructure, systems or processes;
improvements in these areas are likely to be sustained.

4.4 In the second group, improvements will only be sustained if there is continuing
funding at a level higher than before the LPSA. Generally these were targets
where pump priming grant had been used to fund new posts or additional
services. In some cases these have absorbed into mainstream budgets, having
proved their worth. In other instances the target areas are likely to receive
continued funding for a further three years because they are included in LPSA2,
or an LPSA2 target is dependent on continued good performance on the LPSA1
indicator (for instance, an LPSA2 target for the educational attainment of
Looked After Children (LAC) being dependent on continued good performance
in reducing the number of LAC). 

4.5 In a minority of instances the funding ceased at the end of the LPSA period –
either because the target was no longer a priority, or because in a period of
budgetary constraints the activity was not affordable, and it seems likely that in
these cases the improvement in performance will not be sustained.
Sustainability in some target areas is dependent on other factors such as
continued partner commitment, or continuity in government policy.

4.6 While financial incentives may bring about a short term improvement in
performance, sustained change will in many cases only be achieved with
sustained effort; LPSA would not seem therefore to be a sufficient mechanism
for securing long term improvement in priorities that are important to
government but not owned locally, at both corporate and service levels.
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Structure, process and culture in the local authority

4.7 In all of our case studies corporate performance management, resource
allocation and the use of management information has improved over the last
three years. This seems largely to have been driven by policies such as CPA, but
LPSA was a contributory factor, apparently more important in some localities
than in others. LPSA is said to have contributed to the more frequent corporate
review of performance information, a transition from performance monitoring
to more active performance management, a much clearer and tighter definition
of priorities and a more evidence-based approach to resource allocation. Where
there was a strong existing performance culture, this was reinforced, where this
did not exist then LPSA contributed to a growing awareness of the need to
improve.

4.8 Within those service areas that had an LPSA target, LPSA contributed to a better
understanding of the factors underlying performance, more widespread
awareness of data and its value in planning and management, and a significant
improvement in data availability and quality. LPSA helped to instil a more
evidence-based and data-led approach, encouraging managers to explore and
better understand the nature or problems and the link between activities and
outcomes, and to monitor and manage performance in a much more detailed
way than before. The monitoring arrangements put in place for LPSA have in
some service departments now been applied to all targets. However, in general
this impact did not spread laterally outside the target areas.

4.9 LPSA has also contributed to joint working across services (although again other
factors were more influential, such as the move to integrated children’s
services). New approaches to service delivery have been tried and in some cases
rolled out across the authority. Ingrained professional attitudes and practices
have started to shift. These changes are in addition to the many specific
changes in target areas that enabled improvement to take place.

Relationships with partners

4.8 In many of our case studies relatively few of the targets involved partnership
working. In those that did, the LPSA is generally said to have strengthened
partnership working, sometimes initiating collaboration where previously
services worked in isolation but more often building on and deepening existing
relationships. 

4.9 Partnership working on specific targets was however often fragile – vulnerable
to key individuals moving on, and to the impact of changes in central
government priorities. One of the weaknesses in LPSA was that the local
authority had no leverage over partners, whose active involvement could not
always be relied on particularly if they had not been involved in negotiating a
target. Where there was an understanding that the reward grant would be
shared, this helped to incentivise co-operation but was not always sufficient.
Challenges remain particularly in relation to accountability (upwards to central
government versus horizontally to partners) and ownership (how committed
are partners to the LPSA). 
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Other positive impacts

4.10 A number of our case studies reported other, positive spin-offs from LPSA.
These included better communications with the public, raising the local profile
of small services that are important but were not previously high on the
political agenda (e.g. care leavers, domestic violence ), and occasionally raising
the profile of a local service nationally.

Negative impacts

Diversion of resources

4.11 Most local authorities invested their own resources in achieving the targets,
often matching the pump priming grant with funds from the corporate centre10.
However in most cases the corporate centre did not know how much resource
had been diverted within individual services (and indeed service managers were
often unable to assess this, since budgets change from year to year anyway), so,
although some figures were provided for Round One LPSAs, in the main it was
not possible to assess the total level of resources spent on achieving the targets. 

4.12 Generally the additional sums invested in the scheme are marginal in relation to
mainstream budgets, and considered by service managers to be justified in
terms of the benefits to service users. No adverse impacts on other services
could be identified, although clearly the resources did have an opportunity cost.
In many cases diversion of resources within or between services was seen as
entirely appropriate – for instance a diversion of road safety activities away from
areas where residents were lobbying for action towards locations where the
evidence demonstrated action was required, or an increase in funding to an
important but previously neglected policy area such as domestic violence or
helping disabled people into employment. In other instances the LPSA helped
to lever in external funds.

4.13 There is some evidence that in some localities money spent in the final stages
of their LPSA to hit targets was not necessarily well spent (judged by setting the
additional cost against the perceived value of the additional improvement in
outcomes) except in terms of getting the reward grant, although the sums
involved were generally quite small.

4.14 However, there were a few instances where the officers most closely involved
felt that the target was ill-conceived and received a disproportionate amount of
attention, diverting resources from other more worthwhile work. This applied
in instances where the target was in itself not worthwhile, or was too narrowly
focussed, or where the level of the target was set inappropriately high. This was
perhaps most clear in the case of educational attainment targets, where the
LPSA encouraged an undue focus on ‘marginal’ groups in exam-year cohorts,
and a just-in time approach (for instance, coaching for specific pupils in the
marginal group, just before the exams) rather than a sustained improvement
process. The national target to advance 100% e-enablement by one year came in
for similar criticism, involving – with hindsight – a disproportionately large
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additional financial cost (and penalty in terms of reduced functionality) for a
marginal additional time benefit. There were also instances where a poor
indicator incentivised an unsustainable approach (for instance, a drugs target
for entrants to treatment programmes rather than completion of programmes);
problems such as this lay behind the move in LPSA2 towards outcome indicators. 

Other negative effects

4.15 Many respondents commented on the demotivating effects of targets that were
too stretching, or felt to be inappropriate (not worthwhile) – as mentioned
above. Several respondents said that this reinforced cynicism about all targets
amongst schools. In many instances the message about ‘ having failed to meet
the target’ swamped the message that in fact significant improvement had been
achieved, and that either the rate of improvement or the overall level of
performance was well above the national average. 

