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We accelerate
evolution
arvato drives innovation
by investing in people and
creating a culture of continuous
improvement.
For example, in our Chesterfield
and Slough partnerships, every
one of our staff is trained in
Lean Six Sigma to help identify
and deliver efficiency savings
typically of around 20%.

Your partner for growth. arvato is a trusted outsourcing partner to public sector in the UK, providing expertise in customer
service, revenues and benefits, human resources, financial management and ICT services. Our collaborative approach
combines global private sector experience with a genuine public sector ethos that engages citizens, empowers employees
and accelerates evolution. Our proven ability to deliver results, increase customer satisfaction and raise staff motivation
is the reason our award-winning partnerships remain so successful.
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iMPOWER, working with pioneering Councils, is creating the
next generation of strategic partnerships.
Demand management and alignment of values are the new challenges for
commissioners and partners alike.
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Our award winning approach to demand and behaviour change
has positioned iMPOWER as a leading partner advisor to the
public sector. We deliver partnerships that not only create
exceptional financial value, but recognise the unique culture and
motivation behind our public services and their employees.

If you want to find out more about how iMPOWER are leading the field
in this space please contact
Alex Khaldi, Managing Director akhaldi@impower.co.uk or
Martin Cresswell, Chief Executive mcresswell@impower.co.uk
or call 020 7017 8030.
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Change Management in the Public Sector
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Nic patoN
SupplemeNt editor
This summer’s G4S debacle
offers an important message
for local authorities as they
continue to embrace new
ways of working and new
forms of collaboration.
At one level, of course, the
G4S contract is something of
an irrelevance to local
government. As Mark Smulian
highlights on page six, no
council would suddenly
require a partner to staff up
with thousands of people for
a few weeks.
But what the intense anger
over G4S and other highprofile private/public
partnerships that have gone
wrong does show is the
extent to which there is a
significant job still to be done
to convince the public that
partnerships, especially
public/private partnerships,
are ‘a good thing’.
There does still appear to be
a deep disconnect. A
suspicious public accepts only
grudgingly that this is the
right way for local
government to go, and mostly
only because they also
recognise that cash-strapped
councils have little option if
the public want to keep the
services they value.
Yet, as this supplement very
clearly illustrates, effective
and innovative partnerships
are making a real difference
to local government, not just
in terms of firefighting
austerity but also in actively
improving service delivery,
access, communication and
LGCplus.com

generating solutions.
Moreover, private sector
partners are not just in it for
a fast buck. In reality, the
partners highlighted over the
following pages are as keen,
committed and passionate to
making improvements to
communities as their local
government partners.
Perhaps it’s a question of
confidence, of councils being
prepared to work much
harder to manage a news
agenda that, naturally,
immediately focuses on fears,
cuts, job losses or axed
services at the first sniff of
the word ‘partnership’.
What would probably help,
too, is a greater emphasis on
how the risk and
responsibility of such
partnerships is shared.
This is still the elephant in
the room of the partnership
agenda. Interserve’s YouGov
research on page 17 has
highlighted that seven out of
10 councils believe
outsourcing partnerships
reduce control and also
increase risk, with more than
half grimly resigned to having
to accept greater risk.
That’s little more than a
clothes-peg-on-the-nose
endorsement of partnerships,
and is therefore something
partners, of whatever sector,
need urgently to address.
After all, if local authorities
are feeling dragged to the
altar, how can they ever
convince the public to learn
to love partnerships too?

‘‘

Effective and
innovative
partnerships are
making a real
difference to local
government
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The background

Winning the battle for
Outsourcing is becoming an increasingly
flexible solution, but the public still needs to be
brought on board. Mark sMuLian reports

I

n the space of barely a
fortnight this summer,
North Tyneside MBC
concluded one of the
largest outsourcing contracts
seen in local government,
and Milton Keynes Council
scrapped one.
Outsourcing may once
have appeared a panacea for
councils looking for savings
on service delivery, and there
were times when government
ministers appeared to see it
that way too.
But now it is a question of
horses for courses, a stance
encouraged by Local
Government Association
chair Sir Merrick Cockell
(Con). He told the Financial
Times in August that the
period when “public bad,
private good” had been
“almost a mantra” was over.
“I hope we’ve moved
beyond that because there
are very good cases for
outsourcing,” Sir Merrick
said. “There are even stronger
cases for testing a service
properly to see whether it’s
the right service to outsource,
to see whether there’s a
mature market out there that
may be suitable to tender
against it and to then
properly reach a conclusion
that there is, or there isn’t.”
North Tyneside Council
has let two massive
outsourcing contracts, each
for 10 years – renewable for a
further five years if targets are
met. One is to Balfour Beatty
(for finance, procurement,
revenues and benefits, ICT,
customer services and

human resources), the other
to Capita Symonds (for
property services, planning,
engineering, consumer
protection and
environmental health).
The council says the
services concerned cost
£20m a year and it expects
£4.9m of savings over the first
three years.
This marked a rare
outsourcing of regulatory
services, although planning,
consumer protection and
environmental health staff
will remain with North
Tyneside but be seconded to
Capita Symonds.
Elected mayor Linda
Arkley (Con) said: “We looked
at other options, including
shared services, and decided
this partnership approach
was the best way to make
savings and safeguard jobs.”
Milton Keynes reached the
opposite conclusion about its
£23m-a-year back office
outsourcing contract, let in
2004 to Hyder, which was
subsequently taken over by
Mouchel.
Chief executive David Hill
stresses this was nothing to
do with Mouchel’s wellpublicised financial problems
but rather that, with the
contract’s end looming, the
council had to decide
whether to retender the work.
“It would cost us about
£1.3m to retender it, and we
know our costs will be lower
by bringing the work
in-house as the price
includes Mouchel’s
overheads, its profit and
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The G4s Olympics fiasco
cannot be compared to local
government – but still
damaged the image of
outsourcing
repaying the cost of Hyder’s
original investment in a new
IT system,” he says.
“We needed extra
flexibility, as there had been a
lot of change through
government policy and the
efficiency agenda, and every
time we make a change we
have to change the contract
and renegotiate it, which
carries a cost. Bringing it
in-house we could get
flexibility and savings without
losing quality.”
Mr Hill adds: “I agree with
Merrick Cockell, there is a
much greater need for
flexibility than there was a
few years ago, with so many
dramatic changes, and you

‘‘

Outsourcing isn’t
the only option.
Cost savings are
possible using a
range of delivery
models with the
support of the
private sector

Jonathan Flowers, local
government market
director, Capita

LGCplus.com

need to be able to move very
quickly to adapt.”
Sir Merrick’s comments
have been received by the
outsourcing industry better
than one might have
expected.
Gareth Moss, local
government director at Serco,
says: “The inference I would
draw is that different delivery
models and vehicles will be
appropriate for different
services and councils at
different times.
“We would not argue that
all councils should outsource;
for one thing the market
could not cope.”
Jonathan Flowers, local
government market director
LGCplus.com

at Capita, says the debate
should not be framed in
terms of whether outsourcing
is in itself ‘right’ or ‘wrong’.
“Local government needs
are inherently complex, so
perhaps we need to step back
and look at the bigger
picture,” he says.
“For local authorities
seeking to cut costs,
outsourcing isn’t the only
option. Cost savings are
possible using a range of
delivery models with the
support of the private sector.
“This could be outsourcing
just one or two specific
services, engaging in joint
ventures, supporting councils
to develop their own services
for market, shared services,
or managing a mixed
economy of provision on
councils’ behalf. The point is
we need to work together to
build on past experiences
and create the best solution.”
National Outsourcing
Association director Martyn
Hart thinks that while the era
of seeing outsourcing “as a
religion” has gone, so has the
fear that it automatically
meant job losses.
“One thing that has
changed is people used to
fear outsourcing would mean
they lost their jobs,” he says.
“That might have been
true up to about five years
ago but now outsourced
companies are not taking
over public services that are
overmanned, they have
already slimmed down, and
they may indeed want the
expertise they are buying.

