
 

 
 

 

AGENDA ITEM NO:                      3 

 

  
Report To: 

 
Inverclyde Council 
           

 
Date:     

 
29 September 2011

 

 Report By:  
 

Chief Executive Report No: CE004/11/JWM  

 Contact Officer: John W Mundell Contact No:  01475 712701  
    
 Subject: Review of Clyde Valley Shared Support Services Proposals  
   
   

1.0 PURPOSE  
   

1.1 The purpose of this report is to advise Council of the key findings from the Detailed Business 
Case for Clyde Valley Shared Support Services including the investment required, potential 
benefits, risks and staffing implications for Inverclyde Council if it was to enter into a shared 
support service with 7 of the Clyde Valley Councils. The report also provides details of 
alternative savings developed internally. 

 

   
1.2 The report requests the Council to consider continuing to participate in the development of 

shared support service options with other “like minded” Clyde Valley Councils.  
 

   
2.0 SUMMARY  

   
 Context  
   

2.1 Following the publication of the Arbuthnott report in November 2009 which was jointly 
commissioned by the eight Clyde Valley Councils, it was agreed by seven of the Councils to 
prepare a Detailed Business Case on the possibility of sharing the provision of “back office” 
services to ensure more effective use of diminishing resources.  The analysis is predicated on 
all seven Councils agreeing to share services at a minimum level.   

 

   
2.2 Inverclyde Council’s Financial Strategy has already helped the Council deliver substantial 

efficiencies and has resulted in a relatively strong budgetary position for 2011/12 and 2012/13.  
However, the Financial Strategy also projects the need for estimated further recurring savings 
of £20m over the period 2013/15 which equates to an approximate further cut of 10% in the 
Councils Revenue Budget. 

 

   
2.3 In the context of severely curtailed budget settlements, it is logical for councils (especially 

smaller Councils) to proactively consider sharing investment and ongoing development and 
support costs to deliver economies of scale and efficiencies particularly for ICT infrastructure, 
applications support, software licences and transactional support services e.g. Payroll. 
Standardising, simplifying and sharing of these services helps make optimum use of scarce 
resources and significantly improves business systems resilience for participating councils. 

 

   
 Business Case Proposals – 7 Clyde Valley Councils Participating  
   

2.4 From the model, a business case (summarised in Appendix 1) for sharing the support services 
of Finance, Payroll, Revenues & Benefits, Human Resources and ICT across the Clyde Valley 
exists.  At a Clyde Valley level and based on seven councils’ participation: 

 After 5 years the shared support service could generate gross annual recurring savings of 
up to £30m per annum across the participating Councils, rising to over £34m after 10 years 

 A collective investment of between £28m and £31m over the first five years will be required 
to realise these savings, but this includes some costs that may already be budgeted for by 
individual councils. These figures exclude any pre-investment that has already been 
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Analysis has shown that there is little financial benefit in sharing customer access services in 
the proposals because the financial business case is weaker for this service area, there are 
significant variations in the current levels of service integration and the strategic preference for 
sharing customer services varies greatly across the seven Councils. 

   
2.5 The model assumes that investment costs and savings will be shared by participating councils 

in proportion to the percentage of the total baseline cost of in-scope services included by each 
council.  It is anticipated that such an allocation model will be used during the transition phase. 
However, it must be understood that once fully operational, the shared service would move to a 
transactional charging based model.  In simple terms, this means that beyond the first five 
years, Councils will be charged on the basis of agreed rates and levels of service applied to the 
actual volumes of transactions processed etc.  

 

   
2.6 In total, services with a present value of up to £155m per annum, could over a 10 year period, 

transfer to the shared support service and potentially involve a transfer of up to 3357 FTE staff 
across the Clyde Valley. It is estimated that approximately 25% of these staff could leave the 
service over the first 5 years. As a result of measures that councils will require to put in place to 
address declining financial resources, it is likely that regardless of whether a shared service 
arrangement is progressed, staff numbers will reduce over the next five years and the Shared 
Service Business Case projected savings would go some way to protecting frontline services.   

 

   
2.7 A major part of the project was to identify the most appropriate vehicle for delivering the Clyde 

Valley Shared Support Services (CVSSS) vision.  An options appraisal was undertaken on the 
following options: 
 

 a lead authority  
 a joint board  
 a company wholly owned by the participating Councils (Public/Public) 
 a company jointly owned by the participating councils and a private sector partner 

(Public/Private joint venture) 
 

The Public/Public option was recommended subject to confirmation of acceptable governance 
arrangements.  Appropriate governance arrangements that ensure a “one Council - one vote” 
scenario which delivers the necessary ongoing influence on the strategic direction and policies 
of a new organisation are an essential requirement for Inverclyde Council to consider 
participation. 

 

   
2.8 With respect to the location of the future services, the seven councils were keen to establish 

whether it would be viable to utilise existing Council premises for the shared service and to 
have staff distributed across the Clyde Valley to ensure no area suffered an undue loss of jobs. 
It was concluded that a distributed model would be the most appropriate for the CVSSS. 

 

   
2.9 For a project of this scale there are a number of Strategic and operational risks which are 

specifically addressed in the Clyde Valley Shared Support service Detailed Business Case.  
Risks for Inverclyde are considered in this report and would need to be managed. 

