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1.
CONTEXT




1.1
Huge challenges have been faced by the Authority's front-line services in responding to the Government's modernisation agenda and the requirements of Best Value.  The City Council recognises, however, that, in order for front-line services to deliver Best Value, the services which support them must also be securing economic, efficient and effective delivery of "back office" services.




1.2
The City Council's Corporate Services Directorate and Personnel and Performance Division provide support to the other main service directorates, as follows :-





Corporate Services

· Law and Administration

· Finance

· IT Services

· Customer Services

· Strategy Development
Personnel and Performance

· Operational Management

· Strategic Management

· Police and Scrutiny Support

· Consultancy Services (including


Outstations)

· Occupational Health and Safety

· Organisation Development and Equalities




1.3
Personnel Services has recently merged with the Chief Executive Directorate to create the Personnel and Performance Division. This review has concentrated however, only on the personnel functions listed above as it was commenced prior to the merger finalisation.
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1.4
The total gross budget and staffing levels for each Directorate is as follows :-






Corporate Services
Personnel & Performance


Gross Budget

Staffing
£21,888,848

602
£ 3,344,624

153




1.5
If the City Council is to demonstrate Best Value we need to ensure that all of our support services are comparable with the best alternative provision (both public and private sectors.




1.6
The Council is aware of alternative service delivery arrangements for a variety of support services which have previously been delivered in-house.  These include Support Services Contracts which have been entered into with the private sector in Authorities such as Blackburn with Darwen; Middlesbrough; Bedfordshire; Liverpool and Lincolnshire Councils.  It is equally aware of the potential risks involved and problems which have beset some Authorities who have involved external providers in service delivery, e.g. Hackney/IT NET and Lambeth / CAPITA.




1.7
The City Council is also aware of the current views being taken by Government and the Local Government Trades Unions regarding the extent of private sector involvement in the delivery of public sector services.

1.8
Whilst recognising the current differences outlined in paragraph 1.7, the City Council's view is that our paramount duty must be to the people to whom we provide services and any decision made will be with this in mind and based firmly upon appropriate evidence.  This does not mean that we will sacrifice the public sector ethos and the Council intends to remain true to the principles of fair employment enunciated last year by our Chief Executive. 




2.
BACKGROUND




2.1
Best Value demands that we seek continuous improvement.  The two service areas (Corporate Services and Personnel and Performance) have sought to respond to this by driving through an ambitious range of changes as part of their modernisation agenda.  This includes, for example, the formation of "Salford Direct" - our City Council contact centre; the implementation of the S.A.P. financial and management information system; the implementation of the single status package of conditions throughout the organisation; and the complete restructure of Personnel Services and its merger with the Chief Executive Directorate.  These initiatives and others are detailed in case studies attached to this report at Appendix 1.




2.2
There are, of course,  many other drivers for change, including :-





External Pressures


· Reducing revenue resources

· Inadequate capital resources

· Legislative Changes

· E-Government

· Single Status

· Financial inflexibility

· Demand for better services from Salford’s citizens





Internal Pressures


· Annual savings targets

· Demand for better services from "Client" Directorates

· Skills shortages

· A future for staff


Opportunities


· Regeneration/creation of local jobs

· Establishing Salford as a forward-thinking Authority, prepared to be ambitious and embrace change.




2.3
In the last two years the City Council has had to make savings of £8M and £6.5M, respectively.  Performance Indicators also show that, in a number of areas, we are a considerable way from being in the top quartile of Local Government performers.  In other areas there is a lack of comparative data on which to base judgements.  This is probably only to be expected, given the range and diversity of services being considered and needs to be addressed when determining a strategy for the future delivery of our support services.




2.4
In view of these pressures, and the changes which are taking place, the City Council decided to embark upon a review of strategic options for support services, i.e. to investigate what benefits might accrue from bringing in some kind of external expertise.




2.5
It is probably fair to say that, whilst we acknowledge that we needed to consider possible opportunities beyond the status quo, the arrangements for achieving our objectives needed to have a "sharper focus".  This included the need to understand; what both the City Council and any potential partners need to bring to the table; which services would be most appropriate for inclusion in any market testing; and what kind of contract vehicle would be most appropriate.




