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1. Introduction

The purpose of this paper is to outline local government’s response to the
efficiency challenge set by Minister Poots to deliver in the order of £438m
efficiency savings. The model proposed is in line with best practice across the
wider local government sector and presents a workable and flexible solution.

It should be noted that there is significant doubt across the sector concerning
the accuracy of the figures presented in the PwC report. Therefore this paper
is presented for illustrative purposes as a basis to negotiate efficiency targets
with each council, which are significantly in excess of option 4 and which will
mirror the order of savings presented in option 5.

Furthermore while there has been significant engagement across the sector
and there is broad agreement with the principles, due to time constraints the
paper has not been endorsed by individual councils.

2. £438m Efficiency Target - what it means for councils

Local government recognises that delivering value for money to the ratepayer
is one of its key objectives. While local government has already stated its
concerns with the regards to the PWC financial projections, it recognises the
importance of delivering the £438m efficiency target over 25 years, as
identified in the PWC economic appraisal under option 5. Underlying the
£438m savings are two types of ongoing annual savings — i.e. transition and
transformation savings (Appendix 1).

(a) Transition Savings

The transition savings of £10.7m are derived mainly from reductions in the
senior management teams and councillors in the new councils and apply in
options 2 to 5. These are fully accepted by local government and a target will
need to be given to each local authority by the DOE to achieve their element
of the overall £10.7m target, based on the extent of mergers within each new
cluster.

(b) Transformation Savings

The ongoing transformation savings under option 5 amount to some £52.9m.
Local government is committed to meeting this £52.9m target through
increased efficiency and collaboration. This £52.9m target was profiled by
PWC based on 20% being achieved in 2012/13, a further 40% in 2013/14 and
the final 40% in 2014/15. It is proposed that an annual efficiency target
should be set for each council by DOE. Based on an average split across the
11 councils, indicative targets are set out in the table below. In reality, a more



sophisticated approach to agreeing the exact efficiency target for each council

will need to be developed.
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Year Annual Cumulative Cumulative
Efficiency Target per Target per
Target per council sector
council
£m £m £m
2012/13 0.96 0.96 10.58
2013/14 1.92 2.88 31.74
2014/15 1.92 4.80 52.90

3. Key Principles (Local Government)

The following are the key principles for local government under which the
reform programme would be delivered:

Decisions about how efficiency savings should be delivered need to be
made by the people who are responsible for delivering them.

Each local authority will agree its annual contribution to the overall
sector efficiency target with DOE.

An assurance on the delivery of each council’s efficiency savings
against its target will be provided by the NIAO as part of the final
accounts process

Efficiency savings will be initially used to repay any pump-priming loan
finance provided by central government unless otherwise agreed.

Each local authority will then decide on how best to use the efficiency
savings following repayment of central government finance.

Where feasible, existing delivery mechanisms at regional and sub-
regional levels should be used in order to avoid burdening the sector
with additional overheads.

4. Key principles (Central Government)

The following are the key principles for central government under which the
reform programme would be delivered:

The reform of local government needs to be rates neutral to the
ratepayer at the point of transfer and therefore central government
should provide financing mechanisms to meet upfront implementation
costs and any upfront costs of rates equalisation.

Where efficiency savings targets are not achieved, central government
may wish to consider appropriate sanctions e.g. penalty interest
payments, withdrawal of loans or the introduction of a statutory BSO.
There will be no impact on the ratepayer for the transfer of central
government services to local government so needs to be fully funded at
the point of transfer
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e Central government will implement an improvement plan to maximise
collectable rate income to ensure NI collection rates compare more
favourably with collection rates across the rest of the UK.

e Urgent confirmation of final boundary changes so that the reform
process of reducing 26 councils to 11 can be delivered by May 2011
assuming that is still a feasible target.

5. Delivery Framework

Figure 1 below proposes a framework which will give the best possible
chance for the savings to be delivered and at the same time provide
assurance to the Minister that the savings are actually being delivered and
captured.

Figure 1: Efficiency Delivery Framework

DOE

+Sets overall efficiency target

+Agrees annual efficiency target with each council
+Provides pump-prime funding

RTC/RTMT
+Sets overall efficiency target
«Agrees annual efficiency target with each council

*Provides pump-prime funding

Councils
« Agree annual efficiency target with DOE
<Provide an annual efficiency statement

<Deliver efficiencies to deliver agreed target

NILGA
« Share best practice

« Advocate on behalf of sector on efficiency issues

NIAO

« Audit annual assurance statements

In summary, the framework proposes that the key role for central government
is to set efficiency targets and to provide pump-prime financing. Local
government will take on responsibility for achieving the efficiency targets and
decide on how they can best be achieved. The Minister will have audit
assurance that the savings have actually been delivered and grant/ loan
sanctions against individual councils can be applied if they are not delivered.

