
L O C A L  G O V E R N M E N T  G O V E R N A N C E  R E V I E W  2 0 1 4

Working in tandem



Key highlights 2

Executive summary  3

Risk leadership  7

Partnerships and alternative delivery models 15

Public communication 23

About us  34

Contents

Methodology

This report is based on:

•	 a	detailed	review	of	the	2012/13	annual	governance	statements	 
and	explanatory	forewords	of	150	English	councils,	fire	and	 
rescue	authorities,	and	police	bodies,	comparing	them	to	our	best	
practice	criteria

•	 responses	from	80	senior	council	officers	and	members	to	our	 
survey	on	risk	leadership;	partnerships	and	alternative	delivery	
models;	and	public	communication

•	 a	range	of	case	studies	illustrating	good	practice.

Thank	you	to	all	who	contributed	to	this	report,	including	local	authority	
officers	who	assisted	with	case	studies,	Terry	Blackman	who	led	the	
research,	writing	and	interviewing,	and	Chris	Moule	who	helped	with	 
data	analysis.
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The	sector	needs	
to	initiate	a	debate	with	
accounting	standards	 

setters	and	CIPFA	on	the	 
right	format	for	public	

accounts
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Key	highlights

More	than	90%	of	
our	governance	survey	
respondents	felt	their	

organisations	encouraged	 
well-managed	risk	taking	 

and	innovation

Local	authorities	and	
other	public	bodies	need	

to	instil	clear	risk	leadership	
if	they	are	to	innovate	

successfully

Almost	one	third	
of	respondents	had	
concerns	about	the	

blame	culture 
	in	their	organisation

Ri

sk
 leadership

Pa
rt

ne
rs

hi
ps

 an
d alternative delivery models

Pu
bl

ic
 c

om
munication

However,	
over	40%	of	

respondents	felt	
there	was	a	lack	of	

clear	leadership	from	
members	about	risk	

appetite

Entering	partnerships	
and	alternative	delivery	

models	brings	risks	as	well	
as	rewards.	Such	risks	tend	not	
to	be	adequately	understood	

or	captured	by	existing	
governance	arrangements 54%	of	 

respondents don’t  
believe	that	joint	risk	

registers	are	in	place	or	 
joint	risk	meetings	 

are	occurring

Almost	one	third	
of	respondents	were	
not	satisfied	that	all	

parties	shared	the	same	
understanding	of	risk,	or	 

used	a	common	
terminology

One	quarter	 
of	respondents	doubted	

whether	members	and	officers	
were	clear	about	 

their	individual	and	 
collective	roles	and	

responsibilities

Local	authorities	should	be	
much	more	proactive	about	

finding	better	ways	to	engage	
with	the	public,	for	example	
through	annual	reports	and	 

social	media

One	third	of	respondents	
said	their	organisations	

do	not	actively	engage	with	
local	communities	about	what	

information	they	want	on	
performance,	finance	 

and	governance

40%	of	respondents	
felt	their	explanatory	
foreword	did	not	help	

the	public	to	understand	
the	authority’s	financial	

management

 
More	than	 
one	third	of	

respondents said the 
annual	governance	 

statement	failed	to	explain	 
how	the	authority 

handled	risk
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Our ambition for this annual review is to 
encourage organisations to improve their 
performance by learning from their peers, both 
within their own sector and beyond. 

During the year, challenges for local authorities 
continued unabated:
•	 As	our	recent	report	‘2016	tipping	point’	has	

highlighted, financial pressures are approaching 
a critical phase. Under the latest spending 
round	(26	June	2013)	local	government	will	face	
a	further	10%	funding	reduction	from	2015/16.	
Financial austerity is expected to continue until 
at	least	2017

•	 The	impact	of	the	government’s	localism	
agenda is beginning to be felt through changes 
around simplification of grant funding, welfare 
provision and business rates retention

•	 Demand	for	social	care	and	advice	on	debt,	
housing and benefits is rising, while demand for 
some paid-for services, such as planning and car 
parking, is reducing

•	 The	Knight	Review	raises	a	range	of	efficiency	
challenges that fire and rescue authorities need 
to tackle

These	challenges	cannot	be	met	without	good	
governance frameworks that allow flexibility 
of response and a degree of risk-taking, while 

maintaining transparency, accountability 
and effective risk management.  
As	options	for	internally-driven	

savings begin to dry up, local 

authorities are increasingly developing alternative 
delivery models with partner organisations.  
These	inevitably	bring	new	risks	as	well	as	
potential rewards. 