2.6
Being anxious not to be introspective and wanting to robustly challenge the way in which support services are delivered in Salford also creates risks.  By embarking upon any market testing without first trying to establish a baseline of where we currently are (and, more importantly, what issues are likely to affect future service delivery) misses the fact that current, in-house service provision, may still represent "Best Value".




2.7
On the 12th December, 2000, Cabinet recommended that a Best Value Review be undertaken of the strategic options for delivery of support services.  The options under consideration were :-





· In-House provision

· Partnerships with the private sector

· Partnerships with other local or public authorities

· Outsourcing




3.
METHODOLOGY




3.1
It was decided at a very early stage not to exclude any services provided by both Corporate and Personnel Services from the scope of the review.  This, therefore, meant that a number of direct services were also included within the parameters of the review.  These included :





· Council Tax and Benefits

· Local Land Charges

· Local Licensing

· Registrar of Births, Deaths and Marriages

· Elections

· Customer Services

· Reception and Switchboard

· Recruitment





It was felt that, by keeping all services within the scope of the review, this would increase our options.




3.2
A Steering Group, consisting of senior managers (including both Directors) and Trade Union representation was established to provide the review with direction.  The Group benefited from the addition of the Chairman of the Quality and Performance Scrutiny Committee (Councillor Dawson) at a mid point in the review.




3.3
The Steering Group agreed Terms of Reference for the review (shown at Appendix 2).  These Terms of Reference provided the starting point for a Project Team who were tasked with establishing base-line information on all of the services across the two Directorates.




3.4
The Project Team, consisting of representatives from both Directorates, as well as Trade Union representation, began the review by collecting base line information using the City Council's Service Profile form which is an integral part of the corporate Best Value toolkit.  Profile templates were issued to all of the respective Team Leaders and information on the areas under their responsibility were required to be supplied.  This information considered each of the 4 C's and, as well as providing a snapshot of current performance, also required information on issues which the services would be likely to encounter in the future.




3.5
All of the Service Profile information has now been collected.  Project Team representatives then began the task of analysing this information to understand areas of strength and areas of weakness.  The Service Profiles have now been condensed and conclusions have been drawn about the issues facing each of the service areas, both now and in the future.  (These "condensed" Service Profiles are shown at Appendix 3.)  They also contain core data, such as staffing levels and current budget details.




3.6
The Council also felt that, in order to bring objectivity to our analysis, the review would benefit from input from an independent source.  Following a competitive tendering exercise, the Council commissioned KPMG consultants to consider, in particular, the 'C' of Competition.




3.7
KPMG bring with them considerable experience in both an advisory capacity at national level, and as consultants in a number of recent agreements involving public sector bodies and external providers.  Given the company's extensive knowledge of the market, their brief was to advise on the areas which would be most appropriate for considering for alternative service delivery; the most suitable form of contract vehicle; and what anticipated benefits this may be likely to yield.  (This is referred to more fully in the section headed "Competition").




3.8
Members of Scrutiny Committee and Cabinet will now need to consider how the strategic options which have been identified should be progressed. The Authority will also have to consider the views of the Best Value Inspectorate (BVI) who are to undertake an interim inspection during the week commencing 12th November, 2001.  The agreed basis for the inspection is a departure from previous inspections, in that it is intended for the BVI to appraise whether what we are seeking to achieve is in line with Best Value philosophy and legislation, and to provide direction as necessary.  It is also understood that there will not (at this stage) be a 'star rating' issued by the Inspectorate.



4.
CHALLENGE




4.1
Both Corporate Services and Personnel and Performance rationale for undertaking such an ambitious and wide-ranging review was to challenge whether the services that are provided meet the test of Best Value and our customers' expectations.  As evidenced by the case studies and condensed Service Profiles, we have recognised that "standing still" is not an option.




4.2
At the forefront of these changes has been the Council's commitment to ICT as a means of speeding up service delivery and reducing costs.  The recent award of 'Pathfinder' status recognises that the City Council is 'ahead of the game' in responding to the challenges of meeting E-Government targets.




4.3
Achieving 'Pathfinder' status, however, means more than just an accolade or application of academic theory.  It is translated into tangible actions which have been taken to ensure that, where necessary, we modernise service areas which have not been performing as well as we would have wished for.  The implementation of the Customer Contact Centre, Customer Service Centre, S.A.P. Financial and Management Information system,  the creation of the Financial Support Group, centralisation of benefits administration, externalisation of cash collection and the successful implementation of the Single Status agreement, are all examples of major change initiatives which represent a challenge to 'old' methods of working.