“Also, if you are in a service
being outsourced you are
probably not core to the
organisation you worked for,
so what prospects have you
really got?”
Mr Hart thinks councils
would be “well advised to
consult their workers” on
how to achieve savings from
a service before embarking
on outsourcing or any other
radical solution.
Many councils have
chosen to share services
instead of outsourcing them,
but Mr Hart sees the problem
that one can set up a shared
service with the intention of
winning new business, but
this does not mean anyone
will want to buy.
Chasing profit

“With shared services the
problem is that everyone
wants to be a seller not a
buyer,” he says.
This is problem Somerset
CC and Taunton Deane BC’s
controversial South West One
back office shared service has
discovered.
Another problem arises, he
suggests, if services are
shared without a neutral
outside contractor being
involved, as the whole thing
becomes vulnerable to
political risk. “There is no
point in sharing services
between a rabidly socialist
council and a rabidly rightwing one, which is why you
need a contractor involved
because councils can change
overnight,” he says.
There has also been a

cloud over the outsourcing
industry this summer from
the fiasco of G4S and
Olympic Games security.
Although not comparable
to a local government
outsourcing contract – no
council requires anyone to
staff up with thousands of
people for a few weeks – it
damaged the image of the
private service sector.
Mr Moss says: “G4S was
unfortunate for the sector
and it will become even more
important for us to
demonstrate value in all
contracts. Confidence has
not been helped and people
thinking about outsourcing
have had second thoughts.”
Mr Hart thinks the main
problem caused by G4S lies
among the general public.
“People who oversee large
outsourcing contracts are
sophisticated enough to
know the whole thing was
probably the government’s
fault anyway,” he says. “But it
will not have improved public
perceptions, though our
surveys show that most
people do not feel
outsourcing is bad – but they
want more information on
what it would add to their
service quality and
communities.”
There is clearly plenty of
business for the outsourcing
industry in local government.
But the days it could expect
a huge rush of council
services in its direction are
gone, and it must show it
offers the best solution to
local circumstances.
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LGC / iMPOWER Survey

FOREWORD

ALEX KHALDI
Managing director
iMPOWER Consulting

Fourth generation
business partnering
Private sector service partners and councils alike are guilty of failing
to understand each other better, and in turn are failing to create the
next generation of business partnerships. A new kind of business
partnership – the fourth generation – could be revitalising town halls.
Putting a handful of examples aside, private/public perceptions
haven’t changed much since the crude tendering and outsourcing
approaches of the 1980s and 1990s. Back then, the first and second
generations of partnering involved either a functional ‘shift left’ or at
best a level of business process outsourcing (BPO).
While innovative (third generation) deals have been done since,
including major transformational and technology-rich features, the
‘pay for what you get’ philosophy hasn’t much changed. The deals
commissioned – and propositions on offer – are broadly ‘hard-wired’
in the right way, but somehow miss the point of a partnership.
LGC’s reader survey opposite illuminates some of what is missing.
The ‘killer’ barriers to partnering are about the ‘soft-wiring’, in other
words the cultural match, the framing within local politics, the power
relationships and the lack of obvious compatibility within the market.
The fourth generation of business partnerships needs to tackle
these issues, but austerity also demands that new deals are rooted in
the demand side and not in the old certainties about service volumes
and supply side. While the private sector certainly needs to shape up
(many are doing so, a large number are not), the key responsibility lies
with the council and the commissioner. For those considering new
partnerships, I would suggest the following.
There is no substitute for a rigorous and objective option appraisal
that has culture, power, leadership and politics as key considerations.
Seductive new ideas about that latest whizzy form of organisation
often lead – and become unstuck.
Rethink the reflex that ‘public to public’ is somehow ‘better’.
Consistently, the difficulty is underestimated (culture once again).
And consistently, the level of financial benefit experienced is far
smaller than imagined on paper. Public to public collaboration is
rarely an answer to financial distress.
Challenge your prospective partner to influence customers. A
partner that simply helps the supply side machine run a bit faster is
no longer any use. If together you can positively change demand
coming in, you can both take a slice of the benefit created. And if your
partner cares about the citizen and customer’s behaviour, there is a
much better chance they will ‘get’ your ethos and culture. This kind of
alignment is what creates a productive and sustainable deal.
While the findings of the survey are encouraging, it is alarming the
private sector has not had more to say and do in shaping ‘austerity
local government’. A new understanding between the sectors is
needed to create the fourth generation of partnerships and to break
down the barriers highlighted in LGC’s survey.
COLUMN SPONSORED AND SUPPLIED BY
www.impower.co.uk
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A marriage
Local authorities expect partnering to
accelerate, and even tougher decisions
lie ahead, reports ALEX BLYTH

A

s a statement of
intent, ambition
and the evolving
mindset of local
government leadership about
the potential of partnerships,
Barnet Council cabinet
member for customer access
Robert Rams’ comments in
June can hardly be beaten.
“I don’t believe residents
are concerned about who
provides back-office services
to the council,” he said.
Mr Rams and his
colleagues are certainly
putting their money where
their mouths are. Under the
One Barnet programme, 70%
of the council’s back-office
services are due to be
outsourced, as work worth
£1bn is allocated to partners.
Barnet may be leading the
way, but many other local
authorities are now looking at
how they might replicate the
success of this and other
partnerships.
It is this, as well as a range
of other key insights, that the
latest LGC reader survey
looked to tap into.
LGC, in association with
iMPOWER Consulting,
surveyed 166 local authority
officers and members across
the country to gauge their
views on partnership
working: who’s doing it now,
who will be doing it in the
future (and where), the
potential it offers to help local
government meet the
challenges it faces and the
potential barriers and
flashpoints local government
will need to remain wary of.

Though clearly just a
snapshot of what is a
complex and fast-changing
landscape, our survey found
two-thirds (65.7%) of
respondents agree
partnerships are being
discussed more, against just
6% who believe they are
moving down the agenda.
To an extent, given the
long-term trends we have
been seeing in local
government (and certainly
since the 2010
comprehensive spending
review), this is not overly
surprising, says Ian Taylor,
director of Pro5 Group, a
national purchasing
consortium for the public
sector that now wields a joint
buying power of £2bn.
“Local government is
expected to do more with less
and the pressure is on to find
new ways to achieve even
better value for money,” he
says. “As a result, partnering
with local authorities is
becoming increasingly
important.”
Moreover, the vast majority
of our respondents – 90.1% –
believe partnerships and
partnering will become more
important following the next
comprehensive spending
review. The pace of the shift
towards partnership working
looks, if anything, to be
accelerating.
Already, in fact, the survey
identifies something of a
seismic shift when it comes
both to appetite for and
actual implementation of
partnerships.
LGCplus.com

ge must be sustained
SOURCE: LGC Partnership Survey
2012, in association with
iMPOWER

As we work through the current spending round,
do you feel partnerships are being discussed as a solution
to the challenges facing local government?
About the same
28.3%

Less 6.0%

More 65.7%

How important do you predict partnerships and
partnering is going to be during the next CSR than it
has been during the current spending round?
More 90.1%

Less 9.9%

What percentage of services/functions do you expect
to be located within a partnership, whether publicpublic, public-community or public-private, by 2014?
More than 40%
23%

0-10%
14.3%

11-20%
19.3%

31-40%
15.5%
LGCplus.com

21-30%
28%

By 2014 – the end of the
current spending round –
nearly two-thirds (61.6%) of
our poll believe at least 30%
of their services and
functions will be in a
partnership, with 15.5%
predicting between 31-40%
will be located this way and
nearly a quarter (23%)
believing it could be more
than 40%.
This represents quite a
change from the current
situation, even two years on
from the 2010 CSR, and is
more evidence that the trend
towards partnerships and
partnering is accelerating.
For nearly half (46.3%) of
respondents, it will mean a
10% increase in partnering,
with more than a quarter
(26.3%) predicting an
increase of between 11% and
20% and nearly an equal
percentage (27.6%)
conceding it will mean their
partnering will have
accelerated by between 21%
and more than 40%.
Alex Khaldi, managing
director at iMPOWER, says:
“Leaders and chief executives
know their jobs now depend
on making the right calls
about the forms of
organisation they create. The
time is right to bring in new
ideas, and more and more
leaders and chief executives
are discovering that smart,
incentivised partnering is the
replacement for cold, hard
cash.”
Change is rarely
straightforward, and a
profound evolution such as

this will inevitably bring great
disruption – and not all are
happy about it.
Our respondents
emphasise that ‘cultural/
organisational issues’ and
‘political leadership’ are likely
to be the two most potent
barriers to effective
partnering within their
organisations. However, ‘a
lack of suitable partners’
(whether private or public) is
also highlighted as a
significant potential problem,
coming in fourth out of ten.
Dilys Winn, director of
people services at
Gloucestershire CC and the
current chair of the Public
Sector People Managers’
Association, says:
“Superficially, partnership
makes perfect sense, but it is
not always that easy in
practice. There can be issues

‘‘

We draw the
parallel with
marriage – you
need to decide
whether or not
the person has
experiences,
interests and
values that are
compatible with
yours, and then
you both need to
work hard at it
Dilys Winn, director
of people services,
Gloucestershire CC
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‘‘

This shift is a genuine challenge for many in
local government. They are used to hierarchical
structures where they have large budgets to
commission suppliers over whom they then have
significant leverage. That world is fading fast
Julie Towers, managing director, Penna

around procurement
processes and tax liabilities.
For example, we recently
looked into partnering with a
local college, but discussions
foundered on the issue of
VAT.
“It is more difficult than
many in this sector recognise
to find the right partners.
That’s why we’ve been
running a series of regional
seminars entitled ‘The Trust
about Shared Services’, in
which we look at how to find
the right partner. We draw the
parallel with marriage – you
need to decide whether or
not the person has
experiences, interests and
values that are compatible
with yours, and then you
both need to work hard at it.”
When you do find the right
partner it is clearly going to
be imperative you manage
the relationship properly,
both to maximise it for the
duration of the contract as
well as hopefully develop it
into a genuine partnership of
equals that can achieve
results not even dreamt of at
the start of the process.
To this end, more and
more local authorities are
looking to hire people with
specific partnership skills,
says Julie Towers, managing
director, recruitment
solutions at recruitment
consultancy Penna.
“We’re getting more and
more requests from local
authorities for people who
can influence without
control,” she says.
“I think it’s a clear sign that

local authorities are moving
to the operational phase on
many partnerships.
“This shift is a genuine
challenge for many in local
government. They are used to
hierarchical structures where
they have large budgets to
commission suppliers over
whom they then have
significant leverage. That
world is fading fast. Today’s
local authorities need people
who have the commercial
skills, the entrepreneurialism
and the innovative mindset
to make partnerships work.”
Challenges

