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ABSTRACT

Standardized performance measurement across local authorities is a recent develop-
ment in Benmark but of much older date in England. In order to provide insights that
can qualify work and thought on the so-called national indicators in Denmark, KREVI
has reviewed an extensive but probably not exhaustive literature on the English CPA-
system for measuring local council performance. This literature mainly highlights
negative effects of CPA. We can not conclude that the effects of CPA have mainly been
negative, but we can say that there have been important negative effects and that
many of the effects are acknowledged by central government. Avoiding these negative
effects will be an important challenge in both England and Denmark.
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1 BACKGROUND

Measuring and documenting the performance of the public sector has been on the
agenda for several years in Denmark as well as in most other countries. Increasingly,
public bodies are focusing on the results that their activity has for citizens.

Atthe local level most Danish municipalities measure the results of their activity, but
the methods and scope of performance measurement vary from one organization to
the other. The most recent development is a move towards more standardized per-
formance measurementacross municipalities. An important element of this move is
the mutual agreement between central government and Local Government Denmark
(LGDK - interest group and member authority of Danish municipalities] to develop a set
of so-called national performance indicators. Twenty-three indicators related to care for
elderly people have already been developed, and further work is underway in the area
of social care for children.

The new indicators are ‘national’ in the sense that all municipalities will be scored on
each indicator. In this way they provide local authorities with a means of setting
benchmarks and targets for service improvement, local electors with a basis for judg-
ing the comparative performance of their council, and central government with a
mechanism for monitoring and regulating local government.

The development of national performance indicators is presented by both central gov-

ernment and LGDK as a means of preserving and extending local freedoms in the plan-
ning and delivery of public services. Increased and improved performance documenta-
tionis exchanged for local liberties, so to speak.
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2 PURPOSE

Whereas the move towards standardized performance measurement across local au-
thorities is a recent development in Denmark, itis of much older date in other coun-
tries. One example is the United Kingdom, where national performance indicators have
been used since 1993. Since 2002 these indicators have formed part of a wider per-
formance assessment scheme for British local authorities called Comprehensive Per-
formance Assessment (CPA).

The purpose of this paper is to present the averall content of CPA and to discuss its ef-
fects. Ouraim is to provide insights that can qualify work and thought on national indi-
cators in Denmark.

The paper draws exclusively on literature already published on CPA - academic articles
as well as reports from the Audit Commission, the organization responsible for carrying
out CPA. Thatis, we do not produce and analyze primary data, butinstead try to sum-
marize existing data and analyses.
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3 ANOTE ON THE STRUCTURE OF BRITISH LOCAL GOVERNMENT

From the 1970s to the 1990s Britain had a two-tier model of local services provision
whereby county and district councils assumed split responsibility for services. In the
1990s the view of central government was that this two-tier model was inefficientand
confusing, and that the county councils were too remote from those they served. The
government therefore decided that county councils should be abolished and their
functions transferred to district councils, with some of the smaller districts being
merged. In Scotland and Wales this is exactly what happened. In England, however,
there was a process of local consultation which led to the single tier model being im-
plemented in some places but rejected in others. Where single tier councils were im-
plemented, they were called unitary authorities.

The resulting structure is anything but clear. England now has 114 unitary councils, 34
county councils and 238 district councils. Unitary authorities are responsible for the
complete range of services, from education and social welfare to environmental pro-
tection, housing, and leisure. In the two-tier system, in turn, county councils provide
education, welfare and environmental protection, and district councils provide hous-
ing, waste collection and leisure (Haubrich and McLean, 2006b, pp. 272-273).

British local authorities are responsible for about a quarter of all public spending in the
UK. About a quarter of this spending is financed through local taxation, and three quar-
ters through transfer payments from central government (McLean et al, 2007, p. 111).

Compared to Denmark, the UK has mare central government inspection of local activi-
ties. There are a total of 11 main inspectorates covering education, social care and
otherareas. Monitoring local government in England alone costs 2.5 billion pounds,
which includes an estimated 700 million pounds for the existing service inspector-
ates, but excludes the costaccruing to local authorities themselves. This cost of audit-
ing local government amounts to 2.1 percent of the expenditure audited (Haubrich and
MclLean 2006b, p. 272).

The CPA framework is only used for English local authorities. Wales and Scotland have
opted for different assessment frameworks, which will not be discussed in this paper
(the UK government does not oversee local government in Wales and Scotland, where
itis the responsibility of the devolved administrations in each country]. In England,
CPAwas initially introduced for unitary and county councils only. | 2005 a tailored
framewaork for district councils was also implemented, but the focus here will be exclu-
sively on the framework for unitary and county councils.
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4 THE USE OF PERFORMANCE INDICATORS IN THE UK — A BRIEF OVERVIEW

In the UK, performance indicators are used in several co-existing frameworks. Some of
the more important ones are described shortly in this chapter, so as to put CPAinto its
proper context.

4.1 The Audit Commission

Indicators in the UK are collected and published by the Audit Commission, an inde-
pendent body created in 1983 to perform the task of checking not only that public
money is spent forauthorized purposes, but also that the investment is done effec-
tively and efficiently. With its 2500 employees, the Audit Commission today is the
regulatory arm of central government in relation to local government (Haubrich &
McLean, 2006b, p. 274).

4.2 Best Value Performance Indicators

The Local Government Act 1999 introduced the duty of best value, which requires local
authorities to seek to achieve continuous improvement by considering the efficiency,
effectiveness and economy of their service delivery. From 2000 the Audit Commis-
sion’s indicators were consequently renamed Best Value Performance Indicators, as
they indicate whether local authorities are achieving best value and improving per-
formance [Department for Communities and Local Government, 2007¢). With the
change of name, the number of indicators was reduced from 195 to 105 (Boyne,
2002, p. 22).

The best value measures of performance are set by central government departments
against key service delivery areas. The data is collected and audited annually by the
Audit Commission. There are currently a total of 90 Best Value Performance Indicators.
National targets, called performance standards exist for three indicators only. For all
otherindicators local authorities have to set local targets themselves. The duty of Best
Value is to achieve continuous improvement, so where councils are setting their tar-
gets, they should aim to improve their performance year on year, and set a target that
reflects an increase in performance. Each local authority is obliged to publish their Best
Value Performance Indicators in an annual Best Value Performance Plan.