4.4
Senior Management and Members recognise that some of these initiatives are still in their infancy and others - such as the introduction of the Benefits Verification Framework - have yet to be introduced.  The review has questioned, therefore, whether we are able to deliver change quickly enough and whether we have the skills and investment to be able to sustain and build on the changes taking place.  We need to be open and receptive to the fact that we may not have all the answers.




4.5
For this reason, we engaged KPMG to provide information about what the market may be able to offer.  Their services have been commissioned as a 'Desk Top' exercise, but the understanding being that, if the information and their knowledge of the market suggested that we should pursue some kind of service delivery arrangement with the private/voluntary or other public sector bodies, then this would need the full support of Members, staff and their representatives.  This re-emphasises that this paper is not a final report, but marks the end of the first phase of the review with options needing to be further explored.




4.6
The review also arranged for a "Challenge Panel" to consider evidence from the Project Steering Group about how the review has been conducted; whether it has sufficiently applied the 4 C's (and in particular the 'C' of challenge).  The Panel questioned how good support services (and those direct services also within the review parameters) are, and whether services are likely to or will improve.




4.7
The Challenge Panel considered  :-





· An early draft of this report

· Case studies

· Condensed Service Profiles

4.8
The Panel met on 23rd August, 2001) and consisted of :-






Mr. J.C. Willis - Chief Executive

Mrs. A. Williams - Director of Community and Social Services

Councillor Mrs. M. Lea - Lead Member - Personnel and Performance

Councillor D. Antrobus - Lead Member - Corporate Services

Councillor J. Dawson - Chair, Quality and Performance Scrutiny Committee

Mr. P. Wilson - Director of Central Services, Bolton MBC

Mr. D. Compston - Local Businessman and Chairman of the Standard Committee

Ms. A. Hallam - Unison

Mr. D.S. McCrone - Deputy Chief Constable, Greater Manchester Police




4.9
The Panel received short presentations from the two Directors and senior managers within the Directorates with specific areas of responsibility.  There was also an opportunity for debate and questions regarding the way forward and options for improvement.




4.10
The outcomes of the Challenge Panel are shown at Appendix 4.





The broad conclusions of the Panel can be summarised as follows :-





· There is a need to concentrate on what our 'customers' want with improved communications, being clear about service standards and allowing direct input into service specifications.


· We should concentrate on what we can do (well) and identify what we cannot.


· Develop strategies to deal with investment requirements, potential skill shortages and culture change.


· The absence of meaningful performance information in some areas should be addressed.  This needs to be done before any decision on large-scale strategic partnership with alternative (external) providers is considered.


· Explore in greater detail the potential for joint working with other Local Authorities.


· Each service area needs to develop a Performance Improvement Plan.




5.
CONSULT




5.1
Both Directorates have initiated wide-ranging consultation, predominantly with internal customers.  There is also regular (annual) consultation with service users/members of the public on those services which are provided directly to Salford citizens.  These services are detailed in Paragraph 3.1 where, (In most cases) individual Service Improvement Plans have been implemented as a direct result of consultees' concerns.




5.2
Corporate Services strategic review specific consultation has consisted of :-





· Consultation with all members of Corporate Services staff

· Consultation with Senior Managers throughout the City Council

· Consultation with the Directors Team

· Consultation with school headteachers

Consultation with elected members will be through the normal reporting channels.




5.2.1
Corporate Services Staff





A total of 603 questionnaires were sent to staff in May, 2001, with 110 responses being received (18% response rate).  The results of the consultation are shown in Appendix 5 to this report.





Following on from the consultation questionnaire, respondees were invited to attend a Focus Group to explore the issues raised in greater depth.  This Focus Group took place on 12th June, 2001, with 12 staff participating from across the Directorate.  




5.2.2
On the 7th September and 14th September, 2001, the outcomes of the staff consultation were discussed with Corporate Services Senior Management Group and all Team Leaders.  The objective of these sessions was to address the issues raised and to formulate an Action Plan to feed the consultation outcomes into service delivery and, where practical, making the necessary operational adjustments.  The outcomes of the consultation, together with an Action Plan to address the issues raised, is shown at Appendix 5.




