Comments on Audit Scotland’s “Review of the Audit of Best Value And Community Planning”
Introduction
CIPFA welcomes the opportunity to comment upon Audit Scotland’s consultation paper entitled Review of the Audit of Best Value and Community Planning.    

The environment in which Best Value has been both delivered and audited has evolved considerably since the introduction of the statutory duty under the Local Government in Scotland Act 2003. We therefore commend Audit Scotland for taking this opportunity to assess publicly the progress made to date and future development priorities.

The potential for major transformation of both the structures and delivery arrangements, of local authorities in Scotland increases the size of future challenges. In addition, the efficiency agenda, which should directly support delivery of Best Value, provides significant and as yet unresolved challenges for both auditors and local authorities. Therefore, in order to maximise the future impact of both Best Value audits and Best Value itself, it will be crucial that the study recommendations are formulated and implemented so that they play an integrated part in the delivery of the fast moving policy agenda.

Our experience across the UK and internationally is that after early ‘quick wins’ have been realised, it becomes harder to continue to deliver Best Value gains. This increases the need to apply consistent, rigorous and transparent evaluation and reporting processes that ensure best practice is implemented across all authorities. As other commentators who are more directly involved in delivery of the Best Value audit process are better placed to focus upon its operation within individual audited bodies, CIPFA’s comments focus on the improvements that can be made to the reporting arrangements and the way in which our guidance and work elsewhere can support the successful future development and delivery of the Best value agenda.

SPECIFIC QUESTIONS
Q2 Should a scoring or rating system be introduced?
1 In the initial development of the best value audit principles, Audit Scotland were clear that the approach adopted in England of producing league tables would not be appropriate for Scotland. No prioritisation/weighting was given to the Best Value criteria contained in the statutory guidance, as it was felt that each authority was better placed to determine its priorities with regard to demonstrating the characteristics of Best Value. 

2 While a number of aspects of the English system have proved controversial, there is a strong argument that the league table approach, by putting a regular spotlight on both relative performance and progress over time, has provided a strong incentive to drive up poor performance. The English experience has also shown that as performance across the Board starts to improve, the use of more stretching and rigorous benchmarks is helpful in maintaining the pressure on performance improvement. There is an argument that these dynamics can be developed simply by tracking and reporting on each individual authority’s progress over time (ie without making peer comparisons) but on balance we believe that serious consideration should be given to the introduction of some form of scoring or rating system which facilitates comparisons between organisations in order to ensure that progress towards securing Best Value in Scotland is maintained.

3  In England, the impact of the league table approach has been increased by the fact that position within the league table has been linked to distribution of additional resources. During 2006, the Scottish Executive issued a document entitled “Transforming Public Services: The Next Phase of Reform”. The document describes the Executive’s intention to move to a more outcome focused approach in the use of resources. The Executive want to consider whether they should do more to incentivise success. They recognise that funding to public bodies is sometimes paid out regardless of whether the recipient of the funds achieves targets and priorities related to that funding. There is also discussion within the document of other incentives that could be put in place to encourage high performance, such as a reduction in central targets or regulation. Clearly, the Executive’s thinking is at early stages. It will therefore be important to consider how the introduction of a scoring or rating system can support the assessment of performance linked to additional freedoms and resources. 

Q2 Do BV audit reports provide adequate coverage of the Best value Criteria? 
4 There are two areas where we believe that more explicit comparison against best practice standards and frameworks in Best Value audit reports would help drive performance improvement:

• Sound Governance; and

• Sound Management of Resources.

Sound Governance
5 One of the key criteria in the Scottish Best Value Framework is Sound Governance at a strategic, financial and operational level. Elected members face a difficult task. They are the people responsible for governance - the leadership, direction and control of the local authority they serve. Their responsibility is to ensure that they address the purpose and objectives of the local authority. They have to bring about positive outcomes for the people who use the services as well as providing good value for the taxpayers who fund these services.  A number of the audit reports have concluded that councils have under-developed and/ or under performing scrutiny arrangements in place.  We believe that the framework for assessment of governance performance and the areas for improvement could be covered more explicitly in Best Value reports in order to support delivery improvements.

6 Thinking on governance has continued to evolve since the interpretation of governance contained within the Best Value statutory guidance was developed. In order to apply best practice in this area in the public service context, CIPFA has supported the development of The Good Governance Standard for Public Services. This sets out six core principles of good governance and shows how these should be applied if organisations are to live up to the Standard. In doing so it provides a basis for the public to challenge sub-standard governance. The Standard’s core principles are currently being absorbed into a revised CIPFA/SOLACE Framework for Good Governance in local authorities.

