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Honey, I shrunk the council

By Peter Hetherington, 9th December 2010, Public Finance

From the shires to the inner-cities, local authorities are coping with cutbacks by radically slimming down their role. So is this the new face of localism? Peter Hetherington reports from the council front line

The vision of slimline local government pioneering a smaller state by moving away from direct service provision with communities and businesses taking over libraries, youth services, municipal buildings, and maybe sections of social care is fast becoming a reality in a corner of southwest England. 

Among the timeless villages and ​honeyed limestone of Gloucestershire, where the outward wealth of the Cotswolds can obscure low incomes and a rapidly ageing population, the public sector as we know it could soon be a ​distant memory.

By next year, a Conservative county council will be on the way to achieving a ‘transformation strategy’ by gradually assuming the role of service commissioner, rather than provider. Although this has been driven partly by a near-30% reduction in its non-schools budget in four years, cutting £108m and losing one in six posts (1,000 jobs) council leader Mark Hawthorne believes change is overdue.

Britain’s financial woes have merely hastened action, he insists. ‘We are ​talking about a new settlement for local government. You will see a very different county council focusing on large-scale commissioning of services, especially around social care, working in partnership with (six) districts and parishes by franchising to them “street-scene” services, such as road maintenance and parking.’ 
Chief executive Peter Bungard put this starkly: ‘The state will get smaller across most of the county that is the reality.’

And for Gloucestershire, read ​England? Across the country, savage cuts   ​‘significantly front-loaded’ on to 2011/12, according to the Local Government Association, mean many councils are thinking what seemed the unthinkable. They are planning to offload buildings and assets, close libraries, shrink once-prized services to a bare minimum and hand others over to third sector and commercial ​providers, assuming there are takers. 

If, on the latest estimate from the Office for Budget ​Responsibility, 330,000 public sector job losses are likely over the next four years, early calculations ​suggest at least a third of these could be in local government. 

Funding redundancies on this scale has set alarm bells ringing in town halls. Many authorities were relying on ​borrowing to meet severance payments in an attempt to protect fast-depleting revenue and reserves. This could now prove impossible because the government has set a £200m ‘capitalisation’ limit for the next financial year, severely restricting council borrowing for this purpose. 

According to Paul Woods, finance director of Newcastle upon Tyne City Council, this will tip some town halls over the edge, making it difficult to set a balanced budget.

Even before this restriction, usually cautious finance directors were wrong-footed not so much by the scale of the 28% cutbacks in revenue support grant over four years from 2011/12, but by the front-loading. The LGA says it adds up to 11% ‘average’ cuts for English authorities next year. Many town halls, however, are budgeting for considerably more. 

Even the odd crumb of comfort promised by the government has proved to be a smoke and mirrors exercise, notably reimbursement to councils for the centrally imposed council tax freeze next year. The ‘extra’ cash will apparently be found in next year’s much-reduced Whitehall grant. 

Paul Carter, Conservative leader of Kent County Council   England’s largest, in population terms   says: ‘They haven’t given us any more money, have they? We were all hoping for a bit of additionality –  if you resist all the pressures, against a pretty miserable revenue support grant settlement, then they said we’ll incentivise you to deliver a zero council tax – it’s all stick and no carrot, isn’t it?’

Back in Newcastle, the city council is planning for 1,000 job losses initially over 18 months and, maybe, a further 1,000 over the next four years. Aside from the multimillion-pound costs of redundancies, the council is alarmed by what it calculates will be a 16% real-terms cut in formula grant in 2011/12. 

Woods says: ‘This is around double the average quoted by the secretary of state and the front-loading is significantly higher than anticipated.’ 

How, then, can the Conservatives’ much-hyped concept of localism gain traction with so little in council kitties to kick-start community ventures? The 264 town and parish councils in Gloucestershire could, if blessed with active citizenship, conceivably assume the role of alternative service provider. They could help to fund libraries or take over swimming pools (an option that is being considered) through modest increases in parish precepts, which remain uncapped. 

But the picture is much bleaker in challenging urban areas, beset by high unemployment and other social ills, with parish and neighbourhood democracy thin on the ground. The impact of cuts on these areas will be greater through the withdrawal of the area-based grants, such as the Working Neighbourhoods Fund, which add up to some £5bn overall. Woods says this loss amounts to an unexpected double whammy, further undermining finances. And he warns: ‘This will cut the legs off the third sector, absolutely hammer it.’

