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PART I – PART DELEGATED
6b.
SHARED SERVICES TASK AND FINISH GROUP
(DCRG)
1.
Summary

1.1
This report provides the findings from the Shared Services Task and Finish
Group (“the T&F group”).
2 Background and introduction
2.1 The Shared Services Task and Finish Group is a subgroup of the Resources Policy and Scrutiny Committee, which was first commissioned at the Committee’s meeting on 26 March 2008 (R.PS59/07).
2.2 At that meeting the Members of the group that would prepare the scoping document were agreed as follows: Councillors Paul Goggins, Richard Laval, Ralph Sangster and Ron Spellen.

2.3 As Councillor Spellen was later appointed as a Member of the Executive Committee, it was agreed by the Resources Policy and Scrutiny Committee on 12 June 2008 that Councillor Frances Durham would replace him to complete the group (R.PS04/08).
2.4 The timescale for this exercise was three months (to report back to the Resources Policy and Scrutiny Committee by 12 September 2008).
2.5 The scoping document for the Shared Services Task and Finish Group can be found at Appendix A.  This outlines the terms of reference for this group, in which the following aims and objectives were stated:

- To judge how effective Shared Services would be

- Ascertain what the financial implications are for the Council

- How much savings from the Shared Services would result for the Council.
3 Limitations of the Review
3.1 The T&F Group was unable to complete their work on time for a number of reasons.
3.2 Delays in implementation of the Shared Services project and the non availability of key information affected the T&F Group’s ability to fulfil the initial brief and complete the work in the time scales first envisaged.
3.3 Progress in completing the Detailed Business Case was instrumental in delaying the preparation of this report. Until the submission of the report to the Shared Services Joint Committee on the 17/12/08 vital information for comparison was not available.
3.4 As a consequence of the delays, it has not been possible to determine the expected outcomes in ‘Performance’ and ‘Resilience’ which were identified as key objectives for the Shared Services project.
3.5 Due to the lack of officer continuity and availability, certain aspects of the T&F Group’s intended investigations were scaled back. The Group was unable to consider possible alternative models for Shared Services introduced by other Councils and compare them with the proposals adopted by Watford and Three Rivers.

3.6 In the absence of appropriate scrutiny officer resource, the preparation of this report has fallen on the shoulders of its members. The T&F Group would, however, like to thank Sarah Haythorpe, Elwyn Wilson, Chris Fagan, and latterly Laura Hills for their help and assistance.
4 Methodology
4.1 To achieve the aims and objectives of the scoping document, the group requested three key documents to support their review.  These were the:

1)
Strategic Business plan for Shared Services

2)
Detailed Business Case

3)
Gateway review
4.2 In addition to the document review, interviews with key stakeholders were arranged with the following Councillors and Officers:

- Councillor Matthew Bedford, Portfolio Holder: Resources

- Councillor Richard Struck, former Cabinet Member for Resources 

- Alastair Robertson, Managing Director, Watford Borough Council 

- Tricia Taylor, Executive Director, and Laxmi Curwen, Shared Services Programme Manager, Watford Borough Council. 