Even with the right partner
and the right in-house staff to
manage them, much can still
go wrong with partnerships.
In the free-form answers to
our survey there was some
insight into some of the
specific issues and challenges
local authorities can face
when managing partners.
One respondent cited “ICT
infrastructure (software)
compatibility” as being an
issue. Another pointed to
“some very unhappy
experiences of private sector
performance”, one
complained about “the
inflexibility and inability of
partnerships to be responsive
to sudden change in the
financial climate”, and one
just said “partnerships cost
the taxpayer more!”.
Public/private
partnerships may be the
most controversial model for
local government – especially
in the eyes of the media – but
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our survey is clear that, for
most local authorities, it is by
no means the default option.
Just 13.5% of our
respondents describe public/
private as their preferred
model, compared with nearly
half (46.5%) who cite public/
public partnerships and
26.5% who say they would
prefer to create local
authority companies, trusts
or mutuals.
Is this evidence of the
parochialism of local
government? Possibly. But it
may also simply be that
public sector bodies are more
likely to have similar values,
cultures, procurement
processes and
infrastructures, in turn
making them more of a
natural ‘fit’ as partners.
Take Cambridgeshire Fire
Service, which has merged its
999 response centre with
Suffolk Fire Service, with the
new unit saving an estimated
£400,000 a year. The
Combined Fire Control at
Huntingdon in
Cambridgeshire has also
been able to invest in a more
resilient and cost-effective
telephony service which is
better able to cope with
natural or man-made
disasters.
Yet there are limits to how
much can be achieved
through the public/public
model. The Local
Government Association’s
‘map’ of public/public shared
services, published in August,
showed 143 arrangements
operated by 219 councils

across the country. That
sounds impressive, but look
more closely and you see
that, between them, these are
saving taxpayers a total of just
£156.5m. That is a drop in the
ocean of the 28% cuts
needing to be made during
this Parliament.
Mr Khaldi at iMPOWER
argues that this shows local
authorities will at some point
need to move beyond the
easy savings of public/public
partnerships and take the
difficult decisions that
involve the private sector.
“Often the private sector
route is discounted too early,
when the level of guaranteed
benefit is liable to be the
strongest of any partnering
option,” Mr Khaldi says. “We
are sometimes stuck in an
outdated impression of the
private sector drawn from
experiences in the 1980s and
1990s.”
Third sector

Another finding from the
survey was that as many
(13.5%) respondents say they
prefer to partner with the
third sector as they do with
private companies. One
example of this is Route 812,
a joint venture between the
London Borough of Islington,
Transport for London (TfL)
and social enterprise bus
operator HCT Group. The
partnership provides people
aged between 65 and 95 with
an alternative to traditional
bus services.
“We discovered there was a
sizeable group of people for
LGCplus.com

This survey was sponsored by iMPOWER. Questions were drafted by LGC with
input from iMPOWER. The report was independently written and edited.
iMPOWER is a market-leading consultancy exclusively focused on working with public services. It has
advised on many of the biggest strategic partnerships in local government, combining deep commercial
and financial skills with a true empathy for the values of local government.

SOURCE: LGC Partnership Survey
2012, in association with
iMPOWER

Compared to where you are now as an authority,
how much of an increase would this be?
0-10%
46.3%

More than 40%
8.8%
31-40%
5%

21-30%
13.8%

11-20%
26.3%

All things being equal what would be your
preferred partnership model?
The creation of local
authority companies
or trusts
19.4%

Public / Public
Partnerships
46.5%

The creation
of mutuals
7.1%
Public / Third
Sector Partnerships
13.5%

whom bus services were not
appropriate – because buses
don’t go down the streets
where they live or where they
want to go, and because older
people are worried about
failing over on them – but
who do not need the very
expensive door-to-door
service the council offers,”
says Jude Winter, deputy chief
executive at HCT Group.
“So we met with Islington,
and Route 812 emerged. It
looks just like a normal bus
service but has drivers who
LGCplus.com

Public / Private
Partnerships
13.5%

are trained to help people
onto buses, and crucially
runs along routes designed
by users. It is immensely
popular. There were 33,000
passenger trips in 2011
averaging 144 trips per day
and equating to an average
utilisation rate of 86%.”
Ms Winter believes the
involvement of all three
parties was essential to the
success of this project.
“Local authorities aren’t
always able to bring the
necessary innovation to the

table, but they do understand
the needs of their users, and
at the end of the day we
couldn’t have made enough
profit to run it as a social
enterprise so some degree of
public funding was
essential,” she says. “Also, TfL
brought the essential
technical expertise without
which we would never have
got the project off the
ground.”
An important corollary to
all this is that one respondent
pointed out they are likely to
use all of the models.
Given that all can be
successful, and partnership
working is becoming so
important, it is probably
fairly safe to predict that we
will see a growing number of
councils put aside their
reservations about the
private and third sectors and
begin to enter into
partnerships with them.
Regardless of what model
they use, local authorities will
need to work hard to ensure
their partnerships are a
success.
Whitehall offered the first
national standards on
collaboration (BS 11000) in
December 2010, and Guy
Clifton, local government
advisory lead at accountants
Grant Thornton, urges local
authorities to consider them.
“The lack of guiding
principles for partnership
working has undoubtedly led
to varying degrees of positive
outcomes and, in the case of
poorly designed
partnerships, actually made

the position worse,” he says.
“There could be
considerable benefits in
learning how the concepts
and tools set out in the
standard can be applied to
the public sector, to improve
the effectiveness of
collaboration.”
Above and beyond this it is
essential to seek good legal
opinion on any partnership
contract.
Helen Randall, partner,
public sector commercial at
Trowers & Hamlins, says:
“The legal issues we
frequently see with these
partnerships are whether the
authority has a legal power to
delegate the delivery of the
service to a partner; a need to
follow, or get exemptions
from, procurement
regulations; ensuring there is
enough contractual certainty
that the authority will get
what it wants; and ensuring
sufficient flexibility to cater
for future changes in policy,
law, budgetary constraints
and public demands.”
Whether it is accountants,
lawyers or some other
adviser, a key factor in getting
partnerships right is securing
good advice on how to set
them up and how to run
them.
As Mr Khaldi at iMPOWER
concludes: “These
partnership deals can deliver
several hundred million
pounds of benefits. Good
advisors not only get their
clients over the line, they also
increase the value from the
partnership.”
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Smaller means flexible,
focused and less risky
Many clients are reaching the conclusion that the exposure inherent
in letting large outsourcing contracts to a few select suppliers has a
risk profile that is just not tenable. So, does this mean small is now
beautiful?
We believe the answer is ‘yes’, at least for some clients. While there
will always be a place for larger contracts (and there are, of course,
many successful ones around) smaller, more focused contracts have
considerably reduced risk profiles that can make deliverability more
certain, which in the current financial climate is crucial.
Large outsourcing deals, commissioner-based models, less
traditional and more innovative solutions and programmes of
transformation have all dominated the market recently.
The spotlight has also shone very brightly on existing, large
strategic partnerships. But there is some evidence clients are finding
strategy and operational services in these big contracts are not
delivering what they need; they are proving to be inflexible to rapidly
changing circumstances.
Some clients, too, are choosing to take contracts back in-house
and downsizing or reconfiguring the scope of the service(s) before
returning to the market in a different form.
Finally, the potential for third sector involvement has not really
been tapped into yet.
Third sector inclusion
Both sides of the market could do more in response to opening up
public services. Smaller targeted contracts may have more focus,
carry less risk and support third sector inclusion in this area.
Smaller contracts may be attractive to the market, leading to
greater competition and more choice, thereby delivering the core
efficiency and improved value for money we all need to see.
Smaller contracts can also provide greater flexibility and be
accessible to a wider range of service providers, including the
third sector.
Ultimately, whatever size of contract a client chooses (and there
must be a place for all) it is clear that only real partnerships –
partnerships that have both client and provider interests at heart –
will deliver greater value for money, improved flexibility in the
longer term and be more focused on the needs of the end user,
the citizen.
We believe it is inevitable some of these partnerships will now be
smaller and more strategic in nature.
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A partnersh
Stockport MBC is imaginatively
reshaping the way it collaborates, as
CHARLOTTE GODDARD discovers

