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SHARED SERVICES, AN OVERVIEW BY THE SCOTTISH EXECUTIVE 
Introduction

1. As part of the Efficient Government Initiative, the Scottish Executive indicated that it would come forward with a strategy for shared services in the wider Scottish public sector.  Work has been progressing on developing the strategy for the last 9 months and a draft will be published for public consultation in April.  To assist the Executive in the preparation of the strategy, the Efficient Government Steering Group created the Shared Support Services Sub Group.  This sub group, chaired initially by Douglas Sinclair and latterly by Keith Yates (in their capacity as Chairs of SOLACE), has provided guidance and direction to the Executive.
2. In addition, the issue of sharing services was discussed at the Scottish Government Forum held at Airth Castle on 6 December 2005 where examples of sharing among multiple public bodies both in the UK and oversees were considered.  NHS Scotland have been early adopters of shared services and subsequent discussions between the Executive and other public sector stakeholders have focussed on the prize of pursuing the benefits of this approach for local government and other areas of the public sector in Scotland.
Shared Services Strategy

3. The Shared Services Strategy has been developed as part of the Efficient Government Initiative but is closely linked to the wider work on Public Sector Reform and Best Value and will contribute towards delivering the Executive’s vision for world class public services in Scotland.  The strategy provides a vision for 2015 and a framework for strategic action to deliver it; it has the following key objectives:

· enhance quality of service through better processes and systems;

· release resources to enhance service delivery;

· make systems resilient against changes to bodies and boundaries;

· build on the standards and infrastructure being put in place through Customer First and e-Care; and

· provide a stimulus to identify and action important opportunities.
The Focus of the Strategy

4. The strategy focuses on developing shared business solutions in two main areas:
· The common internal support service functions that are needed by all organisations (e.g. Finance, Procurement, HR, Payroll, ICT, Facilities)

· The operational processes and systems underpinning common front line service areas (e.g. Revenues and Benefits, Social Care, Education, Housing, Transportation, Police and Fire)

5. While these will be our focus in the initial stages of the strategy, this should not inhibit organisations considering other areas for sharing that are relevant to their own needs and which are capable of delivering efficiency savings and service improvements. 
Discussion Points:

· Are we right to widen our view of shared services from the more traditional internal support functions to the processes and systems that underpin our front line services ?
· Are there opportunities for sharing in other functions and service areas that we have not identified, or are specific to the Highlands and Islands communities ?

6. Our approach is to is to make use of the good working relationships that already exist between public sector organisations as these communities of interest represent good vehicles to promote sharing.  It is clear that there will be different communities of interest for different services.  Similar to the recently published McClelland report, the shared services strategy recommends taking forward work at 3 levels:
· National, for example a common ICT infrastructure;
· Sectoral communities, for example shared human resources or revenues and benefits; and

· Local or regional communities, for example shared asset management, including properties and vehicles.

7. For the purposes of delivering the strategy, we will make use of the following sectoral communities:

· Health – Scottish Executive Health Department and National Services Scotland

· Local Government – CoSLA, SOLACE and the Improvement Service
· Police and Fire – Scottish Executive Justice Department, Association of Chief Police Officers Scotland and the Chief Fire Officers Association
· Scottish Executive, Agencies, and NDPBs – Scottish Executive Management Group, NDPB and Agency Chief Executive Forums
· Higher Education Institutions and Further Education Colleges – Scottish Funding Council, Universities Scotland, and the Association of Scottish Colleges
8. We recognise that working relationships may be different in Highland and Island communities.  It may be the case that stronger relationships exist at a local level rather than with partners in the same sector.  The strategy is very flexible about how the public sector wants to deliver shared services, so it may be appropriate for community planning partnerships to take a lead rather than national umbrella bodies.  All options are on the table and the driver must be the solution with the best business case.  We do see a particular role for community planning partnerships in leading on asset management and the provision of facilities and estates services.  Solutions here will to a large extent depend on local factors and it makes sense for local bodies to own this agenda. 
Discussion Points

· What is the most appropriate approach for grouping organisations in the Highlands and Islands ?
· How can organisations in the Highlands and Islands take advantage of larger scale national shared service developments elsewhere in Scotland ?
· Where should the voluntary sector fit in ?

