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Find out from 87 different authorities the top three
budgeting priorities in 2012/13, and the main
impacts on councils’ budgetary process from the
current financial spending situation
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The survey results suggest that the
majority of local authority finance
professionals are aware of their
budgeting and forecasting challenges.
With 92 per cent of survey respondents
under pressure to cut costs, this will be
a key driver for seeking process
improvements and reducing Excel
spreadsheet dependency.
Roman Haluszczak CPFA
Senior Manager
CIPFA Finance Advisory Network
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Download your copy of the Local Authority Budget Management Survey 2012/13
at www.advancedcomputersoftware.com/abs/budgeting

www.advancedcomputersoftware.com/abs /localgov
08451 605 555
The Chartered Institute of Public Finance and Accountancy (CIPFA) in partnership with Advanced Business Solutions surveyed
87 local authority finance professionals (from 87 different authorities). All are members of CIPFA’s Finance Advisory Network.
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At one level it barely feels
like yesterday since the 2010
spending review, even though
it has now been part of the
public sector landscape for
some 18 months.
The post-spending review
world has taken some getting
used to and, as we have
highlighted in LGC on many
occasions, local authorities by
and large have been rising
valiantly and creatively to the
challenges it has posed.
Yet the central theme of
this supplement, it is possible
to argue, is not the spending
review, even though the
government’s efficiency and
localism agendas are still very
much acting as the primary
catalyst for the innovation,
collaboration and
transformation running
through our chapters.
No, the key topic – and
the key question being
whispered increasingly loudly
within council chambers – is
“what next?”. Local
authorities have done
extremely well in driving
through change and
efficiency, and they should be
applauded for that and their
efforts recognised.
But, just as efficiency was
not invented for local
government by the coalition
– indeed most councils were
running pretty tight ships
before 2010, whatever the
‘spin’ to the contrary – so
there is little sign that the
austerity agenda is going
to end with the completion
LGCplus.com

of the current spending
review cycle.
The challenge for local
authorities then, as
Northampton CC’s Paul
Blantern has highlighted on
p6, is going to be that once
you’ve partnered, squeezed,
trimmed, restructured, shared
and collaborated – once
you’ve done all the obvious
things – yet ever-tighter
efficiencies are still being
demanded of you, what’s
next?
It may be that even more
difficult decisions are going
to need to be made, and still
more imaginative thinking
required, perhaps around
previously sacrosanct areas
such as whether demand for
council services can be
reduced, redirected or just
managed differently.
Similarly, as Warwickshire
CC’s David Carter has argued
on p16, it is becoming clear
that the long-term
model – and challenge –
will not be how to do
more with less but how to do
less with less, yet still get the
most value from resources.
In short, the sector may be
facing not just a financial
‘lost decade’ but – yes, I know
this was Trotsky’s favourite
concept – an era of
permanent revolution.
Revolutions, we all know, can
be either destructive or
constructive (or occasionally
both). Which this will turn
out to be, well, that’s a
debate for another time.

‘‘

Once you’ve done all
the obvious things,
yet ever-tighter
efficiencies are still
being demanded of
you, what’s next?
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The background

Time to tackle the tric
Managing the demand for services
may help stretched resources go
further, says Mark smulian

ALAMY

Y

ou’ve appointed
joint officers, shared
services with several
neighbours,
squeezed suppliers until they
howl and cut enough salami
slices to open a delicatessen.
But the need to make
savings is still there. What can
be done?
Some think it’s time to look
at the other side of the
equation – having done all
that you can reasonably with
supply side savings, can
demand for council services
be reduced?
This can be a blunt
instrument that invites
reputational trouble and
electoral retribution against
councillors, for example if
eligibility for social care is
arbitrarily tightened or
libraries closed.
But if it transpires residents
don’t need the service
concerned, or can access
what they need more cheaply
and easily elsewhere, new
savings open up.
Paul Blantern, chief
executive of
Northamptonshire CC, sees
three roles for councils:
• to provide services for those
who cannot provide them for
themselves or which, such as
highways and fire, cannot
otherwise be provided;
• to encourage people to help
themselves; and
• to foster local prosperity.
“Why does making the
county more prosperous
have anything to do with
reducing demand for council
services?” he asks. “It’s

because if people are more
prosperous they call less on
council services.”
In Northamptonshire the
council is trying to create a
£10m revolving capital fund
to support local high-tech
engineering industries.
“Seeking, long term, a
skilled ambitious local
workforce it is absolutely the
role of the public sector,” Mr
Blantern says.
Among those more
dependent on council
services, Northamptonshire
has, he says, seen useful
results from paying providers
by results for services for drug
and alcohol abusers “which
they’ve really turned round”.
It also seeks to reduce
demand for residential adult
social care by encouraging
people to live independently
for longer, but the savings
here are limited.
Adult care is “my efficiency
sponge”, as Mr Blantern puts
it. “No matter what I do with
efficiency savings, that will
eat them up. It needs a
macro-level change or it will
eventually bankrupt local
government,” he warns.
Against that dire prediction
it might seem futile to look
for demand management in
social care but Mr Blantern
thinks it could be done were
the market for personalised
care services to keep pace
with the spread of
personalised budgets.
“We want to encourage
people to live independently
but while personalisation
is a great idea we haven’t
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Some residents have been
helping to grit their streets,
allowing councils to focus on
where they are most needed

grown up with it in the UK
and the market’s not really
there,” he says.
Ernst & Young partner John
Baker believes that, even in
this notoriously costly field,
councils can reduce demands
without harm to users.
“The challenge is to invest
in more cost-effective things
like telecare, as they spend a
lot on small amounts of
home visits and in most
cases there is nothing a
visitor can do in a fiveminute visit that telecare
could not do,” he says.
More widely, he says that
since “no” is now the answer

‘‘

It’s the local
authority as
community
leader that will
co-ordinate
different resources
and organisations
to manage that
demand
John Baker, partner,
Ernst & Young

LGCplus.com

ricky issue of demand

to the question “can you meet
demand”, the question
should instead be “so what
does a new model look like?”
Mr Baker suggests: “It’s the
local authority as a
community leader that will
co-ordinate different
resources and organisations
to manage that demand,
rather than be responsible for
meeting demand itself.
“Charities or individuals
and other services like
health could be brought
together with community
budgets,” he adds.
Or they can try to change
residents’ behaviour. Daniel
LGCplus.com

Ratchford, strategic director
of environment and leisure at
Sutton LBC, got to grips with
behavioural change when he
worked with Transport for
London on Smarter Sutton
Travel, a campaign that
offered ‘carrots and sticks’ to
encourage use of public
transport, walking and
cycling in a borough with
high car ownership.
“I think what we learned is
that the most effective way to
communicate is by having
small conversations with
people,” he says.
“Conversations depend on
where residents are: they can
be local committees, street
meetings, with businesses or
small groups of residents.
“We’ve applied the lessons
learned to other areas, taking
a similar approach for
recycling, waste disposal,
street cleaning and winter
road gritting,” he adds.
After harsh winters in
2009-11 Sutton faced huge
demands from the public to
grit its 750km of streets.
“Residents wanted loads of
gritting, so we asked them to
help,” Mr Ratchford explains.
“We gave out bags of grit.
There are 18,000 homes and
10,000 of them collected
20kgs bags from our depots,
and it costs us 20p per bag.”
This meant that the 50-60
staff who normally provided
gritting could be deployed
where most needed, such as
in town centres.
Street cleaning might
provide another example. As
Mr Ratchford notes, people

will always drop litter “but we
can reduce that through
these small conversations”.
He adds: “I was shocked to
hear that two-thirds of
residents said they would be
willing to pick up litter.”
Max Wide, a director at
consultancy iMPOWER,
thinks supply side savings are
“exhausted, councils have
generally run out of track. You
can restrict eligibility criteria
but only so far.”
He says demand for
council services can be
separated into that generated
by those who have no
reasonable alternative, and
another group who could be
persuaded to reduce their
demands.
“We use demand
management and
behavioural change and you
can quickly identify different
sets of service users,” he says.
“There are people who are
up for change, those who
want the same service they
have always had, and those
who’ll accept change if they
see the sense in it,” he adds.
Mr Wide gives the example
of Coventry City Council’s
attempt to alter its provision
of special educational needs
transport, which initially
caused public uproar.
“We separated out the
people who were ready for
change and now about 170
out of 600 people have
personalised travel budgets
instead of using taxis
provided by the council,” he
says. They are given a 40p per
mile allowance and the

council is now saving 25% of
its £1m budget.
Channelling more
transactions through the
internet could yield savings
but Jason Burg, director of
policy and business
development for consultancy
arvato, says this will mean
some reorganisation.
“Most councils are fairly
traditional with a chief
executive and service
directors in silos, so it does
not get a single view of a
customer that could show
what services they are using.
“If it could do that it could
look at how to contact them
in an optimal way, with an
alternative service designed
around the customers’ needs,
not the organisation’s
structure,” he adds.
Rainer Majcen, managing
director of arvato public
sector services, points out
that unlike, say, banks, local
authorities cannot decide
that some customer groups
are a nuisance and ignore
them. They can, though,
target better.
“You can deliver 24/7 to
many people who expect to
use the web, and then focus
your resources better on the
10% or so who are causing
the work,” he says.
Local authorities will need
to work with residents to lose
the expectation that ‘the
council’ will provide every
service. While the supply side
has been a matter of
contracts and negotiations,
the demand side will be a
battle for hearts and minds.
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FOREWORD

