  

  EXECUTIVE COMMITTEE - 4 FEBRUARY 2008  
PART   I -   DELEGATED  
12.  
SHARED SERVICES PROGRAMME – UPDATE AND PROPOSED WAY FORWARD  

(DCR  ) 
1.
Summary
1.1
This report updates members on the position in relation to the Shared Services Programme with Watford Borough Council.
2.
Details

2.1
The Council approved the strategic business case for the shared services programme for three authorities (Dacorum, Three Rivers and Watford) in February 2007 and agreed to consider in more detail how to establish shared services for Human Resources, Finance, Information Technology and Revenues and Benefits. The strategic objectives were to improve the resilience, performance and cost effectiveness of these services. The aim was to finalise the business case and the implementation plan for consideration by each Council by March 2008.

2.2
A joint team of seconded staff from across the three councils were appointed in June 2007 to progress the programme and a considerable amount of work was completed by the project teams in each service area, including :-

· a re-design of the key functions and service provisions in each area linked to customer needs and modern ways of working

· a re-design of staffing structures

· agreement about common policies required to implement shared services, and, 

· agreement about a set of targets to improve service performance.

2.3
A seminar for senior members and lead opposition members from each council was held on 10 September 2007 to get a steer on the approach to take to establishing a shared services operation.  Members were presented with the full range of options (including partnership with the private sector), and the key issues to ensure the sustainability of shared services in the long-term.   Members’ preference was, in the first instance, to set up a joint council-run internal shared services operation (i.e. through a joint committee). This was to be done as quickly as possible and in a shorter timescale than the 7 years proposed in the strategic business case.

2.4
At a meeting of the shared services members panel on 31 October 2007, it was agreed that the financial element of the business case would be presented to each Council’s management board for consideration on 11 December 2007, in advance of finalising the detailed business case.  The chief financial officer for each Council agreed that the approach to apportioning the programme costs and benefits adopted in the strategic business case would be applied to the final business case, and agreed that the baseline budget position be updated to reflect the current operating costs of the services in scope, as opposed to those of a year ago.   

2.5
This had the impact of reducing the overall annual savings of the programme from £3.2m a year, to £2.3m a year for the services in scope.  All three councils had made some reductions arising from housing stock transfer in Three Rivers and Watford, and from a separate £3m cost reduction programme which is being implemented by Dacorum. 

2.6
At its meeting on 7 January 2008 (Minute EX130/07 refers) the Committee noted that the detailed business case no longer provided a viable proposition for Dacorum BC and that they had notified the partnership that their involvement was no longer justified. It agreed to discontinue the partnership with Dacorum BC with immediate effect, to take forward the shared services project with Watford BC and to investigate the possibility of including a new partner in the programme. A further detailed report was to be submitted to the Committee once investigations had been completed.


2.7
The three councils had previously agreed in March 2007 to develop a joint procurement programme as a separate strand of work.  This has resulted in £500,000 of savings in 2007/08 mainly through the re-negotiation of utility contracts and there is no reason not to continue to jointly implement this programme.

2.8
The work completed to date is sufficiently advanced to enable the shared services operational model to be adapted for implementation with just two authorities - Three Rivers District Council and Watford Borough Council. The lead officers from Watford and Three Rivers have assessed the merits of the two authorities continuing to proceed against the main objectives for the programme. Officers are confident that the two councils can achieve a greater level of resilience in these service areas, as well as performance and efficiency gains through improved processes and shared systems.  How this is to be achieved is set out in more detail in Appendix 1.
2.9
The work completed will also form the basis of a shared services design guide for the East of England region, for which the partnership received funding in 2007/08.

2.10
Officers estimate that, by April 2011, a significant annual saving can be achieved, in the order of £1.6m for the services in scope.  The financial implications below spell out how it is proposed to share this benefit.
2.11
The two council’s chief financial officers see an opportunity to make progress quickly in the Finance service due to a combination of vacancies at Watford and staff transferring to Thrive Homes at Three Rivers. Members will be aware of the risk to financial stability if changes are not carefully managed and moving ahead now offers a way to minimise disruption.

2.12
This shared services programme is part of a Hertfordshire wide pilot to “Improve Two-Tier Working” (The Hertfordshire Pathfinder Project). Whilst the priority in the next phase will be to focus on establishing an operation with Watford Borough Council, officers are mindful of the need to respond to approaches and interest from other councils as part of our commitment to the pathfinder and to secure the longer term viability of a shared services operation. 
2.13
It is proposed that any shared services operation that is set up is located in existing council offices.  This is the most cost-effective option for setting up a council-run shared services operation.

3.
Options/Reasons for Recommendation
3.1
The recommendation is that the Council pursues the shared services programme. The alternative is to give notice that the Council will not pursue the programme. This would mean that the Council foregoes the opportunity of achieving savings and would lose resilience. 

3.2
The reduction in finance and personnel staff as a result of the stock transfer reduces resilience and is a threat to the continued improvement of the services in scope.  
4.
Policy/Budget Implications
4.1
The recommendations in this report are within the Council’s agreed policy but would require initial budgetary investment to achieve on-going savings, none of which are currently included in the three-year medium-term financial plan.
4.2
The recommendations contained in this report are not considered to constitute a key decision. The key decision will be taken by the Council if it approves the budgetary provision.  
5.  
Environmental, Community Safety, Customer Services Centre, and Website Implications
  5.1
None specific.