A

s councils move
through the current
spending cycle and
look towards an
equally uncertain future
post-2014, they are having
fundamentally to re-evaluate
the best ways to use the
assets at their disposal. This
includes what sort of
partnerships they require,
how they are structured and
with whom.
There is a growing
recognition, too, among
many councils that their
physical assets, and in
particular their property
assets, can be used as a key
driver for transformational
change.
A council’s physical estate,
after all, will normally offer
opportunities for co-location
or integration, both internally
within the local authority or
in terms of relationships and
sharing of services with other
local authorities.
One council going through
just this process is Stockport
MBC, which in the summer
began the process of a
wholesale re-evaluation of
how it will use its £695m
property portfolio, including
schools, offices, libraries,
parks and community
facilities.
The council’s aim, outlined
in a memorandum published
in August, is to ensure it is
using its assets in the best,
most efficient way possible to
deliver public services in “a
targeted and efficient
manner”.
The process is still at a

relatively early stage but
co-location is very much on
the agenda, with the council
hoping to use the co-location
of services as a catalyst to
drive transformational
change.
Regeneration driver

Another key motivator for
Stockport in particular is its
ongoing and ambitious
regeneration agenda, which
has meant its officers are
closely focused on how its
physical assets can play an
important role in supporting
this programme of work.
A further central issue,
inevitably, is how to find
LGCplus.com

rship fit for purpose

‘‘

This is an opportunity to say we are setting
up a vehicle that we hope others can utilise
for wider purposes
Murray Carr, head of property, Stockport MBC

LGCplus.com

The partnership, which will
probably be a 50/50 joint
venture between the council
and the chosen property
service provider, will be
involved in developing
strategies as well as delivering
them.
Strategic partnership

The resulting structure,
which will probably be a
limited partnership or limited
liability partnership, may
involve the sharing of risks
and rewards, and incorporate
arrangements to share
savings made.
A bidders’ open day was
held on 14 September, and

We are looking for something
that will fit our changing
needs for the next 10 or 15
years – providing for the
future.”
The partnership, which
may comprise one or a
number of organisations but
will be constituted as a single
organisation, will also be
open to use by other public
services.
“A lot of local government
people are working hard on
collaboration, which includes
how we manage our property
– you might have a council
building next door to other
public sector buildings such
as health and emergency
services,” says Mr Carr.
“The government is keen
for local authorities to
explore rationalisation of
estates and co-location of
services. This is an
opportunity to say we are
setting up a vehicle that we
hope others can utilise for
wider purposes.
“It’s about a shared vision
so we can work more closely
with hospitals, fire service,
police and so on, on delivery
of services.”

l For

further information
contact: property.info@
Stockport.gov.uk

alamy

savings of around 30%, while
continuing to deliver
essential services and protect
vulnerable people. Alongside
this the council is looking
closely at the feasibility of
working more collaboratively
with other Greater
Manchester councils.
When it comes to the role
of partnerships in this
evolving landscape, the
council is looking for a
property services provider to
help it meet these aims. It is
seeking a strategic
partnership rather than
looking for a traditional kind
of client/contractor
relationship.

was one of the first steps
towards finding the right
partner.
The partnership will
manage its own supply chain
output, within the
overarching output
specifications it has with the
council. Some suppliers the
council already uses will be
protected in the new system.
The council has said a
winning bidder will have to
show “timely and proactive
management of supply chain
to react to changing
circumstances”.
The need to build flexibility
into arrangements in
uncertain economic and
political times is a key driver
in Stockport’s decision to take
the strategic partnership
route.
Murray Carr, head of
property at Stockport MBC,
says: “This approach is
different from the traditional
basis of contractor-led
approaches with service-level
agreements with detailed
specifications. We are seeking
a flexible partnership,
allowing for more innovation
and creativity.
“The climate we are
working in is changing and
becoming more challenging.
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case studies: transforming service delivery
Darlington is making new arrangements for
frontline delivery while Wakefield has plans to
become a ‘catalyst council’
DarLinGton BC

Like many local authorities,
Darlington BC, a unitary
since 1997, is going through a
radical transformation of
what services it delivers and
who is delivering them.
Driven by the move
towards commissioning
councils, as well as the
impact of central government
funding cuts, Darlington has
undertaken an exhaustive
investigation into various
models of outsourcing and
collaborative delivery of
services across three
departments: people, places
and resources.
“The business model is
about trying to protect the
sovereignty of Darlington BC
and do the right thing for the
people of Darlington, while
achieving the kind of
economies of scale that
larger or more affluent
authorities are able to
secure,” says chief executive
Ada Burns.

In the past Darlington has
employed private and
voluntary sector partners for
specific contracts rather than
outsourcing whole services. It
has also worked with other
councils, notably a
partnership with Stockton
Council known as Xentrall to
deliver finance, IT and
human resources.
The new business plan is
focusing on a ‘mixed
economy’ of different types
of partnership – some big,
some small – depending on
the service being delivered.
“If our plans come to pass,
there will be a diverse mix of
some collaborative
arrangements at local level –
working with schools, police
and so on – and some
delivery partnerships
operating across a much
bigger geography, threeborough partnerships or
operating across the Tees
Valley,” says Ms Burns.
For people-based services,

the solution is expected to be
large-scale collaborative
working across three
boroughs.
The council therefore plans
to merge its adult and
children’s social care and
education departments with
those of Hartlepool and
Redcar & Cleveland BCs, with
a final decision likely to be
made this winter.
“Shared service
partnerships are moving into
frontline delivery,” says Ms
Burns.
“In the past we have
tended to talk about
collaboration for back office
functions, but they won’t
deliver anything like the
savings reached by moving
into operational delivery.”
The council is generally
keeping its place-based
services, such as leisure and
refuse collection, in-house,
with a reshaping programme
under way to improve
delivery.

Broad assessment

Uncertain funding

“We have been harder hit
than many other councils by
the cuts, partly because we
are a very low council tax
authority and government
grant made up a larger
proportion of our income.”
The council assessed
various approaches,
including improving
in-house delivery, delivering
services through a trust,
outsourcing to private
companies or other councils,
or working in partnership
with other councils.

“The private sector does not
have a business model that
can deal with the fact that we
don’t know how much money
we will have to spend in the
future,” says Ms Burns.
“Also, many place services
are discretionary, such as
leisure, and given the
uncertainty around
government funding we don’t
know if we will withdraw
from those services in the
future.”
Keeping the services
in-house gives the council

‘‘

There will be a
diverse mix of
some collaborative
arrangements at
local level and
some delivery
partnerships across
a much bigger
geography
ada Burns, chief
executive, Darlington
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the flexibility to react to
changing times, she says.
The resources department
already has well-established
shared services partnerships
in place, and Darlington is
looking at other areas and
other councils where more
collaborative work could be
undertaken.
“There is scope for more
commissioning
partnerships,” says Ms Burns.
l For

further information
contact: communications@
darlington.gov.uk
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Atkins provides independent advice on complex business problems at senior
levels in the public and private sectors, ensuring solutions are delivered with
genuine benefits, releasing efficiency gains from the implementation of organisational and ICT-enabled
business change. The case studies were agreed in partnership with LGC, which independently
commissioned and edited the report.

very

Simon Hope, head
of communications,
Wakefield

WakeFieLd CounCiL

The scale of ‘blue skies’
thinking being carried out by
councils about partnerships
is only too evident at
Wakefield Council, which has
been working on plans to
become a so-called ‘catalyst
council’.
The move will mean the
council keeping the
responsibility for providing
public services, yet without
necessarily delivering all
those services itself.
The challenge facing the
LGCplus.com

council, like so many, is to
drive through £67m of
savings by 2015. This is a
substantial target, although
since 2010 £20m of savings
have already been achieved.
The process accelerated
last autumn, with council
leaders discussing a range of
different service delivery
model options.
Models on the table
included:
l expanding an existing
partnership with Norfolk
Property Services (NPS),

which already provides a
range of provides a range of
asset and property services
for the council
l a new partnership with a
private sector partner
l setting up a ‘local authority
trading company’, in essence
a council-owned company
into which staff would be
transferred and which would
be focused on the delivery of
social care services
l more community-based
partnerships to deliver
services, either fully
transferred or under the
council umbrella, such as
libraries.
As the council said at the
time: “In addition to
generating savings, the aim of
the catalyst council
programme is also to seek
new, innovative ways to
invest in functions,
equipment or technology, to
ensure continued delivery of
high quality services which
meet increasing customer
demands.
“This is especially true for a
range of back office
functions, or those services
requiring investment to

maintain or improve assets.”
Since that landmark
meeting the council has
made steady progress in a
number of areas, although as
a whole the transformation
process is still ongoing, says
council head of
communications Simon
Hope.
In areas such as its library
provision, for example, the
council has been working to
identify ‘hub’ libraries that it
will still run and manage and
then which libraries might be
able to be taken over by
community-based groups.
“The key thing is that we
have not physically shut a
single library yet; we
recognise this is sensitive and
emotional subject for many
people,” says Mr Hope.
“What we doing is looking
to identify and encourage
suitable groups to come
forward by the end of
October and take it from
there. Some may well be
transferred over.”
The work around possible
private sector partners is still
very much a work in progress,
he adds.
“There is still a tendering
process going on and these
things can take a while. This
is an ongoing programme
and will go on for some time,
but it is about doing things in
different ways and looking at
different ideas.”

