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REPORT OF THE STRATEGIC DIRECTOR FOR CUSTOMER AND SUPPORT SERVICES



TO THE BUDGET AND AUDIT SCRUTINY COMMITTEE

WEDNESDAY, 6TH APRIL, 2005 


TITLE : 
THE GERSHON EFFICIENCY REVIEW


RECOMMENDATIONS : 
That members note the contents of this report.


EXECUTIVE SUMMARY :   

This report sets out details of the Gershon efficiency review announced by the Government in 2004 and the steps taken in response by the Council.


BACKGROUND DOCUMENTS :
Various ODPM guidance and technical notes  

(Available for public inspection)
2005/06 Budget Report to Council 2nd March 2005 


ASSESSMENT OF RISK: 
Low

	


SOURCE OF FUNDING: 
Revenue budget and capital programme.

	


COMMENTS OF THE STRATEGIC DIRECTOR OF CUSTOMER AND SUPPORT SERVICES (or his representative):

1. LEGAL IMPLICATIONS :


Not applicable 

2. FINANCIAL IMPLICATIONS :


Provided by : 
Head of Finance

This report has been written by the Head of Finance and therefore addresses the financial implications of the Gershon efficiency review.

3. PROPERTY IMPLICATIONS :


) No comments obtained from relevant 

4. HUMAN RESOURCES : 



) directors, but there will be property and HR                                                                                   implications arising from the outcome of efficiency reviews.

	


CONTACT OFFICER : 
John Spink
Tel : 793 3230
 E-mail : john.spink@salford.gov.uk

WARD(S) TO WHICH REPORT RELATE(S):
Potentially all


KEY COUNCIL POLICIES: 

Budget strategy






Performance management






Cabinet priorities and workplan


DETAILS

1. BACKGROUND

1.1. At the same time as the announcement of the Comprehensive Spending Review (CSR) by the Chancellor of the Exchequer in July last year, Sir Peter Gershon published his annual review of efficiency in the public sector.

1.2. The key conclusions from the review were :-

· £21.480bn efficiencies from the public sector are achievable in the CSR review period 2005-06 to 2007-08 ; 

· Of this, £6.45bn is identified as coming from local government ;

· The efficiencies equate to 2.5% of local government expenditure per annum, of which at least half of these savings will be expected to be cashable over the 3-year review period.

1.3. Efficiencies are defined as reforms that :-

· maintain the same level of service provision while reducing the resources needed ;

· result in additional outputs, such as enhanced quality or quantity of service, for the same resources ;

· remodel service provision to enable better outcomes.

1.4.  Efficiencies can either be “cashable”, in that they produce a direct financial saving or benefit, or “non-cashable” where gains do not necessarily lead to lower costs but to improved performance for the resources used. The ODPM expects that at least 50% of the total efficiencies identified by local authorities will be cashable.

1.5. The Gershon report identifies 6 broad areas for potential efficiencies :-

· Back office – in effect, support services

· Procurement – how goods and services are obtained, including both capital and revenue and commissioning of services such as social care

· Transactional services – benefits, pensions, collection of taxes, fees and charges and, the “collection and exchange of information”, e.g. registrars of births, deaths and marriages, and calculation of benefit entitlements

· Productive time of front-line staff

· Policy, funding and regulation for the public sector, eg Ofsted

· Policy, funding and regulation for the private sector

1.6. The first 4 areas have a direct impact on Salford, the last two are mainly directed at central government and its agencies although there will be implications in areas such as licensing, trading standards and building control, etc., and in the role of LEA or Social Services.

1.7. Efficiencies have been identified by Gershon as achievable in the following areas :-

· 40% in schools through workforce reform, investment in ICT and reducing admin functions.  There may also be savings through “Centres of Excellence” (to be set up by April 2005) to strengthen practice across education and children’s services sectors

· 10% through policing – 3% per annum for policing, by substantially increasing the proportion of officer time spent on front-line policing

· 35% through procurement in other services, e.g., adult social care, social housing, children’s services, highway maintenance and waste

1.8. Further savings are anticipated through the rationalisation of back office functions and transactional services and improvements in productive time of staff.