6.
Financial Implications
6.1
Attached at Appendix 2 is a paper showing an estimate of the overall costs and benefits of the two authority model and the proposal for sharing the benefits. This is still subject to further refinement but is a good guide to the financial implications that should be included in the three-year medium-term financial plan should members approve the recommendations.
6.2
Three Rivers is being asked to contribute £1.1m over the period 2008/09 to 2009/10 in order to reduce operating costs thereafter by £0.4m per annum. The pay back period is therefore just short of five years. It should be emphasised, however, that there are considerable non-financial benefits, i.e. resilience and improvements to services, to be achieved through shared services. These benefits are not always quantifiable in cash terms.
6.3
It is acknowledged by officers at Watford that Three Rivers’ staffing levels are ‘leaner’ and for this reason the majority of the savings fall to Watford. 
6.4
Revenue implementation costs will be incurred for programme management, staff re-location costs and potential redundancies, including early retirement. Capital implementation costs will be incurred on ICT changes. The budget reports elsewhere on this agenda suggest an ‘invest to save’ approach to the use of some of the housing capital receipt.
6.5
In summary the cash position is:-
	CASH IMPLICATION
	

2008/09
£000
	

2009/10
£000
	

2010/11
£000
	Future Years per annum
£000

	Watford & Three Rivers
	
	
	
	

	  Current Operating Costs
	7,978
	7,978
	7,978
	7,978

	  Shared Services Costs
	7,949
	7,030
	6,348
	6,348

	Financial Benefits
	29
	948
	1,630
	1,630

	   Implementation Costs
Expenditure
	-1,997
	-1,046
	-20
	0

	Net Cost (-) / Benefit
	-1,968
	-98
	1,610
	1,630

	Three Rivers
	
	
	
	

	  Current Operating Costs
	2,971
	2,971
	2,971
	2,971

	  Shared Services Costs
	3,195
	2,860
	2,574
	2,574

	Financial Benefits
	-224
	111
	397
	397

	   Implementation Costs
Expenditure
	-619
	-324
	-6
	0

	Net Cost (-) / Benefit
	-843
	-213
	391
	397


6.6
Members should consider whether the Council might achieve the objectives of the shared services programme by other means, for example, putting the services out to tender.
6.7
As part of the work towards a detailed business case for the three authorities, a ‘soft market test’ was carried out. A number of private sector companies expressed an interest in the shared services programme, and it was concluded that whilst private sector involvement could bring about shared services quicker, there were not significant savings to be made.  Typically, ‘out-sourcing’ services would save about 20%. The paper at Appendix 1 demonstrates that for the two authority model the overall saving is of this magnitude:-
	
	Watford
	Three Rivers
	Total

	Baseline Operating Costs
	£5.007m
	£2.971m
	£7.978m

	Annual Operational Savings
	£1.233m
	£0.397m
	£1.630m

	As Percentage of Baseline
	24.6%
	13.4%
	20.4%


6.8
Officers believe that alone, Three Rivers is not an attractive proposition for the private sector (there’s not enough profit to be made). It has also to be remembered that the current shared service proposal includes policy advice. This is not usually available from the private sector. Additionally, the cost of monitoring an external contract cannot be overlooked.
7.
Legal Implications
7.1
The joint protocol with Dacorum and Watford has been ended. A new protocol with Watford should be entered. This is attached at Appendix 3. It is still intended to operate the shared service using a joint committee made up of members of both Councils.  
8.
Equal Opportunities Implications

8.1
Relevance Test

	Has a relevance test been completed for Equality Impact?

There is currently insufficient data to undertake a full impact assessment. Data will be gathered and a full assessment undertaken within the next financial year.
	No


9.
Staffing Implications
9.1
The greatest benefit to Three Rivers from shared services is undoubtedly the resilience it would provide. At present there are officers who alone possess the skills needed by the Council. For example, detailed knowledge of the council’s insurance and VAT status are each vested in one officer. An untimely absence leaves the Council vulnerable. 

9.2
There are other examples where specialist skills are required but do not warrant a full time officer to carry them out. Watford and Three Rivers have successfully shared a Health and Safety Officer for over two years. 

9.3
The approach to communicating with staff, via team meetings, the shared services website, shared services briefings, internal newsletters and union briefings will continue.
  
10.
Risk Management Implications
10.1
The Council has agreed its risk management strategy which can be found on the website at http://www.threerivers.gov.uk.  The risk management implications of this report are detailed below. 

10.2
The subject of this report is covered by the Corporate Development ASK   \* MERGEFORMAT  service plan. Any risks resulting from this report will be included in the risk register and, if necessary, managed within this plan.

