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Summary

This report seeks authority from Committee to develop a Full Business Case reviewing the
council’s strategic partnership with Capita, based on the Strategic Outline Case set out in
paragraphs 2.1 — 2.12, with a view to bringing a final report to the Committee in the
autumn. The Strategic Outline Case considers three options: (1) maintain the status quo in
relation to the Customer Support Group (CSG) and Development and Regulatory Services
(DRS) contracts; (2) re-shape the contracts, with some elements coming back in-house;
and (3) bring the partnership to an end. It concludes that option (2) best meets the
council’s objectives, and recommends that a Full Business Case is developed to test this
conclusion.
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Officer Recommendations

That the Committee:

1.

Agrees to review the council’s partnership with Capita, and authorises the
Chief Executive to develop a Full Business Case.

Agrees that the proposed strategic aims underpinning the Full Business Case
should be to:

a) Deliver high quality services;

b) Secure best value for money for Barnet’s residents; and

c) Strengthen the council’s strategic control of services.

Notes the three options identified and considered in more detail in paragraphs
2.4 to 2.7 and Tables 1 to 4.

Agrees that option 2 — realigning the CSG and DRS contracts to bring back in
house those services listed in Table 5 — is the proposed preferred option to be
tested in the Full Business Case.

Agrees that the Full Business Case should review the joint venture
arrangement for the delivery of Development and Regulatory Services.

Agrees that the Full Business Case should be considered by Policy &
Resources Committee, for referral to Council for final decision.

1.1.

1.2.

1.3.

WHY THIS REPORT IS NEEDED

Background

The purpose of this report is to seek authority to develop a Full Business Case
reviewing the council’s strategic partnership with Capita, with a view to
bringing a final report to the Committee in the autumn.

The council has a longstanding approach to service delivery which is based
on commissioning services from whichever organisation can deliver them
most effectively, whether this a partner from the private, voluntary and
community, or public sector; or an in-house service.

In accordance with this approach, the council has two major contracts with
Capita. The first, known as the CSG contract, is for the delivery of the
council’s ‘back office’ functions, including finance, human resources, customer
services and information technology. The second relates to the provision of
development and regulatory services (DRS), including planning, regeneration,
highways, environmental health and cemeteries/crematoriums. This contract




1.4.

1.5.

1.6.

1.7.

is delivered by a joint venture between Capita and the council’, known as
Regional Enterprise Limited, or Re. The terms “DRS contract” and “Re
contract” are used interchangeably in this report. The contracts began in
September 2013 and October 2013 respectively and run for ten years with an
option to extend for up to a further five years. Detailed reports on the
performance of both contracts were provided to the Performance and Contract
Management Committee on 15" November 2016 in relation to the CSG
contract and 28" November 2017 in relation to the Re contract.

Both contracts have delivered significant financial benefits since their
commencement in 2013 and Capita has been instrumental in delivering
efficiencies, service improvements and increased income across a range of
services. Particular benefits have included:

Significant improvements in resident satisfaction across both contracts
Investment in technology and better IT security

Improved revenue collection rates

Implementation of Unified Reward

Improvements in planning and planning enforcement

Additional savings through, for example, office rationalisation

National recognition

Service improvements set out in the contract reviews

However, Members will also be aware of various issues in respect of service
performance across the two contracts, as previously reported to the
Performance and Contract Management Committee (now Financial
Performance and Contracts Committee) and Audit Committee. In relation to
the CSG contract, these have included issues with: financial controls and
reporting; pensions administration; estates; and user satisfaction with back
office services. In relation to the Re contract, issues have been raised on
financial controls and the operation of the Highways service. A number of
these performance concerns were also highlighted in the contract reviews that
were carried out in 2016 and 2017 of the CSG and Re contracts respectively.

Purpose of the review

The council continuously reviews its service delivery arrangements, in line
with its commitment to ensuring that they are as effective and efficient as
possible. Contract reviews were undertaken in year 3 for CSG and year 4 for
Re, and further reviews would in any event be due under the contracts in
years 6 and 7 respectively.