4.16 Unreasonable levels of stress for staff, especially where achievement of the
target was outside their control, were sometimes reported. This was felt far
more in some authorities and some departments than others, and is a reflection
of corporate culture and the way communications about LPSA were handled.
The impact of this in some localities was determination to ensure that LPSA2
targets are attainable and within the local authority’s control.

4.17 Few other negative effects were reported. These included bitterness arising
from misunderstanding over allocation of PRG (especially amongst schools and
other partners), and public expectations raised only to be disappointed when a
new policy was not sustainable.

Use of the reward grant

4.18 Most authorities have put the reward grant into a ‘corporate pot’, to be used for
improving services on the basis of bids by departments, or to invest in LPSA2, or
to fund projects that will benefit the entire community. At least one case study
is using the grant to fill a gaping hole in their budget. A few authorities have
allocated some of the reward grant to the directorates or partners that won it,
often in response to an outcry from target leads who had promised some of the
reward to partners. One is allocating the grant in discussion with their LSP. At
the time of our interviews (autumn 2005) several authorities had yet to decide
how the reward would be spent.

4.19 The allocation of reward grant has been a source of confusion and contention
in many of our case studies. Some target leads and partners mistakenly
expected that, if successful, some or all of the reward grant would be reinvested
in their service. It is unclear if the corporate centres of authorities promised this
then changed their minds, or whether the expectations were groundless. Such
misunderstandings have led to ill-feeling amongst staff and more particularly
partners and may potentially have damaging effects on LPSA2. Authorities and
their partners are being much more careful for LPSA2 to agree in advance the
principles on which PRG will be allocated. There is however a clear tension
between using PRG as an internal incentive, and allowing flexibility for changing
priorities and unforeseen needs.

National Evaluation of Local Public Service Agreements

34



Chapter 5. Second generation LPSAs

5.1 This chapter is based on interviews with the LPSA2 co-ordinator in 26 authorities,
including our early-batch case studies, as they were negotiating their LPSA2.
More recently we interviewed some LPSA2 target leads in our case study
authorities. Since, with the integration of LPSA2 into Local Area Agreements,
negotiation has now been devolved to Government Offices, we focus here on
the extent to which authorities were able to draw on their experience of LPSA1,
and on process issues that had an impact on the agreements and are still
relevant to the negotiation of the reward element in LAAs (notably the
implications of a strict focus on outcomes, and the impact of the way value for
money was handled in the negotiations), rather than on the experience of
negotiation. The experience of negotiation of the reward element within LAAs is
covered in our recent report on LAAs.11

Aims and motivation

5.2 Because local authorities were by and large enthusiastic about LPSA – both as a
mechanism for improvement, and a source of additional funds – they were keen
to negotiate their second round agreement. LPSA targets are now an accepted
part of the improvement process, and there is more widespread understanding
and ownership of the process and the resulting agreement. However,
experience of LPSA1 has engendered in some places a greater degree of
pragmatism, particularly where authorities chose in round 1 innovative targets
that proved much harder than expected, and more authorities seem to be
approaching their LPSA2 with a view to maximising the financial reward.

Preparation

5.3 Authorities have learned lessons from LPSA1. The longer time available for
preparation than in LPSA1 has enabled a more considered approach to the
selection of priorities. The removal of the requirement for national targets has
also made it easier to reflect in the agreement priorities set out in the
Community Strategy, the local authority’s corporate plan and service plans. The
corporate centre of authorities has been more rigorous in the evaluation of
possible targets, weeding out those not reflecting corporate priorities, not
supported by a credible action plan or which are believed to be unachievable.
Although the process seems in most places to have been more strongly led by
the corporate centre, more of the detailed work of defining indicators and
negotiating these with government has been done at target owner level;
respondents consider that this has led to better targets, and a greater sense of
ownership.

5.4 LPSA2 required the involvement of partners, and the longer timeframe allowed
earlier and much closer engagement. The LPSA was used to give LSPs
something concrete to focus on and a source of funds (particularly important in
non-NRF areas), and to engage a wider range of partners including the
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voluntary and community sectors. Several respondents commented that this
had been valuable in laying the foundations for work on the Local Area
Agreement. Since LPSA1, many authorities have prepared a new Community
Strategy, and this has helped in agreeing priorities with partners. Lessons have
also been learned about the importance of formalising agreements with
partners, and making responsibilities and accountabilities clear. However, while
welcomed, the requirement for the involvement of partners has made the
process more difficult particularly in two tier areas, and a few authorities have
not gone through their LSP, preferring to work bilaterally with individual
partners – one authority spoke of a “partnership of the willing”. 

5.5 Most authorities we spoke to have recognised that agreeing the allocation of
reward grant in advance can help to incentivise improvement, and is particularly
important when involving partners. Most have agreed either an allocation of
reward grant, or a process for agreeing this with partners once won. 

5.6 Authorities have also learned to be much more careful about the reliability of
data, making sure that definitions are watertight and documented, baselines are
accurate, and the processes for gathering data – particularly from partners – are
clear. 

The negotiation process12

5.7 Local authorities have also learned about the negotiation process, and taken a
tougher stance. All our case studies have been more determined than in round
1 not to be pushed into targets that do not reflect local priorities or that they
know are unachievable, and to drop targets when pushed too far (although in
some instances targets known to be unachievable were agreed in the final
stages of negotiations, in desperation to complete the agreement).

5.8 Experience of the negotiations was very mixed. Some authorities reported that
the dialogue was better than in LPSA1, and many found comments from the
LGPSA team (and, to a lesser extent, other government departments) helpful in
thinking about outcomes and shifting thinking onto a new level (see below).
About half our respondents found the process “painful but worth it”. Central
government respondents were of the view that LPSA 2 had made an important
contribution to the way in which localities understood how to achieve
performance improvement, via its outcomes focus. 

5.9 However a sizeable minority were deeply disappointed in the process and what
came out of it. These concerns are summarised below; they are important
because of their impact on the final agreements and localities’ ability to hit their
targets.