l For

further information:
http://mg.wakefield.gov.uk/
documents/s36883/
Catalyst%20Council%20
Report.pdf
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‘‘

The key thing is
that we have not
physically shut a
single library yet;
we recognise this is
a sensitive subject
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Integration improves
quality as it cuts costs

ALAMY

Every year, Interserve and research firm YouGov survey senior
decision makers to understand how the local government market is
changing and the key drivers in their procurement decisions. And
every year local government tells us about its tough financial targets
and the need for change to support this.
However, despite this challenging picture, local government has
seen only a small proportion of strategic facilities models come to the
market, much less than expected.
In other sectors, especially central government, defence and
healthcare, departments have been benefitting from cost savings of
up to 30% that a joined-up proposition can deliver.
Reasons cited for not leveraging these savings include political and
organisational challenges, such as the capacity and skills to
implement change.
Over and above this, though, there appears to be a deeper reason
for sticking with the status quo.
Local government is more sensitive to the community perception
of its service than any central government department.
It is looking for models that simultaneously allow it to deliver
savings and value, while also focusing on the wider community
benefits.
This is exemplified in the research, with some 60% of respondents
saying the voice of the community should affect how service
performance is measured.
Moving to a total facilities management model, however, is not
just a way to streamline services and focus on costs, it is also an
opportunity to develop local skills and promote career opportunities.
It is an opportunity to focus resources on where they are needed
most and design services to suit local needs. For instance, a total
facilities management model means the supply chain can be
procured in a way to support the local community.
Around 70% of Interserve’s supply chain is delivered by small to
medium enterprises, for example, which in turn supports local
employment, training and economic activity.
One of the themes of this chapter is to investigate the reasoning
behind current market attitudes and illustrate some of the alternative
solutions that can be achieved through a total facilities management
model.
As we see overleaf, London Borough of Croydon and Slough BC
are excellent examples of how facilities management can help to
meet local government requirements.
Facilities management is an opportunity for local government to
put customer needs at the heart of the measurement criteria. It is an
opportunity to guarantee that local procurement will continue for
many years to come, and it is an opportunity to leverage the private
sector to train and develop local people.

Balancing r
Local government managers are
embracing partnerships, but accept they
can bring added risk. NIC PATON reports

T

he landscape for the
delivery of council
services is going
through a period of
rapid and radical change.
How radical and how rapid
was highlighted in July in a
poll of UK councils carried
out by market researcher
YouGov and commissioned
by Interserve.
The survey of chief and top
executives in 100 local
authorities across the
country between February
and April provided a measure
of the appetite within local
authorities for outsourcing.
It highlighted how such
local authority partnerships
are evolving under the

intense strain of the current
efficiencies agenda, and how
the solutions being arrived at
are often not straightforward.
The broad picture is that
outsourcing remains one of
the key weapons in the local
authority executive’s
efficiency armoury.
We can expect to see 32%
of services being outsourced
by the end of the current
spending round in 2014/15,
up from the slightly more
than a quarter – 26% – at the
moment, which has itself
shot up six percentage points,
from 20%, in the past 12
months.
This is not in itself much of
a surprise; outsourcing is not
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g risk with reward
a new concept for local
authorities. To an extent it
was always likely that the
intense cuts outlined by the
government would lead to an
acceleration of existing
efficiency models.
But drill down into the
Interserve research and some
intriguing trends emerge.
First, halfway through the
current spending cycle,
councils are evidently
concerned that we are by no
means over the worst when it
comes to making tough
spending decisions.
While authorities reported
that on average they had
achieved savings of 16% to
date, this will need to

LGCplus.com

accelerate, with councils
needing to achieve a further
18% of cuts by 2014/15. More
worrying, nearly a third – 31%
– conceded they did not
expect to achieve their target
cuts in this timeframe.
This in turn is leading to
intense debate about the best
way forward. The research
identified a split between
councils that needed to make
greater than average savings
(or more than 25% efficiency
savings) or which had larger
budgets (of more than
£100m) and smaller councils
or those where the pressure
was perhaps less intense.
The former, it found,
appeared to see outsourcing
as much more of a panacea
than the latter when it comes
to making savings, saying
they planned to outsource up
to 60% of all their services.
Conversely, those with a little
more ‘wriggle room’ were
much more inclined to try
and keep resources in-house
or share them with other
public sector providers, with
this tranche planning to
outsource just a fifth of
services by 2014/15.
What does this all show?
Mark Fox, chief executive of
the Business Services
Association, which acts as a
forum for service providers,
argues firstly that it simply
illustrates that there is never
going to be a one-size-fits-all
solution for local government
for outsourcing.
“The nature of local
government is that it lends
itself to a variety of activity

key findinGs
l 38% believed no service was unsuitable for outsourcing, including
previously sacrosanct areas such as children’s services and public
protection
l 44% feared local political concerns were a serious barrier to
outsourcing
l 44% had still not implemented a strategy to deal with their
budgetary challenges to 2014/15, though this was down significantly
from the 79% reported last year
l 59% believed the voice of community would affect future
measurement of private sector partnerships, down from 75% in 2011
l 81% felt outsourcing to a commercial partner had been successful,
and 82% believed outsourcing had a role to play in achieving their
targets
l Councils expected only 20% of outsourced council services to be
provided by the third sector by 2015, with half provided by commercial
providers
l Councils also expected a 15% reduction in the size of their built
estate.

because authorities will be of
different sizes, have different
responsibilities, complexions
and prioritise different ways
of addressing the challenges
they face,” he says.
Other options

Second, it is clear that, while
outsourcing does have a very
important role to play in
councils’ budgeting
processes, for many local
authorities it is just one
solution on the table. For
some it may be a central part
of how they effect
efficiencies, for others it will
be less vital in terms of the
bigger picture.
“People do need to
understand that the private
sector cannot provide a silver
bullet or an answer that fits
everyone,” says Mr Fox.

“There will inevitably be a
range and variety of delivery
formats.”
Finally, one key issue that
does still very much need to
be resolved is where risk and
responsibility should lie in
this challenging new
environment.
Seven out of 10 of the
councils polled believed
outsourcing reduced control
and increased risk. The
public perception of
outsourcing along with local
political barriers were other
key concerns.
Against that, and possibly
controversially, more than
half – 57% – conceded that
over the next few years
councils will need to become
increasingly willing to take on
greater risk to deliver the
required savings.
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Facilities management

case studies: present and future savings
Croydon is heading for £9m savings on its FM
contract, while Slough is boosting its property
services, writes niCoLa SuLLivan
Croydon CounCiL

In the ongoing environment
of intense central
government-driven spending
cuts, local authorities that
entrust the delivery of goods
and services to the private
sector are, naturally,
becoming increasingly
focused on getting a bigger
bang for their buck.
This is certainly true in the
case of Croydon Council,
which has been using its
facilities management
contract with Interserve to
maximise savings and
efficiencies.
The contract provides core
services, such as building
maintenance, security,

cleaning, mailroom,
reprographics, energy and
utilities management, as well
as health and safety.
Last year the contract, first
signed in 2006, was extended
to 2016, by which time it is
expected to have delivered
£9m of savings. Since the
contract’s start it has realised
£6m of savings.
These future savings will
be achieved in part by
restructuring relevant
management teams, both
those working for the council
and Interserve, and using
council space more
efficiently. This will result in
the closure of some smaller
council offices and more
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efficient use of the council’s
physical estate generally.
According to Aiden
McManus, director of
corporate services at
Croydon: “The contract
delivered £2m of savings in
its first year and annualised
savings have been consistent.
For example, we consolidated
50 contractors into just one
and avoided having to deal
with 28,000 invoices a year.
“We adopted a delivery
model which kept a strategic
and operational overview
in-house, while we
contracted out a full range of
facilities services covering
everything from office
services to minor and major
projects.
“We also developed joint
initiatives for energy saving,
carbon reduction, Fair Trade,
community engagement and,
in the latter years, we have
put great emphasis on
customer engagement and
developing a single point of
contact for users.”
Kelly Thoden van Velzen,
Interserve’s general manager
for Croydon Council, says:
“For Croydon to take the risk
of moving to a smaller team
and transfer the delivery risk
to us was a real step forward.”
One of the key elements of
the contract has been the
adoption of a single service
provider model – a move the
council says has significantly
reduced administration costs.
Previously an in-house team
managed several individual
subcontractors that provided
a number of different

services, a much more costly
and inefficient model.
Measures have also been
taken to reduce waste and
improve recycling services.
After raising awareness and
installing recycling services at
all 350 council properties, the
amount of items being
recycled saw an immediate
increase, from 116 tonnes in
2005 to 230 tonnes in 2006,
and progress has continued.