Members will be aware that, following the appointment of a new Capita Chief
Executive and the publication of the company’s 2017 end of year results,
Capita set out a new strategic direction for the organisation. Capita’s focus in
future will be delivering technology-enabled services, at scale, where the
company believes it can add the most value to service delivery.

1 The council’s involvement in the joint venture is through a separate, council-owned company. More details
on the joint venture structure are set out in the Year 4 review of the Re contract linked to in paragraph 6.5



1.8.

1.9.

2.1.

2.2

2.3

2.4

The environment in which local government is operating has also changed
since the contracts were let. Whilst both contracts envisaged the need to
adapt to changing circumstances, it is recognised that, as well as a longer
than forecast period of austerity, the outsourcing market has changed over
time. In addition, the rapidly changing external environment has accentuated
the need for the council to increase the level of direct control it exercises over
the levers that affect its strategic direction.

Against the backdrop of these changes, it is timely to take stock of the
partnership, including the joint venture arrangement for the delivery of the
DRS contract, and consider the most appropriate approach going forward.

REASONS FOR RECOMMENDATIONS
Aims

In developing preliminary proposals, officers have been guided by three key
aims. It is recommended that the Committee endorse these aims to guide the
development of a full business case:

(a) To deliver high quality services;
(b) To secure best value for money for Barnet’s residents; and
(c) To strengthen the council’s strategic control of services.

Options
This report considers three broad options for the future:

1. Maintain the status quo in relation to the CSG and DRS contracts;

2. Re-shape the contracts to better align service delivery to the council and
Capita’s strengths and priorities, within the context of the existing
contractual structure; and

3. Bring the partnership to an end, and either bring services back in house or
re-procure them.

Assessments are based on the following principal sources of evidence?, in
addition to those reports referred to in paragraph 1.5 above:

NSCSO Full Business Case

Approval of Bidder for DRS services

Year Three Review of CSG contract

Year Four Review of RE contract

End of Year 2017-18 Contracts Performance Report

Option 1 would involve continuing with the CSG and DRS contracts as they
are currently, and driving change using existing contractual levers. A

2 Links to these reports can be found in Section 6 of this report, Background Papers



2.5

preliminary assessment of the effectiveness of this approach in meeting the
council’s aims is set out below.

Table 1: Assessment of Option 1

Aim

Option 1 - status quo

High quality services

Medium — while some services are performing well,
there remain areas of persistent poor performance.
These are generally (though not exclusively)
concentrated in areas that are non-core to Capita,
where they have relatively few local authority clients
and where there is limited opportunity to benefit from
economies of scale and new technologies. The
existing partnership working and contractual levers
have been effective in driving performance
improvement in some areas, but can be
cumbersome. This is time and resource intensive in
undertaking the contract management (as the
council is currently doing) and detracts resource
away from more strategic requirements.

Value for money

High/Medium — as noted above, the contracts have
delivered significant savings, and for many services
the current clearly score “high” value for money.
However, the Re review noted difficulties in
benchmarking the value for money of special
projects, and the contractual structure does not lend
itself easily to changing priorities or performance
standards.

Strategic control

Low — the model involves delivery of both strategic
advice and transactional services through the
contracts. This places strategic direction of key
corporate functions at arms’ length from the council
and can make it difficult respond to new challenges
rapidly. While Capita has expertise in many of these
services, the bespoke nature of advice required does
not lend itself to the company’s corporate focus on
technology enabled services.

Option 2 would involve re-shaping the contracts, allowing Capita to focus on
the areas in which they can add most value and bringing some services back
in house (or transferring them to alternative specialist providers). Contracts
would be re-shaped within the context of the original procurement and the
existing contractual framework. A preliminary assessment of the
effectiveness of this approach in meeting the council’s aims is set out below.




2.6

2.7

Table 2: assessment of option 2

Aim Option 2 — Re-shape contracts

High quality services | Medium/High — this option creates flexibility for
services to be run by the organisation best able to
recruit and retain high quality staff and invest in the
appropriate level of technology. There is some risk that
in the short-term management and staff attention on
delivering organisation changes may distract from
service improvement, and that some Capita staff may
choose not to move across to the council.