DARRA SINGH
Ernst & Young

The challenges won’t
suddenly stop in 2014
More than 90% of local authorities are confident of meeting their
efficiency targets and savings, according to our LGC/Ernst & Young
reader survey published opposite.
That in itself is perhaps not unduly surprising, given that councils
have been working within an envelope of reduced funding for some
time, combined with the looming demographic and social challenges
confronting the delivery of local public services.
What is more interesting is that a similar percentage say they
expect to have to continue pushing boundaries beyond 2014.
Many local authorities will be seeking new ways to deliver frontline
services, looking at new models of collaboration as well as managing
demand. Councils will be needing to initiate new types of
conversations with their citizens and partners, conversations that
address the very nature and scope of future service delivery, available
funding and the role of the voluntary and community sectors. They
will also need to be tackling broader issues, such as:
● developing strong partnerships with local business, social
enterprises, mutuals and the voluntary sectors to commission and
deliver better public services;
● creating greater accountability and transparency in the system for
the end destination of the individual;
● implementing alternative, innovative models to fund and deliver
targeted and sustainable services;
● learning from school-to-work transition projects to deliver better
community outcomes; and
● transforming customer access to public services.
Several innovative councils we know have already embarked on
this path – we have helped some of them to review how they
commission services that link to core values and community priorities,
how they innovate to deliver sustainable adult social care services to a
diverse and ageing population and how they construct new
partnership models or make their property assets deliver savings.
In our experience, planning for the next decade of public service
delivery will require councils to:
● lead from the front – senior leadership sets the tone and pace of
change and innovation;
● be responsive to changing demand and ensuring customers and
stakeholders co-develop the future shape of services to help make
them relevant and sustainable;
● make more of the important role they play in market shaping and
creation – developing a deep knowledge of and strong relationships
with their suppliers; and
● maintain a careful balance when managing demand for services –
tactics not fully thought through may result in unforeseen pressures
on other services.
FOREWORD SUPPLIED BY
ERNST & YOUNG
www.ey.com
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LGC/Ernst & Young survey

It’s more th
The sector is transforming how
it works in a huge effort to find
efficiencies, reports ALEX BLYTH

E

veryone knows just
how pressing an
issue cost reduction
is for local
authorities; in fact there’s
little else being spoken of
right now.
“Resources are reducing
and demands on services are
increasing,” concedes Martin
Rayson, president at the
Public Sector People
Managers’ Association and
divisional director, human
resources and organisational
development at Barking &
Dagenham LBC.
It is not just the 25.6%
reduction in the local
government settlement up to
2015. It is also the recession
and the shifting
demographics of the nation.
As Mr Rayson continues:
“In Barking and Dagenham,
the growth in the number of
under-fives means we have to
find more school places.
Furthermore, the economic
downturn is handicapping
our ability to meet the longerterm aim of increasing
household incomes, and in
the short term we recognise
we have to do more to help
people through tough times.”
Once the initial shock at
the chancellor’s spending
review in October 2010 faded,
local authority executives
acted swiftly to introduce
cost-saving measures.
Redundancies have been
announced, budgets have
been frozen, and contracts
have been cancelled.
But all of these cuts can
only go so far. The realisation

is dawning that to meet these
targets will involve a radical
restructuring of the way the
sector operates. The focus
needs to move beyond
making mere cuts and on to
finding genuine efficiencies.
Moreover, meeting these
cuts will not be the end of the
story by any means:
increasingly local authorities
are looking ahead – and it has
to be said with a certain
amount of trepidation – to
what the landscape may look
like beyond 2014.
So, LGC, in association
with Ernst & Young, asked
local authority executives
what plans they have for
introducing efficiencies, what
they have done so far, and
most crucially how they
intend to go about achieving
such a radical transformation
in such a short space of time.
Plans already in place

Our survey revealed that on
the whole local authorities
are confident they will be
able to achieve efficiency
targets and budgeted savings.
In fact, 33% say they are
very confident, with a further
59% rating themselves as
confident. Only 1% say they
lack confidence in their
ability to achieve this.
How well founded is this
confidence? Well, our
respondents demonstrated
clarity over the main ways
they will achieve those
savings. The most popular
response is finding new ways
of delivering some frontline
services (87%), followed by
LGCplus.com

than merely cutting
SOURCE: LGC Outsourcing Survey
2012, In association with Ernst &
Young
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Which statement best reflects what your
council aims to achieve with less resource?
Same outcomes
but not necessarily
the same services
with less

More with less

The same
with less

Less with less
Different with less

LGCplus.com

The next most popular choice
is slimming down tiers of
management, both middle
(68%) and senior
management (65%). A total of
58% of our respondents say
they will be looking to their
workforce to make the
necessary savings, and 42%
will be looking to their
procurement departments to
drive down supplier costs.
Nor will this be a matter of
trimming around the edges:
councils up and down the
country will be making
significant reductions in
headcount over the next
few years.
Half expect their workforce
to be 6-10% leaner by 2014,
and only a quarter expect it to
be less than 5% leaner. At 6%
of authorities the workforce is
anticipated to be cut by more
than 21%.
“This is a major challenge,”
admits Mr Rayson. “The
mantra ‘more with less’ is
easy to say but harder to
deliver. We are exploring how

‘‘

The mantra ‘more
with less’ is easy
to say but harder
to deliver. We are
exploring how we
can achieve these
reductions
Martin Rayson,
divisional director,
Barking & Dagenham
LBC

the service quality
experienced by users, as well
as the potential for legal
challenge, cautions John
Baker, associate partner at
Ernst & Young.
“Councils can minimise
these risks by working with
suppliers to better
understand their cost
structures and paying
attention to the impact of fee
changes on service quality.
“For example, Leeds City
Council has developed an
enterprising way forward to
better manage their supplier
costs around adult social care
– an innovative quality
framework that

t

Which of the following measures
will be driving efficiencies?

we can achieve these
reductions while sustaining
morale and productivity. We
need to project a positive
vision of the future if we are
to keep our staff engaged
through this period of
upheaval.”
Moreover, driving down
supplier costs to meet
efficiency targets may have
unintended consequences on
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‘channel shift’, or
encouraging service users to
contact councils using less
expensive channels, such as
online (70%).
It is perhaps of little
surprise our respondents are
so keen on channel shift. Not
only are these new channels
significantly less expensive
than their traditional
counterparts, but there is a
large and growing public
appetite to use them.

t

LGC/Ernst & Young survey

‘‘

 ur new software allowed us to develop a webO
based system to automate the invoicing process,
which freed up resource to be deployed more
effectively elsewhere

Robert Douglass, systems project manager, Denbighshire CC

incentivizes quality
improvements from a
sustainable cost base for
the sector and the authority,”
he explains.
“The framework has been
co-produced with cross-party
elected members and
suppliers represented at the
advisory board level,
contribution from service
users, NHS partners and
voluntary organisations, and
robust market testing on cost
of care,” he adds.
Insourcing

Suppliers, too, look as if they
are in for a tough time. Our
survey made it clear local
authorities do not see
outsourcing as a panacea for
their problems: many do not
even see it as a partial
solution. Only 13% say that
it will be important in
reducing costs.
Nearly a quarter – 23% –
suggest it will be important
for savings in transactional
areas but less so elsewhere,
and 14% think some work
will not be of sufficient
interest or value to private
sector partners.
One respondent said: “It
will be helpful in some areas
and not in others. We won’t
deliver sufficient savings by
simply outsourcing the
delivery of the same
services.”
A quarter go further,
stating that outsourcing does
not save enough to make it
worthwhile, and 9% are even
bringing previously
outsourced work back

in-house to make savings.
One respondent said:
“Outsourcing may deliver
short-term savings but
cost-creep usually requires
insourcing again after a
few years.”
We have already seen this
happen at Test Valley BC. It is
trying to cope with an 18%
real-terms reduction in its
grant, and has saved £2.6m so
far with a further £1.1m to
find in 2013-14. Part of these
savings has come from taking
previously outsourced
functions back in-house.
Keith Kerslake,
communications manager,
says: “The core business
application used to
administer council tax,
business rates and benefits
was previously outsourced to
an external provider. The new
shared service has enabled us
to bring the support back
in-house, leading to an
annual saving of £110,000.”

has mainly taken the form of
collaboration. For example,
Pro5 is a procurement
partnership between five of
the UK’s largest public sector
buying organisations with a
combined purchasing power
in excess of £2bn a year. Its
director Ian Taylor says:
“Procurement makes up 40%
of local authorities’ costs so
combined purchasing power
and expertise can really make
a difference.”
He continues: “The
Managed Services for
Temporary Agency Resources
framework is a good example
of where local authorities are
already saving money
through these agreements.
This national collaborative
framework was established in
April 2011 to help manage
temporary staffing.
“To date, 18 authorities can
access the framework, each
saving 3-11% on their
temporary staffing spend.”