Against this background, the political temperature is rising in town and county halls from the Conservative heartlands of shire and suburbia to marginal cities, such as Newcastle, under fragile Liberal Democrat control. When the full impact of the cuts become clear, will some Tory councillors join the LibDems in rounding on the government?  Perhaps   some clearly feel betrayed by the unexpected enormity of the cuts. 

The emotional response of Peter Callow, Blackpool’s Tory council leader, when he announced up to 1,000 redundancies, almost a third of the council’s non-school workforce, underlined the unease in Conservative ranks. 

‘It’s heartbreaking for people like me who’ve got to say to staff... that there are no jobs for them any more at this council. It’s a terrible situation. I didn’t come into politics for this. I came in to turn Blackpool round, which we are doing. We’ve had a fantastic [holiday] season, a lot of private investment coming in   even the football team [now in the Premier League] is doing well, and then   slam.’

David Faulkner, leader of Newcastle council, one of the LibDems’ flagship authorities, finds it hard to hide his disenchantment. Unhappy and disillusioned? ‘Yes, I am,’ he says. ‘My position now is no different to what it was before the election. I would have preferred the cuts phased in over a longer period of time. I don’t believe we need to clear the deficit in four years. But that course has been set. [Deputy Prime Minister] Nick Clegg has said the economic situation is worse than it was when the party drafted its manifesto   well, I’m not sure.’


Faulkner’s plea for leniency, sent to Clegg and Chief Secretary to the Treasury Danny Alexander before the Spending Review, fell on deaf ears. He says his city was addressing localism long before Prime Minister David Cameron started championing it. He cites Newcastle Futures   a training-for-work agency with 38 staff. It combines council and Jobcentre Plus staff as ​‘customer co-ordinators’ easing long-term unemployed people into jobs, with considerable success.

In her small office, agency head ​Gillian Hewitson, seconded from Jobcentre Plus, can point to almost 2,000 clients ‘supported’ into work over the past year. A further 1,800, often lacking basic skills, have completed training courses. ‘These are good numbers, but we’re constantly asking ourselves: “how can we do more, how can we add value to reach more people?”’ she enthuses. 

But the future of the agency, a social company that has also helped spawn new businesses, rests on a knife-edge. And that’s in spite of intense lobbying by the city council. ‘We’re being reviewed. – .. can they afford us?’ laments Hewitson. 

Between the fine lines of that review, a string of councils are discovering that the true cost of the Treasury onslaught against town hall spending goes far beyond the 30% headline cuts. The 40 different area-based grants have become an essential ‘add-on’ for many councils and the means of turning the government’s localist rhetoric into reality. That is particularly true of the Working Neighbourhoods Fund.

Newcastle received £9m from this fund this year, channelling part of the cash to Newcastle Futures, which is totally dependent on this money. Faulkner, his voice betraying a little anger, says: ‘Working with the long-term unemployed, it’s got a lot of people back into jobs and is extremely successful. Look, if you are serious about fairness, putting arguments about benefit cuts to one side... you’ve got to maintain this or at least have some taper for its demise. You can’t just switch it off.’ 

In the east London borough of Hackney, it’s a similar story. Elected mayor Jules Pipe   who also chairs London Councils says that the loss of £12.5m WNF funding next year will compound the looming financial crisis for his council. Overall, he says the capital’s 33 councils face cuts of 15%–20% next year although, at a recent meeting, Communities Secretary Eric Pickles angrily disputed this figure as ‘fiction’. Pipe says: ‘Even if we are wrong about front-loading –   and I’m sure we’re not –  the view in Hackney is that these near 30% cuts over four years represent the dismantling of all we have held dear over the past decades. How is the voluntary sector expected to step in and fill the void?’

It’s not just WFN cuts that are threatening localism. In Newcastle, a small level of devolved revenue and capital funding has already been channelled to ward committees   supported by ​specialist co-ordinators and, below that, to neighbourhood forums, voluntary groups and social enterprises such as Newcastle Futures. 

The government can at least point to the freedoms and flexibilities included in the Localism and Decentralisation Bill and new measures to underpin a ‘communities first’ approach. The ‘general power of competence’ for councils, for example, will, in Prime Minister David Cameron’s words, allow councils ‘to do anything they like as long as it's legal’.

If councils are to become much leaner and to be more strategic commissioners than providers, at least they might be given powers to join up all services on the ground. They could perhaps become the public face of the slimmed-down state. That, certainly, is the vision of some, but not all, ministers.