Value for money High — the benefits of economies of scale are
maintained, but the council is able to flex services
more effectively to changing needs. An appropriate
commercial agreement is fundamental to securing the
value for money benefits.

Strategic control Medium/High — the council could bring back those
elements of the contracts, which directly support the

shaping of the strategic direction of the council.

Option 3 would involve ending the partnership, and either bringing services
back in house, or identifying alternative providers.

Table 3: assessment of option 3

Aim Option 3 — End partnership

High quality services | Medium/Low — wholesale in-sourcing or re-
procurement is likely to divert management and staff
time from service improvement. Many staff based
outside of London may choose not to relocate to
Barnet. Low unemployment locally is likely to make it
hard to recruit to consequent vacancies

Value for money Low — Capita has delivered significant economies of
scale across transactional services, including by
delivering them outside of London. The council would
not be able to replicate these savings.

Strategic control Medium/High — wholesale insourcing would in time
give the council direct control over all services,

following a complex transition.

Recommended Preferred Option

The conclusions of the analysis in paragraphs 2.4-2.6 are summarised in
Table 4 below. Based on the preliminary assessment, option 2 is preferred. If
agreed by the Committee, the full business case will test this finding by further
assessing all three options, with a view to making a final recommendation to
P&R in the Autumn, for referral to Council for decision.




Table 4: summary of conclusions

Aim Option 1 Option 2 Option 3
High quality Medium Medium/High Medium/Low
services

Value for money Medium/High High Low
Strategic control Low Medium/High Medium/High

2.8 Option 2 relies on a service-by-service assessment to determine which party
is best placed to deliver each contract element going forward. An initial
assessment of each service provided under the two contracts has been
carried out based on the aims set out in paragraph 2.1 above, and having
regard to Capita’s future strategic direction. The outcome of this preliminary
assessment is summarised below.

2.9 The Committee is invited to approve the recommendation that the full
business case considers in more detail the case for re-aligning the contracts
by insourcing the services listed in Table 5. The Committee will wish to note
that while this is the starting point for development of the full business case,
more detailed analysis may suggest a different mix of services to be retained
by Capita or returned to the council. Furthermore, there may be some
services that are best transferred to an alternative specialist provider. Where
relevant, these options will be addressed as part of the development of the full
business case.

Table 5: services to be considered for insourcing

Scope to Scope to Scope to
improve service | improve value | improve
performance for money strategic
control

CSG contract

Finance and Accounting v v

(excluding transactional services

provided from the Darlington

shared service centre)

Estates (Property Services, v v v

Building Services and Facilities

Management)

Strategic HR v

Safety, Health and Welfare v

Insight v

Social Care Direct v'3

3 The Social Care Direct service is considered to perform well, but with scope for improved services through
more highly skilled initial triage.



RE/DRS contract

Regeneration Commissioning v v
(including commissioning the
Brent Cross programme)

Highways v v v

Economic Skills and Development v

Cemetery and Crematorium*

Strategic Planning v

2.10 The starting point for the full business case is, therefore, that that the
remaining services would continue to be provided under the existing
contracts. These services are listed in table 6 below.

Table 6: services proposed for continued delivery through existing contracts

CSG contract

Procurement

Finance — transactional services provided from the Darlington shared service centre

Revenues and Benefits

IT

Estates — Printing

HR Payroll

HR Pensions Administration

Customer Services

Customer Transformation Programme

RE/DRS contract

Development Control (planning and other consents

Planning Enforcement

Building Control

Land Charges

Trading Standards

Licensing

Environmental Health

Delivery of the Brent Cross Thameslink programme, and potential future regeneration
commissions

2.11 The Committee will note that in a small number of cases the preliminary
assessment suggests that services should remain with Capita despite current
performance issues. This is because Capita is believed to have both the

4The Cemetery & Crematorium service is considered to perform well, and is proposed for insourcing as it is not
seen as a strategic service by Capita in the long term.
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3.1

4.1

4.2

capability and capacity to resolve these issues to the council’s satisfaction.
The full business case will test this further.

The Full Business Case will also address:

a) the future arrangements for the delivery of corporate programmes, which
is currently commissioned through the special projects process and funded
from the transformation reserve; and

b) the financial model associated with procurement, with particular focus on
the options to reform the current gainshare mechanism.