For further information
contact: info.localgovernment@interserve.com

SLouGh BC

Slough BC was rated as a twostar social housing
organisation by the Audit
Commission in 2007, in large
part as a consequence of a
series of innovations on the
back of its outsourced
contract with Interserve.
The contract delivers
maintenance and repair
services for council house
tenants and has allowed the
council to unlock £45m of
funding over a four-year
period, in turn allowing it to
increase the numbers of
properties being refurbished
and generally improve its
housing stock.
Since Interserve took on
the contract a decade ago a
number of other significant
changes have been made that
have proved invaluable in
coping with the efficiency
and austerity agenda.
The council’s maintenance
and repair services have been
made more efficient
following the introduction of
LGCplus.com

As a trusted partner of a full range of commercial business and public sector clients,
Interserve’s facilities management and support service solutions enhance both our
clients’ performance and efficiency. Our aim is to embrace and complement our customers’ operations
and reputations through the application of our own experience and understanding. The case studies were
agreed in partnership with LGC, which independently commissioned and edited the report.
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The contract has
been designed to
deliver continuous
improvement to
help improve cost
savings
Trevor Roffe, head
of property services,
Slough BC

software to schedule, manage
and prioritise the delivery of
requests made by tenants
contacting the helpdesk.
Mark Stimpson, operations
director at Interserve, says:
“The software will identify
when an engineer is available
and schedule jobs
accordingly, whether it is by
geography or need or
vulnerability. It will then
produce a run sheet for their
next day’s work.”
Telemetry has also been
installed in the council’s fleet
of vans, which allows for the
location and speed of each
vehicle to be tracked.
“We know where they are
when the vehicle stops
working or whether it is
speeding,” says Mr Stimpson.
“We can monitor driving
standards and adjust that.
LGCplus.com

“If they need to attend an
incident by a certain time, we
can demonstrate quite
categorically when a vehicle
turns up at an address.”
In addition, Interserve has
struck a deal with building
product supplier Wolseley
UK, which runs a store
counter at the Interserve
depot in Slough and manages
the levels of stock needed to
maintain tenants’ houses.
“When a call comes in to
the helpdesk, it gets raised on
our system and the engineer
gets notified,” says Mr
Stimpson. “They will go to
the store counter to get
materials at the start of the
day before going to the job.”
This reduces the number
of second calls, whereby an
engineer visits a house,
establishes what needs fixing,

goes away to get the parts
and then comes back.
“There is a risk of a lot of
second calls, wasted journeys
and disruption to the tenant.
If an engineer comes and
says ‘right, I need a ball valve
for your toilet’ they then have
to go away and get one and
come back,” says Mr
Stimpson.
Another key element of the
contract has been the priority
given to ensuring it supports
the local economy by
employing local people and
using local suppliers where
possible.
For example, more than
half the employees working
on its helpdesk now live in
the properties the contract
serves to maintain.
Other elements of the
contract include an

emergency call-out service
for tenants, a fortnightly
drop-in repairs service and
an IT system that enables
tenants to know exactly when
repairs and maintenance will
be carried out.
Tenants are also invited to
provide feedback on the
service provided for them
and asked to fill satisfaction
cards after any repairs have
been completed.
Slough head of property
services Trevor Roffe says:
“The contract has been
designed to deliver
continuous improvement to
help the council improve cost
savings, to reduce spend on
property maintenance, and
provide an opportunity to
reinvest in tenants’ homes
and corporate buildings.
“The standard adopted by
Slough already exceeds the
minimum set out by the
Decent Homes standards
with modern kitchens,
bathrooms, replacement
heating systems, rewires and
secure external doors.”

l For further information
contact: info.localgovernment@interserve.com
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FOREWORD

EIRA HAMMOND
Local government, HR and payroll expert
BT Global Services

Uncertainty can be
managed – together
Councils are having to rise to deeply challenging circumstances. On
one hand they are facing increasing demands for and pressures on
their services – austerity and difficult economic times have forced
many people to rely more and more on the ‘safety net’ provided by
their local authority.
At the same time, efficiency demands and ongoing budget
reductions mean departments are getting smaller, workloads are
increasing and teams are under ever greater pressure to develop new,
leaner ways of working as well as deliver ‘business as usual’ – and all
with fewer resources to call upon.
This has been particularly the case within HR and payroll. Not only
have these been a prime target within many local authorities since
2010 for cutbacks and efficiencies, they also need to manage and
implement significant changes.
Next month, for example, will see the arrival of pensions autoenrolment, while the introduction of real-time information for payroll
will be a major challenge from next April. Teams as a result are even
more stretched than usual, with fewer staff to manage these large
projects.
This is where a genuine partnership approach – as opposed to just
a traditional contractor relationship – can make a real difference.
In the past, shared services have been characterised by large-scale
business process outsourcing contracts. These still have their place,
and can enable councils to deliver more efficient and effective
processes, so enabling them to meet the demands of their local
communities.
But we are increasingly finding councils want to accelerate the
transformational benefits available from sharing services and are
seeking a new approach: business process as a service (BPS).
BPS is the delivery of a single service, or group of services, through
a shared service environment. With BPS, councils buy a service, often
on a shorter-term contract, and only pay for what they use. It can
also be a shared service with others.
Importantly, moving to a BPS model can provide a relationship
step-change, creating a real sense of partnership – of sharing and ‘in
it together’ – between provider and council. Equally, the savings
achievable through BPS transformation can be redirected to meet the
increasing demand for council services.
Faced with unprecedented change, less spending power and more
demands for services, councils are recognising it is time to re-evaluate
existing methods and forge new partnerships and models. We may
live in uncertain times but, together, uncertainty can be managed.

COLUMN SPONSORED AND SUPPLIED BY BT
www.bt.com/localgovernment ■ grant.anderson@bt.com
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Easing the b
A genuine partnership requires real,
long-term commitment from both
sides, says IAIN MALCOLM

C

ouncils often make
a lot of noise about
the relationships
they forge with the
private sector. But South
Tyneside does genuinely
believe the partnership it has
with BT is something of a
blueprint for the future of
public and private sector
partnerships.
When we started this
process we knew that
whatever party won the
general election in 2010 it
was going to be difficult for
local government. So it was
very clear we were going to
need to look at innovative
ways to provide value for
money and effect savings.
One of the key ways we were
going to be able to do that
was through creating a
strategic partnership with an
external partner.
At one level, BT South
Tyneside Ltd (BTST) is a
standard transactional
partnership, in that it has
been driven by a desire to
make significant back-office
savings and, in turn, free
resources to devote to frontline priorities.
The 10-year contract we
agreed in 2008 created a new
wholly owned BT subsidiary,
and included a commitment
by BT to invest some £23m
into service transformation
and business process
improvement over the
lifetime of the contract.
What has it achieved so
far? The partnership has been
very much focused on the
transformation of our

transactional services – IT,
HR, finance, procurement
and customer services.
And we’ve seen significant,
very visible changes and
improvements. The
partnership has not only
protected the jobs of those
who have been transferred
under TUPE. It has also so far
created 600 sustainable jobs,
from a target of 750.
The performance levels of
our support services have
improved, with 70% of the
LGCplus.com

e back-office ‘burden’

‘‘

What’s most exciting about BTST is the strategic
relationship we now have with a global operation
such as BT and the commitment it as a result is
making to South Tyneside

LGCplus.com

achieved through the
Corporate Procurement
Service (CPS).
Within customer services,
the partnership has led to a
streamlining of processes,
particularly around claiming
of benefits. Where claims
formerly required the
completion of a 28-page
application form (and where
only 30% of customers as a
result provided the correct
information), there is now a
much more efficient ‘speak,

One key ‘next level’ is how it
might begin to deliver back
office efficiencies for other
councils in the region.
The government is coming
to us every year and
demanding more and more
savings; the pressure is only
going to intensify. One of the
key ways councils are going
to achieve these ever greater
economies of scale is by
working together and
looking, among themselves,
at who is best fitted to be
providing services.
For example, there is sense
in us delivering payroll
services for other councils in
the north-east in order to
achieve efficiency savings.
There will always be things
councils can only do
themselves and which will
need to remain local. But
areas such as back office
activities, specialist
education services and major
infrastructure projects could
well lend themselves to more
collaborative, regional
approaches and
partnerships.

Iain Malcolm is leader of
South Tyneside Council

alamy

indicators we use showing
year-on-year improvement; a
3% year-on-year reduction in
service charges is an added
bonus.
The partnership launched
a new HR service centre in
February last year that since
its launch has handled 26,000
calls, or more than 1,100 calls
per week, with (just as
importantly) more than half
of these resolved at first point
of contact.
We’ve seen £30m of savings

meet and complete’ process
in place.
This is all hugely valuable
in this challenging time. But
what’s most exciting about
BTST is the strategic
relationship we now have
with BT and the commitment
a global operation such as BT
is as a result making to South
Tyneside.
This commitment is
perhaps most visible in the
building of a new BT
headquarters at One Harton
Quay, a building that has
become one of the
centrepieces of the
regeneration of the South
Shields riverfront, the final
part of the River Tyne
riverfront to be regenerated.
By lifting some of the
transactional, back-office
‘burden’ from the council,
BTST is enabling us to
become more ‘civic’, to focus
more on what we know needs
to be our priority – the
frontline services our
community relies upon and
expects from us.
So what’s next? I think this
partnership will act as a
catalyst for further change.
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CASE STUDY: THE VALUE OF A STRATEGIC PARTNER
Working with the right partner can give
access to advanced technology. KATHY
OXTOBY outlines an example
For any local authority, the
need to improve services and
provide value for money for
taxpayers while operating in
a tough economic climate is
no easy task.
Lancashire CC has
responded to this challenge
by partnering with BT, using
its technology and expertise
to simplify processes for
many day-to-day tasks.
Service focus

Not only does the partnership
mean the council is able to
provide services to users
more quickly and efficiently,
the wider ambition is that it
will free the council to focus
more on its core remit of
frontline service delivery as
well as improve how it
communicates and engages
with its employees and its
community.
Established in 2011, and
formally launched in May of
that year, One Connect Ltd is
a strategic partnership
between BT and the council.