At	the	same	time,	local	authorities	are	highly	
aware of the challenges presented by media 
scrutiny	and	public	cynicism.	They	need	to	engage	
and communicate more effectively, emphasising 
the vital importance of local authority services  
to communities.

A	step	change	is	also	needed	in	local	
authorities’	accountability	to	the	public.	Current	
methods, such as the annual governance statement 
(AGS),	are	not	effective	and	better	ways	of	talking	
about performance are required. 

In this review we focus on three areas where 
we consider the need for effective governance is 
particularly important:
•	 Risk leadership: setting a tone from the top 

which views risks as opportunities as well as 
threats, and encourages innovation as well as 
managing potential pitfalls

•	 Partnerships and alternative delivery 
models: implementing robust and 
proportionate governance arrangements 
for new service delivery models, to retain 
accountability without stifling innovation

•	 Public communication: engaging with 
stakeholders to inform and assure them about 
service performance, financial affairs and 
governance arrangements

Executive	summary

Welcome to Grant Thornton’s third annual review of governance in local government. This year we 
have widened our scope to include fire and rescue services. This report is part of a broader review 
of UK governance practice and complements other similar reviews on the FTSE 350, NHS, social 
housing and charity sectors.
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Risk	leadership

To	foster	the	innovation	demanded	by	the	current	financial	
climate, authorities need to develop a risk appetite that 
allows new ideas to be explored, and ensure this appetite is 
transmitted to all levels of the organisation.

It	is	encouraging	that	more	than	90%	of	our	survey	
respondents felt their organisation encouraged well-managed 
risk	taking	and	innovation.	Also,	there	is	clearly	plenty	of	
innovation happening, although this can often occur as  
an ad hoc response to financial or operational pressures.  
Other responses struck a more cautionary note:
•	 Almost	one	third	of	respondents	had	concerns	about	the	

blame culture in their organisation
•	 Almost	two	fifths	of	respondents	felt	there	was	a	lack	of	

clear leadership from members about risk appetite

Local public sector bodies are subject to intense formal 
and	informal	scrutiny	when	things	go	wrong.	A	necessary	
increase in taking risks in models of delivery and governance 
means that the risks of things going wrong are higher.  
In that context, staff should feel supported when under 
such pressures, and members have a vital role in setting an 
appropriate tone from the top in supporting staff who make 
honest mistakes.

Good	risk	leadership	entails	delivering	assurance	on	 
the areas where local authorities face the greatest risk.  
The	majority	of	respondents	considered	that	appropriate	 
risk management was in place in the areas of greatest risk.

However, this was not universal and a notable minority 
(13-17%)	of	respondents	had	doubts	about	whether	their	
organisation’s	governance	arrangements	would:
•	 highlight	a	potential	service	failure	before	it	happened
•	 identify	a	significant	safeguarding	compliance	weakness
•	 ensure	that	regulators	would	not	identify	anything	of	

substance that they did not already know.

This	suggests	that,	for	some	local	authorities,	risk	
management needs to step up a gear to provide full  
assurance about critical areas of responsibility and satisfy  
the ever-increasing level of scrutiny and regulation.

“A necessary increase in taking risks in models of 
delivery and governance means that the risks of 
things going wrong are higher.”
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Executive summary

Partnerships and alternative delivery models

The	range	of	partnerships	and	
alternative	delivery	models	(ADMs)	
now being adopted by councils and 
fire authorities – as highlighted in 
our	recent	report	‘Responding	to	the	
challenge: alternative delivery models in 
local	government’	–	shows	how	much	
change and innovation there is in the 
local government sector, but these new 
arrangements	bring	new	risks.	Also,	
the increased fragmentation of public 
service delivery is raising concerns 
about the level of transparency and 
accountability for service delivery. 

