SHARED SERVICES
(another magic formula?)
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USA

0% OF MERGERS " FAI LED’
TARGETS

60% EXPERIENCED A DROP IN PROFITS
IN A RISING MARKET

LOCAL GOVERNMENT: FEW
OUTSOURCINGS MEET EXPECTATIONS
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THE COUNTER VIEW

OVER 80 COLLABORATIONS IN THE NORTH
WEST

NUMBER OF COLLABORATIONS (SHARED
SERVICE) INCREASING

COUNCILS WITH LOWEST ACTIVITY LEVELS
HAVE HIGHER COSTS (AUDIT COMMISSION)

SHARED SERVICES SEEN AS IMPORTANT
DELIVERY MECHANISM FOR EFFICIENCY AND
TRANSFORMATION

NUMBER OF PRIVATE SECTOR MERGERS
INCEASING

LOCAL GOVERNMENT OUTSOURCINGS e
INCREASING s




COST OF LOCAL GOVERNMENT

£100bn pa
EXTERNAL GOODS/SERVICES £45bn pa

SHARED SERVICES £1bn pa?
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CHALLENGES TO LOCAL
GOVERNMENT

COMPREHENSIVE SPENDING REVIEW
- 9% IN 3 YEARS?
- EMPHASIS ON CASH SAVINGS

DELIVER IMPROVED/TRANSFORMED/
SERVICES/PERFORMANCE

ADAPTING TO CHANGE E.G. LOCAL
GOVERNMENT WHITE PAPER




DIFFICULT TO SEE HOW SUCH
CHALLENGES CAN BE MET
WITHOUT

-  STEP CHANGE IN THE WAY
SERVICES ARE DELIVERED

- A STEP CHANGE IN THE WAY 3RP
PARTY SPEND IS MANAGED
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COLLABORATIVE MODELS

A BENCHMARKING

A COPYING BETTER PRACTICE

A JOINT SERVICE DELIVERY / SHARED
SERVICES

A OUTSOURCING TO COMMON
PROVIDER




BENCHMARKING/COPYING
BETTER PRACTICE

A LESS CONTROVERSIAL

A QUICKER

A LESS COSTLY

A QUICK BENEFITS REALISATION

A HIGHER CHANCE OF SUCCESS




SHARED SERVICE/JOINT SERVICE
DELIVERY/OUTSOURCING

A CONTROVERSIAL

A LONG TIMESCALE

A COMPLEX

A EXPENSIVE

A HIGH RISKS TO SERVICE

A HIGHER RISK OF NON-COMPLETION

BUT: LONG TERM BENEFITS CAN




POSSIBLE APPROACH

A PLAN LONG TERM STRATEGY
AND PROGRAMME
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DEVELOP STRATEGIC PLAN

VISION

4

MISSION
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ENABLERS / INFRASTRUCTURES / RESOURCES
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STRATEGY

POLITICAL
OBJECTIVES
FORESIGHT REALISTIC
VISION [~ TIMESCALES
ANALYSIS / AVAILABILITY
OF COSTS STRATEGY OF SKILLS
BUSINESS | — ANALYSIS OF
OBJECTIVES SUPPLY MARKET
e on ENGAGEMENT
BUY PRACTICAL W'UAFS{EE_'?LY
PROGRAMME o
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INVESTMENT APPRAISAL
COSTS FOR OUTSOURCING

1.MUST KNOW EXISTING COSTS

2. TO DELIVER A BETTER COST BASE TO
THE CUSTOMER, THE OUTSC
COST BASE MUST BE ONLY 75%

3.SWITCHING COST 5%
4. MANAGEMENT COST 5%
5. GROSS PROFIT 15%

NEW COST BASE 75%

RELEVANCE TO SHARED SERVICES“Z‘Wougmmc\m |



CHOOSING WHAT TO OUTSOURCE

SEDDON REPORT:

RESPONSE TO SCOTTI SH EXEC
CONSULTATION ON SHARED SERVICES

IT (HELP DESK, MAINTENANCE,
DEVELOPMENT

PAYROLL

PROCUREMENT

HR SERVICES

COUNCIL TAX COLLECTION
ENVIRONMENTAL SERVICES
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SEDDON CONTINUED

X HOUSING BENEFIT
X PLANNING
X ADULT SOCIAL CARE

-  SIGNIFICANT INVOLVEMENT OF
CUSTOMER

- CREATING FRONT OFFICE/BACK
OFFICE CREATES WASTE

- BETTER DELIVERED AS LOCAL
SERVICES




IDENTYFYING SHARED SERVCE/OUTSOURCINGS
OPPORTUNITIES - FIRST PASS

SERVICE LIKELY RESISTANCE TECHNICAL OPPORTUNITIES | POTENTIAL | SCORE

EG DELIVERY TO CHANGE DIFFICULTIES | TO DO THINGS BENEFITS
TIMESCALE DIFFERENTLY

REVS & BENS

PROPERTY

PROCURMENT

CONSTRUCTION

LEGAL SERVICES

FINANCE SYSTEMS

ENVIRONMENTAL

IT
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BENEFITS ASSESSMENT MODEL

B/MARKING

IMPORTING
BETTER
PRACTICE

SHARED
SERVICE

OUTSOURCING

LOWER
COSTS

BETTER
SERVICES

ACCESS TO
EXPERTISE

INNOVATION

INCOME

JOB
CREATION

©Mark1




RISK ASSESSMENT MODEL

B/MARKING

IMPORTING
BETTER
PRACTICE

SHARED
SERVICE

OUTSOURCING

COSTS AND TIME

PEOPLE

ORGANISATIONS

COMPROMISE

SLOWER
PROGRESS

CIRCUMSTANCES
CAN CHANGE
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RULES OF THUMB OF
PARTNERSHIP:

¢

¢

CLEAR AND REALISTIC OBJECTIVES

GOOD QUALITY ANALYSIS

CLEAR UNDERSTANDING OF COSTS
BUSINESS CASE

SELECT RIGHT MODEL

PERFORMANCE MEASUREMENT

SUITABLE CONTRACT

FLEXIBILITY - GOVERNMENT POLICIES




RULES OF THUMB OF
PARTNERSHIP

¢ COMPATIBLE STANDING ORDERS

¢c DON" T START UNLESS DETERMI |
IT THROUGH

¢ DO NOT AVOID ISSUES
¢ USE PROVEN DOCUMENTS

¢c CONSI DER CONSTI TUTI ON/ SET
RULES

¢ RIGHT GOVERNANCE

¢ CLARITY OVER WHO IS RESPONSIBLE AT A
HIGHER LEVEL

¢ STRONG SUPPORT FROM THE TOP
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FORCING THE PACE?
FRAMEWORK AGREEMENTS

SUPPLIER

SERVICE A B C D E
EG

REVS & BENS

PROPERTY

PROCURMENT

CONSTRUCTION

LEGAL SERVICES

FINANCE SYSTEMS

ENVIRONMENTAL

IT
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BENEFITS

¢ SIMPLIFYING
¢ REDUCE COSTS

¢ SPEED UP OUTSOURCING/SHARED
SERVICES

¢ UNDERSTANDING OF COST OPTIONS
¢ MODEL SPECIFICATIONS




S THIS FEASIBLE?
S THERE A WILL TO DO IT?

HOW DO WE MOVE AGENDA
FORWARD?

DISCUSS

Colin Cram

Regional Director

North West Centre of Excellence
colin.cram@tameside.goV.uk

0161 342 3301
www.nwce.goVv.uk \mprove‘“_“‘
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