4.3 Local Public Service Agreements and Local Area Agreements

The use of Best Value Performance Indicators is complemented by the use of volun-
tary Local Public Service Agreements in which local authorities negotiate challenging
targets with central government. These include twelve targets for specific improve-
ments in performance, which can run across the full range of local services. Financial
rewards, paid directly by the government, are associated with the achievement of
these targets. Almost all local authorities have elected to negotiate a Local Public Ser-
vice Agreement.

In 2004 Local Area Agreements were introduced. They are obligatory three year
agreements that set out the priorities for a local area agreed between Central Govern-
ment and the local area, represented by the local authority/authorities and other key
partners. Agreements focus on a collection of goals across a range of services which
can relate to either national or local priorities.

Performance targets and performance indicators are a central part of both Local Public
Service Agreements and Local Area Agreements.
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4.4 Comprehensive Performance Assessment

In a Local Government White Paper issued in December 2001 (Strong Local Leader-
ship — Quality Public Services) central government set out its commitment to assess
the overall performance levels of local authorities via a Comprehensive Performance
Assessment process. The CPA process, which has been undertaken by the Audit
Commission since 2002, measures local authority performance against Best Value
performance levels and other performance targets, inspection and audit reports, a cor-
porate governance assessment and self-assessments by the local authority. Perform-
ance indicators are thus only one of many elements in the CPA process. The end result
is a categorization of local authorities into 5 classes: 0 to 4 stars, with 4 stars being the
best performing category. New ratings are produced every year.

Best Value Performance Indicators are used in CPA, along with multiple other perform-
ance indicators, but still existin their own right. Local authorities still have to set tar-
gets for each indicator and publish results on an annual basis in their Best Value Per-
formance Plan. Local Public Service Agreements and Local Area Agreements also co-
existwith CPA.

As the most recent ambitious and overarching attempt at performance assessment,
CPAis the natural focus of most scholars, and of ours as well.
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5 THE CPA FRAMEWORK

5.1 The introduction of CPA

The stated aim of CPA was to shift ‘focus to the assured delivery of outcomes through a
national framework of standards and accountability, and away from controls over in-
puts, processes and local decisions’. The new performance framework was therefore
accompanied by what central government presented as ‘a substantial package of de-
regulation’ (Department for Transport, Local Government and the Regions, 2001, p.
10).

Information from comprehensive performance assessment was expected to lead to:

. targeting of support and inspection resources according to councils’
strengths, weaknesses and needs;

. clearandconcise public information about councils’ performance

. targeting of additional freedoms to councils with the capacity and track re-
cord to make best use of them for their communities;

. easier identification of poor performance and earlier action by councils and
others to tackle it;

«  better informed negotiations on Local Public Service Agreements (Depart-
ment for Transport, Local Government and the Regions, 2001, p. 24).

CPA was intended to draw together and summarize information from a long list of exist-
ing performance assessments in the form of audit reports, service inspections and
performance indicator data. The end result would be a ‘balanced scorecard compiled
by the Audit Commission with assistance from other inspectorates and bodies with an
assessment role’ (Department for Transport, Local Government and the Regions,
2001, p. 27). The development of CPA did not mean the abolition of existing inspec-
tions. Thus, each authority’s performance on key services would still be identified
separately using the appropriate inspectorates’ assessments.

In line with central government’'s commitment to Best Value, local councils were ex-
pected to progress up the performance spectrum. Successive comprehensive per-
formance assessments would show which councils were making such progress. They
would also show if any councils were standing still or sliding down the performance
spectrum.

5.2 Built-in incentives

As mentioned above, special freedoms are rewarded to councils with a good CPA per-
formance record. These incentives include:

. the elimination of “ring-fencing” from most governmental grants to the local
authority, which allows the latter to spend money on those areas it (rather
than central government) deems most appropriate;

. athree-year exemption from subsequent audit inspections (termed ‘inspec-
tion holiday’};

. an exemption from having a “cap” imposed on the authority’s planned ex-
penditure and the level of council tax it is allowed to raise from its taxpayers;
and

. the freedom not to have to submit detailed service plans to central govern-
ment for approval. These rewards are collectively known as ‘earned auton-
omy’ (Haubrich & Mclean, 2006b, p. 275).

Conversely, poor performing councils can expecta comprehensive programme of
tighter and more frequent inspections, which can go as far as the imposition of exter-
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nal monitoring boards that will meet at three-monthly intervals and scrutinize the au-
thority’s progress on a continuous basis (MclLean etal, 2007, p. 111).

5.3 The content of CPA

The CPA framework pulls together a range of information to reach an overall judgement
on a councils’ performance. As of 2007 the framework has four main components:

. Aservice assessment;

. Auseofresources assessment;
«  Acorporate assessment; and

. Adirection of travel assessment

The three first components are scored individually, after which the scores are brought
together by the Audit Commission in order to categorize councils according to their
overall performance. Councils are categorized into 5 classes: 0 to 4 stars, with 4 stars
being the best performing category. New ratings are produced every year

The direction of travel assessment is reported alongside the CPA category to indicate
the progress being made towards achieving improvement. Four labels are used: Im-
proving strongly; improving well; improving adequately; not improving adequately or
notimproving.

In Audit Commission reports on council performance the two types of categorizations
are reported alongside each other. Forinstance councils can be reported as “improving
well and demonstrating 3 start performance” or “not improving adequately and dem-
onstrating 1 star performance”.

The four basic elements in CPA are explained below.

Service assessment

The annual service assessments assess councils’ services using national perform-
ance information, including Best Value Performance Indicators, combined with inspec-
tion judgements where they exist. Existing information from other inspectorates is
used in the process.

Six service areas are scored individually:

«  Children and young people;
«  Social care (adults);

. Housing;

. Environment;

«  Culture; and

. Benefits.

The assessment score (1-4] for each service is determined by combining a score for
the performance indicator set with a score for any relevant service inspections.

PERFORMANCE INDICATOR SCORE

Performance indicators are brought together from a range of sources. Best Value Per-
formance Indicators form an important part of this indicator set, but many more indica-
tors are used.