- Steven Halls, Chief Executive, Three Rivers District Council

4.3 These people were chosen for their background insight and knowledge of the Shared Services programme.
4.4 It was also hoped that the appointed Shared Heads of Service could be interviewed.  However, these appointments were delayed and were not confirmed until December 2008 (JSS19/08).
5 The decision-making process and time line
5.1 In Spring 2006, the government launched its Transformational Shared Services agenda. 
5.2 In May 2006, the three management boards of Watford, Dacorum and Three Rivers met to consider the government’s shared services agenda and also to discuss the potential for extending joint working generally.  The management boards agreed to further test the idea of sharing finance, procurement, human resources, IT and “ back office” revenues and benefits functions
5.3 In September 2006 a seminar on shared services was organized, (led by the 4ps and Councillor Paul Bettison, Leader of Bracknell Forest Council and a national figurehead for this agenda) for the leading politicians (Leader and Deputy Leader) of each Council. The outcome of this was to give support to officers to produce a strategic business case.
5.4 An Officer Shared Services Board was established with representation from each Council – David Gardner and Tony Beirne represented Three Rivers, Tricia Taylor represented Watford and the Director of Finance at Dacorum.
5.5 In January 2007, the Hertfordshire Leaders Group decided to include this program as a building block for improved support services in the Hertfordshire pathfinder bid for “Improved two-tier working”.  
5.6 In March 2007 the Strategic Business Case was agreed at Resources and Executive, “The bulk of the savings would arise from reduced staff costs, with only 4% being attributed to savings arising from performance efficiencies, the latter being an area which will be explored further in the next phase.”
5.7 It was agreed that officers, through the Shared Services Programme Board, proceed to prepare a finalised business case and produce an implementation plan by November 2007. 
5.8 It was agreed that there was to be a soft market test of the principle and agreement was reached on the contribution of £100K towards the project costs.
5.9 In April 2007 the Full Council agreed the Executive recommendation.
5.10 In June 2007 the Shared Services Programme Board was set up.
5.11 In August 2007 a Shared Services Member Panel was established made up of an executive member from each council, to enable members to be informed about the progress of the programme and the nature of issues that the programme board is tackling as the business case is finalised.  
5.12 In September 2007 a seminar of senior members was held to get an indication on the political direction. Members were presented with the full range of options (including partnership with the private sector), and the key issues of ensuring the sustainability of shared services in the long-term.   Members’ preference was, in the first instance, to set up a joint committee to run internal shared services operation. 
5.13 In October 2007 the Shared Services Member Panel agreed that the financial element of the business case would be presented to each Council’s Management Board in December 2007 for consideration, in advance of finalising the detailed business case.  
5.14 In December 2007 Dacorum withdrew from the project.
5.15 In January 2008 the Executive 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.
5.16 In February 2008 the Executive agreed the revised case for two partners rather than three. The report relating to this item on the agenda was admitted under Council Procedure Rule 31 (item 12).  The Chairman ruled that although the report had not been available for five clear days before the meeting, it was of sufficient urgency to be considered by the Committee ‘to enable the financial implications to be included in the budget for next year’ (EX141/07).