5.10 Local authorities were particularly concerned about the length of time taken to
reach agreement (a result both of delays on the government side, and local
authorities’ tougher stance), which meant that for many authorities the
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agreement was not concluded until well into what should have been the first
year of implementation. Both local authorities and central government
respondents also expressed some concerns about the LPSA process, arguing
that the division of the negotiation into ‘stages’ meant that sometimes
important issues that could scupper a target negotiation were not arrived at
until quite late in the day, which contributed significantly to delays. 

5.11 While generally appreciating the value of the outcomes focus, local authorities
and central government respondents (outside ODPM) expressed concern about
what was seen as ODPM’s over-zealous insistence on outcome measures,
considering that the ambition of working with outcomes needed sometimes to
be tempered by pragmatism about what was ‘doable’.

5.12 The third main cause for concern was the way in which ‘value for money’ was
handled in the negotiations. Localities felt they were being made to play a time-
wasting ‘guessing game’, and were not warned at an early stage when it should
have been clear that a target was unlikely to meet vfm criteria. Central
government respondents also expressed mixed views about the vfm approach
in the negotiations; all agreed it was important but there was some dissent from
the approach adopted by the ODPM. Some central government respondents
were concerned that trying to apply a ‘standard’ vfm formula both diluted the
importance of exercising judgement in individual negotiations and in some
cases was simply not possible e.g. estimating the cost of young people not in
training, employment or education. Others were also concerned that – with
devolution of negotiation to GOs – standard formulas would be interpreted by
GOs as ‘tariffs’ against which to position localities, a development that was
against the spirit of the LPSA. (Our evaluation of the negotiation of the reward
element in LAAs suggests that this has indeed happened.)

The content of the agreements

5.13 Most authorities consider their LPSA2 agreements much better than their LPSA1
as a result of both changes in the scheme and their own learning from round 1.
This is partly because the agreements are a closer reflection of local priorities,
better integrated with other policies and plans, and this (with the longer
timescale for preparation) resulted in greater engagement of staff and partners.
The targets are more sustainable, more complex – involving joining up across
silos – and more subtle, more accurately reflecting desired outcomes. 

Priorities

5.14 The ability to focus the LPSA on ‘priorities for improvement locally’13 is
universally welcomed by local authority respondents and seen as one of the
strengths of LPSA2. However there has been some misunderstanding of this
term; some authorities thought it meant their priorities, priorities agreed with
local partners or expressed by local people and consequently resent the need to
justify their choice of priorities with objective evidence. While government’s
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requirement for an evidence base is understandable, local authorities resent the
fact that central government feels the need to tell them what their priorities
should be based on government’s perceptions of the authority and its
performance. For their part central government respondents considered it to be
entirely appropriate (and indeed part of their obligation as public servants) to
challenge localities where they believed there were other more pressing
priorities that could/should be addressed. In some cases e.g. DfES where central
intelligence of local circumstances was good, then part of the negotiation
process was considered to be challenging the locality on its proposals in order
to establish whether their case was really sound. However, this challenge seems
in other cases to have taken place on the basis of a weak evidence base and a
lack of understanding of what the authority was trying to achieve. (This issue
seems to have been much less fraught in the later negotiations conducted by
GOs, who were able to see proposed targets in the context of the LAA – with its
wider set of priorities – and their understanding of local needs and so have a
more productive dialogue.) 

5.15 Some agreements show considerable continuity in terms of target areas from
LPSA1; here the new targets build on the work of the past three years and will
help to ensure that the improvements are sustained. Where the indicators in
LPSA1 proved a poor reflection of aims, authorities have tried to improve on
this in LPSA2 (although in some instances were prevented from doing so by
central government departments who insisted on standard indicators).
However, in other localities, although the same broad target areas are in
evidence, localities have taken the opportunity to develop a greater focus on
partnership working and cross cutting issues, or to reflect a more general shift
in modes of working (for instance a shift towards neighbourhood activity), and
there is much less continuity in targets.

Value for money

5.16 One aspect of the negotiations that has had an important indirect effect on the
ability of localities to reflect local priorities is value for money. The stringent
application of standard value for money criteria has made it difficult and
sometimes impossible for localities to address issues of inequality. This seems to
have been a particular issue for counties wishing to target particular ‘hot spots’.
Setting a required threshold value on outcomes makes it harder to target
particular deprived groups or localities, because the numbers involved may be
relatively small. There also seems to have been a view within government that
such targeting will encourage localities to ‘take their eye off the ball’ in respect
of wider performance; however an average or overall target encourages focus
on the groups who can most easily be brought up to the required standard,
rather than the worst. (The introduction of variable levels of reward grant across
targets in the agreements negotiated under the new arrangements has been
helpful in dealing with this issue.) 

Outcome focus

5.17 ODPM has been much more insistent in LPSA2 than in LPSA1 that targets
should represent outcomes. This is to clarify thinking in local authorities about
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what they want to achieve and how they can best do this, to avoid perverse
incentives which are more of a problem with output and process indicators, and
to make it easier to put a value on the achievement of the targets for the
purposes of calculating value for money. 

5.18 Authorities find this way of thinking hard, and it is clear that the process has
exposed a lot of woolly thinking. Most admit that being forced to think about
outcomes has been very helpful, and has meant that the final targets are much
better. Even if the outcomes focus does not end up with an outcome target, it
has been immensely valuable in getting authorities to think more rigorously.
However, many consider that the outcomes focus was pushed too far, and that
the requirements for an evidence base to back up proxy indicators (outputs or
intermediate outcomes) were unreasonably tough. These findings are
supported by our interviews with respondents from central government
departments.

5.19 It was not always possible to find an outcome indicator that reflected local
priorities, and some authorities accepted ‘second best’ outcome indicators that
do not reflect their real aims simply in order to make progress. The insistence
on outcome measures made it difficult to include preventive work within the
LPSA, since there is a lack of accepted indicators and a lack of evidence linking
outputs with outcomes. It also inhibited innovation and prevented authorities
using their LPSA to try out new approaches. Authorities met with conservatism
in government departments in relation to new indicators, and in particular
found it hard to get cross cutting indicators (which tend to be new) accepted. 

