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written consent.
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This report does not express any form of assurance and does not constitute any legal
opinion or advice.
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Forew ord

Message from the Somerset Chief Executives- placeholder

Key points to include

1. A strong case for change has emerged from t
case we might have individually predicted at the start, it does advocate for collective

change.

2. We are all on our individual transformati on
Asi s statedo. Whilst these will uncaamwvedly deli
convinced that staying purely to our own paths is not an option. We can collectively do

better.

3. This is only the start. Some of the system wide challenges and opportunities go

beyond any Council boundary. Despite upcoming council elections, we do believe it is
possible and desirable to maintain some momentum on the progress made to date. We will
find areas that allow us to continue safely prior to the elections e.g. Strengthening the
report content; seeking out and building stronger alliances; collaborating on areas of
common purpose etc.

4, We need to consider the resourcing and development of a detailed business case
and programme for delivering our preferred option

Final version to be agreed by the Somerset CEOs on the 13th Feb
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1. Introduction and approach

1.1. The challenge and opportunity

The context for Somerset commissioning this work was critical . It shaped the options
development and will continue to shape the journey through a complex and challenging
process towards Local Government Reform - whatever option is ultimately pursued.

The i mpact of funding cuts and pr ehawelongbeeman Adul
driver for local government change. Stting alongside that, central government is

becoming far more overt about encouraging Local Government Reform (LGR) and there is

clearly a shift in policy at MHCLG . Building a Somerset leadership alliance and a case for

change are critical building blocks for this work.

It is important that the criteria  to assess the options are not purely financial, as they also

need to be based on a credible geography and a
needed to develop collaboration between key stakeholders, ensuring an engagemen tin

exploring the range of options available ; not leaping to conclusions and ensuring key

players had a voice in these early discussions.

The commissioningc 0 u n d-éatlessidip team for this work was made up of Chief Council
Officers and Leaders from the six district councils and the county council for Somerset.
Between them, they share history of professional and political working, having run various
joint endeavoursresulting in mixed levels of success. The decision to come together as a
group earlier i n 2018 was prompted by a rallying moment. In response, this group made a
decision to work together to look at the options for the future shape of local government
in Somerset.

The two unitary authorities in the ceremonial county of Somerset are Bath & North East
Somerset Council (BANESaNnd North Somerset Council (NS) Their Leaders and

Chief Council Officers also accepted an invitation to engage in some preliminary discussion
of the op tions.

Over time, a greater sense of common purposeand opportunity has evolved. Development
of a shared purpose that binds the team together has beenessential work. There is a huge
opportunity to deliver a change in the way public services are delivered and to reshape
local government for the benefit of the community it serves. The creation of a coherent

0 p | awileréspect and build on the heritage of the area . It can be a powerful catalyst

for driving increased economic resilience, improve qu ality of life and the environment
within which that life exists . There is the opportunity to shape integrated services around
all citizens and to create a modern, financially sustainable, digitally enabled council that
meets the expectations of 21 st century citizen.

There is a great deal to celebrate in Somerset. The county has a rich heritage and
outstanding natural assets on which to draw . With its position between the South West and
routes to London, its location offers great potential for the future. Quality of life is (on
average) high and residents value the beauty of the countryside and coast on their
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doorstep. People feel a sense of connection to their place, and specifically their town
or village where many benefit from strong and thriving communi ties.

Somerset also faces many challenges for example : How best to deliver good services and
support to all residents across a dispersed population following a period of sustained and
ongoing budget constraint ? How bestto provid e security to an ageing demographic and
opportunity to its youth ? How bestto generat e more inclusive growth, despite a tight
labour market ?

Brexit is creating additional uncertainties to trade and employment (but also opportunities
for better land management). Climate change is already having an impact on areas of
outstanding natural beauty and o n risks of flooding. For Somerset to meet these
challenges, local government must play its full part.

1.2. Whatwe setoutto explore

The initial requirements of the commission were two -fold:

To identify, critically appraise and develop the high -level business case for options
regarding the potential changes to the way local government and potentially other
local services operate and are organised in Somerset. The outputs would be used to:

9 contribute to and form part of the information that the six councils would
consider when making decisions about any proposals that they would wish to take
forward, including potentially submitting to the government a proposal for a
different structure or arran gement of councils within Somerset

1 examine the options for change, taking into account the financial implications as
well as other drivers, within the context of relevant Government policies and
initiatives such as devolution and combined authorities

9 provide a rich context to underpin the options

To help develop an implementation plan and next steps, covering ease of
implementation, costs of implementation and potential hurdles and risks

An originally independent piece of work aimed at strengthening t he existing Leaders/Chief
Executive Partnership to develop a strong alliance capable of collectively taking forward

any preferred option(s) was also subsumed into the commission. This became the third
strandofwork. It ensur ed t he 0L eadudrdeveldpp cleadsénseaoh c e
purpose and case for change to enable strong communication, engagement and a context
for analysing all options.

Holding onto the interdependen ce within the alliance has been and will remain crucial
given the numerous governance systems that exist and are represented by the group
today. Each Leader and Chief Executive partnership represents the existing democratic
processes and scrutiny procedures, and whilst many strategic outcomes align, the current
priorities and approaches di ffer by council. Without a single governing system, this
collaboration needs to be done with reference to the differing democratic units. The
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requirement for both stronger confidence in and proven outcomes from collaborative
decision making, is a large part of what we can learn through this work.

What became clear as we started to explore the challenge, was that the purpose was not
to create an assessment of the best options, but create a set of assessment criteria that
would:

91 Allow all feasible options t 0 be assessed and discussed by the stakeholder group

1 Encourage all stakeholders to explore all feasible and achievable options without
prejudice
1 Ensure that short term financial challenges were only part of the case for change

1.3. Understanding Somerset

1.3.1. Somerset dthe place

Somerset has excellent natural assets; from beautiful countryside and coast to national

parks and nature reserves dall offering high quality of life for the area. The environment

and nature are part s aodoffer anckrepcesenta majodmllfordent i t vy
touri sm, one of Somersetds main industries. Ho
(moorlands) are at risk, perhaps more so than in other regions. Sustainability of the land

and natural environment is a significant co ncern for many residents and business owners

who view Somersetds natur al assets as key to i
environmental sustainability, with many expressing concern about the scale of the climate

change challenge. Across communities, floodi ng risk continues to be a major issue despite

substantial investments to mitigat e the risk and manage any impact.

