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services?
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I guess my role here today is to give a context to what local government is facing in the coming years and hopefully to give some ideas as to how to tackle some of the challenges we face. I also want to reiterate the importance for local communities of continuing to invest in services and recognise both the economic value and contribution to quality of life they provide. 

Of course I can’t really begin without making a comment about the recent budget. The IFS said it delivered the most severe and sustained cuts to public services since the second world war. I would go further and say its the most severe since Llyod Goerges post first world war  austerity budget that ultimately led to the general strike of 1926.

However I am not suggesting that despite the 25% cut in local government spending over the next four years, the two year pay freeze, the oncoming demolition of public sector pension schemes and the VAT rise to 20% that I am advocating a general strike.

As you know in local government we triumph in adversity, we always manage our way through the crisis and that is what I really want to talk about today. 

Let’s get the moaning out of the way first



The Dawning of the age of 
financial austerity for public 
services!
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  Firstly then the context. I have made the statement on the slide as to the phase I think we have entered however for those of you who have been through CCT, Best Value, BV audit and Gershon’s efficiencies era maybe you think we have never really left this phase.

However let’s get the moaning out of the way first.
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Slide 2 it’s difficult to stand up here today in front of you without feeling like the grim reaper or .........
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that the 4 horsemen of the apocalypse are coming over the horizon for local government.




Financial Armageddon or 
manageable transformation

• Years of investment

• Macroeconomic picture

• Origins of recession

• Public services / local government budget 
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I think firstly we need to start off by recognising that Treasury figures show that between 1999 / 2000 and 2010 / 11 public expenditure rose by 60%, a ratio that is unprecedented in recent decades. Although it could be argued that due to ring fencing of funds to Government priorities some frontline services didn’t see as great a deal of this investment as other areas of public and local government services. 
 
To give further context from 1997 to 2000 public spending remained at 36% of gross domestic product, historically U.K. public expenditure levels have sat at around 43%; by the end of 2010 they are likely to sit at 49 to 50% of GDP.  This in the main is due to the recession, bringing banks into the public sector and falling tax yields, upsetting this ratio. 
 
Government spending for 2010/11 is projected at £637b, therefore the UK is now running a projected deficit of £149b before dropping to £20b by 2016. The difficuly I have with this is the speed of cuts when you consider that just a few months ago the deficit was projected at £177b and the claim was that we needed to bring forward £6b of cuts immediately because of this well we are now £28b better of than we thought we were.
 
One of the key questions will be how far this will eat into the progress of the last decade in terms of investment and improvement in public services. Some of the most optimistic assessments suggest that by 2012 / 13 we will be back to 2006 / 07 public service investment levels. Coming off the back of record levels of public service investment this may not be the financial Armageddon some envisage but it will still require some tough choices to be made.
 
It is often quoted that people want Scandinavian level of service provision at U.S. levels of taxation, unfortunately that isn’t possible the U.S. Government spend 35% of the economy on public expenditure whilst some European countries spend between 50 and 55%. Ultimately the new coalition Government has decided to move more towards the American model rather than the European one and we need to manage as best we can as public servants within that economic framework. 

This is going to mean an on-going transformation of public services to manage scarce resources. But have we not been here before for those who have been in local government over the last few decades this is not exactly a new phenomenon. From the mid-1970s onwards every few years another government financial crisis appears, often originating from another source; from the International Monetary Fund intervention to CCT and from Black Wednesday to Gershon.
 
So progressive austerity appears to be the message on public finances for the foreseeable future. In local government this translates to reducing costs or cutting services in order to pay for the sins of the bankers who we have bailed out to the tune of £860B. It’s amazing how in a 12 month period the perilous state of our economy has went from being the fault of the bankers to being laid on the toes of public servants, a trick Houdini would have been proud of.




So what does it all mean 
for local government 
frontline services?

• Cost cutting 25% over the next 4 years

• Or is it maybe 40%? 
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Comment about Transport impact

Unfortunately I don’t see the service area you all work in as being a top priority for protection from cuts in the way that Education will or other so called statutory functions.

