Demanding value
from outsourced contracts
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The situation

The local authority landscape is littered with outsourcing deals gone wrong. There are a number of
reasons why these deals have been unsuccessful and are not providing the value that was hoped for.
The implications are wide-ranging and not only cost the council a great deal of money, but the lack of
flexibility in the contracts can be a barrier to the organisation moving forward. However, done right and
managed properly, the outsourcing of key services has the potential to deliver remarkable value for
money.

So what happens if a council realises a contract is no longer delivering value for money? Should they
invest a lot of money in re-procuring contracts only to risk ending up not much better off than they were
before? Or do they stick it out, hoping to change the current contract by negotiating an extension?
(Another option is to bring back in house and decide outsourcing is impossible.) Or is there another way
to deliver the benefits that outsourcing promised?

This was the scenario facing Lewisham in late 2004, with the opportunity to extend supplier contracts
from October 2006 onwards.

‘IMPOWER share our ambition to deliver better services to the public in way that is more efficient — their
team have added insight and value during every step of the process from the initial review, through to
the procurement process and the selection of a new supplier.”

Roger Fowles, Head of ICT Strategy and Commissioning
London Borough of Lewisham

The project

Lewisham has proved that by taking a careful step-by-step approach to a project of this kind, it does not
have to be the risky process it may first appear to be.

Lewisham has reached a situation where they will have an ICT service that saves them in excess of
£2m a year, ongoing, on previous service costs. These are benefits that are realised from the moment f&

the new contracts are in place, thanks to a significant reduction in the annual charges for providing the

service. The new contracts, with SunGard Vivista, are also sustainable, providing the flexibility that
Lewisham will need to respond to changing circumstances in the future.
The five key factors behind the success of this project can be summarised as follows:

=» Willingness to address a problem and commitment to act to resolve it
Lewisham suspected that their existing ICT contracts were no longer delivering the valu they |n|t|ally
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