Climate change also represents a challenge to the agriculture industry &a cornerstone of
the rural economy, with concerns that issues of floo ding and soil loss lack strategic focus
and prioritisation across the county. However, some positive impacts for farming come in
the form of Brexit. While many businesses worry about the uncertainty that may be caused
by Brexit, in agriculture it offers op portunity to reform farming subsidies that could allow
closer alignment with land management strategies.

While offering a relatively high quality of life, the rural landscape offers further challenge

to the people and communities of Somerset in terms of se rvice accessibility and economic
growth, which are hampered by key issues of transport infrastructure and digital
connectivity. Poor roads create challenges for the transportation of goods and the ability

of residents to travel to work, and the absence of reliable and inexpensive public
transport compounds issues of isolation and the access to services and jobs for lower
income, young and elderly people. Digital connectivity is also a key issue for Somerset
businesses, even more so than the transport infras tructure, representing a core blocker to
economic growth.

The dispersed rural environment also offers a complex picture for service delivery. Widely
different boundaries from community services serving specific neighbourhoods; to district
council services within district boundaries; to services like health  (where the boundaries
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are co-terminus with the County Council ) and other public services working on wider
footprints including the Environment Agency, Exmoor National Park, and Highways, add to
the chall enges of effective partnership working and delivery arrangements.

1.3.2. Somerset dthe people

Despite the complexities and challenges of life in a rural county, the people of Somerset
link their sense of identity strongly to the local area. While not meaningful  at a district
level, at the county level and the local village or town level, local identity is important.

The latter is stronger, due to strong, close -knit communities in rural areas, such as
Wiveliscombe, Dulverton, Wincanton, Porlock, Frome and Watchet , which have a high
level of community activity. This is perhaps cemented by the existence of volunteer,
community and faith groups (for example, The Hub in Yeovil) truly embedded in the
community and operating at a hyper -local level, which as well as prov iding services in a

ni mble and flexible way, are often seen as the
them a sense of agency that is not always achieved through relationships with local
authorities.

At a Somerset county level, while people strong ly identify with and are proud to be from
Somerset, this is perceived to hold little value to people outside of the county. There are
many opportunities to attract new investment, businesses and people, but they require a
more distinct and clearermessage about Somer setds identity and

Somerset has the potential to attract a wide range of people, however it has an ageing
demographic, placing growing demands on services. It has been reported from numerous
sources that young people have to leave th e county for university and early career
opportunities and often do not return . Social mobility is low. A division in opportunity for
people in Somerset has been identified, depending on their backgrounds and location, with
both urban and rural settings cr eating different challenges.

While Somerset is home to some important national and international businesses, such as
Screwfix, Clarks and AgustaWestland (now Leonardo Helicopters), the local economy is
characterised by low wages, low skilled jobs and a re latively weak business ecosystem.

Businesses report a tight labour market, making recruitment difficult at all levels, with
particular problems in caring roles, professional skills, engineering and maintenance.
Businesses expressed a desire to hire locally but low skills present a barrier and some
industries are not seen as attractive to young people (nuclear, construction). To attract
workers from outside Somerset, firms have to be creative , focusing on many of the
lifestyle benefits of Somerset life.

However, Hinkley Point (all sites) and schemes such as the Bridgwater Gateway
development, for example, represent a significant opportunity to provide immediate and
long-term jobs and skills in Somerset. Hinkley Point C has the potential to be positive for
long term skills development. Indeed, there has been a clear and collaborative strategy
developed among the District Council, Chamber of Commerce, EDF and other partners for
the development at Hinkley and success stories of engaging with local schools and Colleges
and with small SMEs for local supplier contracts .
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1.3.3. Somerset dthe services

In Somerset, as in many other places, year upon year of austerity has led to a system
under strain, with serio us gaps in provision now emerging. However, despite the gaps and
complexities in accessing services, many still have a positive experience when interacting
with services.

Mental health provision is one of the major gaps for people of all ages, with the eff  ects of
austerity compounded by rising demand, which in part is positive due to rising awareness,
but also may be caused by reduced services elsewhere. Services for children have been
badly affected by cuts to education and youth services and there is conc ern across the
sector that these cuts will lead to increased future demand for mental health services.

At the other end of the spectrum, the wellbeing of older adults, both mentally and
physically, is affected by cuts to the services they rely on: from co mmunity nurses, to day
centres, to public transport which reduces health and increases social isolation.

Those on low incomes also have had problems exacerbated by the introduction of
Universal Credit, which has led to a rising local trend in the reliance  on foodbanks.

Housing is also a challenge including the availability of affordable housing, temporary
accommodation, and age appropriate accommodation for older people, which have
combined to create an increase in homelessness and rough sleeping. Planning was seen to
be a key issue with staff cuts in some authorities leading to lengthy planning processes and
backlogs.

To these rising challenges have been responses that fall into two broad camps: the first
response is prioritisation, raising of assessment criteria for access to services, and the
diversion of demand to other services and the community. The challenge with this

approach is that demand does not disappear entirely, but reappears in other services,

often with more complexity. For example, the po lice and A&E have seen demand entering
the system through whatever service is available and often in more acute forms, rather

than at the earliest stage and through the most appropriate services. This has led to a
system with less resource being used less efficiently and less effectively in terms of the
outcomes for people .

However, there has been a second response da more systematic approach involving
changing ways of working, innovating and taking a cross -sector, multi -agency, place-
based, and person-centred stance to manage demand though prevention and early
intervention. Involving and developing community capacity, this approach builds on

Somersetds strong data analytics capabilities

For example, in health there a re clear strategic commitments to shift resources year on
year towards more preventative services. One Teams, which are locality based multi -
agency teams; Neighbourhood Teams, which health partners are developing and investing
a lot of hope in; the Somerse t Waste Partnership, which manages waste across the county;
Home First, a collaboration between health and social care to get people back to their
homes after being in hospital; and Village Agents, who bridge the gap between individuals
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in need and support that can help them are all examples of where this response works well
across Somerset.

