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Foreword

The commitmentto
efficiency and effectiveness

by Michael Bichard and Nick Sharman

The collection
of essays in

this pamphlet
shows the
breadth and
depth of the
commitment to efficiency and effectiveness

in local government. Since Sir Peter Gershon's
2004 report Releasing Resources for the Front
Line provided a renewed focus on quantifying
efficiency, local authorities have already recorded
more than £3 billion of savings. This reflects the
application of increasingly rigorous management
in local government. However, while the demand
for community services continues to rise, public
spending has started to slow. Moreover, it is clear
that the financial position is going to tighten
further in coming years and that wider economic
challenges are likely. With demand for services
growing faster than available resources efficiency
is becoming a crucial issue for local government's
politicians and managers.

Rising expectations

While this combination of rising expectations and
tightening financial position forms a common
backcloth against which our contributors have
written their approaches are wide, varied and
imaginative. The range of issues covered roams
from the moral imperative of maximising the
impact of public resources to the importance of
new institutional arrangements; from service
innovation to customer insight and from com-
missioning to charging. Across these issues our
contributors' outlook is positive and creative. The
challenge is real, but the ambition is too.
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As Robert Hill's opening essay outlines, there
remains considerable scope for efficiencies
through better use of technology and through
service re-design. But efficiency is not a question
of the technocratic fix, or of finding the best way
to organise services. Efficiency involves issues
of purpose and strategy, as well simply getting
the best balance between inputs and outputs. A
concern for managerial efficiency in government
goes back at least as far as the 18th-century
Scottish philosopher and economist Adam Smith.
Smith's concern for the allocative efficiency of
the market is well known, but we tend to talk
less about his concern for the ways in which
appropriate institutions contribute to efficiency
through the productivity and motivation of
people. These essays show that all the agencies
concerned with local service delivery, whether in
the public, private or voluntary sectors, will need
to contribute. Indeed. it is clear that efficient and
effective service delivery will depend critically
on all parts of the supply chain working together
around shared objectives and approaches.

Efficiency concerns managers, institutions and
people but it is also a means to a greater end.

In Peter Drucker's famous distinction efficiency
presupposes purpose: "Effectiveness is the
foundation of success - efficiency is a minimum
condition for survival after success has been
achieved". No amount of efficiency would have
enabled the manufacturer of buggy whips to
survive.

Complex task
Efficiency is concerned with doing things right.
Effectiveness is doing the right things. As local



government becomes increasingly concerned
with commissioning community wide outcomes
and joining up local public sector agencies to
secure those broad based outcomes, combining
effective delivery of the outcomes while ensuring
efficiency becomes a ever more complex task.
The development of local government's
community commissioning role highlights a
key theme of these contributions: the connec-
tions between political purpose and managerial
method run right through the efficiency agenda.
Without efficient organisation, the scope for po-
litical choice and democratic energy is reduced.
Without political direction, efficiency lacks the
focus on social and economic outcomes to be
achieved. This interdependency of the politi-
cal and the managerial is characteristic of local
government and the most effective strategy will
recognise the necessity of both approaches.
This is a timely collection from leading figures in
the field and we commend it to you.

Sir Michael Bichard is editor-in-chief of the
SOLACE Foundation Imprint and rector of the
University of the Arts London, as well as chair of
the Legal Services Commission

Nick Sharman is managing director,
local government at Amey
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Efficiency as culture

by Robert Hill

When someone starts a seminar
by saying that inefficiency repre-
sents organised theft of the taxes
of working people you know that
you are in for an interesting time!
And so it proved when over 30
chief executives, directors of resources and other
senior managers from local and central govern-
ment gathered together for 24 hours under the
banner of “Efficiency as culture”. Our challenge
was how to move away from seeing efficiency as an
imposed target from central government to it be-
ing part of the core business of how we operate in
the public sector. So our focus was on changing the
mindset, rather than on how to reach the specific
target set for councils for the next three years.
Using the language of "organised theft" is one
way of jolting people out of complacency but
we also need to define efficiency in more prosaic
terms, as box 1 (below) does, so that we are clear
that we are not just talking about making cuts.

Old target: new context
The drive for efficiency is not new. Those who

Box 1. Defining efficiency

An efficiency gain is an improvement in the pro-
ductivity of resources used to deliver services.
It includes obtaining:

« More for the same.

» Much more for a little more.

» More for less.

« The same for less.
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have been around the local government scene
for a while will have sharp memories of the 3%
efficiency targets of the Thatcher/Major era. But
the current focus has perhaps come as a jolt for
some because the relatively generous spending
settlements from 2000 onwards (see chart 1, op-
posite) had accustomed parts of the public sector
to take for granted significant continuing real-
term rises in funding for public services - particu-
larly for health, education and criminal justice.

However, the years of plenty were, histori-
cally, a blip. Managing service pressures while
reducing costs is not just going to be a challenge
for the next three years, but for the next 10 or 20
as well - as chart 1 indicates. In addition, tucked
away in the budget report in March 2008 was the
chancellor's announcement of a new Public Value
Programme that is intended to generate the next
round of efficiencies after 2010/11. Further details
are to be announced in the 2009 budget.

Nor is efficiency disputed territory between
the two main political parties. Both Labour and
the Conservatives are embedding efficiency
at the heart of their fiscal and public sector
strategies as they seek to juggle containing
public spending, keeping down (or even reduc-
ing) levels of tax and creating room for service
improvements.

The financial and political imperatives to
realise efficiency savings sit alongside other
pressures:

« A lower rate of economic growth.

« Increasing demographic costs as baby boomers
reach retirement.

* The need for continuing investment in education
and skills if the economy is to be competitive.



Chart 1: Total public spending 1996/97 — 2012/13
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* The cost of climate change, new security
threats and the demands of personalisation.

Mission possible

The challenge is a substantial one. But before we
succumb to the view of the world espoused by Pri-
vate Fraser from Dad's Army -"We're all doomed,

| tell you. We're all doomed!" - we need to reflect
on what recent history tells. At any point in the
past 50 years we could have looked at the future
and concluded the challenges were daunting, if
not overwhelming. In the 1980s, unemployment
at levels of three million or more seemed to be
inevitable, but it proved not to be so. Govern-
ments were able to cope with the oil price hike in
the 1970s. Financial markets overcame the burst
of the dot com bubble eight years ago. The NHS
has not been overwhelmed by demand as many
predicted. Parts of the public services have begun
to show that they can be as responsive to consum-
ers as the private sector. So although the scale

of the task in adjusting to zero or incremental in-
creases in public spending is considerable it is not
impossible. And, in some areas, the development
of technology offers the prospect of being able to
do reduce costs and help improve quality.

Raising the bar
But doing more of what we are already doing
won't be enough to cope with the new efficiency

agenda. Local authorities have done well to meet
the government's target of making £3 billion
worth of efficiency savings on their 2004/05
baseline. But it is still just scratching the surface
in some service areas:

« In transactional and back-office services there
is a still considerable scope to drive down and
take out costs. Developing shared services may
be relatively straightforward and familiar terri-
tory but too many authorities still feel that their
status and independence as an organisation is
compromised if they are not directly commis-
sioning or controlling a service. But would it, for
example, be more cost efficient for business rates
to be collected nationally?