5.17 The report indicated the following dates for shared services implementation:
· ICT – Dec 08

· HR – Feb 09

· Finance – Apr 09

· Rev/Bens – Aug 09 
5.18 In February 2008 Council agreed the budget and by implication therefore agreed the shared services project.
5.19 In April 2008 the 4Ps Gateway review was submitted.
5.20 In June 2008 Councillor Bedford was appointed to the Shared Services Member Panel.  The Executive and then Council agreed to the setting up of the Joint Shared Services Committee.
5.21 In October 2008 the first Joint Shared Services Committee meeting was held. It became clear that the timescales had significantly slipped.
6 Implementation of the Shared Services Programme.
6.1 After the decision to proceed was taken at Full Council by Three Rivers in February 2008 and a similar resolution approved by Watford Borough Council a Joint Shared Services Committee was formed to oversee the governance of the project.
6.2 During the Summer of 2008 significant progress was made in preparing the implementation programme, commissioning the procurement programmes for technical and software systems, resolving geographical location issues and determining the process by which the appointing of departmental Heads of Service would be carried out.
6.3 In one area in particular, however, progress was particularly slow and jeopardised the implementation of the project. Human resources were proving to be extremely problematic. The impact of failing to recognise the disparity in pay and conditions between the two Councils was fundamental in this regard. 
6.4 The T&F Group was concerned that this problem had not been appreciated earlier. Each Council was pursuing different Job Evaluation systems; the National Job Evaluation Scheme at Watford and the Greater London Employer’s Authority (GLEA) Scheme at Three Rivers DC.  It should have been acknowledged, from the outset, that staff holding comparable posts could not be enjoying the same pay and conditions and that this would result in long and complicated negotiations.
6.5 Negotiations were protracted, with Watford staff highly unionised and Three Rivers scarcely so; employee relations matters were being referred to Unison at regional and national level, which extended the processes.  Grading, pay scales, terms of employment, assessment and many other associated issues were all taking a substantial period of time to resolve. 
6.6 The different cultural and procedural differences between the two Councils had also been underestimated and the impact on progress led to further problems.
6.7 Apart from the programme implications of this delay the uncertainty of pay scales and job availability was adversely influencing staff moral and enthusiasm. There was a substantial risk of alienation and malaise infecting the hitherto positive approach taken by existing staff members to Shared Services.
6.8 It also became apparent that a previously unreported consequence of the harmonisation of staff conditions within the Shared Services departments could impact on the general level of staff pay in Three Rivers. These are still to be resolved and the possible impact assessed.
6.9 To enable progress to continue and maintain the implementation dates of services compromises were adopted on staff appointments and progress was facilitated by arrangements that were less than satisfactory from a staff perspective.
6.10 It remains to be seen how effective these measures will be and whether progress can be maintained.
7 Findings and observations
7.1 When interviewing many of the staff and Members, the T&F Group noted the contrast between the clear understanding of the origin and objectives of the Shared Services initiative shown by the officers responsible for its management and that of the portfolio holders.
7.2 The preparation and presentation of the original Strategic Business Case in February 2007 was thorough and well researched. It identified clear objectives of lower costs, increased resilience and improved performance. The choice of HR, ICT, Finance and Revenues and Benefits as core participating services showed sound reasoning and judgment. Their position as non front line services gave them a low public profile and gave the Councils the opportunity to proceed without potential disruption to publicly sensitive services.
7.3 The T&F Group considers the Shared Services approach taken by Three Rivers and Watford to be a worthwhile progression in the search of further efficiency gains in the cost base of both authorities.  When this first phase has been completed successfully the T&F Group believe that it will be a natural progression to consider other departments for similar consideration.
7.4 It is appreciated that those services so far being transferred are ‘back-room’ operations, however it will be essential that appropriate mechanisms be implemented, to ensure councillor representation is not diminished. A successful outcome is very much dependent on good working relationships between councils as well as councillors. 
7.5 The natural process of this Shared Services project could eventually lead to most of the services provided by the authority embedded in a single joint service provider or multiple providers. The outcome being that the authority will become an administrative hub, commissioning services from other service providers e.g. through further shared services arrangements for the benefit of its Council Tax payers.  Should the development of such a model proceed the T&F Group has reservations in respect of the governance and representation of council tax payers by their elected members.
7.6 The exercise of political oversight by elected members will need to be addressed as more complex arrangements are put in place.  The T&F Group is concerned that in any new arrangements that may develop the role of the Councillor as a representative of the community as a whole, and their constituents individually, is not affected.  
7.7 The original participation in the initiative of Watford, Three Rivers and Dacorum Councils was strategically, geographically and financially sound. The withdrawal of Dacorum in December 2007 was therefore a significant set-back. Its decision would appear to be related to its own changing position, priorities and objectives rather than a rejection of the objectives embodied in the project. Its action however had a significant impact on the programme. It called into question its viability and progress stalled while consideration was given as to how or whether to proceed. This delay had, in the opinion of the T&F Group, a significant impact on the proper consideration of the proposals brought forward in the Spring of 2008.
7.8 From the Autumn of 2007, both Watford and Three Rivers were in the midst of other major projects. Both were divesting themselves of their Housing Stock and Leisure venue management. These were significant undertakings commanding considerable officer and member time and focus. 
7.9 It was with this backdrop that senior officers from both Councils prepared a revised Business Plan for Shared Services. The new plan drew substantially from the original with reworked financial information showing a significant reduction in overall savings reflecting Dacorum’s withdrawal but retaining savings for the remaining participants.
7.10 The Council should be aware that its capacity at senior financial management level is finite and the work load involved in running two or more major projects at any one time (Stock transfer, Leisure facilities transfer and Shared Services) and in the opinion of the T&F Group, stretched resources too far.
7.11 A Two Authority Model was submitted to the Executive Committee on the 04/02/08. Efficiency gains were now projected at £1.63 million against an initial investment of £3.073 million with Three Rivers receiving £397,000 or 24% of the total. 
7.12 The other significant comparative change was the ratio of investment to annual return. In the initial Strategic assessment this ratio was 1.19. In the Two Authority Model this had increased to 1.89.
7.13 The T&F Group observed that prior to the decision being taken to proceed there had been no submission of any reports or recommendations regarding the viability, cultural or governance implications of this initiative to any of the Policy and Scrutiny Committees of the Council for review.
7.14 The T&F Group was therefore very surprised that the Executive Committee was prepared to recommend to Full Council approval to proceed without further consideration.  
7.15 It is clear that at the point when final agreement to proceed was taken officer, portfolio holders and member’s time, in both Councils, had been concentrated on other politically sensitive projects. As a result, the T&F Group considers that insufficient attention, consideration and critical review had been given to the Shared Services proposals particularly given the substantive changes that had occurred to the financial returns and the future prospects of the project.
7.16 The T&F Group considers that at the Executive Committee meeting in February 2008, despite the pressure of the budget-setting process, the Executive Committee should not have been asked to consider such significant issues, with such long term implications as an urgent item on an already overcrowded Executive agenda.
7.17 As a consequence of its haste the Executive missed an important opportunity in the Spring of 2008 to take a second look at the project. In the opinion of the T&F Group there had been fundamental changes to the proposals since March 2007 when the Resources Committee had last reviewed the project. 
7.18 The T&F Group believes that a project of this scale should have received significantly more independent scrutiny than this project has received and at a much earlier stage in its conception.
7.19 It believes that the project should have been re-presented for further review and consideration by the Resources Policy and Scrutiny Committee. The very objective of the Committee is to assess, question and recommend revisions to policy proposals. The decision to circumvent this valuable process eliminated the opportunity to identify many of the subsequent problems encountered in the implementation stage of the project and assess once again its viability.
7.20 The independent Gateway Review report commissioned by the officers of both Councils in the Spring of 2008 clearly embodies a cautionary note. It identifies the overly optimistic expectations of the Executive of both Councils as a potential problem in the successful implementation of the project.
7.21 The T&F Group cannot understand the failure to distribute more widely the findings of the 4Ps Gateway Review. It was extremely useful and should have been placed alongside the Detailed Business Case for members to consider; not commissioned afterwards and given little publicity.
7.22 During the summer of 2008 delays had occurred to the implementation of the Shared Services initiative particularly in resolution of differentials between the two councils in the area of human resources. Final staff costings were therefore still in doubt.
7.23 It was the view of the T&F Group that there were many milestones passed during the evolution of this project when less haste and further reflection on the decisions taken could have resulted in a better outcome.

