Gershon: Opening gambits

Gershon’s efficiency review requires local government to serve up £6.45bn in efficiency and productivity savings by 2007-08. Overall, some £835m a year is expected from the social housing sector. Can housing staff really deliver such large efficiencies and produce savings for frontline housing services? Luckily there are a number of organisations and tools to help local authorities achieve this. 

Probably the most easily understood efficiency recommendation is the one on procurement gains and more e-enabled transactional services. Nine regional centres of procurement excellence are available to assist authorities and will focus on driving skills and developing good practice. Research carried out by the financial advisory firm Deloitte for the Office of the Deputy Prime Minister (ODPM) suggests that if all local authorities applied e-procurement, this could secure savings of £1.1bn.

One way to reduce procurement costs is through the use of a consortium. For arms length management organisations (ALMOs), properly managed service level agreements for central services will help here. For local authorities relying on private finance initiatives, there is a Treasury Procurement Pack offering standard documentation. The Strategic Forum for Construction has some handy demonstrations of efficiencies in procurement within its Egan principles.

The Gershon review also emphasises achieving efficiencies via ‘back office’ rationalisation. Local authorities choosing this route will need to start with a proper definition of the total costs involved. The Chartered Institute of Public Finance and Accountancy’s (CIPFA’s) Best Value Accounting Code of Practice can help here, it offers a definition of total cost including the analysis of costs on an internal cross departmental basis. Good financial management is essential for the new efficiency agenda. CIPFA’s new financial management model can be used to measure an organisation’s financial management against 42 good practice statements and pinpoint the areas to improve.

Two other sources of help are: the ODPM’s Pay and Workforce Strategy, which can provide useful advice on improving the productive time of front-line public service professionals; and the Audit Commission, which is producing some case studies containing some good practical examples on efficiencies. 

Overall, success in implementing Gershon will depend, as ever, on the people in housing. Housing members and staff, front line and ‘back office’, will need both commitment and a proper understanding of what is required. Their decisions can make the process less onerous. The ODPM’s recent Efficiency Technical Note (ETN) for local government sets out the government’s approach to measuring efficiencies. It states that a new approach will be required – an annual efficiency statement to set out the authority’s strategy for securing and measuring its efficiency savings, its plan of action for doing so and its results. The measurement methodologies will need to compare actual costs in 2007-08 with the costs that would have been incurred if efficiency had not been improved. So a sound baseline costing will be essential and the choice of inflation index will affect the efficiency calculations. Although the ETNs for central government allow alternative deflators, the ETN for local government specifies the Gross Domestic Product (GDP) deflator. With the pressures of employment and sector costs in local authority housing, some authorities might be better off arguing to be allowed to use a more appropriate deflator – but that case will need to be made. 

While local government as a whole is indeed expected to deliver £6.45bn in Gershon efficiency gains, no targets have been set for individual local services and the Government’s document Delivering Efficiency in Local Services says that: “Each council is free to choose how best to achieve that expectation…” Each local authority will want to consider its own scope for efficiencies in housing, relative to that for other services, especially in the context of external constraints on their local housing repairs market. 

To highlight these and many other fundamental issues, CIPFA is in the course of publishing a discussion paper that highlights the basic hallmarks of efficiency, sustainability and appropriate governance arrangements that ought to underpin public policy developments. CIPFA’s Housing Panel runs regular one-day seminar events and technical updates on local authority housing finance and CIPFA produces comprehensive publications covering best practice. To find out more visit www.cipfa.org.uk
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