All	public	sector	bodies	need	to	
draw on the findings of recent National 
Audit	Office	and	Public	Accounts	
Committee	reviews	of	outsourced	
services in central government to 
learn the key lessons about contract 
management.	The	challenge	for	local	
authorities is to implement robust and 
proportionate governance arrangements 
in new delivery models without stifling 
innovation.

We tested the level of confidence 
of local authority leaders regarding the 
key components of good governance 
and risk management in partnerships 
and	ADMs:	the	indications	are	that	they	
are beginning to establish appropriate 
structures (as the majority of responses 
were	positive).	However,	there	is	still	
more to do as:
•	 more	than	half	of	respondents	

expressed doubts that joint risk 
registers were in place or joint risk 
meetings were happening

•	 almost	one	third	of	respondents	were	
not satisfied that all parties shared 
the same understanding of risk, or 
used a common terminology to 
discuss it

•	 one	quarter	of	respondents	were	 
not convinced that members and 
officers were clear about their roles 
and responsibilities, individually  
and collectively

•	 one	fifth	of	respondents	were	not	
confident about the resilience of 

contingency plans in the event of 
failure	of	a	partnership	or	ADM,	nor	
about the ability of their governance 
arrangements to identify potential 
service failures in partnerships or 
ADMs

•	 one	fifth	of	respondents	were	also	
unsure that members had a sound 
grasp of financial risks in this area

 However, as councils and fire 
authorities explore new models 
they need to be watchful, since the 
risks associated with some of the 
structures are significant.

In our experience, the risks and 
governance in such arrangements are 
not always jointly reported or managed, 
and members do not always have a clear 
view of the consequences of failure. 
Councils	and	fire	authorities	need	to	
reflect on these issues and consider 
as a matter of priority whether the 
governance of their partnerships and 
ADMs	is	fit	for	purpose.

“The challenge for local authorities is to implement robust and 
proportionate governance arrangements in new delivery models without 
stifling innovation.”
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Executive summary

Public communication

The	duty	to	communicate	with	the	
public on finance and governance 
continues to be treated largely as a 
compliance exercise, rather than as an 
opportunity to engage meaningfully on 
these important areas. 

Our review of explanatory 
forewords	to	the	accounts	and	AGSs	
for	150	councils,	fire	authorities	and	
police bodies found that, despite 
achieving an overall improvement 
in quality over the previous years, 
most only met minimum standards 
rather than providing genuine insight. 
We have seen some moves towards 
improving the presentation of the 
accounts, but they continue to be long 
and impenetrable.

We asked if the explanatory 
foreword helped the public to 
understand	the	authority’s	financial	
management:	40%	of	respondents	felt	
it	did	not.	We	also	asked	if	the	AGS	
explained clearly how the authority 
handled	risk:	36%	felt	not.

Perhaps it is time to consider 
whether these documents can ever 
add	significantly	to	the	public’s	
understanding	of	a	local	authority’s	
activities, performance and governance. 
There	is	limited	evidence	that	the	public	
are aware of them and even less that 
they use them. 

One possible solution is the 
production of annual reports, which 
offer a more flexible, transparent and 
accessible way to engage with people. 
We urge all local authorities – the 
majority of which to do not currently 
produce one – to align themselves with 
the	corporate	sector	and	the	NHS	by	
publishing an annual report. Perhaps 
the corporate sector can provide some 
guidance.	With	Integrated	Reporting	
and	the	Strategic	Reporting	Regulations	
now driving companies to providing 
greater linkage between strategy, 
business model, risk management and 
KPI	reporting,	the	evolving	annual	
report could provide a pragmatic 
framework to enable a more flexible 
and transparent way to engage with  
the public.