In order to distinguish between the relative levels of performance, the result for each
indicator is compared against pre-determined threshaolds. Two thresholds are used for
each indicator — a lower and an upper threshold. Where there are national standards or
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targets that have been determined or endorsed by central government, achievement
or progress towards the standard or target is used to set the thresholds. In other cases
the default thresholds are linked to the lower and upper quartiles.

The distribution of indicators that are below the lower threshold and above the upper
threshold is used to determine the performance indicator score for each of the six ser-

vice areas, as setout in table 1.

Table 1: Performance indicator score of each service area

Performance Distribution of performance indicators
indicator score
4 No indicators at or below the lower threshold and
35 per cent or more indicators above the upper
threshold
3 No more than 15 per cent of indicators at or below

the lower threshold and 25 per cent or more indi-
cators at or above the upper threshold
2 Any other combination

1 35 percent or more indicators at or below the
lower threshold

Many different types of indicators are used. Some focus on outputs and others on out-
comes. Some indicators measure procedural compliance with certain criteria, while yet
others focus on cost-efficiency (e.g. cost per visitin local libraries).

Examples from the environment service assessment are (Audit Commission, 2006b]:

. Cleanliness of public places (based on self-monitoring)

- C(itizen satisfaction with the cleanliness of public space

. User satisfaction with waste collection, recycling, waste disposal and bus
services

«  Condition of roads

«  Reducingkilled and injured road casualties

. Percentage of pedestrian crossings with facilities for disabled people

. Compliance against best practise checklist for environmental health

. Tonnage of waste per head of population

SERVICE INSPECTION SCORE

Inspection scores are converted to a scare of 1-4 for the purposes of the CPA service
assessments. If more than one inspection has been carried outin a service area, the
inspection scores are weighted according to specific guidelines.

OVERALL SERVICE ASSESSMENT SCORE

The weightings that apply to the performance indicator element and the inspection
elementvary between the different services and authority types. A threshold is applied
to the combined weighted score to determine the overall 1-4 service assessment
score. A local council scoring 2 overall is said to be ‘performing at minimum require-
ments’ (Audit Commission, 2007a).

Use of resources assessment

The assessment s conducted annually in all councils by local auditors. It provides a
judgement on how well a council manages and uses its financial resources. The as-
sessment covers five themes: financial standing; financial reporting; and financial
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managementas well as a view on the internal control mechanisms and value for
moneuy. Itincludes a self-assessment by the councils of their performance in achiev-
ing value for money. The self-assessments provide the opportunity for councils to ex-
plain the rationale behind local decision making and prioritisation.

Judgements are made for each theme on a 1-4 scale and the scores are then com-
bined, using a set of rules, to produce an overall use of resources score.

Corporate assessment

Each council will have a corporate assessment over a three year period. The corporate
assessment focuses on the importance of a sound corporate ‘engine’ to drive good
services. [tmeasures how effectively the council is working corporately, and with its
partners, to improve services and deliver improved outcomes for local people. The as-
sessmentis carried out by an inspection team consisting of six people, including Audit
Commission officers, a peer officer and a peer councillor.

The following themes are covered in the assessment: the councils’ ambition for the
community; its prioritisation; its capacity; its performance management; and its
achievement.

Direction of travel assessment

The direction of travel assessment is an annual judgement which provides information
on whethera council is complying with its duty of making arrangements to secure con-
tinuous improvement (the duty of best value). Itis carried out by an Audit Commission
officerand indicates how likely the council is to improve in the near future. It seeks to
answer the following questions:

«  Whatevidence is there of the council improving outcomes?
- How much progress is being made to implement improvement plans to sus-
tain future improvement?

The starting point for the direction of travel assessment s a self-assessment by the
council. The information and evidence it provides help to inform the judgement made
by the Audit Commission officer.

Determining overall CPA categories

The overall CPA score is arrived at by applying a complex set of rules to the service as-
sessment scores for the six service areas, the use of resources assessment score and
the corporate assessment score. The rules table for categorisation is shown in appen-
dix 1. Of the six service areas, two are given special weightin calculating the overall
CPA score. These so-called level 1 services are ‘children and young people’ and ‘social
care (adults)’.

The CPA framework is depicted graphically in figure 1 below.
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Figure 1: The CPA framework

Direction of travel
Improving strongly

Improving well

é Use of resources o /Corporate assessment |
Financial reporting CPA category Ambition
Financial management y : :‘:rr: ¢ | Prioritisation
Financial standing 2 S,Hr; Capacity
Internal control Performance management
Value for money Achievement

_/ _/

| L

Children Social
and young care
people (adults)

D Level 1 services Level 2 services ‘i
*Applicable only to those 16 councils with responsibility for fire and rescue.

Source: Audit Commission
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6 EFFECTS OF THE CPA FRAMEWORK

When analyzing the effects of the CPA framework, we draw on three sources of infor-
mation: Reports from the Audit Commission, academic articles, and user judgements
from the English local councils, as expressed in consultation responses, qualitative in-
terviews with academic writers etc.

6.1 Views of the Audit Commission

The Audit Commission has published many reports on CPA, most of which are available
on the organization’s website. We have not, however, encountered any Audit Commis-
sion evaluation of the CPA and its positive and negative effects. All the encountered re-
ports are rather descriptive; they describe the system as itis or as it will be after im-
plementation of proposed changes. Changes are typically presented as refinements or
optimizations of the framework, and little time is spent on any problems that the
changes might be addressing.

[tis clear, however, that the Audit Commission considers CPA an overall success. Back
in 2002 the chair of the Commission went as far as considering the first round of CPA ‘a
phenomenal success’ (Wilson, 2004, p. 65). The following quotations illustrate the
way the Commission presents the merits of CPA in its reports.

‘Over the last three years, council services have improved significantly, and
CPA is acknowledged to be one of the catalysts for this’ [Audit Commission,
2005b, p. 2].

‘[CPA] is an effective tool for categorising councils because it assesses per-
formance from various perspectives in a consistent and comparable way.
CPA has had, and continues to have, a significant impact on local govern-
ment’ (Audit Commission, 2005b, p. 5).

Looking for other sources of information on the effects of CPA, we have encountered
several articles, mostly academic, all of which hold a rather critical view on CPA. Some
of the articles are partly based on interviews with local council officers and audit com-
mission officers. Further information on local viewpoints has been obtained from an
Audit Commission summary of consultation responses from local councils (2005a)
and from surveys carried out for the Local Government Association (LGA).