* The Audit Commission is due to report later this
year highlighting the potential for big efficiency
gains in the area of waste management.

» Much of the pressure for improvements will
come in the area of personal services where costs
are rising not just because of increased numbers
but because of the complexity and intensity of
need of clients. Too many authorities wring their
hands, parade "bleeding stumps" and say "What
can we do?" But, in 2007, an analysis of the top
10 providers of high-cost adult care placements
showed that the price they charged to local au-
thorities for apparently similar services varied by
up to £1,000 per week . And the Audit Commis-
sion reported that, in 2005/06, council spending
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Efficiency as culture

on out-of-authority placements for children with
special educational needs ranged from just under
£11 per school-aged pupil to over £200.

* Realising substantial big efficiency gains in the
area of personal services is tough but achievable.
It means rethinking the purpose of a service from
first principles, understanding the user journey/
experience of the service (across professional
and agency boundaries), looking radically at
different delivery options and developing smart
commissioning skills.

 Merging organisations is often “the elephant in
the room". It raises fundamental questions which
those involved in leading existing structures un-
derstandably find hard to address. Some districts
have combined their management teams and
some counties and districts are sharing personnel
and functions but we need to go beyond this. Is
it, for example, sustainable in the medium term
to continue with the current number of local
authorities in England?

* Only one in five of councils, according to a
survey published in January 2008 (Positively
Charged, Audit Commission), believes that is it
using charging to its full potential.

» Workforce reform is an issue that large parts

of local government have still not addressed.

In addition the biggest barrier to improving
procurement practice is a lack of skills among key
staff (see Healthy Competition, Audit Commission,
November 2007).

Some key principles

So much for the challenge and problems, but
where do the solutions lie? The seminar par-
ticipants thought that in terms of being more
strategic about efficiency the following are the
key principles:

First, efficiency is yet another reason to
develop local governance - the public sector
agencies in a locality must address this issue
together rather than separately. It is not just lo-
cal authorities that are under the efficiency cosh
- the health service, schools, colleges police, Job
Centre Plus and probation service are as well.
Local strategic partnerships (LSPs) and local
area agreements (LAAs) provide the framework
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for joint working, but the challenge is to use
these mechanisms to work across organisational
boundaries in practice to deliver better value for
money for people in their area.

Second, while there is scope for continuing to
make savings through traditional procurement
means, increasingly innovation and service trans-
formation will be central to moving efficiency to a
new level. It will require leaders who are entrepre-
neurial, who can think "out of the box" and who
are open to entirely new ways of doing things.
Efficiency will involve taking managed risks.

Third, political leadership is vital. Efficiency is
not just a managerial agenda. It has perhaps been
one of local government's collective failings that
council efficiency has until recently largely disap-
peared off local politicians' radar screens. Disputes
about levels of council tax have usually centred
more on the adequacy of central government sup-
port than on the relative efficiency of authorities.
Perhaps not before time efficiency is likely to be
territory that local political groups contest. It will
offer political parties and leaders an opportunity
to carve out a distinctive political position. They
could, for example, establish themselves as cham-
pions of making sure every taxpayer's pound is
well spent, or they could use a drive for efficiency
to hold down or reduce levels of council tax or
to offer new or improved services. Authorities
that do not have strong political support for an
efficiency agenda will find themselves stumbling
from one budget crisis to another.

Fourth, the scope for being more efficient op-
erates at a number of different levels. There are:
« Efficiencies organisations must achieve - this is
where "must dos", getting the basics right and
quick wins can help.

« Efficiencies organisations can realise from in-
novating and transforming which will happen as
they move from efficiency being an add-on to it
becoming a mainstream strategy.

« Efficiencies organisations can tap into from em-
powering, regulating and incentivising, people
and communities to take more personal respon-
sibility. For example, there is growing evidence
that the introduction of individual care budgets
is leading to a better and more efficient spend



- as well as more satisfied users. Changes in the
frequency, charging and methods of collection
for household refuse can reduce both costs and
the total volume of waste.

Progressive efficiency strategies will incorpo-
rate and balance these different approaches.

A range of tactical approaches

As for tactical approaches, the most promising
initiatives include:

 Making the operation of the whole delivery
chain collaborative as well competitive. This
involves developing partnerships and dialogue
with suppliers at an earlier stage in the design or
service specification stage in order to build more
innovation into the competitive element of serv-
ice delivery. Too often suppliers feel restricted
when making a bid from putting forward radical
service options because of the constraints of a
specification.

« Rethinking asset management and capital pro-
curement strategies - not just identifying under-
used sites and buildings but looking at what can
be delivered in partnership or by co-locating with
other agencies. The development of local educa-
tion partnerships (LEPs) is showing how there are
different and more imaginative ways of commis-
sioning capital projects. The new planning powers
and place-shaping framework offers the prospect
of increasing the capacity of local authorities to
link capital and infrastructure development with
their social and policy objectives.

» Working in partnership with other authorities
and agencies to create local "public service vil-
lages' by integrating management teams, merg-
ing management functions as varied as public
health, commissioning of care services, human
resources and data management, co-locating
services and sharing premises and back-office
functions.

* Redesigning services based on understanding
customer lifestyles, patterns of behaviour and
needs. A growing number of authorities are start-
ing to use detailed socio-economic, consumer
and geographic data to plot: who uses libraries,
for what purpose and where do they live; the
time of the day and the days of the week that

parents require childcare, for how long they want
it and for what age of child they need it; and the
types of service people are either buying or ac-
cessing via the internet (or are open to doing so)
in order to identify the scope for moving whole
council functions and transactions online.

« Stop providing some services that are no longer
a priority. Not so long ago, for example, the
government and the Learning and Skills Council
decided to stop subsidising courses that were not
vocationally orientated and to focus resources on
maximising skills necessary to enter or progress
in the labour market. As a consequence those
who enjoyed learning as leisure found that the
prices for their courses increased. It was contro-
versial but demonstrated a clear statement of
priorities. Local authorities may find they have to
the same strategic resolve.

» Embedding more intelligent commissioning. In
other words, accepting contestability as an or-
ganising principle of delivery and building up the
skills of staff to deliver this. This will inevitably
lead to integrating commissioning into the deliv-
ery of LAA outcomes. The challenge in future will
be not just to work with partners on agreeing a
joint delivery strategy for a particular LAA target
(which is what most areas are struggling with at
the moment), but to move to an approach where
partners, having agreed an outcome, identify a
budget and commission external organisations
and agencies to deliver the outcomes for them.
There are few LSPs that at present have the
capacity to do this. As authorities and LSPs apply
this commissioning strategy to new areas they
will also have to work at developing the supply
side and support the creation of new markets.