Collaboration

Technological innovation

Some of our respondents
were more enthusiastic about
outsourcing, pointing out
that the key is to work hard to
get value. One told us: “Fiftyseven per cent of our activity
by value is already
outsourced, so a large part of
the requirement is to ensure
that the contracting
arrangements deliver evergreater efficiencies, but we
are also actively exploring
further outsourcing.”
The sector has seen
important innovation in this
area in the past year, and it

Looking ahead, technological
innovation will play a major
role in finding the next
tranche of efficiencies. In
total, 80% of our respondents
expect it to do so, and we
have already seen many
examples of it in action.
For example, Denbighshire
CC’s ICT department is using
specialist project
management software
to make the most of its
available resource. Robert
Douglass, systems project
manager, explains: “This has
helped us on projects like the
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setting up of a pro forma
invoice system. The function
had been paper-based for
many years and had become
very time consuming.
“The pro forma invoices
would be sent to a
department whose
responsibility it was to type
up the invoices and process
them. Our new software
allowed us to develop a webbased system to automate
the invoicing process, which
freed up resource to be
deployed more effectively
elsewhere.”
Then there is Wakefield
MDC, which has introduced
a new telephony system
allowing it to reduce its estate
by £1m, make £220,000
efficiency savings, and even
increase productivity by 20%
in some areas.
Alan Kirkham, service
director, ICT and
procurement, explains: “Our
mapping study showed us
that because many of our
employees work from home
and only come in for
meetings, we had teams of 25
using 25 desks that were only
ever half full.
“So, we moved 2,500
workers to a flexible working
environment in which
everyone hot-desks and can
quickly personalise any work
station with their own
extension number, voicemail
message and so on.”
There is much that local
authorities can do to
innovate in this way, and
many are already forging
ahead. However, our survey
LGCplus.com

This survey was sponsored by Ernst & Young. Questions were drafted by LGC with
input from Ernst & Young. The report was independently written and edited. Ernst &
Young provides assurance, tax, transactions and advisory services to a wide range of public sector
organisations, helping them to achieve benefits for the communities they serve.

SOURCE: LGC Outsourcing Survey
2012, In association with Ernst &
Young
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revealed major concerns
surrounding internal
resistance. A total of 47% of
respondents see the
unwillingness of politicians
to make tough decisions as a
barrier to change, while 43%
see problems with ideological
and political resistance.
Central government is
regarded as a particular
obstacle. One respondent
said: “While accepting
the challenge to drive
LGCplus.com

efficiencies at the local level,
the inability of central
government to let go makes
the job even harder than it
needs to be.”
The age of demand
management

More than half of our
respondents – 57% – expect
to face further cuts after 2014
and believe these will be
harder to deliver than the
current round.

Somewhat pessimistically,
15% believe that when local
authorities successfully
deliver cuts, central
government simply demands
more. A phlegmatic 21%
believe that cuts and changes
will always be demanded,
and just 1% believe that by
2014 we have reached the
“worst” of it, and things will
begin to improve.
The time may well come
when local authorities need
to make tough decisions on
frontline services. The vast
majority – 85% – see new
ways of delivering frontline
services as the best way to
achieve the necessary cuts;
39% say they will make cuts
to frontline services. More
than a quarter – 28% – admit
they will be stopping some
frontline services. One
warned ominously: “So far,
we are managing to make the
reductions, but there will be a
limit before we seriously
impact on services.”
Indeed, the age of demand
management may be just
around the corner. Many
local authorities are, of
course, finding back-office
efficiencies, but Steve
Deaville, UK managing
director of Pitney Bowes,
believes councils may still
need to do more.
“We are seeing some
charging extra for previously
free services, such as waste
collection, with some
authorities charging for
additional rubbish sacks or
perhaps for recycling. It’s a
difficult tightrope to walk but

it may be necessary to
manage demand and raise
essential income,” he says.
Be prepared

In the past 12 months the
UK’s local government sector
has proved itself willing and
able to accept profound
budget cuts, introduce
radical new ways of working,
find efficiencies and do all of
this while protecting frontline
services. Our survey reveals a
sector committed to
continuing down this difficult
and challenging path for the
duration of this Parliament.
Beyond that, however, is a
different matter. No one
knows what will happen, and
for our respondents this is
perhaps their most
significant concern. As one
put it: “Councils have a
proven ability to deliver
efficiencies and to change,
but less so to change quickly
– programming in time for
change is important if we’re
to change instead of cut.”
Local authorities are
calling on the government to
remove any uncertainty
around future grant funding
by providing a rolling threeyear settlement.
This would encourage local
politicians to take more
account of the medium-term
financial plan. In this way the
UK’s local government will be
able to see today’s difficult
decisions less as short-term
cuts, and more about
re-engineering the sector so
that it can deliver to citizens
in the long term.
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50%

How much leaner, in percentage terms, do you
expect your workforce to be by 2014 ?

FOREWORD

deaN dICKINSoN
Managing director of advanced Business Solutions,
Public Sector and enterprise division

Spreadsheets alone
are just not enough
Local authorities continue to be under significant pressure to rein in
spending while maximising efficiencies. But how can cost and
efficiency savings be delivered without detriment to frontline services?
The first step towards squaring this circle has to be obtaining a
clear and real-time understanding of current and forecasted spend.
Without this accurate insight, deep spending cuts cannot be
effectively achieved. Yet, how do many local authorities budget and
forecast? Worryingly, it is Excel spreadsheets that remain the
preferred budgeting, forecasting and planning tool for many.
A recent survey carried out by Advanced Business Solutions in
partnership with the Chartered Institute of Public Finance &
Accountancy found 82% of local government finance professionals
use Excel in their budget preparation, monitoring and forecasting
process, with 78% “reliant” or “very reliant” on spreadsheets.
Excel spreadsheets are not without their selling points. They are a
popular, low-cost option. They are often seen as easy to use and
understand, and so frequently become the default budgeting tool of
choice. However, such spreadsheets are flawed and can result in
greater expense and less efficiency.
Excel spreadsheets lack any real data control, do not provide realtime financial information and can be cumbersome and timeconsuming to manage. The need manually to enter data into
spreadsheets can lead to inaccuracies, with formulae often having to
be checked and rechecked. On top of this, the inevitable, vast number
of budgeting spreadsheets in existence at any one time means
version control can quickly prove an ongoing challenge.
With so many opportunities for errors to creep into the data, this
in turn can begin to raise questions over the integrity of the financial
information; it is ill advised to use spreadsheets as the basis for any
key budgetary decision.
In a challenging financial environment local authorities cannot
afford to be relying on inefficient and potentially unreliable budgeting
processes – they need to be proactively looking at the alternatives.
There are now many software solutions on the market that provide
real-time and continuous planning and analysis of budgets and
forecasts, and that enable ‘deep’ analysis of the data.
By actively embracing new financial and budgeting solutions local
authorities can eliminate the time-consuming consolidation of
spreadsheets and free vital staff resources from repetitive, manual
data entry and the checking and re-checking of data.
Councils are embracing innovative solutions in many areas, and
budgeting should be no exception. Moreover, having instant access to
accurate and forecasted spend can be the foundation on which many
of these wider efficiency gains can be built.

ALAMY

ForeWord SUPPlIed BY
adVaNCed BUSINeSS
SolUtIoNS
www.advancedcomputersoftware.com/abs
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Why it pays
It is not automatically more
efficient to take an axe to the back
office, as SaJIda BIJle explains

B

ack in 2009, with the
recession at its
height and knowing
that my directorate
is very much considered
‘back office’ and therefore a
prime candidate when it
comes to cutbacks and
efficiencies, I went in front of
the full council and asked
them for capital funds of £1m
to pay for the replacement of
the finance, revenues and
benefits system with a
payback period of fewer than
five years.
I knew our systems, which
had been unchanged for
more than a decade, were
old, complex and inefficient:
in fact they were in danger of
falling apart. What we needed
were technological solutions
that were fit for purpose.
Yes, there was some
nervousness when I
presented my report and I
knew I was asking a lot,
especially in a climate of
grant-cutting and
recessionary pressures.
But I also knew I had a
compelling argument: that to
invest in a financial
management system in the
short term would lead to
long-term savings and
efficiency gains.
The executive and the
council – to their great credit
– agreed and we went out to
the market, purchasing
through a tendering process
Advanced Business
Solutions’ eFinancials and
Collaborative Planning
products, which went live
from 1 April last year.

In its first year it has
achieved £225,000 per
annum recurring savings
through more efficient,
streamlined processes and
modern budgetary
management techniques –
which I think answers the
question of was it the right
decision to make – and I am
confident we will make
ongoing savings for the next
six or seven years at least.
We have seen benefits in
many areas. Our year-end
closure of accounts,
budgeting and management
is much smoother. We are
able to offer managers better
access to direct, real-time
LGCplus.com

ys to invest in finance

‘‘

F inance, it must not be forgotten, is the backbone
of any successful efficiency drive. Not having an
efficient finance infrastructure is going to have a
knock-on effect all the way through the authority

financial information. There
is less duplication and
complexity and, hence, less
potential for human error.
We have been able to
reduce the number of staff we
need for our transactional
activities, again saving
money. Most importantly, the
impact for end users has
been positive; there is more
end-user involvement, which
in turn promotes greater
accountability and
engagement.
As part of our phase II
system implementation our
council tax payers will have
better online access to their
accounts, and be able to view
LGCplus.com

detailed information about
their bill and what they owe.
Similarly, benefits
applicants will be able to
make their application online
and check the progress on
payment. Additionally,
residents can pay their
bills free of charge through
any shop with a PayPoint
display, which means at one
of the 40 locations across the
borough (and there are more
than 32,000 locations across
the UK).
Within finance all
information is now inputted
directly on to the system, so
doing away with multiple
spreadsheets and emails.