The Steps to Shared Services

9. Much of the evidence and examples of shared services initiatives gathered as part of the preparation for this strategy is based on the creation of shared service centres, operated on behalf of multiple business units or organisations.  Many organisations have chosen this approach because it maximises the potential for efficiency improvements, but it represents one end of a path to sharing, which has a number of stages within it, each of which can deliver valuable efficiency improvements.  This is highlighted in figure 1 below.
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10. A number of the most significant challenges to shared services will relate to the final step on this path due to the requirement to take difficult decisions on staffing reductions across organisations, service location and the operational model for the shared service organisation.  The rate of progress along this path and the agreed end point for an initiative needs therefore to reflect the perceived balance of risk and benefits within the participating organisations, the relationships between their leaders and key managers and staff and the ability of their organisational cultures to support the required changes.  

11. In some circumstances an effective first step could be to focus on the development of an acceptable good practice processes/system which could form the standard for adoption across a particular sector or sectors.  This would allow the benefits of process simplification and standardisation to be realised while helping to build the relationships, trust and organisational cultures and change management structures needed to support more challenging future transformation.

Discussion Points:

· Are there other options for sharing that we have not identified in Fig 1 above ?

· What are the major risks associated with shared services ?
· Are there risks that are specific to the Highlands and Islands ?
· What can we do to overcome these risks ?

· How do we best respond to the concerns of staff over changes to jobs ?
12. If, however, there is clear consensus for the adoption of a full shared service model from the start, then this should be seen as the preferred way forward as it will maximise the potential for efficiency savings which can be re-invested in front line services by the participating organisations.  Where shared service centres represent the preferred option, location decisions will present a challenge and an opportunity for rural areas.  The preferred policy is to locate away from the central belt where costs can be high, but rural areas may also have more of a challenge in attracting and retaining the necessary skilled labour.  In any case, where location decisions are required they will be taken openly with a presumption against unnecessary concentration in any one area.
The Prize

13. We estimate that in Scotland, the public sector spends between 5% and 15% of its operational budget on support services.  In cash terms this equates to figure of between £1.2b to £3.7b based on the overall spend of £24.6b per annum.  Evidence from around the world suggests that operating a shared service can lead to savings of around 20% and if this is applied to the Scottish figures, this could lead to a potential saving of between £250m and £750m or about 1% to 3% of total operational costs.  While theses figures are illustrative, they none the less indicate the potential of the prize to be won.  In a time of increasing customer expectations and demographic challenges coupled with no fresh large expansion of public sector resources, this prize cannot be ignored and the strategy has been framed to pursue and unlock this resource so that it can be put to more efficient use.
14. Shared services is not just about monetary savings, and service to customers, be they the general public or public sector organisations themselves, must be the most important consideration.  Efficiency and good customer service not mutually exclusive.  As with any change programme, shared services can be done well or badly, and in the best run shared service centres customer service can improve at the same as delivering significant efficiency savings.  Sharing can bring a variety of benefits, including a clearer focus on the customer and improved service levels, better management information, greater adaptability to change, better staff development, and sharing of scarce expertise.
Vision for 2015

15. The strategy presents a vision for 2015 which is achievable if we all commit to its successful delivery.  We envisage a Scotland where:

· there are a small number of shared support service providers for all public sector organisations;
· there are standardised processes supporting front line service delivery with technology delivered on a shared basis;
· there is a national organisation for revenues and benefits;
· there is shared asset management (e.g. property and vehicles) at local community planning areas; and
· public sector ICT infrastructure supports joined up working and shared services.
Discussion Point

· What should the vision for shared services in the Highlands and Islands be ?
Guiding Principles

16. The development and implementation of this strategy will be guided by several key principles.  These have been drawn together from discussion with stakeholders and research into best practice adopted elsewhere in the public and private sector.  They include:-
· There is an obligation to deliver public services in the most efficient and effective manner possible.
· Strong and consistent leadership is required from management and politicians.
· There are a range of valid models on the table, including solutions from the public and private sectors and joint ventures.
· The driver for sharing must be a robust business case.
· Statutory status cannot be seen as an inhibition to sharing.
· Accurate baselines and benefits realisation is needed for all projects.
· Customers must have a clearly defined role in governance structures.
· Best employment practice should be used in managing change.
· Systems procured should be scaleable, transferable, platform and vendor independent, and interoperable.
· There is a presumption in favour of standardised solutions and against customisation.
· Location decisions (where required) should be determined openly with no unnecessary concentration in any one area.
· Shared Services must measure and achieve key service performance indicators and development of staff to achieve a continuous improvement culture.
Discussion Point:

· Are there specific shared services guiding principles that should apply to the Highlands and Islands communities ? 