Risk, innovation and ambition

5.20 The experience of LPSA1 seems in some authorities to have induced an
increased aversion to risk, a greater unwillingness to accept targets where the
outcome cannot be controlled or at least strongly influenced, and an
unwillingness to innovate. (One co-ordinator described their LPSA2 targets as
“boring and safe”.) This has however often proved difficult to reconcile with the
requirement for partnership targets and outcome indicators. 

5.21 Local authorities are rightly concerned that, with many outcome indicators,
whether or not they are achieved is very much a lottery, since there are so many
intervening variables and the time taken to achieve an impact may be well
beyond the LPSA horizon. Local authorities have learned from the experience of
LPSA1 and are less willing to bear the risk of the link between outputs (which
are controllable) and outcomes (which are not).

5.22 Most respondents considered that their LPSA2 targets were more realistic than
those in LPSA1 – mainly because they are founded on better data and a better
understanding of the levers for improvement. But this does not mean that they
are less ambitious – in some cases the confidence that comes from a sound
baseline and established relationships with partners has encouraged target leads
to aim for a more stretching target than they would have considered possible
three years ago.
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Implementation

5.23 At the time of our fieldwork in autumn 2005, most of our case studies were still
finalising or in the very early stages of implementing their LPSA2. For all of
them, while the agreement technically started in April 2005, delays in
negotiations meant the agreement was not signed until well into the financial
year; for some almost the entire first year has been lost. Although all recognised
the importance of getting off to a prompt start, they were unable to do so
before final agreement had been reached (since they feared, with good reason,
that even targets that they thought had been agreed might be unpicked as new
central government officials became involved, and because they had no access
to pump priming grant). This late start is likely to jeopardise achievement of the
targets. 

5.24 While it is too early to judge whether this is happening in practice, respondents
report that local authorities have learned and are applying a number of
important lessons about managing implementation. These include much more
active performance management of the LPSA by the corporate centre, tighter
management of targets in directorates, and clear responsibilities and
accountabilities especially with partners. In addition there has been rich
learning within service directorates about the levers for improvement. 
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Chapter 6. Provisional conclusions

6.1 In this chapter we draw together our emerging conclusions about the impact of
the first generation of LPSAs. 

Did the scheme provide value for money?

6.2 The real test of value for money is whether the direct and indirect costs of the
scheme (investment by government via pump priming grant, by the local
authority and partners, and the costs of the process) were outweighed by the
value of the additional improvement generated. Unfortunately we are unable to
answer this question as neither the costs nor the benefits can be quantified.
Moreover, what constitutes vfm depends on the perspective taken and whether
government grants are viewed as a cost or a benefit. 

6.3 Most target leads found the question ‘Has the scheme provided value for
money?’ hard to answer – they are evidently not used to thinking in this way.
Target leads typically count the pump priming grant as a benefit (extra revenue
for their service), and similarly any other funds leveraged into their service,
from the Council or outside. (Reward grant was not part of their mental
equation, since most did not expect the money to come back to their service
area.) When pushed, they thought that the scheme had provided value for
money since the outcomes were worthwhile, and the costs to the authority
small. The only exceptions were in those target areas where the target itself was
felt not to be worthwhile.

6.4 The views from the corporate centre of authorities were less positive. Reward
grant was clearly considered a benefit; authorities had spent less than they
received in terms of grant, and most saw the net effect (both financial and in
terms of improved outcomes for local people) as positive. However if reward
grant is excluded from the equation, views were more mixed, with most
respondents still believing the scheme has brought net benefits, but a minority
were of the view that the scheme had resulted in a disproportionate amount of
effort being spent in relation to the improvements achieved, particularly where
the targets were not top priorities. Some partners who did not get a share of
reward grant held a similar view.

6.5 Many respondents considered the emphasis on value for money in LPSA2
excessive, because it meant that many worthwhile things were excluded; some
local authorities would prefer to see PRG reduced and more flexibility over
targets. ODPM’s decision in later rounds to allow variable amounts of PRG
across the 12 targets was a welcome move.

6.6 From central government’s perspective reward grant is considered a cost along
with pump priming grant. This is a very stringent test of value for money since
it does not take into account the additional benefits that will come from
spending the reward grant (which, as previously noted, far exceeds what
localities spent from their own resources on achieving the targets). If negotiated
stretch represented value for money, then it seems likely that the benefits have
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exceeded the costs overall. Pump priming grant was a relatively small sum, and
there has been significant ‘free’ improvement (where improvement exceeded
the ‘without LPSA’ level, but was insufficient to attract reward grant, or where
the target was exceeded). However, without a full cost-benefit analysis it is not
possible to determine whether negotiated stretch actually did represent vfm. 

Have LPSAs been a good way to drive up performance?

6.7 LPSAs seem to have been a very good way of driving up performance in specific
services. The initiative has given focus, common purpose, and a structure to
work. The combination of an enabling grant, an external incentive and the
pressure this creates, and specific targets (at least some of which were local
priorities) was energising. LPSAs are more focussed than LAAs, and hence more
conducive to making a step change in performance in specific service areas.

6.8 However, this very focus is one of the limitations of the policy; in some
localities it seems that the LPSA may have led to too narrow a focus, on things
that are measurable, and are not necessarily top priorities. In the light of this
the integration of LPSA2 into LAAs as the reward element seems a very positive
development. Knowing that the target could not be dropped or changed for
three years was also a mixed blessing; while it kept the pressure on, it
sometimes meant that targets that had been misconceived, or were no longer a
priority, continued to be pursued.

6.9 Moreover, it is clear from the differential success in the attainment of targets
between local authorities, that LPSA mechanisms are not always sufficient to
bring about improvement. Where the barrier to improvement is a general lack
of leadership and managerial capacity reflected in weak performance
management and lack of a performance culture, or a lack of understanding
about what works and deep cultural barriers to change, incentivisation will not
necessarily produce improvement. Our research into LPSA in poorly performing
and weak authorities highlighted that such authorities had difficulty taking
advantage of the opportunities offered by LPSA, although the experience has
strengthened them and put them in a better position for LPSA2. Neither will
incentives overcome weaknesses in partnership working in the absence of
commitment and leadership from some key players (although they can be a
valuable ‘sweetener’). 

