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Context




For many, whilst transformation progress has been good,
continuing along the current course will..

e compromise the ability to deliver statutory services
* place the most vulnerable at risk due to inadequate resources
* Inhibit the authority delivering upon its political priorities

« focus on balancing the budget as oppose to improving outcomes
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Creating a longer term sustainable future requires...

* public sector organisations to consider alternative ways of providing services
e savings to be delivered with minimal impact on frontline services
* services to be scalable and resilient

e a much greater focus on collaboration
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Transformation focus and progress to

date




Where have most been focusing:
There is a fairly consistent picture across different transformation programmes

Procurement Related Operational and Headcount Related

Reducing the
cost of support
services

Increase
income and

De-layering
and reducing

Major

Asset .
service area

Management

Review of
major

Programmes
and Projects

Driving
Procurement

Savings

contracts

Rationalisation

management
bureaucracy

improving cost
recovery

re-design

RELEASE DRIVE RELEASE RELEASE BE BEST IN OPTIMISE LOWER UNIT IMPROVE VFM
VALUE BETTER CAPACITY RESOURCES CLASS INCOME COSTS Focusing on the
Local VALUE Significant Most local Historical We would expect Centralising large spend
Government Significant resources go authorities are structural most have transactional areas to
spends efficiencies are into trying to saton large shapes have conducted some support continuously
approximately available from manage and property changed form of income functionsto challenge the
50% of its major run portfolios which resulting in review. However, create an current delivery
revenue on outsourced programmes no longer bear increased costs from our shared service model based on
goods and contracts which and project sin any with no experience, we based on leading
services are typically 2 — an un- resemblance to increased would challenge defined outputs, practice, and
purchased from 4 years into an coordinated future need. By productivity on that this has been increased use working with
third parties. 8 year+ deal. manner. freeing up and the front line. It too focused on of self-service directorates to
Improving the Quick wins can Improved focus utilising these is not increasing and lower unit implement new
specification, be taken which and joining up assets uncommon for common charges, costs; together operating
negotiation, offer an of projects into authorities can less than 40% such as car with removing models to
compliance and uncontroversial one overall fund future of total front line parking, and has duplication improve quality
management route for the programme can development as service budgets not been far between the and reduce cost
information Organisation to release well as reduce to be spent on reaching enough, corporate — particular
associated with take and the significant ongoing service delivery. in the areas of centre and focus should be
this spend will level of organisational operational The issue is policy, cost directorates will on elements of
release value. cashable capacity costs about how management and drive lower Social Care,
efficiencies are people are recovery and cash costs and Customer
significant deployed, what flow management release Contact and
they do and significant Highways and
how they are resources Transport
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adding value to
frontline
services.
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Where is there still further potential for savings?
In all areas, but some more than others!

Procurement Related

Driving
Procuremernrt

Operational and Headcount Related

Increase
income and
improving cost

De-layering
and reducing
management

Reducing the
cost of support
services

Major
service area
re-design

Asset
Management

Review of
major
contracts

Programmes
and Projects
Rationalisation

Savings

RELEASE
VALUE

Local
Government
spends
approximately
50% of its
revenue on
goods and
services
purchased from
third parties.
Improving the
specification,
negotiation,
compliance and
management
information
associated with
this spend will
release value.
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DRIVE
BETTER
VALUE
Significant
efficiencies are
available from
major
outsourced
contracts which
are typically 2 —
4 years into an
8 year+ deal.
Quickwins can
be taken which
offer an
uncontroversial
route for the
Organisationto
take and the
level of
cashable
efficiencies are
significant

RELEASE
CAPACITY
Significant
resources go
into trying to
manage and
run
programmes
and project sin
an un-
coordinated
manner.
Improved focus
and joining up
of projects into
one overall
programme can
release
significant
organisational
capacity

RELEASE
RESOURCES
Most local
authorities are
sat on large
property
portfolios which
no longer bear
any
resemblance to
future need. By
freeing up and
utilising these
assets
authorities can
fund future
development as
well as reduce
ongoing
operational
costs

bureaucracy

BE BEST IN
CLASS
Historical
structural
shapes have
changed
resulting in
increased costs
with no
increased
productivity on
the front line. It
is not
uncommon for
less than 40%
of total front line
service budgets
to be spent on
service delivery.
The issue is
about how
people are
deployed, what
they do and
how they are
adding value to
frontline
services.

recovery

OPTIMISE
INCOME

We would expect
most have
conducted some
form of income

review. However,

from our
experience, we
would challenge
that this has been
too focused on
increasing
common charges,
such as car
parking, and has
not been far
reaching enough,
in the areas of
policy, cost
managementand

recovery and cash

flow management

LOWER UNIT
COSTS
Centralising
transactional
support
functions to
create an
shared service
based on
defined outputs,
increased use
of self-service
and lower unit
costs; together
with removing
duplication
between the
corporate
centre and
directorates will
drive lower
costs and
release
significant
resources