« Improving and developing the capacity of lead-
ers to take responsibility for efficiency. Leadership
creates the climate that improves performance.
Making efficiency a driving and dominating politi-
cal and cultural force in the life of an authority is
the responsibility of those who lead it at both a
political and executive level. You cannot contract
out the responsibility to use resources effectively.
But you can draw on external help to develop the
understanding and skills necessary to lead and
embed the efficiency agenda in an organisation.
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Efficiency as culture

Mix and match

These approaches are not exhaustive and they
overlap and reinforce each other. An author-
ity needs a mix of approaches and interven-
tions. Some will require political leadership and
authority - others will require more managerial
drive and skills. But it is important to align the
two agendas and for there to be a consistent
and persistent strategy if an authority is to cre-
ate an expectation of continuous improvement
throughout its organisation. It provides the plat-
form for communicating, involving and trusting
staff to share the challenge.

Can local government deliver?

Central government is giving local government a
lot of responsibility to organise itself to deliver
this agenda. The Local Government Association
(LGA) is working closely with central government
to lead this agenda. In return, the government
has topsliced £150 million over three years and
allocated it to Regional Improvement and Ef-
ficiency Partnerships (RIEPS - see box 2) to sup-
port local government's drive for improved ef-
ficiency. If the sector is effective and can deliver
efficiency gains there is a big prize potentially

in terms of local authorities being trusted with
wider powers and access to new revenues. But if

the RIEPs are to be effective they will need to:

» Work with elected members so that they
own the agenda. The improvement boards that
each of the main political parties in the LGA
have agreed to establish will help. Peer review is
another proven way of involving and challenging
elected members. And councils need to find ways
of linking the efficiency agenda to members'
ward roles and their new expanded scrutiny func-
tion;

« Incentivise the local public sector (not just
local authorities) to address the efficiency chal-
lenge. As the new LAAs come into play RIEPs
should expect local bids for support to involve
and be backed by other local partners - not just
by individual councils.

« Adopt a robust business model for making all
financial allocations, perhaps making loans rather
than grants and using a "Dragon's Den" or a
venture capital type approach. The focus should
be on securing improved outcomes and ensuring
that support for efficiency initiatives produces
tangible and measurable returns.

« Introduce new ways of spreading best
practice. The NHS and the schools sector have
shown how disciplined action learning, involv-
ing groups of practitioners and successive waves
of organisations, can push learning around the

Box 2. Regional Improvement and Efficiency Partnerships

Regional Improvement and Efficiency Part-
nerships (RIEPs) bring together councils in a
region to co-ordinate and support the drive

for improvement, innovation and efficiency.
They build on the previous work of Regional
Improvement Partnerships and Regional Centres
of Excellence. Each RIEP is overseen by chief
executives and elected members.

The National Improvement and Efficiency
Strategy, agreed between central government
and the LGA, includes a commitment to devolve
funding for improvement and efficiency. It puts
the nine RIEPs at the heart of local arrange-
ments for support and performance improve-
ment. Each RIEP has drawn up a three year
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strategy for how it will support the councils in
its area to work in partnership to improve the
quality of life in places and deliver better public
services over the next three years. The strategies
should reflect the priorities for improvement
that councils and their partners have identi-
fied in their LAAs. The RIEPs can draw on the
resources of the IDeA and the Leadership Centre
for Local Government to help deliver their plans.
Each RIEP is represented on a Chief Execu-
tives Task Group (CEXTG) that forms a critical
link between local authorities in each region,
the LGA's Improvement Board and central
government.
Source: Based on LGA briefing materials



system fast. Organisations and managers learn
from doing not from studying toolkits and look-
ing at websites.

« Be prepared to intervene in authorities that
are clearly struggling to keep up. Local govern-
ment cannot afford for its wider reputation to
be tarnished by the slowness of some backmark-
ers to get on board the efficiency train. Capital
Ambition, which acts as the RIEP for London, has
shown how it is possible for peer support to help
authorities with poor CPA scores.

« Take the lead on making data available in
easy-to-access transparent form, so empowering
local citizens to understand and question value
for money in their area.

« Ensure that the way they are accountable
(via the LGA and government ministers) is under-
stood. RIEPs will need to build relationships with
councils at senior political and managerial levels
and to communicate effectively and continu-
ally with the authorities in their regions. And if
the "regional” dimension of RIEPs gets in the
way of some localities being prepared to accept
their legitimacy, then RIEPs should be prepared
to emphasise their function as improvement
partnerships and downplay their role as regional
entities. Elected members serving on RIEPs may
also need support in understanding and develop-
ing their role. Informed and effective leadership
and oversight of RIEP activities will be crucial if
they to be successful.

« Address the issue of which services are best
commissioned locally, which regionally and
whether some should best be done nationally.
This will ruffle feathers, but a key test of local
government's capacity to be trusted with the
improvement agenda will be its ability to get
stuck into the really hard issues. In the NHS, for
example, shared services has been organised as a
national initiative.

Economic necessity is the mother of local
innovation

The efficiency agenda may have been born out of
economic necessity. But it offers the opportunity
for local authorities to seize the initiative and to
be entrepreneurial and innovative. Developing

efficiency as a culture is only going to happen if
councils throw off the shackles of thinking they
can only do what is permitted. Undoubtedly the
government's performance regime and the ex-
pectations of the inspectorates have contributed
to a compliance culture. That sort of regula-
tion does have a role to play in assuring basic
competence and producing comparative data but
authorities cannot afford to be hidebound by it.
The performance regime is changing and
becoming more flexible. We are moving into a
world where it is only by being bold, creative
and continually improving that organisations will
survive and thrive. In the end efficiency may turn
out not to be the enemy of local government but
a means of its regeneration.

Robert Hill is a former adviser to prime minister
Tony Blair. He now works as an independent
consultant on public policy issues and in March
2008 facilitated a 24-hour seminar on Efficiency
as culture commissioned by SOLACE, CIPFA and
the Leadership Centre for Local Government
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The future for efficiency in
a world of outcomes

by Barry Quirk, London Borough of Lewisham

The shift in the government's
language on efficiency is help-
ful. Of course the overall target
for English local government is

. substantially higher. It is a tough
task, but it is one that is achiev-
able. Importantly, the emphasis is now clearly on
better services and lower cost. It is really pleas-
ing that the new national strategy links improve-
ment, innovation and efficiency together.

Son of prudence

Since the time | was appointed as local govern-
ment efficiency champion in 2004, | have been
arguing that efficiency is a means to an end and
not an end in itself. Efficiency is the son of pru-
dence; and we need to remember that prudence
is a cardinal virtue. Alongside justice, temperance
and fortitude, prudence guides our actions. But
as Comte-Sponville argues, "prudence is only
virtuous when in service to honourable ends™. It
is feasible to be prudent, marshalling resources
and deploying them with parsimony, in pursuit
of dishonourable ends. And so it is with effi-
ciency. Bad things, as well as wrong things, can
be done efficiently. Hence it is important that

we try to improve the efficacy of what we are
doing (alongside its fairness or justice), as well as
improving its overall efficiency.

Shared services

The shared services agenda has ratcheted up

our collective interest in achieving economies of
scale2. The agenda started with corporate serv-
ices such as information technology, finance and
human resources. Why have, say, several hundred
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payroll administrations when these activities can
be bundled together and scaled up? But econo-
mies of scale always compete with economies of
scope. If a company serves one set of clients, it
can sometimes make more sense managing dif-
ferent but related activities under one roof. This
can reduce the cost of provision and improve the
service to clients.

