SINGLE OUTCOME AGREEMENTS: A Critical View
Introduction:

1. Single Outcome Agreements (SOAs) were introduced as part of the new Concordat between central and local government.  They set out the results which councils hope to deliver in return for central funding, and operate through ‘joint accountability’ in an annual report.

2. The Concordat states that local government will make a major contribution to the Administration’s strategic objectives and overarching national purpose, through the delivery of fifteen national outcomes.

3. The Concordat is said to provide a new relationship between the two tiers of government based on mutual respect and trust. Its key elements are:
· a tight funding settlement deemed to be the best outcome available;

· a move to Single Outcome Agreements;

· a significant reduction in funding streams which will increase councils’ flexibility;

· no top-slicing of efficiency savings from central grant, which councils can retain to redeploy against ongoing pressures;

· the delivery of a specified set of commitments from within the funding envelope

4. The SNP made no reference to Outcome Agreements in its manifesto.  They did promise a council tax freeze and an extensive list of new spending commitments, all of which were to be funded from efficiency savings.  After the election, they admitted that a freeze could only be delivered with councils’ agreement.  The sum of £210m was included in the local government settlement to fund the freeze, and a reduced number of manifesto pledges included in the Concordat as uncosted spending commitments, most of which will be progressed by councils rather than delivered in full.

5. This financial fudge allows the SNP Administration to claim its commitments depend on councils’ actions under their new flexibility.  From media reports, it is clear that widely differing interpretations of what has been agreed exist between players on both sides.
6. Further, the process requires separate reports for the spending commitments and the SOAs although the package was negotiated as a whole. This is a major contradiction. SOAs were intended to replace the conventional focus on inputs with a focus on outcomes, yet councils are required to report progress on delivering these spending commitments – which combine inputs and outputs.
THE NATIONAL FRAMEWORK

7. SOAs are intended to show how local government is contributing to the Administration’s strategic objectives. The 2007 Spending Review introduced a new National Performance Framework with an overarching national purpose, five strategic objectives, fifteen national outcomes, and forty-five national indicators. 

8. For local government, SOAs should be based on the agreed set of outcomes and indicators which COSLA has signed up to support.  In addition, there are fifty-five local indicators agreed as relevant, and there are seventy-one statutory performance indicators (SPIs) required by the Accounts Commission.  Locally developed indicators can also be used. The National Outcomes are the ‘crux’ of the SOAs, and all National Outcomes should be considered, whilst local outcomes should be linked to the National Outcomes.

9. The underlying weakness in SOA methodology is revealed in Guidance to councils. This states that outcomes are a statement of what councils are trying to achieve, but as they cannot control outcomes because of the impact of external factors, they only seek to influence them.  Councils do this by using inputs to deliver outputs which in turn contribute to the desired outcomes.

10. The Guidance also notes that these three terms are often confused and inconsistently used.  Unfortunately, it displays just such confusion by defining school pupils as an input when they are an output (pupils taught) of the education service; and attainment of highers as an output when it is an outcome, measuring educational attainment.
LOCAL PRACTICE:

11. All 32 councils have now got an SOA in operation.  In around half of them, community plan partners were involved, either as participants or consultees.  By 2010, all SOAs must be signed up by CPPs.
12. SOAs vary in length and content.  Those who submitted on a CPP basis were described to the Local Government Committee as already having an “outcome focussed community plan” (18 06 08).  Audit Scotland (2008) by contrast recognised that significant improvement is needed in outcome meausurement.

13. SOAs should reflect the commitment of a CPP to support the improvements of outcomes for its area.  These locally identified outcomes require to be aligned to national outcomes.  Presentationally, this simply means identifying which national outcome(s) the local outcomes and indicators are deemed to support, rather than comprehensively integrating plans, budgets and performance in a rigorous way.

14. A recent SPICE paper shows that the number of national outcomes used by councils varies from 7-15, but most cover all 15. (Hebert 2008).  It also reports that including local outcomes, the average number of agrees outcomes is 38 per SOA.