10.3

The following table gives the risks if the recommendation(s) are agreed, together with a scored assessment of their impact and likelihood: 

	Description of Risk
	Impact
	Likelihood

	1
	That the estimated savings are not achieved
	III
	E

	2
	That performance fails to improve or declines
	III
	E


10.4

The following table gives the risks that would exist if the recommendation is rejected, together with a scored assessment of their impact and likelihood:

	Description of Risk
	Impact
	Likelihood

	3
	That the Council’s lack of resilience exposes it to service failure. 
	III
	C

	4
	The Council fails to balance its budget and costs increase to achieve resilience. 
	III
	C


10.5
Of the risks detailed above, workforce planning, performance targets and budgets are managed within the Accountancy, Personnel, ICT and Exchequer Services service plans. The plans currently assume that the existing arrangements will continue. 
10.6
The above risks are plotted on the matrix below depending on the scored assessments of impact and likelihood, detailed definitions of which are included in the risk management strategy. The Council has determined its aversion to risk and is prepared to tolerate risks where the combination of impact and likelihood are plotted in the shaded area of the matrix. The remaining risks require a treatment plan. 

	Likelihood
	A
	
	
	
	
	
	Impact
	Likelihood

	
	B
	
	
	
	
	
	V = Catastrophic
	A = >98%

	
	C
	
	
	3,4
	
	
	IV = Critical
	B = 75% - 98%

	
	D
	
	
	
	
	
	III = Significant
	C = 50% - 75%

	
	E
	
	
	1,2
	
	
	II = Marginal
	D = 25% - 50%

	
	F
	
	
	
	
	
	I = Negligible
	E = 2% - 25%

	
	
	I
	II
	III
	IV
	V
	
	F =  <2%

	
	Impact


	
	


10.7
In the officers’ opinion none of the new risks above, were they to come about, would seriously prejudice the achievement of the Strategic Plan and are therefore operational risks.  The effectiveness of treatment plans are reviewed by the Audit Committee annually.

11.  
Recommendation
11.1
That, subject to approval of the required budget, the Council proceeds to implement the shared services programme with Watford BC.

11.2
  That the shared services member panel continues to oversee the implementation of the programme until a joint committee is established.

11.3
That the Committee agree the joint protocol with Watford BC attached at Appendix 2. 


Report prepared by:
David Gardner – Director of Corporate Resources  

Background Papers


Shared Services – Report to Executive Committee – 7 January 2008

  

The recommendations contained in this report DO NOT constitute a KEY DECISION.

APPENDICES / ATTACHMENTS
1 Business Case for Proceeding with Watford Borough Council

2 Costs and Benefits

3 Amended Joint Protocol  
APPENDIX 1 

Shared Services Programme:  
The Business Case Summary for proceeding with Watford Borough Council
This summary explores whether there is a business case for shared services for Three Rivers and Watford councils as a two-council partnership.  It provides an overview of the proposal for shared services and summarises the business benefits and implementation costs of this change and incorporates lessons learnt from the soft market test carried out in August 2007.   The paper concludes that there is a sufficient business case for Watford and Three Rivers councils to proceed with an internal shared services model.  

1.  The proposal

This section describes how an internal shared service would operate for the two councils. 

Structure & Governance

HR, Finance, ICT and Revenue & Benefits services from Three Rivers and Watford councils to be merged to form a joint team that will be governed through a Joint Committee arrangement.  The full scope of these services (strategic and transactional) will be delivered via Service Level Agreements.
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Each council will retain its Section 151 officer and there would be 1 FTE required at each council to perform a client role and other residual functions such as risk management for the council that is not provided by the shared service.  It may be possible to absorb this role within existing staff depending on capacity at the councils.

Employment arrangements

The Joint Committee would take responsibility for the management of shared services staff, whilst not being able to directly employ staff.  

Staff would remain employed by their existing council and be managed by the Joint Committee under the terms and conditions and employment policies which the Joint Committee has agreed, regardless of which council is the employer.  This means that there is no TUPE transfer as there is no change of employer.  One set of harmonised terms and conditions will create a level playing field for all staff.

Employment costs would be cross charged to the Shared Service from each employing council and then the total costs of the shared service will be apportioned out to each council.  Once established, the Joint Committee will decide who the employing council should be for any vacant or new posts that arise.

It is proposed that common Terms and Conditions and employment policies are adopted for all staff working within shared services.  This will also involve a common approach to job evaluation, pay, grading as part of the shared services implementation.  There will be a competitive recruitment process for all senior positions in the new shared services structure.

Location

Each service team will be co-located at one of the council offices e.g. two services at Watford, two at Three Rivers, etc.  There will be flexibility where appropriate for staff to work from home and travel to meetings with clients/customers as required.

This is the most cost effective option in the short term (till at least March 2010) and the one most easy to implement.  However, in the longer-term solution , the shared service  a separate location is likely to be required , to enable the shared service to expand and to enable other planned initiatives, the Civic core project in Watford’s case to be progressed.  The final decision on where each service will be based will be determined by the shared services members panel.  

Technology

The councils’ technology infrastructure will be consolidated onto a common platform enabling seamless transfer of data and communication between the shared service and its customers at the two councils. This will involve harmonising the networks, telephony and introducing a “thin client” environment that allows staff to access their desktop regardless of where they are based.

All four services will use a common service system.  It is likely that one of the existing service systems is sufficiently best of breed to deliver business improvements.  The favoured systems currently are:

· ICT Helpdesk software – Touchpaper (currently used by Watford)

· HR & Payroll integrated – CHRIS 21 (An older version is currently used by Watford)

· Finance – Potential to use Powersolve (currently used by Three Rivers)

· Revenues & Benefits – Academy (used at Three Rivers).  