An economy of scope can arise from discover-
ing horizontal synergies from managing "like"
services or “linked" processes in one locality.
Examples abound in local government - usually
it is where public institutions in a locality use
the same offices and facilities or share the same
management. The issue for most senior manag-
ers is whether they are more likely to improve
their service offer and reduce its cost through
discovering local economies of scope, or whether
searching for economies of scale via vertical
synergies would produce better results3.

Working the market

The answer is probably found in the manage-
rial pragmatism that is espoused in the Audit
Commission's report on Healthy Competition#.
It is undoubtedly the case that smarter service
commissioning using better market intelligence
and better market mechanisms will lead to
substantial service improvements and significant
cash savings. And, alongside better manage-
ment of direct costs with local partners and
other councils, these approaches will continue
to produce efficiency gains. The Audit Commis-
sion points to the fact that some £50 billion

of council spending is subject to some form of
competitive pressure and that a mix of market



mechanisms are needed when searching for bet-
ter efficiency. However, the Audit Commission
also recognise that just £80 million of recent ef-
ficiency improvements in corporate services can
be attributed to the use of market mechanisms.
What is needed is stronger evidence that smarter
supply management has reduced service costs
substantially and not just the costs of "back of-
fice" services. The regional improvement and ef-
ficiency partnerships (RIEPs) have, among other
things, the role of co-ordinating this information
and fostering this approach.

Managerial change

The next phase for efficiency involves contribut-
ing to the wider agenda in localities of achieving
improved service outcomes®. This presents the
most complex challenge to us in local govern-
ment. Our expertise is in managing services:
functions and activities. Our experience is in
marshalling resources, deploying policy instru-
ments, operationalising objectives and manag-
ing implementation. Of course we realise that
improving service performance is not the same
as solving social problems. And we realise that
ultimately we are concerned with delivering wide
social outcomes not narrow service objectives.
But we seldom acknowledge that the managerial
model of change that we use to improve service
performance is of limited use when we try to
build an operational model for change to deliver
improved social outcomes.

Perhaps the first thing we should do is to
maintain our focus on service management and
organisational change to improve the effective-
ness and efficiency of services. We need to do

Four tiers of Four tiers of
inefficiency management
System-wide Systemic
Organisational Corporate
Service Strategic
Practice Operational

this because the sources of inefficiency are mani-
fold. Figurel (below) shows that inefficiencies
can be examined at four tiers of management.
First, inefficiencies can arise from poor practice
(at the service interface or at the point of deliv-
ery). Second, inefficiencies may arise from poor
operational service management (in the design
and deployment of a service). Third, inefficiencies
may stem from poor organisational culture and
practices in the management of organisations.
And fourth, inefficiencies may stem from system-
wide effects in services or across localitiess.

The danger we face is that if the new focus on
outcomes leads us to place too much attention
to this fourth tier, the inefficiencies in the other
three tiers may increase.

A fresh approach

We need to rebalance our attention to these four
tiers in order to assure ourselves that we have the
appropriate management attention focused on
each tier. This attention should be commensurate
with the risk of failing to achieve efficiency in each
tier. We then need to develop a fresh approach to
efficiency in securing improved social outcomes.
But how do we approach the issue of outcomes?

First, we need to consider whether the service
area we are working on has the characteristics
of a "chain” or the character of a "network". For
several years, the government's public serv-
ice reform agenda has used the term “service
delivery chains” to organise our thinking on how
services can be improved. This has been useful
in modelling costs and benefits: in asking how
much is spent on intermediate bodies of policy
formulators, regulators and commissioners and
how much money "hits the street”. And it has
been useful in considering how best to target
work and focus incentives.

Michael Barber's successful approach to
achieving positive results while he was leading
the Prime Minister's Delivery Unit is perhaps the
best example of how "service chain” thinking can
focus energies and efforts and produce results’.

But what if the issue we are focused on has
more the character of a network? In figure 2
(overleaf) we can see that the issues become very
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Figure 2

When public services are “chains”
improving services
changing management practice
linear incentives of principals and
agents

different. Instead of trying to improve services,
our focus is on solving problems; and instead of
changing the practice of management, our focus
is more on changing the behaviour of the public or
of service users. Moreover, our incentives for ac-
tion become less linear and more unpredictable.
Once we are clear that the task is more like
solving a social problem than it is like improving
a service, our overall approach needs to change
fundamentally. The disciplines that we use to
improve services may be useful in solving prob-
lems but they will not be sufficient to achieve
significant results. And we need to recognise that
this has a bearing on our approach to efficiency.
Efficiency is no longer a technical question of
outputs as a ratio of inputs or of cash released as
a ratio of cash spent. Instead, efficiency becomes
a system-wide consideration - about allocative
efficiency as much about technical efficiency.
Figure 3 (opposite) compares the two differ-
ent underlying causal models of change involved.
In the case of a service (such as a library or a
youth service), our focus is on the organisa-
tional capability to convert resources and policy
instruments into service standards and outputs.
The presumption (often unstated) is that our
organisational efforts achieve positive returns
to scale. That is, if we are currently putting 100
units of resource into a service to deliver 100
units of service output; then if we put 105 units
in then we should get more than 105 units out. In
practice, of course, we seldom achieve positive
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When public services are “networks”
solving social problems
changing citizen behaviour
system incentives and side effects

returns to scale. Do more books bought equate
to even more books read; or more libraries built
produce even more library users? In an at-
tempt to achieve positive service outcomes we
focus our efforts and energies on management
practices. We identify "best practices" so that we
can chase them (regrettably, we seldom identify
"worst practices"” so that we can avoid them with
equal force). We also attempt to standardise
practices as much as we can. For example, the
National Process Improvement project is a suc-
cessful attempt to eliminate duplication, mini-
mise waste and optimise output through better
service design and smarter process management.
But when our task is more akin to solving social
problems (improving adult literacy, reducing
youth crime) the challenge is less about stand-
ardising management practices and processes
and more about stimulating changes in citizen
behaviour. The "black box" of management prac-
tice is replaced with the "“fog" of public behaviour.
An organisational focus on better management
strategies, more resilient capabilities and more
though competencies wont help us change citizen
behaviour for improved social outcomes. Indeed,
the underlying presumption in this model, that
professionally driven policies can alter behaviour,
is itself hotly contested. In 2004, the Govern-
ment's Strategy Unit published a wide-ranging
literature review on this subject8. But concluded
simply that more research was needed - to pro-
duce a more integrated knowledge base between



economics and social psychology and that policy
should start from the choices that people actually
make rather than the ones that professional feel
that they ought to make.

At least this advice eschews the certainties
of much thinking in this area. It is confident
that something needs to be done to encour-
age changes in behaviour but is less confident
about what exactly will work. Delivering better
outcomes on adult literacy, youth crime, teenage
conception rates, smoking, parenting and so on
requires system-wide thinking that starts with
people rather than from how services are cur-
rently configured.

