THE FUTURE OF INSPECTION AND ASSESSMENT: Annexe A
SOLACE’S RESPONSE TO PROPOSALS FOR THE USE OF RESOURCES ASSESMENT 

Introduction

1. This paper has been drafted in response to the Audit Commission’s formal consultation on the approach to assessing use of resources (UoR) from 2009. It forms part of a wider response to the parallel consultation on proposals for the Comprehensive Area Assessment (CAA) framework.

2. The response represents the views of SOLACE members and has been informed by comments from other representative organisations including the County Councils Network, the Society of County Treasurers and the Chief Executive's Corporate Support Network.
3. The first section of this response summarises our views in relation to three aspects of the proposals, covering:

· UoR as an element of the CAA framework; 
· the specific proposals for UoR; and
· the methodology set out in the key lines of enquiry (KLOE). 

The second section of this paper proposes an alternative framework and approach, which we believe addresses many of the concerns raised.

4. We recognise that the UoR assessment has, in the past, been a powerful driver for improvement, promoting high standards of governance and accountability and challenging organisations to deliver better value for money. The starting point for this response is our clear understanding of the importance of good governance and our absolute commitment to having ‘proper arrangements’ in place for the use of public money.
Use of Resources within the CAA framework

5. We welcome the opportunity to comment on the Commission’s proposals and support the proposed move towards a more proportionate judgement based on outputs and outcomes rather than processes. We are, however, greatly concerned that the reality of these proposals does not match the rhetoric, and that councils will be faced with a greatly expanded assessment at increased cost, but with little apparent increase in benefit to the customers and residents we serve.

6. In April 2007, the Audit Commission published a possible vision for CAA
. This described the intention for CAA to be:

· Relevant to the quality of life of local people. In keeping with the move to more local targets, CAA will focus on what matters here, and to whom.
· Area and outcome focused. By focusing more on outcomes in an area or place than processes, it will try to analyse the things that matter most if citizens are to enjoy a decent quality of life. 
· Constructive and forward-looking. CAA will contain a forward-looking assessment of risk, not rely solely on judgements of past performance.
· Joint and participative. CAA will be jointly developed and implemented by all the key regulators, government departments and sector representatives.

7. While we fully support the principle that CAA should provide local people with assurance about how well run local services are, and that it should also provide accountability for the use of public resources, it is difficult to see how the proposals for UoR fit with the spirit of the Commission’s vision or that of the White Paper
 which preceded it. 
8. In particular, the White Paper stressed the importance of delivery in partnership for an area. A well designed assessment framework could provide greater incentives for partners to work together. A framework focused on shared outcomes would encourage co-operation and support the aspiration, shared with central government, that LAAs become the central delivery contract between the local public sector and Whitehall. In contrast to this, the scale of the proposed UoR places an unbalanced focus back on individual organisations. Rather than focus partners on shared outcomes, the proposals risk fragmenting activity as service providers each focus on their own organisation-based assessments.
9. In relation to the other elements of CAA, there appears to be duplication between the proposed area risk assessment and the revised UoR assessment. The proposed methodology includes a number of additional elements which were previously incorporated in corporate assessment (under themes such as ambition, performance management and capacity). These belong more appropriately in the area risk assessment – they are all important factors in determining the prospects for delivering outcomes and improving quality of life in a locality.