6.10 LPSA seems to have been much more successful in some service areas than
others, although at this stage it is difficult to tell how far this is due to
unrealistic targets, and how far to a failure to improve. It seems to have worked
best on targets that measure outputs rather than outcomes, that are
controllable by the local authority alone rather than relying on partners, that
have a short and well understood chain of causation, and that are focussed
rather than relate to big mainstream services. Targets that require
straightforward changes to the delivery of services rather than large scale
attitudinal or behavioural change in agencies or the public are also more
amenable to improvement in a 3 year timescale. These are of course the types
of targets that are easiest to achieve, and the same success cannot necessarily
be expected with the much harder outcome targets of LPSA2.
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Has the scheme contributed to wider change?

6.11 Our research suggests that in the short term the effect on improvement is
narrow – the qualitative analysis suggests that there are no significant spin-off
effects on other indicators even within the same service area. In the longer term
however there are likely to be positive spin off effects, primarily because LPSA
has contributed to significant improvements in data quality and the use of
management information to understand performance and drive improvement.
In addition to improvement in the targeted services, LPSA contributed to
improvement more widely across local authorities, in terms of corporate
performance management and the development of a ‘performance culture’.
However, LPSA has been just one amongst several drivers, with CPA and service
specific inspection regimes being seen as more important factors.

6.12 A central position in the ‘maximum‘ model of LPSAs set out in our Theory of
Change (see Appendix 2) was the contribution of LPSAs to capacity both locally
and in the wider governance system. LPSA, although not specifically designed as
a capacity building programme, did enable and incentivise local authorities and
their partners to take steps to build their own capacity, ‘learning by doing’. It
encouraged managers to develop an understanding of what is needed to bring
about improvement in their service area, to improve the quality and use of data,
search for best practice, experiment and innovate. The early tranches of
negotiating LPSA2, because of the rigorous outcome focus adopted by ODPM’s
LGPSA team, were particularly helpful in developing localities’ thinking about
the outcomes they were trying to achieve and how planned activities are linked
to outcomes, a way of thinking quite new to many authorities that has been
taken forward in LAAs.

Making the most of the scheme

6.13 In this final section we draw together some of the implications for local
authorities and for government arising from our work since our first report. 

Preparation and negotiation

6.14 Target setting is an imprecise science, and it is not surprising that many targets
were set too high or too low; however much has been learned and it will be
interesting to see if LPSA2 targets are more accurate. Although our provisional
quantitative analysis suggests that in a minority of the 23 national indicators
tested the degree of stretch does affect performance, the qualitative research
suggests that setting an unrealistically high target is potentially more damaging
than setting one that with hindsight could have been more stretching (an
unrealistically high target will not necessarily raise performance more than a
lower one, because it is demotivating). Targets need to be stretching, but
achievable – although this is often very hard to judge at the outset. Overall,
choosing the right target and the right indicators seems to be more important
than the level of stretch.

6.15 Targets should be part of the local strategic direction, and accurately reflect
priorities for improvement locally (which are not necessarily the same as the
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most important things locally or nationally). Targets seen as not worthwhile by
those that have to implement them are less likely to be achieved and
improvement is less likely to be sustained; it seems to us to be in neither
localities’ nor government’s interests to agree such targets. An inclusive process
locally can help to ensure that targets are ‘owned’ and considered both
worthwhile and realistic by those who will be responsible for delivering them.

6.16 It is desirable that targets are unambiguous, and based on well defined
indicators with accurate baselines and a trajectory of past performance.
However, there is a dilemma in that these criteria may make it more difficult to
innovate. There is no easy short term solution; either localities and government
may have to accept that more innovative approaches are not amenable to a
scheme such as LPSA, or both may have to be prepared to take a risk and use
the scheme to try out new indicators, recognising that as a result achievement
of the reward may be more ‘hit and miss’. The most important consideration is
that indicators accurately reflect desired outcomes, or they will distort effort.

6.17 There are important lessons in terms of what sorts of targets can be
incentivised. Where the outcome is largely outside the control of the local
authority and their partners, either because the factors affecting it are not well
understood or are hard to manage (such as customer satisfaction or the fear of
crime) or because it is highly vulnerable to external influences (such as
morbidity and mortality), then the sort of short term incentive provided by
LPSA seems less likely to be effective. Targets that are too diffuse, or too ‘large’
for the scale of resources offered by the LPSA, are also less likely to be effective
– targets need to be well focussed, although not so narrow that they have
perverse incentives. 

6.18 Agreeing in advance the principles on which reward grant will be allocated is
essential when partners are involved. Promising some of the reward to the
service that wins it (perhaps ring-fenced within directorates rather than being
tied back to narrow service areas) will help to motivate staff. Agreements then
need to be clearly communicated. There is however a balance to be struck
between using PRG as an internal incentive, and allowing flexibility for changing
priorities and unforeseen needs.

Managing implementation

6.19 Leadership from both politicians and senior managers leading to a sustained
high profile for the initiative is a critical success factor.

6.20 A key message for local authorities and their partners is the need to plan
carefully what can be achieved in the 3 year time frame and to get underway as
soon as possible, particularly if success is contingent on putting new or
improved infrastructure in place. A clear strategy for achieving the target at the
negotiation stage is an important part of assessing the achievability of the target,
and action planning should start as soon as the target has been agreed.

6.21 Performance needs to be actively managed at both corporate and directorate
levels. This should focus on actions rather than just monitoring progress, and
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include risk management. Localities should keep under review both progress
towards targets and factors impacting on this, and also the continued
desirability of pursuit of each target in the light of costs and likely benefits.
Clarity with partners over responsibilities and resourcing is required from the
outset. There must be clear individual accountability for each target, at both
senior and operational level.

6.22 Local authorities and their partners should consider sustainability when
choosing targets and planning the approach to improvement. Where targets are
dependent on pump priming grant or other short term funding, an exit strategy
should be put in place well before the end of the LPSA period. Rather than
focusing on short term changes in funding and activity, attention should to be
paid to systematic changes in ways of working. Where three years is not long
enough to bring about the required changes, actions need to be part of a longer
term strategy. 
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Appendix 1. Research Methodology

The objectives of the research are:

● To provide a robust and representative evaluation of the impact and outcome
of LPSAs, and the extent to which they have delivered substantial
improvements in key services over and above what otherwise would have
been achieved; and,

● To evaluate the processes of negotiation and more particularly
implementation of LPSAs, to enable central government and local authorities
to better understand and, if necessary, modify their approaches to the ways
in which they negotiate and implement LPSAs.

