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Introduction

1. The Strategic Technological Partnership (STP) was formed in 2004, the partners being Suffolk County Council (SCC), MSDC (Mid Suffolk District Council) and British Telecommunications plc (BT).  Services provided under the terms of the contract include Human Resources (HR), Finance, Revenues and Benefits, Information and Communication Technology (ICT) and Public Access.  Customer Service Direct (CSD) is the operational branch of the STP, which enables the contract to be delivered in practice.  The contract is for a period of 10 years, expiring in May 2014.  The councils have the option to extend the contract for a further period of up to five years.
Main Body of Evidence

The following provides answers to the key questions detailed in paragraph 3 of the covering report.

What were the Council’s objectives for joining the Strategic Technological Partnership?

2. The objectives for the partnership were first spelt out in a paper presented to the Executive Committee of SCC on 9th April 2002.  The main drivers for seeking a partnership arrangement were:

a) to deliver a vehicle to drive forward a scale of change unprecedented in Suffolk;
b) the need for some specialist skills in some areas;
c) the need to open access to developing thinking and research;
d) significant financial investment needs.
3. The partnership was also seen as a means of delivering the “e-government agenda”.  This agenda included:

a) using electronic processes where possible to make internal management and administrative processes more efficient;
b) using electronic processes to enhance access to public services and information to the service user;
c) using electronic opportunities to create new ways of engaging with the citizen in a public democracy.

4. On Public Access the main elements were:

a) developing the Internet and Intranet website to make information more readily accessible, both to the public and to our own staff who answer questions from the public;  
b) implementing a new search engine, new ways of grouping information to respond to the most frequently asked questions, extended information content with links to specialist services so that citizens would be able to more easily find out about general or specific services that they are interested in or which they receive.  This would enable a citizen, or an officer of the council on behalf of a citizen, to search our web information in a variety of ways (e.g. by theme or by subject) for easier access to what they needed;
c) providing more access centres in conjunction with other agencies and a council contact centre which could respond to 80% of enquiries with an informed answer through links to information using our website;
d) developing a knowledge management system, which would over time, generate answers to the common enquiries and respond with added value to each enquiry;
e) developing a range of standards across technology which would allow us to move information across the council to wherever it is required and so allow us to respond to citizens’ queries.  This would also provide real time management information to assist in planning service delivery in response to expressed demand;
f) moving individual service records into electronic systems to achieve both efficiencies in processes and easy access to the integrated record of an individual across service specialisms – developing protocols for sharing that data in line with the principles of the Data Protection Act.  In this way a citizen would call with an enquiry, without having to explain all of the detail that they had previously given to the council, and receive an informed response or update of the service provided;
g) developing an integrated network management service, with enhanced standards of security and coverage, to achieve connection between services and to ensure we make the most efficient use of our investment in this core building block of e-government.

What is the business model for the County Council’s partnership with CSD?

5. The business model involves service delivery through a joint venture company, CSD. CSD is owned by BT (80.1%) and in part by SCC (16.4%) and MSDC (3.5%). The joint venture arrangement is typically used when the staff are seconded to the service provider organisation. The business model provides that the core services are delivered at the same price that the HR, Finance and ICT services cost the two councils at the start of the contract period of ten years. The fixed cost is subject to indexation to cover the contractor against the cost of inflation over the ten year period. The business model required an investment of £52m by BT in the contract to deliver substantial improvements in the infrastructure and the processes needed to deliver the services. The joint venture would earn its profit and recover its investment by making efficiency savings and reducing the cost of providing the services.  In 2004 the approach taken by Suffolk was seen as highly innovative, given the range of services provided, and the fact that it involved both a county council and a district council with a private sector partner.
What examples exist of similar local authority partnering arrangements?

6. Local Authorities (LAs) have evolved different and separate approaches to the issue of buying in support services from the private sector.

7. Contract Strategies


Some LAs have appointed a single contractor to deliver a range of services, similar to the CSD model, while others use specialist contractors to deliver separate services.

8. Employment Model
LAs use a number of methods to provide the staff resources to support the services:

a) TUPE (Transfer of Undertaking Protection of Employment) - under these arrangements LAs transfer staff to the contractor at the time the contract is awarded, under the TUPE regulations. 
b) secondment - this is a less common approach. Under these arrangements staff are seconded to the contractor for the fixed period of the contract or until the contract is terminated;
c) for services that have not previously been handled in house, it is normal for the contractor to supply the staff.