Specific proposals for Use of Resources

Scope, scale and cost
10. The proposals represent a significant expansion of the current assessment. Despite the Commission’s assertion that one of the ‘guiding factors’ should be a ‘more proportionate and mature approach to assessing performance’ 
 Five of the thirteen key lines of enquiry are entirely new to the assessment. Indeed, as indicated above, we are concerned that it is in itself becoming a corporate assessment. We have undertaken a mapping exercise, attached at Appendix 1, from which it is clear that significant elements of the first four corporate assessment themes have been incorporated into the new UoR. Given that corporate assessment was scheduled to take place only periodically, it is even more alarming that the Commission is suggesting that this revised assessment is carried out at every council, every year.
11. The Audit Commission is explicit that authorities will have to meet increased audit fees to pay for the expanded UoR judgement.  This is intolerable at a time when local government has received such a tight financial settlement. CLG have set a direction that inspectorates should reduce the cost of inspection by a third; it is not acceptable for the Commission to simply transfer the cost of inspection into the cost of audit. Given the real, and often very difficult, spending decisions councils need to make, it is impossible to justify increased audit fees, payment of which comes at the expense of service provision. 
12. Furthermore, the Commission seems to have taken no account of the associated additional costs to councils in responding to and supporting the extended audit and inspection requirements of these proposals. For every day taken for the Commission to assess evidence for this kind of assessment, it takes a minimum of two for authorities to pull that evidence together. Capacity will be an issue for single and upper tier authorities and an even greater issue for borough and district councils.
13. We suggest that, as an organisation which promotes and assesses Value for Money, the Commission should demonstrate that it also delivers it; either by reducing the scope of the assessment or by finding efficiencies elsewhere.
Proportionality

14. The scale of the assessment appears to be one-size fits all, with no account given to the obvious differences in scale between district and single tier or county councils, nor recognition of their different accountabilities. Although the Commission has recognised that the performance of councils in their UoR is generally good, there appears to be no room in these proposals for a proportionate approach related to risk, or in recognition of high performance.  
Scoring

15. As indicated above, making UoR a scored judgement has the potential to deflect attention away from shared delivery towards a league-table based competitive approach between individual organisations in each sector. We recognise, however, that there may be a benefit in scoring these assessments if it helps partner organisations to recognise strengths and areas of weakness and to work together to achieve improvement for the partnership.
16. There seems little rationale for the mechanistic averaging and rounding of individual KLOE scores. This seems to contradict the move away from a ‘tick-box’ approach towards a more rounded judgement, and allows for no consideration of local context or local priorities.

17. We are concerned at proposals to raise the bar, so that ‘the level of performance that might have been expected to score at level 3 in the past might, where appropriate become necessary to score at level 2 in the future’ (p.8) We believe that this will simply present a false picture of declining council performance, rather than stimulate improvement as suggested. The Commission should be aware that many councils have already decided not to aim for a score of 4 under the present system, as it is simply not worth the additional effort and cost involved. 
18. We are similarly concerned at the suggestion of the introduction of ‘dominant KLOE’ as part of the scoring rules, particularly as no additional information about this is given at this stage. We note that there will be a further consultation on scoring rules in 2008, but urge the Commission to consider carefully whether the intended benefits of this will balance the limiting effect on overall scores, and the likely limitations on allowing for local context or political choice.
Skills and capacity

19. While we strongly support the proposed move away from rigid criteria towards an assessment based on the exercise of professional judgement, we have genuine concerns about the skills and ability of auditors to make this fundamental change in their approach, and this is compounded by the introduction of new elements such as sustainability. 

20. Given the proposed scale of the assessment, and the suggestion that it will be applied to all councils and a range of public sector providers, we have serious concerns at the capacity of the Commission to actually deliver the programme of work required. This adds to our existing disquiet about the wide inconsistencies that currently exist between different audit suppliers.
The key lines of enquiry

21. Given our fundamental concerns with the overall approach and scale of the proposals, there is limited benefit in commenting in detail at this stage on the specifics of the KLOE. 

22. Much of the content is already familiar to councils as part of the corporate assessment methodology, and in many areas reflects the good practice that is already being delivered. We are, however, concerned that in its attempts to ‘raise the bar’ and base the KLOE on best practice or ‘world class’ standards, the Commission is somehow suggesting that world class is the same as adequate.