There are three main elements to the research:

● Qualitative research in local authorities and their partners

● Qualitative research in central government

● Multivariate analysis based on published performance indicators and data
derived from a survey of local authorities.

A separate but related piece of work has been carried out looking at
performance measurement.

In summer 2005 the research was extended to cover the process evaluation and
early impact evaluation of Local Area Agreements, in recognition of the fact that
LPSAs are now the stretch element in LAAs. This work is reported on separately.
At the same time the scope of work on LPSAs was cut back; the changes
included the proposed case studies of the negotiation and implementation of
second generation LPSAs (cut out), the size of the LPSA1 case studies (reduced)
and research in central government (reduced).

Qualitative research in local authorities and their partners

We have conducted research in fourteen case studies: Devon, Dorset, East
Riding, Kirklees, Havering, Leeds, Manchester, North Lincolnshire, Oxfordshire,
Nottingham, Slough, Southampton Staffordshire and Westminster. These were
chosen to represent a broad cross section, broadly representative of the overall
population of top-tier authorities. The characteristics of these case studies are
shown in the table below.

This report largely relates to those authorities whose LPSA ended in 2005
(highlighted in the table below). 

In each authority, in our first round of fieldwork in 2003–4 we interviewed
between 20 and 30 people, typically including the local authority chief
executive, the officer with lead responsibility for the LPSA, the head of policy
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and/or performance management, the local authority leader, the Director of
Finance, 12 or 13 target lead officers , strategic directors for example Education,
Social Services, middle managers/front line staff for three targets (usually focus
groups), partners, for example police, health, districts, YOT, DAT, crime and
disorder partnership, schools, and an ’informed observer’ usually from the LSP.

In those authorities whose LPSA ended in 2005 we have conducted a second
round of interviews with a smaller sample of about 15 respondents, including
the LPSA co-ordinator and leads for each target or sub target.

The topics covered in the second round of interviews included:

● performance against the LPSA targets, probing the trajectory of performance,
data robustness, the factors contributing to improvement or failure to hit the
target, how stretching the targets proved to be, the extent to which change
can be attributed to the LPSA
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Local Authority Type Region CPA Negotiating End NRF? Net Pop Deprivation 
rating Batch date of budget density quintiles
2003 LPSA requirement quintiles 5 = 

(April) £’m 5+high deprived

East Riding of Unitary GOYH Good 1 2005 No £282m 1 2
Yorkshire Council

Leeds City Council Met District GOYH Good 1 2005 Yes £668m 3 4

Manchester City Met District GONW Good 2 2005 Yes £528m 4 5
Council

Kirklees Met District GOYH Excellent 3 2005 Yes £367m 2 3
Metropolitan Council

Devon County Shire County GOSW Good 3 2005 No £546m 2 2
Council

Slough Borough Unitary GOSE Fair 4 2005 No £125m 4 2
Council

Staffordshire County Shire County GOWM Fair 4 2005 No £597m 2 2
Council

North Lincolnshire Unitary GOYH Good 5 2005 No £152m 1 3
Council

Oxfordshire County Shire County GOSE Fair 6 2006 No £451m 2 1
Council

London Borough Outer LB GOL Weak 7 2006 No £218m 3 2
of Havering

Dorset County Shire County GOSW Excellent 8 2006 No £291m 2 1
Council

Westminster City Inner LB GOL Excellent 9 2006 Yes £236m 5 3
Council

Southampton City Unitary GOSE Good 9 2006 Yes £210m 5 3
Council

Nottingham City Unitary GOEM Weak 10 2006 Yes £295m 4 5
Council



● assessment of impact in terms of the process outcomes indicated by the
Theory of Change, any unforeseen effects either positive or negative, other
factors affecting outcomes

● lessons learned – how to make the most of the scheme and ensure that
change is sustainable

● experience of LPSA2, and how far the authority has applied these lessons.

We have also reviewed relevant documents and performance data, including
trend data for the indicators, monitoring data and reports from the authority,
and other relevant background information such as corporate and departmental
plans. In many cases we have attended monitoring or performance review
meetings. 

We have been unable to carry out case study work in any authorities with a CPA
rating of ‘poor’, and only two with a rating of ‘weak’; instead we have conducted
interviews with the LPSA leads in as many of these authorities as possible. This
research has been the subject of a separate unpublished working paper.

In addition we carried out some focussed research on the LPSA2 negotiation
process, involving interviews with coordinators in 26 authorities conducting
negotiations in January 2005. This research was the subject of a separate
unpublished working paper.

Qualitative research in central government

We have carried out interviews in the main central government departments
involved (The Treasury, ODPM, Department for Transport, Home Office,
Department for Education and Skills, Department of Health, Department for
Work and Pensions, and Department for Environment, Food and Rural Affairs),
as well as interviews with the LGPSA team. In total 35 such interviews were
carried out in 2003–4.

A much more limited set of interviews has been carried out in spring 2006 to
examine the impact of LPSAs within central government and on central-local
relations. These interviews have included one official from each of the following
departments: ODPM, DfES, Home Office, Department of Health, DEFRA, DWP,
DoT, DCMS, HMT.

Multivariate analysis

In order to estimate the net impact of LPSAs on performance improvement, and
to assess the effects of different approaches to the formulation and
implementation of LPSAs, we are carrying out multivariate analysis of the
relationship between LPSA variables and measures of progress against
performance targets. Work so far has involved a preliminary analysis of data on
performance for all the national targets and those local targets for which
national data exists, for the year ending 2005. 
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We have also carried out basic analysis of data supplied by ODPM on claims for
reward grant made by those authorities that have competed their LPSA, which
gives a more complete picture of performance albeit one not yet amenable to
multivariate analysis.

Survey

We have carried out a survey of all LPSA coordinators and target owners. This
focused on the preparation stage of the LPSA process and, in the 20 LPSA pilots,
also asked about implementation. 