9. LAs with BT Contracts

Information about contracts BT holds with other Local Authorities is listed below (financial data has been provided by other LAs and has not been checked by SCC):
a) Liverpool

The contract was initially for 10 years, from 2001 with a total estimated value of £300m and BT investment of £45m. The contract has now been extended for a further 5 years. This is a joint venture with the primary drivers of value for money and opening up trading opportunities for external business. The contract covers HR, ICT, Revenues and Benefits, and Customer Services.
b) South Tyneside
This is a new partnership, signed in October 2008 with primary objectives of regeneration, job creation and reducing local unemployment. The contract is for 10 years, valued at £184m over the full term plus an additional commitment of £50m from BT to spend on the development of two local business centres.  Investment from BT in the infrastructure of South Tyneside is £24m.

c) Edinburgh

The contract is for ICT services only, with the objective of transformation and developing business cases for value added services. The contract runs until 2016 following renegotiation at the end of the first three years. Early problems arose from having a weak client and lack of direction. The client team has been strengthened to a team of 15-20 covering records management, compliance and security, service and contract management.

d) Sandwell (Birmingham)

The contract was signed in April 2007 for 15 years with a value of £300m. 500 staff were given the choice of either being seconded into the partnership or being TUPE transferred, with the majority opting for secondment.  BT are to invest £45m and develop a regional business centre by year 3, which will be used by all staff in the partnership, thereby helping the authority to rationalise office space. Over the term of the contract there will be 450 jobs created. Services in the contract will be subject to a 3 year service improvement programme.

e) Rotherham

This is a 12 year contract starting in 2003, with £30m BT investment. Services covered include HR, ICT, Procurement, Revenue & Benefits and Rotherham Connect. Staff were seconded, not TUPE transferred, with 600 staff involved.
What financial costs and benefits did the County Council expect from the partnership?

10. The basis of the business case for the CSD partnership was that the HR Finance and ICT services would be modernised and run, and a public access service created. This was to be achieved without increasing the cost to the councils above what was paid for the HR, Finance and ICT services at the start of the contract.

11. A key part of the CSD contract was an improvement plan for each service, which involved substantial investment in systems and process improvement, which cost £52m. There was no “cost” to the councils for these improvements or investment. 

12. Recovering all investments and any profit on the contract for BT was to be managed within the baseline costs that the councils were already paying or by expanding the business through acquiring new customers.

13. The CSD contract therefore was designed to save the county council money, not by returning cash to us, but by delivering substantial improvements in services (including the creation of the Public Access service, HR Self Service, an improved financial system and enhanced ICT capacity across the board). 
14. Had the CSD contract not been introduced, the county council would have had no choice but to find substantial sums to improve its ICT services, which were in a very poor state.  It is likely that it would also have been required to invest substantially in HR and finance services.  All these costs were avoided through the CSD contract.  CSD delivered an enhanced web presence, including for the first time the ability to conduct transactions online, and delivered the council’s first joined-up call centre.  All this was achieved without additional charge to the county council.
15. Table 1 shows the county council’s original business case for the contract when it commenced. It explains how the base contract costs were to be funded. The table details the calculated budgets for the services, totalling £298.5m over the 10 year life of the contract. The case also includes additional costs to the council for providing a client side to manage the contract and for paying anticipated redundancies.

16. A calculation was made to reflect the element of the contract that gives the county council a share in profits made on new business won. At the start of the contract it was assumed that CSD would acquire new customers and grow their business, leading to income to the county council of £8.3m over 10 years. It was acknowledged that this profit would not be available until the later years of the contract.   

17. The different approach to Public Access services within CSD was anticipated to streamline the way the council managed contact with the public, and deliver considerable efficiency savings within the council. It was anticipated that these savings would amount to £7.8m over 10 years and be available to meet the contract charges.

18. In total therefore the planned level of funding over the 10 year contract exceeded the proposed contract charge by £10.9m. This surplus was to be ploughed back to fund the replacement of certain ICT equipment (known as the Technical Refresh), for which no budget existed.  

Table 1 – Original Business Case
	SCC’s Original 10 Year Business Case
	
	

	SCC Funds
	
	10 year

£m

	
	Finance
	47.5

	
	HR
	75.4

	
	ICT 
	142.2

	
	Public access
	33.4

	
	
	

	
	Total
	298.5

	
	
	

	SCC costs (client side, redundancies)
	
	-2.6

	
	
	

	3rd party income
	
	8.3

	Public Access back office savings
	
	7.8

	
	
	

	Total affordability
	
	312.0

	CSD charge
	
	301.1

	
	
	

	Business case surplus
	
	10.9

	
	
	


19. The cost of the core contract, after contract signature, reduced to £29.4m per annum.  This change resulted from a rebasing of inflation costs that occurred around the date of contract signature, and other minor late changes reflecting service delivery issues.
To what extent are these benefits being realised?