‘‘

The ownership structure of
the partnership is split, with
the council having a 40%
stake while BT owns the
remaining 60%. The
arrangement, which both
sides stress is very much a
strategic partnership rather
than simply an outsourcing
contract (meaning services
are retained in the county), is
also managed jointly by BT
and the council.
The joint management
structure means One
Connect has 10 directors
(including two non-executive
directors), with four
appointed from the council.
BT, in turn, has committed its
group finance director, Tony
Chanmugam, to become
chairman, as well as a
number of senior BT
executives to become board
members.
Although still early days –
in that the agreement is a
10-year contract – over the
life of the contract the council
predicts the partnership will

The partnership
has not only saved
us money, we also
have access to a
tremendous pool
of expertise we
otherwise wouldn’t
have had
Phil Halsall, chief
executive,
Lancashire CC
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result in savings of at least
£100m, primarily through the
faster deployment of
technology and upgrading to
new systems.
Lancashire CC chief
executive Phil Halsall argues
that, while the backdrop to
the partnership is the
ongoing deeply challenging
efficiency agenda, austerity is
also offering local authorities
opportunities to think more
innovatively.
“Local government is a
challenging environment. We
all face cuts and need to look
at different ways of operating
more efficiently and
effectively,” he says.
Local connection

BT, which employs 100,000
people globally, is a
significant private sector
employer in the county,
employing some 2,400 staff in
Lancashire. This was one of
the many selling points when
it came to choosing BT as a
partner.
The venture has seen
around 800 council
employees seconded into the
partnership, alongside a
number of BT staff.
The council has transferred
responsibility for a range of
services to One Connect.
These include ICT for both
the council and its schools’
estate, the management and
delivery of its HR and payroll
back-office services and the
management and delivery of
its customer service centre
and its procurement
function.

BT’s track record in
technology means that
innovation and efficiency
around ICT is one of the key
priorities of the partnership,
says Mr Halsall.
“We have around 300
people who work in ICT, all of
whom are good at their jobs
and understand the pressures
and demands on local
government,” he says.
“But the world of ICT is
changing at such a pace that
those 300 people cannot deal
with all of the issues the
council faces and keep
abreast of all the changes
LGCplus.com

Sponsored by BT whose experience extends right across the public sector – from local
authorities and other organisations to national ‘giants’ such as the Department for
Work and Pensions, the MoD and the NHS – that deliver vital everyday services in
communities across the length and breadth of the UK. The case studies were agreed in partnership with
LGC, which independently commissioned and edited the report.

TNERSHIP

‘‘

This partnership
gives us the
reassurance that
we have a secure
platform to help
us take advantage
of the latest
technology
Phil Halsall

happening in this area. So the
idea of adding our local
government skills, together
with our technical skills, to
BT’s made a compelling
offer.”
Access to expertise

To this end, he argues, it is
not just about bottom-line
savings. The partnership “has
not only saved us money, we
also have access to a
tremendous pool of expertise
we otherwise wouldn’t have
had”.
Already concrete benefits
are starting to show through.
LGCplus.com

In the first year of operation,
One Connect has delivered
direct savings of more than
£10.3m and indirect savings
of £7.8m.
A new HR and payroll
system has been created and
implemented a year ahead of
schedule. This enables
employees and managers to
carry out a host of tasks
online. The total number of
paper forms received has
reduced by 97% to fewer than
500 forms per month
compared with more than
11,000 before the system’s
introduction.

In June this year, too, the
partnership’s HR, payroll and
ICT services achieved the
ISO 9001 quality
management standard.
There have been other,
unforeseen benefits,
including the council being
better able to ensure the
technology it uses to deliver
services remains both safe
and secure, something
becoming especially
important for local
authorities in a world where
technology is changing
rapidly.
Communities and council
employees are increasingly
expecting to be able to access
council services and
information in new ways,
primarily on the move, an
evolution that in turn is
throwing up a range of
challenging data security
issues.
“There is a proliferation of

mobile devices available, so it
is crucial to keep a measure
of control as to how they are
being used by the council,”
says Mr Halsall. “This
partnership gives us the
reassurance that we have a
secure platform to help us
take advantage of the latest
technology.”
The council, he adds,
would “find it difficult to see
how to make the best use of
advancements in technology
without a specialist partner”.
Over time, the ambition is
very much to tap into the
global reach, expertise and
experience an organisation
such as BT can bring.
Benefits of scale

“BT has a massive research
capacity, which is bound to
be much further ahead than
the council is,” says Mr
Halsall.
“By working with the
organisation we have access
to what is happening in the
early stages of how new
products are being
developed, and later can use
them to help us deliver better
services in a secure way.
“Be open-minded about
the benefits you can get from
a partnership. We had a
highly skilled workforce
already in place. But One
Connect has helped us to add
huge value to what we do and
to keep up to speed with the
rapid pace of developments
in new technology.”

● For more information
contact: eddie.sutton@
lancashire.gov.uk

27 September 2012 Local Government Chronicle 23

▼

Education

FOREWORD

IAN PARRY
Cabinet member for finance and transformation
Staffordshire CC

Progressive partnering
helps children learn

ALAMY

Pressures on budgets, widespread changes in governance and a
growth in service providers are all creating a challenging landscape
for schools. In our case this put a question mark over whether our
in-house provision would be able to accommodate such new and
increasingly competitive pressures.
It was clear ‘do nothing’ was not an option. The political leadership
was determined to find a new business model that would remain
competitive as well as safeguard jobs and quality of service.
So, earlier this year we decided to create a new joint venture
company with an investor partner, one designed to bring a fresh
approach to the way schools buy essential operational services.
The process is still ongoing but our aim is to identify a partner with
whom we can set up a joint business offering a one-stop-shop
support to schools, including meals, grounds and building
maintenance, music tuition, teacher training and ICT.
This venture will, we believe, change the face of Staffordshire’s
education support services, creating a stronger business, one free to
innovate, and with the opportunity to develop and grow.
As with any major change, there have been obstacles to overcome.
This decision affects some 5,000 staff delivering services to around
400 schools across the county.
There have been the inevitable questions about job losses, and we
have gone to great lengths to reassure our staff and explain the
proposals.
We have found it is vital to meet these issues head-on through
regular updates, offering people the opportunity to ask questions and
giving as much information as possible to make the process clear.
We are confident this change will protect our school support
services from the two-pronged threat of less funding and greater
competition in the marketplace.
The key throughout, however, has to be to communicate the
bigger picture, and how a joint venture of this type will bring in
outside expertise, create a stronger business and benefit schools.
It has also been important to emphasise that the priority was, and
still is, supporting schools to provide the best possible education for
the young people of Staffordshire. To do this we firmly believe schools
need to have access to the best support possible.
With the potential for school rolls to increase, coupled with
changes to the funding schools receive, councils have little choice but
to look at as many different ways as possible to deliver our services,
both now and in the future.
To this end I can see many more services adopting a joint venture
model if they feel it is the right path for them.
I can also see more services integrating or moving towards
commissioning models.
What we are doing may be bold and progressive, but we also
firmly believe it will lead to even better outcomes for the children of
Staffordshire.
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Opening up
Less rigid structures mean more chance
for talented people in education to
make a difference, says ROSS GRIFFITHS

H

ow should we talk
about markets in
the context of
schools and
education? Should markets
even be part of the
conversation about the future
education of our children?
Education is going through
some major shifts. There are
processes going on not unlike
the reforms in other sectors
of the economy in which,
hitherto, the state sector has
been the dominant provider.
It is possible to identify
three key shifts:
● The separation of the
planning and commissioning
of education from the
provision of education on a
state-funded basis. The role
of the local education
authority is becoming more
one of strategic planning and
commissioning while the
provision of education is
becoming led by separately
governed schools.
● The lowering of barriers to
entry. Free schools may feel
the process they have been
going through has not been
easy. But the very fact they
can seek free school status is
an opening up of the market
of school providers.
● Change of ownership and
governance. Trust schools
and academies now have an
existence separate from the
local education authority that
previously owned and
controlled them. It is
important, however, this is
clearly distinguished from
privatisation in that the
ownership and governance of

trust schools and academies
is not one that can be traded
or sold for private gain.
Political arguments on the
merits or not of this remain
fierce. But these trends –
these three limbs of
deregulation – can be seen
going on in the NHS and in
other services provided by
local government, including
social care, leisure services
and social housing.
In the future, therefore, it
can be expected the local
education authority will have
a very different role and a
very different way of doing
LGCplus.com

up a real opportunity

Councils, like pupils, are
going to have to think
imaginatively to achieve
top results
things; it will no longer be the
main provider of schools or
of services to schools.
Its role, rather, will be to
ensure there is in its area a
comprehensive system to
meet the education needs it
identifies.
It will still have strong
powers it can exercise.
Through the direct schools
grant it will continue to hold
the purse strings of the lion’s
share of the schools budget.
But schools, in turn, are
starting to organise
themselves into groupings to
procure or provide the
LGCplus.com

services they need.
At Cobbetts, for example,
we have worked with many
co-operative trust schools
and some multi-school
co-operative trusts that are
using this structure to
develop shared approaches
to purchasing and resources.
Other groups of schools are
joining different structures,
sometimes as a forum for
discussion, but also as a
means of providing mutual
support.
The Schools Co-operative
Society is already using the
collective clout of the roughly