 

   
2.10 It was agreed that each Council would take their respective views on the assumptions included 

in the Detailed Business Case on the basis of seven Councils participating and make any 
amendments prior to the presentation of the report to their respective Councils by the end of 
September 2011.  In addition, the CMT believe that it was also appropriate for the Council to 
develop alternative internal savings options. Therefore, three options have been considered 
which are:-  
 

(a) Commit in principle to sharing phase 1 only within 2 years and giving further 
consideration to phase 2 services after 5 years  

(b) Commit in principle to sharing phases 1 and 2 within 2.5 years  
(c) Do not share support services and develop alternative savings internally 
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Both the CVSSS options (a & b) and internal option (c) have been considered from a financial 
perspective within this report.  It must be understood that the figures used in options (a & b) are 
based on 7 Councils participating. 

   
 Financial Appendices Explained  
   

2.11 Appendix 2 (a & b) to this report shows the 2016/17 snapshot savings position based on the 
latest assumptions and provides an estimate of the one off costs associated with the 
implementation of the various options. 

 

   
2.12 Appendix 3 to this report shows a 10 year cash flow model for each of the 3 options.  In addition 

Appendix 3 gives the cumulative 10 year savings position for the period 2012 to 2021.  It should 
be noted that the figures contained in Appendix 3 are based on a cash position and no attempt 
has been made to provide either a net present value or a discounted cash flow on the basis that 
this would be an exercise in spurious accuracy given the broad nature of some of the 
assumptions that underpin the figures being presented. 

 

   
2.13 From Appendix 3b it can be seen that Phase 2 delivers a 10 year net saving of £4.945 million 

with a recurring savings from 2017/18 estimated at £942,000.  Phase 1 (as shown in Appendix 
3a) delivers a 10 year net saving of £4.382 million and recurring saving from 2017 of £876,000 
finally the alternative model of not signing up delivers a 10 year net saving of £2.569 million and 
a recurring saving from 2016/17 of £374,000 as shown in Appendix 3c. 

 

   
2.14 The comparison has been summarised as shown below:- 

 
Financial & HR Impacts at a glance 

 
  

Phase 1 
(Adjusted) 

 

 
Phase 1 & 2 
(Adjusted) 

 
Do not sign up 

 
Recurring Net Saving by  
2017/18 

 
£876,000 

 
£942,000 

 
£374,000 

 
Cumulative Savings 2012/21 
(Net of one-off cost below) 

 
£4.382 million 

 
£4.945 million 

 
£2.569 million 

 
One-off costs 
2012/17 

 
£2.88 million 

 
£3.05 million 

 
£0.676 million 

 
Estimated FTE employees to 
TUPE 

 
106 

 
167 

 
0 

 
Estimated FTE reduction by 
2016/17 

 
22.7 

 
27.9 

 
13.6 

 
Potential FTE reduction in 
employees working within 
Inverclyde 

 
42.4 

 
66.8 

 
13.6 

 

 

   
2.15 The CMT believe that based on the figures associated with seven Councils participating, Option 

(a) – Phase 1, which would require Inverclyde Council to share, Revenues & Benefits, ICT and 
transactional Finance and transactional HR services within 2 years is the most attractive option 
after having considered all aspects associated with the proposals.   

 

   
 Current Status  
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2.16 However, it is now known that West Dunbartonshire and Glasgow City Council have both 
decided not to participate further in the Clyde Valley Shared Support Services.  It is therefore 
essential for those Councils that have indicated their wish to continue to participate in the 
development of Shared Support Services Options, that further detailed analysis is undertaken 
to ascertain if a viable Business Case still exists to progress proposals in partnership.   

 

   
2.17 Therefore, in conclusion, the CMT believe that it is still appropriate for the Council to work with 

other “like minded” Clyde Valley Councils to develop further options which will deliver greater 
efficiencies and more robust business resilience for Inverclyde Council’s future consideration. 

 

   
3.0 RECOMMENDATIONS  

   
        3.1 The Council is asked to note the potential savings identified from the two options outlined in the 

Detailed Business Case and the alternative internal savings options and to: 
 
(a) note the outcome of the Detailed Business Case was on the basis of 7 Clyde Valley 

Councils participating in Clyde Valley Shared Support Services; 
 
(b) note, that not all Councils have agreed to participate in the establishment of Shared 

Support Services and therefore accept that the Detailed Business Case is no longer valid 
in its present form; 

 
(c) note that the CMT would only recommend participation if appropriate governance 

arrangements are included which guarantee the fundamental principle of “one Council –
one vote”;  

 
(d) note that the Trades Unions were opposed to aspects of the proposals contained within 

the specific Detailed Business Case and note that nevertheless, they are willing to be 
involved in the development of further shared support services options;  

 
(e) agree with the principle that in order to improve business resilience and address future 

financial pressures then, sharing appropriate Council Services is an option which requires 
to be seriously considered; 

 
(f) in principle, continue to participate in the development of revised shared support service 

options subject to further reports on:  
 
 1. Governance Arrangements 
 2. Revised Business Case and Resource Requirements. 
 3. An Equality Impact Assessment 
 
(g) continue consultation with the Trade Unions locally on the establishment of options for 

sharing support services and recommend meaningful engagement with the Trade 
Unions at a regional level across the Clyde Valley for the further development of these 
proposals. 

 

   
3.2 That the Chief Executive arranges for a report to be submitted to a future Council Meeting with 

revised detailed proposals for sharing support services.  
 

   
   
   
   
 John W Mundell 

Chief Executive 
 

 
 
 
 

4.0 BACKGROUND  
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4.1 Following the publication of the Sir John Arbuthnott report published in November 2009, the Leaders of 
the eight Clyde Valley Councils decided in March 2009 to explore opportunities for closer joint working 
and shared services.  On 15 January 2010 Leaders and Chief Executives agreed that four work 
streams should be prioritised: support services, waste management, social transport and health and 
social care.  It was agreed that East Renfrewshire Council, supported by Inverclyde Council, would 
lead the work stream group to review support services and that an Outline Business Case should be 
drafted for each of the four work streams and submitted to the Leaders by the end of November 2010. 