George Osborne also stated in his budget that the aim is to rebalance the UK economy in terms of public sector share to private sector share.

To me in UK terms the impact of the ‘we are all in this together budget’ will play out very differently around the country and for areas like Scotland, Wales, NI, North East and West, and parts of the Midlands which have a higher dependency on the public sector may feel the pain the most.



Some responses

• Outsourcing
• Insourcing
• Competitive dialogue
• Arms length
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I am not here to make judgements on policy choices that local authorities make but just to run through some of the responses that have been reported. The CBI haven’t been slow in suggesting that outsourcing of services may result in significant savings, personally I have been on a quest for 10 years or so to find tangible evidence of these savings and despite being on the Office of the Deputy Prime Ministers Strategic Partnering Taskforce for 2 years I have still to see any factual evidence that supports these claims.
 
Following on from a Deloittes report in 2005 into why so many large American Blue Chip Companies were insourcing services because of a failure of outsourced services to deliver on their promises, APSE itself undertook research into the insourcing phenomenon. What we found in the 50 or so case studies in local government we examined was a complete failure to deliver on savings, performance and quality promised by the private sector was the main reason why local authorities had returned these services back in-house. Even President Obama’s administration feel that outsourcing has gone too far and are developing legislation to maintain more services inhouse and bring some outsourced back inhouse.
 
The point I would make is that be careful to ensure that your eyes are wide open if you are considering outsourcing as a perceived option to reducing costs. I know that there are a number of authorities across the country that are engaged in the competitive dialogue process at present and would suggest that it is important to scrutinise fully that any promises made can be delivered.  
 
With regard to Arms Length Organisations they have became fashionable in recent years however as with all of the models I am referencing you really need to look at your own local context and decide what is the correct policy choice for your local circumstances.
 




Some solutions

• Joint local authority management structures.
• Reorganisation of local authorities
• Total place.
• Shared services/joint working.
• In-house Service Improvement Plan – APSE’s 

Competitiveness Continuum.
• LEAN/Systems/Six Sigma approach – Improvement plan 

linked to competitiveness and efficiency
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Joint council management structures – In England has started with share Chief Executives and is moving to Executive Directors
Reorganisation – Further LGR – Is there really an appetite for this?
A complete expenditure freeze for 3 years – Tony Travers answer and would apply to everything capital, expenditure pay and rations. He argues this is most equitable approach to avoid cuts / Job losses
Total Place – All public agencies collaborating within locality to share resources / budgets, reduce overlaps, create synergies etc. 13 pilots showed promise. Asset mgmt applied across England £20b savings and issues about funding loss through 20% take of each agency £160m of £230m  didn’t reach frontline.
With regard to the concept of shared services as a whole this is an option that has potential but only if implemented effectively.  John Seddon would argue that there is no such thing as economy of scale and if you create a shared services bundle without simplifying and standardising your processes first then you will just build in waste to any new model. Indeed CIPFA have recently produced a paper making very similar arguments regarding shared services.
 
Shared services do have huge potential with regard to I.T. services, shared assets and joint procurement. I would also argue that Tayside Contract, where 3 local authorities have provided services jointly for the best part of 14 years, is an excellent example of where something can be established in a simple structure such as a joint committee that is successful, enduring and efficient. I think the success of Tayside Contracts has been that it is not a convoluted structure or pseudo company. 
 
Inhouse improvement plan competitiveness continuum.
Lean / Systems / Six Sigma approach – As part of in-house improvement plan and linked to competitiveness continuum. 





Frontline First Taskforce
• Focus on the customer
• Take a Total Place approach
• Cut out waste and unnecessary duplication
• Benchmark against others
• Buy goods and services in groups
• Reduce the number of council buildings
• Motivate staff to improve performance
• Make managers the leaders of innovation to improve services
• Streamline management, consider sharing posts with other 

councils / PCTs
• Share professional expertise 

www.apse.org.uk

Presenter
Presentation Notes
This was the work of the efficiency taskforce set up by the previous westminster government at the start of the year which involved people like Lewisham Mayor Steve Bullock and Manchester Leader Richard Leese.