7.24 It is apparent to the T&F Group that there were many milestones passed during the evolution of this project when less haste and further reflection on the decisions taken would have resulted in a better outcome.
7.25 In the opinion of the T&F Group there appears to have been a lack of sustainable attention to detail by all Members to the changing position of the Shared Services initiative.  This is attributed to the lack of awareness and availability of information about the project with appropriate opportunities for review.
7.26 Both during the development stage of the project and in particular at the point at which Dacorum withdrew, the T&F Group was surprised at the lack of critical questioning of the project’s viability, particularly in relation to the deteriorating financial returns being projected.
7.27 On the 17/12/08 a Detailed Business Case was brought to the Joint Shared Services Committee. This revised model had the benefit of significant firming up of major cost centres within the Shared Services budget. 
7.28 The revised projected efficiency savings in the Detailed Business Case were £1.579 million of which Three Rivers would receive £471,000 or 30% with implementation costs at £3.940 million. The investment to annual return ratio had moved to 2.5.
8 Current position
8.1 A period of staff consultation is currently taking place to facilitate the deployment of current staff to roles on the new shared service structures.  The first stage of this restructure process is due to end on 20 April 2009.
8.2 The intention is that those staff deployed into ICT, HR and Finance roles are co-located from April 2009.
8.3 The fibre optic connection between Three Rivers District Council and Watford Borough Council via the Herts. County Council facility in Apsley, vital to the implementation of the IT Shared Services agenda, is expected to be in place by April 2009.
8.4 The Shared Services implementation team has been working with its key customers across both Councils to define what it will do for the Council and how.  The approach taken has been to define what the Council needs from HR, ICT, Finance and Revenues & Benefits, and then define how these services will be measured and targeted.  
8.5 Work to progress Shared Service implementation has been focused around two main processes. The first is the Performance Management Framework (PMF) that defines how the Councils will manage Shared Service ensuring it does what it is meant to do. The second is the Service Level Agreements (SLAs) which define what Shared Services will deliver for the Council and how its success can be measured.
9 Recommendations
9.1
Should further services be considered for inclusion in the Shared Services project careful consideration should be given to providing opportunities for member involvement in the decision making process through the Councils committee structure.

9.2
Any decision to include further services in the Shared Services project should be taken on the basis of the individual business case and after the completion of due process referred to in item 9.1.