20. The business case has largely been delivered. All the promised improvements to services have now been completed and the costs of these improvements have been absorbed within the baseline contract costs. The Chartered Institute of Public Finance & Accountancy (CIPFA) reviewed the partnership in December 2007. The key findings were that:

a) “CSD has played a critical role in delivering better customer services and improving access to those services. In doing this, it has met (and in some cases exceeded) its contractual obligations and targets - some of which are increasing over time;
b) it has put in place an infrastructure that will allow for further improvement in corporate performance, but which also lays the foundations for business expansion;
c) across senior and middle management there is an ambition for growth, in terms of increasing client numbers and service.”

21. Elements where the assumptions included in the business case have varied since 2004 are explained below. 

22. Public Access gap 


The contract included a calculation of the value of public access work and the number of staff carrying out this work that would transfer to the partnership. The actual number of staff transferred was lower than agreed, leading to a smaller value of work to CSD than we had committed to as part of the contract. BT made a claim for the financial impact which resulted, but under a compromise settlement it was agreed that the three partners would share this cost, and the two councils would collectively pay half the original claim.  For the county, this amounts to some £0.5m per annum.
23. Lack of 3rd party income


The business case assumed that CSD would earn profit from new business. This has been further complicated by the LGR process, which has been in play since April 2007 and had a significant impact on business growth.  At a time when CSD should have been expanding, efforts were put on hold in order to protect the existing contract and support the new authorities.  There was also a reluctance by districts and boroughs to join the arrangement. To achieve the anticipated scale of third party income would require CSD to win a contract or contracts of a similar size to the one it has with the county council and MSDC.  With five years of the contract remaining, it would not be prudent to rely on expansion on this scale. 
24. The council is therefore planning to close this financial gap by making a contribution from the business transformation reserve each year. This will reduce the potential risk to the council, but reserves will be replenished if additional income is earned.
25. Back office savings


While the county council has made considerable back office efficiency savings in the years since signing the CSD contract, these have been retained in directorates, as they are very widely spread and are difficult to quantify and realise. They have not therefore been used to pay the contract cost as was originally assumed. Directorates have retained the savings, which have contributed to their annual efficiency targets. Early in the life of the contract this difficulty was understood. This therefore removed the surplus on the contract that was intended to pay for the costs of replacing ICT equipment. As these savings were being realised across the county council in total, it was both prudent and rational to identify corporate funding to meet this cost.

What is the County Council’s current financial commitment to the partnership?

26. The council commitment to the core contract is £29.4m per annum. The contract increases each year by inflation, which is calculated based on the agreed national pay award and the Consumer Price Index (CPI) rate.  The impact of inflation since the contract was signed to date is £3.8m per annum.  There will be a further calculation of inflation for 2009/10 in March 2010.  This is estimated to be between 1% and 2%.
27. The contract is also adjusted for agreed changes in scope and workload which are commonly referred to as “change controls”.  Changes impacting in 2009/10 include changes in the scope of work carried out by CSD that mainly took place early in the contract, and are charged on an annual basis. These scope changes include the transfer of more strategic finance work to CSD, the transfer of Connexions staff to enhance joined up working and the need to purchase Ofcom (Office of Communication Regulation) radio authority licenses.  These scope changes total £3.2m.
28. Other changes arise from new work negotiated corporately or within directorates.  These changes are funded by directorates and total £11.9m in financial year 2009/10.  They include projects which support frontline service delivery and key back office systems. Examples of changes having a financial impact in financial year 2009/10 include:
a) Customer Journey project for ACS (Adult and Community Services) - £2.7m;
b) support to the extended curriculum changes in schools - £0.8m;
c) the Home Access project, set up by BECTA (British Educational Communications & Technology Agency) to provide low income families with computers and internet access - £0.3m;
d) the Aim Higher project to create a website to support activities for disabled children - £0.2m;
e) the cost of preparing for GCSX (Government Connect Secure Extranet - a secure private Wide-Area Network which enables secure interactions between connected Local Authorities and organisations) compliant - £0.4m;
f) upgrade from VPN (Virtual Private Network) to SNC (Secure Network Connection) – £0.9m.
Some of these charges are ongoing.
What services are provided under these financial arrangements?

29. Customer Contact


CSD’s Public Access operation delivers over 400 council services to citizens of Suffolk through contact centres, walk in centres, and online at www.csduk.com. The main contact centre is in Stowmarket, and is supported by a smaller contact centre in Needham Market.  There are ‘walk in centres’ in Stowmarket, Needham Market and Eye offering face-to-face services including payment facilities and general enquiries. 