ALTERNATIVE OPTIONS CONSIDERED AND NOT RECOMMENDED

The Committee could choose not to proceed to the full business case stage.
This is in effect supporting Option 1: maintain the status quo. If the
Committee agrees with the aims set out in paragraph 2.1, then the
preliminary assessment suggests that Option 1 is not the most beneficial to
the council, as set out in Table 4. In accordance with good practice, the full
business case would re-assess all three options and test the preliminary
finding that option 2 is preferred.

POST DECISION IMPLEMENTATION

Besides testing and refining the assumptions in this strategic outline case,
development of the full business case will need to address other important
issues including:

a) commercial terms, including ensuring that future service provision is
affordable within the constraints of the council’s medium term financial
challenge;

b) due diligence — the process of ensuring that the council fully understands
the implications of in-sourcing services, including the impacts on staff and
key systems (such as Integra), and clarity about responsibilities and
interfaces with the remaining contracted services;

c) arrangements for accommodating returning services (or procuring an
alternative provider if that is the recommended approach), for example
ensuring appropriate management structures, systems and software
licenses are in place;

d) arrangements for the services retained by Capita, for example through
updating volume baselines and key performance indicators; and

e) transition planning and defining the detailed activities that would be
required for implementation (including the contractual process for
implementation), and the associated resourcing requirements and
timescales.

It is proposed that this work should proceed over the summer, in accordance
with the principles of the council’s project management toolkit. Officers will as
a first step produce an outline business case, prior to developing a full



4.3

4.4

5.1

5.1.1

5.2

5.2.1

5.2.2

5.3

5.3.1

5.3.2

5.4

5.4.1

business case for consideration by this Committee in the autumn and
subsequent referral to Council.

Throughout the development of the full business case and any subsequent
implementation period the council will continue to exercise robust contract
management to ensure that required service improvements are delivered,
including for those services that are being considered for in-sourcing.

The council will also seek to minimise disruption to staff employed across both
contracts and within the council during this period.

IMPLICATIONS OF DECISION
Corporate Priorities and Performance

The aims set out in paragraph 2.1 have been designed to ensure high quality,
good value services as envisaged in the council’s Corporate Plan. The
preliminary assessment of services summarised in tables 5 and 6 is intended
to maintain the council’s ongoing approach of commissioning services from
most effective available provider.

Resources (Finance & Value for Money, Procurement, Staffing, IT,
Property, Sustainability)

As noted above, the resource implications of any change in contract
arrangements will be incorporated into the full business case for consideration
by the Committee in making its final recommendation to Council.

To develop the Full Business Case to bring to Committee in the autumn, up to
£300,000 of resources is required, to be funded from reserves. This is
justified by the scale of the contracts and the importance to the council of
delivering best value going forward.

Social Value

The Public Services (Social Value) Act 2013 requires people who commission
public services to think about how they can also secure wider social,
economic and environmental benefits. Before commencing a procurement
process, commissioners should think about whether the services they are
going to buy, or the way they are going to buy them, could secure these
benefits for their area or stakeholders.

The contracts include several requirements that relate to social value, for
example the provision of apprentices. The importance of at least maintaining
these benefits will be reflected in the full business case.

Legal and Constitutional References

The Full Business Case will confirm the contractual basis for implementation
of the agreed changes. The contracts include detailed provisions for such



54.2

5.4.3

54.4

54.5

5.5

5.5.1

5.5.2

5.6

5.6.1

changes and the full business case will confirm the recommended steps to
implement the preferred option.

Detailed legal support is being provided to ensure that the council meets its
legal obligations, for example in relation to public procurement regulations.

Council Constitution, Article 7 (Committees, Forums, Working Groups and
Partnerships) provides that the Policy and Resources Committee is
responsible for ‘Strategic Partnerships’.

Council Constitution, Article 7 (Committees, Forums, Working Groups and
Partnerships) provides that the Financial Performance & Contracts Committee
is responsible for the oversight and scrutiny of the council’s major strategic
contracts including analysis of performance and contract variations.