IMPROVE VFM
Focusing on the
large spend
areas to
continuously
challenge the
current delivery
model based on
leading
practice, and
working with
directorates to
implement new
operating
models to
improve quality
and reduce cost
— particular
focus should be
on elements of
Social Care,
Customer
Contact and
Highways and
Transport
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Examples of the Common Transformation Toolsets

Step # : Process Step Name
START. Process END: Process step
step start point d point

Process Step

Description of sub
step1. a

INPUTS: 2 Seess | OUTPUTS:
What goes into What comes out of
this process step. this process step

Description of sub
step2.
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Criteria

Affordability - level of
savings achievable v
Investment costs

Strategic Fit

Market Maturity

Risk

Internal Organisational
capacity

Technical and project
complexity

Student Records Management — Process Overview

Thadi Balow provides s hish laval ovs

izw of the kev processes inp)

HEE T3 e b oy revisw and T
+ Admissions;
* Course setup and maintenence; and

T Batwssn ‘sdmizsions” and “snrolments’ (knowm a: the ATR (Applicent TRans far) prosess),

© 2011 Deloitte MCS Limited. Private and confidential.




Getting to the Crux of the issue




Closing the longer-term budget gap will require a different
approach

Longer Term | eTactical efficiencies savings oExplore new deliver models for

(24 — 48 will not deliver level of the organisation
months) savings required for 2013/14, -Commissioning v delivery roles
2014/15 and beyond T
» More fundamental decisions :
required about future ways of [RASEEEEIIENL a_md busmgss case
working for collaboration and joint
« Greater willingness to explore [RWAeIg {lgloNe] e eXe)aivlgliil[=rS
sharing and collaboration *Design future operating model
between authorities and for the whole organisation
partnerships with the private

sector

» Greater focus on reducing
demand on local authority
services
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Organisations need a different set of design principles for
the future

Example of overarching principles

1. Citizens’ interaction with any service will result in a joined up response as One
organisation.

2. The organisation will be designed to be efficient, effective and fit for purpose,
and operate in a way that will close the financial gap in the next five years.

3. Services will be designed and delivered with a view to delivering better
outcomes which are focussed on citizens needs

4. The Organisation will use service delivery relationships with Partners (the
private and third sectors) where they add value (lower cost, or better
performance)

5. The Organisation will embrace collaborative arrangements with other public
sector organisations

6. The Organisation will be a strong commissioner of services with delivery
provided by the most appropriate delivery body
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The change of focus

Traditional: command & control Outcome-driven: targeted & multi-
services agency strategies

Evaluate needs & plan
(strategies / funding to improve

Plan outcomes)

resources

Influence & Support
Preventative
Programmes

Manage people,

budgets &
performance

Deliver services
(structured by organisation /
profession)

Managing resources Managing demand & outcomes
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What are the key issues to sustainability?

Enabling sustainability

Demand < N Sustainable
reduction ¥ sourcing
Funding
change
For example:
For example: e Shared services
e Diversion - reducing e Qutsourced
reliance on the state For example: e Mutuals
(helping people to help e Pump priming community e Community Budgets
themselves) initiatives e Collaboration
* Prevention - improving * Supporting communities to
outcomes access other funding
sources

e Using new models like
Social Impact Bonds
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L ooking forward...

Alternative delivery models




A Perspective on Alternative Delivery Models

Cost

Traditional
Outsourced /
I nternal
Service
Delivery
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Outcomes

Social
Enterprises/
Mutuals

v
Productivity

Social I mpact
Bonds/
Partner ships

Value
Co-

Oper atives
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Future transformation through Collaborate
At a high level there are three key ways to collaborate

Current Future

Jal
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Integrate

Redesign new functions
Merge existing resources
and redesign the
operating model (this may
include outsourcing for
delivery functions)

Replicate

Expand existing function
Use the better existing
operating model and
merge resources

Replace

Divest

Use the better asset and
dispose of the duplicate

*Senior management
team

*Corporate support

e Commissioning functions

*Delivery functions

*Corporate support
e Commissioning functions
*Delivery functions

*ICT
*Property
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Conclusions




Conclusions

* (Good progress being made in many areas

e Many organisations are ahead of the curve... But the curve is rising
steeply and therefore so is the funding gap

e Current approaches are unlikely to deliver what is required over the next
2 — 4 years

e Thinking is switching to greater focus on demand management

e Greater focus on different collaboration models and new delivery models
as a driver for future transformation

e Greater focus on the future operating model
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20

“Insanity: doing the same thing over and
over again and expecting different results”

Albert Einstein
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Thank you

Time for Questions!
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