From next April, councils, rather than the soon-to-be-scrapped Audit ​Commission, will be responsible for what the LGA’s improvement and development arm calls ‘on-going performance management and monitoring, regular ​self-assessment and peer review’. 

At the same time, the LGA believes the government is making the right noises on the important democratic role of town halls   namely, that ‘councils are responsible to local people and communities, not to central government and inspectorates’.

Nevertheless, it is perhaps one of the greatest ironies of our times that, potentially, the most significant devolution of power from Whitehall to town and county hall in a political lifetime and here, we must take Cameron and Clegg at their word will be accompanied by the deepest, most centrally directed cutbacks in local government  that anyone can remember. Is that what localism means?

Return to sender

By Paul O'Brien, 1st August 2011, Public Finance


All the coalition talk might be about contracting out services, but for many councils the opposite is looking more attractive. Bringing services back in-house allows better control of costs and quality   and closer relationships with residents
Budget cuts are forcing councils to take a long hard look at their service provision options. While some authorities are determined to hand as much as possible over to external contractors, others believe bringing services back in-house is more cost-effective in the long term. 

The Association for Public Service Excellence first identified the insourcing trend in 2009. Local authorities then said they were doing this for pragmatic reasons, chiefly to improve quality of services and value for money. Now that councils are under severe financial pressure, that sense of pragmatism is clearly prevailing –  the latest research shows that the trend is being stepped up in councils across the UK.

The case for insourcing has also ​gathered momentum in the most impartial of quarters. International accountancy firm Deloitte has reported that in the US, a fifth of all services contracted out to private companies have been brought back in-house. And President Obama hit the headlines when he questioned the wisdom of outsourcing so many government jobs in his country. 

Around the same time, public sector insurer Zurich Municipal identified the financial, legal and reputational risks associated with external contracts and said councils were not sufficiently prepared to cope with the potential ramifications. Earlier this summer, a report by the ​Society of Information Technology Managers found that outsourcing information and communication technology services was usually more expensive than retaining them in-house. The report highlighted the ‘hidden costs’ of external provision, including built-in profit margins and the time spent managing and monitoring the contracts.

Meanwhile, as councils review the value for money of their outsourced services, many are deciding to bring them back in-house when the contracts expire. Essex County Council was one of the pioneers two years ago. It brought its ICT back in-house, saying it could provide a more effective service at a better price. Coventry City Council is doing the same with its ICT, in a move that allows it to centralise activity in a new department and introduce clear and effective governance arrangements. The council expects to save £5m a year. 

The trend is not limited to ICT. ​Cumbria County Council brought a range of services back in-house two years ago at the end of a ten-year strategic partnership. The move is part of a programme to save £1.5m a year, which includes using business process re-engineering to provide more flexible, resident-focused services. 
In west London, Ealing took back housing control from its arm’s-length management organisation this April in a move supported by tenants. The council expects to save £5m over four years.

Some councils planning to ​outsource services are now having second thoughts. Suffolk County Council had intended to contract out almost all its services but abandoned the plan following public outcry, and its chief executive has departed. The London Borough of Barnet is carrying on with its programme to contract out an array of services but now faces a £1.5m bill following the collapse of one of its contractors, suggesting that outsourcing is not necessarily the easiest option in the long run. 

In a survey carried out for Unison on insourcing in the current financial climate, 57% of respondents had either brought services back in-house, were in the process of doing so or were considering it. The report, Insourcing update: the value of returning local authority services in-house in an era of budget constraints, shows how the case for insourcing has grown stronger since our 2009 research. 

Councils now see it as a means of finding efficiency savings in the face of mounting budgetary pressure. The scale of savings obviously relates to the scale of the function brought back in-house. At the lower end of the spectrum, 13% of respondents forecast savings of up to £25k per annum and at the top end 5% envisaged savings of up to £1m a year.

Improving service quality was another vital factor, cited by 44% of respondents. Other important reasons included the need for a more flexible service (32% of respondents); a wish to reduce contract management time and costs (27%); and user and client dissatisfaction (27%). 

Some councils have used insourcing as an opportunity to introduce ‘smarter’ ways of working, integrate a range of in-house services and eliminate waste. In-house teams also allow a more direct connection between local residents and the authority, which can enhance accountability and customer involvement. So while the initial reason for going back in-house might be a need to cut costs and improve efficiency, there are a variety of knock-on benefits. 