 

   
4.2 At the Clyde Valley Leaders meeting on 26 November 2010, seven of the eight Clyde Valley Leaders 

gave in-principle support to sharing support services.  Leaders were then asked to have their in-
principle position agreed by their respective Councils by the end of February 2011 and to agree that 
further work on a Detailed Business Case and delivery vehicle options be undertaken and reported 
back to them by June 2011.  On 24 February 2011 Inverclyde Council agreed unanimously to 
participate in the development of the Detailed Business Case (DBC). 

 

   
4.3 The Detailed Business Case has now been completed and was based on seven Councils participating. 

The Executive Summary was circulated to Leaders and discussed at their meeting on 17 June 2011 
and an updated version is attached as Appendix 1 to this report. It was agreed by Leaders that 
Councils would be asked to consider participation in the Shared Support Service; establish a public-
public shared services delivery vehicle; and determine the speed and extent to which their Council 
would seek to migrate services into the new vehicle. Since then the Detailed Business Case has been 
finalised and has been circulated separately to all Elected Members.  Copies of the Executive 
Summary and the full Detailed Business Case have also been published on Icon, the Council’s intranet 
and an all Member Briefing was provided on 23 August 2011 by the Chief Executive.  Additional 
briefings have been arranged for Political Groups and a further all Member Briefing was provided on 
the content of this report on 27 September 2011. 

 

   
4.4 In the context of severely curtailed budget settlements, it is logical for councils (especially smaller 

Councils) to share investment and ongoing development and support costs to deliver economies of 
scale and efficiencies especially for ICT infrastructure, applications support, software licences and 
transactional support services e.g. payroll.  Standardising, simplifying and sharing of these services 
make sense and optimise the use of scarce resources and significantly improves business systems 
resilience for participating councils. 

 

   
4.5 This report seeks to provide a comprehensive explanation of the Detailed Business Case findings and 

analysis of the implications for Inverclyde Council. To do justice to the importance of the matter under 
consideration the report has of necessity required to be quite lengthy. Full consideration of the report is 
advised but for reference to key pieces of information members can be directed to certain paragraphs 
as follows: 
 

 Development Approach                                 paras 4.6 – 4.9 
 Business Case Proposals - Clyde Valley paras 5.1 – 5.10 
 Delivery Vehicle Options & Assessments paras 5.11 – 5.17 
 Location of new shared service entity paras 5.18 – 5.2 
 Governance Arrangements   paras 5.21 – 5.25 
 DBC Risks – Clyde Valley                              paras 5.26 
 Business Case Implications for IC  paras 6.1 – 6.7 
 Financial Implications                 paras 7.1 – 7.13 
 Implications     paras 8.1 – 8.4 
 Conclusions                paras 9.1 – 9.4 

 

   
 Development Approach  
   

4.6 The Detailed Business Case sought to build on the work done in the outline business case. Four key 
areas of work were undertaken to develop the Detailed Business Case:  
 

 a detailed review and update of the financial model (based on 7 Councils participating); 
 

 the development of outline proposals for the services to be shared including an assessment of 
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existing IT and other key assets held by Councils that could be utilised by the shared service to 
help reduce the investment costs; 

 a review of other Public Shared Support Service operations in England and a market testing 
exercise to learn from private sector organisations with experience of shared services; and 

 An options appraisal of the most effective delivery vehicle (e.g. public partnership, lead 
authority or public-private joint venture). 

   
4.7 Representative staff from across the relevant service areas in the seven Councils took part in a 

number of workshops as part of the development of the Detailed Business Case. Their contribution 
informed both the financial business case and outline proposals for the shared service. 

 

   
4.8 The Detailed Business Case has been subject to collective scrutiny and review by Directors of 

Finance, who have indicated that for purpose of considering a business case, the financial 
underpinnings have been assessed as reasonable.  The nature of the business case however needs to 
be recognised.  A number of assumptions underpin the financial assessment and the approximate 
nature of some of the final figures needs to be acknowledged.  In particular these costings are 
predicated on all 7 councils agreeing to transfer services to the shared service.  Depending on 
individual council’s positions following consideration of the Detailed Business Case, these costings will 
require to be reviewed and refined.   

 

   
4.9 As mentioned above, the Detailed Business Case assumes that all seven Councils participate, that for 

full implementation, transactional, specialist and professional elements are shared but that strategic 
elements are retained (see Diagram 1 overleaf).  
 

 Transactional tasks are the most basic in terms of sharing. They are rules based, repeatable, 
high volume tasks that are particularly suited to standardisation and sharing. 

   
 Professional and specialist tasks require detailed expert knowledge of a subject, topic area or 

process. Staff undertaking these roles can also be shared.  

 Strategic tasks require detailed local knowledge, may be required by statute or be specific to a 
particular Council. These are not suitable for sharing. The staff performing these tasks are 
retained within their respective Councils.  

 

   
   

5.0 BUSINESS CASE PROPOSALS – 7 CLYDE VALLEY COUNCILS PARTICIPATING  
   

5.1 From the model a business case for sharing the support services of Finance, Payroll, Revenues & 
Benefits, Human Resources and ICT across the Clyde Valley exists.  At a Clyde Valley level and 
based on 7 councils’ participation: 

 After 5 years the shared support service could generate gross annual recurring savings of up to 
£30m per annum across the participating Councils, rising to over £34m after 10 years  

 A collective investment of between £28m and £31m over the first five years will be required to 
realise these savings, but this includes some costs that may already be budgeted for by 
individual councils.   These figures exclude any pre-investment that has already been incurred 
or is necessary prior to the formal establishment of the shared service entity. 