We acknowledge that, on its own, 
this	step	is	unlikely	to	be	enough.	There	
is a growing need for local authorities 
to become more proactive in managing 
the way their performance is perceived 
by	the	outside	world.	They	need	to	
engage more with local people on the 
information they actually want to 
receive, particularly in view of fast-
changing digital communications, and 
rising demands for openness. 

In the last few years we have 
also seen a growing debate over the 
unwieldy size and confusing nature of 
local	authority	accounts.	This	is	often	
blamed on the accounting framework, 
particularly the introduction of 
International	Financial	Reporting	

Standards	(IFRS),	but	it	would	be	
wrong	to	blame	this	on	IFRS	only.	
While many aspects of the accounts 
do provide appropriate clarity and 
assurance, there are certain areas 
that are comprehensible only to 
accountants; something that is further 
complicated by the use of statutory 
overrides	for	certain	costs.	As	a	result,	
management reports rather than 
the statutory accounts are used to 
communicate	authorities’	finances	to	
members.	The	moment	has	surely	 
come for the sector to initiate a debate 
with accounting standards setters  
and	CIPFA	on	the	right	format	for	
their accounts.

In the interim there are actions 
that can be taken to improve accounts 
presentation, such as excluding 
irrelevant or immaterial information 
as only a minority of authorities are 
pursuing this option presently.

Conclusion

Local government and the public sector 
more widely is changing at a rapid 
rate.	Governance	practice	needs	to	
move forward to keep pace with the 
increasing risks that local authorities 
face, and the rapidly evolving 
relationships and delivery methods the 
sector is now entering into. In parallel, 
greater clarity is required in public 
reporting to give greater transparency 
and to address the demands of the 
interactive expectations of the public. 
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Public sector risk management typically 
focuses on things that can go wrong. 
This	contrasts	with	the	corporate	
sector, where statements on principal 
risks usually identify opportunities and 
discuss how the associated risks will be 
managed, albeit not always successfully. 
We have seen few examples of local 
authorities setting out a clear risk 
appetite, which, in turn, successfully 
translates to well-supported and well-
managed innovation. In practice, 
innovation tends to occur as an ad hoc 
response to financial or operational 
pressures.

Our survey of leaders in local 
government and fire and rescue 
authorities	(local	authorities)	asked	
a range of questions designed to test 
whether organisations have been getting 
risk leadership right. It addressed the 
following areas:
•	 Risk	appetite	and	the	encouragement	

of innovation
•	 Transparency	of	decision	making
•	 Processes	for	managing	key	risks
•	 Protection	of	the	organisation	from	

service and financial failure

Risk	leadership

37

31

56

63

7

6

0

0

Strongly 
agree

Strongly 
agree

Strongly 
disagree

Strongly 
disagree

Tend to  
agree

Tend to  
agree

Tend to 
disagree

Tend to 
disagree

MY ORGANISATION ENCOURAGES WELL MANAGED RISK-TAKING (%)

MY ORGANISATION HAS A FRAMEWORK IN PLACE THAT ENCOURAGES INNOVATION AND 
MANAGES ASSOCIATED RISKS (%)

Risk appetite and encouraging 
innovation
The	majority	of	our	respondents	were	
positive	about	their	organisation’s	
risk	appetite,	with	31%	being	very	
positive.	More	than	90%	agreed	that	
well-managed risk-taking was being 
encouraged in their organisation, 
although	56%	only	tended	to	agree.	
There	was	a	similar	result	when	we	
asked about support for innovation.

There	are	now	many	examples	
of innovation in the way that local 
authorities manage and deliver services, 

ranging from internal restructuring 
programmes to the establishment of 
joint-venture	companies.	The	current	
financial climate and the need for 
savings appears to be acting as the 
catalyst in stimulating innovation when 
perhaps the status quo would have been 
preferred. For innovation to succeed, 
officers need to feel their organisation 
will support them if events do not go 
as planned. Only then will the strategic 
risk appetite embed itself at operational 
management level. 