It is assumed that other systems such as Cash Receipting, Anti-fraud systems would not be harmonised in the short term and relevant interfaces built as required.  Further work is required to determine with each council whether a common asset management system may be of benefit in line with corporate asset management strategies

Improved and efficient ways of working

Shared Services will introduce improved and standardised ways of working across the two councils, and a common philosophy which will enable managers and staff to access the routine support service functions on a self-service basis, enable support service professionals to provide a more strategic and advisory services  This kind of approach is widespread and established within industry and the business world, and the government expects this kind of approach to be pursued in support services in the public sector as part of its service transformation agenda. The key changes in approach are described below:-
	HR

· Increased use of self-service technology to view, update and monitor staff information and for simple and regular transactions thereby saving time for both staff, manager and HR professionals and increasing the accuracy of the data e.g. booking training on line, email reminders, all documents available electronically
· First line support for general HR queries improving service responses and freeing up time from HR specialists
· Simpler automated transactional processes e.g. mileage, timesheets, absence monitoring
· Over time, a phased approach to harmonisation of other procedures and HR policies via consultation routes
· Move to paperless office eventually saving on space
	Finance
· Common Chart of Accounts
· Three year rolling plan for services

· Budget Holders have improved electronic access to financial data and better quality of reports thereby reducing day to day support from finance specialists

· Harmonisation of policies and practices to best practice standards

· More targeted use of specialist skills



	IT

· Use of industry specified standards and processes (ITIL) 
· Use of common IT support software e.g anti-virus, network monitoring

· Introduction of single sign on for all systems

· Staff enabled to report and track incidents via the web

· Harmonisation of ICT policies across the councils in a phased approach and with appropriate approvals e.g. Information Security, Disaster Recovery

· Provision of a centralised multi-skilled application and business analyst support team to support business systems and business change 
	Revenues & Benefits

· Taking benefit services to the customer through the use of mobile technology which will allow benefits assessors to capture benefits claims information in the correct format, verify it and process claims quicker

· Enable as much high volume, low complexity queries as possible to be resolved at first point of contact i.e. the Customer Service Centres of each council.  The aim is for 80% of revenues queries and 60% of the benefits queries to be handled by CSC staff and the remainder to be passed directly to the shared service back office.  It is envisaged that there will be a benefits specialist presence from the shared service located at each CSC to allow any face-to-face queries also to be resolved at first point of contact.

· Promote the use of electronic access and reduce face-to-face queries esp. for revenues.

· Potential to reduce office space with increased levels of mobile and home working and reduction of paper through Document image processing.


2.   Business Benefits

Shared services will contribute to the strategic objectives of the programme agreed by the councils.

Improved Performance

· Shared Services will improve performance indicators to top quartile or best in class across all services, as shown in the table below, where the targets have been set by the respective service teams.  

· Shared Services will also aim to extend Charter Mark to Shared Services 

· All services will work with each authority towards service specific or relevant corporate external quality standards

· ISO Performance Mgt and Security Standard in ICT

· Flagship status in Revenues & Benefits

· Retention of each authority’s IiP accreditation

· Level 3 in Use of Resources Assessment

· Shared Services will improve the customer experience through

· Provision of multiple access channels including introduction of electronic self-service in the support services, doorstep service delivery for benefits, and enable customers to go into any of the three CSC plus outposts for Rev/Bens queries

· Increased resolution of queries at first point of contact through 1st line support teams in CSC for Rev/Bens, HR and ICT

· More responsive service due to larger size of team and pooling of resources 

	Metric
	Current Performance Best
	External benchmark
	Shared Services Target 

	
	TRDC
	WBC
	
	

	ICT
	
	
	
	

	User Satisfaction in anonymous survey (7 point scale)
	5.64
	N/A
	5.30
	5.75

	Operational incidents resolved within working hours (%) Resolved within 0-4 hours
	87
	N/A
	82%
	90%

	Incidents resolved at first point of contact (%)
	13
	N/A
	57%
	60%

	Cost per PC
	684
	665
	533
	500

	Average time from PC order to desktop installation (days)
	10
	10
	 Not known
	10

	Cost per voice connection
	94
	196
	125
	90

	Cost per connection to the data network
	188
	172
	106
	100

	Support cost per workstation
	239 
	192
	215
	190

	IT Staff to PC ratio
	N/A
	22
	45
	45

	HR
	
	
	
	

	HR FTE(excl payroll) per Headcount (excl. casuals )
	1:78
	1:58
	!:75
	1:88

	Cost per payslip, £ (overheads excluded in WBC and DBC)
	8.08
	5.91
	Not known
	3.25

	Days lost through sickness (0607)
	7.3
	10.73
	Not known
	To be agreed with councils

	HR Cost per headcount incl payroll, £
	931
	1476
	N/A
	778

	Finance
	
	
	
	

	BV76a Number of visits
	216.80
	217.87
	330.00
	321.00

	BV76b Number of investigators
	0.39
	0.48
	0.50
	0.41

	BV76c Number of investigations
	56.90
	84.66
	65.00
	60.39

	BV76d Number of sanctions
	7.01
	5.32
	8.00
	7

	BVPI 8 - Invoice paid on time
	97.99%
	91.12%
	
	98%

	Revenues & Benefits
	
	
	
	