6.2 Negative effects of CPA

The academic articles and local council consultation responses focus primarily on
negative effects of CPA. Most points of criticism relate to the alleged poor validity of the
performance measures used in CPA. Negative behavioural effects of this poor validity
are also highlighted.

Poor indicators of performance

Several performance indicators are considered poor measures of local council per-
formance by both academic writers and many local councils. Thatis, the measures are
criticized for not measuring what they are intended to measure.

For example, the indicator ‘Number of visits to the library’ is said to say little about the
authority’s performance if the library’s stated mission is to provide as much informa-
tion as possible via the Internet. Similarly, the indicator ‘Number of hostels for the
homeless’is of only limited value if itis the authority’s stated mission to have no hos-
tels at all (but instead provide the homeless with proper temporary accommodation)
(Haubrich & McLean, 2006b, p. 277). This presumes, of course, that temporary ac-
commodation is professionally deemed a solution on par with hostels.
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In consultation responses, councils often suggest alternatives to Audit Commission
indicators. Within each service area, typically more than 50 per cent of councils want
to see other indicators included (Audit Commission, 2005a].

Measuring local constraints rather than local performance

A general criticism directed at the performance indicators used in CPAis that they do
not take into account the effects of various background factors that a local authority
can neither control nor be blamed or praised for, such as demographic, socio-
economic and geographic characteristics and resource constraints. Several studies
have found significant statistical correlations between indices of deprivation and local
authorities’ scores on individual performance indicators as well as their overall CPA
scores (for an overview of these studies, see Haubrich & McLean, 2006a). Instead of
measuring differences in performance, CPA scores might partly reflect differences in
levels of deprivation among local councils.

McLean etal (2007, pp. 115-116) point out that one specific CPA performance indica-
toris actually used for measuring an authority’s level of deprivation when allocating
central government grants to local authorities. This indicator is ‘percentage of pupils in
the authority doing well in key stages 2, 3 and 4’ (A key stage is a stage of the educa-
tion system in the UK setting the educational knowledge expected of students at vari-
ous ages. Key stages 2, 3 and 4 cover pupils aged between 7 and 16 years).

Deprived areas receive larger central grants due to higher estimated spending needs. A
contradictory incentive mechanism thus emerges to which authorities are exposed: Ei-
ther they can choose to improve the authority’s schools obtaining a higher CPA score
but a lower deprivation score. This would result in greater ‘earned autonomy’ of decid-
ing how best to spend central grants, butalso in a lower total grant. Or they can let the
schools deteriorate, obtaining a higher grant (due to a higher deprivation score] but
less autonomy to spend it (due to a lower CPA score).

In the face of the criticism concerning socio-economic and other background factors,
the Audit Commission initially maintained that it was not any harder (or easier) for an
authority in a deprived area to score highly in CPA than for an authority in a prosperous
area (McLean etal, 2007, p. 116]. Butin 2005 the Commission began adjusting a
small number of its performance indicators for levels of deprivation. In subsequent
consultation responses, a majority of local councils found that the Commission did not
go far enough in this respect and that more indicators should be adjusted for depriva-
tion (Audit Commission, 2005a].

Inits most recent annual performance report, the Commission states thatitis under-

taking research to examine the impact of local factors on councils’ performance. This

research will, according to the Commission, help to inform the future approach to per-
formance information (Audit Commission, 20074, p. 48). Itwould thus seem that the
Commission is increasingly addressing the criticisms concerning local constraints on
council performance.

Mixed views on inspections as an assessment tool

As described in section 6.3, the service assessment part of CPA consists of a service
inspection score in addition to the performance indicator score. And the corporate as-
sessmentand use of resources assessmentalso rely on inspection activities. Views
on inspections as an assessment tool are mixed among local autharities.

An important strand of criticism relates to the costs associated with inspection activi-
ties. Not least the costs in local authorities, some of which have received visits from
seven differentinspectorates and auditors within a six-month period, according to
Haubrich & McLean (2006, p. 276). A survey on the impact of inspection regimes,
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conducted for LGA in 2004, found that during the financial year 2003/2004 preparing
and undertaking inspections and audits in a council took on average 597 staff days. In
the same survey 63 per cent of councils agreed that the cost of inspection massively
outweighed the benefits gained. In other words, that the inspection regime did not de-
liver value for money. 80 per cent of councils felt that inspection and audit regimes
were notwell co-ordinated (LGA 2005).

Perhaps in order to accommodate this criticism, in 2005 the Audit Commission imple-

mented some changes in CPA with the aim of reducing inspection activities. Corporate

assessments would now be better coordinated with other inspections, and the inspec-
tion element of the service assessment would have its weighting reduced vis a vis the
performance indicator element, reflecting a reduced number of inspections, butalso a
desire to put greater focus on actual outcomes (Audit Commission, 2005c).

This change received general acceptance from councils in consultation responses, but
there was recognition and concern expressed by many about the limitations of the
new approach. Concerns raised included that:

. the approach would fail to provide a rounded picture of council performance;

< anassessment based entirely on performance indicators might be a tick-box
exercise, rather than a thorough assessment of service delivery;

. anassessment based entirely on performance indicator data might fail to
adequately take account of local context/conditions; and

« asystem based entirely on performance indicators might rely too heavily on
imperfect, un-audited, data (Audit Commission 2005a).

The concerns raised show that many councils find that inspections add important
qualitative elements to the assessment framework. On the other hand, some councils
are sceptical of the many value judgements involved in determining inspection scores.
Scores are often given for attributes that are very difficult to measure, including ‘ambi-
tion’ and ‘prioritisation’, and some councils feel that inspectors’ preconceptions of the
council affect their judgements on council performance (Haubrich & McLean, 2006b,
p. 278]. Moreover, an LGA survey from 2003 showed that over half of local council
chief executives felt that the assessment process in the first round of CPA was harmed
by an insufficient number of qualified inspectors (LGA, 2003, p. 4).

Arbitrary and simplified overall scores

The overall CPA score is, of course, no more valid than its different components. But the
many rule based categorizations that lead to the overall score are criticized independ-
ently for being as arbitrary as the individual indicator thresholds. Furthermore, the
rules thatlead to the overall scores are considered so complex that the scores become
almostimpossible to interpret for the citizen.