15. Indicators are intended to support the outcomes and measure progress towards their achievement.  There is an average of 112 indicators per SOA.  Of these, 12% are national; 68% are local; 10% are SPIs; and 10% from a list supplied by the Improvement Service.
16. SOAs set out a number of factors which affect councils’ capacity to deliver.  These are treated as requests for action (known as ‘asks’) by the Administration who respond to them.  Questions were raised over performance data, specific local matters, government policy, and funding.  On the last of these, the general response is ‘that funding allocations for the current spending review have been announced and no more funding is available.’ (Herbert,p12)

CRITIQUE:

17. The budgetary approach adopted by the Scottish Government forms the basis of SOAs.  The First Minister claimed his government would be ‘strategically focussed’ on delivering sustainable economic growth and would align policy and finance with this overarching purpose.
18. This is pure spin.  The devolved administration has only a very limited set of micro levers with which to influence growth.  The SNP has adopted an overarching purpose for which it has only a very limited capacity to influence.  It cannot in any realistic way be ‘accountable’ for Scotland’s growth rate.

19. In practice, alignment in SOAs is simply categorising specific local outcomes and indicators as contributing to the relevant national outcome, then assuming these will contribute to the strategic objectives and overarching purpose, in a bureaucratic, hierarchical framework.  No meaningful causal connections are shown in SOAs.

20. There are three key problems with SOAs in practice.  Firstly, there is is the measurement problem.  Outcomes can only form the basis of financial accountability if they are quantified and relevant to assessing how well a council uses its resources, in terms of their beneficial impact on society.  The fifteen national outcomes are not quantified and represent broad general statements of objectives, whilst the majority of the forty-five national indicators do not measure outcomes at all.  Only ten measure outcomes.
21. The same limitations apply to the local indicators.  The measures are either process-based such as ‘development of an energy strategy’; ‘develop agreed regeneration plans’; ‘reduce the time taken to process benefit claims’; and ‘percentage of Children’s Reporter reports submitted within 26 weeks’; or output based, such as ‘investment in school estates’ or ‘increase numbers of affordable housing’.   Only a few indicators, such as crime levels, educational attainment or carbon footprints measure outcomes.
22. There are also attribution problems.  Many of the indicators in use, particularly of local economies or poverty and disadvantage, cannot be directly attributed to the causal effect of local public services, when they are more open to influence by UK government policy or other external factors.  The establishment of new businesses in an area is only a relevant measure if it is confined to those assisted by local agencies or council departments.  The number of businesses in an area can fall because of wider economic pressures, irrespective of council action.

23. The third major problem is the failure to link resources and results. Using a health example, budgets purchase inputs (doctors and nurses) who produce outputs (consultations and operations) which deliver the desired outcomes (health improvement). The NPF, however, is a separate chapter in the Spending Review, with no link to programme budgets.  This means that there are no audit trails, which can monitor the integration of policy and finance, as the NPF is simply a list of outcomes and indicators.
24. Practice falls far short of the rhetoric.  Initially, outcome agreements were intended to prioritise resource allocation to deliver around six key strategic outcomes, using indicators which best capture the impact of the CCP on communities,  In fact, the SOAs utilise a large number of indicators which are not prioritised and which constitute micro-management data.  

25. These weaknesses of methodology and the extensive volume of paperwork generated by SOAs makes it difficult to see how this novel concept of joint accountability will be operationalised, particularly as central government has regulatory and oversight powers over local government.  This makes a partnership arrangement dubious and it has been widely criticised since Layfield for blurring accountability.