5.2.3
Headteachers





In April, 2001, consultation questionnaires were sent to the majority of schools within Salford which receive services from the LEA (106 total).  A total of 27 responses were received.  These responses were also considered by Senior Management and Team Leaders on the dates in 5.2.2 above.




5.2.4
Senior Managers and Directors' Team Focus Group


A total of 40 questionnaires were sent out to senior managers across the Council asking how they viewed the quality, performance and value of the support services they receive and also asking what measures could be taken to improve services in the future. A total of 24 questionnaires were returned which have had the outcomes categorised and analysed. The comments made provided the foundation for a Directors focus group.


The Council Directors' Team, at its meeting on 5th July, 2001, contributed opinions and ideas on how well Corporate Services meets their specific requirements and what areas are giving rise for concern.  The comments made have been collated together and were considered at a meeting of the Corporate Services Senior Management Group on 21st August, 2001, and in conjunction with Team Leaders.  The outcomes and Action Plan are also shown in Appendix 5.




5.3
Personnel and Performance review specific consultation has consisted of :-





· Consultation with all Personnel staff within Personnel and Performance 


· Consultation with Senior Managers throughout the City Council


· Consultation with school headteachers


· Consultation with all City Council staff


· Consultation with Elected Members


· Consultation with Trades Unions

5.3.1
Personnel Services Staff Focus Groups





There were 4 half-day Focus Groups involving approximately 20% of Personnel Services staff.  They covered the majority of services provided, i.e. Outstations, Organisational Development and Equality, Occupational Health and Safety and Management services.  The detailed results of the exercise are shown in the evidence file.




5.3.2
Senior Management Consultation





40 questionnaires were sent to Directors and Assistant Directors. They asked questions on service access, quality, value for money, and complaints.  Respondents were also asked for an indication of overall satisfaction with service provision.  The results of the exercise are shown in the evidence file.





Access levels and quality were generally highly rated, however, as a Directorate we do not tend to provide cost, performance and service level information.  16% are to some extent dissatisfied with personnel provision.





The results and any issues arising were then discussed with the respective Directorate Management Teams to enable any adjustments to service delivery to be considered.  The responses were of particular importance for the development of the Blueprint Report (a copy of which is on the evidence file) and the recent restructure of the Personnel Service.




5.3.3
Consultation with all City Council Staff





A simple questionnaire was posted on the Intranet; hard copies were also made available to staff without online access.  We had around 90 responses.  Questions were asked on the awareness of Personnel policies and experiences with the service; any positive aspects and any areas of processes or procedures that could be improved; what could be done better and what services could be provided in the future.  The detailed results of the exercise are shown in the evidence file.





Analysis and comments were used in the formulation of the Blueprint Report and taken note of for consideration of the future delivery of Personnel Services.  It is proposed to repeat the exercise on a regular basis.  The questionnaire will remain in the Intranet.




5.3.4
Consultation with Members





The main contact Elected Members have with Personnel Service delivery is with Member training.  Consultation with the Member Training Steering Group and the responses to Members' training needs and evaluations has culminated in the award of the North West Charter on Elected Member Development.  The Council's submission for the award is in the evidence file.





Also, machinery has now been set up to undertake wider consultation with Members through the Elected Member representative on the Best Value Review of Personnel Services.




5.3.5
Union Consultation





A Senior Unison official was consulted on the structure of Personnel Services and service delivery.  Overall the official was happy with the service provision.



5.4
Communication about the review





As part of its consultation strategy, the Steering Group and the Project Team felt that it was essential to keep staff informed of developments in the review.  A series of presentations to each Head of Function and Team Leaders took place, explaining the objectives of the review and how it would be conducted.  Members of the Project Team also cascaded information about the review, on a regular basis, to all parts of the two Directorates.




5.5
Additionally, a dedicated 'Intranet' site was established which regularly publishes information about the review.  The Directorate staff newsletter, "Grapevine", has also featured progress updates on the review as it has developed.




6.
COMPARE




6.1
Each service review area was asked to provide comparative data, including Performance Indicators and Benchmarking information.  Unsurprisingly, across such a diverse range of services, the quality of information has been rather 'mixed'.  In those areas which are fairly process orientated, there is a stronger tradition of collecting performance information, particularly where we have obligations to provide Best Value and local Performance Indicators.