We also now have a
bespoke report writing tool to
generate focused, tailormade and user-friendly
reports. Not only has this
reduced human and system
error but means budget
holders can better control
the parameters they are
working within.
There is more scope for
budget modelling, too, and
therefore seeing the effect of
taking decision x, y or z. Our
auditors, in turn, can operate
more effectively and have
more confidence in and
reliance on our systems.
On the face of it, finance is
much more ‘faceless’ than
frontline services and it is
only natural it is these
services that have been the
area of most debate when it
comes to efficiency.
But finance, it must not be
forgotten, is the backbone of
any successful efficiency
drive. Not having an efficient
finance infrastructure is
going to have a knock-on
effect all the way through the
authority; inefficiencies can
quickly creep in and it can be
much harder to maintain
meaningful control over
income and expenditure.

Many organisations – both
public and private sector –
take the view that back
offices, especially finance and
IT, are always the place to cut
first. The pressures that
councils are under to make
efficiencies are not going to
go away any time soon, and
this poses a bigger challenge
for a council like Hertsmere,
which has always been lean
and financially well managed.
But, while ‘quick win’ cuts
such as this can be tempting,
when you look at the
advances that can be made
through the better use of
technology, especially selfservice technology, it is easy
to see this can become a false
economy if it is not managed
wisely and with foresight.
In fact, as we’ve definitely
found, it may be that to effect
real, sustainable efficiencies
you need first to commit and
make a proper investment in
your finance function.
By investing in technology,
redesigning processes, and
focusing on collaboration
and partnerships, we have
been able to deliver more –
and deliver better – for less.

Sajida Bijle is director of
resources at Hertsmere BC
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case studies: Finance comes first
An efficient budgetary system forms the
foundation on which all other efficiencies
are built on, says Charlotte Goddard

ALAMY

Cheshire West and Chester
Council

As part of a drive to make
£500,000 of cost savings over
three years, Cheshire West
and Chester has carried out a
risk assessment analysis
across all of its budgets.
The local authority has
produced a ‘risk matrix’ that
gives a ‘risk score’ for each
budget. The score is based on
qualitative and quantitative
factors, including a history of
over- or under-spend, the
volatility, political sensitivity
and even the experience of
the budget holder.
“By analysing budget risk,
we can concentrate on areas
that could have a significant
impact on the financial
position of the council and
address the cause,” explains
Charlotte Wynn, principal
accountant at Cheshire West
and Chester.
“This will also drive the
amount of financial support
each will get, with more
resources directed at riskier
budgets. We’d want those
particular budget forecasts to
be updated every month, at a
minimum.”
In tandem with this risk
analysis, at the beginning of
this year the council adopted
Advanced Business Solutions’
Collaborative Planning
product as a “platform to
make changes”.
By banishing the need to
spend hours producing
Excel spreadsheets
forecasting output every
month, the tool has freed the
financial team to provide

more support to the holders
of the riskier budgets.
“We are investing in this
solution in the hope that it
will raise efficiency and also
have more tangible benefits,”
says Ms Wynn. “We see the
product as a platform to
make changes.”
Ms Wynn believes the tool’s
ease of use will give budget
holders more ownership, as
they will be able to monitor
their budgets and update
their forecasts more easily.
Although it is early days for
Cheshire West and Chester in
its use of the tool, Ms Wynn
has some advice for other
councils thinking of taking
the same route.
“It has to be about
organisational change, not
just something the financial
team introduces,” she says.
“Keep users and
stakeholders involved, and
raise awareness that change
is around the corner. You
need to have a clear vision of
what you want in the long
term, and take small steps
towards that. It won’t change

‘‘
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It has to be about
organisational
change, not just
something the
financial team
introduces
Charlotte Wynn,
principal accountant,
Cheshire West and
Chester Council

the world overnight, but you
need to take small
incremental steps.”
l For

further information
contact Charlotte.Wynn@
cheshirewestandchester.gov.uk

Gloucester City Council

Like many local authorities,
Gloucester City Council has
been wrestling with eyewatering savings targets, in
its case £3.88m, or 25% of the
base budget in 2011-12.
It may not catch the
headlines but a key element
of this drive has been the
steps it has taken to improve
the efficiency of its budgeting
and forecasting, including
reducing the time taken to
import budget data from ten
days to “minutes”.
“In this economic climate,
it is even more important that
budget holders are able to see
real-time data and have the
ability to monitor their
budgets against their spend,”
explains Janet Parrott,
financial planning
accountant at the council.
“But the new system is also
helping us in finance because
of the speed the system has
given us, it has freed up time
to do other things,” she adds.
Gloucester’s finance
department previously spent
days loading data from Excel
spreadsheets into its financial
management system.
Now it, too, uses Advanced
Business Solutions’
Collaborative Planning tool
for budgeting, and in the
process has seen significant
reductions in errors as well as

Cheshire West and Chester
Council’s principal accountant
Charlotte Wynn has changed
the authority’s processes to
help raise efficiency, as has
Gloucester City Council, right

the time taken to doublecheck figures.
This greater efficiency has
fed through into the council
being able to create further
savings. It has given the
council greater confidence
that a smaller team will still
be able to manage an
increased workload as a
result, meaning there has not
been a need to replace
finance staff who have left.
In addition, budget holders
have been individually
trained to use the system to
monitor their own budgets,
LGCplus.com

Sponsored by Advanced Business Solutions. Advanced Business Solutions provides
integrated business applications and services that enable local government bodies to retain
control, improve visibility and gain efficiencies while continually improving performance. The case studies
were agreed in partnership with LGC, which independently commissioned and edited the report.

‘‘

P reviously, if a
budget holder had
wanted financial
information
they would ask
accountancy staff
to provide it, which
is resource heavy
Kirstie Morey,
systems accountant,
Broxbourne BC

more difficult to add things
in later.”
l Further

information: finance.
services@gloucester.gov.uk

Broxbourne BC

so passing down a greater
degree of ownership and
accountability.
The web-based system
allows managers to use the
system to compare budgets
to forecasts in real time, and
input, process and view
financial data directly from
the desktop, targeting areas
of under- and over-spend.
“Budget holders now
have more of an idea of how
they are doing against
budgets – the process was
previously a bit poor,” says
Ms Parrott.
LGCplus.com

The city council recently
undertook a ‘lean review’ of
financial management
processes, which aimed to
improve ownership and
accountability of budgets,
ensure that they are fully
embedded across the council,
and identify resources and
financial savings.
Having used the system for
three or four years now, when
it comes to best practice Ms
Parrott advises: “It’s worth
investing a few days in initial
preparation work when
setting up modules as it is

As times have become leaner,
Broxbourne BC, like all
councils, has had to place
much stronger emphasis on
budgeting, budgetary control
and forecasting.
The local authority
adopted Advanced Business
Solutions’ Collaborative
Planning tool in the summer
of 2008 and, as the economic
climate has altered, has been
able to use the tool to drive
and respond to changing
imperatives in how to plan
and monitor budgets.
“The product has evolved
along the way as Advanced
designed it to take on board
client feedback and develop
the system very quickly to
reflect it,” says Kirstie Morey,
Broxbourne’s systems
accountant. “There’s a need
to make significant savings
year-on-year.”

The tool allows users
quickly to test and compare
different ‘what if’ scenarios
by changing the underlying
business logic.
“We have recently finished
our 2012-13 budget-setting
process and we ran through a
few scenarios – what if we
changed the assumed level of
staff vacancies, for example,
how would that affect
things?” explains Ms Morey.
“When we first took on
Collaborative Planning, that
was not one of the things that
was important but now we
have had to become smarter
at budget setting and
delivering efficiency savings.”
The fact that the tool is
relatively intuitive and user
friendly has enabled budget
holders to take greater
control of their own finances.
“Previously, if a budget
holder had wanted financial
information they would
ask accountancy staff to
provide it, which is
obviously resource heavy,”
says Ms Morey.
“Or they might try to get
the information directly from
the finance system, where
there was terminology they
might not be familiar with –
that is a barrier that’s now
been broken down. They
probably had a fear of
financial systems a little bit
before – now they can
confidently go directly to the
financial information that is
relevant to them,” she adds.
l For

more information, email
krm.resources@broxbourne.
gov.uk
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Efficiency in austerity
FOREWORD
RaiNER MaJCEN
Managing director,
arvato