Micro-motives and macro-behaviour

Thirty years ago the economist Thomas Schelling
published a ground-breaking book on the com-
plex impact of "micro-motives" on macro-be-
haviour"?. He examined the major social impact
of minor behavioural changes. Small changes in
numbers of people and minor changes in their
social preferences can lead to very significant
society-wide consequences. His work concentrat-
ed on how small changes impacted on issues as
varied as household formation rates and the resi-
dential segregation of different ethnic groups.
He also pointed to the "tragedy of the commons"
problem - where common land would tend to

be over-grazed by herdsmen acting in pursuit of
their own interest and undermining the common

Figure 3
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good. Schelling suggested that similar problems
may occur in respect of mass social behaviour.
The current arguments about recycling rates and
climate change are the modern echo's of this
problem and Schelling's analysis of them.

Some three generations ago this country faced
significant social, economic and environmental
problems. Services were designed to meet these
problems. The problems have now changed
substantially but the services have not changed
to the same pace or scale. Just think of libraries.
Designed in one era, for problems in that era.
Some of these same problems persist - but many
of today's problems and a lot of today's op-
portunities are of a different character. The op-
portunities for literacy, learning, knowledge and
culture differ markedly in 2008 from the 1908
when many of our libraries were designed. And
yet services are ossified in facilities, in assets, in
patterns of delivery to meet old needs not new
needs. The future for efficiency is not simply
about achieving better productivity and lower
costs in the current pattern of services. The
future for efficiency is contributing to the change
of approach that is needed to help citizens
secure more effective and efficient outcomes for
themselves.

Working with users and citizens
We need to maintain a focus on rooting out
inefficiencies in practice in service operations
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and in organisations. This relentless drive for
ever better services at lower cost must continue.
This is particularly the case over the coming
period when public revenues will be squeezed
ever harder and public service managers will be
required to continue producing more for less.
But the agenda that local government now faces
is not simply an internal agenda about organi-
sational efficiency. It is also about fostering,
promoting and securing efficiency throughout
local systems of service delivery regardless of
organisational boundaries. The disciplines of
efficiency and value for money are understood by
the public; they need to be used by them as serv-
ice users and citizens in securing better service
outcomes and solving more social problems for
themselves.
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The policy ratchet

by Joe Simpson, Leadership Centre for Local Government

Personalisation
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Economy
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Climate
change

There is an increasing general
recognition that the next decade
is likely to see at best a flat-
lining in the growth of public
expenditure. What | want to
argue here is that alongside that
recognition, in the words of Tony Crosland, “The
party is over”, there are other policy pressures
we face over the next decade that will require
an even greater focus on efficiency. Going into
the next election the one thing we can be pretty
certain about is that while neither major party
seems likely to be advocating immediate tax
cuts, equally neither party will be standing on a
platform of further increasing public expenditure
as a percentage of GDP.

This article explores what | will call the "policy
ratchet" and focuses on seven themes and their
impact on public expenditure. They are the

economy; demography; education; personalisa-
tion and aspirations; climate change; security and
insecurity; and democratic engagement.

The economy

If you think CSRO7 is tough,

imagine if the Treasury had been

working to a CSRO8 timetable.

The recession in the United

States, and the impact of the

subprime mortgage market crisis on the global
economy means that projections for growth look
much less optimistic than previously thought.

So the three-year settlement now looks rather
more generous than we thought. But that merely
means greater challenges down the road. Look-
ing at the longer term global economy, we now
see the rapid development of the Chinese and
Indian economies. By 2020, China will be the
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second largest economy in the world and India
the sixth. Ninety per cent of the world's labour
force will be in the developing world; 40% in
India and China alone. We are already seeing the
impact of this with the growth of commodity
prices, such as food or metals. But down the road
as they move from purely basic manufacturing

to more value-added production, we will see
increasing pressure on UK profit margins.

Demographics

By 2020 the UK population is

estimated to grow to 67 million.

Those over 85 will increase by

50%, those over 65 by 30%.

There will be more pensioners

than those under 16. This will put intense pres-
sure on adult and health services. We will face
the triple whammy of increasing numbers requir-
ing care (+37%), greater expectations of quality
of care, and the cost of care per user rising faster
than inflation. In particular, the last year of life
costs have been rocketing.

If that were not enough, we have the problem
of millions of people at risk of under saving for
their retirement. To rectify this, the required
contributions for pensions will need to exceed
inflation year-on-year - for both employers and
employees.

As well as changes in how long we live, we
also see major changes in how we live. Let me
highlight two of these. First, the numbers of
years we work and pay taxes is reducing. If our
parents operated a 50/50/50 lifestyle (working
50 hours per week for 50 weeks per year for 50
years), we have moved more to 40/40/40. Un-
less we see a radical change, the future projec-
tion is perhaps nearer 30/30/30 (starting work
later as we stay in further education and do our
"gap year" thing etc., while people are increas-
ingly retiring from full-time work in their 50s).

Second, we see a change in household demo-
graphics, and an increasing number of one-per-
son households. This creates pressure for more
houses, and more infrastructure, while driving up
house prices. This in turn requires a greater per-
centage of our income to be spent on housing.
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It also creates other related pressures such as
longer commuter times. As Robert Puttnam has
demonstrated, each minute of extra commut-
ing time reduces the amount of voluntary time;
in other words it diminishes social capital - and
lower social capital increases pressure for public
expenditure to compensate.

Education and training

There is a pretty clear consensus

that the UK needs to progress

further up the education and

skills lLadder. One of the reasons

why London has needed such

an open pattern of immigration is that the skills
levels of London residents is too low to meet the
needs of the growing financial sector.

But let us recognise the following implica-
tions. First this means that people will work
fewer years, as the number of years they are
in education and training increases. Second,
education as a percentage of public expenditure
will continue to increase. Third, the percentage
of the workforce involved in education will also
continue to rise, and that growth will be among
the most skilled in the workforce.

Climate change

According to the Stern report,

the potential costs of climate

change could be up to 20% of

global GDP per annum. Optimis-

tically he says that if we all get

our act together, this could be contained at 1%
of GDP per annum. We face some tough choices
about the trade-offs between the gradual fix
approach, and the economic impact of quicker
changes. Certain local authorities will also face
some much more severe implications, due to
increased flooding etc. Norfolk has even been
given the challenge of considering abandoning
certain villages to establish a new front line in
the fens.



Democratic engagement

My final policy challenge is of

a different order - it focuses

around the challenges of sustain-

ing public support for existing

levels of public expenditure,

unless we can promote better democratic
engagement. The evidence suggests real chal-
lenges in sustaining social capital - which if not
maintained, will lead to major challenges in trust
in public services. As a corollary, we also see
public scepticism about the motives of those in-
volved in many public services. Think not just of
politicians; instead, consider the changing public
opinions when we describe someone as a “state
scientist”. At a very minimum we are going to
have to invest more in democratic engagement.
And we need to recognise that such investment
may slow down the speed at which some of these
tough decisions will be made, precisely because
of the reduced level of public confidence in the
state to make such decisions.