Somersetds strong third sector also has a part
Characterised by hyper-local connections with residents and other services and groups, it

is seen asflexib le (going above and beyond, and responding to whatever is needed in a
holistic way), commi tted (sticking with people
criteriado), and providing friendship (with sta
critical at a time when people feel uncertain and mental health issues are on the  rise).

There is great potential to develop partnerships with these organisations and while there

have been mismatches in terms of readiness and approach to collaboration (e.g. in health

and mental health), where relationships are focussed around developing community

capacity, these organisations can deliver great work.

1.4. Partnership & Principles

The commission was quite clear in its requirements that the remit would be built on the

key stakeholders across the six councils acting together 6t he 6 L e a diearnscheidp. Al |
MHCLG requirements in terms of local government reform were clear that any potential

future state would need to command unanimous local agreement &this provided a clear

mandate for partnership working with the commissioned supplier.

To embed this in the approach, Ignite brought together a partnership to deliver this work
in order to explore all considerations in relation to the reorganisation and transformation
of local government in Somerset recognising that a range of experiences and capabil ities
would be required to explore, challenge and develop a broad set feasible and achievable
options. The partnership consisted of:

1 Ignite - bringing a broad range of experience and capability from our work with
local government and from other sectors (E ducation, Policing, Healthcare and
Private Sector)

1 Collaborate CIC - a values-led, not for profit organisation, driven by a belief in the
power of collaborative services as a force for social and economic progress

91 Pixel Financial Management - one of the le ading experts in local government
finance and funding. They provide support and advice on funding to more than
100 local authorities through the Funding Advisory Service and also deliver expert
advice and financial analysis to national representative group s

I The Local Government ResearchCentre, (LGRC), De Montfort University - an
internationally recognised centre of excellence for policy research into local
governance both in Britain and abroad. Their work focuses on public governance,
local political leade rship / politics, community cohesion and local citizenship,
neighbourhood governance, and local democracy

The principles of our approach throughout the commission were to:
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1 Work as one team with the Leadership Alliance, seeking outcomes that provided
infor med debate and excellent choice

1 Listen for and respect the diversity and interests of the partners involved  devery
council will have its unique history and interests

1 Ensure no one jumped too quickly to solutions by creating a trusting environment
where participants could contribute openly with the confidence they would be
heard

1 Beimaginative densuring stakeholder research reached into all potential system
collaboration areas; explore and be creative in the way options were developed ;
use the LGRC research to explore national and international examples of local
government reform ; use Collaborate CICs partner engagement to understand
opportunities to build on emerging practi ce

1 Be robust in our analysis and findings drecognising the responsibility to make
pragmatic and reasoned assumptions where th
these assumptions are based on valued judgements and experience, cross
referenced where possible and clearly articulated for further analysis

1 Encourage collaboration drecognising that relationships built during this process
would need to be strong to weather the difficult process that will follow

1.5. Developing the Options - Approach

We set out to understand and explore a broad range of issues and data as a route to

considering how local government might reshape itself for the benefit of the community it

serves. As part of the initial statement of requirements there was a pre  -determined set of

options to be considered covering all 6 existing councils within Somerset, whilst extending

some of these to include BANES ampt iNSn svél,h elswtet w
needed to go back to the data to explore the feasibility and achievability of each. The

original options were:

T A 06no changed opt i oebywhizlkeall otlger optibors cabhlaes e c a's
measured) including the potential implications of no change

1 A Transformation option looking at the retention of all six local authorities in the
county council area of Somerset and the two unitary authorities as legal an d
democratic entities, but with different business models of delivery including (but
not restricted to) different ways of organising services, shared service delivery
models, shared application of efficiency drivers, opportunities for joined up
service delivery and shared outcomes

T A O0Districts+06 option, retaining the curreil
area of Somerset and the two unitary authorities but with a shared service
partnership / entity to provide pan -Somerset services.

1 A unitary council for the County Council area of Somerset with no change for the
two unitary authorities

1 Two unitary councils for the County Council area of Somerset with no change for
the two unitary authorities
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1 A unitary council covering all eight local authorities in the ceremonial county of
Somerset

1 Two unitary councils covering all eight local authorities in the ceremonial county
of Somerset

1 Three unitary councils covering all eight local authorities in the ¢ eremonial
county of Somerset

Underpinning any effective analysis is relevant, quality data. Our principles for this
assignment included analysing both quantitative and qualitative views to inform and enrich
our findings:

Analysis principles

| Obtain & ELELETR () L Analyse the research || Obtain & analyse || Apply lateral / critical
quantitative data. || / academic evidence. qualitative feedback. thinking & gain insight.

| Refine & converge on an |

early set of focussed,
feasible options.

The early research by LGRC (see Appendix A )also started to develop some key indicators

for the efficacy of local government dthese being Voice, Place and Stewardship (explained

in section 2). The critical point for the Leadership Alliance was that for any option there

woul d be ©6+turnaddeer sotfafnsddi ng t he i mp avoutd bezdmetinhe s e Ot
important element of the options assessment. These indicators plus Finance became the 4
Dimensionsagainst which all options could be considered.

These dimensions were used throughout the work by all partners to create a coherent
narrativ e to the data analysis. This analysis (explained in detail in Section 2.4.1 below)
allowed to categorise the potential options into 4 distinct categories:

1 AsIs- continuation of current arrangements including on -going improvement and
savings initiatives

1 Transformation - each council maximises individual efficiency through aligned
transformation, followed by increasing degrees of sharing / collaboration
1 New Council (s) - 1,2, or 3 new council structures

1 New Ways of Working- running services at the right scale with corresponding
governance in Somerset

Our starting point for developing the options was to develop a system wide view of the
strategic building blocks for a new operating model, agnostic of any future local
government structure. These are explai ned in section 2.3.
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We also identified several integration opportunities for benefit realisation that were
applicable to all options, such as shared strategic outcomes, common asset strategies,
coherent commercial and funding strategies, shared services etc. These are explained in
section 2.3. Each of these opportunities could be applied to each option subject to

specific constraints . Thes-ef owerd ast aseful for the assessment across the
options in helping dev elop comparative benefit cases.