200 co-operative schools to
share expertise and procure
services for its members.
A number of LEAs are
exploring the establishment
of new schools service
delivery bodies, variously
involving schools as both
customer and owner,
employees and, in some
cases, a private sector partner
on a joint venture basis.
Looking at how the
schools’ market may develop,
there are bound to be schools
that will wish to exercise their
new independence.
They are likely to seek to
get better use from their
‘non-productive’ costs by
sharing services with other
schools or by buying in
services from elsewhere.
If the schools market
follows the deregulation
trends seen in other sectors,
we are likely to see more
shared services
arrangements, commercial
providers and possibly lead
schools acting as support
organisations for others and
charging them for it.
Will this lead to
concentrations and
monopoly? What starts as
sharing costs for the sake of
efficiency and keeping prices
down for consumers can
easily lead to businesses with
considerable market share
able to defend against new
entrants.
This may take some years,
but it should be borne in
mind some very big
businesses listed on the stock
exchange have emerged from

public sector service
providers.
The government, finally, is
very keen on what it calls
‘employee mutuals’ and
‘employee mutual joint
ventures’.
Employee involvement
(including through
ownership) is generally seen
as creating an environment
more conducive to efficiency
so it is logical to pursue it.
Bringing in a private sector
partner for a joint venture
approach is being tried in
some instances, and has been
seen over a number of years
as a means of bringing in new
management techniques,
maybe some investment,
access to new markets and as
a means of incentivising
success.
The Three Boroughs
Partnership (see overleaf) is
seeking a private sector
partner for its schools
services and, in central
government, the joint
venture of My Civil Service
Pension has been getting a lot
of media coverage.
Many talented individuals
in the management of
schools and services are
already embracing this new
market environment. Many
who entered public service as
a career choice are finding
they thrive in this new
commercialised setting.
There are exciting times
ahead in education.

l Ross Griffiths is a former
public sector manager and
now a solicitor at law firm
Cobbetts LLP
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case studies: alternative service models
With the sector undergoing major reform,
involvement and consultation are invaluable in
generating success, as Joe Lepper discovers
WarrinGton and
HaLton BCs

Following the Labour
government’s announcement
in 2009 that national strategy
funding for school
consultancy services was to
end, Warrington and Halton
BCs decided to team up to
find another way of keeping
their services running.
Apart from their
geographic proximity, the
councils also shared a belief
that a private sector partner
would be best placed to help
run the new venture.
Following a competitive
tender, Serco was selected in
July last year, based on its
experience of running a wide
range of education support
services nationwide. The deal
involves Serco taking half of
any profits made by the new
venture, called Aspire, with
the councils sharing the rest.
Pinaki Ghoshal,
Warrington’s assistant
director of children and
young people, says: “We were
faced with a number of
choices when we realised the
central government money
would run out. We could
make staff redundant and no
longer offer those services, or
we could work together and
bring a partner in.
“Bringing Serco in meant
we could offer schools a
better service, offering what
schools wanted rather than
be restricted to offering what
we already did.”
Services Serco brought to
schools through the deal
include support with Ofsted

inspections and consultancy
in humanities.
Among potential
challenges faced when
launching the service in
September last year was
Serco taking on 20 staff from
both councils under TUPE.
Mr Ghoshal says: “This
went smoothly. There was an
understanding from all sides
that we either go down this
route or the service stops and
staff are made redundant.”
Instead much of the
opposition to Serco being
drafted in was from
politicians from other
councils in the north-west
and school governors, says
Mr Ghoshal.
Changing minds

He adds: “After a year in
operation those who were
cynical are coming round as
the benefits start to emerge.
With Serco on board we can
now offer training for
governors, for example.”
The partnership has met
the councils’ two key targets
in its first year: to ensure all
schools that bought in Ofsted
support achieved a better
inspection report and for 75%
of schools in the boroughs to
buy its services.
The current year’s focus is
to gain business from schools
across the north-west and
encourage schools to sign up
to Aspire’s Mutual Learning
Bank, by which schools pay
for each other’s expertise.

l For more information
contact: pghoshal@
warrington.gov.uk
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devon CC

Sue Clarke, Devon CC’s head
of learning and education,
“was expecting some
negative response” to the
council’s decision at the start
of the year to bring in defence
manufacturer Babcock to
help run its education
support service.
But with Babcock
employing around 4,000 local
people, mostly at its base in
Plymouth, she says: “In the
end it received a very muted
response from local people,
many of who have close links
with the navy.”
This local link was a key
factor in Devon selecting
Babcock to run the service,
called the Devon Learning
and Development
Partnership. It was already
operated commercially as an
arm’s-length council
enterprise.
As well as managing school
support services Babcock will
offer apprenticeships and
supply mentors to young
people from its workforce.
Another factor in hiring
Babcock, says Ms Clarke, was
its track record in supporting
education services nationally
through its education arm
Babcock 4S.
It is one of 12 approved
Department for Education
providers of education
support to academies and
free schools and runs
education support services in
Surrey.
The partnership with
Babcock was launched in
April and, if successful, will

run for seven years, with
Babcock owning 80% of the
education support service
and Devon the remainder.
Support covered includes
the curriculum, early years,
digital media, finance, school
libraries, staff and governor
training and special
educational needs support,
involving around 300 staff.
With such a large number
of staff, consultation was key
to ensuring their smooth
transition to Babcock under
TUPE, says Ms Clarke.
“One of the things that
impressed us with Babcock
was that during the change
LGCplus.com

s

Pinaki Ghoshal, assitant
director of children
and young people,
Warrington BC

process union
representatives sat on the
programme boards that were
developing the service,” she
says. “This really helped keep
them involved.”
As the partnership
progresses Ms Clarke hopes it
will win contracts outside of
Devon, as well as continuing
to provide support to local
schools. It is hoped over the
seven years the deal will earn
the council £10m in
dividends and savings, largely
from staff transferring to
Babcock.
Ms Clarke says: “We
needed to bring in
LGCplus.com

commercial expertise to
ensure we can compete for
national contracts. We are far
from London, so having an
internationally recognised
brand like Babcock involved
will help us to do that.”

l For further information: sue.
clarke@devon.gov.uk

Three BorouGhs
MuTuAL

Three Boroughs Mutual
(3BM), which is being formed
to provide school support
across Hammersmith &
Fulham, Kensington &
Chelsea and Westminster, is
one of a number of

employee-led ventures
receiving financial support
from central government.
The Cabinet Office’s
Mutual Support Programme
is handing out £10m to public
sector employees looking to
run services as a mutual, and
3BM is among the first to
receive money.
The bulk of the £55,852 it
received earlier this year will
go towards the legal costs
involved in procuring a
private firm to support 3BM
over the next four years. A
tendering process is under
way, with the shortlist now
down to three and a selection
expected by November.
Andy Rennison, assistant
director for school support
services at 3BM, says the
private sector partner will
own no more than 25% of the
new venture.
He adds: “We need that
business expertise to come in

but it is also important that
we keep control.”
The financial plan for “the
first few years”, says Mr
Rennison, will be “to ensure
we put money back so that
we can remain viable as a
new entity in case the
financial climate worsens. We
think that is better than
seeing the money leave.”
3BM is expected to run
around 200 schools contracts
across the three boroughs,
covering support in areas
such as ICT, regeneration and
school finance.
The increase in academies
and free schools also presents
“new opportunities”, says Mr
Rennison.
“We have the flexibility as
3BM to react to changes and
different forms of school and
have already built up a good
relationship with local free
schools and academies in the
borough,” he says.
Consultation key

Around 33 full-time staff and
10 agency staff are set to
move over to 3BM.
Mr Rennison says: “What
we are finding is that some of
the younger members of staff
are very enthusiastic, as they
can see the rewards over
time. There is a nervousness
though from older staff, and
that is understandable. But
we are pressing our case and
realise consultation with staff
is very important for this to
succeed.”

l For more information
contact: Andy.rennison@lbhf.
gov.uk
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‘‘

There was an
understanding
from all sides that
we either go down
this route or the
service stops and
staff are made
redundant
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