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Richard Williams

e Director in KPMG's national local government advisory practice
e Based in Birmingham

e CIPFA member

e Public Sector specialist

e | eading a number of KPMG's local government efficiency based partnerships
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What is KPMG’s experience of working with local authorities on effi

programmes?

e | ong term efficiency
partnerships (2-3 years)

e \Work on full lifecycle:
— |ldentify opportunities
— Design Programme
— Implement

e \Vorking with many top
performing local authorities

e Programmes are designed to
secure efficiency savings of 5%-
15% of non-schools revenue
budgets

® [n many authorities there is a
strong modernisation element to
the Programmes

Current Efficiency Based Partnerships

§ .‘:.;:

Edinburgh Council

Knowsley

Suffolk

Essex

Hounslow

Waltham Forest

West Sussex
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My argument today

e | ocal authorities face significant external and internal pressures to realise efficiency
savings —and many are struggling with that challenge

e My argument today is that
— Traditional approaches to efficiency are not sufficient to meet the challenge

— There are opportunities to achieve real efficiency — but will require tough decisions and
commitment to realise

— A structured corporately driven programme is the best way to drive forward the
efficiency agenda
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Agenda

This discussion will cover:
e The context for efficiency in local government
e \\Vhy traditional approaches to efficiency are not sufficient to make big efficiency gains
e Tips for delivering successful efficiency programmes
— Understanding where you are starting from
— |dentifying opportunities

— Implementing efficiency programmes
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Context — why addressing the efficiency agenda is important =~

e CSR 07 for local government
— Three year settlement with limited real terms growth (1% pa for next 3 years)
— Renewed efficiency targets - £4.9bn cash releasing savings by 2010-11
— Follows a number of years of budgetary constraint
e Government perceptions
- John Healey — councils “lagging behind” on securing efficiency savings
¢ Rising customer expectations and demographics
— Expectations of rising service quality and timeliness
— Ageing population putting pressure on services
e Capacity to meet political and modernisation priorities
— Financial lockdown syndrome
- Maintaining and modernising front line services

— Limiting impact on local taxpayers
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Traditional approaches will not deliver the new efficiency agenda a

heavily constrained -

e Most efficiency initiatives are tactical and short term in nature — and do not address
structural and more complex opportunities

e There is a limit to how much budget “salami slicing” and picking off “low hanging fruit”
can continue to be done

e Most Councils retain their silo approach to doing business — which mitigates against an
authority wide approach

e Protecting front line services is important — but often leads to an over-emphasis on the
corporate centre (10% of 10%!)

e There is a lack of meaningful baseline information to inform sound business cases for
efficiency projects and targets

e A self sufficiency ethos continues to militate against a true mixed economy approach to
service delivery

e Efficiency and modernisation programmes often lack corporate buy-in and commitment

e There are too many self imposed no-go areas — including headcount and externalisation
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The biggest constraint is a reluctance to accept that there is any scope

unlock major efficiencies... -

my £1 in every £3 is actually spem

on adult social care customers... the
rest is spent on deciding how to
spend it and administering the

spending
/

50% of business activities
are common but typically
only 10% are shared — the
rest are buried in service

silos
/Local authorities\

typically have twice A There are usually\

thel mémbe.rtoft. more management

gengtrgﬁathr:rl]nkl)se;? ve T e — tiers and shorter
et contribute to low spans of control than
- productivity often best practice
tolerated and not _
managed
4

Proliferation of
strategy, policy and
planning officers




What are the lessons learned from KPMG's local authority partners?

e ———

Tips for success to identify and deliver efficiency

1. Recognise that savings opportunities will usually boil down to staff and 3™ party spend
2. A whole Authority approach is essential — especially to expose the “grey area”
3. Take a new look at the organisation and how resources are deployed

4. Adopt a structured approach to identifying and agreeing opportunities including go / no go
areas

5. Establish Corporate Programme that has Leadership sponsorship and commitment
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Whatever you look at it is an inescapable fact that opportunities to

efficiency savings boil down to people and 3™ party.spend

Example
) . : Flex the amount of people as output : Pool staffing and invest in a
A POENTECEE requirements shift resource management system