A second survey has been conducted in authorities completing their LPSA in
2005 which has focused on the later stages of implementation, and this will be
extended to the remaining authorities in summer 2006 and the two batches of
data analysed together. This survey includes questions on the helpfulness of the
various LPSA mechanisms in making progress towards the target; performance
management and resourcing; the influence of various individuals and groups on
achievement of the target; the influence of cross departmental and partnership
working on achievement of the target; whether improvement is likely to be
sustained, and if so why; and the impact of the LPSA on the wider authority.

A copy of the combined stage one and two questionnaires is included in
Appendix 5.

Work on performance measurement

We have also carried out an analysis of the robustness of all LPSA targets and
drawn lessons for the design of performance measures for use in the second
generation of LPSAs. This is the subject of a separate report.
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Appendix 2. Theory of Change for LPSAs

The diagram below summarises the main process and final outcomes in our
TOC. For a full explanation, and the underlying change mechanisms, see
Working Paper 1: Developing a ‘Theory of Change’ to Evaluate Local Public
Service Agreements.

A maximum model of LPSAs
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Appendix 3. Interim outputs from the research

Published reports and working papers

( all on http://www.communities.gov.uk/index.asp?id=1137718. ) 

Working paper 1: Developing a ‘Theory of Change’ to Evaluate Local Public
Service Agreements

Working paper 2: Evaluation of Local Public Service Agreements – Literature
Review

Working paper 3: Central–Local Relations and LPSAs

Working paper 4: Exploring the Sustainability of LPSAs – Findings from a
workshop of local government practitioners

Working paper 5: First Target Owners Survey Report

First Interim Report: Summary and Full Report

Unpublished working papers

Designing performance measurements to be drawn on in the second
generation of local PSAs. June 2004

Second Generation LPSAs. March 2005

The Impact of LPSA Targets: A Preliminary Empirical Analysis. June 2005

Report on research in poorly performing and weak authorities. 
September 2005

Academic journal articles

Sullivan, H and Gillanders, G (2005) 'Stretched to the limit? The impact of Local
Public Service Agreements on service improvement and central-local relations',
Local Government Studies, special issue, Vol. 31, No.5, pp 555–574

Boyne, G. and Chen A., (2007) ‘Performance Targets and Public Service
Improvement’ Journal of Public Administration Research and Theory,
forthcoming.
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Appendix 4. Quantitative analysis 

The Impact of LPSA Targets: A Preliminary Analysis

The aim of this paper is to provide an initial assessment of the impact of LPSA
targets on local service performance. We address the following questions:

● Do authorities that set a LPSA target on a specific indicator perform better
than those without a target?

● Does the level of ‘stretch’ associated with a LPSA target influence the extent
of service improvement?

● Does the number of LPSA targets that are set in the same service area
influence the extent of service improvement?

We answer these questions by including measures of these variables (target/no-
target, stretch and number of targets) in multivariate models of local service
performance. The modelling strategy and data are summarised in the technical
appendices to this report.

Our analysis is preliminary in two ways. First, only a minority of the first
generation of LPSAs have been completed. In order to obtain a sufficient
number of cases for multivariate analysis it has been necessary to pool data on
authorities that commenced their LPSAs in 2001, 2002 and 2003. Thus some of
the authorities in our analysis have completed only the first or second year of
their LPSA. The impact of targets may be stronger (or, less likely, weaker) when
data on performance across three years are available for all authorities.
Secondly, because our aim is to estimate the impact of targets, we need to run
the analysis on ‘nationally comparable’ indicators that apply to all authorities.
However, the sample size for many of these indicators is currently too small for
meaningful statistical analysis, even in our pooled data set. We will be able to
undertake the analysis on a wider set of indicators when performance data for
2004/5 and 2005/6 become available.

Data

In this report we use 25 nationally comparable performance indicators for
which we have sufficient cases for statistical analysis. The data set includes 8
indicators for education, 10 for social services, 2 each for crime reduction and
transport, and 1 for each of waste, planning and electronic service delivery (see
table 1). The database for our analysis consists of two parts: target data and
performance data. The target data were derived from a database and LPSA
documents provided to the researchers by the Office of the Deputy Prime
Minister. The database contains target information for 132 LPSAs signed
between 2001 and 2003. In parallel, we built up a local public services
performance database from three sources: Best Value Performance Indicators
(BVPI), the Performance Assessment Framework (PAF) of the Department of
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Health and DfES statistical returns. These data were downloaded online from
the official websites of the Audit Commission (www.audit-commission.gov.uk),
Department of Health (www.doh.gov.uk) and Department of Education and
Skills (www.dfes.gov.uk) respectively.

Results

The detailed results of testing our multivariate model are presented in this
Appendix. The pattern of the evidence is summarised in table 2 which shows
that:

● Targets had a significant positive impact on over half of the LPSA
performance indicators that we analysed. The effect of targets was
significantly negative in only one case (emergency admissions to hospital per
1,000 elderly population). This may be a statistical quirk – only one authority
used this indicator in 2001, so different results may emerge when more
authorities have completed their LPSAs.

● The level of stretch is associated with service improvement: more than half
the tests show that performance was more likely to improve if authorities set
ambitious targets. The results are much the same regardless of whether
stretch is measured as the difference between the target and the baseline, or
the difference between the target and expected performance without the
LPSA.

● The balance of the evidence suggests that a proliferation of LPSA targets in
the same service area is counterproductive. A majority of the coefficients for
the ‘number of targets’ variable are negative. One interpretation of this result
is that a single target for a service allows local managers to focus on
achieving better results, but 5 or 6 LPSA targets lead to a lack of clarity about
priorities.