Effective and dynamic risk leadership is essential to fostering a positive governance culture. It 
characterises risks as both opportunities and threats, encouraging innovation as well as managing 
potential pitfalls. 



CASE STUDY

 Sheffield City Council –  
benefits of a ‘no blame’ culture

Background
Sheffield	introduced	outcome-based	financial	planning	when	
developing	its	2013/14	budgets.	The	council	is	now	using	
a	robust	and	transparent	lessons	learned	process	when	
reviewing	the	first	year	of	outcome-based	financial	planning,	
to	ensure	this	new	approach	becomes	fully	embedded	 
across	the	organisation.	This	supports	a	‘no	blame’	culture	 
at	the	council	as	well	as	its	approach	to	managing	risks	 
and	opportunities.

This	also	supported	the	new	strategic	outcome	plan	for	 
the	city,	which	has	a	12-year	horizon	(2013	to	2025).	

The	plan:
•		 sets	the	strategic	direction	for	delivering	the	outcomes	

over	this	period
•		 provides	the	framework	for	decisions	about	where	to	

allocate	resources
•		 defines	the	performance	measures	to	help	track	progress	

towards	delivery.	

The model
The	business	model	for	delivery	against	the	strategic	
outcome	plan	is	built	around:
•		 outcome-led	investment,	to	achieve	the	outcomes	for	the	

city	and	to	make	a	difference	to	Sheffield	and	its	people
•		 outcome-led	commissioning	of	projects	that	will	contribute	

directly	to	achieving	a	step	change	to	the	outcomes	for	
local	people	and	businesses.	

The benefit
This	approach	has	improved	long-term	decision	making,	
including	more	effective	management	of	strategic	risks,	
prioritised	the	use	of	resources,	and	identified	where	new	
sources	of	funding	or	income	need	to	be	pursued.	The	focus	
on	outcomes	has	encouraged	innovation,	in	an	environment	
which	is	open	to	learning	lessons	rather	than	avoiding	risks.
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An	area	of	concern	is	that	only	72%	of	respondents	to	
our survey thought their staff believed there was no blame 
culture in their organisation. Local public-sector bodies have 
no choice but to change the way they operate if they are to 
maintain services in a period of financial austerity, and yet 
they are subject to intense formal and informal scrutiny when 
things go wrong. How this is handled is crucial – ideally, staff 
should	feel	supported	when	facing	‘trial	by	media’,	rather	
than being subjected to additional blame from within the 
organisation. In this context, members have a vital role to 
play in setting an appropriate tone from the top.

MY ORGANISATION’S STAFF BELIEVE WE DON’T HAVE A BLAME 
CULTURE (%)

The majority of our 
respondents were positive 
about their organisation’s 
risk appetite, with 31% 

being very positive.
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Risk leadership

Managers	also	need	consistent	guidance	on	risk	appetite	from	
the leadership. We asked if they felt there was consensus 
among	members	about	the	organisation’s	appetite	for	risk-
taking.	Respondents	were	very	divided	and	although	59%	
agreed,	a	substantial	number	(41%)	disagreed.

THERE IS CONSENSUS ACROSS MEMBERS ABOUT THE 
ORGANISATION’S APPETITE FOR RISK-TAKING (%)

8 51

41 0

Strongly 
agree

Strongly 
disagree

Tend to  
agree

Tend to 
disagree

These	results	may	indicate	a	degree	of	frustration	that,	while	
managers can see opportunities to innovate to improve 
services and achieve savings, caution from members is 
acting as a brake on real change. Worse, it may reflect 
an unwillingness or inability to accept change, surely an 
untenable position in the current climate?

We also asked respondents if they thought members 
understood the financial consequences of failure to manage 
key	risks.	More	than	88%	agreed	suggesting	an	increased	
awareness of the involvement of members in financial risk 
management.	However,	this	was	not	universal,	with	12%	
showing concern in this area. For these authorities, such 
reservations need to be addressed as they could hinder 
their ability to take well-managed risks and maximise 
opportunities.