The 10 ideas they have come up with are a bit of a combination of ideas – that’s what happens when you design things by committee.

My first thought when I read the findings were it’s a bit like the x factor winner Joe McEledery he probably wasn’t the best singer on the show but he probably appealed to the widest audience and therefore ticked the most boxes and was a nice and safe bet.

My second thought was that it read a bit like Tom Peters book in Search of Excellence from the eighties by stating the bloody obvious.

I will leave you to make up your own mind as to whether it will solve our puzzle of achieving 25% savings.



Transformation through 
continuous improvement, 
innovation or procurement
• Continuous improvement or step change
• Organisational transformation 3 to 5 years
• Business process reengineering
• Integrated service delivery
• Service reviews
• In-house improvement plan
• Options appraisal
• Make or buy
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APSE has recently commenced a major research study into organisational transformation that we expect to run over the coming 12 months. To me organisational transformation can be achieved in a number of ways but basically it is a fundamental change in the strategy, culture and processes of an organisation that leads to fundamental improvement in the organisational performance. Some would argue that this is best achieved through a step change to existing structures. I would argue that this can prove a high risk strategy and that continuous improvement is more guaranteed to successfully achieve the desired outcome. I also believe that organisational transformation does not happen overnight and will take between 3 to 5 years to achieve at a minimum. However once again I would point out that there are legitimate policy choices to be made depending on the local context you find yourself in.
 
Business process reengineering could deliver innovation and transformation and a good example of this is the way many authorities remodelled their internal structures following the demise of CCT to eradicate the unnecessary client and contractor functions and create integrated service delivery approaches.
 
APSE’ s view is that whatever route you follow it is important to undertake a full blown review of the service in order to establish exactly where you are at present, your existing level of performance, the context for the future, your prospects for future performance or improvement. 
 
If you decide that existing performance is that poor that it is unlikely to improve to the necessary levels or that it is that inefficient that it can’t achieve the levels of efficiency required, following an in-house improvement plan, then you may wish to proceed to an options appraisal that could culminate in you making a decision about whether to make or buy the service.




Demonstrating value for 
money in service delivery
• Local performance management frameworks

• Competitiveness continuum

• Systems thinking – starting from scratch

• Trading and charging – sweating our assets

• Investing in green technology
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APSE as an organisation has written a great deal on the subject of improvement and transformation and indeed our consultancy has helped many authorities throughout the country tackle some of the issues discussed today and obviously based on this experience has developed some of its own ideas that fit with our policy manifesto set by our national council on behalf of our membership.
 
Firstly we believe that before making any decisions you need to have tangible evidence of performance and that’s why we believe in good robust local performance management frameworks such as performance networks. Which allows local authorities to examine their own performance in comparison to their peers to inform decisions.
 
We also believe that it is important for democratically elected representatives to be in control of any processes that change the shape, structure or arrangements of how local authorities deliver their services and that is why we built our model known as the competitiveness continuum that gives elected members the opportunity to assess performance of existing services in an open and transparent manner and make decisions based on all available evidence.

With regards to in-house improvement plans, systems and lean thinking, have gained a lot of prominence recently and this is something APSE sees the potential in as a way of fundamentally rethinking service delivery processes from within based on demand from consumers of public services. By deploying a range of techniques this can cut dramatically the steps in the supply chain, make significant savings and improve the experience of those that consume public services.
 
With regards to Trading and Charging I don’t want to say much today other than an Audit Commission report in 2009 ‘Positively Charged’ showed that local authorities were raising £11b per annum in charges and I think this is a figure that is likely to increase rather than decrease as we seek to meet the upcoming funding gaps. 

Trying to find a positive in all of this and there is some opportunities around local authorities using their assets to generate funding streams from green technology that would also allow the redeployment of staff in to an area that will grow hugely in coming years.

Again it’s for you to decide i this is the best way to resolve our 25% savings conundrum.
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This is basically a model that APSE developed with some of our member authorities that allows elected members to fundamentally challenge performance in terms of service delivery on an on-going basis. It’s well thought out is evidence based and allows an authority to drive continuous improvement and make some fundamental decisions on delivery if a service is not fit for purpose. 