Aspirations and

personalisation

As we baby-boomers come to

retirement, we are much less

likely to believe that the expert

knows best. While our parents

might have felt grateful that “the state" was
there to help them - something their parents
could not presume - baby-boomers have grown
up with the expectation of this as a right. The
personalisation route is unstoppable. | am not
arguing that this in itself means higher costs,
but the cost of transition is likely to bite as we
sustain two parallel models. There is little evi-
dence to date that rapid change within the state
system is happening. Thus, while by 2020 this
may have worked its way through the system
and costs may have been contained for the next
decade, the presumption should be of higher
cost pressures.

Security and insecurity

Following the demise of the Iron

Curtain, governments across the

west were able to cashinona

"peace dividend". Even if total

defence expenditure did not fall,

defence as a percentage of total public expendi-
ture was able to reduce. But looking forward,
we now face the twin challenges of a more
hostile national security agenda (with Russian
power now on the up, and many countries now
either having or seemingly about to have nuclear
weapons), while also facing the challenge of
global terrorism, which requires a different sort
of defence strategy. Meanwhile, technological
advances mean that defence weapons always
cost more to "replace” - because each upgrade
is much more sophisticated. Again, the net con-
sequence of the above is that defence costs will
almost certainly grow faster than GDP over the
next decade.

I have not put a percentage cost against each
of these six policy drivers. For each we have
choices. | have already referred to real options
about the speed of investment to tackle climate
change. We are having a real debate about who
meets the cost of increased investment in further
education and training. That debate focuses
around the respective roles of government,
business and participants. Some of these policy
challenges could in due course become oppor-
tunities. For instance, what is the potential for
major export earnings from green technologies?
My argument would be that, as with previous
challenges we will in due course find solutions.
But for the next decade it remains prudent to
work on the assumption that collectively these
will be real drivers that squeeze public expendi-
ture options.

Joe Simpson is responsible for the Leadership
Centre's ground-breaking Civic Pride initiative
designed to encourage confident, capable and
visionary local leadership and he also takes the
lead on all the Leadership Centre's political work
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Surviving CSR with

aswagger

by Steve Freer, CIPFA

One of the side-effects of the
new three-year local govern-

- ~© ment financial settlements is

= ; that messages are amplified
E ‘ and sometimes exaggerated. So

when there is a little bit more

money available "we've never had it so good",
and when the emphasis is back on efficiency "the
end of the world is nigh"!

Some of the reactions to CSR 2007 - espe-
cially those which have looked forward to and
anticipated the flavour of CSR 2010 - have
certainly majored on gloom and doom. One could
be forgiven for concluding that local government
has never before had to face the challenge of
survival on close-to-inflation settlements.

Crisis, what crisis?
On the contrary, of course, the reality is that
CSR 2007 takes us back to very familiar territory
which councils inhabited for most of the 1980s
and 1990s. Then, as now, funding was routinely
pitched at around the prevailing rate of inflation
give or take a percentage point or two. Occa-
sional more generous settlements bucked the
trend every four or five years. These were usually
strategically timed to precede a general election
although their impact was limited by carefully
engineered funding mechanisms - "ring-fencing”
and “passporting” were the favourites - which
ensured that any new money reached its target
destination and was not diverted to resolve
other, more general, budget problems.

Capping provides another eerie parallel with
the 1980s and 1990s. In theory, the local tax
could provide a helpful funding safety valve
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when tighter government funding settlements
are in vogue. In practice, this potential flexibility
is restricted by capping which, after a brief pe-
riod of relaxation in the first term of the current
government, is now back with a vengeance, as
crude and universal as ever.

In some ways local government should take
comfort from these parallels. Certainly questions
which begin "can councils survive?" seem overly
dramatic. We know that they can. Perhaps the
more appropriate questions are “can we manage
the challenges of flat-line funding more success-
fully than previously?" and "are the tools and
techniques used before, the best available?"

Battered and bruised

Many who worked through the 1980s and 1990s
will recall that local government in those days
was not a happy place. The struggle to manage
within tightly-constrained budgets was rarely
other than centre stage. Relationships between
central and local government were at best
strained and, on occasion, positively hostile.
Elegant and pretty it was not.

Most councils met the challenge in digestible
instalments - the annual funding crisis. Few were
able to bring a medium or longer term focus
to their problems on a sustained basis. When
inspiration and innovation were exhausted, many
resorted to "salami-slicing” of all budgets rather
than a more strategic approach. Indeed, some
who claimed to operate more strategically were
sometimes doing little more than making crude
and simplistic distinctions between front-line
and back-office functions.

In fairness, some councils did experiment with



more innovative approaches, such as zero - and
performance-based budgeting and involving
staff and service users in addressing their budget
dilemmas. But, for most authorities, most of

the time, balancing the budget was a grim slog
which left organisations solvent but bruised and
exhausted by the experience.

Can we do better?
Can we do better than this in 2008? There is a
lot of evidence that councils have improved sig-
nificantly in recent years. So although a tougher
financial climate is a big challenge for authori-
ties, it is a test which they should feel able to
approach with some confidence. That said, they
would be wise to check that all of the appropri-
ate skills and competencies - leadership, financial
management, improvement and innovation,
change management and more - are present in
the team and ready to fire. And, of course, they
should be developing strategies and plans and
preparing the organisation for a long campaign.
Every authority will be different. But there are
three key areas in which most, if not all, councils
need to focus some of their early change efforts.

Fixing the budget

First, we need to fix the budget and a few sur-
rounding processes. It should be strategy-led; it
should be focused on the medium term; it should
engage a significant proportion of staff and cus-
tomers; it should focus on what we can do rather
than what we can't.

We need to be much more rigorous about
measuring and tracking efficiency savings (both
the cashable and non-cashable varieties) and
we need to develop budget processes which
capture all efficiency gains systematically so that
decision-makers can fully understand where
resources are being freed up and how they are
being redirected, and where further work is
required to stimulate new thinking and change.

Perhaps above all we need to ensure that the
budget process itself is economical and fit for
purpose. Think about the thousands of hours of
senior management and leadership time - of-
ficers and members - which budgets consume;

think about the opportunity costs and the more
productive activities which those resources could
be redirected towards.

Positive messages

My second key area is communications. We
need to communicate the authority's strategy
and its financial position much more clearly and
effectively to stakeholders, especially staff. We
need to show how available resources are being
positively deployed to deliver the strategy. We
need to ban feeble excuses which blame the
government for everything we can't do or need
to stop doing.

Too often there is very little formal communi-
cation about these matters during the currency
of the budget process. So staff and partners
receive all of their news from the grapevine.
Typically they hear the goriest, worse case
details including the scariest options which, in
reality, are beyond the outer limits of what is
actually going to happen. Morale and motivation
inevitably suffers. These are needless, damaging
own goals.

Refocusing managers

Third, and most important of all, we need to
think long and hard about the style of manage-
ment which our organisations need to be suc-
cessful in the modern era. With noble exceptions,
we still seem to have far too many managers
whose financial rather than service responsibili-
ties are poorly articulated and whose business
skills are insufficiently developed.