There are many ways
to define ‘efficiency’
We can all agree efficiency is about making savings, but efficiency is
not just a question of money.
Real efficiency is also to do with improving service quality and
access, as well as developing better ways of working that are more
productive for councils and more rewarding for their employees.
If efficiency is as wide and deep as this, then how do we go about
achieving it, especially in such straitened times?
It helps if, like arvato, you are free to make decisions not based
solely on the bottom line.
More than 80% of the capital shares of our parent group
Bertelsmann are held by non-profit foundations. This ownership
structure, among other things, enables us focus on broader, longerterm issues, including customer satisfaction and staff motivation.
Moreover, our entrepreneurial culture allows us to create publicprivate partnerships that can adapt to local needs and new
circumstances.
At Sefton MBC for example – as we highlight later in this chapter –
since the start of our partnership in 2008 the council has experienced
a significant cut in its controllable budget. This has meant the
necessity of a detailed reappraisal and prioritisation of services. It has
also required a partner who shares the council’s aims and is prepared
to be flexible to meet the reduced state of the finances.
The collaborative nature of our partnership and arvato’s broader
view of efficiency means we have succeeded not only in meeting our
targets but exceeding them. During 2011-12, we worked jointly on a
number of initiatives that contributed an additional £1.6m to the
council’s budget by enhancing income streams, and producing oneoff and sustainable savings. This was on top of the 10% savings
(about £20m) already guaranteed from day one of the partnership.
At the same time, we have successfully maintained high levels of
customer satisfaction. When local residents experience tangible,
visible benefits – such as investment in ATMs in customer service
centres and a new ‘eBenefits’ solution that speeds up the processing
of housing and council tax benefit claims – they are more likely to get
behind the improvement agenda.
Staff morale was heightened, too, as a result of engaging
employees directly in the efficiency programme. This has fostered
good management and staff relations, providing strong support for
change with people feeling in control of it rather than subject to it.
Efficiency is a word that means different things to different
people. However, what we should agree on is that it will not be arrived
at if a narrow, profit-motivated perspective is adopted.
In business, it is said that if you pursue profit alone, you are
unlikely to produce it. Perhaps the same should be applied to
efficiency.

ALAMY

FoREWoRD SUPPLiED BY
arvato
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Making the
The changing funding landscape
means councils are doing things
differently, says DaViD CaRtER

W

e live in times
of fundamental
change, yet it is
our aim as an
authority not just to respond
to the challenges this brings,
but also to shape this change
for the long-term good of the
people we serve in
Warwickshire.
To this end, we’ve realised
that our future strength and
flexibility has to lie in the
council becoming, yes, leaner,
but also a more efficient and
effective organisation.
In November 2010 we
published Facing the
Challenge, in effect our
blueprint for change and
which, along with
subsequent publications,
outlined the £70m the
council would have to save
over a three-year period.
So how have we gone
about doing this? We are
becoming leaner by sharing
services, reducing the
number of public buildings
and decreasing the number
of management roles.
We are also evolving as a
business-led organisation,
including changing how we
commission and deliver
services, plus enabling others
to provide services in the
community. The overarching
focus has been about finding
solutions that are not
imposed, but that allow us to
work with our communities
and our partners.
For example, the Library
and Information Service
identified that 92% of library
usage was focused around

just 18 of our 34 libraries. On
top of this, 16 of our libraries
were considered to be no
longer viable in their current
form and, in principle, there
was scope for £2m worth of
efficiency savings.
However, rather than
simply announce the closure
of 16 libraries, we launched a
consultation on what the
future of these libraries might
look like.
The result was the
development of a community
library model, and we were
only too happy to work with
local partners to make sure
LGCplus.com

he very most of less

‘‘

T he relationship the authority has with its
community is changing. Whether through
consultations, community contact or even new
social media channels, our relationship with local
people is being reshaped

these ambitions and this
enthusiasm became a reality.
As a result, I’m pleased to
say that from April 1, 14 of
those 16 libraries will be run
by communities and so
continue to provide essential
services, such as book
supplies and ICT.
We are now a year into our
three-year plan and, with a
few minor tweaks, it remains
on course: we will deliver a
balanced budget in 2014-15.
But, of course, it doesn’t end
there. We are now actively
planning for beyond 2014, for
the next spending review
LGCplus.com

which, in all likelihood, will
be no less challenging.
The first point to stress is,
even if very tough decisions
are required, what is
important is we continue to
work towards a measured
change: it needs to be about
planning ahead and sticking
to it.
Second, we will continue
to need staff, communities
and partners to move with us
in how we deliver services. It
is going to be a priority to
keep everyone engaged with
providing essential services
in a sustainable way with less

money. The focus will have to
be on resilience in services
and the ability both to shrink
and to expand.
We will, inevitably, need to
continue to look at our
providers. For example, as
schools develop new
freedoms to buy services we
are needing to rethink our
relationships and how we
deliver services competitively.
The commissioning of
services will be a key element
of this future landscape as
well. We will need to be
looking closely at how we
manage community and
individual expectations.
The relationship the
authority has with its
community is changing. We
are engaging with individuals
more regularly. Whether
through consultations,
community contact or even
new social media channels,
our relationship with local
people is being reshaped.
When it comes to staffing,
we have made reductions by
voluntary means where we
can. But as we look to the
future and the pool of people
grows smaller, there will be
less scope for voluntary
solutions. Fortunately our

relationship with the trade
unions has always been
strong, and we are working
with them wherever possible
to make changes in the most
effective way.
The connections we have
with our neighbouring
authorities in Solihull and
Coventry are growing and
may well become more
important, especially when it
comes to working together
more closely.
Finally, our physical
presence in the community
has been reducing. We are
cutting the number of our
buildings and, with that,
looking at ways staff can
work more flexibly. We are
doing a lot of work on
developing ICT solutions
around remote working.
So what will the post-2014
landscape look like? No one
can be sure – but the debate,
in many ways, has to be not
how we do more with more,
or even more with less.
It’s going increasingly to be
how we do less with less, yet
still get the most value from
our resources for the public.

David Carter is strategic
director for resources,
Warwickshire CC
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case study: sefton finds a winning formula
A north-west council’s partnership with the
private sector has helped it meet its efficiency
challenge. Nic Paton explains how
Sefton MBC

Some 18 months on from the
spending review we are now
getting to the sharp end of
the government’s efficiency
and cuts agenda.
All councils, to a greater or
lesser extent, are wrestling
with the challenges of
protecting valued frontline
services, balancing budgets
while effecting significant
organisational change.
Sefton MBC is no
exception and, again like
many, with £68m to save
over three years, its journey
since the spending review
has been painful at times.
There has been much
tough wrangling over where
and what spending cuts to
make, with Sefton carrying
out the largest consultation
in its history and, just this
month, hammering out the
measures it will need to take
to set a balanced budget for
2012-13, including
implementing a £20m
budget reduction in that
timeframe.
Yet, while the austerity
agenda is certainly
challenging, it is not all
doom and gloom. As the
council stressed following its
March budget-balancing
announcement, despite
needing to make further
deep cuts, it was again
freezing council tax and
maintaining funding for a
range of major projects,
including the Thornton
Switch Island Link Road,
Southport Cultural Centre, a
new Netherton Activity

Centre and the
refurbishment of Southport
Indoor Market.
More widely, the
challenges thrown up by the
spending review have
shown, and are continuing
to show, the value that can
come from forging effective,
flexible – in many respects
‘grown up’ – partnerships
and collaboration.
Sefton’s 10-year
partnership with arvato, for
example, was agreed in 2008.
It has encompassed arvato
providing a wide range
of services, including
customer services,
revenues & benefits, payroll,
pensions, transactional
human resources, accounts
payable and ICT, as well as
working with the council at a
more strategic level on
transformational and
change projects.
The partnership delivered
an immediate cost saving of
10%, which equates to £20m
over the ten years of the
contract and includes more
than £4m investment in ICT
infrastructure.
All this, of course, has
been made even more of a
priority by the spending
review. Following the review,
the council carried out a
detailed review of its
controllable budgets and the
prioritisation of services
needed to achieve the
required targets, a key
element of which was
working closely with arvato
to prioritise its activities.
The result has been that,
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in 2011-12, the partnership
delivered an additional
£1.6m of contributions on
top of the 10% day-one
savings, including £600,000
of ‘one-off’ savings, £500,000
in additional income and to
date £500,000 of annual,
sustainable savings.
Achieving this has
involved a range of different
initiatives, including:

Transactional human
resources Processing
volumes for transactional
HR services have risen to
accommodate changes to
allowances, payments,
working hours and notifying
and processing redundancy
payments.
Transactional recruitment
activities – including the
applications process – were
transferred to a contact
centre, and a ‘WebExpenses’
system of electronic
processing of expenses was
rolled out.
At the same time, a new
system of electronic
processing of CRB checks
was implemented, which led
to cutting processing times
from an average of 25 days to
two days, plus a reduction in
error rates to zero.
Flexible working and improving
access The partnership
has put a focus on
encouraging flexible
working, both to retain
expertise and maintain
morale in what is recognised
to be a difficult time.
Policies have been put in
place for homeworkers. As a
result, more than 30 staff

Sefton as a community
has been reaping the benefits
of a multi-million pound
public-private partnership
within the partnership now
work from home, comprising
37% of the benefits team,
13% of the revenues team
and 8% of the systems and
compliance team.
The implementation of
new self-service customer
channels has encouraged
residents to access council
services in different (and
often more efficient and less
expensive) ways.
LGCplus.com

Sponsored by arvato. arvato is a trusted global business outsourcing partner, combining
expertise in business process outsourcing, finance services, contact centre services, loyalty
and customer retention, supply chain solutions and public sector and citizen services to deliver innovative,
individual solutions. The case studies were agreed in partnership with LGC, which independently
commissioned and edited the report.
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‘‘

T he relationship we
have means we are
both confident to
say: ‘All right, it is
in everyone’s best
interests to look at
this, how can we
do it?’
Margaret Rawding,
head of corporate
finance and ICT,
Sefton MBC

For example, since
September 2011 the ‘BECS’
eBenefits tool has been put
in place that has halved
benefits processing times, as
well as reduced the number
of contacts claimants need
to make with the council by
half. A number of benefits
‘roadshows’ were also held
for citizens across Sefton.
Self-service payment
kiosks were first piloted and
then rolled out at Bootle and
Southport ‘one-stop shops’.
These self-service ATMs
have reduced the need for
‘live’ cashiering by some 50
LGCplus.com

hours a week. During the
course of last year more than
64,000 transactions were
made through them,
collecting some £7m of
revenues, with more ATMs
due to be installed this year.
The issuing of taxi
licences was transferred
from the council to arvato
and, in turn, integrated into
the customer services
portfolio.