Council Constitution, Article 4 (The Full Council) provides that Full Council can
make decisions on matters normally reserved to committees...where the
matter is so significant that it requires all Members to determine. The
recommendation is that the final decision is referred to Council as the matter
is so significant.

Risk Management

The decision to move to the full business case stage has relatively limited
risks. The key risks are:

e Unsettling or distracting staff who may be affected. Both the council and
Capita will engage with their staff as set out in section 5.8 below.

o Difficulties in recruiting to vacant posts in services that might be
transitioning in future.

e Loss of key staff from services that are affected by proposals set out in this

report.

The risks of any contract realignment will be set out in the full business case
for consideration by the Committee.

Equalities and Diversity

Equality and diversity issues are a mandatory consideration in the council’s
decision-making process. Decision makers should have due regard to the
public sector equality duty in making their decisions. The equalities duties are
continuing duties they are not duties to secure a particular outcome. The
equalities impact will be revisited on each of the proposals as they are
developed. This project is in a formative stage so the equality impacts will need
to be updated as the project is progressed. The statutory grounds of the public
sector equality duty are found at section 149 of the Equality Act 2010 and are
as follows:



A public authority must, in the exercise of its functions, have due regard to the
need to:
(a) eliminate discrimination, harassment, victimisation and any other
conduct that is prohibited by or under this Act;
(b) advance equality of opportunity between persons who share a relevant
protected characteristic and persons who do not share it;
(c) Foster good relations between persons who share a relevant protected
characteristic and persons who do not share it.

Having due regard to the need to advance equality of opportunity between
persons who share a relevant protected characteristic and persons who do
not share it involves having due regard, in particular, to the need to:

(a) remove or minimise disadvantages suffered by persons who share a
relevant protected characteristic that are connected to that
characteristic;

(b) take steps to meet the needs of persons who share a relevant protected
characteristic that are different from the needs of persons who do not
Share it;

(c) Encourage persons who share a relevant protected characteristic to
participate in public life or in any other activity in which participation by
such persons is disproportionately low.

The steps involved in meeting the needs of disabled persons that are different
from the needs of persons who are not disabled include, in particular, steps to
take account of disabled persons’ disabilities.

Having due regard to the need to foster good relations between persons who
share a relevant protected characteristic and persons who do not share it
involves having due regard, in particular, to the need to:

(a) Tackle prejudice, and

(b) Promote understanding.

Compliance with the duties in this section may involve treating some persons
more favourably than others; but that is not to be taken as permitting conduct
that would otherwise be prohibited by or under this Act. The relevant protected
characteristics are:

eAge

e Disability

e Gender reassignment

e Pregnancy and maternity

e Race,

e Religion or belief

e Sex

e Sexual orientation

e Marriage and Civil partnership

5.6.2 Accordingly, an Equalities Impact Assessment will be developed as part of the
work to develop the full business case. The EIA will consist of two parts, the
first assessing the impact on customers / users of services, and the second
assessing the impact on the workforce. An initial Equalities Impact
Assessment will be prepared and considered early in the development of
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5.7.1
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5.8.1

5.8.2

5.8.3

5.8.4

5.8.5

business case, and reviewed regularly as the business case progresses.
Corporate Parenting

Capita provide a small number of services to care leavers living in Barnet,
most notably in relation to the revenues and benefits service. The continued
focus on high quality services through the development of the full business
case will ensure that these services continue to be provided.

Consultation and Engagement

The Council is committed to securing best value by continuous improvement
in the way in which its functions are exercised, having regard to a combination
of economy, efficiency and effectiveness. As part of that commitment the
Council will be undertaking appropriate consultation on options and proposals
in accordance with the duty under section 3 of the Local Government Act
1999, and with proper regard to Central Government Guidance. The results of
consultation will be considered in full and will form a key part in informing the
equality impact assessment and the FBC and recommendations of the review.

Any proposals that involve the transfer of services from one provider to
another (including transfer in-house or to alternative providers) will entail a
statutory requirement to consult with affected staff and their representatives
under the Transfer of Undertakings (Protection of Employment) Regulations
(TUPE). These requirements will be triggered in the event that a decision to
transfer services takes place and prior to any transfer being effected. The
consultation requirements will be factored into the full business case.