We need much more sharpness and clarity
around the performance contract which manag-
ers are expected to deliver; we need much better
understanding of the cost and value drivers of
the business; we need deeper thinking about fees
and charges; better, more creative use of assets;
smarter understanding and more proactive man-
agement of risk; we need incentives to ensure
that efficiency is an all day, every day activity not
a once-in-a-while spotlight to be avoided for as
long as possible.

This is not where most councils are at the
moment. Managers who exude all of these skills
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are the admired exception rather than the rule.
Significant change and progress in this area really
would transform many authorities.

The stark choice
Finally, | would like to see a dialogue in coun-
cils which invites agreement that all of these
changes really are critical for the improvement
and development of the organisation. For me
the choice is stark. Do we want to be part of an
organisation which lumbers around using out-of-
date processes, cutting a service here and there
and blaming government for its failure to fund
our comfort zone? Or do we want to be part of an
organisation which sees its role and responsibili-
ties in expansive, ambitious terms and, notwith-
standing a challenging financial climate, is very
clear and focused about the agenda it plans to
deliver and the positive results which must be
achieved?

| know a few authorities which are definitely
in the second category. But if we are really up for
the challenge of CSR 2007 and beyond we need
lots, lots more to join them.

Steve Freer is chief executive of the Chartered
Institute of Public Finance and Accountancy. Prior
to joining CIPFA he was county treasurer

of Warwickshire
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Putting ambition
into efficiency

by Gareth Davies, Local Government,
Housing & Community Safety, Audit Commission

The real efficiency challenge
It's striking how often local au-
thority chief officers bemoan the
difficulty they have in engaging
council members on the question
- of efficiency. Which leader or
mayor is not interested in better results on their
manifesto priorities and in keeping council tax as
low as possible (which may well be one of them)?

Perhaps the problem is that the efficiency
challenge is too often approached as an incre-
mental and technocratic problem. The more im-
pressive value-for-money improvements charted
by the Audit Commission's work have their roots
in clear political priorities, with the accompany-
ing challenge to officers to identify significant
resources to fund those priorities, mostly from
within existing budgets.

The rather unexciting, but proven, vehicles for
translating this political ambition into reality are
the medium-term financial plan and an intel-
ligent commissioning approach to getting things
done. A well-structured medium-term financial
plan sets out how, over time, the council's fi-
nances will be aligned with its strategic priorities.

Intelligent commissioning is an open-minded
and pragmatic approach to securing desired
outcomes using the best means available.

But you need innovation too

The more ambitious the efficiency challenge
posed by members, the more likely it is that
innovative thinking will be required. The Audit
Commission's report, Seeing the Light (2007),
found that almost 80% of councils think that the
drive for efficiency is very important or essential
in supporting innovation (see box below).

Therole of competition

Markets and competition - when used intel-
ligently - can still contribute to better outcomes
and lower costs. Our recent study, Healthy
Competition, found that who delivered a service
mattered less than whether some competi-

tive pressure could be imposed on them. East
Cambridgeshire District Council, for example,
developed an in-house option to challenge its
revenue and benefits provider. And although
the council eventually chose a different option -
working in partnership with other councils - the

Innovation

How important, if at all, is each of the following in supporting innovation within an oranisation?

M Very important or essential

Efficiency
focus
Examples
elsewhere
Member
pressure
Community
pressure
Government
pressure

Fairly important
80% 100%

Not important
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fact it had considered an alternative was enough
to put pressure on the external provider.

Competition can involve the public and third
sectors, as well as private companies. All three
can play valuable roles in planning and delivering
services, but we found no evidence that procur-
ing services from any one sector consistently
delivers better value for money than others. It's
in councils' interests to develop the market for
supply across all three sectors, both individually
and collectively, using regional and national ap-
proaches as appropriate.

Though we found potential benefit in intel-
ligent use of competition, we also know that
many councils lack the right commissioning and
procurement skills or the necessary informa-
tion about local public service markets to use
competition well.

Partnerships

We are learning a lot more about the role that
partnership working plays in achieving efficiency.
Partnership can be looked at in two ways:

* A strategic dialogue between organisations
about how to achieve common objectives.

» A means of delivering outcomes.

The first is essential, but the second requires
more thought.

Our work on strategic service delivery
partnerships, For Better, For Worse, looked at
partnerships between councils and private sector
suppliers lasting 10 or 15 years to deliver services
such as council tax collection, IT and property
management. We disappointed both the starry-
eyed who think they are the answer in all circum-
stances, and those who believe they are no more
than an opportunity for hard-nosed businesses to
fleece the taxpayer.

While they can deliver significant financial
and service benefits, they do not do so in all
cases. And while councils expect - and get - cost
savings of between 1% and 15% over the life of
a contract, not all have managed to obtain the
additional benefits - such as flexibility, transpar-
ency, trust - that partnership is intended to bring.
For these arrangements to be successful, councils
must manage them so that, over the whole life of

the contract, these arrangements represent bet-
ter value for money than other options.

That a large-scale service partnership arrange-
ment is not for everyone is a message that comes
back even more strongly from our study of effi-
ciency in back office services, to be reported this
summer. Some councils have chosen outsourcing
or partnering to drive efficiency or improvement,
while others have redesigned business processes
to provide in-house services more efficiently.
Still more have chosen to share services or assets
with neighbours or other public bodies. It is clear
that no one solution represents a magic bullet
for all councils. What will work will depend on
the starting point, capacity and skills.

Improving skills and capacity

Improving skills and capacity for intelligent
commissioning is a major challenge both for local
councils and for the National Improvement and
Efficiency Strategy. Councils agree with our find-
ing that a shortage of procurement skills is one
of the biggest single barriers to improvement.
We seem some way from the position described
in the best private companies where managers
are comfortable with up-to-date tools and ap-
proaches to securing value and have a grasp of
which ones to apply in different circumstances.
We need to find ways of building the same kind
of capacity and confidence in our councils.

The approach | have briefly outlined here con-
tains no reference to centrally-determined annual
efficiency targets. The local ambition for better
outcomes and value should dwarf these, and see
them delivered as a matter of course. That it is
not to pretend that the task is straightforward -
the skills and capacity challenge demonstrates
that it is not. But it does feel like the right ap-
proach for an increasingly confident sector.

Gareth Davies is managing director for local
government, housing & community safety at the
Audit Commission. He was previously the
Commission's regional director for the north and
his professional background is in public audit
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Efficiency and councillors -
the missing link?

by Malcolm Grimston, Wandsworth Council

Boring officer stuff?

The political dimension is the
=~ @ missing link in the efficiency

il "_!'9"’ /| agenda. For whatever reason,

{_‘g'ib i "efficiency” has come to be

& 24 viewed by many councillors as

a "techy" issue which officers should get on and

do, leaving us to do the really interesting things,

whatever they might be.

We all dutifully tell our electorate that the
council is about to become much more efficient
and that all our extravagant spending plans can
be funded from “savings" or "efficiency gains"”

- or at least they could be if the government
would reduce the burden of bureaucracy and
stop piling new costs on us in terms of waste
disposal, care for older people (and so on and so
on). And as a sector we've become rather good at
trumpeting that we have delivered the required
Gershon savings ahead of time, that we are the
most impressive part of the public sector in this
respect. This seems to give councillors quite a
bit of comfort and perhaps even an excuse for
not getting more deeply involved. In the recent
conference, also entitled Efficiency as Culture:
Anticipating CSR10, the absence of councillors
(apart from three of us serving on a panel to quiz
various offers from consultants) was patent.