6.2
Extracts from the Directorates' Service Plans for 2000/2001 show where progress against targets has been made (Appendix 6).  It is acknowledged, however, that further work needs to be done in certain areas to obtain clearer information about how our services compare with those of our competitors.  These areas have been highlighted in the 'condensed' Service Profiles at Appendix 3.




6.3
From the information which is available, some broad conclusions can be drawn, viz :-





· The levels of our investment in ICT and our commitment to customer facing services demonstrate that we are fairly well advanced in these fields.  This view is validated by the achievement of "Pathfinder" status, but continued investment is required to meet E-government targets and service improvements.  Some of this investment will come from central government as part of "Pathfinder" but other investment will be required to be deployed from existing budgets, from capital programmes or from alternative means.





· The Finance Division recognised that, whilst performance in some areas, e.g. Accountancy, Internal Audit, was good, in other areas, e.g. Payroll, Council Tax collection, performance was not as good as it could be.  Organisational and structural changes have now been introduced, however, to address the situation but, again, there is a continuing need for investment in new systems, particularly in Council Tax, Benefits and Business Rates, to increase efficiency.





· The Law and Administration Division has comparator information for legal services which suggests their costs are lower than private practice, and at least comparable with other Local Authorities.  There is a need, however, to gather information on those remaining areas where information is in short supply.  The legal services management are also negotiating with a private firm of solicitors to provide a cross-exchange of skills and is proactively looking to tender for work with other public sector organisations.


· Personnel and Performance has comparator information in relation to the statutory indicators for the service and these have been highlighted in the condensed Service Profiles at Appendix 3.  The Directorate is also a member of the Greater Manchester Personnel Benchmarking Group and whilst the comparator information from the Group suggests that the costs of services delivered within the directorate based operational personnel service, individually is higher than the other providers in the Group, the overall staff costs for the full range of personnel functions, which encompass this review, are amongst the lowest within the Group.





· In addition, Personnel Services comparisons with nearly 30 unitary and metropolitan authorities in a benchmarking exercise by EP-SARATOGA indicates that the directorate based operational personnel costs are around the median (53rd percentile) of the sample group for personnel costs per FTE,  with average personnel pay and pensions being within the lowest quartile of all organisations within the exercise. A breakdown of this information is included in Appendix 3.





· The Personnel Performance Division's Police and Scrutiny Support Group has comparator information from the Greater Manchester Management Services Benchmarking Group, which suggests that the daily charge rate of £144 is comparable with the Groups average of £162 and the range of £139 to £216.  The daily rate also compares favourably with the private sector provider rates, which range from £150 per day for a basic analyst to £1,113 per day for a high level consultant.  Detailed information on the comparators from these Groups has been highlighted in the condensed Services Profiles at Appendix 3.




6.4
It needs to be recognised, however, that information in some areas is difficult to obtain because, in some cases, performance management information is still being developed.  This may mean that the Council needs to take the lead in these areas, in organising Benchmarking and the sharing of performance information.




6.5
Examples of benchmarking groups of which Corporate Services are members are :





· Accountancy
- G.M. Treasurers' Group

· Creditors
- G.M. Treasurer's Group 

· Debtors
- G.M. Treasurer's Group

· Legal Services
- G.M. Authorities District Secretaries

· IT Services
- SOCITIM

· Customer Services   - North West E-Government Group




6.6
Further examples of Corporate Services detailed performance management and benchmarking information  are shown at Appendix 7.




7.
COMPETE




7.1
As referred to previously, KPMG were commissioned to advise on the 'C' of competition.  The Terms of Reference for the consultancy included a review of alternative service delivery options, using current service data and KPMG's own market experience.




7.2
For the consultancy to be successful, it was important for KPMG to understand Salford's situation and what it would be seeking to gain from any potential new relationship.  KPMG were, therefore, supplied with a number of key contextual documentation, such as our BVPP, Service Plans, and details of unemployment and deprivation levels, demographic information and regeneration initiatives.




7.3
To further explain the unique position and issues facing Salford, and in particular the two Directorates, a series of presentations was undertaken by Function Heads from across Corporate Services and Personnel Senior Management.  




7.4
Using this information, KPMG have provided a high level assessment of how competitive Salford's support services currently are.  This analysis includes an evaluation of what strategic options the market may be able to provide and which of these possible solutions would be most compatible with Salford's requirements. 