	BV78a Speed of processing - new claims
	22.2
	30.0
	23.95
	20 days

	BV78b Speed of processing - change of circs
	7.0
	8.4
	7.04
	5 days

	BV79a Accuracy of benefit calculation
	95.95
	98.40
	99.00
	99.5% accuracy

	BV79bi Recoverable overpayments recovered
	68.68
	59.06
	82.00
	82% recovered

	BV79bii Overpayments recovered
	32.21
	31.29
	39.00
	39% recovered

	BV79biii Overpayments written off
	5.36
	6.92
	3.00
	3% written off

	BV9 Council Tax collected
	98.49%
	96.70%
	98.60%
	98.7% collected


Increased Resilience

Across all the service teams in shared services, the larger overall size of each team will increase the resilience of the service.  This will be further enhanced through the proposal to multi skill many 1st line support staff in all the shared services so that customer service is not compromised through any one person being out of the office.  The multi-skilling approach will also provide flexibility to reallocate workload and provide cover during holiday periods and sickness absence.

Being part of a larger team will also increase the pool of knowledge and expertise that councils can access as well as providing more opportunities to train and develop staff, which will improve retention.  Flexible and remote/mobile work practices are likely to be easier to introduce with a larger sized team.

Financial Savings

Sharing services will generate approximately £1.8m per annum once the new arrangements are fully operational, an overall improvement on the baseline costs used in the business case by 23%.  

This is mainly through the

· reduction of staff through management consolidation, sharing of specialists and economies of scale

· reduction in expenditure on purchased goods and services e.g. corporate training, corporate ICT infrastructure through joint procurement

· reduction in service systems licence costs through harmonising systems

· transfer of some services which are currently contracted out to the shared service without increasing headcount

The following savings have not been quantified for the business case:

· Accommodation costs: Although there will be less space required by the shared services team, the business case has not shown savings in accommodation costs as it is assumed that in the short term councils are not able to release that space to generate additional revenue savings.  

Future opportunities

In addition, there are further benefits listed below that could be achieved and will be pursued.  

· Cost reduction once transactional services have been consolidated through further expansion by processing more work from other organisations (and benefiting from economies of scale), extending the partnership or through outsourcing transactional elements if it is cheaper and can deliver the required quality levels.  

· Further cost savings in ICT from reduced business application support if the major front line service systems were harmonised (i.e. CRM, Planning, Environmental Services, GIS)

· Further ICT savings through exploring server virtualisation and hosted systems (subject to business case on a system by system basis)

· Relocating shared services to a separate central site which requires less space through smarter working and freeing up existing councils office space to generate better value through commercial means

· Increased resilience through growth and expansion of services to other organisations

· Increased partnership working with other organisations e.g. DWP, Pensions Service

· Increase income stream e.g. by using in-house bailiffs

· Improve staff morale, performance and retention through bedding in new ways of working, “growing” own staff, running apprenticeship schemes in Rev & Bens

3.   Implementation Plan & Costs

The indicative implementation timetable below proposes a transition to shared services for ICT, HR, Finance and Revenues & Benefits over 18 months from the approval of the business case, with the full benefits indicated in the financial business case delivered by April 2010.  
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The detailed implementation activities would start at the same time for each service, but the operational start of each service would be staggered to take in to account the differences in complexity of each service as shown below.  

· ICT – Dec 08

· HR – Feb 09

· Finance – Apr 09

· Rev/Bens – Aug 09 (with two councils there is a potential to bring this forward to April 09)

It is anticipated that the full financial benefits of shared services would be delivered by end of FY0910.  However improvements in performance and benefits of resilience could be achieved earlier, as soon as a common management structure is put in place i.e. a joint head of service for each service area

The shared services implementation is expected to cost approximately £3.1m including costs of external resource to implement the programme, staff support and training, relocation, redundancy, pension strain.

4.   Financial Business Case

On the basis of the benefits and costs of the programme, it is estimated that, without adjusting for inflation, there are annual operational savings of £1.8m across both councils, all of which will be delivered from April 2010 (year 4).  The programme provides a total net saving of £5.2m over the 7 year timescale taking into account all implementation costs, or £5.8m net revenue saving.  There will be a positive cash flow from FY1011.

Further work is required to agree how these benefits will be shared between the two councils.  

Key differences to the Strategic Business Case

The outcomes in the Detailed Business Case have changed from the Strategic Business Case for the two councils for a number of reasons:

· The implementation has been shortened so that the full expected benefits would be in place by March 2010 rather than March 2014.  Implementation will proceed faster with two councils.

· The annual financial benefits have reduced from £3.2m per annum across the three councils to £1.8m across 2 councils.  The main reason for this is due to the baseline cost and headcount position for the two councils being less than in the Strategic Business Case:  at Three Rivers this reflects reduced workload and staffing costs due to housing stock transfer and the 2008/09 budget process at Watford.

· The proposal to harmonise all out of scope ICT systems has been removed from the scope of the programme in the short term.  This is due to a recognition that there needs to be a service by service business case to justify the investment and effort required not just to change systems but redesign associated processes.

· The implementation costs have increased substantially due to

· Increased programme costs which takes into account use of external support to address the capacity constraints of each council to deliver the programme and to achieve faster implementation

· More detailed work on technical and people related implementation costs 

· Inclusion of additional costs related to transition of staff to shared services such as training, support, relocation, etc. 