On a more general level, many writers are sceptical of the belief that the quality of a di-
verse range of services provided by large and complex organizations can be accurately
reduced to a single star rating. Following a detailed investigation of local authority per-
formance indicators, Boyne concludes that ‘performance is not driven by the general
characteristics of local councils, but by the circumstances, organization or ethos of
specific service departments. Itis therefore inappropriate to categarize councils into
‘high performing’ and ‘low performing’ groups across all services’ (quoted in Wilson,
2004, p. 66).

In a similar vein, Haubrich & McLean point out that many good ideas can be learned
from badly performing authorities (in overall CPA terms). They find several examples of
councils that enjoy ‘beacon status’ for their performance on areas such as race rela-
tions or business planning processes, but receive low overall CPA scores. They con-
clude that CPA scores do not appear ‘to capture how progressive an authority is or to
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what extentitis a ‘learning organization’, characteristics deemed crucial for many pol-
icy makers’ (Haubrich & McLean, 2006, p. 278].

Empirical inconsistencies

The validity of overall CPA scores is further challenged by two empirical inconsisten-
cies. The first one concerns a lack of consistency between the two main measures in
CPA, the measure of current overall performance and the measure of likelihood to im-
prove in the near future (presently termed ‘Direction of travel’ but until 2005 ‘Ability to
improve’). Thus, Haubrich and McLean (2006b] do not find any significant correlation
between the ability-to-improve score in 2002 and the absolute changes observed in
CPA scores between 2002 and 2003 and between 2002 and 2004, respectively. In
other words, the ability to improve score is a poor predictor of subsequent actual im-
provement, as measured in the overall CPA scores. This raises questions about the va-
lidity of both measures. The tendency (a very weak one] is actually for councils with
low ability-to-improve scores in 2002 to improve the mostin subsequent years.

The second inconsistency stems from the Audit Commission’s most recent annual
performance report. On the one hand local councils continue to improve their overall
CPA scores (this has been a general trend from the onset of CPA]. Seventy-nine per
cent of councils thus achieve 3 or 4 star performance, a 9 per centimprovement from
2005, and for the first time since CPA began in 2002, no councils are in the bottom CPA
category (Audit Commission, 2007a). A basket of Best Value Performance Indicators,
designed to give a balanced picture of performance over time, also shows councils
have improved by 15.1 per centbetween 2000/01 and 2004/05, and that the worst
performers have improved faster than the rest (Department for Communities and Local
Government, 2007a, p. 115).

On the other hand, the Audit Commission performance report finds that overall citizen
satisfaction with local councils has continued to decline. In 2000/01 satisfaction with
councils was 61 per cent falling to 53 per centin 2003/04 and 51 per centin
2006/07.In 2006/07 only 20 per cent of residents felt that the way their council was
running things had improved in the last three years. The Audit Commission does not
comment on this inconsistency, but one possible explanation is that the general im-
provementin CPA scores does not reflect actual improvements in council performance.
Other explanations are possible, though (e.g. rising public expectations), and it should
be noted that satisfaction with many individual service areas is actually improving
(Audit Commission, 20074, p. 47).

Negative behavioural effects

Academic writers also stress some general behavioural problems associated with per-
formance metrics. Itis pointed out that all performance indicators, and especially bad
ones, are subject to strategic behaviour or ‘gaming’. While targets are achieved, this
may simply be the result of learning to play the game rather than addressing the
needs of the task in hand. Forinstance targets can be achieved at the cost of signifi-
cantbutunmeasured aspects of performance.

Gaming of this kind was detected by McLean et al (2007] with an output indicator that
is used to measure the extent to which an authority succeeds in promoting its leisure
facilities to the public, namely the ‘number of swims per square foot of pool area’. The
effort can be gamed in either of two ways:

«  Closing all of an authority’s pools except one, which the die-hard swimmers
would eventually have to be content with

«  Allocating pool slots to members of swim clubs (whose lane-swimming dis-
cipline allows for greater usage of each lane), at the expense of swimming
lessons or general sessions for the public (which would require considerably
more pool space per activity).
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In both cases, the public would experience some deterioration in service quality, which
should be reflected accordingly in the metric measuring this performance. Yetin both
cases the performance indicator actually used would go up.

Wilson (2004, p. 64) speaks of ‘targetology’ when a narrow focus on specific targets
adversely affects other aspects of service delivery.

A different form of gaming is so-called ‘threshold effects’. Threshold effects refer to the
effects of targets on the distribution of performance, putting pressure on those per-
forming below the target level to do better, but also providing a perverse incentive for
those doing better than the target to allow their performance to deteriorate to the
threshold, and more generally to crowd performance towards the target.

McLean etal (2007] found evidence that some councils give priority to ‘quick win’ ac-
tivities. These are measures that make the council move up a category on a particular
indicator without incurring too much effort. This approach is, according to McLean et al,
possible because the CPA regime stipulates for many indicators not only a numerical
value of performance to be achieved butalso the types and format of documentation
that need to be produced or processes to be shown in place. Improving the ranking
therefore becomes possible by simple [sometimes one-off] administrative adjust-
ments, without improving the underlying performance. McLean et al speak of ‘proce-
dural compliance’ when councils go through the motions of producing the documents
and data necessary to satisfy the procedural requirements for attaining a higher score
on a specific indicator, without actually improving the quality of the underlying service.

Charles Goodhart, former chief economist of the Bank of England, has summed up the
problems with targets and gaming in a famous one-liner: ‘When a measure becomes a
target, it ceases to be a good measure’ (Haubrich & McLean, 2006b, p. 277).

Increased focus on processes rather than outcomes

In line with the observations on ‘quick win’ activities and procedural compliance, Hau-
brich & McLean (2006, p. 277] find that CPA has led to a refocus on organizational
structure, systems, and processes, apparently at the expense of a focus on outcomes
and user satisfaction. This finding is quite contrary to the stated aims of CPA, which are
to increase focus on outcomes and user satisfaction at the expense of a focus on sys-
tems and processes.

