Are Interims Managers best placed to balance local council budgets?

Damon Lawrenson, Interim Finance Director

The 1st April 2011 heralded the start of a new financial year in local government, with budgets confirmed for 2011-12. However, for most finance directors the new financial year will be greeted with caution, trepidation and the knowledge that there is greater pressure than ever to balance the budgets and save millions of pounds. 

For most local government finance directors last year was all about cuts; this year will be no different. 

New research from the Local Government Association of local authority finance directors, published on 1 April 2011, highlighted that nine out of 10 councils have already reduced the cost of senior officers, either by cutting numbers or pay and that eight out of 10 have cut middle-management costs. 

In terms of targets for this year, 58% of local authorities are planning to make greater savings in 2011-12 by cutting central services such as administration, Human Resources, Finance and IT.  One in five said they were seeking to make proportionally the greatest savings from services for young people and 16% said they were targeting library and cultural services for proportionally the largest cuts. Around 70% are also planning shared services with a neighbouring local authority. 

But implementing these cuts won’t be easy – the cuts are deep, they are complex, unpopular and of course, they affect people lives. A report just published by The Chartered Institute of Public Finance and Accountancy said that half of finance directors were worried about the fact that the complexity of the savings programme meant they might cost more and deliver less than expected. Additionally, almost three quarters said that public opposition would mean that cuts took longer to implement than anticipated. One thing is certain - if local authorities fail to meet their 2011-12 budgets, it will result in more job cuts and pain. 

To avoid this, management and finance teams embarking on cost reduction exercises will have to examine every part of their organisations to determine where savings can be made.  This process will require them to assess the contribution of all employees – including themselves. But what manager will want to make himself redundant as part of the process? Many local authorities are also challenged by the fact that they don’t have the strategic business and finance ability in house to transform their budgets. 

Whilst in this era of austerity there is a reluctance to bring in external consultants, there is a good financial argument now to support hiring the services of an Interim Manager. Interim Managers can bring to the table skills that do not exist in local government, such as business transformation, change management and strategic finance. This kind of commercial experience can prove invaluable to a local authority finance team under pressure to find millions of pounds worth of saving efficiencies. 

Contrary to popular belief, Interim Managers are also great value for money – they are not Management Consultants. They all operate through their own limited company and charge a daily rate. There are no national insurance payments, employee tax, holidays or pension payments to be made, nor are there redundancy fees to negotiate. Additionally, an Interim Manager can be recruited to work part time or on a project by project basis, which can be vital in helping manage costs. A good Interim Manager will deliver a project on time and in budget but they will also make themselves redundant as a part of that process. This ensures their legacy is based on skills transfer and value delivered, rather than legacy costs.

I have just completed a two year role at Northamptonshire County Council as Assistant Chief Executive – Finance and Commercial, where I was tasked with improving the Council’s financial management and helping to transform its operations.  

My responsibilities included finance, audit and risk management, as well as asset and commercial management. I managed a revenue budget of £1bn, a pension fund circa £1bn and a capital programme in excess of £450m. I was also part of the council’s corporate management team tasked with bringing strong financial stewardship and leadership to the organisation and managing key commercial projects. 

Last year, the team delivered £29m of efficiencies which has transformed the Council’s financial position. We saved £20m of efficiencies, whilst managing a £10m pressure arising from increased child and adult social care and, we are on track to make similar savings this year. 

We also delivered a shared services programme with nearby Cambridgeshire County Council and both councils now share key services such as Finance, HR, Procurement, Legal and transactional services. It is estimated that this will save millions of pounds and hopefully improve the quality of public services.  Just last week, our team was awarded Finance Team of the Year at the LGC awards because of the savings made and our achievements over two years.  I have now moved on from Northamptonshire leaving a council on track to achieving similar results this year and hopefully a legacy of financially stability. We also managed to invest money in Silverstone to ensure that the UK Grand Prix will remain in its Northamptonshire home. 

However, one of the main reasons our finance team was so successful was the fact that we relied on the targeted use of interims supplied by Russam GMS, a company that specialises in local government, amongst other areas. Chester Sullivan–Manders, Head of Local Authorities and the team at Russam GMS ensured a steady flow of talented, experienced Interim Managers that were right for the job. They added value to the team and left behind a legacy of success. 

By late Summer, Councils will need to ensure they are effectively delivering on this year’s budget, for example, Northamptonshire will need to deliver 73m this year. Even a month’s slippage could result in 6m worth of additional savings being needed this year. If organisations find themselves in this situation, it could be symptomatic of them not having an effective delivery team. To turn the situation around they should consider bringing in Interim Managers to help them get back on track and get the job done.
Chester Sullivan-Manders, Head of Local Authorities Practice at Russam GMS says, “There is no getting away from the fact that this financial year is going to be incredibly tough for local authorities. The challenge of meeting such ambitious budgets will be huge for every Council. Many will be planning more shared services and reviewing all areas to find greater efficiency savings. I would urge Councils to review the external resources they may need now to ensure they achieve their goals this year. Bringing in an Interim Manager like Damon to lead and supplement the skills of an internal team will deliver outstanding value for money, and the benefits of having an independent and fresh mindset and skills cannot be underestimated.”