Actions to Deliver

17. The strategy identifies a range of actions to be taken forward at a national, sectoral and regional level.  One of the first of these will be to establish effective governance and co-ordination arrangements to oversee the implementation of the strategy.  This will be designed to ensure high level political and managerial involvement and representation from the different sectors and stakeholder groups.  The key to successful delivery of the strategy rests with ensuring that ownership and responsibility for the strategy and the implementation of specific initiatives is held in the most appropriate place.  It is also envisaged that going forward, the Shared Support Services Sub Group will be reconstituted and assume ownership of the strategy and be responsible for its implementation, monitoring and development.
18. Once these governance arrangements are in place it is proposed that an early task will be for sectoral communities to prepare implementation plans.  We would hope that these would be developed and in place in the year following publication of the strategy.  Part of this will involve collecting accurate baseline data on unit costs and performance.  Communities will take the lead on the majority of projects, and the Executive will be providing central funding to invest in scalable pathfinder projects which will demonstrate that the concept of sharing can work in the Scottish context.
Challenges

19. No one need be under the impression that shared services represents an easy route to savings.  As discussed, the potential prize is large, but there are challenges that will need to be overcome on the journey.  The most obvious of these is funding.  Significant investment would be required to realise the full savings.  An average ratio of 2:1 investment to annual savings has been seen in public sector shared services projects.  The upper end of the annual savings estimates is £750m, which would imply £1.5bn of investment.
20. The Scottish Executive is providing funds through the Efficient Government Fund and the new Efficiency Fund, but this will not be more than £100m.  Although substantial, this will leave a large amount of resources still to be found.  A recent survey by Kable Ltd estimated that in 2005/6 total public sector spend on ICT in Scotland will be £820m.  At least some of these resources could be redirected to shared services.
21. Shared services represents a major change management challenge, in particular in addressing staff  concerns over implications for jobs.  This will undoubtedly represent disruption to people’s working lives, which is why the business case must be robust and shown to offer significant benefits.  Nevertheless, the best run shared service centres can bring a real focus on the customer and on employee development with properly established career paths.  There is a strong challenge to communicate this message to employees, and to offer retraining to those who wish to move to other areas.  The Executive will be preparing a communications strategy and we would be interested to hear if there are any specific communications messages required for Highland and Island communities.
22. We must make every effort to use this period of significant change to build up the change management capacity and expertise of public sector staff and avoid over reliance on external consultants.  The strategy proposes a number of mechanisms to do this including:-

· The use of Efficient Government funding for extended backfilling of posts vacated by experienced staff to enable them to work on shared services change management and related initiatives and pass their experience on to others;

· The wider use of secondments within and between different public sector communities and private sector organisations;

· The development of cross sector training/development programmes covering change management, partnerships working, procurement, commercial and legal arrangements for shared services;

23. There will be significant implications for suppliers of shared services solutions in terms capacity.  The Scottish Executive is working on proposals to ensure our ambitions can be delivered.
Discussion Points:

· What are the options for raising the investment needed for shared services initiatives ? 
· How should we prioritise the areas to invest in first ?
· How can we ensure that we deliver the projected benefits from this investment ?
· What can be done to increase the change management skills and capacity within the public sector ? 

· What specific support will the Highlands and Islands need to help implement shared services ?

· What should we do to ensure we engage effectively with staff and keep them fully updated on progress and respond to their concerns ?
Next Steps
24. The 3 month consultation provides an opportunity to debate proposals in detail with the widest range of stakeholders in tandem with debate on public service reform.  We see this Convention as an integral part of the consultation process, and we are keen that shared services benefit the whole of Scotland in all its diversity.  Feedback from this and other meetings, as well as written responses, will inform the final strategy document, which we hope to publish this summer.  We hope this will be a document that all parts of the public sector can support and which the supplier side are happy to engage with.  If we can achieve this, it will represent a real opportunity for Scotland to take a lead and to make a strong contribution to our goal of delivering world class public services.
Discussion Point:

· What is the best way of engaging with organisations in the Highlands and Islands during the consultation process to ensure the final strategy reflects their views and specific circumstances ? 
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Fig 1: Options for sharing