6. Approach to Efficiency

It is proposed that councils can secure the efficiency targets set out within this
paper on three levels as illustrated below.
These are:
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(a) Convergence - in the first instance local authorities will need to
concentrate on the convergence from 26 to 11 councils. The key areas for
efficiencies in this process will be around reduced staff costs and asset
rationalisation. The early phase of transition will also start to allow councils to
build the foundations which will be required to deliver further efficiencies. It
should be noted that the £52.9m transformation savings target excludes the
basic savings from transition of senior management teams and reduced
numbers of councillors.

(b) Post Convergence Efficiencies - will be delivered through:

e Converged local authorities transforming how they do business. This will

require organisations to deliver efficiencies in areas such as:

o Back office functions

o Procurement

o Asset Management

o ICT
HM Treasury has recently published their operational efficiency
programme which also identifies these same areas as the strategic drivers
for efficiency. The advice provided in this report will be used by local
authorities in NI.

e As part of the drive to deliver on the efficiency targets, local authorities will
need to collaborate at regional and sub-regional levels. This has been the
experience of local authorities in the rest of the UK where the work done to
meet the government efficiency targets has shown that there is a limit to
which local authorities can deliver efficiencies on their own. For this reason
Regional Improvement and Efficiency Partnerships have been established
to identify collaborative efficiency opportunities. In NI a number of sub-
regional delivery vehicles already exist. (e.g. waste disposal bodies).

(c) Total Place - in the longer term, collaboration around place has the
greatest potential to maximise the effective use of all public resources and
assets. This area will be closely linked to community planning and
consideration could be given to funding pilots to explore the potential of
this form of collaboration in more detail.

Approach to Efficiency
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£ 1

Collaboration around place

Post convergence —
-Regional collaboration
-Sub-regional collaboration

-Organisational transformation

W

Convergence 26-11

Shorter Term Medium-Term
Time Scale

Local government recognises that progress on these three levels of efficiency
can proceed in tandem or consecutively, depending on the circumstances
within each council. Chief Executives are committed to assigning officers to
develop workstreams for each efficiency area for Members consideration and
approval. Work has already been on-going on the processes and mechanisms
to support this and can be provided to the Minister once the principles of the
approach are agreed.

7. Next Steps

Local government is keen to work with the department and the Minister to
progress the implementation of the proposed efficiency framework and
delivery of the efficiency savings in the context of the overall local government
reform process.

NILGA on behalf of Local Government
February 2010
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Appendix 1
Excerpt from PWC Financial Appraisal
Table 5.19 — Summary of Financial Analysis

Annual Operating Costs Option1 | Option2 | Option3 | Option4 | Option 5
(Steady State) £'m £'m E'm £'m £'m

Local Govemment Costs £6232 | £7634 | £7634 | £7634 | £7634
Central Govemnment Costs £1385 £51 £51 £51 £51
Regional organisations E1.2 £35 £3.5 E35 E35
Transition Costs B8 EB8 EB8 E88
Additional ICT Costs i £26 £24 £6.1 £4.0
Transition Benefits -| @10 | (€107)| €107)| (E107)
Transformation Benefits - -| (E175) | (£351) | (£529)
Total Annual Costs ET629 | EVTT2.2 | ETS544 | E7405 | ETH.6
Implementation Costs Option1 | Option2 | Option3 | Option4 | Option 5
(One-off) £'m £'m £'m £'m £m

Transition Costs - £38.9 £36.1 £36.1 £36.1
Additional ICT Costs - £142 £213 £427 £30.8
Transformation Costs - - £210 E49.1 £59.7
Total One-off Costs £0 £53.3 £78.4 | £1279 | £126.6

MNote:

i. Costs are shown as positives with benefits shown as negatives;
i. Figures are rounded, and there may be slight differences in column totals.

ii. Implementation (one-off) costs will be incurred over period of transition and
transformation within reform programme;

r. Additional ICT Costs relate to the costs over and above those already incurred in
‘Do Nothing' steady state delivery,

v. DOn-going Additional ICT Costs exclude cost of hardware refresh (which is built into
NPC model at periods of 5 or 7 years as appropriate); and

vi. Regional bedies include NIAO, LGSC, NILGA (LGA) and NIO.




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