7.5
KPMG have worked in partnership with senior managers in developing a set of criteria on which to base their judgement.  The criteria were agreed with reference to our own procurement policy and each criterion afforded a priority weighting.  The criteria were then 'mapped' against KPMG's data base and market intelligence to arrive at an overall conclusion.




7.6
The consultancy findings can be broadly summarised as follows :-





· There is an uncertainty regarding just how competitive and cost effective are Salford's support services.





· There is a recognition that the work taking place within ICT is at the vanguard and this could prove attractive to any potential partner.





· KPMG do not consider that the local market place is saturated and the relocation of a major player to Salford would be considered to be feasible.  This would obviously help to achieve one of our review objectives, which would be to assist in the regeneration of the local economy with the creation of local jobs.





· To sustain the modernisation of Salford's support services will require the retention of key personnel and continued investment.  A public/private partnership (PPP) would create opportunities for staff and help to sustain the necessary levels of investment.  The return for any potential partners would be in the marketability of the skills and projects which have been developed, and the capacity to generate income from other public sector organisations.





· Business process re-engineering cannot be achieved overnight.  Partnership with others would be likely to produce synergies which would help to expedite progress.





· Any PPP would still require the Council to retain a strategic management capability.  Additionally, the Law and Administration function is viewed as predominantly core-strategic and most other PPP's have not included these activities within any contract package.





· The operational personnel and operational finance functions would be most suited for a PPP and such a package should include clerical and administrative support.  The inclusion of ICT and Customer Services was also viewed as making a PPP venture more attractive to potential providers.





· Application of the agreed evaluation criteria indicates that a strategic partnership would be the preferred vehicle for Salford and any external provider.  The relationship should be based upon a 'true' partnership, with sharing of objectives and risks.




7.7
The KPMG report considers that there is potential for savings of between 5 - 15% which could be made on current budgets based on their market intelligence.  There are also examples of significant investment and local jobs being created in other strategic partnerships.




7.8
Clearly, these claims seem very attractive if taken  purely on face value.  The difficulty is that strategic partnerships are a relatively new concept and it remains to be seen whether these claims can be substantiated without any adverse effect on service delivery and any long term detrimental diminution in the terms and conditions of staff providing services.  KPMG recommend that the only way to accurately gauge whether the market could provide what Salford wants, is to actively engage potential providers in 'Soft Consultation', i.e. without any commitment to proceed further.  This exercise would obviously need to be conducted within strict parameters with absolute clarity on what our objectives and criteria are.




8.
OPTIONS APPRAISAL




8.1
The review has considered the strategic options which are available and the conclusion seems to be that these can be narrowed to 3 choices. (Although It would also be correct to say that none of the options need be mutually exclusive and members may consider hybrid variations attractive, depending on the way in which services could be packaged) :-





(a)
Continued in-house delivery

(b)
Outsourcing

(c)
Strategic Partnership




8.2
Continued In-House Delivery




8.2.1
The advantages of continuing with in-house service delivery should not be under-estimated.  The workforce is aware of the pressures which Local Government is under and has been receptive to change.  Unlike private companies, there is no requirement to satisfy shareholder expectations of a profit-making venture capable of delivering dividends to investors.  There is also a reduced risk of failure by continuing with in-house service delivery and potentially expensive procurement and monitoring costs can be avoided.




8.2.2
The other advantages of continuous in-house provision are that it provides a locally based service which contributes to the local economy.  It also recognises the relationship between good employment conditions and quality of services, and provides a commitment to equality of opportunity and high ethical standards.




8.2.3
Conversely, if the Council's support services are to significantly improve to become top quartile performers, it will require continued high levels of investment.  Whilst some of this revenue will come from the "Pathfinder" project, if Government RSG (Revenue Support Grant) continues to reduce and capital resources remain under pressure, it will become harder to sustain the levels of investment required to support the change process.  Additionally, if the Council wishes to generate income from marketing its newly developed systems and skills, it will find it much harder to achieve (despite new legislative powers) to do this without the assistance of a partner.




8.3
Outsourcing




8.3.1
Outsourcing would be likely to provide the support and continued levels of investment required.  It could also provide increased regeneration opportunities if a major national or multi-national company were to relocate to Salford.  Outsourcing would almost certainly mean that large numbers of the Council's staff would be eligible to transfer under TUPE (Transfer of Undertakings Protection of Employment Regulations 1981) to an incoming provider.




