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Foreword 

Local Authorities play a key role in economic development both directly through the provision of specific 
services and by using resources in ways that support the development of the economy.   

In order to achieve their objectives, they have recognised the benefits of working in partnership with 
business support and voluntary organisations.  However, relatively little attention has hitherto been paid to 
evaluating the results of this activity across local authorities. 

The requirements of Best Value and Comprehensive Performance Assessment have sharpened the need 
for economic development as a service area to demonstrate its efficiency and effectiveness. 

This report is the outcome of a joint project between the Chief Economic Development Officers Society 
and the County Surveyors Society and represents a major step forward in the development of 
performance measurement and benchmarking techniques. 

 

 

 

 

 

Daniel Dobson-Mouawad John Deegan 
Chairman Chair, SPARC 
Chief Economic Development Officers' Society County Surveyors’ Society  
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Executive Summary 

Introduction 

Over the past three years, the Chief Economic Development Officers’ Society [CEDOS] has taken a lead 
in developing a system of performance measurement for local authority economic development activity. 

CEDOS initially produced an outline set of performance and quality of life indicators as a starting point and 
persuaded the Local Government Association and the Audit Commission to become involved in the 
process. The Commission agreed to set up and coordinate a national performance indicators working 
group to take this forward.  

In 2002, with the benefit of funding from the County Surveyors Society [CSS], CEDOS initiated the current 
project, phase 1 of which, has involved: 

� participating in and supporting the process of developing a national set of contextual and 
performance indicators for economic development; 

� carrying out research into rural indicators and key areas of measurement for performance 
indicators; and 

� developing a CEDOS benchmarking framework for key areas of economic development based on 
a survey of CEDOS members.    

Developing Indicators For Economic Regeneration 

Key Performance Indicators are needed which enable comparison between different local authorities but 
which reflect the widespread, serious concern about the danger of performance measurement taking up a 
disproportionate amount of staff time. They should be: 

� few in number 

� easy to collect 

� easy to understand 

� effective measures of performance 

� adequate to define the results of economic development activities 

� directly related to the outcomes of local authorities’ actions. 
 
Key principles and overall points that should underpin economic development indicators are: 

� the importance of being able to select indicators relevant to local circumstances, priorities and 
mix of services. 

 
� broad indicators of local economic health are too susceptible to external influence to be a reliable 

guide to the impact of local actions 

� quality of services and in particular customer satisfaction being essential components. 
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� pilot research is needed to provide operational experience before a final set of robust indicators 
can properly emerge.  

� where possible, local authority economic development indicators should link in with relevant ones 
used by the RDAs. 

� economic development is a long-term activity and successful outcomes can take a long time to 
achieve.  

� with all indicators involving the measurement of costs, there must be clear guidance on what is to 
be included.  

� in measuring job creation/retention there should be consideration of direct, indirect and induced 
jobs and the use of multipliers.  

� consideration needs to be given to measuring indirect as well as direct results of local authority 
actions and outcomes arising from partnership working.  

� enquiries may be of differing levels of significance, which can affect the time authorities choose to 
spend on them. 

� care will need to be taken to avoid double or triple counting for example with performance 
indicators for business start-up, inward investment and workspace provision. 

 
CEDOS has played a major part in developing and refining indicators for economic regeneration through 
its participation in the national Working Group, coordinated by the Audit Commission and also involving 
the Local Government Association, the Improvement and Development Agency, Institute of Economic 
Development, the Neighbourhood Renewal Unit and a range of individual local authority representatives. 

Substantial progress has been made with the acceptance of the key under-pinning principles and changes 
being made to many of the initially proposed indicators in the light of CEDOS’ views. The full list of 
indicators is set out in the main report. 

The Audit Commission and the Economic Regeneration PI Working Group agreed with CEDOS’ view that 
the draft indicators should be the subject of a pilot phase. This will take place over a two-year period from 
April 2003 and will include a significant representation of CEDOS members.  

Measuring Costs 

Measuring cost-effectiveness is a key part of Best Value but work on quantifying PIs has tended to 
concentrate on the measurement of outcomes. CEDOS has redressed the balance by focusing specifically 
on the measurement of costs and the practicality of doing so at a detailed economic development activity 
level.  