Councils might struggle to provide services by 2020, NLGN warns

By Richard Johnstone, 8th September 2011, Public Finance 


Funding cuts and new rights for citizens could affect councils’ ability to provide services within a decade, the New Local Government Network says. 

The think-tank’s report, Future councils, says the new powers for communities over planning and service provision could lead to ‘Californication’, with councils experiencing the same difficulties as the US state of high demand for services, low income and increased direct democracy.

This is one of the possible outcomes foreseen for town halls as councillors navigate budget cuts in the years ahead. The predictions in the report are based on discussions with senior figures from local government, analysis of existing plans for change and anticipated and emerging trends in government policy. 

Among the forecasts are that councils will take on substantially less direct responsibility for service provision. In particular, more will introduce commissioning of services, and there will be more devolution of power to neighbourhoods and individuals.

Although the report predicts that some more traditional authorities will remain, greater tendering of services could lead to the introduction of ‘pay as you go’ public services. A handful of local authorities might even commission most of their services, becoming ‘residual councils’ that provide very little directly. Councils in the south of England are most likely to take this approach.

In areas such as the English Northeast, councils could cluster together into new ‘regional federations’ to share their services. These could also have London-style ‘metro mayors’. 

The report states that although none of these scenarios might happen in full, ‘it is likely that elements of all of them could'.

NLGN director and report author Simon Parker said: ‘Local authorities are quietly preparing to transform the way they work in response to budget cuts. Some services will change radically as councils become commissioning hubs. Expect councils to redesign everything from social care to street cleaning, more delivery by the private and voluntary sectors, and an increased reliance on personal budgets.’

He added: 'This is a time of risk and possibility for local government. Town halls could find themselves becoming less relevant as direct democracy and consumer-led services start to bypass local democracy. The key for councils who want to remain at the heart of their communities is not just good service delivery, but strong political leadership to drive economic and social growth for their residents.'

Speaking at the launch of the report today, the director general of localism at the Department for Communities and Local Government, David Prout welcomed the report, adding that there would be a lot of ‘fundamental’ differences between councils in the future.

He highlighted the issues that are leading councils to change   cuts in budgets and the increased accountability for their funding that will follow the Local Government Resource Review. These changes include the devolution of business rate revenue, a greater impact of democracy through the government’s localism plans, and the increasing availability of information about services.

Prout said these changes gave him an ‘optimistic view’ of the future of councils. ‘I think they will continue to try and provide the best local partnerships and [that] will lead to many different kinds [of council]. I think there will be a great deal more outsourcing and commissioning.’

Tony Travers, director of the Greater London Group at the London School of Economics, added that the scenarios outlined in the report could change councils ‘very substantially’ from the current model, established in the 1960s and 1970s, of them being ‘big enough in terms of population to deliver a full range of services’. 

Outsourcing and mutuals 'will not save councils cash quickly'

By Mark Smulian, 4th October 2011, Public Finance

Councils will not achieve the substantial savings needed over the next three years through either outsourcing or employee-owned mutuals, a Public Finance round table debate agreed this week.

The 20 participants at the debate on October 3 believed both approaches had merit but that the government and others were investing unrealistic hopes in them.

Sarah Phillips, deputy director of the Centre for Public Service Partnerships, said outsourcing was less ideologically divisive than it was 20 years ago, but she questioned the degree of political support for it. 

‘If the government had wanted to help the outsourcing industry, it did not do so by frontloading the cuts   because a huge [outsourcing] contract takes a long time and costs a lot,’ she said. ‘You cannot deliver a large amount of savings in the first year that way.’ 

Phillips said the outsourcing industry had to prove to councils that it could produce savings, which it would find harder than in the past as ‘the mad, bad and sad in local government have gone and the savings are less easy to make now’. 

Those attending the round table debate included finance directors, academics and representatives from think‑tanks. The event was run in association with Civica.

The London Borough of Wandsworth’s finance director, Chris Buss, advised against using outsourcing to solve a problem without tackling its source. He noted: ‘If you outsource a problem, it is still there.’

Paul Robb, a board member of the National Outsourcing Association, said local authorities should view outsourcing as ‘one of the tools, but not the tool’ available to them. 

He also advised caution about undertaking joint venture partnerships. These carried an intrinsic conflict of interest, Robb said, since a council would be both a customer and part of the supplier business.