1.9. Efficiencies in schools are to be separately identified and monitored by the DfES. They are therefore excluded from the 2.5% per annum target for local authorities.

1.10. In November, the ODPM announced that local authorities would be required to provide an annual efficiency statement to demonstrate how they planned to make efficiency gains and to review their achievements against those plans. 

2. THE ANNUAL EFFICIENCY STATEMENT

2.1. Local authorities will be required to produce efficiency statements to the ODPM, certified by the Leader, Chief Executive and Treasurer, to set out their plans for forthcoming efficiencies and, after the end of the year, to review what efficiencies have actually been achieved against their plans. Mid-year progress reports will be required by all bar excellent authorities.



2.2. The timetable set out by the ODPM for the submission of returns during 2005 and 2006 is as follows :-

	Timescale
	Action

	By 15th April 2005 
	LAs to submit efficiency plans for 2005/06 to ODPM

	By 15th June 2005 
	LAs to submit efficiency gains achieved for 2004/05 to ODPM

	By 17th November 2005
	All bar excellent LAs to submit mid-year update to ODPM

	By 14th April 2006
	LAs to submit efficiency plans for 2005/06 to ODPM

	By 14th June 2006 
	LAs to submit efficiency gains achieved for 2004/05 to ODPM

	By 17th November 2006
	All bar excellent LAs to submit mid-year update to ODPM


2.3. The returns are expected to be brief, ie no more than 2 pages in length, setting out the strategy for securing efficiency gains, the key actions to be (or have been) taken and the expected efficiency gains analysed across local authority services and cross-cutting themes, together with the cashable amounts.

3. SALFORD’S EFFICIENCY STRATEGY AND ACTIONS

3.1. Governance Arrangements

The requirements of Gershon dovetail closely with the work required to develop the budget strategy. Therefore, immediately following the announcement of the Gershon review, it was agreed at Budget Strategy Group that a new “Think Efficiency” theme would be established in line with the principles of the  “Think Customer” theme and subsequently Cabinet agreed that a Cabinet workgroup chaired by the Lead Member for Customer and Support Services be established to oversee the Council’s response to Gershon.

The Directors Team oversees the detailed work at officer level, with proposals being initiated through its Resource Planning Group, a cross-directorate working group. Within the Customer and Support Services Directorate a Think Efficiency Group co-ordinates the day-to-day operational requirements to feed ideas, information and recommendations to the various forums for decision.

3.2. Actions Taken to Date

Actions taken have been aligned closely to the preparation of the budget for 2005/06 and have involved :-

· Identifying an initial programme of potential areas for efficiency over the 3 years from 2005/06 to 2007/08 ;

· Quantifying and implementing the cashable savings for 2005/06 from this exercise to feed into the budget process ;

· Requesting all directorates to consider what non-cashable efficiencies they are planning for 2005/06 for the purposes of submitting the annual efficiency statement ;

· Beginning to work on efficiency proposals for 2006/07 and beyond ;

· Participation in the workstreams of the Regional Centre of Excellence, taking the lead on standardisation in procurement ; 

· Identifying good practice in delivering efficiencies across the country, disseminating information on them to all directorates and identifying which have already been (or are in the process of being) implemented, so that further ideas can be taken up and developed ;

· Preparation of the forward-looking efficiency statement for 2005/06 for return to the ODPM by 15th April.

3.3. Actions Planned for 2005/06

The actions planned for the next 12 months involve :-

· Focussing on the 2004/05 review return required in June and the mid-year review for 2005/06 in November ;

· Working up detailed action plans for efficiencies in 2006/07 and beyond ;

· Continuing to identify good practice through maintaining awareness of developments in other authorities, participation in the work of the Regional Centre of Excellence and in a Greater Manchester Treasurers working group ;

· Promoting greater awareness across the Council of the need to be alert to the potential for efficiencies and recognising when efficiencies are being made. Much of this work will be achieved through a greater focus on value for money, which will feature in the new CPA assessments. 