Conclusion

These preliminary results provide tentative evidence that LPSA targets have
been effective in driving service improvement. This picture should become
clearer as more performance data become available, and as we integrate this
data with information from the planned survey on LPSA implementation.
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Table 2. How Targets Affected Performance (Summary Statistics)

Notes:
Target = A dummy indicating whether a local authorities adopt a LPSA target or not in a year; 1 for adopted and 0 otherwise.
STRETCH 1 = The difference between target with PSA and baseline. 
STRETCH 2 = The difference between target with PSA and target without PSA. 
N_TGTS = Number of LPSA targets in the service area (e.g., Education, Social Services).
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Significantly Better Significantly Worse No Significant

Performance Performance Difference

TARGET 13 1 11
(52%) (4%) (44%)

STRETCH 1 14 4 7
(56%) (16%) (28%)

STRETCH 2 14 2 9
(56%) (8%) (36%)

N_TGTS 21 37 17
(25%) (52%) (23%)



Appendix 4 – Annex 1

Model and Estimation Methodology

We constructed the following empirical model to estimate the impact of a target on local
service improvement:

Pit = �0 + �1TARGETit + �2STRETCHit + �3N_TGTSt + �4Pi(t–1) + �5Pi(t–1)
2

(+) (+) (–) (+) (–)

+�
146

d=1
�dLA_DUMMYd(it) + �it

where the �s and �d are coefficients and �it is the error term for the equation. The
expected signs of the coefficients for the explanatory variables for which we have
directional hypotheses are displayed below the equation. Target, Stretch and N_TGTS
are defined in table 1; P is performance on an LPSA indicator; LA_Dummy is a set of
categorical variables for each authority in the data set.

We have pooled all the cases for each indicator across the years 2000 to 2003. This panel
data model allows us to examine issues that could not be studied in either
cross–sectional or time–series settings alone (Greene 2003). The three main estimation
techniques for panel data are a pooled model, fixed–effects model and random effects
model. The major distinction between the three methods lies in their assumptions. The
pooled model assumes no differential effects from individual units (local authorities). In
contrast, both the random effects model and the fixed effects model can handle
individual unit effects. The former assumes no correlation between the individual units
(unobserved fixed effects) and explanatory variables (observed effects) whereas the
latter does not assume this.

Diagram I: Discrimination Tests for the Panel Data Model

We need to run two discrimination tests before applying a fixed effects model, as shown
in Diagram I. Firstly, we apply a F test to diagnose whether fixed effects are present. The
inclusion of fixed effects allows each local authority to have a unique intercept instead
of one common intercept (as in the pooled model). The null hypothesis for the F–test
can be expressed as:

�1 = �2 = … = �146 = 0
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Fixed Effects
Model

Pooled
Model

F test 
Outcomes Hausman test



which means the coefficients of the local authority dummies are jointly equal to zero. 
If this test rejects the null that fixed effects are zero, we can reject the pooled model.
Next we apply the Hausman test, which is the classical test for discriminating between
fixed effects and random effects models. This test compares the covariance matrix of the
regressors in the fixed effects model with those in the random effects model, under the
null hypothesis that there is no systematic difference between the two covariance
matrices. If the null is rejected, the fixed effects model is superior to the random effects
model.

We cannot assume that the observations are identically and independently distributed
across local authorities and over time. Heteroskedasticity is the cross–sectional problem
that we need to address. The consequence of this problem is biased standard errors of
the coefficients and, in turn, misleading t–statistics. The chance of encountering
heteroskedasticity across a panel of local authorities is much higher than that in
non–panel data. Therefore, we use a Modified Wald test (Greene 2003) to diagnose
heteroskedasticity across individual groups, with the null hypothesis of
homoskedasticity. A time series problem that plagues panel data is autocorrelation. This
results in underestimated standard errors and thus unreliable t–statistics for the
coefficients. We run the first order Arellano–Bond (1991) autocorrelation tests to
diagnose the error structure. The null hypothesis of the test is the absence of serial
correlation across certain lags. 

The presence of heteroskedasticity and autocorrelation calls for the application of
robust panel model regression. This provides robust standard errors for computing
reliable t–test statistics for the estimated coefficients. The most popular robust standard
errors used in econometrics are the White standard errors (White 1980) and
Newey–West standard errors (Newey and West 1987). The former can deal with
heteroskedasticity, and the latter are robust in the presence of both heteroskedasticity
and autocorrelation. We performed robust panel data regressions and diagnostic tests
with STATA 8.
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Appendix 4 – Annex 2

Descriptive Statistics for the Performance Indicators

Note:

a BVPI 2000–2001
b BVPI 2002–2003
c BVPI 82a & b
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BVPI/DH PAF Variable N Mean Std. Dev. Min. Max.

BVPI 40 KS24E 600 74% 5% 59% 97%

BVPI 41 KS24M 600 71% 5% 59% 89%

BVPI 181a KS35E 596 65% 8% 41% 90%

BVPI 181b KS35M 596 66% 8% 40% 97%

BVPI 181c KS35S 596 63% 10% 31% 100%

BVPI 38 GCSE5AC 596 48% 9% 24% 88%

BVPI 46 UNAUTH1a 296 0.53% 0.36% 0.06% 1.89%

BVPI 45 UNAUTH2a 295 1.17% 0.66% 0.00% 3.50%

BVPI 46 UNAUTH1b 298 5.93% 0.80% 0.00% 8.20%

BVPI 45 UNAUTH2b 296 8.63% 1.17% 2.11% 12.40%

BVPI 50 LAC_G1AG 592 43% 13% 0% 83%

BVPI 161 LAC_ENGAGE 394 51% 13% 19% 91%

DH PAF C24 LAC_TRUANCY 539 12.7% 5.6% 0% 36.1%

BVPI 163 ADOPTION 556 24.54 18.22 0.00 141.00

DH PAF C18 WARNING 505 3.1% 1.4% 0% 10.5%

DH PAF C28 OLDCARE 595 11.93 6.26 0.12 34.40

DH PAF C32 HOMEHELP 596 89.84 28.15 35.00 215.00

DH PAF A5 EMERGENCY 422 2.0% 5.0% -19.2% 18.7%

DH PAF C26 ADMISSION 596 107.27 24.06 43.90 223.30

DH PAF C33 OLDFALL 438 20.91 5.80 0.00 37.07

BVPI 126 BURGLAR 548 19.84 10.30 6.20 64.75

BVPI 128 VEHICLE 547 16.98 12.37 0.00 96.18

BVPI 97 ROAD_DEF 537 16% 13% 0% 79%

BVPI 99a ROAD_KSI 587 69.98 40.00 21.00 617.00

BVPI 82 WASTEc 591 13% 6% 1% 35%

BVPI 106 NEWHOME 455 78% 23% 8% 100%

BVPI 157i ESD 438 52% 19% 5% 100%
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