The value of local government  
services
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I wanted to mention a bit about the additional value that local authority services bring to local economies and therefore I would like to make a few points about the work we did with CLES in Swindon council, which has also since been repeated in West Lothian with Swansea and Stoke also looking at it. using the LM3 model to measure the economic footprint of there streetscene services.

The point I am trying to make here is to those of you fixated by cost and the bottom line there maybe something more fundamental going on that you are missing.

Or as Oscar Wilde may have described you as “Knowing the cost of everything and the value of nothing.” 



The core results 

Round 1 – total spend
Street Scene - £8,321,483.33

Round 2 – spend on local suppliers and local employees
Street Scene – local suppliers - £1,078,837.28
Street Scene – local employees - £2,835,871.62

Round 3 – reinvestment of spend in local economy by suppliers and direct 
and indirect employees

Re-spend of suppliers in local economy - £277,229.11
Re-spend of local employees in local economy - £1,075,706.45
Re-spend of non-local employees in local economy - £21,415.33

LM3 of Street Scene
LM3 = Round 1 + Round 2 + Round 3

Round 1
= £8,321,483.33 + £3,914,808.90 + £1,374,350.89

£8,321,483.33
= 1.64

The core results
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We mapped how the total spend either filtered into the local economy or leaked from it. We used surveys and interviews to see where this money moved on from the initial spend and we used spend diaries with employees.

Ultimately what it told us was that for every £1 Swindon Council spent on its services it got a return of £1.64 circulating in the local economy.  For local economies that are heavily dependant on the public sector this spend is vital.



The public economy as a promoter of ‘local’ supply chains
Flexibility to shape localness of supply chain through purchasing
30% of all suppliers have a Swindon postcode
£7m or 32% of spend on suppliers within local authority area

The public economy as a supplier of ‘local’ employment
In many localities a cornerstone of employment and the wider local 
economy
96% of all employees live in local authority area
£9m of spend on employees went to local employees

The public economy as a fosterer of ‘local’ economic regeneration
Opens up employment opportunities and proffers training opportunities
High numbers of employees within most deprived wards 

The Policy Messages

Presenter
Presentation Notes
Another research report we published last week on getting more bang for the public buck – A guide to using procurement to achieve community benefits demonstrates that if you use your spend more effectively then you can move beyond £1.64 and start to think about £2 or even in excess of this.



The public economy as a multiplier of ‘local’ income
local employment and local supply chains can equal strong 
circulation of monies in local economy 
53 pence in every pound re-spent by local employees in the 
local economy on shopping, transport and socialising etc
31 pence in every pound re-spent by local suppliers in the local 
economy
In total for every £1 spent by SCS another 64 pence is 
reinvested in local economy.

The Policy Messages 
cont...
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What this shows is that money spent by a local authority directly brings huge benefit to the local economy, through, suppliers, businesses, sub contractors, retailers. Something we should be focusing on is how we enhance that local spend.



The times they are a 
changing
• Financial imperative

• Do nothing not an 
option

• Clock is ticking

• Don’t panic

• Manage the 
transformation
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To quote Bob Dylan – Come senators, congressmen, please head the call, don’t stand in the hallway don’t block up the hall for he that gets hurt will be he who has stalled, there’s a battle outside and it is a ragin’ it’ll soon shake your windows and rattle your walls for the times they are a changin’.  

In summary the financial imperative that faces local government means that the coming years will see a huge period of change taking place, burying our head in the sand and hoping it will all go away is not an option. However cutting investment in frontline services will have a knock on effect in local economies and everyone will suffer. Whilst time is of the essence I hold a lot of faith in the words of that great philosopher from Dad’s Army Corporal Jones, Don’t Panic! Whilst the challenges ahead are daunting and some may view it as financial Armageddon, I for one think that if we stick to what is tried, tested and evidenced based then we will achieve a managed transformation that is sustainable for the future and leaves local government in control of its own destiny.
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Thanks for listening and would welcome any views, questions or debate
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