23. We are disappointed that, in developing an approach that is applicable to a range of public bodies, the Commission has either eliminated or ignored the political aspect of local government and its community leadership role; this cannot be right. Similarly, the proposals do not take account of the very different governance arrangements for PCTs and other partners. Given that the Commission is stating that the judgement will feed into a range of different sectors’ performance assessment frameworks, it is difficult to see how it will do anything other than undermine an already ‘fudged’ duty to co-operate.
24. In general, we support the move towards a ‘more strategic and less detailed’ judgement which focuses on outputs and outcomes rather than on processes. It is not obvious, however, from the KLOE that this has yet been achieved. Neither is it immediately obvious how the issues considered under the three themes will combine to form ‘a single value for money judgement’. The claim that the new assessment will give ‘emphasis to the important issues of equality and equity’ (p.9) does not appear to be supported by the KLOE as they currently stand.
25. We recognise that sound governance and ethical conduct are key components of excellent service delivery and strong community leadership. However, the Commission appears not to have taken into account that councils will be producing an annual governance statement from June 2008. Given that this is a statutory requirement, we would seek assurance from the commission that it will inform the UoR judgement rather than duplicate efforts.
26. Finally, we have reservations about the introduction of KLOE 3.1 relating to the effective use of natural resources. This is an aspect of public service provision which can only be delivered in partnership, and which has a significant impact on quality of life. It would therefore seem to be much more appropriately considered as part of the area risk assessment. Given that this is an area that is still open to widespread debate about the best approach, we would also seek assurances that, rather than seek to drive through a central government agenda, the Commission’s judgements will take account of local views and political choice.
A possible alternative CAA framework

27. This response has, so far, set out our concerns with the Commission’s proposals for assessing use of resources. Given that these are fundamental and wide-ranging, we would ask the Commission to reconsider not only the specific methodology for use of resources, but also the overall shape and framework of CAA – assuming the Commission still feels it necessary to deliver this assessment at all.
28. By doing so, the Commission would have a stronger chance of convincing local government and its partners that this is a new framework, relevant to the context in which we work, rather than just a re-presentation of the old one.
29. We propose that the new CAA framework should consist of just two assessments – one of delivery of outcomes in an area and one of the effectiveness of the individual organisations which work in partnership to deliver those outcomes.
30. This approach can still provide the assurance that Government requires and our citizens deserve; it is far more likely to drive improvement and it is infinitely more simple and straightforward for the public to access and understand.
31. Briefly, we propose that the two elements are:

a. Area assessment 
This should focus on delivery of the Sustainable Community Strategy (SCS) and Local Area Agreement (LAA). In a two-tier area this should be based on the county-wide strategy and LAA, for which the county council is the accountable body, but which district councils and partners will ‘have regard to’. The assessment should be based around the five questions articulated in the CAA consultation (p.17). The starting point could be an LSP annual report or self-assessment of progress in delivering the SCS and LAA. Findings of this assessment should be published as an un-scored narrative highlighting both strengths and areas for improvement.
b. Organisation assessment
An assessment of the individual organisations that contribute to delivery in the area, producing a scored judgement of organisational effectiveness. This could incorporate elements of scaled-down UoR and direction of travel assessments, together with a judgement on how well each organisation is working in partnership and contributing to the shared outcomes for the area. Looking at the individual judgements in the round could help partnerships to understand blockages to delivery and could support shared learning and drive improvement.
32. Clearly there is just as much potential for the organisation assessment to become another form of corporate assessment, with the associated issues of scale and cost. To avoid this, the organisation assessment must be carried out in a proportionate way.
33. We suggest that the full assessment is carried out over a three year period. Work to provide minimum assurance could be undertaken each year, with the remaining elements of the assessment scheduled in relation to performance levels or risk assessment.

34. We would be happy to work with the Audit Commission and other Inspectorates to work out the detail of such an approach, and we are confident that it could provide an effective performance assessment framework, which reflects the context in which pubic services are delivered.

22 February 2008
� The Transition from CPA to CAA, Audit Commission, April 2007


� Strong and Prosperous Communities the Local Government White Paper, Communities and Local Government, October 2006


� Use of Resources 2009, Comprehensive Area Assessment consultation, Audit Commission, Nov 2007





7