4. PROVISIONAL EFFICIENCY PLAN FOR 2005/06

4.1. Calculation of Baseline and Annual Efficiency Targets

The calculation of Salford’s baseline and consequent 2.5% annual efficiency target is not a direct “lift” from the net budget of the Council but a combination of ODPM-defined revenue and capital expenditure, as contained on budget or outturn returns to the ODPM, plus proportions of the passenger transport and waste disposal authorities’ revenue and capital expenditure, less schools and less defined grants, as follows :-

	
	£m

	Total net service expenditure
	311.317

	
	

	Add : Passenger transport
	24.133

	          Waste disposal
	7.426

	          Capital expenditure (excl Education and use of capital receipts)
	80.813

	
	

	Less : Schools
	(136.776)

	          Specific Grants (ie LPSA, NRF, New Deal, SRB, EU) 
	(14.640)

	
	

	Baseline
	272.273

	
	

	Efficiency Targets : 2005/06
	6.807

	                                  2006/07
	13.614

	                                  2007/08
	20.420


4.2. Annual Efficiency Plan for 2005/06
Directorates have been requested to provide information to identify both cashable efficiencies over and above those identified for the 2005/06 revenue budget and non-cashable efficiencies.

It should be noted that certain traditional budgetary savings, such as debt rescheduling and increases in income through raising charges, are not permissible as efficiencies in the ODPM definition. However, certain efficiencies not separately identified in the budget, eg efficiencies made by passenger transport and waste disposal authorities and incorporated into their levies, can be included.

Authorities will be allowed to count 2004/05 efficiency gains towards their 2005/06 target. 

At the time of producing this report, final information is still awaited from a few directorates and levying bodies, but for members’ information, the tables in the following paragraphs have been extracted from the 2005/06 Budget report submitted to Council on 2nd March to illustrate the types of efficiencies that have been identified.

Details of the final statement submitted to the ODPM by 15th April can be provided to the May meeting should this be required. 
4.2.1. Cashable Savings 2005/06

[image: image1.wmf]SAVINGS

2005/06

2006/07

2007/08

£000s

£000s

£000s

CUSTOMER AND SUPPORT SERVICES

Support Services Review - 2004/05 programme

200

200

200

Support service review - 2005/06 programme

250

250

250

Energy savings

150

150

150

HR - reduce professional & short courses

23

23

23

Customer Services - supplies & services

21

21

21

CORPORATE

Light vehicle fleet tender

50

50

50

Procurement of agency staff

25

178

178

Procurement - use of purchase cards

25

54

54

Improve attendance management

250

250

250

Freeze on inflation allowance for supplies & services

865

865

865

HOUSING & PLANNING

Use of agency staff

14

14

14

NPHL savings on supplies and services

420

420

420

Urban Vision JVC cashable efficiency savings

230

230

230

COMMUNITY & SOCIAL SERVICES

Reorganise transport services - further savings

50

50

50

TOTAL

2,573

2,755

2,755


4.2.2. Non-Cashable Savings

This element of efficiencies is one where further refinement may be most necessary before the final statement is provided to the ODPM, but some typical non-cashable efficiencies, or productivity improvements, are illustrated below based upon service improvement plans, BVPI and local key PI targets for 2005/06:-


[image: image2.wmf]VALUE

2005/06

2006/07

2007/08

£000s

£000s

£000s

CUSTOMER AND SUPPORT SERVICES

Finance - earlier closure of accounts, invoice payment and debt 

reduction 

220

220

220

Benefits - reduction in claims processing times

323

323

323

ENVIRONMENT

Grounds maintenance - increase grass cutting from 15 to 23 

per annum

650

650

650

Refuse collection & street cleansing - dealing with a 1% 

increase in waste collected

48

48

48

ARTS & LEISURE

Libraries - dealing with a 5% increase in visitors

136

136

136

Museums - dealing with a 5% increase in visitors

55

55

55

HOUSING & PLANNING

Homelessness - 4.5% more applications decided within 

timescales

30

30

30

Urban Vision JVC productivity gains

230

230

230

CHIEF EXECUTIVE

Economic development - a 6% overall increase in new business 

start-up and business support enquiries

39

39

39

TOTAL VALUE

1,731

1,731

1,731


4.2.3. Total Efficiencies 2005/06

The combined total efficiencies based on 2005/06 plans and incorporating 2004/05 efficiencies (where these are known at this stage) will therefore be as follows :-