'Focus on the value delivered by |

— Value added me=) | individual staff in delivering core mm=)>  Prune out low value posts
'service outcomes

o - : Make delivering the output as : Change a core process through

2E EIE simple as possible BPR exercise
L . : Ensure that you are in and stay in : Remove inflexibilities in the
e control of unit costs workforce that drive up unit costs
— Price m==)> Reduce the cost of a single unit mm=)  E-auctions or renegotiation
Third party . Ensure people buy units within your
spend Compliance ) framework mmm)  |Improve purchase order process
— Consumption me=) | Reduce the amount of units bought | ===) Consumption drive
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Our experience is that a high proportion of non-schools staffare deployed in
supporting outputs — neither front or back office but the “Grey Area“

Authority approach is therefore essential p—

Management and indirect functions

- 0,
10 %\ Already defined and

benchmarked
Supporting output
“The Grey Area”
(up to 50%)

Direct Service

Delivery
(40%-50%)

»
»

These functions and activities offer greatest

efficiency opportunity — and the greatest
The ‘output’ is what resistance

customers and
stakeholders see

ara
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Authorities often lack robust and insightful baseline information to

efficiency opportunities

e The baseline “gap” is not usually about service costs but how people are deployed and
what people do

e KPMG has therefore developed the Value Chain Analysis (VCA) approach to help local
authorities to understand how resources are deployed

e \/CA is a detailed authority wide analysis of resources and activities — gathered and
collated in a structured and uniform manner

* VCA is a relatively new and innovative E=]l— = e e )
approach which we are using with all our e UL e e T S
current partners [ '

e Scottish Executive has endorsed this ==

approach as a means of identifying efficiency | =—=r——+— =+
opportunities and is currently being rolled out | — o~

to all Scottish local authorities === e e
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General Administration

Management / Supervision

Work Scheduling / Planning

Property and estates

ICT

Support services

HR

Finance

Legal services

This is an extract based on the
analysis of a large city council

workforce

Communications

General Administration

Management / Supervision

Work Scheduling / Planning

%
52%
10%

8%
12%
%

11

7%

Service delivery

Assess and Decide

Front line service delivery

Initial customer contact

Staff

General Administration

Management / Supervision

Work Scheduling / Planning

Managing contracts

Procurement

Supporting the Democratic
process

Strategy, Policy, Quality, Service
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Strategic and commissioning activities
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What do the numbers tell us?

e Only 52% of staff are directly involved with service delivery
e Nearly xxxx (11%) FTE sit between customers and the service they want
e 12% of the workforce is purely responsible for management and planning

e Support (HR, Finance, ICT, etc) and Administration account together for 18% of
the workforce

e Over xxx staff (8% of workforce) are in general administrative roles and are
scattered across the Council

e There are over xxxx officers (7% of workforce) in “strategy and commissioning”
that includes procurement, managing contracts and supporting the democratic
process. Over half this number are in strategy, policy, quality, service improvement
and performance management

This pattern of results is replicated — with some variation — in
each of the large local authorities we have undertaken this analysis.
Variation is largely a function of type of authority (County or Unitary)
and extent of mixed economy in service delivery
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The biggest constraint is a reluctance to accept that there is any Scope

unlock major efficiencies... -

my £1 in every £3 is actually s@

on adult social care customers,,, the
rest is spent on deciding how to
spend it and administering the

spending
R
/Local authorities\

50% of business activities
are common but typically
only 10% are shared — the
rest are buried in service
silos

typically have twice 7" There are usually\
the number of - more management
SOt than best Bohevioursihat 1 (| IRIS AN SHoe
oractice contribute to low spanbs orcontrotthan
- productivity often est practice
% tolerated and not _
managed
_

Proliferation of
strategy, policy and
planning officers
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Using the Value Chain Analysis to identify efficiency opportunitie

example — management structures -

. CEO 1 Best practice 1
Structure in VCA structure — 4

s comnen  DEBEN -
e BEBEE SEnEaHg -
sl T SiE BEE EEE

S T —_———

Team Leader

ol

10

5000

Delivery Supervision

w

2800
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Process for identifying and agreeing savings opportunities