 

   
5.2 Customer Access Services such as call centres and customer service centres were included within the 

original scope of the project.  The business case shows little financial benefit in sharing customer 
access services.  In addition, a number of Councils, including Inverclyde, have integrated their 
customer access arrangements with a range of front line operations. However, it may suit some 
Councils for the Shared Service to manage their customer access activities and therefore this is 
included as an option. Benefits could be achieved by sharing the development of online customer 
services and this has been included in the business case.  The services included in Phase 1 and 
Phase 2 are shown in Diagram I below:- 
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Diagram 1: Phased Transfer of Scope 
 

   
5.3 In order to achieve the full extent of the savings quoted above all seven councils would need to agree 

to share these services to the full extent they can be shared within 2.5 years. 
 

   
5.4 The model assumes that investment costs and savings will be shared by participating councils in 

proportion to the percentage of the total baseline cost of in-scope services included by each council.  It 
is anticipated that such an allocation model would be used during the transition phase.  However, it 
must be understood that once fully operational, the shared service would move to a transactional 
charging based model.  In simple terms, this means that beyond the first five years, Councils will be 
charged on the basis of agreed rates and levels of service applied to the actual volumes of 
transactions processed etc.  Whilst developing the Detailed Business Case steps have been taken to 
endeavour to ensure as near as possible that baseline data has been consistently returned by 
individual councils, given the significance of this data as the basis for sharing costs and savings it will 
be essential that this is subject to further review and checking. 

 

   
5.5 The Detailed Business Case is significantly wider in scope than the previous Outline Business Case 

put before Council in February 2011. The Detailed Business Case now includes services that were 
previously regarded as retained by Councils in the Outline Business Case and includes related 
services that were previously not covered.  In total, services with a present value of up to £155m per 
annum, could over a 10 year period, transfer to the shared support service and potentially involve a 
transfer of up to 3357 FTE staff across the Clyde Valley. 

 

   
5.6 It is estimated that approximately 25% of these staff could leave the service over the first 5 years. As a 

result of measures that councils would require to put in place to address declining financial resources, 
it is likely that regardless of whether a shared service arrangement is progressed, staff numbers will 
reduce over the next five years and the Shared Service Business Case projected savings would go 
some way to protecting frontline services.  

 

   
5.7 The Detailed Business Case expects that the effect of the loss of staff would be distributed evenly 

across participant Councils through an organisational change process which aims to ensure no 
Council area would lose a disproportionate level of posts. It is also planned that employees would 
remain within existing premises while working as part of a wider virtual shared service provision in 
order to assist in ensuring the equality in terms of job losses.  The issue of location is considered 
further in paragraphs 5.18 – 5.20 later in this report. The business case identifies mitigation in 
minimising the potential for compulsory redundancies through: 
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 Managing vacant posts to allow redeployment opportunities into vacancies or to lose vacant posts 
rather than filled posts 

 An assumption that on average there will be an annual 4% natural turnover in staff, again 
generating vacant posts, and 

 An ongoing voluntary trawl is expected to see 25% of the staff whose posts are removed choosing 
to leave on a voluntary basis 

   
5.7 It is anticipated that if the Council signs up to Phase 1 of the project all affected employees would 

transfer to the new body by September 2012.  In respect of Phase 2, due to the scale and complexity 
of the shared service all staff and services in scope would not necessarily transfer into the new vehicle 
on day one of its operation.  Where staff transfer TUPE would apply within affected service areas, this 
would mean that all employment liabilities and obligations would transfer to the new body. Terms and 
Conditions would be more likely to be protected than a public/private entity as the shared service 
would be a local government controlled body. 

 

   
5.8 Before recommending the phasing of services into a shared service a number of considerations were 

taken into account. These included the need: 
 

 to build confidence in the service 
 to have a number of councils sharing the service to get economies of scale.  
 for the new management team to have a manageable task.  
 to make early savings 
 for an enterprise platform for Finance and HR to be introduced to make savings 

 

   
5.9 It was therefore recommended that Councils would be asked to commit to sharing at least four 

services and share the investment involved. These were ICT, revenues and benefits, finance 
transactional and HR transactional as a minimum.  It is modeled that these services would deliver over 
half of the potential savings.  These were the projects with most buy in at the Clyde Valley lead 
officer’s workshops because the processes can be standardised and are unlikely to be influenced by 
the strategic direction of the council. These are also services where there have been many examples 
of successful sharing/outsourcing in the public sector. 

 

   
5.10 The speed with which Councils also shared the other services would be determined by the success of 

transferring transactional activities, the number of Councils willing to share a service and the further 
development work on the professional services. However, it is possible that some of the centres of 
expertise (as shown in Diagram 1 above) could be introduced before the completion of that initial 
phase if a number of Councils were willing to participate because the savings are not reliant on 
systems implementation. 

 

   
 Delivery Vehicle Options & Assessments  
   

5.11 A major part of this second stage of the project was to identify the most appropriate vehicle for 
delivering the Clyde Valley shared services vision.  An options appraisal was undertaken on the 
following options: 
 

 a lead authority  
 a joint board  
 a company wholly owned by the participating Councils (Public/Public) 
 a company jointly owned by the participating councils and a private sector partner 

(Public/Private joint venture) 

 

   
 Lead Authority Option  
   

5.12 In a Lead Authority option, one Council would take on the operational management of the services to 
be shared on behalf of the other Councils. Staff working in the shared services would be employed by 
the lead authority on their terms and conditions as part of its establishment. 