30. Contact Centres/Walk in centres/Online
CSD continues to develop and promote products to enable citizens of Suffolk to pay their bills, report problems and request services of SCC and MSDC. Improvements in process have resulted in:

a) 96% of calls being resolved at first point of contact;
b) 78% of calls answered within 30 seconds; 

c) an increase in web transactions from 14% to 24% of all transactions;
d) customer satisfaction increasing to 97%, from 89% in March 2006.

31. CSD’s Student Support Team 


The Student Support Team has in the past supported students in Suffolk by processing applications for loans and grants. This work is now done by central government.

32. Customer First


CSD’s Customer First service is the first point of contact for all social care customers across Suffolk. Social Workers, Community Care Practitioners and Occupational Therapists are part of Customer First and are able to undertake assessments over the phone and directly arrange services for citizens.  

33. Services to schools

a) Schools

The CSD Schools team delivers Finance, ICT and HR services to over 350 Suffolk schools. Schools have the option to buy into these services each year. Customer feedback is regularly sought.

b) Schools Admissions

CSD’s Schools Admissions Service receives and processes on behalf of the LA 18,500 applications to ensure children are allocated a place within a Suffolk school, with 96% of parents receiving their first school preference. The team is integrated with colleagues in the Public Access Contact Centre to ensure service provision to parents and carers is a seamless experience.
34. Human Resources (HR)

CSD’s HR team delivers a full range of HR services, including payroll and pensions, and currently handles over 210,000 calls and emails a year.

35. Information and Communications Technology (ICT)

CSD’s ICT team installs, supports and maintains all the computing and communications technology in use by SCC, MSDC and CSD across the whole of Suffolk.  Over 110,000 calls and emails a year are handled by the IT Helpdesk, with 65% being resolved at the first point of contact.

36. Finance
The CSD Finance Team makes around 500,000 payments to suppliers and recovers over £150m of debt a year.  It also ensures that the financial ledgers are accurate and up to date, and supports approximately 600 budget managers in SCC and MSDC to make sound financial decisions.  There has been a significant improvement in our financial reporting and accounts, with a consistent score of 3 out of 4 for use of resources - in contrast with a previous score of 2 for use of resources, and 1 for financial reporting in earlier years.  The more recent investment by CSD in the upgrade of Oracle Financials (Project Matrix) has further improved our financial systems and processes.
How does the county council measure and monitor the performance of its financial commitment to the partnership?

37. The governance arrangements for the contract are shown below and provide the means of monitoring the contractor’s performance. The data needed to monitor the contract is provided by CSD as a monthly report. The key documents are the Client Report, Key Performance Indicators (KPIs) and the Service Level Agreement (SLA).  A Section 151 report on financial activities is provided to the Head of Strategic Finance.
Governance Structure
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38. The Joint Venture Board has statutory responsibility for the accounts and oversight of CSD.
39. The Partnership Management Board Terms of Reference are:

a) to support the CSD Board in delivering the strategic objectives of the partnership;
b) to take overall responsibility for ensuring the partnership is operating successfully;
c) to ensure the vision and objectives of the partnership are realised;
d) to approve and support an effective communications strategy;
e) to ensure that an exit strategy is in place and updated;
f) to deal with contractual issues not resolved by the Contract Review Board;
g) to ensure benefits are realised by all parties;
h) to undertake succession planning for key roles;
i) to identify scope of future “outsourcing” opportunities;
j) to monitor status and resolve issues around the “Relationship”;
k) to receive feedback from CMR (Corporate Management Board)/CSD forum (SCC) and the Management Board (MSDC) via the SRO (Senior Responsible Owner) and SRIE (Senior Responsible Industry Executive).
40. The Contract Management Board is responsible for:

a) general service performance, including volumes and trends;
b) performance measures against service specification- KPIs, SLAs;
c) understanding, owning and resolving issues and risks from CSD, SCC and MSDC;
d) business initiatives and development;
e) oversight of major projects;
f) finance summary;
g) issues escalated from forums and cascade of information to the forums;
h) feedback to and from forums and cascade of information to the forums

i) feedback to and from Partnership Management board;
j) contractual issues;
k) compliments, complaints and comments.

41. The six forums are responsible for:

a) providing future direction to the service team through the communication of new requirements; future prospects and prioritisation;
b) reviewing service performance;
c) reviewing performance measures against the service specification/ definition;
d) understanding, owning and resolving any operational issues in the service area; 

e) reviewing and addressing resourcing needs, prioritisation and utilisation;
f) providing a primary point of contact interface between SCC/ MSDC for the service area and CSD;
g) communicating progress on committed initiatives and developments;
h) providing feedback to and from the Contract Management Board;
i) managing the compliance of SCC and MSDC policy in the area;
j) ensuring annual strategy is agreed for the area.

