Note to :
All Directors







13/1/03

From
:
John Spink

Subject :
LPSA COST EFFECTIVENESS MEASURE

Further to the discussion at Directors Team last Thursday, please find attached a spreadsheet which sets out the target improvements in each PI which makes up the basket of measures to be used in the cost effectiveness measure.

The cost effectiveness measure will use 2001/02 performance as its baseline and need to achieve the target over the years 2002/03 to 2004/05.

The targets are based upon the following assumptions :-

· Achieving an 8% increase in performance by end 2004/05, ie 2.7% per annum.

· In addition, ensuring that any budget increase above the rate of inflation is matched by improvement in performance. For this purpose, it is assumed that annual inflation will be 2.5% and budget increases based upon current knowledge will be :
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These figures may be subject to refinement as the increases for inflation and budget become more certain.

I should be grateful if you would pass this information on to those managers responsible for delivering the measures contained in the cost effectiveness target and to those staff responsible for PI monitoring to make them aware of the importance of the targets needing to be achieved to ensure the reward grant is secured for this particular PSA target.

If any target poses any difficulty in achievement, could they be flagged up now as it may be possible to couple it up with another where the expectation is to exceed the target comfortably and so still stay on target overall.
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				Previous		Current								Performance		Stretch		Total
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				£m		£m		£m		%		%		%		%		%

		2002/03		240.330		249.090		8.760		3.6		2.5		1.1		2.7		3.8

		2003/04		249.090		268.300		19.210		7.7		2.5		5.2		2.7		7.9

		2004/05		268.300		281.400		13.100		4.9		2.5		2.4		2.7		5.1