Best value inspections - A review of Audit Commission inspection reports indicates that the approach 
has been to use the most recent CIPFA statistics and make comparisons with other relevant councils and 
sometimes with other indicators such as unemployment. Sometimes questionable judgements on the cost-
effectiveness of services have been made.  

The Best Value Accounting Code of Practice [BVACOP] introduced by the Chartered Institute of Public 
Finance and Accounting [CIPFA] in 2000, makes it easier to compare like with like in the measurement of 
overall economic development service costs. With later amendments, it is endorsed by Government as the 
recognised standard for all local authorities.  
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For Service Expenditure Analysis [SEA], local Government services are grouped into broad headings, with 
divisions and sub-divisions. Economic development is one of six divisions under planning & development 
services.  

The total cost principle - SEA analysis requires the identification of the total cost of delivering a service 
i.e. all costs associated with the service/activity, wherever in the management structure they arise. The 
total cost principle is that all overheads, support services and service management costs should be fully 
recharged to individual services.  

There is a mandatory requirement on local authorities to report on costs at the divisional level and hence 
on the overall costs of providing their economic development services. BVACOP states that authorities 
may wish to calculate total cost at lower levels of detail for their own purposes but points out that the lower 
the level of apportionment, the greater will be the difficulties of doing so accurately.  

Staff costs are a major component of economic development or any other service. Even for ‘Divisional’ 
level cost assessment, staff time recording systems, though an additional burden, need to be seriously 
considered. 

Cost measurement in practice - BVACOP is comparatively new and still evolving. Amongst CEDOS 
members the practice of apportioning overheads to individual economic development activities varies but 
there are significant concerns about the reliability of doing so - “the more detailed the analysis, the greater 
the reliance on apportionment and the more unreliable it becomes”. 

Implications for cost-effectiveness performance indicators - For a local authority’s economic 
development service as a whole, the assessment of costs is reasonably reliable. However, the 
measurement of cost-effectiveness requires overall outcomes to be measured with confidence and 
reliability. Recent research indicates the difficulty of achieving this.  

With more detailed performance indicators being developed, the trend is for cost-effectiveness 
measurement to be extended to individual activities, in particular inward investment and business support. 
For this, calculating total costs becomes increasingly questionable as the greater level of service detail 
results in greater reliance on apportionment and the time/cost involved in providing the data.  

Local authorities will need to consider very carefully the validity of attempting to use cost-effectiveness as 
a measure of performance for individual aspects of their economic development service, in particular 
where problems of costing are compounded by the time lag before outcomes are achieved.  

Measuring The Creation And Safeguarding Of Jobs 

The creation of new jobs and the safeguarding of existing jobs is a key objective of most local authority 
economic development strategies. As a key performance indicator measurement needs to be as realistic 
and accurate as possible.  

The focus is often on jobs that are created and/or safeguarded as a direct effect of, for example, inward 
investment activity or business support measures. In addition, there can be indirect and induced effects of 
interventions. Calculating these is difficult but desirable if the full impact of economic development actions 
is to be measured, requiring the use of employment multipliers. 

Employment Multipliers are subject to variation by economic sector and the geographic area being 
covered.  Ideally their calculation will result from survey data but often multipliers derived from research 
carried out elsewhere have to be used. In doing so, the use of recent research is important.  

Recent research has been carried out in Scotland at the national and regional level. In England and 
Wales, guidance has mostly focused on the local level, related mainly to the use of multipliers to evaluate 
the performance of regeneration programmes.  



 

 

 

 

 

The full report is also available in Adobe Acrobat® (pdf) format.  To request a copy, send an e-mail to 
orders@aequalis.co.uk with the words ‘Performance Management’ in the subject line.  Please also include 
your name and the name of the authority / organisation on whose behalf you are placing the order.   

 

 

 

 
Aequalis provides graphic design and editorial services for print and web to clients in the public as well as 
private sectors – delivering your message efficiently and effectively, direct to your audience.   

For all enquires, visit www.aequalis.co.uk, or call 020 8317 8371.   

 

 