8.3.2
The outsourcing option would be likely to meet considerable staff and Trades Union opposition, and a consequential decline in morale.  More importantly, however, if both parties are not trying to achieve similar objectives there is a commensurate increase in the risk of adversarial conflict.  This has recently been borne out in some of the high profile contract failures previously referred to.  There would also be likely to be a risk of loss of control over the direct management of support services and changes to different methods of working would be harder to achieve due to contractual constraints.




8.4
Strategic Partnership




8.4.1
Based upon the application of our agreed evaluation criteria and KPMG's analysis of the market, our consultants' opinion is that a strategic partnership would represent the preferred model should the Authority choose to consider some form of alternative service provision.  There are, however, different  variations on the partnership theme which are worth exploring.  The first point to make is that any strategic partnership would usually involve the creation of what is known as a 'Special Purpose Vehicle'.  This, basically, means a new corporate identity would be formed, usually a joint venture company limited by shares.  The majority shareholding is of crucial importance, however, as a Local Authority controlled company would still be subject to Government controls on raising capital, borrowing and trading.  A private sector controlled company, however, would not be subject to these constraints, but there would obviously be a loss of Council control.




8.4.2
The two main types of strategic partnership arrangements are :-





· An advisory partnership

· A service delivery partnership





The advisory partnership (which has recently operated at Manchester City Council) is usually created where specialist skills and expertise are not readily to hand.  This is not perceived as the case with Salford's support services.





The service delivery partnership could involve a TUPE transfer to the new company or, alternatively, staff could be seconded to work for the company as has happened recently in the contract between Liverpool City Council and British Telecom.  This latter approach safeguards staff pay and conditions as they would remain as employees of Salford City Council.  There would still, however, be a cost attached  - both to the procurement and the monitoring of this kind of arrangement.  Additionally, the concept of strategic partnerships is still relatively new and, as such, may not be considered to have "stood the test of time".




8.4.3
The benefits of a strategic partnership would be that, whilst such a relationship must have firm contractual foundations, the most important aspect of the relationship is the sharing of objectives and apportioning risks to the party best placed to deal with them.  This means that such an agreement could potentially move forward the change agenda at a faster pace than currently, help to provide additional investment and stimulate the local economy.  This could be achieved without sacrificing jobs and may provide a platform for the Authority to generate income by selling the systems and skills we have, or are developing, to help re-invest in maintaining core services at optimum value for money.




9.
OTHER MAJOR STRATEGIC ISSUES




9.1
Organisational Structures




9.1.2
If continued in-house service delivery is identified as the preferred option, decisions needs to be taken as to whether our current configuration will deliver Best Value.




9.1.3
The Corporate Services Directorate was obviously created following the merger of the Treasury, Law and Administration and IT Services Departments.  The overriding rationale for this reorganisation was to bring together the majority of support services under one single Directorate.  For strategic reasons the Personnel and Chief Executive Directorates were not included in the restructuring arrangements and they have, until very recently, remained as autonomous Directorates.




9.1.4
The recent changes to the democratic structure and the need to review and improve performance management arrangements have been the catalyst to the recent merger of Personnel into the Chief Executive Directorate.




9.1.5
The advantages to these organisational restructures have been to cement better joined up working between services and, where appropriate, to harmonise structures, roles and responsibilities.  It may be argued, however, that to create one single Directorate containing all support services would result in a loss of identity and become unwieldy to manage.




9.1.6
Clearly, this issue needs further consideration.




9.2
Collaboration with Others




9.2.1
The review recognised that there is considerable potential for "Cross Authority" and "Cross Sector" working.  This was a view which was strongly endorsed by the Challenge Panel, but it is not without its difficulties.  In particular, it is probably fair to say that a degree of protectionism still exists between local authorities and many remain suspicious of the motives of Authorities which promote themselves as "Best Practice" in the hope of effectively taking over services.




9.2.2
Dialogue has been ongoing in a number of different areas, notably at meetings of the Greater Manchester Chief Executive's Group.  For this potential to be realised, barriers must be broken down and trust established if anything is to amount from these discussions.  The Review Team feels that Salford needs to be taking the initiative in some areas where the benefits of joint working are readily transparent.