9.3
Should a similar project with significant and far reaching implications such as Shared Services be considered in the future serious consideration should be given to commissioning, at an early stage, an independent review similar to the Gateway Report. Its contribution to understanding and independent objective scrutiny should not be underestimated.

9.4
The current level of member representation on the Shared Services Committee should be reviewed. The T&F Group believe that the committee would benefit from greater representation by members and an expanded committee would promote wider understanding of the Committees work by members in general. 

10 Further action and review
10.1 A review of the Shared Services programme objectives ‘performance’ and ‘resilience’ should be reported to the Resources Policy and Scrutiny Committee shortly after April 2010. 
Report prepared by: The Members of the Shared Services Task and Finish Group
Background papers
Shared Services project documents
· Strategic Business Case – February 2007
· Shared Services Programme Member seminar – 10 September 2007.
· Shared Services Programme: The Business Case Summary for proceeding with Watford Borough Council – 4 February 2008 (Executive Committee).

· 4ps Gateway Review – dated 10 April 2008.
Shared Services Task and Finish group interview notes
· Councillor Matthew Bedford, Portfolio Holder: Resources (22/09/08).
· Councillor Richard Struck, former Cabinet Member for Resources (23/09/08).
· Alastair Robertson, Managing Director, Watford Borough Council (03/10/08).
· Tricia Taylor, Executive Director, and Laxmi Curwen, Shared Services Programme Manager, Watford Borough Council (05/11/08).
· Steven Halls, Chief Executive, Three Rivers District Council (13/11/08).
APPENDICES / ATTACHMENTS
Appendix 1 – Task and Finish Shared Services Review – Scoping Document (presented to the Resources Policy and Scrutiny Committee – 12 June 2008).
Appendix 2 – Financial figures: 

(i) Ongoing Revenue Benefits
(ii) Implementation Costs

(iii) Payback periods
APPENDIX 1
SHARED SERVICES REVIEW – SCOPING DOCUMENT

To agree the scope and terms of reference for a review of Shared Services.

The following document is a possible framework to shape the scoping exercise.

Schedule for Key requirements for a review

	Subject
	Shared Services

	Committee
	Resources Policy and Scrutiny

	Scoping Group
	Councillors Paul Goggins, Richard Laval, Ralph Sangster and Ron Spellen

	Review Group (Members and any co-optees)
	As above

	Aims and Objectives
	· To judge how effective Shared Services would be

· Ascertain what the financial implications are for the Council

· How much savings from shared services would result for the Council



	Measures of success of review
	The findings validate or invalidate the benefits outlined in the business case.

Commencement of a successful partnership

	Scope
	To look at the benefits to Three Rivers District Council and Three Rivers residents from shared services



	Service priorities (corporate/dept)


	IT, Accountancy, Personnel and Exchequer Services

	Accountable Manager
	David Gardner



	Support Officer
	Barry Pitt



	Administrative Support
	Sarah Haythorpe



	External Input
	Dacorum Borough Council, Watford Borough Council



	Methodology
	Before the task and finish group begin their review the following documentation to be provided:

1) Strategic Business plan for shared services

2) Detail Business Case

3) Gateway review

· To discuss with Watford Borough Council their views on Shared Services.

· To discuss with Dacorum Borough Council why they discontinued their partnership on the Shared Services project.

· To seek financial information from Committee reports.

· To interview the Project Sponsor/the Chief Officer in charge of the shared services project

· To interview the Shared Services Project Manager

· To interview Shared Service clients

· To interview third party staff representatives

· To authorise research into whether other Local Authorities had entered similar projects for the provision of shared services.



	Equality Implications
	

	Assumptions/constraints
	

	Timescale
	3 months



	Resource commitments
	To be determined



	Report author
	Barry Pitt



	Reporting arrangements
	Resources Policy and Scrutiny Committee



	Follow up Arrangements
	Scoping document to be presented to the Resources Policy and Scrutiny Committee on 24 April to seek agreement to set up a Task and Finish Group on Shared Services and to agree the membership of the group.

Members of the Task and Finish Group to be provided with copies of the strategic business plan, detailed business case and gateway review.

Subject to agreement by the Committee, a meeting of the Task and Finish Group to be arranged at the end of May to discuss the next steps for the review.
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