· The benefit to each council has also changed due to

· The apportioning metrics being used changing for Finance and ICT to reflect workload more accurately

· NNDR is also out of scope of the Detailed Business Case whereas it was included in the Revenues & Benefits figures in the Strategic Business Case.  This assumes a county-wide solution will be adopted for NNDR.

· In addition, the following key findings from the soft market test have been incorporated into the detailed business case.

· That implementation could be quicker with additional resource and external support.  This is reflected in the shortened timescales and increased implementation costs, which have been confirmed with two independent consultancies.

· The private sector indicated they would be able to deliver annual savings in the region of 20-30% for transactional services.  

5.   Conclusions 

Sharing Services in HR, Finance, ICT and Revenues and Benefits will provide an overall reduction in financial saving of approximately £1.8m per annum, improvements in performance and increased resilience and an overall net benefit of £5.2m (or £5.8m excluding capital) over the timescale set out in the business case.  It is recommended that further work be carried out to agree how this benefit is shared and that this work is delegated to the Shared Services member panel, until a joint committee can be established.

APPENDIX 3
This Protocol is made the                 day of                   2007 BETWEEN

Watford Borough Council of Town Hall Watford Hertfordshire WD17 3EX (Watford), and Three Rivers District Council of Three Rivers House North Way Rickmansworth Hertfordshire WD3 1RL (Three Rivers) known collectively as ‘the Councils’.

Whereas the Councils have agreed to work together in partnership to establish and implement, in principle, a joining together of a number of their support functions with a view to increasing the effectiveness and efficiency of those functions for the good of the Councils (the Shared Services Programme).

This Protocol sets out the arrangements that have been agreed by the Councils.

1. This Protocol will initially remain in force and bind the Councils to work together for a period of three months from the date hereof or until the Councils have formally considered the final business case for the Shared Services Programme whichever is the later

.  

2. This protocol will terminate on expiry of the  period referred to in 1 above. It may be renewed for such further period as may be agreed between the Councils, or it is replaced by any other arrangement the Councils deem appropriate, or terminated.

Programme Board

3. The Shared Services Programme will be managed on behalf of the Councils by a Programme Board comprising the following post-holders; The Corporate Director Better Council from Watford, and the Director of Corporate Resources from Three Rivers District Council (hereinafter known as the Programme Sponsor)
4.
The Programme Board will meet fortnightly throughout the period of this Protocol. If any of the post-holders are either unable to attend a Programme Board meeting or are on leave or otherwise absent they may appoint a deputy to substitute for them. Notification of the named deputy will be given to the Programme Manager in writing who will circulate to the other Programme Board members.
5.
Only the Programme Board will be entitled to authorise any expenditure (within the budget allocated), unless it is for small sundry items and expenses (up to and not exceeding the sum of £3,000) which can be approved by the Programme Sponsor.  No Programme Board meeting that does not have a representative from each of the Councils will be entitled to approve or authorise any expenditure at the meeting. In the event that no representative from a Council attends the Board Meeting then any provisional approval or authorisation of expenditure taken by the Board at that meeting may be given by the absent Councils Board representative or nominated deputy in writing after the meeting addressed to the Programme Manager. If such approval is not given in writing within 7 working days of the publication of the Board minutes then approval will be deemed not to have been given and the decisions will fall.  

6.
Authorisation may also be obtained outside of Board meetings via e-mail or other written communication with each Board member and given by each Board Member in writing addressed to the Programme Manager.

7.
The Programme Board will also be responsible for managing the following posts which were set up for the purposes of the Shared Services Programme:

· Programme Manager

· Service Leads x 4

· BPR/Design Support Officer

· Technology Convergence Support Officer

· Communications Support Officer

· HR/Change Management Officer

· Project Management Support Officer

8.   The Programme Board will be responsible for;-

i) preparing a final business case for the establishment and implementation of the Shared Services Programme to be completed  in relation to the following support services;


Finance

      


Human Resources

     


ICT

      


Revenues and Benefits

9. The Programme Board will report to a Member Panel made up of one member nominated by each of the Councils. The frequency of reporting to the Member Panel will be decided by that Panel at their first meeting which will be held no later than 28 days from the date hereof.

10. No decisions can be made other than by agreement of all the members of the Programme Board - this can be given via e-mail by each Board member or their nominated deputy between Board meetings or at Board Meetings. In the event that no representative from a council attends the Board Meeting then approval of any provisional decision taken by the Board at that meeting may be given by the absent council’s Board representative or nominated deputy in writing after the meeting. If such approval is not given in writing within 7 working days of the publication of the Board minutes then approval will be deemed not to have been given and the decisions will fall.  

11. All Programme Board decisions will be made on a unanimous basis.  In the event that unanimity cannot be reached, the matter will be treated as a dispute as described in clause 23 below.

12. Any of the Councils can put any item on the agenda of the Programme Board, all agenda and minutes of the Programme Board will be circulated to each of the Councils.  

Finance, Personnel and Administration
13. Each of the Councils had committed the sum of £100,000 revenue to be used for 

 The Shared Services Programme during the financial year 2007/2008. Of this commitment, £47,000 has already been spent as part of the development of the business case for Three Rivers, Watford and Dacorum Borough Councils.  