 

   
5.13 A lead authority option was ruled out because it comes with significant (operational and reputational) 

risk. There is weak binding commitment between participating councils with non-lead authorities having 
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limited strategic control or influence over the lead authority. In this model it would be difficult to create 
an empowered shared service management team with the right skills mix (which is essential to the 
success of the shared service). Equally it would be difficult to create the right shared service culture, 
performance management and incentive arrangements. 

   
 Joint Board Option  
   

5.14 A joint board would exercise local control of the shared services on behalf of the group of councils 
sharing.  Membership of the joint board would be drawn from participating Councils. The establishment 
of the joint board and any subsequent changes would require primary legislation to be passed by the 
Scottish Parliament. 

 

   
5.15 A joint board option was ruled out because its statutory nature provides very little flexibility for change 

(during a period when change in public sector is likely to be significant). The Scottish Government 
would have significant influence on plans and timing and would be required to give their approval to its 
establishment. It would take an extended timescale (12-24months) to set up and implement change. 
Under a Joint Board expansion options are severely constrained should other local authorities or public 
sector agencies wish to join at a later date. 

 

   
 Public/Public v Public/Private  
   

5.16 The terms Public/Public and Public/Private refer to two options for creating an arms length company. 
Public/Public is a company formed by a partnership of two or more public sector bodies. Public/Private 
is a company formed by a partnership of one or more public sector bodies with one or more private 
sector partners; where all partners have an equity stake in the ownership of the company (sometimes 
called a joint venture with the private sector). 

 

   
5.17 The assessment between the Public/Public and Public/Private option was relatively finely balanced. 

Both would provide an effective option for implementation of the CVSSS. On balance however it was 
concluded that the Public/Public option was the most pragmatic choice on the basis that it would:-  
 

 be much quicker to set up and create early momentum and savings 
 provide more flexibility for adapting to a changing public sector environment 
 is able to contract with private sector to bring in necessary skills and expertise as needed and 
 would provide more assurances to staff transferring in. 

 

   
 Location  
   

5.18 The seven councils were keen to establish whether it would be viable to utilise existing Council 
premises for the shared service and to have staff distributed across the Clyde Valley to ensure no area 
suffered an undue loss of jobs.  As part of the dialogue with experienced suppliers they fed back 
positively on this point indicating that a centralised location model was not necessary or indeed 
appropriate.  Based on this feedback and in response to concerns about potential job losses from 
Council areas, it was concluded that a distributed model would be the most appropriate for the CVSSS.

 

   
5.19 This does not mean that the affected staff will continue to work in exactly the same office as they 

currently do, since it is likely that the CVSSS management team will wish to create distinct Shared 
Service areas (floors or wings) within buildings to help with the development of the new organisation 
culture and ways of working.  Some staff may be required to work in a different Council’s buildings but 
efforts will be made to minimise this. 

 

   
5.20 A distributed model would enable locations to be chosen for CVSSS staff in each of the participating 

council areas. As a result of work done on the financial model the Clyde Valley Chief Executives are of 
the view that, whilst not inadvertently creating any barriers to the effective operation of the shared 
service, a mechanism should be put in place to avoid any particular council area suffering unduly at a 
local level as a result of job reductions that will arise from implementing the shared service.  Staff 
undertaking the shared jobs in an area may not therefore be those originally employed by the council, 
although the aim would be to limit unnecessary staff re-locations.  The operation of such a mechanism 
would be considered further by the Shadow Board however the intention is that any benefits would 
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apply only to founder members.  Inverclyde Council would ensure that the necessary local 
accommodation obligations would be met in this respect. 

   
 Governance Arrangements   
   

5.21 Once Councils have agreed to participate in a shared service, a governance structure must be set up 
which allows key decisions to be made transparently and with the full involvement of all partners. 

 

   
5.22 It is proposed that interim governance arrangements would be put in place from autumn 2011 that 

would shadow the final governance structure.  This would comprise a shadow Strategic Board with 
elected member representation from all Councils involved.  This Board would meet quarterly, set the 
strategic direction of the shared service and ensure it is established in line with partner Councils’ 
decisions.  It is proposed that the Leader of Council would represent Inverclyde, with the Depute 
Leader nominated as substitute.  Independent work would be commissioned to comment on 
appropriate governance arrangements for the new entity once established.  

 

   
5.23 Further work is underway to develop proposals on the most appropriate permanent governance model 

and to make recommendations on the level of Elected Member representation for participating 
Councils. Some Councils have indicated their preference for proportionate representation and others 
require a “one Council - one vote” scenario.  The CMT would only recommend participation for 
Inverclyde Council with a governance arrangement that emulated the latter option to ensure the 
necessary ongoing influence on the strategic direction and policies of the new organisation. 

 

   
5.24 A shadow Management Board consisting of Chief Executives from participating Councils would also be 

set up in the interim.  This Board would meet monthly and would have a significant workload over the 
first six months.   

 

   
 Links to Other Shared Services  
   

5.25 It is anticipated that the work stream on waste management will also propose a similar governance 
structure.  If a similar shadow board structure is used for both projects then it is possible that Board 
meetings would run consecutively to make efficient use of time.  A separate report will also be 
considered for Waste Management at this Council Meeting. 

