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Report to the Leader
Report submitted by: Executive Director of Resources
30 October 2009 
	Part I - Item No. 9


	Electoral Division affected:

All


Strategic Partner
Contact for further information:

Bill Brown, Director of ICT, (01772) 534707, Resources Directorate, 

bill.brown@lancashire.gov.uk 
	Executive Summary

The waiving of Contract Standing Order 4 to allow discussions with a provider to extend the current support arrangements for the Delphi Millennium system and a proposal to begin the process to  select a strategic partner to help the County Council transform both  the HR and Payroll function,  and  the operations of the County Council by full and effective use of ICT and customer access
Recommendation

The Leader is asked to approve :-
1) The waiving of Contract Standing Order 4 to allow discussions with Midland to extend the current support arrangements for the Delphi Millennium system until a new system is implemented in order to secure a supported HR and Payroll system.

2) The proposal to select a strategic partner to:
(a) Initially help the County Council transform the HR and Payroll function, through the implementation of an integrated HR payroll system 
(b) Create a strategic partnership to help transform the operations of the County Council by full and effective use of ICT and Customer Access.



Background and Advice 

Lancashire County Council has a strong base in terms of its ICT function and Customer Access Strategy and is being used as an exemplar of best practice at various conferences arranged by Society of IT Managers (Socitm) and Society of Local Authority Chief Executives (Solace).
Additionally, the County Council's achievements in ICT were recognised as best practice by HM Treasury in their Operational Efficiency Programme final report published in April 2009.

Our original Customer Access Strategy was agreed by the Cabinet in 2006.  Since then there has been significant progress and a refreshed updated Customer Access Strategy for the period 2009/13 was agreed by the Cabinet Member in August 2009.

The refreshed Strategy emphasises that the objective is not only to improve the way we engage with our customers, but also to do it more cheaply, efficiently and effectively.

In addition, in recent years the merger of the HR/Payroll functions has already delivered significant efficiency savings of over £1 million per annum.  The current HR/Payroll system, Delphi Millennium supplied by Midland Software, is technically out of its support and maintenance contract in November 2009, although an extension to this contract has been agreed with the suppliers.  Transformation of the HR and Payroll function can only be completed through the implementation of new systems.  Transformation of the services will result in significant service improvements and substantial cost reduction.

The Challenge

The County Council is facing challenging financial restraints.  The level of savings needed to balance the budget over the term of the current administration range from £79m p.a. to £142m p.a.
A recent external review has concluded that ICT and the Customer Access Team (particularly the Customer Service Centre) should have a major role to play in delivering these savings by transforming the operations of the Council.  A separate recent external independent review of HR/Payroll concluded that further significant financial efficiency savings were possible if:-
· The HR/Payroll function was restructured further to rationalise processes, cut out duplication and develop further manager and employee self services.

· A new integrated HR/Payroll system was implemented.

To achieve the savings as a result of the above recommendations as quickly as possible, it was also recommended that the County Council procure the services of a business partner with specific experience in this area.

In order to achieve the savings requirements to balance its budget the Council must be ambitious about the value for money it achieves from all the services it delivers; it must also embrace different models for delivery in some areas. This includes establishing a unified ICT network capable of meeting the future requirements of all users, in particular to ensure that everyone in Lancashire has the opportunity to access broadband services appropriate to their needs.  

The power, performance and potential of ICT is shifting radically.  Whilst the Council is rightly proud of its achievements in ICT and Customer Contact, the scale and pace of change is in danger of leaving the County behind at a time when its power is most needed.
The Response – A Strategic Partner

The challenge is significant, both in terms of the scale of the savings required and the timescales involved. In many cases, the level of transformation needed is unprecedented, and this brings with it additional risk.  Moreover, in some areas, the County Council lacks the necessary skills to deliver this kind of change or, in other areas; internal resources are fully committed to delivering existing core day to day business.  Working with a strategic partner to take forward this work will bring benefits for the Council for a number of reasons:

· Risk Transfer –a strategic partnership could be structured in such a way that part of the risk of achieving the savings targets is transferred to the partner, thus bringing increased financial certainty to the authority

· Capacity to successfully deliver the necessary changes – a partner will bring additional capacity in key areas, both in terms of additional resources to deliver the change, but also knowledge and expertise built through proven experience of delivering this kind of change in local authorities.  This will supplement the skills of existing employees and help to fill gaps where necessary.