The data, analysis, development of the four dimensions and the refinement of the options
were reviewed regularly throughout the commission with the Leadership Alliance to check
alignment to the required outcomes and shape this final deliverable.

1.5.1. Quantitative data ddata sets from councils

The Ignite data analytics team requested a comprehensive set of data from Councils, to be
reviewed, analysed and fed into our analytical modelling framework. The data requested
and the associated guidance notes sent to councils can be seen in Appendix B

At this stage the financial analysis is built on a snap shot of data taken during the
Commission andby necessity will have assumptions built into it, especially in terms of the
data requested from BANES and NSwhich was less granular than that from County and the
districts.

It is anticipated that this baseline will need to be reset  following the approval of the
FY19/20 budgets and the analysis will need more investigation, testing and validation in
any next phase of work .

1.5.2. Academic research and findings

Our academic partners for this assignment , LGRCcarried out e xtensive research from
existing sources [see Appendix C) as well as commission-specific analysis of:

1 The evidence behind governance structures for local government including :

o Thesizi ng, financi al i mperative, structu
government reorganisations.

Specific studies carried out on local government amalgamations.

o A distillation of the complexities and trade -offs to be considered in any
local government reorganisation

o Emerging questions for any options appraisal
I Comparative European models to inform thinking [ see Appendix D]

LGRC also carried out additional interviews with specific stakeholders. This list is shown at
the end of Appendix C
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1.5.3. Qualitative Somerset stakeholder perception and analysis

Working with our partners Collaborate CIC we utilised expertise in  complex social
challenges, place-based approaches to social changeand compelling community
propositions to identify and analyse the community challenges Somerset faces.

We engaged with the Somerset community including using a tested diagnostic approach to
identify the key messages that the community of Somerset wants the councils to hear.
There are valid, differing views across councils on this feedback, however it is important

to understand the perceptions that prevail throughout the community. These are shown in
Section 2.2.

1.5.4. Quantitative data - financial analysis

Working with our financial partner (Pixel Financial Management), our data analytics team
were able to call upon expert knowledge of local government finances. This was
particularly useful when reviewing:

1 Medium term financial planning

1 Current developments and uncertainties involved in areas such as fairer funding,
council tax harmonisation, business rates retention and spending reviews

M Financial resilience

Our approach to analysing a range of financial data has played a role in both guiding and
responding to the development of options being considered. This addendum report (The
Future of Local Government in Somerset d Data Collection & Modelling Report) provides
supporting detail on:

9 Our approach to financial modelling ; t his approach underpins the potential savings set
out in sections 2.3 and 4.1

i The integration opportunities (which are agnostic of any option) for the future of
Somersetand the scale/sensitivity of these opportunities (set out in section 2.3.2)

1 Summary of data/ assumptions used to underpin the model and suggested steps to
further refine these . For example, classification of over 740,000 supplier pay ments
from FY17/18 and FY18/19 to explore commissioning opportunities and the potential to
centralise distributed budgets

1.5.5. Qualitative council data through individual meetings and workshops

The Ignite team collated feedback though meetings with CEOs and Lea ders, ensuring that
views, concerns and opinion were taken into consideration when forming options.

There is a recognition that current stakeholder positioning, historic developments and
political considerations play an important part in deciding any futu re direction, as much if
not more than 6écrunching the number sd.
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Workshops with each council focussed on a high-level assessment of maturity (or the
baseline) based on perceptions from a cross-section of staff. These assessmens informed
adjustments to oppo rtunity potential savings to ensure a more rounded approach. The
maturity assessmentsfocussed on aspects of demand management, channel shift/
customer self-serve, efficiency through technology and process design, organisation and
management of staff, stra tegy performance & governance, commissioned spend and
commercial approach.

1.6. Drivers and the evolving case for change

The success of any transformative initiative is directly related to the energy, enthusiasm
and motivation behi nddwhtat ©6aWhey tchhea ndgrei ?vGe rasn?dd ar
asked of any transformation.

The 6moment d whiixSomegsatleadership allierte prdsented as both a call
to arms and a financial health alert , both carrot and stick.

OWhat are our drivers for change?®

By the start of the commission the risk of imminent system -wide financial crisis had
already diminished substantially, throwing the other change drivers into the spotlight.

OAre the drivers for system change large enough to consider dropping any individual
priorities? Does each driver apply equally to each part of the alliance? Are the
opportunities credible and if sufficient value to keep each and every member of the
alliance at the table? 6

Important questions given Somersetcommunities were promised better outcomes through
system wide collaboration 10 years aga Many of the team around the table were witness
to this and are committed to learning from the past and delivering real change for the
future of Somerset.

2. Findings and feedback

2.1. Governance research

This research assembles and evaluates a national and international research evidence -base

into what is variously known across different fora as mergers, amalgamations, or

governance restructuring. It first surfaces the emerging lessons of this evidence-base, or

what we cal l the 6tried and tested arguments?o
debates over re-organisation. These lessons are then matched against the claims being

made across local policy networks, specifically the arguments advanced by think tanks,
consultancy organisations and councils themselves.
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2.1.1. Research headlines

9 Policy debates have focussed on organisational transformation as a tool for short -
term financial savings, service improvements and improved coordination and
accountability. No conclusive evidence for these outcomes

1 Long term financial implications require more consideration but are only one set
of inputs necessary to deliver the vision of the authority

91 Lack of research on governance issues specifically related to amalgamation

T A 6democratic deficitd exists when [ arger
(voter turnout, levels of community engagement and attachment to place). These
indicators reduce over time

1 Endorsement, leadership and co-ordinated, cascaded, clear messaging is vital to
success. History shows a business case will not succeed without this

9 Short term consequences of transformation are often negative. A plan is required
to combat these

2.1.2. Key scrutiny factors

Local government transformation focus should be on long -term sustainability, scrutinised
in terms of 3 key factors:

9 Voice - the input legi timacy of democratic institutions. Representation,
engagement, empowerment, modes of accountability (giving and holding) in
institutions should all be considered

1 Place-t he requirement for | ocal institutions
localidenti t i es and patterns of pliancde taot tlaocchanie nt
institutions

9 Stewardship - the output legitimacy of democratic institutions. Their governance
capabilities to address the 6big ticket ite
encompasses capacity far collaborative leadership, in -house organisational
resources and policy instruments at disposal of local institutions

Options implications:
Sustainable restructuring in practical terms for Somerset means:

1 Making demonstrable cost savings in the short ter m but not allowing this to
dominate to the exclusion of all else

1 A sustainable package of financial stability and good quality service delivery well
into the f gtewadship@ ) good

9 Balancing these considerations with opportunities for citizens to part icipate and
have their views hevaiced) and acted upon (0
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f Structures which respect citizensd® sense of

( @aced

2.1.3. A global view on cost reduction dlessons for Somerset

In Somerset, the UK and globally, government demand is now greater than ever against a

backdrop of stringent constraints on public spending. According to International Monetary

Fund, several of the wor |l dos-toiGBR ratios appcoachimgmi e s n
exceeding 100 percent and fiscal deficits of 4 percent or higher and the response has been

to cut spending on an unprecedented scale.

Recent research on government cost reduction initiatives across the world * shows that 43%

of all public -sector transformation efforts over the past five years have had cost reduction

as a core goal, most of which fail. The survey also found that governments that make big

budget cuts simply to of or cles§likayftddeligerand cy i mpr o
sustain the intended cost reductions. Although there are instances of cost reductions

leading to sustained improvements, these are exceptions, not the rule.

For Somerset, the important findings are that three additional actions are needed to
massively increase the successof any cost-reduction transformation . These are:

9 Allocate sufficient personnel to implement the change. Among Overy or
compl et el y s ufoausdtardsiormations, 8%%had sufficient personnel
assigned

9 Use financial savings from any change initiative to fund further reforms (e.g.

improved infrastructure, citizen services and increase capability). Co st-focused
transformations that used this approach were 46 %more likely to succeed due to
increased motivation behind the changes

I Use data and advanced analytics to help decision making.  Costfocused
transformations that harness data and analytics to targe t their efforts are nearly
twice as likely to succeed as those that do not. Harnessing the power of a full
strategic and technical toolkit promotes evidence based decision -making and buy-
in from stakeholders

2.1.4. Collaboration

Historically MHCLG has never put in place a clear devolution framework so there is scope

to build from the bottom up; Central Gover nmen
councils as to how they use them. The SomersetAlliance are first seekingto learn from

current examples of loca | government reorganisation and pick and build on those

elements that work best for their communities. LGRC posit that a key building block of

18A smarter approach t o costdMcKideyorndowmmentiNovti2018 publ i
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any successful reorganisation is collaboration. Experience of, willingness to and ability to
collaborate are cr itical in ensuring the right foundations are in place for future success.

Recent examples include:

1 Yorkshire dan example of good collaboration developing through the process
having experienced rejection of separate proposals. Working together opened up
opportunities that wouldndt have been consi

1 Sheffield doriginally aimed to include areas of Derbyshire and Nottinghamshire
which ended up raising questions about the
Chesterfield pulled o ut. Having been given devolution status in 2015, Sheffield
still hasndt produced their devolution prorg

1 Greater Manchester dhad a long hlstory of good collaboration and included
integrated health and social care from the beginning, which encouraged t he Sec of
State to allow them to take this on

2.2. What our communit ies say

Findings from our engagement with the broader Somerset community highlighted both
challenges and reasons for hope:

Problems partners identified

9 Purpose: a lack of high-level strategic leadership for Somerset, and no shared
vision for the county

1 Relationships: poor relationships between councils hindered progress;
collaborative working was patchy

1 Demand: system under strain; an organisation by organisation approach to cuts
counterproductive and unsustainable

Reasons for hope:

9 Partnership working: partners reported a strong desire for more effective
partnership working, taking a systems approach. They stand ready to play their
part

1 New models of practice emerging: these are often preventative, place -based,
cross-sector, multi -agency, data-driven, and person-centred. They are nascent
and fragile but point the way forward

The detailed responseswere also analysed in terms of the scrutiny factors:

19 of 121



The Future of Local Government in Somerset - Options Report

2.2.1. Voice

T Somer set 6s sfcammunigy isewders ia vibrant community action
across the county. Made possible by projects being truly embedded in the
communities they serve, engendering greater trust and participation

1 Residents of Somerset do not feel they can influence decisions affecting them.
Existing structures and methods are seen as too formal residents are less inclined
/ able to engage with public institutions

1 Councils in Somerset have an opportunity to think more creatively about how to
reach people through multiple chann els of social media, community forums and
local news outlets

2.2.2. Place
9 Identification with town/village strongest  , identification with Somerset is
meaningful but not to those outside the county. Identification with district is
minimal

T Somer set ds n are seenalhuga a&wetdges by residents & partners 9
these offer a high quality of life and more could be done to market these
nationally to attract investment, businesses & people

T Somersetds economy is | argely Thereislow on | ow
sacial mobility and young people have to leave the county for university and early
career opportunities, and dono6t al ways ret

1 Major developments in Somerset including Hinkley Point are seen as a significant
opportunity, offering immediate and long term pr  ospects for jobs and skills in
Somerset

1T Residents are clear that O0pl. BEeagrangafrorpr ov e me |
better transport to filling gaps in provision for certain groups to the cultural offer
and the ability to attract new business

2.2.3. Stewardship

9 There was seen to be a lack of high-level strategic civic leadership for Somerset
and no real shared vision for the place. Instead, partners observed a significant
degree of dysfunction, which they viewed as counter -productive

1 Respondents repated a strong desire for effective partnership working.  This is
not yet matched by the practice, which is patchy despite many good examples.
The councils themselves set a poor example with the relationships between them

1 There are many examples of good, collaborative, cross -sector working within
Somerset, but these remain patchy and not yet fully developed as they sit outside
an overarching story of place
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2.2.4.

2.2.5.

2.2.6.