  

   
 Detailed Business Case Risks – Clyde Valley  
   

5.26 This is the one of the most ambitious shared service project currently being taken forward in the UK 
and, as such, comes with significant risks. It is essential that they are managed effectively to help 
ensure the shared service is sustainable, effective and successful. The initial focus must be on what is 
realistic and achievable.  Some key risks have been highlighted below: 
 

 One of the most significant risks is that service levels could dip during transitions. While some 
dips in performance are expected as a natural consequence of implementing change key 
service levels must be protected as a priority. For example, it would be particularly concerning if 
during the transition there were adverse impacts on Council Tax collection levels, if any staff 
went unpaid or there were delays to teacher recruitment. As a result, the implementation and 
phasing of service transitions will be critical to the success of the shared service and the 
financial assessment for Inverclyde Council has been adjusted to take account of this.  

 
 The transfer of Council Tax responsibilities to a shared service would result in costs being 

incurred when aligning to a common system.  There is a risk that this could prove to be abortive 
spend if the local taxation system is changed after the current Scottish Parliament’s term. 
 

 Considerable uncertainties remain over the future direction and timing of welfare changes.  The 
Scottish Government has still to clarify proposals for the administration of Council Tax Benefit.  
However, the UK Government plans that Housing Benefit responsibilities will transfer to the 
DWP commencing from 2013.  There is a risk that disruption could be faced by the service 
through transfer to a shared service and very soon thereafter transfer to the DWP.  On the 
other hand, there may be benefits in one organisation negotiating with DWP rather than 7.  
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Members are asked to note that the Detailed Business Case includes no Housing Benefit 
savings as a result of this uncertainty. 

 Existing Contractual Commitments   

 A small number of councils have existing arrangements with private sector companies e.g. 
Glasgow City Council operate a joint venture with Serco to provide IT services.  Work is 
ongoing to identify the most appropriate way to link these external organisations  to the shared 
service. 

 
 IT Platforms 

 The business case is based on the implementation of an integrated Enterprise Resource 
Planning (ERP) system.  ERP systems are best suited to large organisation and provide a 
range of functionality and potential cost savings not available on other systems.  Whilst ERP 
systems are now well established and tested, some risk remains in implementing a system of 
this scale.  Glasgow City Council already operates an ERP system. 

 Culture Change and Self-Service 

 The shared service will have a significant impact on services across the Council not just 
support services. The shared service model requires a fundamentally different approach to that 
currently applied.  Processes and interactions across all functions become standardised so that 
operations can be simplified.  More support services will be online and managers will be 
required to “self serve” and new IT skills will be needed.  

 
 In addition, support service arrangements, e.g. ICT within the Council have developed to be 

tailored to individual service requirements and responsive to demands.  Under a shared service 
arrangement such flexibility will not be available.   

 
 The transition will require the Council to accept the principles of standardisation and self 

service, and to forgo the personalised solutions currently available.  For many staff this will 
seem like added work initially, however at an organisational level this would be a more efficient 
approach. 

 Sustaining Trust Between Partners 

 Breakdown in trust and ineffective partnership working are most often cited as the reason that 
shared services fail.  To date, the Clyde Valley Councils have worked on a co-operative basis 
to establish and drive the shared services agenda forward. As the process is now potentially 
moving into implementation the partnership will need to formalise the basis on which it moves 
forward.  

 
6.0 BUSINESS CASE IMPLICATIONS FOR INVERCLYDE COUNCIL  

   
6.1 In addition to the potential risks affecting the overall Clyde Valley project, specific risks for Inverclyde 

Council are highlighted in this section which would need to be managed effectively. 
 

   
6.2 Inverclyde Council has a strong record of delivering savings through the ongoing development and 

delivery of an effective Finance Strategy.   Savings and efficiencies have been produced in partnership 
with the Trade Unions via the Joint Budget Group (JBG). These savings have been achieved primarily 
by reducing staff costs with reductions achieved by natural turnover and voluntary redundancy. 

 

   
6.3 To achieve further efficiencies in support services for the future if Inverclyde chose not to participate in 

the Clyde Valley proposals, it would be necessary to invest in technology and process improvement to 
a significant scale, which could not be justified.  The additional investment required and resultant 
savings if the Council decided not to sign up to the Clyde Valley Shared Support Service option is 
therefore not included in the alternative savings proposals contained in Section 7.0 of this report or in 
the associated Appendix 2.  
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6.4 However, by sharing the investment costs across a number of councils, the investment costs to 
Inverclyde Council would be significantly less.  A shared service therefore has the potential to provide 
more savings in the cost of support services and as a result, better protect funding for frontline 
services.   

 

   
6.5 Specific risks to Inverclyde Council include: 

 
The Council’s in-year Council Tax collection levels have increased over the last 3-4 years.  There is a 
risk that local collection could be adversely affected during the transition period and result in a 
temporary cash loss to the Council.  It would be essential that Service Level Agreements put in place 
adequately safeguard the Council’s position. 
 
Current operational delivery arrangements are designed to ensure integrated working locally.  For 
example, integrated working is in place between Revenues and Benefits staff and the Customer 
Contact Centre.  Any revised operational arrangements where some of these services would transfer 
to a shared service would be required to ensure that the current benefits of integration continue to 
remain in place.   

 

   
6.6 Specific benefits to Inverclyde Council include:  

 
The ICT service in Inverclyde Council operates well and provides a successful modern service in the 
context of current funding levels.  However an ICT service and other transactional and support 
services of larger size would create much greater economies of scale when considering future 
development and investment costs and also offer more robustness in service levels.  
 
Shared services rely on well structured processes with little opportunity to circumvent proper 
procedures. Improved technology also reduces the risk of non compliant behaviours. Overall shared 
services will normally lead to an increase in compliance and reduce the audit risk to the Council. 