Data and claims management
To improve council tax
collection rates, data has
been analysed to identify
households with a history of

late or missed payments.
There has also been
greater use made of
customer segmentation data
to separate out households
that ought to be able to pay
versus those struggling to
pay, with different
approaches taken in terms
of dealing with either
category.
Beyond this, there
has been a push to
encourage more households
to pay via direct debit and
take up e-billing options.
A sole occupier discount
review was run in
conjunction with Experian
to highlight any
discrepancies that might
exist, an initiative that
brought in more than
£300,000 in additional
council tax income.
There has been a drive to
ensure further
improvements in the
accuracy of housing benefits
claim data, including
speaking to tenants, care

providers and landlords, an
initiative that has so far
saved the council nearly
£200,000.
More than 50% of the
contract relates to the ICT
service and infrastructure,
already arvato has
successfully implemented
approximately 100
continuous improvement
projects and delivered more
than 15,000 days of
developments that have seen
the replacement and
modernisation of systems
and the council’s entire ICT
infrastructure.
The key to the success of
the partnership has been in
how it has moved from a
conventional ‘them and us’
contractual relationship to
something much more a
partnership of equals,
explains Margaret Rawding,
head of corporate finance
and ICT at Sefton.
“It is about two parties
developing a common
purpose. So, for example,
part of the original contract
was to work with arvato to
invest in and develop a new
£2m ICT and data centre,”
she says.
“But what we are now
doing is working with arvato
to plan ahead for the next
three years. They could have
said: ‘No, what we are
contracted to deliver is this’
– but the relationship we
have means we are both
confident to say: ‘All right, it
is in everyone’s best interests
to look at this, how can we
do it?’,” she adds.
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An off-the-peg contract
can do the business
Much has been written about the public sector’s efficiency challenge
in recent months. The government has made clear that greater
efficiency is non-negotiable and rigorous – and with it come new
ways of working.
No one is suggesting this will be easy, but in many respects, local
government has a number of significant advantages. It is close to its
customers, and therefore should more easily understand the needs of
residents and communities and provide a range of services
accordingly. Elected members, too, are also closer to the officers
responsible for delivery, thus avoiding the isolation that can occur in
central government.
Local government is moving into a new era. The localising of
decision-making on infrastructure delivery is bringing new
responsibilities. Where this requires capacity-building and complex
delivery, effective partnership with the supply chain can secure
benefits. Closer strategic partnership between local authorities and
industry is key to effective service delivery. A core objective of the
Association for Consultancy and Engineering is to facilitate just this
sort of strategic engagement between built environment service
providers and clients.
Within ACE there is a Local Government Sector Interest Group,
which has been established for more than five years. This has proven
to be a successful forum for enabling built environment providers and
local authorities to share knowledge and identify opportunities to
work together.
Professional service providers require a strong understanding of
their clients in order to better serve their needs. To this end, ACE is
strengthening its regional reach, so that local authorities have a way
to engage more easily with their supply chain.
A further priority is to get the message out to local authorities that
good contracting strategy underpins effective service delivery.
Standard forms of contract can reduce wastage of time and money in
project delivery. This is why, in conjunction with the Civil Engineering
Contractors Association, ACE has launched its Infrastructure
Conditions of Contract (ICC), a standard suite of forms of contract
based upon the former (and highly successful) ICE Conditions of
Contract. The benefits of using ICC are highlighted elsewhere in this
chapter, but the key message is these can be used to help drive more
efficient delivery of new projects and maintenance.
Ultimately, by engaging with organisations such as ACE and using
the expertise industry can bring to the commissioning and
contracting table, local authorities can augment their commissioning
capacities to lead, as well as respond to, the new era of local
leadership. Local needs create opportunities, which we should grasp
in partnership.

ALAMY

ForEWorD SUPPLIED
BY ACE
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It’s a questio
It is in the interest of both parties in
a partnership to draw up the right
contract, says JoHN NICHoLSoN

A

client I used to
work with once
described effective
partnering as having
a baseball bat under the table
but making sure it never has
to be used. Clients do need
the reassurance that contract
arrangements will protect
their interests, and parties to
a contract definitely shouldn’t
shy away from robust and
honest conversations, but a
relationship built around
penalties and claims will not
be economic or effective.
Within local government
there are, obviously and
rightly, some strict
constraints when it comes to
procurement, not least EU
regulations. It’s therefore
crucial that clients think
through the extent to which
they might wish to expand
services covered by the
partnership. If the scopes are
drawn up too tightly they
cannot be extended later.
Getting the scope right
requires a real connection
between procurement and
service teams. They have to
ensure that the contract
form, specification and scope
provide the best mechanism
for delivering the service
team’s objectives. It should
not be about the tail wagging
the dog: the service team
should be setting the agenda,
while taking the procurement
team along with them.
To achieve this, it’s crucial
that the service team
identifies its principal
objectives before starting
down the procurement route.

Thinking through the best
model to achieve local
objectives will pay dividends
in the long run.
This needn’t – indeed
shouldn’t – rule out the use of
standard forms of contract
that are flexible enough to
accommodate a wide range
of objectives, so long as those
objectives are stated clearly.
Meeting local requirements
should not be a pretext for
bolting on large numbers of
additional local clauses.
Local authorities are
increasingly having to rethink
how they commission,
LGCplus.com

stion of mutual trust
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It should not be about the tail wagging
the dog: the service team should be setting
the agenda, while taking the procurement team
along with them

Making sure a contract is
suitable for both sides of a
partnership is essential

procure and deliver services,
as well as focus on efficiency
within these processes.
Moreover, against the
backdrop of the government’s
Big Society and localism
agendas, the partnering
landscape is becoming more
complex. It is not just
relationships between public
sector procurers and private
sector providers that are
important, but those with the
community and not-forprofits sectors.
There is a great appetite
from the private side to
collaborate with potential
LGCplus.com

public sector clients to shape
their optimum arrangements.
Some authorities recognise
this already but more could
do so, to their advantage.
Others are engaging only at
the competitive dialogue
stage, when the rules
governing discussions are
stricter, and therefore missing
the opportunity to shape
imaginative solutions.
Once in place, objectivesdriven contracts require
greater flexibility within
relationships. More agile
partnering requires greater
mutual trust, but almost

always leads to improved
outcomes. Councils need
to be confident enough
to encourage providers to
take a leading role in
determining how objectives
can be delivered.
Most private providers,
naturally, want long-term
relationships with their
clients. But neither side will
achieve that without mutual
trust or by slipping into a
claims game the first time
something goes wrong. A
collaborative route is key:
there needs to be joint
ownership and responsibility.
While respecting the need
for formal contractual
arrangements, clients and
providers should be looking
to form joint management
teams with a shared goal of
delivering effective services
on behalf of users. That way
the focus remains ultimately
on the service, and not the
contractual relationship
between the partners.
With shared objectives and
an external focus, it becomes
more likely that partners will
work on finding a solution to,
rather than blaming each
other for, any failings. This
goes back to the form of

contract adopted. With
collaborative working,
standard simple partnering
contracts, almost counterintuitively, can give you
greater flexibility to nurture a
culture that is about jointly
responding to changing user
needs and expectations.
Using standard forms of
contract designed around
flexible partnering means the
client’s procurement and
legal team do not have to
anticipate every possible
eventuality. Instead, the
partners can work on the
assumption that both parties
will be flexible in their
behaviours and commit to a
long-term relationship.
This, in turn, will
encourage genuine shared
ownership of the objectives
and desired outcomes,
providing local authorities
with what they, and their
customers, ultimately need
more than anything else –
value for money.

John Nicholson is director
of Local Government services
at engineering consultancy
and management support
provider WSP and chair of
ACE’s Local Government
Sector Interest Group
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case studies: time to stop reinventing the w
A growing number of councils are using
standard contract templates that have been
designed with them in mind, says joe lepper

ALAMY

Brodies

Manus Quigg, a partner at
Scottish law firm Brodies,
believes councils across the
UK can learn from the
principles behind the
Agreement 9 (Scotland)
contract he has helped draft
for the Association for
Consultancy and
Engineering (ACE).
This standard contract has
been developed to help
building industry clients
agree terms with engineers
and consultants, who are
specifically brought in to
certify that building projects
meet the latest legal
requirements and building
regulations.
The potential for such
standard contracts to save
money is a key lesson for
councils to learn from, says
Mr Quigg. “If you have a
standard contract in place
that both sides already agree
on and are familiar with, you
cut down on the expense of
not only creating a new
contract but also the
negotiation involved.”
The use of such standard
contacts also reduces the
possibility of conflict
between client and
contractor, “as it clearly lays
out the fees, deadlines and
responsibilities of both sides”.
Mr Quigg adds: “Although
this is for a specific process
within engineering and
building, we have found that
when it comes to
disagreements it doesn’t
matter what the sector is, the
areas of conflict are the same.