Dead-weight rather than springboard

The Audit Commission has stated that it intends CPA ‘to act as a springboard for ... an
improved quality of life for local people’. Wilson (2004, pp. 65-66) fears that the overall
labels of CPA will instead actas a dead-weight, inhibiting an authority’s improvement
prospects and influencing external perceptions of the council and the locality. Accord-
ing to Wilson, a poor rating might have adverse effects on ‘employee morale, recruit-
ment and retention and perhaps the perceptions of business and the public on the
‘quality’ of the authority and the locality as a place in which to live, work and do busi-
ness’. Broadbent (2003, p. 7] adds that the provision of information to the citizen
might not necessarily lead to pressure for good services but simply to anxiety with lit-
tle possibility of action.

Perhaps the dead-weight fears regarding public ratings are exaggerated, though, owing
to the fact that the general public does not seem to know even the overall rating of their
local council. According to The Guardian (December 15, 2004), barely 5% of the elec-
torate spontaneously recalls the CPA outcome for their authority.
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Minimal room for local priorities and few local freedoms

Many councils find that CPA leaves minimal room for local priorities. It is argued that
the setting of lower and upper thresholds for performance indicators pushes councils
to give priority to activities they would not otherwise have emphasized, given their lo-
cal characteristics and needs (Audit Commission, 2005a, 4.

The setting of many indicator thresholds on the basis of lower and upper quartiles is
furthermore criticized for being arbitrary and unfair to councils. Thus, a general im-
provementin all councils will not change the number of councils scoring below mini-
mum or acceptable standards (Audit Commission 2005a: 5).

Many councils are also disappointed with the amount of deregulation and local free-
doms associated with CPA. According to some, the initial aim of ‘earned autonomy’ has
slipped off the agenda, for when autharities succeed in improving their performance
ratings, no greater autonomy or lighter touch inspections have allegedly been granted
in return. Some councils attribute this to the fact that the assessment results are not
only influenced by an authority’s ‘real’ service performance, but also by the views that
central government officials and auditors have formed over many years prior to any of
the recent CPA exercises (Haubrich & MclLean, 2006b, p. 278).

6.3 No positive effects?

Many negative effects of CPA have been highlighted in the previous section. Are there
no positive effects then? The Audit Commission obviously believes so, but we have not
found any documents where its generalized positive statements are explained in more
detail. This problem might be addressed via future interviews with Audit Commission
officers. Interviews with central government politicians might also be relevant, as they
are important stakeholders in relation to CPA, together with local councils.

For the present, we have been limited to available written material on the effects of
CPA, and both academic articles and consultation responses from councils focus
mostly on negative effects. However, some positive effects are mentioned.

Based on extensive interviews with local council and Audit Commission officers, Hau-
brich and McLean (2006b, pp. 276-277] find that CPA has helped in sorting out some
very poorly performing authorities through the setting of ‘bottom line” minimum stan-
dards, in-depth guidance, additional monitoring boards for failing authorities, and peer-
counselling. The measures are regarded by interviewees as necessary steps to get
these authorities to a state they would otherwise not have reached.

The same authors find that the publication of assessment results has increased the
pressure of accountability on local councils. They further state that not only top man-
agers, but also more junior and frontline members of staff, have been motivated by
CPA, as they identify with the CPA ratings their employer achieves.

Despite much scepticism among local councils, itis also worth noting some more posi-
tive tones. A survey of local authority chief executives and leaders, conducted for LGA
after the first round of CPA, found that around three quarters of chief executives agreed
that the CPA assessment was a fruitful process for their authority (LGA, 2003).In a
similar survey a year later, a majority of councils stated that they would go through the
process again, given a choice in the matter. In the same study, around two thirds of
chief executives and leaders felt their CPA score accurately reflected the performance
of the council. In comparison, 55 per cent of councils were placed in the top two per-
formance categories at the time. Interestingly, the higher the CPA score received, the
more likely it was that councils believed the score to be accurate (LGA, 2004).

In both surveys, chief executives saw the self-assessment elements of CPA as by far
the most constructive components of CPA. In line with this point of view, local councils
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have repeatedly called for a stronger reliance on self-assessments in the assessment
framework.
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7 TRANSITION FROM CPA 710 COMPREHENSIVE AREA ASSESSMENT

In October 2006 the British central government published a Local Government White
Papertitled Strong and Prosperous Communities. The White Paper sets out proposals
fora new performance framework for local councils to replace CPA from April 2009. The
new framework will be known as Comprehensive Area Assessment (CAA).

The exact future content of CAA is still rather vaguely defined, but the overall intentions
of central government are described below.

Area focus rather than authority focus

CAA'is intended to focus on outcomes secured by local authorities working alone or in
partnership in areas — as opposed to the focus on local authority delivery in CPA. CAA
will thus focus on place rather than the individual bodies responsible for local services.
It will therefore need to reflect the contribution of all local authorities (i.e. districts and
counties in two tier areas) and other local partners, as well as the effectiveness of local
partnership working arrangements in meeting the needs of local communities and citi-
zens.

A clearer focus on outcomes

A strong outcome focus has been the intention from the onset of CPA, and changes
implemented in 2005 were intended to strengthen the focus on outcomes rather than
processes. With CAA, the stated intention is once again to secure more focus on out-
comes and less on processes.

More local targets

CAAincludes a move towards more local targets, which is aimed at making CAA relevant
to the quality of life of local people. According to the Audit Commission, ‘CAA will focus
on what matters here, and to whom. It will challenge how local public service priorities
have been setalongside national ones and whether they are rooted in a genuine un-
derstanding of diverse local needs’ (Audit Commission, 2007b, p. 22).

A clear set of government priorities will be defined with a single set of around 200 na-
tional indicators. This is a significant reduction in the number of performance indica-
tors, since at present there are between 600 and 1200 indicators against which areas
must report to central Government (Department for Communities and Local Govern-
ment, 200743, p. 122). Performance against the national indicator set will be reported
for each locality, but specific, local improvement targets are only set for a limited num-
ber of indicators (up to 35). The local improvement targets are agreed for each local
area in the Local Area Agreement, which may also include additional locally important
targets that are outside of the national indicator set. In addition to local targets, all Lo-
cal Area Agreements will contain 18 statutory education or early years targets.

More constructive and forward-looking

CAA'is planned to contain a forward-looking assessment of risk and not rely solely on
judgements of past performance. In the words of the Audit Commission, ‘the risk as-
sessment would not say: ‘you are performing badly, but ‘these are the risks you are
running, and these are the potential impacts of not addressing them” (Audit Commis-
sion, 2007b, p. 22). Itis believed that this process of assessment will be a stronger
mechanism for driving improvement and supporting innovation.