· Shared Leadership and Strong Drive to Transform – a partner will support us in leading the changes necessary in order to deliver the savings.  The partnership will give us a clear focus for our efforts, whilst the partner themselves can actively drive forward work in key areas

· Shared Services – the partnership could also give us a legal and commercial vehicle to enable future shared services activity with other partners, including District Councils

· Innovation – the partner will bring new ways of working, new ways of thinking, and alternative models for delivery.  This fresh perspective will be invaluable in delivering the savings required

· Procurement Power – through the partnership created, and through access to the partner's own networks, we will be able to achieve efficiencies through economies of scale when procuring in the market

· Improved Outcomes & Reduced Costs – the end result of this work will be efficient and effective services which help ensure the best possible outcomes for the people of Lancashire. 

This overall work also needs to be put into the context of immediate need to secure a viable, supported, HR and Payroll system.  The current system, Delphi Millennium, is out of contract and unsupported. An immediate solution needs to be found, within the overall plan of moving to a new integrated HR and Payroll system in the near future.

Conclusions and The Way Forward

Clearly, the overall change required is a significant undertaking.  Timescales are tight, and there is a need to progress work in this area as soon as possible. 

A business case has already been completed which evaluates the options for moving forward with the HR and Payroll transformation.  The recommendations    include the appointment of a strategic partner to support the transformation. 

There are strong arguments to extend the scope of the strategic partnership to help us develop further our ICT function and Customer Access Team (particularly the Customer Service Centre) and to add other activities if appropriate. 

Therefore, the following is recommended:

1) The waiving of Contract Standing Order 4 to allow discussions to take place with Midland to extend the current support arrangements for the Delphi Millennium system until a new system is installed in order to secure a supported HR and Payroll system.

2) The selection of a strategic partner to:
(a) Initially work with us to transform the HR and Payroll function, including the implementation of an integrated HR/Payroll system.
(b) Assist us in developing further our ICT function and the Customer Access Team.

The initial next steps will be to develop the overall scope and vision together with supporting documentation to a standard which will support the procurement of a strategic partner in accordance with the EU procurement rules. In order to assist this and to put in place an officer structure that will support all stages of the procurement and subsequent delivery stages, it is proposed that the following actions will be implemented:

· the Executive Director of Resources will act as the Project Sponsor:
· the Director of Special Projects will act as the Project Director;
· a  Project Board will be established which will comprise senior officers across directorates;
· a Dedicated  project delivery team will be established which will be lead by the Project Director; and 
· Appropriate stakeholder and user Groups will be established.
The terms of reference for the above roles will be prepared together with an overall procurement strategy and timetable,   which will be submitted to the Leader for approval prior to the commencement of the procurement exercise. 
Consultations

Senior management within ICT, the Customer Service Centre and the Executive Leadership Team have been consulted and support the proposal.
Implications: 

This item has the following implications, as indicated:

Risk management

This action will help the County Council mitigate the risks of not achieving the required level of savings.  The strategic partnership will be based on a robust business case.
There is a risk that the County Council will fail to select a partner, or that the selection of the partner will be challenged.  To mitigate this risk, EU compliant procurement processes will be followed.

Financial

At this stage it is difficult to be precise about the financial implications arising from the proposal to procure a strategic partner.  However, the underlying principle is that any financial costs arising from the partnering arrangement will need to clearly identify significant financial savings in line with the requirement to deliver financial savings over the medium term.  Further detailed analysis on the financial model will be carried out as proposals are firmed up.
Personnel

Staff in ICT, the Customer Access Team and HR/Payroll have played, and will continue to play, an important role in the process of appointing a strategic partner.

If the proposals received from potential strategic partners have staffing implications, the Staff Side will be consulted.
Any representations made to the Cabinet Member prior to the issue being considered in accordance with the Public Notice of Forward Plans
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	Organisation:
	Comments:

	N/A
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	Reason for inclusion in Part II, if appropriate
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	Decision Taken: Declarations 


	

	The Leader of the County Council

	

	Strategic Partner


	

	
	

	Original recommendation, as set out in the report, approved without amendment.
	No

	Original recommendation amended and decision as follows:

Addition of:
3) A Member panel, chaired by the Leader, be created to oversee the whole process.


	Yes

	I have a personal/prejudicial interest in this matter.
	No

	If an interest is declared please give details below:


	

	
	Geoff Driver
Leader
Date 30 October 2009


	Chief Officer 

I certify that this is an appropriate and accurate record within the terms of Standing Order 35(2) and (3) of the decision taken by the Cabinet Member.


	Phil Halsall
Executive Director for Resources
Date 30 October 2009
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