Disputes are around who is
involved, how much it costs
and timescale. Having clarity
over these issues is simply
good practice.”
Before this standard
agreement was drafted, some
clients and contractors
hammered out terms
surrounding certification by
simply adding to existing
building design contracts.
Contracts were also drafted
by a contractor, which
could give the appearance to
clients of being one-sided,
says Mr Quigg.
“This is independent and
should reassure both sides.
Also, with a separate contract
specifically for the area of
certification that is not bolted
on to another area there is far
greater clarity,” he adds.
Another principle of
Agreement 9 that offers
efficiency savings for councils
is a focus on auditing any
work carried out.
Mr Quigg points out that
councils are increasingly
asking contractors to ensure

‘‘
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F or those involved
in larger building
projects, I can
see the value
of ensuring there
is a solid agreement
in place’
Alistair McVitie,
partner, DCF Design
Consultants

they can prove they are
providing value for money
while maintaining quality.
Among those to buy an
Agreement 9 is Alistair
McVitie, a partner at
Glasgow-based DCF Design
Consultants.
Although he has yet to use
the document, he believes it
can provide a useful template
for councils involved in
building projects.
Mr McVitie says: “I can’t
see much value to it in terms
of smaller pieces of work,
such as those for a
homeowner with fees of less
than £1,000. It’s quite a
complex document and too
complicated for the layman
to understand. However, for
councils and those involved
in larger building projects,
such as a new school
perhaps, I can see the value
of ensuring there is a solid
agreement in place.”
Certification of building
design is administered by the
company Structural
Engineers Registration (SER)
and follows the introduction
of the Building (Scotland) Act
2003, which puts a greater
emphasis on ensuring
building designs and projects
meet legal requirements
before an application is
submitted to councils for a
building warrant. Such clarity
can also speed up the time
councils take in considering
applications, adds Mr Quigg.
l For

more information,
contact Sally Partridge, ACE
legal director, spartridge@
acenet.co.uk

Standard contracts can reduce
costs, says Manus Quigg
(above); Rosemary Beales has
also found them useful for
minor works projects
ICC

For councils and private
developers looking to
commission contractors for
infrastructure projects, the
Association for Consultancy
and Engineering (ACE) has
teamed up with the Civil
Engineering Contractors
Association (CECA) to create
a collection of standard
contract templates.
LGCplus.com

Sponsored by the Association for Consultancy and Engineering. ACE represents the business
interests of its members and the consultancy and engineering industry in the UK. It
represents about 600 firms, large and small, operating across many different disciplines. The case studies
were agreed in partnership with LGC, which independently commissioned and edited the report
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 aving a long-term
H
relationship with
a contractor can
save the time and
money of having
frequently to draft
separate deals’
Rosemary Beales,
former director, CECA

Called the Infrastructure
Conditions of Contract
(ICC), this set of contracts
was published last year
and replaces the ICE
Conditions of Contract, used
by local authorities for
infrastructure works.
Rosemary Beales, a former
director of CECA and adviser
to ACE, describes it as “a
suite of conditions that will
be more than familiar to
those who procure
infrastructure works”.
Ms Beales says the ICC has
been designed to ensure that
those in councils who may
LGCplus.com

not have a specific expertise
in the procurement of
infrastructure are able to
use them.
“The value of the suite is
that they can be
administered by existing
procurement teams,” she
explains.
As well as the efficiency
saving of having a standard
template, the ICC has the
further potential to save
money by ensuring a wider
group of council employees
can deal with the contract.
Ms Beales says councils
can gain even more benefits

from standard contracts, as
they clearly set out the
allocation of responsibilities
of both client and contractor.
She adds: “Having this
standard contract lessens
the risk of dispute.”
A common area where the
ICC is likely to be used is for
straightforward minor works
projects, such as filling
potholes or developing roads
on a small housing estate,
she suggests.
One of the contracts in the
suite (Term Maintenance)
also covers a fixed-term deal
between a council or
developer and an
engineering firm, such as the
maintenance of assets over a
number of years.
Ms Beales says: “It is
important to cover these
long-term agreements in the
ICC, as having a long-term
relationship with a
contractor can save the time
and money of having
frequently to retender.”
Another principle of the
ICC all council

commissioners should take
on board, according to Ms
Beales, is its organic nature,
with a development forum
meeting regularly to discuss
revisions and any new legal
changes that need to be
added in.
The government’s
increasing focus on
measurement and
evaluation, to ensure public
money is being spent
prudently on those who can
prove success, is among
topics at the forum’s next
meeting this spring.
Ms Beales says: “We
wouldn’t insert specific
clauses around targets, that
is up to the client, but it is
important we provide the
template to allow them to
do that.
“This is a principle that
I can see becoming more
widespread as more services
are contracted out so it is
crucial that this standard
contract can meet that
challenge.”
Other bespoke functions
that can be added within the
ICC are a commitment to
sustainability, environmental
protection or ensuring that
contractors create
apprenticeship opportunities
for local unemployed young
people.
“For councils, it is
important that a standard
contract is able to meet
their other demands,” Ms
Beales adds.

l For

more information,
contact Rosemary Beales,
rbeales@acenet.co.uk

29 March 2012 Local Government Chronicle 23

t

Housing
FOREWORD

Ann O’BYRnE
Cabinet member for housing and community safety,
liverpool City Council

We wouldn’t be able to
do it without partners
Partnerships, in one form or another, have been around for many
years and I have no doubt they will continue well into the future.
Although there are still sceptics (I was told recently that partnerships
are “nothing more than a road to privatisation”), partnering
arrangements are now so prevalent in local government it would be
difficult to continue our business without them.
This is certainly the case in housing, where partnering is such an
integral part of our lives it would be unusual to find work that doesn’t
involve partnership in some shape or form. Some partnerships are
initiated at a local level and then become replicated nationally.
An example of this here on Merseyside is Fusion 21. Initially
created as a buying club among a small number of local authorities
and housing associations, it has grown into a multi-million pound
business and, in the process, achieving significant savings for its
members and securing training and employment for local people.
Others are ‘imposed’ as an essential requirement of doing
business. Perhaps the best example of this is the government’s
affordable housing programme whereby you simply cannot access
funding for an area without mutual support and co-operation
between a local authority, housing association and the Homes and
Communities Agency.
A simpler form, whether long-term or for one-off projects, are the
frequent partnerships created to deliver new housing developments
or regeneration projects. As a minimum these require the
participation of the local authority and one, or more, developer(s).
Increasingly, however, we are seeing wider partnerships being
formed to include the local community, interest groups, training
agencies and stakeholders, who are brought together to collaborate
on development using a partnership approach rather than simply just
on planning powers.
Within Liverpool, we have a number of examples of such effective
– and efficient – partnerships in action.
For example, to help first-time buyers unable to get on the
mortgage ladder we have partnered with a major bank to act as an
indemnifier/guarantor and deposit funds, so allowing first timers to
access preferential borrowing rates, with our deposit returned after
five years (with interest).
We have also embarked on a 2,000-unit, three-year new-build
housing programme by adapting an existing partnership
arrangement with housing associations and the HCA. The partnership
has allowed us to initiate the release of land and provide grant
support for affordable housing, both stimulating the local economy
and providing much-needed accommodation to people on the
housing waiting list.
Undoubtedly, the main strength of the partnership concept within
housing is its flexibility and ability to evolve and adapt to changing
requirements. If necessity is the mother of invention, then the
flexibility of partnerships is an effective tool to deliver a solution.
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Fine-tuning
VElIA COFFEY writes how four

councils are reaping the benefit of
a joint housing management body

E

ast Kent Housing
will be one year old
next month. It has
brought together
Canterbury City Council,
Dover, Shepway and Thanet
DCs in a new arm’s-length
management organisation
to run and manage the four
authorities’ entire stock of
17,500 council homes.
Inevitably, it was dubbed
by the housing press the first
“super almo” and, indeed, it
is the only housing
collaboration that involves
four councils. So our progress
is being eagerly watched by
many other councils that are
interested in replicating the
east Kent model.
Between us we maintain
ownership of our housing
stock but pay a management
fee of about £8.2m for the
almo to provide day-to-day
tenant management services,
a fee that also covers the
salaries of the 215 or so staff.
East Kent Housing is
responsible for collecting
£60m of rent every year and
spending £33m a year on
repairing and improving the
housing stock.
So, what have been the
benefits? To cite just a few,
East Kent Housing has:
• established effective and
robust governance based on
the National Housing
Federation’s code of good
practice;
• reduced operating costs;
• established area boards to
improve accountability to
tenants, leaseholders and
councillors;

• worked with the Chartered
Institute of Housing to
develop proposals for tenant
scrutiny and provided
training for tenants on the
area boards;
• developed a more robust
performance management
framework that allows
accurate and timely
performance information to
be published
• improved communication
with tenants, including
setting up a tenants’ group
that ensures all publications
are ‘tenant approved’,
launched a website, enabled
LGCplus.com

ng a quartet’s success
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In any complex collaboration, the key is to
remember what it is you are trying to achieve and
not to lose sight of that. Collaboration, especially
in housing, is a complex, slow process that
involves detailed decision making

East Kent Housing tenants
have the opportunity to
become more engaged
board agendas, minutes and
performance information to
be available for public
scrutiny and established a
following on Facebook and a
photo gallery on Flickr; and
• made savings of more than
£200,000 for Canterbury City
Council alone, in the cost of
central heating boiler
replacements and servicing.
East Kent Housing is just
one of several shared service
arrangements but has been
one of the most complex to
get right – we all started
talking about it back in 2005.
One of the biggest initial
LGCplus.com

challenges has simply been
around dealing with the
different cultures in each of
the four councils.
Although we had common
objectives we found that as
we got more into the detail,
the cultural differences
emerged and led to differing
priorities, and so we spent a
lot of time talking things
through to find compromises.
Moreover, the amount of
drive or motivation will
always differ between
authorities, and there may be
different budgetary and
stakeholder priorities.