The annual risk assessments of local areas replace the CPA star ratings of local authori-
ties.
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Less inspection - more self-assessment

The British Government has committed to a one-third reduction in the cost of public
service inspection by 2008. Reflecting this commitment, eleven existing public sector
inspectorates will become four by April 2008. And the new assessment framework will
contain less inspection, thus reducing the burdens on the inspected.

This presumes, according to central government, that local authorities and their part-
ners improve local accountability for outcomes and services, including through trans-
parent reporting of expectations and performance. LGA has committed to develop best
practise models for self-assessment and peer challenge for local partnerships, and
these will be importantinputs in the annual risk assessments.

Inspection activity will be targeted primarily on the basis of the risk assessment, with
the Audit Commission operating as a ‘gatekeeper’ for all inspection activity affecting
local authorities. There will be few programmes of automatic rolling inspection beyond
March 2009.

The Audit Commission’s new gatekeeper role reflects a desire to secure more coordi-
nated inspection activity. As central government points out, ‘the cross-cutting nature
of CAA judgements will require even greater levels of joint working between inspector-
ates, as will the need to have appropriate joint inspection methodologies in place’ (De-
partment for Communities and Local Government, 2007b, p. 6).

Stronger engagement with citizens

CAA entails a reduction in the amount of top-down control from central government.
The intention is to compensate for this via more powerful ‘bottom-up’ pressures to
drive improvements in services. Increased accountability to citizens and communities
is pursued by adding to the best value duty so that authorities must secure the par-
ticipation of citizens in their activities (Audit Commission 2007b, p. 23).

According to the Local Government White Paper, the future assessment framework
should have a greater focus on citizen experience and perspectives, including those of
the most vulnerable who may not otherwise be as vocal as other citizens. And the re-
sults of audit, assessmentand inspection should be more publicly accessible so that
they can support citizens to play a more empowered role locally (Department for
Communities and Local Government, 2007b, p. 4).

More up-to-date judgements

CAAis meant to provide more timely judgements than the current inspection and as-
sessmentregimes, i.e. judgements based on as recent evidence and information as
possible. According to central government, this is key to enhancing the value of the
judgements to users, local partners and Government. CAA should therefore utilise real-
time information where itis available and sufficiently robust, and should not be re-
stricted to considering the last full financial year for which information is available (De-
partment for Communities and Local Government, 2007b, p. 5).

Overall motivation for the proposed changes

Inits Local Government White Paper, central government states that the overall inten-
tion of the proposed changes is ‘to give citizens and communities a bigger say; to en-
able local partners to respond more flexibly to local needs; and to reduce the amount
of top-down control from central government. (... if we are to continue to improve, we
now need to give local authorities and their partners more freedom and powers to meet
the needs of their citizens and communities — and enable citizens and communities
themselves to play their part’ (Department for Communities and Local Government,
2007a,p. 7).
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The following statement from Steve Bundred, Chief Executive of the Audit Commission,
describes similar motivations for the introduction of CAA: [Beyond 2008] ‘there is a
need to provide greater incentives for improvement through a more varied approach
recognizing the different starting points of different local authorities and that local gov-
ernment is not just about the delivery of services’ (Bundred, 2006, p. 187).

Many of the proposed changes address points of criticism described in the previous
chapter. This is true for the move towards more local targets, the introduction of for-
ward-looking risk-assessments with increased emphasis on self-assessments, and
the abolition of overall star ratings. Itis also true for the ambitions to secure a clearer
focus on outcomes and to reduce the inspection burdens on local councils, though
these ambitions are not new to central government and the Audit Commission.
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8 CONCLUDING REMARKS

8.1 Driving improvement or promoting accountability?

In Britain, as well as in Denmark, the two main purposes of national performance as-
sessments of local authorities seem to be:

1. Driving improvement: National performance assessments provide local au-
thorities with a means of setting benchmarks and targets for service im-
provement; and

2. Promoting accountability: National performance assessments provide local
citizens with a basis for judging the comparative performance of their council,
and central government with a mechanism for monitoring and regulating lo-
cal government.

The English CPA framework is a very ambitious, top-down approach to measuring local
council perfoarmance. It should be clear that its merits are under debate, and the cur-
rent plans for CAA point towards a more varied and flexible approach in the future.

The English example suggests that there might be a trade-off between the two main
purposes of national performance assessments. National indicators and public ratings
might be important accountability tools for local citizens and central government, but
they might not be efficient tools for driving improvement in local authorities, at leastin
the present English form.

The limitations of CPA as a driver for improvement are for a great part rooted in validity
problems. If indicators and overall measures are not conceived as valid measures of
council performance, two improvement problems occur. Firstly, the measures simply
may have no motivational effect on council employees, since they are regarded as
poor measures of performance. Secondly, even if council employees are in fact moti-
vated by attaining high performance scores, such scores can be achieved through
‘gaming’, without actual improvement in performance. National indicators and overall
performance measures will of course also be problematic tools for promoting account-
ability, if their validity can be questioned.

In the English case, one of the most discussed validity problems relates to the effects
of varying local background conditions. If so-called performance measures are per-
ceived more as measures of deprivation, for instance, it clearly reduces the legitimacy
of the assessment framework. This is especially so if, as in England, indicators are
used to create national rankings and to judge councils in relation to fixed national
standards.

Evenif accepted as valid measures of performance, national indicators might not be
strong drivers of improvement, simply because they are externally imposed on coun-
cils. This might reduce the sense of local ownership thatis important for driving im-
provements.

Afinal possible impediment to improvement, when using an ambitious, top-down ap-
proach like CPA, is Wilson’s ‘dead-weight’ effect, i.e. the negative effect that overall la-
bels can have on an authority’s improvement prospects by influencing external per-
ceptions of the council and the locality.

As described in chapter 7, the current plans in England are to replace CPA with a more
varied and flexible approach. The overall aim is to provide greater incentives forim-
provementin local councils, and this aim will be pursued partly through greater em-
phasis on self-assessments. In this respect, important inspiration seems to have been
drawn from Wales and Scotland. Both countries currently employ local council as-
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sessment regimes that rely heavily on self-assessments and do not produce league
tables of indicators or composite ratings.