In both our previous surveys we asked whether risk 
management was embedded throughout the organisation. 
While	88%	of	respondents	agreed	this	year,	similar	to	
previous years, there was also a similar level of hesitancy, 
with	only	one	third	strongly	agreeing.	Given	the	extensive	
period which local government has had to implement 
risk management, it is perhaps surprising that so many 
respondents	only	‘tended	to	agree’	that	risk	management	 
was embedded.

RISK MANAGEMENT IS EMBEDDED INTO THE CULTURE OF THE 
ORGANISATION (%)

  Strongly agree  Tend to agree 
  Tend to disagree   Strongly disagree

2012/13 32
56
12

2011/12 36
53
9
2

2010/11 33
57
10
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Risk leadership

Birmingham City Council: 
building innovation

A	novel	way	to	deliver	construction	
services	has	been	developed	by	
Birmingham	City	Council.	In	2012,	it	set	
up	a	wholly-owned	company,	Acivico,	to	
provide	urban	design	and	building	and	
consultancy	services	to	Birmingham	and	
potentially	to	other	public	and	private	
sector	customers.	

The	aim	is	to	develop	a	new	way	to	deliver	
services,	as	well	as	generating	income	
and	savings.	Risk	management	measures	
involved	a	five	year	exclusivity	agreement	
for	council	work	and	the	setting	of	
challenging	financial	targets.

Acivico	has	now	been	running	successfully	
for	a	year.	Its	management	team	has	
begun	to	engage	with	other	councils	
regarding	the	benefits	of	transferring	
services	into	the	Acivico	structure	and	
taking	part-ownership	of	the	enterprise.

Surrey County Council: 
catalysing change

Surrey	County	Council	is	working	to	
strengthen	its	ability	to	innovate,	by	
establishing	a	strategic	innovation	
framework.	This	includes	the	following	
elements:

•	 Leadership:	creating	a	‘One	Team’	
approach,	with	strategic	directors	
having	cross-council	roles	on	specific	
areas	such	as	commissioning	and	
partnerships

•	 Culture: embedding	the	council’s	
values	(listen,	responsibility,	trust,	
respect)

•	 Skills and tools: launching	
programmes	to	build	understanding	of	
roles	and	impact	of	actions	between	
officers	and	members;	dedicated	IT	
resources

•	 Catalysts to accelerate progress: 
setting	up	innovation	hubs	(small	
support	units	with	flexible	resources)	
and	the	‘Shift	Surrey’	website

•	 Peer challenge of innovation 
projects

The	framework	aims	to	mitigate	the	risks	
posed	by	the	financial	challenges	Surrey	
County	Council	faces,	while	ensuring	
services	are	sustained	and	improved.

Greater Manchester Fire and 
Rescue Authority: responding  
 flexibly 

The	authority	has	implemented	a	range	
of	planned	measures	in	response	to	
budgetary	constraints.	This	has	meant	
changes	to	the	way	the	fire	service	works,	
emphasising	prevention	and	educating	
communities	to	help	keep	them	safe.	

Balancing	less	money	with	the	need	to	
provide	adequate	cover	is	a	challenge	the	
authority	has	addressed	by	using	detailed	
risk	modelling	to	see	where	it	can	afford	to	
save	resources	while	keeping	communities	
safe.

Flexible	crewing	arrangements	have	
allowed	resources	to	move	when	and	
where	needed.	Resources	are	matched	to	
the	risks	posed	in	different	areas	during	
the	day	and	night	to	ensure	the	authority	
responds	effectively	to	emergencies.

All	the	changes	have	been	planned	and	
tested	through	complex	and	detailed	
modelling	to	ensure	that	the	service	 
can	maintain	performance	levels	to	 
the	required	standards.

Case	studies
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Risk leadership

Transparency	of	decision	making

Modern	communication	methods	such	as	the	internet	
and social media, along with political and media focus on 
the ethical behaviour of large organisations, are placing 
increasing pressure on all public authorities to be more 
transparent.	If	an	organisation’s	risk	management	is	to	be	
credible to staff and the public, its decisions on risks need  
to be taken in a transparent manner. 