 

   
6.7 In addition, Members should be fully aware that there is a comprehensive list of both strategic and 

operational risks contained within section 10 of the full Clyde Valley Shared Support Services Detailed 
Business Case. 

 

   
   

7.0 CORPORATE MANAGEMENT TEAM CONSIDERATIONS  
   

7.1 The Clyde Valley Detailed Business Case based on seven Councils participating, indicates a strong 
case for financial savings by sharing all support services.  However, this financial benefit must be 
weighed against any risks associated with the shared service.  As part of the analysis process, the 
CMT have considered the following:- 
 
 whether the benefits outweighed the investment costs  
 if the business case demonstrated that sharing could generate greater benefits than the Council 

working alone to improve the efficiency and effectiveness of its support services 
 whether the key risks were identified and sufficiently mitigated 
 what was best for Inverclyde strategically 
 the impact on staff in support services, and 
 the impact on the wider organisation if Inverclyde chose to share or opted not to take part. 

 

   
7.2 It has been agreed that each Council would take their respective views on the assumptions included in 

the Detailed Business Case and make any amendments prior to the presentation of the report to their 
respective Councils by the end of September 2011.  In addition, the CMT believe that it is also 
appropriate for the Council to develop alternative internal savings options. Therefore, three options 
have been considered which are:-  
 
(a) Commit in principle to sharing phase 1 only within 2 years and giving further consideration to 

phase 2 services after 5 years 
(b) Commit in principle to sharing phases 1 and 2 within 2.5 years 
(c) Do not share support services and develop alternative savings internally 
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Both the CVSSS options and internal options are considered below from a financial perspective.  It 
must be understood that the figures used in options (a & b) are based on 7 Councils participating. 

   
 Financial Appendices Explained  
   

7.3 Appendix 2 (a & b) shows the 2016/17 snapshot savings position based on the latest assumptions and 
provides an estimate of the one off costs associated with the implementation of the various options. 

 

   
7.4 Appendix 3 shows a 10 year cash flow model for each of the 3 options.  In addition Appendix 3 gives 

the cumulative 10 year savings position for the period 2012 to 2021.   
 

   
7,5 It should be noted that the figures contained in Appendix 3 are based on a cash position and no 

attempt has been made to provide either a net present value or a discounted cash flow on the basis 
that this would be an exercise in spurious accuracy given the broad nature of some of the assumptions 
that underpin the figures being presented. 

 

   
 Financial Analysis  
   

7.6 From Appendix 3b it can be seen that Phase 2 delivers a 10 year net saving of £4.945 million with 
recurring savings from 2017/18 estimated at £942,000.  Phase 1 (as shown in Appendix 3a) delivers a 
10 year net saving of £4.382 million and recurring saving from 2017 of £876,000 finally the alternative 
model of not signing up delivers a 10 year net saving of £2.569 million and a recurring saving from 
2016/17 of £374,000 as shown in Appendix 3c. 

 

   
7.7 It is not surprising that from a financial perspective signing up to Clyde Valley is more financially 

attractive than not signing up.  As previously highlighted this is due to the economies of scale which 
can be achieved by sharing management structures, systems and infrastructure.  Of the 2 sign up 
options however there is little to choose especially given the levels of uncertainty regarding investment 
costs, delivery timescales and the number of Councils participating particularly in the Phase 2 option. 

 

   
7.8 Therefore based on this version of the financial model, signing up to Phase 1 is the more attractive 

option because there is significantly less risk in terms of ongoing service delivery from that faced in the 
Phase 2.   

 

   
7.9 It can be seen from Appendix 3 that the 10 year cumulative saving return and the recurring saving 

return of the alternative model is considerably less than the 2 signing up options.  Whilst the relevant 
officers have made commendable efforts to come up with a viable financial alternative it was never 
going to match the saving levels of the Clyde Valley Shared Support Service options.  There is 
however more certainty in the delivery of the alternative savings as the Council is in full control of the 
timing and the resultant impacts.  However at a time when all services are facing potentially another 
significant reduction in their budgets as a result of the public sector spending squeeze, the level of 
savings identified in the alternative model are not sufficient. 

 

   
7.10 As mentioned previously in this report, it should be noted that the figures presented in the two Clyde 

Valley options are based on 7 Councils signing up to the various options.  It is already know that this is 
not going to be the case and as such there will be a reduction in the savings forecast over the period 
2012/13 to 2016 (due to there being less savings overall in the pot) and there is likely to be a 
percentage increase in investment required to be paid by the Council.  Whilst an element of this can be 
argued to have been factored in to the assumptions, if there are a number of Councils who do not sign 
up then this would require the whole financial model to be revisited.  

 

   
7.11 Based on the analysis of all factors mentioned above in section 7.0, a business case for sharing 

support services does exist.  Sharing will enable the Council to achieve greater savings than it could 
secure working alone to increase the efficiency and effectiveness of its support services. The 
comparison has been summarised below:- 
 

Financial & HR Impacts at a glance 
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Phase 1 

(Adjusted) 
 

 
Phase 1 & 2 
(Adjusted) 

 
Do not sign up 

 
Recurring Net Saving by  
2017/18 

 
£876,000 

 
£942,000 

 
£374,000 

 
Cumulative Savings 2012/21 
(Net of one-off costs below) 

 
£4.382 million 

 
£4.945 million 

 
£2.569 million 

 
One-off costs 
2012/17 

 
£2.88 million 

 
£3.05 million 

 
£0.676 million 

 
Estimated FTE employees to 
TUPE 

 
106 

 
167 

 
0 

 
Estimated FTE reduction by 
2016/17 

 
22.7 

 
27.9 

 
13.6 

 
Potential FTE reduction in 
employees working within 
Inverclyde 

 
42.4 

 
66.8 

 
13.6 

 
   

7.12 The CMT believe that based on the figures associated with seven Councils participating, Option (a) – 
Phase 1, which would require Inverclyde Council to share Payroll, Revenues & Benefits, ICT and 
transactional Finance and transactional HR services within 2 years is the most attractive option after 
having considered all aspects associated with the proposals.  This would mean that approximately 106 
FTE staff would TUPE transfer into the new public body.  