Robb urged councils to partner each other to develop contracts large enough to give them economies of scale when outsourced, but said they had to be clear about outcomes if those were to be the basis of these contracts.

‘If they want outcomes, I need to know those in the bid process,’ he said. ‘You can’t throw it over a wall and hope the outcomes are met.’

He was sceptical about mutuals, cautioning that people with professional skills in the services concerned would not necessarily know how to manage a business.

‘I really struggle to ask employees to give up their day jobs [to run mutuals],’ he said.

Heather Wakefield, head of local government at Unison, also voiced ‘grave doubts’ about whether mutuals and co-operatives could flourish as a mainstream means of service provision.

‘There is little evidence they generate economies that are different to those of outsourcing, which are achieved on the back of the workforce through cuts to pay and pensions,’ she said.

John Harrison, director of strategic resources at Peterborough City Council, said he had looked but found ‘no great mutual network out there’. He warned that councils that tried to use mutuals to work in a market they did not understand would ‘get fleeced’.
SECTION A - (Compulsory)

1

	
	· Requirement for question 1



	
	Discuss the possible long term effect on a public service organisation’s strategic capability if it ‘shifts away from direct provision’, and compare this with the possible long term effect on a public service organisation’s strategic capability if it retains direct provision.  Use examples with appropriate explanation to support your submission.



	(30)


2

	
	· Requirement for question 2



	
	Innovations in service delivery include an array of partnership arrangements, ranging from mergers to outsourcing. Identify and assess the drivers and dangers inherent in such arrangements, and discuss how public services can maximise the benefits and minimise the risks involved.  Use examples with appropriate explanation to support your submission.

	(30)


SECTION B (Answer two from three questions)

3
	With a harsh financial winter ahead, finance managers must be ready to step into the cold and guide other departments and their own staff through the blizzards ahead.


This is the perfect storm for public services in the UK. With a mountain of debt and hugely painful cuts in spending already under way, public servants at every level are shivering in a very chill wind.


Making the sort of cost savings that are needed can’t be done just by salami-slicing budgets, or squeezing more productivity out of existing services.  This is not a time for the faint-hearted.  But it is an opportunity for leaders to come forward and be bold, imaginative and creative.  

“How to lead in difficult times”, by Mark Pegg and Steve Watson, 16th December 2010


	

	
	· Requirement for question 3



	
	One challenge for the modernisation agenda is the question of balancing the aspiration of building public views and opinions into decision making with notions of strategic leadership.  With reference to examples where appropriate, discuss the conflict between the participative and leadership approaches to decision making, identify and assess the dangers with each, and describe any ways in which the two can be reconciled.

	(20)


4

	Modern efficiency programmes are largely based on removing unnecessary capacity, whilst at the same time the government is committed to extending customer choice (which often requires an increase in capacity).  This clearly creates a dilemma for public service leaders. 



	

	
	· Requirement for question 4



	(a)
	
	Discuss the paradox faced by public service leaders of meeting efficiency objectives whilst at the same time meeting objectives to extend customer choice.
	(12)

	
	
	
	

	(b)
	
	Discuss, by use of examples, how this paradox may be overcome.
	(8)

	
	
	
	

	
	
	
	(20)


5

	Managing change in the public sector cannot be a private, internal or family affair. Any public sector service or team is answerable not only to ministers, MPs or councillors but also to individual customers, communities, taxpayers, media commentators, partners and stakeholders. All of these potentially have not just rights and needs but views, questions, concerns and positive contributions to make.
Implementing change in any organisation involves stress and a sense of loss for staff. All change managers need to help colleagues cope with job losses and learn new skills and behaviours.

“Key ideas for how to manage change”, by Faith Boardman in Public Finance, 1st July 2011



	

	
	· Requirement for question 5



	(a)
	
	Discuss the ways that stakeholders’ interests and pressures impact upon public service organisations.


	(12)

	
	
	
	

	(b)
	
	Identify the key features a leader must consider when implementing strategic change and explain the importance of each in the strategic change process.
	(8)

	
	
	
	

	
	
	
	(20)


Marking Scheme for question 1

This question tests syllabus learning outcomes C1 and C2.

There are a range of points that students could discuss here based on their research.  Examples of these are as follows:

Effects of moving away from direct provision

· Loss of resources

· Threshold

· Unique

· Loss of competences

· Threshold (core)

· Unique

· Having redundant resources and competences

· Loss of knowledge

· Loss of key staff

· Loss of critical success factors

· Loss of control

· Fragmented strategic development

· Loss of, or weakening of the value system.