Encouragingly,	94%	per	cent	of	respondents	to	our	
survey agreed that their organisations were transparent  
about decision taking on risks, although only one third 
strongly agreed.

That	said,	the	publication	of	corporate	risk	registers	by	
local government, fire or police organisations is limited when 
compared to the assurance framework documents routinely 
included	on	board	agenda	websites	by	many	NHS	bodies.	 
We	asked	the	auditors	of	150	of	these	organisations	how	
easy	it	was	for	them	to	obtain	a	copy	of	the	organisation’s	
risk	register,	scoring	from	1	(open	and	transparent)	to	5	
(obstructive).	44%	found	this	was	difficult	or	in	a	few	cases	
obstructive.	Only	1%	rated	organisations	as	open	and	
transparent when it came to publishing their risk registers.

MY ORGANISATION IS OPEN ABOUT ITS DECISION TAKING ON  
RISKS (%)

AUDITOR’S ASSESSMENT OF RISK REGISTER ACCESSIBILITY  (%)

Obstructive 4

Difficult 40

Reasonable 47

Helpful 8

Open and 
transparent

1

35 59

6 0

Strongly 
agree

Strongly 
disagree

Tend to  
agree

Tend to 
disagree

Encouragingly, 94% 
per cent of respondents 
to our survey agreed 

that their organisations 
were transparent about 
decision taking on risks.
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Risk leadership

Processes for managing key risks

Having	determined	the	organisation’s	
overall approach to risk taking, it is 
important to ensure the approach 
is supported by an effective risk 
management process. Identified risks 
need to be assessed against common 
parameters, managed effectively 
and communicated in an open and 
transparent manner. 

The	risk	register	is	the	principal	
focal	point	of	an	organisation’s	risk	
management arrangements, but can 
often be unwieldy and formulaic in 
tone.	There	is	also	a	temptation	to	
populate the register with the risks for 
which well-established controls and 

procedures are already in place, while 
avoiding other, more difficult issues.

Our survey sought views on 
whether	risk	registers	are	‘living	
documents’.	There	was	a	high	degree	
of confidence that risk registers 
had	captured	all	the	organisation’s	
significant risks, not just those that 
were easy to manage.

Furthermore, respondents were 
generally satisfied that the risk register 
was not just a paper exercise. However, 
this was not a universal opinion as 
almost one fifth disagreed.

This	seems	to	indicate	that	those	
most closely involved in the governance 

process are satisfied that risk registers 
capture	the	appropriate	risks.	This	is	
supported by the very strong level 
of	confidence	(94%)	in	the	processes	
for ensuring that mitigating actions 
were being delivered to manage key 
risks, and that named lead officers 
had the authority to deliver those 
actions.	A	large	majority	(90%)	also	
responded favourably on the quality of 
their	organisation’s	risk	management	
reporting, concluding that they 
provided a good understanding of  
how key risks were being mitigated. 
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52

8

17

0

1

Strongly 
agree

Strongly 
agree

Strongly 
disagree

Strongly 
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Tend to  
agree

Tend to  
agree

Tend to 
disagree

Tend to 
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THE RISK REGISTER HAS CAPTURED ALL MY ORGANISATION’S SIGNIFICANT RISKS, NOT JUST 
THOSE THAT ARE EASY TO MANAGE (%)

THE RISK REGISTER IS USED BY THE MANAGEMENT TEAM TO MANAGE RISK, AND IS NOT A 
PAPER EXERCISE (%)
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Risk leadership

Protecting the organisation from service and financial failure

It is reassuring that leaders felt 
identified risks were being managed 
appropriately. However, a different 
picture emerged regarding the ability 
of governance arrangements to identify, 
predict and avert major service failures.

We asked if leaders were confident 
that	their	organisation’s	governance	
arrangements would:
•	 highlight	a	potential	service	failure	

before it happened
•	 identify	a	significant	safeguarding	

compliance weakness.