However, it should be noted that it is good practice to engage with all staff
from the point at which any potential for transfer of services becomes
generally known, throughout the decision making and transition periods and
for a period post transfer (if a transfer takes place). Early engagement with
staff assists in managing risks of staff becoming unsettled or distracted as
outlined above. It also assists in preventing loss of key staff during the
decision making and transition periods, as well as ensuring the council
continues to attract high calibre individuals by maintaining its reputation as an
employer of choice.

Likewise, early engagement and ongoing dialogue with staff representatives is
also good practice, with the aim of early identification and resolution of issues,
reaching agreement on processes and approach to managing the workforce
aspects of transfer and addressing any issues that may arise at the earliest
opportunity so that statutory consultation and the transition itself can run
smoothly for affected staff.

In line with good practice set out above, work is already underway to agree a
joint staff engagement and communication plan between the council, CSG
and Re to ensure there is transparent and consistent messaging for all groups
of staff and their representatives throughout the coming period. A dialogue
has also started with staff representatives and will continue throughout the
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6.8

6.9

decision-making process and any subsequent decisions taken by the
Committee.

Insight
The full business case will draw on the analysis and benchmarking

undertaken as part of the CSG and Re contract reviews, as well as more up to
date data as appropriate.

BACKGROUND PAPERS

Approval of NSCSO full business case:
http://barnet.moderngov.co.uk/documents/s6649/NSCSO.pdf

Approval of preferred bidder for DRS services:
https://barnet.moderngov.co.uk/documents/s9226/DRS%20Cabinet%20Repor

t.pdf

Capita transformation update:
https://www.capita.com/news/news/2018/transformation-update-and-
proposed-fully-underwritten-701m-rights-issue/

Year three review of CSG contract:
https://barnetintranet.moderngov.co.uk/ieListDocuments.aspx?Cld=693&MId=
8796&Ver=4

Year four review of RE contract:
https://barnetintranet.moderngov.co.uk/ieListDocuments.aspx?Cld=693&MId=
9134&Ver=4

Report into children’s social care services in the London Borough of Barnet:
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/
attachment_data/file/676435/Commisisoner Report_into_Barnet Children_s
Social Care_ Services.pdf

Report to Financial Performance and Contracts Committee — End of Year
2017-18 Contracts Performance Report:
https://barnet.moderngov.co.uk/documents/s47149/EQY %202017-
18%20Contracts%20Performance%20Report.pdf

Report to Audit Committee, CAFT annual report:
https://barnet.moderngov.co.uk/documents/s46044/Appendix%201%20-
%20CAFT%20Annual%20Report%20201718.pdf

Reports to Performance and Contract Management Committee

Quarter 3 2017-18 Performance Monitoring Report (Part C: Contract
Performance):
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https://barnet.moderngov.co.uk/documents/s45224/Q3%202017-
18%20Report.pdf

Quarter 2 2017-18 Performance Monitoring Report (Part C: Contract
Performance):
https://barnet.moderngov.co.uk/documents/s43586/Quarter%202%20201718
%20Performance%20Monitoring%20Report.pdf

Quarter 1 2017-18 Performance Monitoring Report (Part C: Contract
Performance):
https://barnet.moderngov.co.uk/documents/s42044/Q1%202017-
18%20Performance%20Monitoring%20Report%20010917.pdf



https://barnet.moderngov.co.uk/documents/s45224/Q3%202017-18%20Report.pdf
https://barnet.moderngov.co.uk/documents/s45224/Q3%202017-18%20Report.pdf
https://barnet.moderngov.co.uk/documents/s43586/Quarter%202%20201718%20Performance%20Monitoring%20Report.pdf
https://barnet.moderngov.co.uk/documents/s43586/Quarter%202%20201718%20Performance%20Monitoring%20Report.pdf
https://barnet.moderngov.co.uk/documents/s42044/Q1%202017-18%20Performance%20Monitoring%20Report%20010917.pdf
https://barnet.moderngov.co.uk/documents/s42044/Q1%202017-18%20Performance%20Monitoring%20Report%20010917.pdf