Equality & Opportunity

Widespread sense of a division in opportunity for people in Somerset , depending
on their backgrounds (and location - with both urban and rural settings creating
different sorts of challenges)

Young people have to leave Somerset to progress, both for university and for early
career opportunities

Rural isolation (and the lack of buses) is a particular problem

Businesses see opportunities created by a greater emphasis on Somerset as a great
location to live, together with the lifestyle advantages of living and working there

System impact

Overwhelming sense of a system under strain. Resources are a key concern- not
that partners have to make cuts, but how they are going about it

Concerns about consequences for partners (both statutory and voluntary) due to
County financial pressures e.g.

Impact of cuts to Get Set on mental health s ervices in the future

o Rising eligibility criteria for services (not just council services) irrational
and not taking account of consequences across the whole system

o Siloed, institution based approach raises demand across the whole

system. O6Ther pnuebeldisc tsoecsthori nk together

Despite this, and concerns about the complexity of accessing services, many
respondents thought their own experience was good

Reorganisation purpose

Perceived absence of leadership for overall Somerset directi on. They recognise
the potential , but this needs to be harnessed to form a bigger story about what
Somerset could become or be

The purpose of reorganisation must transcend financial issues, the
likely disruption from implementing any reorganisation would b e more difficult in
the absence of shared purpose

Districts / County not seen as providing leadership of place . The perception is one
of dysfunctional relationshipdbaliat esen
hampering progress

Partners feel the reorg anisation question is being driven by financial issues,
particularly with the County
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2.2.7.

2.2.8.

Reorganisation shape

No discernible consensusabout the shape any reorganisation should take

Engagement with local government needs simplifying and local government should

operate at an efficient scale

Local government needs to remain connected to place and have a granular
understanding of Somerset communities, the potential for contradiction in these
two positions is recognised

Some views that regardless of any particular options for reorganisation, people
will work with whatever emerges (as long units were at a sufficient scale to be
viable)

0The structure needs t o @scaeloaddeesstbigs t
problems best tackled at that scale, as well as having ro ots in communities to
address problems best solved there dand must have the ability to flex between
those two polesé (Public sector voice)

Option implications

The need for a Somerset vision - what the place will become, the enabling change
/ reorganisati on required. A process for Somerset Leaders to collaborate and lead

this

Cross sector leadership. A systemic (not siloed) approach to strategy and services

across all Somerset partners is required
Shift to an early intervention/preventative model
Use strong identification with local place as a springboard

2.3. System wide benefits modelling

Our starting point was to develop a system wide view of the strategic building blocks for

a new operating model, agnostic of any future local governance structure .

This allowed us to define a set of opportunities and analyse the potential benefits of each

of these.

This analysis was completed before overlaying a series of future local government

structural options and assessing the degree to which each of these structures enable the
opportunities to be realised. None of the structures achieve the full opportunity. Ra
there are trade -offs e.g. between economies of scale and local demand management (See

Section 3).

ther

of
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2.3.1. Strategic building blocks

During the phases of receiving and collating all the business data, we identified 19

common strategic building blocks across the different council operating models. We

completed analysis on the impact of all councils putting these building blocks in place.

This is called the 6baseline transformationd o

(Note: An operating model i s t heetsaddidyeydobansy st em
organisation including structure and roles, strategy, performance and governance,
technology and processes).

The strategic building blocks are grouped around four types of activity :
1 Blue dall activity that directly provides value for  customers and communities
1 Reddall activity that enables and supports customer -facing activity

1 Yellow dall activity that involves working with partners and with the community to
better deliver value for customers and communities

1 Green- all activity t hat steers the blue, red and orange areas - horizon scanning
and ensuring the direction is clear and maintained

\ Effective specialists

\ | Effective casework Q Self serve
. ) Efficient transactions

Internal
support
e P L @ creciecsenon

O Effective specialists

Strategy
- it Locality : generic

N\

gLocality : multi-disciplinary

N

anagement

S Community connection

2.3.2. Integration opportunities

Additionally, we identified 13 integration opportunities if councils were to integrate parts
or whole elements of t heir operating models.

These opportunities drive benefit in the following ways:
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Creating a sustainable cost base

9 Full digital enablement (customer self -serve, technology and process efficiency
across the system)

1 Increased economy of scale and specialisation for services and expenditure
optimally run at scale

Managing demand

1 An agreed strategy to managing demand across the wider system, and underpinning
data and analytics

1 Multi-disciplinary locality or community -based working to best enable upstream
work that reduces demand for services further downstream (applications,
assessments, enforcement, delivery of services internally or commissioned)

Commercialisation

9 Building on resources and expertise In Somerset to unlock bigger
opportunities e.g. across delivery of high -volume place-based services building on
the Somerset Waste partnership

A single set of strategies and strategic outcomes and priorities

1 Channel expenditure and investment and provide an opportunity to disinvest
from lower priority areas.

The 13 opportunities are described in the table below

1.Leadership/management 9 Streamlining leadership and management of (4000/7000)
integration staff
1 Promoting separation of functional and operational
management
1 Clarifying accountabilities and responsibilities of leaders and
manager
2. Shared internal support 1 Centre of excellence for internal support services
service 1 Providing transactional internal support and resolution of
cases

1 Advice and guidance that protects the organisations,
promotes compliance and allows them to deliver on
corporate priorities

3. Simple self-serve 1 Simple and consistent customer journeys that build in

customer journeys customer self-serve where this is helpful to customers and
reduces cost

9 Customers able to access all services they need online in a
simple and consistent way including a website that is easy to
navigate

9 Customers encouraged and supported to self-serve in line
with a single/ coordinated customer engagement strategy
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4. Local holistic triage Customer hubs operating at a local level to:
9 Cover the full range of local issues - council and local
partners

1 Resole customer problems and issues in a joined-up way

T Manage demand effectively by
and connecting them to the right support or service -
including community based

1 Route issues that cannot be resolved rapidly to the right
roles/ teams

5.Shared/integrated Joined up processing/ case work-teams run in-house at larger
processing/ case and scale or potentially part of contract or teckal
specialist Specialist work joined up where:

1 Highly specialist and only requires single or small number of
roles e.g. air pollution

1 Only require a small group of specialists who can act as
centre of excellence e.g. revs and bens

1 Service is better operated at scale e.g. economic

development, transport

Commercial reasons e.g. building control

6. Multi-disciplinary locality Locality teams working in multi -disciplinary way on activities

working / parts of processes best delivered out in community e.g.
reporting, monitoring, enforcement

1 Includes children, adults, housing and public health services
dwhere cross agency locality-based working is helpful
including with partners

T Opportunity to build on exi st
approaches, village/ community agents, emerging fit for my
future neighbourhood teams

1 Community enabling and demand management an intrinsic
element

= =2

1 Makes use of local assets e.g. libraries
7. Single strategy/approach 1 Agreed strategy to managing demand across services and the
to community -based demand wider system, underpinned with data and analytics
management
8. One set of strategies & 1 A shared strategy focusing on target outcomes and impacts
strategic outcomes that set direction
1 A cohesive set of inputs and activities that deliver on target
outcomes and impacts
1 Genuinely prioritised a nd consolidated strategic priorities
9 Clearly articulated strategic partnerships, programmes and
key services
9. Joined up commissioning 1 Commissioning cycles that identify the best model to deliver
& procurement key services

9 Elimination of duplication in commissioned services, care and
delivery commissioned services (including both internal and
external commissioning)

1 Ensuring a smooth, consistent journ ey for customers where:

0  Services benefit from smaller scale or community -based
approaches

o Complex issues cut across services

o Delivery models are a blend of external commissioning
and/or internal provision

o Commissioning services that work at scale (either
internally or externally) across a wider scope of activity

o Visibility of major contracts across boundaries and a
common approach to classification

250f 121



The Future of Local Government in Somerset - Options Report

10. Shared/integrated S&C 1 Single strategy, commissioning and performance team to
activity incl. EP MO support single set of strategies and strategic outcomes
1 A shared PMO to manage and support programmes and
programme management
Alignment of frameworks and processes across these areas
The right polit ical member and electoral arrangements
11. Single commercial Reasons for commercialisation and what that means for
strategy (and delivery) Somerset defined
Risk appetite for shared commercial opportunities agreed
Explicit set of principles that define the scope of being
commercial:
o Trade-offs and alignment against council plans and
strategies
o  Willingness to compete with local businesses and public
sector organisations
0  Operating within/outside Somerset
12. Focused asset strategy & 1 Visibility of the current asset base across boundaries (value,
portfolio management income, expenditure, use)
1 Genuine understanding of relevant costs and linkage to
contracts
1 A common approach to classifying assets to take a holistic
view
1 A single set of principles that set out when assets are
acquired, invested in or developed, divested or disposed

=A== =

= =9

13. Funding opportunities 1 Adopting an approach that maximises local government
(This opportunity has not funding
been modelled at this stage) f Adopting an approach to business rates that maximises the

retention of uplift (pilots, pooling etc.)

1 Adopting an approach that minimises any opportunity costs
of council tax harmonisation and maximises opportunity
increase rates/base

1 Adopting an approach that creates op portunities for new
grants, precepts or devolution funding

Many of these opportunities have potential for the wider system rather than just local
government. Our financial analysis only covers local authorities, but we recognise that
potential exists and could be explored in future more detailed stages of work.

The diagram below shows the maximum potential savings associated with each opportunity
(across Somerset only) to provide an indicator of relative scale. The maximum potential
savingis £47.5M. These are the savings calculated before any of the structural op tions are
applied. None of the structural options achieve the maximum savings. Rather there are
trade -offs e.g. between economies of scale and local demand management.

The highest potential savings are likely to arise from a baseline transformation, a sin gle
commercial strategy and delivery, joined up commissioning and procurement and a shared
internal support service. If councils were amalgamating in any form , baseline
transformation and integration would not be sequential, they would need to be  considered
holistically. At this stage all figures are based on assumptions, local data provided,
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research & our experience . More detail can be found in the Data Collection and Modelling
report .2

g | RG] Lover

Shared internal Simple self serve

support service customer
(E5M) Journey

Funding
opportunities
(Not estimated)

Local

holistic

triage
£0.9M)

Single Internal
. S ort
commercial UPpor Customer

strategy (& ’

delivery)
(E7M)
Multi disciplinary
locality working :
including with Be;sehnev
partners (£0.5M) transformation
(E10M)

Joined up
commissioning &
procurement
(E6M)

2.3.3. Modelling BANES and NS

We have modelled the same opportunities across a wider set of councils i.e. including
BANES and B. We were restricted by the limited data on BANES and NSand as a result
modelling was based solely on scaling factors. Further deep dive work is recommended if
progressing any business cases including these two organisations.

We started with a scaling factor of 1.8. This reflects the sum of net revenue across
Somerset BANES and I$relative to the sum of net revenue across Somerset, and the sum
of population across Somerset, BANES and\Srelative to the sum of population across
Somerset.

We increased this to a factor of 2, an increase of 10% to reflect the potential scale of
integration across a wider set of services that becomes possible for options including
BANES and 8 The total maximum savings across Somerset, BANES and3s £93M before
applying structural options. None of the options achieve the maximum savings.

2Addendum report ©6The Fu tinuSoreerset§Data Gallection &\odedimgn me n t
Reportd
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2.3.4. Technology

We collected data sufficient to build a pictur
This informed an initial assessment of technology across the Somerset councils and

enabled the high level cost estimates which inform any case for becoming digitally

enabled.

The high level technology assessment tells us:

1 Technology strategies are not aligned u nder any common purpose. Considering
them individually, they vary in style and direction; some are unclear, some are
built on traditional oO0on premised principl

9 Our starting position is one of multiple separate techno logy estates (applications/
infrastructure/ desktop)

1 A variety of technology delivery models (in -sourced and out-sourced) are being
used. There are varying levels of commissioning skill and appetite

9 Digital customer journeys are inconsistent acrosseachCounci | 6s web/ di gi
presence

1 Examples of good practice and ongoing programmes of digital transformation exist
but there is no local community to facilitate shared knowledge

There are a number of technology opportunities which warrant further review:

91 Increasing the scale of any of the estates will result in both opportunities (e.g.
better solutions, changed delivery models, increased resilience and more agility
etc.) and potentially bigger business risks if implemented incorrectly (e.g. over
reliance on one set of technologies and suppliers?)