Opportunity Longlist

e Opportunities identified

e Short, medium and long-term
e Potential savings

e Fase / difficulty to implement
e it with Selection Criteria

<

Review and
Challenge

Develop
Business
Cases

Shortlist

e Theme

® Impact / Risks

¢ Financial Value

e Timescale to implement
e Evidence / rationale

e Non-financial benefits

Opportunity Assessment
¢ Evidence gathering

e Targets and objectives

e Go/ no go areas

Implementation
Programme

21



Some of the themes other local authorities have identified and included.i

their efficiency programmes

e Support Services rationalisation

e |CT operations management

e Management structure

e Administration

e Commissioning and Procurement
e Service delivery models

e Customer Services
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A structured approach to identifying opportunities, design and plan

and implementation -

Stages in a successful
Efficiency Programme

Determine
opportunities

Deliver
changes

BUSINESS
CASES

DESIGN
PROGRAMME

DELIVER
PROGRAMME

Identify opportunities Design and Plan Implement

Member and Senior Management leadership throughout Programme

Key decisions and Monitor & realise

Programme Board sign off benefits

Establish and embed Programme & Change Management

Joint teams Shared ownership & accountability

Quick Wins
Sustainable Change

> ‘ . X
8 weeks 8 -10 weeks Implementation Phase
24- 30 months
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Establish Programme Governance and Infrastructure

Efficiency Programme “Must Haves”

e Member and CMT commitment and
sponsorship

e \\Vhole Authority signed up and prioritised

e Programme Level and Project Targets —
ambitious and realistic

e Signed off Business Cases to guide
Implementation

e Self funding principle - programme must
deliver more than it costs

e Sensible investment in Programme
resources

e Balanced Portfolio of projects within the
Programme

Corporate
Management

Senior Management
Team / Elected
Men]‘bers

Transformation
Programme
Management

\ 4

Programme Board

4

A

Programme Office
and Strategic Client

/

[\

AN
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Transformation Programme
Delivery

N4

N\

Project 1 Project 5
TP External
Provider

Project 2 Project 4

TP External

Provider

A\ 4
Project 3
The
Councll
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A
Structural
Outsourcing _
support Jv/ Strateglc
Property functions Partnership
strategy
sestpractice i RESTIIEHITS tranSs?‘E)VrIrCnZtion
Supplier services
. consolidation
Headcount reduction
Asset ;
L consolidation Integration and
Quick wins scale economies
. Management
Amend supplier Direct Efficiencies
procurement Change staff \
terms N -
efficiencies targeting and
Incentives Consolidate back

Better manage

. office servi ie.
temporary & contract Tighten ces 1.

shared service

Supply chain and

staff Recruitment | A
controls and operations improvements
Review and overtime
challenge existing
Lower operational initiatives Optimise financial
risk Indirect spend Challenge high structure
efficiencies cost strategic
initiatives
>
Shorter term Longer term Strategic

Timescale
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Conclusion

e KPMG's experience of working with many large authorities is that there is scope to make
significant efficiency gains

e These efficiencies can help local authorities achieve wider benefits:
— Close the gap in financial plans
— Release resources (people and money) for modernisation initiatives
— Protect front line service delivery

e Achieving the efficiency gains is not easy and requires:
— A solid evidence base and business cases
— A corporately led programme
— Senior level commitment from officers and members

— The appetite to make tough decisions and overcome strong resistance
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Richard Williams is a Director in KPMG's Local and Regional Government Advisory Practice. He is an experienced
management consultant who specialises in the Public Sector. Richard started his career in local government and is a
CIPFA qualified accountant. He has over twelve years of public sector consulting experience covering the central
government and health sectors, as well as local government. He has led a wide range of consulting assignments and
advised at the most senior levels in the public sector.

His experience has included working on major business transformation programmes; leading major organisational
development initiatives, developing and implementing partnerships between the public and private sectors; and
undertaking cost reduction and performance improvement reviews.

Richard Williams
Director

KPMG Advisory
2 Cornwall Street

Birmingham

B3 2DL

Direct line 0121 232 3392
Mobile 07808 141231
E-mail
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