7 There are elements of the core principles in the Good Governance Standard which have already been included in the best value audits undertaken to date eg decision making, risk management, knowledge and skills of members. However, given the importance of good governance in driving good management, good performance, good stewardship of public money, good public engagement and ultimately good outcomes, we believe that the coverage of governance within future Best Value audits requires to be extended. 

8 One way to achieve this would be to incorporate the revised CIPFA/SOLACE Framework within the best value audit methodology. Additionally the self assessment questions included within Appendices A and B of the Good Governance Standard could be included within the initial self assessment which each authority is required to complete in advance of the best value audit. 

Sound Management of Resources
9 It is our view that the assessment of the management of resources within the Best Value audit could be improved through applying a common standard or measure of assessment across all local authorities in Scotland. This would ensure a consistent approach is taken to the assessment of the soundness of management of resources and could help raise the profile of this important aspect within the Best Value audit report.   

CIPFA has developed its Financial Management (FM) Model to help local authorities to assess the contribution that financial management makes to the organisation by analysing the components of financial management using a structured framework, and providing a practical tool for improving organisational effectiveness. The model is structured around three aspects of financial management:

• Securing stewardship;

• Supporting performance; and

• Enabling transformation.

10 The model comprises a set of self assessment questionnaires (42 in total) which are scored. Valid self assessment depends critically on accuracy and frankness in answering the questions posed. Scoring is integral to the self assessment and could be used to impose a discipline that links evidence and observations to the Best Value report. The model can be used to drive performance improvements, and could also be used to provide a snapshot of the council now as a baseline against which to measure future improvement.

Q5 What implications does the efficient government project have for the Best value audits
11 The efficient government agenda identified 5 work-streams: Procurement, asset management, absence management, shared services, and reduced bureaucracy. The best value statutory guidance already refers to asset management and procurement within the “Sound Management of Resources” category, and both topics have been discussed within the reports of some of the more recent audits. Furthermore, asset management has been a theme picked up in a number of financial audits for a number of years. Therefore it could be argued that elements of the efficient government agenda are already reflected in the approach. However we believe that the new more specific focus on efficiency justifies an increased profile for these work-streams within the best value audit and the need to apply some sort of standards against which to judge performance. 

12 The Asset Management guidelines that CIPFA’s commercial arm has helped produce for the Department for Communities and Local Government could be used as a performance metric. These emphasise achievements, in terms of output eg improved property assets and outcomes eg better achievement of corporate objectives and more efficient and effective services to the public resulting from improved property assets. The guidelines could also help address the problem that as councils will be at different levels, best value audits for some local authorities will need to concentrate on checking the processes for asset management while for others it will be more about looking at the outputs and outcomes of asset management. 

13 The standard template for the efficiency statement currently being produced by the CIPFA Local Government Directors of Finance Section provides another useful efficiency measurement tool. In order to maximise its impact, clarity is required over whether it will be the responsibility of the external auditor to audit the statement as part of the audit of the year end accounts, or whether it will be considered as part of future audits of best value.

Q5 Do you have any other views on future developments
14 Much has been achieved through the implementation of Best Value and the associated audit processes. In addition to the matters already raised in this response, we believe that their combined impact could be further increased through the measures discussed below.

15 Common guidance on lessons learned: There are a number of common themes running through all the reports published to date, such as inadequate scrutiny arrangements. It would be sensible for an organisation like the Improvement Service to pull together these common themes and provide guidance on the how best to address these rather than each council attempting this in isolation.

16 Clarity on the future role of performance indicators: There is much speculation about the future of the statutory performance indicators, which currently feature in the best value audit reports. The question about whether the nationally agreed efficiency measures will be included in future audit reports needs to be resolved. Linked to this, the question about whether locally developed measures will play a role in future best value audits also needs to be addressed.

17 Increased transparency over Best Value audit judgements: There is no publicly available statement setting out the auditor’s view of the self assessment made by the council, and in turn no explanation of what and why the auditors then examined certain of the Best Value criteria and not others. Increased transparency over the judgements made in both these areas would assist understanding and confidence in the robustness of the processes applied, as well as focusing authorities on priority areas.

18 Demonstrating improvements: The statutory guidance is intended to assist local authorities in self assessment and in planning future improvement activity in corporate management and governance. However, the first three year cycle will be complete soon, and the balance and approach of the next stage audits needs to be distinctive and tailored to driving further progress. As the statutory duty to demonstrate continuous improvement rests with each council, the next stage of audits should logically focus on the council’s processes for planning, implementing and monitoring future progress as well as continuously evaluating lessons learned.  
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