Everything has also had to
be multiplied by four – it has
been four sets of councillors,
chief executives, tenant
bodies, staffing bodies and so
on. Everyone coming to the
same place at the same time
has been no mean feat.
We have, of course,
immediately seen efficiencies
and financial savings. But this
has not been the main driver.
The important thing, in
many respects, has been
about trying to raise the
quality of what we do. Our
housing management
services, for example, have
been brought to a higher level
and tenant satisfaction has
gone up; we are trying to
measure what we do much
more effectively and
efficiently.
One benefit that has been
less visible but is still
important, is what it has
meant for talent retention.
Often in the past when we
lost someone excellent it was
because they had moved to a
neighbouring authority. Now
they can move within East
Kent Housing where there is
more scope for promotion
and development, and the
tenants are the beneficiaries.

Crucially, our tenants are
more engaged. They have
been involved right from the
beginning, telling us what it
is they need.
In any complex
collaboration, the key is to
remember what it is you are
trying to achieve and not to
lose sight of that.
Collaboration, especially
in housing, is a complex, slow
process that involves detailed
decision making. So there
needs to be a lot of planning
up front and a lot of prepreparation planning and
discussion. There is no quick
way to do it. But if you do
that you are more likely to get
running more quickly and
smoothly when the
collaboration does launch.
You need to be tenacious
and recognise it will be
challenging. We went into
East Kent Housing with
relatively modest ambitions.
Now, one year in, we are very
ambitious for what we all feel
it can achieve. This is the
start of a long, and exciting,
journey around service
improvement and savings.

Velia Coffey is deputy chief
executive of Canterbury City
Council
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case studies: From barking to byker
Vastly different housing projects are
benefiting from creative ways of providing
affordable homes, says Anne Gulland
Barking & Dagenham LBC

Building new homes in
London is rare enough these
days, which makes an east
London partnership’s recent
announcement to build 477
affordable homes all the
more remarkable.
It is also a good example of
how councils are using
innovative collaborations,
not just to manage the
housing challenges thrown
up by the efficiencies climate,
but also to improve quality.
The scheme, believed to be
the first privately funded
affordable housing scheme in
the UK, has been agreed
through a partnership
between Barking &
Dagenham LBC and
institutional asset developer
Long Harbour. It will cost
£70m and will see the homes
let at 80% of current market
rates. The asset fund will earn
an income from the rents
and at the end of the 60-year
lease period the homes will
return to the council.
The scheme is
complicated by the fact it
was procured via a local
education partnership, as it
was felt this would speed up
the procurement and
development process. The
education partnership will
act as project manager of the
build and then the scheme
will be handed to the council.
Jeremy Grint, divisional
director of regeneration at
the council, says: “From the
institution’s point of view the
council is seen as being
relatively risk-free, so

investing £70m is seen as
sound. They will get a return
– not necessarily a huge
return – at a low risk.”
Demand for housing in the
borough is high, with 12,000
families on the waiting list.
While the rents might be
affordable, tenants will be
expected to have an income
of about £35,000 a year.
“Tenants will get a nice
home for a relatively
inexpensive price and can
live close to areas of huge
employment. It’s not just
about taking people off the
housing waiting list. It will
also help other people living
in the borough or living in
other parts of London who
are struggling to find a place
to live,” Mr Grint says.
The scheme was agreed by
council and cabinet last May
but there had been two
months’ worth of work before
that, with the first properties
due to be completed by
December 2013.
“The more partners you
have the more complicated it
becomes,” says Mr Grint.
Joining up with the local
education partnership added
an extra layer of complexity.
He has this advice to other
councils contemplating
something similar: “If you
can, I’d try and do it in a more
simple way. That makes some
of the negotiations a little bit
more straightforward and
reduces some of the potential
start-up costs.”
l For

more information,
contact Jeremy.grint@lbbd.
gov.uk
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Isle of Anglesey CC

It may be a world away from
Barking & Dagenham, but
Anglesey in north Wales faces
a similar shortage of
affordable housing.
Against a backdrop of
cuts of at least 30% to the
social housing grant this year
the council is about to
embark on an innovative
pilot project to build 10 new
homes on the island.
Working in partnership
with registered social
landlord (RSL) North Wales
Housing Association, the
council believes it has come
up with an innovative
funding mechanism, which
will pave the way for further
housing developments.
The land for the homes is
council owned and the
funding for the project has
been raised by the housing
association against the value
of the land.
Shan Williams, head of
housing at Isle of Anglesey
CC, says public sector
funding cuts have forced the
council and the RSL to think
differently.
“In Anglesey, developing
affordable housing is one of
the key priorities for the local
authority and because of the
cuts in the social housing
grant we need to develop
innovative approaches and
find another way of
subsidising affordable
housing,” she says.
Ten might be a small
number compared with
Barking & Dagenham’s 477,
but it is important to both

Professor Peter Roberts of the
Byker Task Force, Mark
Scrimshaw of the Byker Trust
and Baroness Andrews re-open
Bolam Coyne
parties that the scheme is
viable, says Ms Williams.
“In a rural area 10 homes
should be manageable. I
know the need is there for 10
homes but we need to make
sure that the business case
balances out and that the
project is financially viable
for the RSL, because they’re
taking the loan out to pay for
the development,” she says.
LGCplus.com
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In Anglesey,
developing
affordable housing
is one of the key
priorities for the
local authority
Shan Williams, head
of housing, Isle of
Anglesey CC

According to a housing
survey undertaken by the
council, the island needs 250
to 300 homes over the next
five years. The creation of an
enterprise zone on the island
and plans to build a nuclear
power station will only add to
the pressure on housing.
The project began in 2009
with the survey, but this
particular element has been
ongoing for the past six
months.
“It’s not been too painful so
far,” says Ms Williams, and
she gives credit to the good
relationship the council has
LGCplus.com

with the housing association.
“I’ve worked with them
before and I know they can
deliver,” she says.
l For

more information,
contact Shan Williams,
localhousing@anglesey.gov.uk

Your Homes Newcastle

Against the backdrop of the
tough economic climate,
Newcastle City Council
and its arm’s-length housing
organisation Your Homes
Newcastle faced a unique set
of challenges when they
came to regenerating Bolam
Coyne, a building on the

iconic Byker Estate. The
once-controversial estate was
built in the 1970s and
designed by maverick
architect Ralph Erskine, and
is now a Grade II* listed
development – one of only
two such social housing
schemes in the country.
This meant that English
Heritage was a key partner in
plans to refurbish the derelict
Bolam Coyne building from
the start.
Your Homes Newcastle
chief executive John Lee says
this partnership was key to
the success of the project,
and he has this tip for anyone
working on a heritage project:
“Sit down with English
Heritage and build a really
strong relationship from the
start. We have a first-class
relationship with them – so
much so that we even
persuaded its chair, Baroness
Andrews, to come and open
Bolam Coyne.”
The developers could
make as many changes as
they wanted internally but
externally everything had to

be preserved or returned to
the original look, even down
to ensuring the drainpipes
were metal rather than
plastic and finding the right
shade of paint. This meant
the £2.1m costs were higher
than for a normal
refurbishment project.
Byker Estate is being
transferred into the
ownership of a community
trust, giving tenants a greater
say in how the estate is run
and managed. The
government has agreed to
write off the estate’s debt and
financial rules mean the trust
will also have greater freedom
to raise capital to maintain
the expensive buildings.
The estate’s tenants were
key partners on the
redevelopment of Bolam
Coyne as well as being the
catalyst for its refurbishment,
says Mr Lee.
“There was a tension
because there was a genuine
desire and commitment to
get this building back into
use. That came from local
people saying ‘we’ve had
enough of looking at this
eyesore’,” he says.
He believes that they now
have a building providing
homes to 15 families, which
is a success on all levels.
“The end product is the
best of both worlds. We have
living accommodation that
suits residents’ requirements,
while retaining the external
look of the building,” he says.

l For

more information,
contact yhn@yhn.org.uk or
phone 0191 278 8600
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