This leaves a remaining sum of £106,000 between Three Rivers and Watford Councils for the completion of the Detailed Business Case.  If unforeseen circumstances mean that there is an overspend for reasons outside the control of the Board or the Councils any overspend will be borne equally between the Councils.  The Councils agree to share all costs equally.  The process to be followed in managing the agreed funding is set out in Attachment 1.  

14. For the avoidance of doubt each Council will be liable to make an equal contribution toward payments made on approved expenditure which has been committed, even if the Shared Services Programme is terminated. 

15.
Any capital funding required to support the Shared Services Programme will require the approval of all Council’s Cabinets before any expenditure can be made. 

     16. The Programme Manager will give an update of programme expenditure at   each Programme Board meeting.
17. The Post of Programme Manager, Service Leads, BPR/Design Support Officer, Technology Convergence Support Officer, Communications Support Officer, HR/Change Management Officer and Project Management Support Officer will be graded using the Three Rivers District Council job evaluation mechanism and salary levels agreed with the Programme Board.   Officers appointed to these posts will continue to be employed by their current Council and subject to their existing terms and conditions. Where the appointed officer's current salary is less than the salary of the Shared Services post, the officer will receive a pro-rata salary increment.  The management of the salary costs of Shared Services Programme post holders is described in the Budget Management process in Attachment 1.  If any of the Shared Services Programme posts cannot be filled through internal secondments, the Programme Board will select and appoint external consultants, following a competitive process that will involve considering no less than 3 candidates.  External candidates will be appointed by Watford Borough Council, in accordance with its contract procedure rules, and report to the Programme Manager.
18. The Programme Manager will have day to day line management responsibility for the posts identified in clause 6 above. The Programme Sponsor will be responsible for day to day line management of the Programme Manager.
19. Should any of the post-holders have cause to make a claim to an Employment Tribunal or other Court over their employment in any post created as part of the Shared Service Programme, the costs of defending any claim will be borne equally between the Councils.  Should an award be made in favour of the post holder in respect of any claim for discrimination or unfair dismissal the amount of such award will be borne equally between the Councils.  Any claim in relation to redundancy will be met by the Council where the post-holder was immediately employed prior to taking up the post created by the Shared Service Programme.

20. Watford Borough Council -will provide sufficient office space, desks, chairs and all other necessary office equipment to accommodate all post-holders.  Whilst undertaking their duties in the posts the post-holders will base themselves at Watford’s offices.  Such post-holders as are not employees of Watford Borough Council will use Watford’s office space as licensees only on a non-exclusive basis. The Councils agree that the costs related to the provision of office space, desks, chairs and other necessary office equipment will not be subject to reimbursement by all Councils equally as set out in attachment 1  but will be borne solely by Watford.

21. The Councils acknowledge that it will be necessary in addition to the creation of the posts referred to above to appoint specialist financial and legal advice to move forward and achieve the implementation of the Shared Service Programme, therefore, in addition to paying for the posts the sums committed by each Council in clause 12 above will also be used to procure specialist financial and legal advice.

22. The Programme Manager will draw up the necessary specifications for obtaining specialist financial and legal advice for approval by the Programme Board and invite up to 5 suitably qualified and experienced firms to tender.  The Programme Board will undertake the selection and the selected firms will be appointed by Watford Borough Council (in accordance with its contract procedure rules) and the selected firms will all owe a duty of care to the Councils jointly.
Management of disputes

23. In the event of any dispute arising between the Councils over the operation of the Shared Service Programme or this protocol it will be referred in the first instance to the Programme Board.  In the event that the Programme Board are unable to resolve it, the Programme Board will be refer it directly to the two Chief Executives who will meet to hear the dispute within 30 days of the referral.  Their decision will be final.
Vacancy management

24. The Council agree that they will adhere to the vacancy management procedure for the length of the shared services programme as described in Attachment 2.
Standardisation

25. As convergence of systems and procedures is crucial to the success of the Shared Services Programme, the Councils agree that during the period of this protocol any proposed new systems, policies and procedures will, as far as possible, be consistent across the two Councils.  Significant changes to existing systems, policies and procedures should also be standardised, as far as reasonably practicable.

Signed on behalf of

Watford Borough Council;

Corporate Director

Signed on behalf of Three Rivers District Council

Director  

Attachment 1

Budget Management 

The Programme Board will receive an update on the budget position as part of the progress report at each meeting.  

The costs of the programme includes costs of:

a) Council staff seconded to the programme.  This will include

a. Pro-rata salary increment to seconded staff (including NI and pension contributions) where the seconded role salary is greater than current salary 

b. Backfilling cost if the seconded staff’s role requires backfilling.  This may include 

i. Pro-rata acting up payments and/or

ii. Pro-rata salary of any additional resource required

b) External contractors, consultants or other specialist advice where there are knowledge and skill gaps in the programme team

c) Other miscellaneous expenses of training, materials, workshops, etc

d) Capital expenditure (subject to specific approval by the Councils Cabinets and additional to the sum of £100,000 committed by each council)

As budgets are restricted, the Programme Board will endeavour to achieve value for money by controlling the expenditure on the programme.  This will involve using the Councils’ own staff  and using joint working arrangements wherever possible before considering backfilling.  All backfill arrangements will be agreed by the Programme Board and external consultants will be recommended only to fill in gaps following internal appointments.  In addition, the Councils commit to providing reasonable ancillary support to the programme without charge.