9.2.3
This is already starting to happen in the Customer Services Division where we are mentoring other Local Authorities as part of the 'Pathfinder project'.  Other areas where collaboration with others might be explored in greater depth include :-





· The business risk consultancy provided by internal audit is relatively unique and should be a marketable commodity.


· Implementation of the SAP financial and management information system has already generated significant interest from other organisations.  An opportunity may exist to share this expertise with others providing a sound business case can be constructed.


· The Out-of-Hours telephone service could be expanded to take calls from other providers, e.g. Health Service.



9.2.4
These are only examples of areas which could benefit from joint provision and there will undoubtedly be others which could be pursued.




10.
PURSUING A PREFERRED OPTION




10.1
The view expressed by KPMG was that a strategic partnership, including operational personnel, finance, administration and probably ICT/Customer Services, would be the best option if we were to consider alternative service delivery.  The Challenge Panel were firmly of the view, however, that it may be premature to commit ourselves to such a course of action until we are in a position to more accurately assess our own competitiveness.




10.2
Regardless of which option is considered most appropriate, the changes already taking place or planned to take place must continue.  For this reason, Performance Improvement Plans (PIP's) for all service areas are now being developed  which take account of the review outcomes.  Early drafts of these PIP's will be tabled with this report.  Undoubtedly, further work will be required on the detail of these plans as we proceed.




10.3
The Best Value Inspectorate are also due to visit the Authority week commencing 12th November, 2001, to consider how the review has been conducted and where improvements need to be made.  Unlike previous inspections this is intended as an informal visit with the Inspectorate acting more in a consultancy capacity.  No formal scoring judgement will be given at this stage, although they will want to see all supporting documents and it is likely that they will wish to consult with both staff, customers and Members.  Case studies containing details of our response to the change agenda, so far, should help to demonstrate our capacity to improve.  These are shown at Appendix 1.




11.
RECOMMENDATIONS




11.1
Taking cognisance of the baseline information collected during the course of the review, the Quality & Performance Scrutiny Committee takes the view that:-


a)
The evidence put forward by KPMG in support of a multi-service strategic partnership was not considered conclusive and therefore, it would not, at this stage, be appropriate for Salford to pursue this option.  The advantages of partnerships with others are however, fully recognised and it is felt that further work needs to be carried out to identify specific service areas where there is potential for:



(i)
working in partnership with the private sector;



(ii)
working in partnership with other public sector or voluntary sector partners.



The Committee sees the further development of partnership working in legal services and the IT services' BPR team as being indicative of the kinds of relationships and synergies which need to be explored.


b)
On the balance of information articulated both in this report and in the Unison social, economic & environmental audit, the Committee feels that wholesale outsourcing may put both service delivery and the well being of the local community at unnecessary risk, undermine our commitment to equal opportunities, adversely affect staff morale and be unlikely to result in a significant quality or cost benefits.  Consequently, this option is recommended for rejection by Cabinet.


c)
Preferred Option
· The Committee endorses the view expressed in Paragraph 10.2, that work must continue on developing the Performance Improvement Plans (P.I.P.'s) to set short, medium and long term targets, capable of satisfying the Council 's commitment to continuous improvement

· P.I.P.'s  should also identify service areas which will benefit from external partnerships and the Committee recommends that authority be provided to the Directors of Corporate Services and Personnel and Performance to enter into informal discussions (As required) with the market (on a strictly no-commitment basis) to further explore the possible advantages and disadvantages of partnership working.

· Early identification of areas which will benefit from comprehensive best value reviews should be submitted to the Committee for consideration at its December meeting.

· Committee considers that there is still a lack of comparative data in certain areas and that these 'gaps' in information should be filled so that an accurate baseline assessment can be made of all services.  It is essential however, that all comparative data balances quality and cost and where necessary a suite of performance indicators be established to ensure that a true picture of performance is provided.

· P.I.P.'s and an effective performance management system will be the main tools for making the necessary 'step changes' demanded by Best Value .  The completed versions of P.I.P.'s should be submitted to Committee at its December meeting for consideration. Following approval of P.I.P.'s the Committee will receive quarterly monitoring reports.

11.2 
Cabinet is urged to accept the recommendations in this report.


ALAN WESTWOOD
MARTIN B. SMITH


DIRECTOR OF CORPORATE SERVICES
DIRECTOR OF PERSONNEL 



AND PERFORMANCE

AR/JMC

2nd October, 2001
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