How does the County Council assess overall value for money?

42. The procurement of service contracts of this size and scope are advertised in the Official Journal of the European Union. Tenders are issued and proposals evaluated. Contracts are awarded to the contractor who offers, inter alia, the most economically advantageous tender. Competition is the main mechanism used by the Government to ensure that Value for Money (VFM) is achieved. The contract defines the services that are to be delivered and the costs of these services. The contract governance arrangements ensure that the contractor delivers the services in accordance with the contract. 

43. We are exploring with others how benchmarking could provide additional assurance to us that the services provided continue to offer VFM. As noted in paragraph 6 each LA has developed its own approach to buying in these services from the private sector. It is therefore very difficult to get meaningful “like for like” comparison with other organisations. We are currently talking to CIPFA to access the value of joining their corporate service VFM indicators club. The information provided will give us some very high level indicators and will then allow us to understand or explore the different approach taken by other organisations.

What flexibility exists for the County Council or CSD to vary the arrangements for the provision of services?

44. The councils or the contractor may issue a Notice of Change to the other party. The contractor then provides an estimate of the likely impact of the change. If the councils wish to go ahead with the change then the contractor will produce a more detailed change proposal. The change request is authorised by the councils. CSD implements the change request and charges the councils. Examples of recent change requests are identified in paragraph 28.
How are cost implications arising from variations in service considered where the variations are proposed by:

a) Suffolk County Council?

b) CSD?

45. Change requests that SCC and CSD raise go through a formal process of authorisation. This authorisation comes from the Service Office which requires the change, and is agreed by the county council client side. Nigel Blake (Head of Strategic IT) deals with all ICT requests, Sally Marlow (Head of Strategic HR) deals with any HR changes and Geoff Dobson (Head of Strategic Finance) with finance change. All requests must be supported by an approved budget, have a business justification, and have the correct budget code allocated against them.
46. Significant change controls are benchmarked against market rates.  For example, a change control for the annual PC Technical Refresh was recently challenged and savings of some 6% achieved.

47. Our future plans for the contract
Approaching the mid term of the contract, May 2009, it was agreed that it would be sensible to look at the partnership and develop plans to take the contract forward over the next five years. As a result of this Mid Term Review we have developed an action plan for taking matters forward – ‘Closing the Gaps & Enhancing Collaboration Action Plan’.  A progress and reporting structure is in place and actions are underway. The plan covers four work streams:

a) Work stream A – strategy and commissioning. Under this work stream, we have revised the Vision, Values and Behaviours and Objectives of the contract to take us through the next 5 years. Also underway are plans to improve the commissioning process including a drive to move more change towards a standardised Catalogue approach.  
b) Work stream B – channel shift, benefits realisation and process improvement. This is concentrating on various process improvements and efforts to realise further benefits from previous capabilities and investments. 

c) Work stream C – commercials. This area is looking at a revision of commercial issues and performance measures to improve service and value for money. 
d) Work stream D – governance, partnering and communications. Under the last work stream, governance is under revision with the aim to standardise and improve. Also included is a communications plan to revise both internal and external communications. Finally, the reinforcing of the Client Side is covered to bolster this important element of the relationship.

Glossary

BT 

- 
British Telecommunications plc
CIPFA 
-
The Chartered Institute of Public Finance and Accountancy
CPI


-
Consumer Price Index
CSD


- 
Customer Service Direct

GCSX

-
Government Connect Secure Extranet
HR 

- 
Human Resources

ICT 

- 
Information and Communication Technology 

KPI

-
Key Performance Indicator

LAs 

- 
Local Authorities

MSDC 
- 
Mid Suffolk District Council

PA 

- 
Public Access.  

PRINCE 
- 
Projects in Controlled Environments

SCC 

- 
Suffolk County Council

SLA


-
Service Level Agreement
SNC


-
Secure Network Connection
SRO


-
Senior Responsible Owner
SRIE


-
Senior Responsible Industry Executive
STP 


- 
The Strategic Technological Partnership

TUPE
Transfer of Undertaking Protection of Employment Regulations – these protect employees' terms and conditions of employment when a business is transferred from one owner to another. Employees of the previous owner when the business changes hands automatically become employees of the new employer on the same terms and conditions, as if their employment contracts had originally been made with the new employer. Their continuity of service and any other rights are all preserved. Both old and new employers are required to inform and consult employees affected directly or indirectly by the transfer.

VFM

-
Value for Money

VPN

-
Virtual Private Network
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