Benefits of direct provision
· Providing effective leverage in local economies
· Shaping places
· Managing costs and transactions
· Sustaining democratic networks and accountability
· Realising the potential of the local workforce
· Maintaining and developing competitive advantage
· Reducing costs
· Controlling and improving strategic capability
Other valid points supported by relevant examples will be accepted.
Up to 15 marks for a discussion of the effects of moving away from direct provision

Up to 15 marks for a discussion of the long term effects of keeping direct provision

Total 30 Marks
Marking Scheme for question 2

This question tests syllabus learning outcomes C1 and C2.

Potential drivers of partnerships include:

· Significant savings

· Improved quality

· Innovation 

· Access to finance (PFI)
· Risk sharing

· Access to private sector skills

· Improved value for money

· Stimulating competitive environment

Up to 10 marks for relevant points supported with examples.

Potential dangers include:

· Poor specification

· Lack of public service purchasing skills

· Cost creep with changing needs

· Lack of flexibility

· Difficulties in quantifying risk

· Complexity in cost comparison

· Loss of control

Up to 10 marks for relevant points supported with examples.

Reducing risks and maximizing benefits:

· Partnership rather than contract

· Build flexibility into relationship

· Careful selection of partner

· Continual partnership management

· Front line stakeholders involved in specification

· Payments based on sharing improvements

Up to 10 marks for relevant points supported with examples.

Total 30 Marks
Marking Scheme for question 3

This question tests syllabus learning outcomes A1 and A2.

One challenge for the modernisation agenda is the question of balancing the aspiration of building public views and opinions into strategic decision making with notions of strategic leadership.  With reference to examples where appropriate, discuss the conflict between the participative and strategic leadership approaches to strategic decision making, identify and assess the dangers with each, and describe any ways in which the two can be reconciled.

Participative approach:

· Popularist

· Involves stakeholder views

· Compromise between interested parties

Strategic Leadership:

· Consult but decide

· Representative democracy

· Elected members make decisions / accountable to electorate

· Decision makers have deeper understanding / specialism

· Access to facts

Conflict:

· Fundamentally different approaches

· Confusion between the two

Dangers:

· Participative approach:

· Avoids difficult decisions

· Tends to favour the fashionable input

· Focus on the consumerist at expense of citizen

· Tendency to follow the mob

· Strategic Leadership:

· External perception of ivory tower

· Costs of communication

· Alienation of electorate

Reconciliation of approaches:

· Adapt strategic leadership with focus on public as customers for elements

· Build consensus on purpose / vision / values – then utilise strategic leadership

· Build multi level relationships with stakeholders

· Increase macro participation in elections

· Create clear links between elections and decisions

Examples could include:

· Housing decisions – ALMOs etc

· Policing decisions – drug policies

· Cinderella services in Social Care

· Delivery of fire services – regeneration

· PCT Reorganisations

· Public voting on budget issues

· Speed watch volunteers – Avon and Somerset
· Closure of rural post offices
· Empowering Neighbourhoods

Marks should be awarded on the basis of 1 mark per relevant point well explained.  Additional credit should be given for the use of relevant examples.

Up to 5 marks for discussing the conflict between the two approaches

Up to 5 marks for identifying and assessing the dangers of each of the two styles (10 marks maximum)
Up to 5 marks for describing how the two can be reconciled.

Total 20 Marks

Marking Scheme for question 4

This question tests syllabus learning outcomes B2 and draws on a candidate’s reading of Public Finance magazine.

(a)
Efficiency Objective:

· Requires maximum use of resources

· No slack in processes

· Removal of unnecessary capacity

· Utilise mechanisation to reduce administrative overhead

· Downsizing staffing

· Minimise resources in single value chain

· Economies of scale

· Specialisation

· Centralisation

· Standardisation

Examples:

· Remove traditional communication options – manual completion and postage of taxation forms.

· Standardised throughput to allow for automated administration – one standard delivery process for cancer treatment.

· Economies of scale in education with large, generalised schools.

· Removing the huge amount of superfluous or duplicated information....streamline to make savings – across different exam boards
Choice Objective:

· Requires build in capacity

· Needs to increase information flows to inform choice

· Administering choice will increase administration costs

· Manipulation of the value chain to create multiple linked chains

Examples

· Choice of how to communicate – manual or electronic tax returns.