The process for managing the budget will be as follows:

· Each Council will submit to the Programme Manager an estimate of costs for approval by the Programme Board before committing to any spend.  The only exception is that the Programme Sponsor may authorise sums up to £3,000 from the administrative budget (see below).

· Each Council will pay the costs relating to seconded staff currently employed by them (i.e. seconded salary increment, acting up, backfilling).

· Watford will pay the invoices of any specialist firm employed to provide specialist financial and legal advice. For all other external resources and other expenses including capital expenditure (where specific Cabinet approval has been obtained), the council letting the contract will normally pay the invoice.  Where practical or technical reasons make this inappropriate, the programme manager will, with agreement from the Programme Board, determine which Council should pay the costs.

· An administrative budget of £5,000 will be set aside from the overall remaining budget to cover small sundry items and such matters as training, venue costs etc.  The Programme Sponsor is authorised to approve expenditure from this budget where the estimate does not exceed £3,000.

· At the end of the period covered by this protocol, the Programme Manager will calculate the total spend on the Programme and the contribution of each council.  As the Councils have agreed to share costs equally, net payments will be arranged between Councils to ensure equal contribution by each council.

An accountant from Three Rivers will oversee the financial integrity of these transactions before any payments are made to or by any Council.  Internal Audit from  Watford may audit the financial arrangements at any time.  If the protocol is extended, a second calculation of contributions will be carried out as at 31st March 2008.

Any payments due to be reimbursed to a Council by another Council under this agreement will be paid within 30 days of a written demand being made. In the event that no payment is made in 30 days the Council will be entitled to take proceedings to recover the sum as a civil debt.

Attachment 2

Vacancy Management

1.0 Introduction

Prior to the potential establishment of Shared Services, it is important to address the issue of how to deal with staff vacancies which arise in areas within the scope of the Shared Services project during the intervening period.  There are 4 main reasons for this:-

1) It is anticipated that there will be fewer posts in the Shared Services structures.  Where the implementation of new structures is scheduled it is unwise to fill posts on a permanent basis.

2) To avoid incurring unnecessary redundancy costs. 

3) To manage vacancies in an organised way between the 2 Councils, to share expertise and provide acting up opportunities which may assist in employee’s careers.

4) It can be anticipated that as the implementation of Shared Services comes closer, some employees will start to feel insecure and may seek careers else where.  It is important that the resilience and quality of service provision is maintained until staff know whether they have permanent positions in the new structure or not.

2.0  Process up to Submission of Final Business case 
Step 1

When a vacancy arises in an area which falls within the scope of Shared Services, consideration is given by the Head of Service (or most senior manager in the service area concerned) on whether or not to fill the post.  He/she will discuss the matter with the Corporate Director responsible for that service who will determine if the vacancy could be covered by joint working between the Councils. Joint working would normally mean discussion between the  council partners in the service area concerned whether it is feasible to share the work between the 2 service areas. If this is not feasible the Head of Service/senior manager will put forward a business case for filling the role to his/her Director for consideration defining whether the recommendation is for a permanent or temporary replacement  and then on to the Programme Board. The Programme Board will advise whether they are supportive of this approach or propose alternatives that could be considered. The final decision on whether and how to fill a post will remain with the employing Council and not the Programme Board.

Step 2

If filling the vacancy is approved, consideration will be given as to whether the role can be filled within the Council in which it arises on the basis of acting up within the service area concerned or a secondment for a temporary or fixed term period on the salary, terms and conditions of the vacant post. If this is not possible the vacancy will be advertised as a secondment for ten working days across the council concerned (unless it has been approved for permanent filling.)  The only exception to this process would be where redundancies existed elsewhere in the Council concerned and the vacant post represented potentially suitable alternative employment in which case a potentially redundant employee would receive first consideration for the vacancy subject to meeting the essential requirements of the person specification. However the post would only normally be filled on a temporary basis until the implementation of the new Shared Service structure unless approved for permanent recruitment by the Corporate Director responsible for the service of the Council with the vacancy.

Step 3

If the vacancy cannot be filled within the Council in which it arises it will be advertised across the 2 Councils simultaneously for ten working days. Again vacancies will only normally be filled on the basis of a secondment on the salary, terms and conditions of the vacancy.  The seconded employee will have his/her substantive post held open for him/her to return to.  This substantive post can only be filled on a temporary basis.

Step 4

Only where a post cannot be filled from staff on the above basis will posts be advertised externally on a temporary or fixed term basis, or agencies used. No permanent appointments to these roles will be made unless approved by the Relevant Corporate Director responsible for the service of the Council with the vacancy.

Heads of Service posts

In the event that any Head of Service for Finance, Human Resources, ICT or Revenues and Benefits in any of the councils leaves during the currency of this Protocol the Councils agree that the post will not be recruited to and that the remaining relevant Head of Service post-holder will provide the appropriate support and advice to the council with the vacancy to cover for the vacancy.

Other Specialised posts

In the event that any specialised post in the affected services becomes vacant, the Councils agree, they will first consider sharing remaining similar post holders, particularly where there is an expected reduction of that type of post as a result of shared services.
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