 

   
 Current Status  
   

7.13 However, it is now known that West Dunbartonshire Council and Glasgow City Council have both 
decided not to participate further in the Clyde Valley Shared Support Services.  It is therefore essential 
for those Councils that have indicated their wish to continue to participate in the development of 
Shared Support Services Options, that further detailed analysis is undertaken to establish if a viable 
Business Case still exists to progress proposals in partnership.  

 

   
   

8.0 IMPLICATIONS  
   
 Legal  
   

8.1 Further work has been commissioned by the Clyde Valley team to establish the most appropriate 
governance options for these proposals.  Some Councils prefer proportionate representation and 
others, a “one Council - one vote” approach.  This work will be reviewed by senior legal 
representatives from the participating Councils.  The CMT would not recommend participation unless 
the “one Council - one vote” rule applied and this should be deemed an essential requirement. 

 

   
 Financial  

   
8.2 Based on the figures in Appendix 2a and on the basis the Council agree to the Corporate Management 

Team's recommendation to sign up in principle, to Phase 1 then the Council would require to fund 
£2.880 million of one off costs between 2012/13 and 2016/17.  
 
The proposal would, as far as possible, utilise existing resources as follows:  
 

1. Share of VST Costs = £710,000. Fund from the VST Earmarked Reserve. 
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2. Temporary Reduction in Council Tax Budgeted Collection = £430,000. Factor into the 2013/15 
budget (and Financial Strategy) as requiring funding from General Fund Reserves. 

 
3. Investment Costs= £1.74million.  Fund from AMP saving of £1.0million arising from no longer 

requiring a new data centre at the Shared Campus.  The balance of £0.74million to be funded 
from the projected savings of £894,000 over the period 2012/15 (see Appendix 3a). 

   
 Human Resources  
   

8.3 Potentially affected employee groups have been advised of the Clyde Valley Shared Support Service 
proposals jointly by Management and Unison at a number of briefing sessions.  Unison is against the 
Clyde Valley Shared Support Services Detailed Business Case for a number of reasons and a 
statement by Unison is shown in Appendix 5 of this report.   
 
However, it is important to note that the joint Trades Unions are willing to be involved in developing 
alternative shared support service options for Inverclyde Council. 

 

   
 Equalities  
   

8.4 The Detailed Business Case in relation to Support Services has not yet been subject to an equalities 
impact assessment and this will need to be undertaken as part of the next phase of implementation.  
The new organisation will need to give consideration to the different terms and conditions and rates of 
pay resulting from TUPE transfers of staff from the Clyde Valley Councils.   

 

   
   

9.0 CONCLUSIONS  
   

9.1 This report demonstrates that a business case exists for sharing the support services of Finance, 
Payroll, Revenues & Benefits, Human Resources and IT across the Clyde Valley on the basis of all 
seven Clyde Valley Councils participating. In assessing the merits of participating in a shared support 
service, Members require to consider both the associated risks and benefits.  These are both financial 
and service-related and are clearly set out in this report. 

 

   
9.2 From the analysis of the Detailed Business Case, and on the premise that seven Councils agreed to 

participate, the CMT would have recommended that the best option for Inverclyde Council would be 
Option (a) i.e. that 
 

 the Council should commit to sharing Phase 1 services within 2 years and 

 that once the shared service is established, a further report should be brought to Council with 
recommendations on which Phase 2 services if any, should be transitioned into the Shared 
service. 

 
 
Savings of £876,000 per annum by year 5 should be generated by the Phase 1 services transferred 
into the shared service. 
 
This option would allow the Council to commit to an initial range of services to be transferred and then 
allows the option of adding further services as the competence of the shared service develops, 
confidence builds and the business case for the Phase 2 services becomes more detailed.  This 
should maximise savings within an acceptable risk profile. 

 

   
9.3 However, it is now known that West Dunbartonshire Council and Glasgow City Councils have both 

decided not to participate further in the Clyde Valley Shared Support Services.  It is therefore essential 
for those Councils that have indicated their wish to continue to participate in the development of 
Shared Support Services Options, that further detailed analysis is undertaken to ascertain if a viable 
Business Case still exists to progress proposals in partnership.   

 

   
9.4 Therefore, in conclusion, the CMT believe that it is still appropriate for the Council to work with other  
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“like minded” Clyde Valley Councils and the Trade Unions to develop further options which will deliver 
greater efficiencies and more robust business resilience for Inverclyde Council’s future consideration. 

   
   

10.0 LIST OF BACKGROUND PAPERS  
   
 1. Clyde Valley Review 09 –  November 2009 (Sir John Arbuthnott)  

2. Clyde Valley Partnership Shared Services Workstream, Report to Inverclyde Council  - 24 
February 2011 (Chief Executive)  

3. Clyde Valley Shared Support Services Detailed Business Case Executive Summary – August 
2011 (D. Amos) 

4. Clyde Valley Shared Support Services Detailed Business Case – August 2011 (D. Amos) 
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