· Allowing customers to choose treatment, giving time and information to inform the decision – offering a multitude of choice in cancer treatments.

· Offering choice through a range of different, specialised schools.

· Allowing choice of pedagogue and specifics through different exam boards across FE/schools.
Paradox

· The two policies are contradictory

· How can both sets of objectives be met simultaneously?

Up to 6 marks for discussing the paradox in relation to efficiency

Up to 6 marks for discussing the paradox in relation to choice

Maximum of 12 marks overall

(b) 
Overcoming the paradox

· Working in collaboration

· Mergers

· Back Office function savings

· Technology

· Procurement savings

Up to 5 marks for how the paradox could be overcome

A further 3 marks are available for practical examples

Maximum of 8 marks overall

Total 20 Marks
Marking Scheme for question 5

This question tests syllabus learning outcomes D1 and D2.

(a)

Stakeholders are those groups or individuals who depend upon an organisation to fulfil (at least in part) their goals and on whom, in turn, the organisation depends.  Stakeholders are both internal to an organisation e.g. different categories of staff and external e.g. customers or suppliers.  The concept is somewhat fluid as an individual can obviously belong to more than one stakeholder group (e.g. a person can be a local authority employee, a taxpayer and a recipient of local authority services) and also stakeholder groups will often align in different ways for different strategic issues (e.g. local residents associations may react very differently to local authority proposals to construct a new road and proposals to introduce new recycling services).  Indeed some stakeholder groups may form in response to a specific issue and may disband once that issue has been resolved (e.g. Fathers for Justice was formed to fight for better access to children for estranged fathers; if that were achieved it might disband).

The impact of stakeholders upon public sector organisations is not straightforward.  Firstly conflicting interests between stakeholders groups is not uncommon, particularly when dealing with stakeholders of public sector organisations.  For example, patients of an NHS trust are going to be primarily concerned with the quality/outcomes of their treatment and the speed with which they receive it; the finance department of the trust will not be concerned about that but will focus primarily upon the trust’s financial performance and consequently costs of provision.

To some extent, which groups impact upon the organisation will come down to a matter of stakeholder power and influence, as recognised by models such as the power/interest matrix. Power can be defined as the ability to persuade, induce or coerce others into following certain courses of action.  In organisational life it can derive from a number of sources but stakeholder power will vary across different strategic issues.  For instance the specialist knowledge of senior local authority finance staff would grant them substantial power and influence in determining how to finance a new leisure centre; they would probably exert much less influence in discussions about the most appropriate organisational structure for the authority.  

Other sources of power include position in the organisational hierarchy (bestowing substantial power on senior managers), role in implementation (other things being equal this would make Capita an influential stakeholder in London’s congestion charging arrangements) and control of strategic resources.  Particularly for external stakeholders substantial and supportive media coverage can enhance power and influence.  Again Fathers for Justice is a good example here.  

Substantial power derived from whatever source is likely to grant the group access to organisational decision-making.  This may come in the form of consultation, (usually in the early stages of the process, although consultation may also be about implementation issues) or actual participation in decision-making.  Such participative approaches to decision making are common in public sector housing where tenants groups have a significant say in the management of their estates. 

Different views exist about the relationship between organisational management and other stakeholders.  The traditional model applied to the public sector is that managers seek to act as honest brokers, weighing up unbiasedly the conflicting interests of stakeholders and seeking an acceptable compromise between them.  This probably remains the most appropriate view although managers come under significant pressure to be beholden to one dominant stakeholder, which for many public sector managers is likely to be central government.  

However, rather than seeing managers as passive brokers in the face of stakeholder pressure, other models see them as seeking to influence and manipulate stakeholders.  This is the view of the power/interest matrix, which suggests that managers might seek to reposition problematic stakeholders (e.g. reduce the influence of groups opposing new road developments) or seek to maintain the position of powerful, supportive stakeholders.

1 mark per well explained point up to a maximum of 12.

 (b)

Time – how quickly change is needed.

Scope – what degree of change is needed.

Preservation – what organisational resources and characteristics need to be maintained.

Diversity – how homogeneous are the staff groups and divisions within an organisations.

Capability – what is the managerial and personal capability to implement change.

Capacity – what is the degree of change resource available.
Readiness – how ready for change is the workforce.

Power – what power does the change leader have to impose change.



1-2 marks for each identified context up to a maximum of 8.
Other valid alternatives will be accepted.

Total 20 Marks
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