That efficiency savings are being seen with
relatively light-touch political involvement
(to coin a phrase) suggests that some of more
technical aspects of efficiency savings, in terms
of improved contract-writing, procurement,
better use of assets and of IT, better partner-
ship working and the like (things that generally
speaking really don't turn most councillors on),
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can proceed through the officer networks, peer
learning and communities of practice which have
emerged to support the agenda. Nonetheless,
the failure (I don't know whose failure it is) to en-
gage councillors, even at cabinet level let alone
frontliners, is disappointing. After all, the phrase
"value for money" has two bits - value as well as
money. Robert Hill's definition of efficiency gain:
"An efficiency gain is an improvement in the pro-
ductivity of resources used to deliver services. It
includes obtaining:

* More for the same.

* Much more for a little more.

* More for less.

* The same for less", begs the question - is
efficiency just about how much of whatever it is
we can get out from how much of whatever we
put in? If so, this may be why it is regarded as
"implementation” not “policy" and councillors
don't get fully engaged.

But when we start trying to pick out what is
meant by "value", we can see the real benefits of
and opportunities for a much greater degree of
councillor involvement in the efficiency agenda.

The cabinet (or senior team of councillors),
and indeed the whole council, sit at the begin-
ning and the end of the policy process. We set
the vision, priorities, targets and policies. We
step back while officers deliver them (while
making sure that any surprises, nice or nasty,
are picked up as soon as possible). And then we
ensure that performance is reaching targeted
standards, for example by receiving information
on performance indicators, teasing out with our
senior officers where targets are being exceeded
(possible room for release of resources) or



undershot (possible need for further investment)
against our priorities, and making necessary
changes to policies or budgets accordingly.

The meaningless “efficiency” mantra
Members tend to view "efficiency” as belong-
ing in the middle bit. We may have an auto-
matic public statement about wanting economic
efficiencies. Indeed, four of the six councils
whose Audit Commission use of resources score
dropped in 2007 had specific commitments in
their corporate plans or vision statements to
improve their efficiency, in words like:

« [The] council has set targets for all its services
which will lead to direct improvements in service
delivery and better value for money.

* [The] council is committed to working in
partnership from a basis of sound financial and
strategic planning.

« ...to be an excellent council that represents the
interests of all residents by providing high qual-
ity services recognised as delivering good value
for money.

« Excellence in financial planning and manage-
ment is vital to achieving [the council's vision].
Similar statements can be found among the 10
lowest-scoring councils:

» ...provide services in the most efficient manner
possible.

» ...make best use of our resources.

» ...continually improving financial management
and delivering value for money services.

Indeed how could a council meaningfully have
the opposite as a corporate aim? But therein lies
the weakness. A simple statement of this nature
means nothing unless it enters the culture of
the organisation. And it is here that members
play, or could play, a vital role. And | am not sure
that as a class we are quite as involved in the
back-end of the efficiency debate - the clear set-
ting, monitoring, challenging and responding to
information available to us through performance
indicators and management - as we should be.

Why does it matter?
There are three reasons why this is important.
The first is the signal that senior councillors are

sending to the officers about their own priorities.
If efficiency is the elephant in the room, seen as
essentially self-contained and so obvious that it
does not need constant attention, then officers
will inevitably focus their attention on the issues
in which members are showing an interest. Since
many efficiency savings involve reductions in
staff numbers (our greatest cost) and outsourc-
ing, this can be difficult for managers who have
to make long-standing colleagues redundant

- if the impression is given that councillors are
not too worried about this there is a possibility
that the courageous decisions needed from the
strategic management of the authority will not
receive the attention required.

Second, the elected member body itself can
be a considerable obstacle to efficiency. There
are a number of authorities where frontline
members do not feel engaged in the visioning
and high-level, big-picture stuff. My impression
is that this may have become more serious since
the introduction of various "strong leadership”
models such as directly-elected mayors or cabi-
net/executive structures, though | doubt there
was ever a golden age in which all members
were closely involved in authority-wide issues.
One response of frontliners to this perceived
exclusion is to become more ward-focused and
to spend more of their time micromanaging
issues at an operational level. This can divert
considerable amounts of time and effort of senior
managers away from the strategic-level issues
that can deliver greater efficiency towards either
directly responding with councillors over ward
issues or managing the fallout and bad feeling
that can be caused by low-level bullying of staff
by members. A sense among all councillors of
how damaging this is to the efficiency of the
organisation is an important element of ensuring
that members do not become a barrier to greater
efficiency rather than a driver.

The third reason, and perhaps the most
important, returns to the question of what the
councillors are trying to achieve on behalf of
their residents. If we are unclear about this issue,
if we do not send a clear signal to the strategic
management of the council as to what we want
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to be done and, just as importantly, what we are
prepared to let go, then the efficiency agenda
cannot really get started. Simply providing an
outdated or low priority service more efficiently
does not necessarily improve value for money.
Of course efficiency savings are worthwhile,
and better techniques in terms of procurement,
project management and partnership working, for
example, can deliver cost reductions. But, in real-
ity, these are likely to be largely, if not entirely,
swallowed up by reductions in resources in real
terms when the greater demands and costs piled
onto local government are taken into account.

What are we for?

Government at any level can only be justified if
the resources we are taking from the community
(and removing value from through our own bu-
reaucracies) can be reinvested in the community
to greater effect. To be able to judge this certainly
involves managing performance carefully, say
against best-in-sector benchmarks, but it is much
more. It is a matter of clear political vision and a
detailed picture, based on understanding the var-
ying needs within our communities and enriched
by our political values, as to what that reinvest-
ment should involve. After all, there are an infinite
number of “nice" things we could be doing, but
however "efficiently” we might do them, if we try
to do them all we will achieve very little. All these
efficiency gains can only make sense against the
background of what the "value" is that we are
spending other people's “money" to achieve.

Malcolm C Grimston has been a Conservative mem-
ber of Wandsworth Council since 1994. Since 2003
he has been a lead regional peer at the Improve-
ment and Development Agency, with responsibility
for London and the south east, working in a wide
range of councils on diagnostic and developmental
projects. He has been involved in the development
of several new products, including the Top Team
Development programme and the Ethical Govern-
ance Toolkit. He is an associate fellow at Chatham
House, conducting an investigation into the future
of civil nuclear energy and is a regular media con-
tributor on energy and nuclear matters
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Local government

saves

by Jamie Carswell, London Borough of Hackney

| told a somewhat startled LGIU

fringe meeting last year that

"procurement is sexy". By which
b f | meant that without the efficien-

j.',;,,, ‘ cies that are being delivered by

ok better procurement and Gershon
savings it would not be possible to deliver the
improved services that members were elected to
make happen. Efficiency is political.

My experience over the past nine years of
lows and now highs in the London Borough of
Hackney is a good example of this: the reason
we are able to tu