Self-assessments have been emphasized by English local councils as by far the most
constructive component of CPA and seem to offer more local ownership and buy-in and
stronger incentives for improvement. They also provide greater flexibility to tailor the
assessment to local circumstances. The new CAA framework might thus actually be a
stronger driver forimprovement than CPA, while also giving more local freedoms and
leaving more room for local priorities.

However, the benefits of CAA will probably come at a cost. As McLean etal (2007, p.
114] point out, a strong reliance on self-assessments lead to heterogeneity in as-
sessment priorities, assessment methods and assessment reporting, which eventu-
ally makes the assessment results no longer comparable across the inspected units.
Accountability to local citizens and central government is therefore not promoted as ef-
ficiently as with national indicators and overall ratings. In interviews with Welsh local
authorities, Haubrich & McLean (2006, p. 291) actually found that many expressed
greatinterest to introduce at least to some extent more prescriptive ‘English style’
elements into the Welsh regime, as these would allow for more explicit comparisons to
be made between authorities’ performance (no stakeholders in Scotland voiced a simi-
lar desire).

Furthermore, validity problems are not restricted to national indicators and overall per-
formance scores. Judging on the basis of existing self-assessment elements in CPA,
Haubrich and McLean (2006: 292) find that ‘with the current methodology, the self-
assessed ratings and scores lose their validity as indicators of the underlying author-
ity attributes of performance and/or ability to improve'.

So there might be a trade-off between the two main purposes of national performance
assessments, promoting accountability and driving improvement: One is perhaps
achieved at the expense of the other. Accountability is best promoted through a top-
down framework based on national indicators and standardized public ratings (assum-
ing valid measures of performance, of course), while a more flexible approach based
on self-assessments is a stronger driver forimprovement.

Itis important to note, though, that the future CAA framewaork aspires to deliver on both
accounts. ltwill contain both a strong reliance on self-assessments and 200 national
indicators on which performance for all local councils will be reported. The more flexible
framework will thus maintain important elements of comparability. Time will tell how
CAA fares in regard to driving improvement and promoting accountability at the same
time.

Turning to the Danish national indicators, their standardized nature would seem to
make them more apt for promoting accountability in relation to citizens and central
government than for driving improvement in local services. It should be stressed, how-
ever, that the current Danish approach has much fewer top-down features than the
English CPA framework. For instance, no national targets will apparently be set for the
indicators, nor will overall rankings will be produced. This mightimprove local motiva-
tion, reduce gaming and make the Danish national indicators a stronger driver of im-
provement than the current CPA regime. The relevance of ‘dead-weight’ fears is also
minimized by the absence of overall ratings.

The Danish approach will, however, face the problems of limited local ownership and
buy-in that are often associated with externally imposed measures and frameworks. If
these problems are to be overcome, it is essential that the new indicators are per-
ceived as valid measures of performance. For this to be the case, English experience
shows thatindicators must be developed with explicit regard to the effects of local
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background conditions. Active involvement of councils in the development of indica-
tors could also prove crucial for local motivation.

8.2 Outcomes, outputs and processes

English experience shows that measuring outcomes and effects of public intervention
is no easy task. The British Government and the Audit Commission have repeatedly
stated their ambition to focus on outcomes and effects rather than processes and out-
puts, but still rely partly on measures which must be characterized as measures of
processes and outputs rather than outcomes. Two examples from the list of environ-
ment service indicators are ‘Compliance against best practise checklist for environ-
mental health’ and ‘Percentage of pedestrian crossings with facilities for disabled peo-
ple’. The first one is clearly a measure of processes, while the second is an output
measure.

The distinction between output and outcome measures is admittedly a difficult one.
One important distinction is that outputs can most often be readily bought while out-
comes can not. Anincrease in the percentage of pedestrian crossings with facilities for
disabled people is quite easily achieved with the necessary spending, whereas an in-
crease in the general traffic safety of disabled people is not.

Output measures where good performance can be readily bought pose at least two
problems: Firstly, they raise questions of validity. Things that can be readily bought do
not seem to be good indicators of council performance, and ‘poor’ councils will tend to
score systematically lower than ‘rich’ councils on such indicators. Secondly, output in-
dicators might lead to rising public expenditure, as councils strive to attain higher per-
formance scores. In sum, while good outcome measures are hard to find, itis impor-
tant that they be found.

English local authorities have complained that CPA has led to a refocus on organiza-
tional structure, systems, and processes rather than a focus on outcomes. This might
only in part be due to the specific design of CPA. An effective focus on outcomes re-
quires systematic documentation, and often work routines have to follow certain
guidelines for the right data to be produced. There is not necessarily a clear dichotomy
between outcome focus and focus on processes - a focus on outcomes naturally en-
tails a certain amount of focus on processes.

8.3 Value for money?

We have argued that it might be difficult to attain the two main purposes of perform-
ance measurement at the same time. Attaining one, accountability or improvement,
might not be bad at all, but the English case shows that the costs associated can be
quite high. These costs must be weighted against the benefits when deciding which
assessment framework to follow. Value for money is essential, not only for local public
services, but also for national performance assessments. For now it seems that the
Danish approach will at least be much less expensive than its English counterpart. But
itis still too early to judge whether its benefits will be big enough to secure value for
money.
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APPENDIX 1: DETERMINING OVERALL CPA CATEGORIES

CORPORATE | LEVEL 1 SERVICES LEVEL 2 SERVICES OVERALL
ASSESSMENT [INCLUDING USE OF RESUURCES] CATEGORY
4 None less than 3 None less than 2 4 stars
4 None less than 2 No more than one 3 stars
less than 2
4 No more than one less No more than one 2 stars
than 2 less than 2
4 Any other combination 1 star
3 None less than 3 None less than 3 4 stars
3 None less than 2 None less than 2 3 stars
3 None less than 2 No more than one 2 stars
less than 2
3 Any other combination 1 star
2 None less than 3 None less than 2 3 stars
2 None less than 2 None less than 2 2 stars
2 No more than one less No more than one 1 star
than 2 less than 2
2 Any other combination 0 stars
1 None less than 3 None less than 2 2 stars
1 None less than 2 None less than 2 1 star
1 Any other combination 0 stars
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