26. Under SOAs, the shift from ‘inputs’ to ‘outcomes’ is more rhetorical than real but, nevertheless, the arrangements have made local government finance less transparent, The Scottish Budget operates through incremental change, with marginal increases or decreases in expenditure around existing baselines.  In the previous Spending Review, new spending proposals for local government were costed and set out clearly in a finance circular, and the service level expenditure provisions were set out in the GAE Green Book.  This provided the key financial assumptions.
27. The Concordat has removed this financial information,  Input and output data helps politicians to make priority choices, and monitor efficiency, now there is a list of uncosted spending commitments to be progressed by councils rather than delivered in full.  This is an inadequate chain of accountability.

28. The Concordat and SOAs, therefore, fail to assess the impact of spending increases on service outputs or social outcomes. Scotland now has a system which contains all the weaknesses found elsewhere, and SOAs leave significant funding and performance gaps in local government finance.

29. As a result, the Scottish Government has failed to focus on strategic priorities, whilst micromanaging operational activities.  The process is being undermined as councils report service cutbacks as efficiencies.

CONCLUSIONS:
30.
SOAs were introduced as part of a new financial and performance framework based on concepts of rational planning.  But, whereas the Treasury model stresses the need to link budgets, outputs and outcomes, SOAs have no such direct link.

31.
Parliament was asked to approve an £11 billion budget for local government which fails to identify and cost the service outputs local government is expected to deliver in return, prior to SOAs being agreed.  SOAs are a poor basis for accountability, with few genuine outcome measures, with no link between resources and results, and no causal connection to the national outcomes.  Far from reducing bureaucratic demands on councils, the Concordat and SOAs have created a bureaucratic industry divorced from service delivery.

32.
For those of us familiar with the failure of previous attempts to develop outcome budgeting, this is no surprise.  Politicians continue to resurrect such planning models (albeit with new titles) every decade or so, in an attempt to appear financially competent (Flynn, 2001).

33.
SOAs were originally intended to focus on only six indicators for local government as a whole.  The resultant plethora of indicators, and bulky planning documents, are simply a bureaucratic mess.
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APPENDIX ONE:

OUTCOME INDICATORS IN THE NATIONAL PERFORMANCE FRAMEWORK

1.
NI 5 Increase the percentage of Scottish domiciled graduates from Scottish HEIs in positive destinations.
(Outcomes 2 and 3)

2.
NI 7 Increase the proportion of school leavers in positive and sustained destinations.

(Outcomes 2 and 4)

3.
NI 10 Decrease the proportion of individuals living in poverty.


(Outcome 2)

4.
NI 11 60% of school children in P1 will have no signs of dental disease by 
2010.


(Outcome 5)

5.
NI 14 Reduce the rate of increase in the proportion of children with their body 
mass index outwith a healthy range by 2018.


(Outcomes 5 and 6)

6.
NI 15 Increase the average score of adults on the Warwick-Edinburgh Mental Well-Being scale by 2011.


(Outcome 5)

7.
NI 15 Increase healthy life expectancy at birth in the most deprived areas.


(Outcomes 5, 6 and 7)

8.
NI 17 Reduce the percentage of adults who smoke to 22% by 2011.


(Outcome 5)

9.
NI 24 Reduce overall crime victimisation rates by 2% by 2011.


(Outcome 9)

10.
NI 32 Reduce overall ecological footprint.


(Outcomes 12 and 14)

APPENDIX TWO:

EXAMPLES OF LOCAL INDICATORS

1.
Number of times the free public access terminals are used in libraries.

2.
Average time to process new housing benefit claims.

3.
Net number of VAT registered companies.

4.
Percentage of working-age economically active persons with no qualifications.

5.
Percentage of school leavers who go into further and higher education, employment and training.

6.
Increase the percentage of people and aged 65 and over with high levels or care needs who are cared for at home.

7.
Number of claimants in receipt of employment-related benefits.

8.
Knowledge Transfer Partnership established.

9.
Deliver at least 300 additional affordable housing units to support low income households.

10.
Number of referrals to Children’s Reporter.

11.
Reduce the ecological footprint of the area.

12.
Panel Members appointed in a year.

13.
Number of baby-naming ceremonies.

14.
Identify key sites for residential development.

