
A positive approach to the efficiency agenda

Local authorities all want to provide better, modernised, customer-driven services.  But they operate
in a financially challenging environment, with tight settlements from central government and the
perennial need to keep council tax rises to a minimum.

In this context, the many efficiency drives aimed at local government, of which the Gershon review
is merely the latest (another recent example being the reduction in Area Cost Adjustment for some
councils) may not always be welcome.  Nonetheless, councils must meet their requirements, in
this case the headline savings target of 2.5% per year over three years and the production of an
Annual Efficiency Statement.

iMPOWER welcomes the Gershon report, which can and should act as a catalyst for meaningful
change.  Our concern, however, is that it focuses mainly on central government, with local
government something of an afterthought, and that as a result it fails to come to terms with both
the complexity of local government and the potential for improvement.

We believe that a productive approach to the efficiency agenda can be defined by addressing five
specific problems we have identified with the Gershon report as it applies to local government.



1. It is a distraction...
The “cross-cutting” parts of Gershon's approach
sit uneasily with current agendas for local
authorities such as the merger of social services
and education around the Children Act.  This may
distract (especially at an organisational level) from
the business of improving services and effecting
change.  The focus on cost control may also be
distracting, as some areas may need more
spending, not a freeze or reduction, in order to
meet authorities’ wider objectives.

2. It ignores the cost of cost-cutting...
The Gershon report fails to acknowledge that most
change programmes require expenditure upfront,
for example ICT investment in e-government
initiatives, or partnership work.  The annual nature
of the target discourages invest-to-save initiatives,
as many very worthwhile reforms take years before
showing a return on investment.

3. Its savings target is unclear...
Only half of the 2.5% must be cash-realisable.
Productivity can be raised without the potential to
save money, but the concept of non-cashable
“savings” is arguably meaningless:  certainly such
gains are hard to measure in service-based areas.
Even the cashable 1.25% need not be cashed,
which is good news for service improvement
programmes, but allows ambiguity as to what can
be counted as a saving.

4. It is a crude mechanism...
Gershon's uniform target across local government
is a blunt instrument.  Some local authorities
already operate more efficiently than others.  Since
savings through service cuts are, rightly, ruled out,
it will perversely be easiest for the least efficient
councils to meet the target and hardest for the
most efficient.

5. It is unambitious...
In the private sector, and in a number of councils,
advances in technology and working practices
have consistently allowed substantially greater
annual productivity gains than 2.5%.  In areas with
scope for improvement, the low target may
encourage councils to trim costs rather than to
realise the full potential of concerted change.

...so keep focused on the council’s real goals
The desire to improve services should be the
motivation for making efficiency gains.  If adequate
change programmes are underway, then the
Gershon requirements should be secondary to
them.  If not, use the Gershon agenda to kick-
start the change process.  Ensure that the people
who will deliver service improvements also have
a role in steering the efficiency initiatives:  they
will benefit from the freed-up resources, so have
an incentive to drive the process.

...so be prepared to invest for lasting change
In the areas with most scope for improvement,
the easy answer is to trim costs or correct a few
obviously illogical practices for a “quick win”.  The
right approach, however, is upfront investment in
business process reengineering and change
management, which should be repaid in time with
dramatic efficiency gains.

...but you can achieve clarity about meeting it
Identify new or existing projects that will achieve
savings, and allocate those proportionally to the
Annual Efficiency Statement. Calculate upfront
where the required savings will come from, so
that achieving the technical requirement of the
Gershon target becomes merely a matter of
sticking to plan.  Detailed business cases
underpinning all change programmes should help
achieve this.

...but you should take a flexible, fair approach
The report's blanket-target approach must not be
carried down to the organisational level.  Attempting
to trim expenditure and headcounts in areas that
already run as efficiently as is reasonably
practicable is likely to be counter-productive;
worthwhile investment programmes should be
continued.

...but you can set your goals high
In any given area, the goal should be not 2.5%,
but maximal efficiency, which may mean a saving
of 20% or more.  In one area - procurement - it is
widely accepted that the public sector has much
to do in reaching best-practice efficiency levels.
Our experience supports this view, but we believe
that similar gains can also be made in most other
areas.
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Gershon rightly focuses public attention on efficiency in public services.  However, the report's
short-termist, one-size-fits-all-councils approach distracts from the real business of transforming
public services and moving to modern, customer-driven working practices.

A good example is in customer relations management.  Setting up a high-quality customer contact
centre is expensive in the short term, but it can have a huge positive impact on customers’
experience of the local authority, and in time it should also produce substantial cost savings, as
customers start to drive the relationship with the council.  The short-term thinking that the Gershon
target may encourage must be resisted in order for such worthwhile initiatives to be continued.
A detailed business case should make the case for change.

iMPOWER has always argued in favour of real, meaningful change in local authorities rather than
a tick-box approach to whatever agenda is being pushed at a given time.

Therefore we believe the best response is to ensure that the Gershon requirements are met, by
planning to allocate savings from existing or new programmes, while not being held back from
embracing more radical change that will in the longer term achieve real improvements in services
to customers.  This should also allow long-term cost savings well above the Gershon target.
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