9 There is increasing maturity of cloud computing in local government, which means
scalable flexible solutions are readily available for many aspects of the council
need

1 There is significant efficiency potential from st andardising on a common
technology approach across applications, infrastructure and desktops

1 Efficiency can be gained and business control of the configuration of the
technology retained by using cloud technologies to manage technology
infrastructure

1 A current prevalence of the Microsoft stack could lead to innovation/efficiency
through partnership

9 Having clearer simplified customer journeys would be possible through the
adoption of shared digital design standards

1 The digital conversation can drive more ambition associated with the larger
impact and budgets

9 Joining up procurement and commissioning could result in procurement process
efficiencies (and lower costs) if more than one council has a similar business need
to go to market on
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Whilst the scal e of potential change may appear disruptive, the ability to be able to
directly deploy and control at scale offers some real advantage to all councils.

At the point the Leadership Alliance commits t
likely to result in some common business needs that can be supported by digital
improvement.

A good first step would be to work together on a joint digital strategy, which asks key
guestions of the business in order to realise some of the identified technology

opportunitie s (e.g. where is our core value? to what degree could commissioned services
help or hinder? What advantage and risks is brought about by a change of scale? How much
standardisation of a digital approach are we prepared to accept to drive efficiency? etc.)

in response to the emerging new system needs.

3. Dimensions and trade -offs

While there is still uncertainty about the granular detail of the options, this report gives
leaders and management the data and information to discuss, agree and make a clear
recommendation for the next course of action.

OQur analysis shows that there is no single 6I:Ii
Somerset. Focussing solely on cost, savings, structure or timescale creates an imbalance in
decision making.

To make an informed decision, options must be evaluated across multiple dimensions,
taking their relative strengths and weaknesses into account.

3.1. Assessment dimensions

The key factors for scrutiny identified in our research (Voice, Place and Stewardship dsee
2.1.2 Key scrutiny factors) provide a useful foundation for assessing options. We add a
fourth dfinance - to complete the assessment dimensions.
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Assessment dimensions
VOICE

(e JF 2
b uje!

Being ‘close’ to the customer/ citizen
The right roles ! structures for representation, engagement and

>

empowerment.
PLACE
«  Community identity and place attachment at a local level
ﬂfﬁlﬂ « Place/community identity for larger entities {e.g. functional economic
or community geography?)
STEWARDSHIP

« Optimal service / outcome delivery. ‘Big ticket’ items e.5. economic growth,
vilnerable groups (e.g. social care, homelessness), coordination! integration,

Collaborative system leadership.

:

* Operational balance between large scale and locality levels.

FINANCE
« Short term savings and recovery of implementation costs
£ """"" »  Medium to long term VFM and sustainability of finance and services,
including managing demand

Analysing each option against these dimensions builds a comparative baseline to inform
evaluation. Our high level analysis of this is shown in Appendix F

3.2. Inter -dimensional trade -offs

Within each assessment dimension,there are further trade -offs to be considered. These
are shown in four high level views:
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Key trade-offs for each dimension:

VOIEE 6 Customer proximity vs. Governance complexity
PLACESBoundary issues vs. Credible geography
STEWARDSHI®Managing demand vs. Economy of scale
FINANCE Implementation cost vs. Savings

Viewing options in this way provides further insight into the  strengths of each option. Our
analysis of these trade offs is shown in Appendix G

4. Options

4.1.  Options summary

4.1.1. Overview of options

We have evaluated seven options. These are summarised in the table below and in the
sections following. Appendix Fincludes further detail on each option.
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New councils

Category Option Description
Category 1 AS Is Continuation of current arrangements including on -
_ going improvement and savings initiatives

AS IS

Category 2 Get fit + sharing Each Council maximises individual efficiency through

[Transformation aligned transformation, followed by increasing
degreesofsharing / coll abor at
|l nternal supporté. pl us
Partnerships

Category 3 3a. One new One new council for Somerset (excluding BANES &

council NS.

3b. Extended two
new councils

ITwo new councils for Somerset including BANES & N&
N/S split. A new council for Somerset and a new
council for BANES/ NS

3c. Extended two
new councils

ITwo new councils for Somerset including BANES and
NS E/W split. A new council for NS Sedgemoor and
Somerset West and Taunton. A new council for
BANES, Mendip and South Somerset.

new councils

3d. Extended three

Three new councils for Somerset (including BANES &
NS: BANES and Mendip. Somerset West and &unton
and South Somerset. NSand Sedgemoor.

Category 4

A new way of
working

A new way of
working

Running services at the right scale with
corresponding governance in Somerset.

Funding forecasts, potential savings and costs associated with each option should be
treated as indicative at this stage of the wor k. They reflect the quantity and quality of
data requested and returned to us, and its snap shot nature. Draft savings and costs are
also based on assumptions that reflect our experience and research at other councils.
Further work will be required in any next stage to refresh, test, validate and develop the
estimates in partnership with stakeholders, service leads and section 1 51 officers.

4.1.2.

A summary of potential savings for each of the structural options

Potential savings

is shown below. This

shows how current estimates could move up or down based on a willingness to implement

the opportunities that underpin the structural opt

t hat t he

savings

ions. For example dwe have estimated

for 6option 3a. One new

but that this would reduce significantly if there was no appetite to run services at scale
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and realise economies of scale; and/o r highly effective locality working to drive
management of demand was not implemented.

4.1.3. Funding forecasts

Funding forecasts have been developed by Pixel Financial Management using the latest
MTFS updates shared with us. These are the figures on which fun ding forecasts for each
option are based.

Councils present their information differently and make different assumptions and this will

be reflected in the figures. One significant difference is that the BANES MTF Sshows a

balanced budget for this year with an assumption that new and revised savings will be
achieved, whereas in others planned savings fo
gapbo. We can revisit and update folwot.i ng f or ec
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