[image: image3.wmf]2005/06

2006/07

2007/08

£000s

£000s

£000s

Cashable efficiencies achieved in 2004/05 

1,528

1,528

1,528

Cashable efficiencies planned for 2005/06

2,573

2,755

2,755

Sub-Total : Cashable Efficiencies

4,101

4,283

4,283

Non-Cashable efficiencies expected in 2004/05

Non-Cashable efficiencies planned for 2005/06

1,731

1,731

1,731

Sub-Total : Non-Cashable Efficiencies

1,731

1,731

1,731

Total Efficiency Gains

5,832

6,014

6,014


4.2.4. The minimum target of £3.25m for cashable efficiency gains has therefore been exceeded at £4.101m, although further work is required to identify non-cashable efficiencies achieved in 2004/05 and expected for 2005/06 to be able to establish whether this target has also been achieved. 













4.2.5. Further work is also required to establish the extent of efficiencies made on capital works, both cashable and non-cashable, which may be counted.
5. RECOMMENDATION

5.1. Members are requested to note the contents of this report.

ALAN WESTWOOD

Strategic Director of Customer and Support Services
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Sheet1

				2005/06		2006/07		2007/08

				£000s		£000s		£000s

		Cashable efficiencies achieved in 2004/05		1,528		1,528		1,528

		Cashable efficiencies planned for 2005/06		2,573		2,755		2,755

		Sub-Total : Cashable Efficiencies		4,101		4,283		4,283

		Non-Cashable efficiencies expected in 2004/05

		Non-Cashable efficiencies planned for 2005/06		1,731		1,731		1,731

		Sub-Total : Non-Cashable Efficiencies		1,731		1,731		1,731

		Total Efficiency Gains		5,832		6,014		6,014
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				VALUE

				2005/06		2006/07		2007/08

				£000s		£000s		£000s

		CUSTOMER AND SUPPORT SERVICES

		Finance - earlier closure of accounts, invoice payment and debt reduction		220		220		220

		Benefits - reduction in claims processing times		323		323		323

		ENVIRONMENT

		Grounds maintenance - increase grass cutting from 15 to 23 per annum		650		650		650

		Refuse collection & street cleansing - dealing with a 1% increase in waste collected		48		48		48

		ARTS & LEISURE

		Libraries - dealing with a 5% increase in visitors		136		136		136

		Museums - dealing with a 5% increase in visitors		55		55		55

		HOUSING & PLANNING

		Homelessness - 4.5% more applications decided within timescales		30		30		30

		Urban Vision JVC productivity gains		230		230		230

		CHIEF EXECUTIVE

		Economic development - a 6% overall increase in new business start-up and business support enquiries		39		39		39

		TOTAL VALUE		1,731		1,731		1,731
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				SAVINGS

				2005/06		2006/07		2007/08

				£000s		£000s		£000s

		CUSTOMER AND SUPPORT SERVICES

		Support Services Review - 2004/05 programme		200		200		200

		Support service review - 2005/06 programme		250		250		250

		Energy savings		150		150		150

		HR - reduce professional & short courses		23		23		23

		Customer Services - supplies & services		21		21		21

		CORPORATE

		Light vehicle fleet tender		50		50		50

		Procurement of agency staff		25		178		178

		Procurement - use of purchase cards		25		54		54

		Improve attendance management		250		250		250

		Freeze on inflation allowance for supplies & services		865		865		865

		HOUSING & PLANNING

		Use of agency staff		14		14		14

		NPHL savings on supplies and services		420		420		420

		Urban Vision JVC cashable efficiency savings		230		230		230

		COMMUNITY & SOCIAL SERVICES

		Reorganise transport services - further savings		50		50		50

		TOTAL		2,573		2,755		2,755






