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Improving public sector efticiency

Good practice checklist for public bodies

Audit Scotland, the Northern Ireland Audit Office and the Wales Audit Office have drawn on
our combined knowledge and experience to develop this good practice checklist. We infend
for the checklist to promote improvement and facilitate detailed review, reflection and self-
assessment by audited bodies. VWe hope that by setting out the key principles that apply to
public bodies in all of the devolved administrations, there will be a consistent tool to help you
assess your own approach to efficiency during these challenging fimes.

C")(-\UDIT SCOTIAND  [N|I1]/A]O

Morthern Ireland Audit Office SWYDDRA ARCHWILIO CYMRL
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Part One:
Introduction

The need to review public services

1. From mid-2008 until the end of 2009,
the UK's economy was in recession.! The
longterm implications of the recession for
the public finances and the pressures on
service delivery are not yet known but it is
clear there will be significant reductions in
resources for the public sector, at the same
time as needs and demands continue to
increase.?

2. In December 2009 the Chancellor
delivered his pre-budget statement seffing
out the UK Government's tax and spending
plans.® Using information confained within
this statement the Institute for Fiscal Studies
estimates that by 2013/ 14 there will be a
real term fall in UK Government spending
averaging 3.2 per cent a year. This is a
reduction of £35.7 billion over the three
years from 2011/12 -2013/14.4
It is very unlikely that this scenario, or
something very like it, can be avoided.

3. While there is recognition across the
public sector that there are serious
financial challenges ahead, making the
required savings through efficiency will
become increasingly difficult. Public sector
bodies need to be considering workforce
flexibility, rationalising the assets used and
considering alternative ways of delivering
services. Without considering such issues,
public bodies have limited discretion to
reduce their costs while maintaining the
levels and quality of front line services.

What is required?

4.

To meet the challenges presented by the
current economic climate public bodies
need to fake stock and consider how

they will secure greater efficiency and
improvement. This is urgent because
financial year 2009/ 10 is likely to be the
peak year for public spending for some
fime to come.

The drive to improve efficiency and
productivity is not just an exercise for
managers and service providers. It also
requires sfrong leadership and engagement
from the very top of organisations. This
checklist is to help board members, elected
members and senior managers fo give

this leadership and to check, challenge,
monitor and support their organisations

in delivering efficiency and productivity
improvements. The main audience for this
checklist includes everyone concemned

with identifying and monitoring efficiency
improvements, but in particular leaders and
senior decision-makers.

The checklist sets out questions key
decision-makers can use to assess the
organisation’s development and to
challenge existing arrangements. The
checklist is structured around the three key
elements that should be included within a
fundamental approach:

* Priority-based budgeting and spending;

* Improving information on productivity,
efficiency and outcomes; and

1 A recession is a period during which economic output declines, usually only being termed a recession after two or more
quarters of negative growth. However, sustained below trend growth is often also viewed as recessionary. Although the UK
economy is now officially out of recession, forecasts predict a slow recovery in 2010, with only modest growth likely.

Scotland’s public finances: preparing for the future (Audit Scotland, November 2009) highlights that Scotland’s public sector

2

is under the greatest financial pressure in the ten years since devolution

htip:/ /www.auditscotland.gov.uk/ utilities /search_report.php?id=1146
3 Pre-Budget Report 2009: Securing the recovery: growth and opportunify, HM. Treasury, December 2009.
4 Public spending, Institute of Fiscal Studies presentation, December 2009.
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e Betfer collaboration and joint working

(Exhibit 1).

About the checklist

7. A key role for UK audit agencies is that
they work to support the achievement of
value for money in the public sector. This
is reflected in recent reviews and work
undertaken by audit agencies, including:

e Audit Scotland’s report on the Scottish
Government's efficiency programme?

e The National Audit Office's review of
reported cash releasing savings®

e The Northern Ireland Audit Office’s
work on efficiency related issues, such
as managing sickness absence”

® The Wales Audit Office’s work on
efficiency, including a range of
efficiency-focused topics on its Good
Practice Exchange website®

e A joint report by all UK audit agencies
info the value for money of public sector
corporate services.”

8. Audit Scotland, the Northern Ireland
Audit Office and the Wales Audit Office
have drawn on our combined experience
fo develop the detailed good practice

checklist in Part 2. It is in the form of a
series of questions about good practice,
organised under the three key elements in
Exhibit 1. It is infended to promote defailed
review and reflection and, if necessary, a
basis for improvement. We recommend
that those responsible for leading efficiency
and improvement work should consider
assessing themselves against each
question, and recording the results.

We suggest you record the results of your
assessment fo show separately:

e whether you have considered each
question for your organisation;

® comments fo support or explain your
assessment; and

® required actions.

The overall aim is to help identify whether
any action is needed fo improve the
delivery of efficiency and productivity
improvements for your organisation.

Please note that this checklist is infended to
offer only general support to public bodies.
It does not replace your own organisation’s
financial guidance or relevant guidance
produced by the UK, Scottish or Welsh
Assembly Governments, the Northern
Ireland Executive or other relevant
authorities.

® N O O

http:/ /www.wao.gov.uk/goodpracticeexchange.asp

O

Improving public sector efficiency, Audit Scotland, February 2010 (http:/ /www.auditscotland.gov.uk|
Independent Reviews of reported CSRO/ Value for Money savings, National Audit Office, December 2009.
Managing Sickness Absence in the Northern Ireland Civil Service, Northern Ireland Audit Office, May 2008.
For example sickness absence, fleet management, buildings management and smarter ways of working, see

Value for money in public sector corporate services, Public Audit Forum, June 2007 .
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Exhibit 1

Key elements to securing greater efficiency and productivity

Adopting a priority-based approach to budgeting and spending

The public sector is facing difficult decisions in the current economic climate. It needs to adopt a priority-based
approach fo budgeting and spending, consider competing priorities and decide where to target the limited
funds available.

leaders need to promote systematic innovation and learning fo support improvement.

More work needs to be done to demonstrate a clear link between priorities, budgets and the performance of
services. A priority-based approach to budgeting means that leaders in public sector organisations should:

e identify the money available;
* clearly demonstrate how services contribute to national and local objectives and outcomes; and
® review each policy and service and decide if they deliver value for money.

In considering whether policies and services deliver value for money, leaders should consider which ones:

* are absolutely essential to delivering agreed outcomes and are already being delivered as efficiently and
effectively as possible;

® should continue but need to be redesigned or reshaped to deliver them more efficiently and effectively; and
® could stop without significantly affecting public services and outcomes.
Strong leadership is needed across the public sector to respond fo these challenges effectively.

Improving information on productivity, service quality and performance

Making good decisions and being clear about priorities requires good information. In particular, the public
sector needs to understand better the relationship between the costs, volume and quality of services to get
improvements in productivity and reductions in cost.

Public bodies also need to be able to demonstrate that efficiency savings have not resulted in a cut in services
delivered (either the level or quality), or if cut, cut following a rational analysis of priorities.

To do this, public bodies need to have good information on costs, activity, productivity and quality of services
and demonstrate how these are linked. Public bodies should also assess the scope to improve and streamline
their business processes fo remove unnecessary activity.

Improving collaboration and joint working to deliver efficient and user-focussed services

A step change in public secfor efficiency will require more effective joint working and the elimination of
duplication between services.

This requires strong leadership across the public sector, increased flexibility, identifying innovative approaches to
how services are provided, and breaking down any traditional barriers to making this work effectively.

Good quality information is essential to inform collaborative decision-making.

Collaboration and joint working can take a number of different forms, including contracting with altferative
providers, shared support services and infegrated approaches to delivering front line services.
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