We also asked whether they were 
satisfied that their main regulators, such 
as	the	Office	for	Standards,	Children’s	
Education	and	Skills	(Ofsted),	the	
Care	Quality	Commission	(CQC)	
and	the	Department	for	Communities	
and	Local	Government	(DCLG),	
would identify anything of substance 

that they did not already know from 
their governance and risk management 
arrangements.

Surprisingly,	there	was	a	
considerable degree of hesitancy in the 
responses to all three questions. While 
between	81%	and	87%	of	respondents	
agreed, only a quarter strongly  
agreed	and	13%	to	18%	were	inclined	
to disagree. 

This	suggests	that	local	authorities’	
risk management function may need to 
place greater focus on activities in areas 
of critical responsibility or subject to 
ever-increasing level of scrutiny and 
regulation.	Skilled	risk	leadership	is	
essential to pinpointing key strategic, 
reputational and stewardship risks 
and	making	sure	the	organisation’s	
governance arrangements and 
mitigation strategies are effective.  

I AM CONFIDENT THAT MY ORGANISATION’S 
GOVERNANCE ARRANGEMENTS WOULD 
IDENTIFY A POTENTIAL SERVICE FAILURE 
BEFORE IT HAPPENED (%)  

24
63
13

0

I AM CONFIDENT THAT MY ORGANISATION’S 
GOVERNANCE ARRANGEMENTS WOULD 
IDENTIFY A SIGNIFICANT SAFEGUARDING 
COMPLIANCE WEAKNESS (%) (NOT 
APPLICABLE TO FIRE AUTHORITIES)

26
58
16
0

OUR MAIN REGULATORS (EG OFSTED, CQC 
AND DCLG) COULD NOT TELL ME ANYTHING 
OF SUBSTANCE THAT I DON’T ALREADY 
KNOW FROM OUR GOVERNANCE AND RISK 
MANAGEMENT ARRANGEMENTS (%)

30
52
17
1

  Strongly agree    Tend to agree 
  Tend to disagree   Strongly disagree

Five questions for members to ask about risk management:

1	 Does	the	risk	register	cover	all	our	key	opportunities	as	well	as	threats?
2	 Would	frontline	staff	agree	with	the	corporate	risk	register?
3	 How	confident	are	managers	about	managing	the	risk	of	service	failures?
4	 How	are	we	managing	safeguarding	compliance	risks?
5	 Did	our	last	report	from	a	regulator	include	any	surprises,	and	if	so,	what	action	

has	been	taken?
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Risk leadership

Fire and rescue services: risk planning

Fire	and	rescue	authorities	are	required	to	prepare	an	
annual	integrated	risk	management	plan	(IRMP).	This	is	
an	assessment	of	all	the	risks	of	death	or	injury	within	the	
community,	which	aims	to	make	the	fire	and	rescue	service	
more	responsive	to	local	needs.	

We	asked	respondents	if	they	were	confident	that	their	
authority’s	risk	register	reflected	the	key	risks	associated	with	
delivering	the	IRMP.	Respondents	were	very	confident	here	–	
all	agreed	this	was	the	case,	and	the	majority	(81%)	strongly	
agreed.

I AM CONFIDENT THAT THE AUTHORITY’S RISK REGISTER 
REFLECTS THE KEY RISKS ASSOCIATED WITH DELIVERING THE 
IRMP (%) (FIRE AUTHORITIES ONLY)

   Strongly agree     Tend to agree 
    Tend to disagree   Strongly disagree

Strongly agree 81
Tend to agree 19
Tend to disagree 0
Strongly disagree 0

THE PEOPLE CONSIDERED TO BE RESPONSIBLE FOR DRIVING GOOD GOVERNANCE:
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1	 Includes	chief	fire	officer
2	 Individual	roles	that	were	less	than	1%	of	total

Local government and fire and rescue authorities:  
who drives good governance?

We	asked	respondents	to	list	the	three	main	people	they	
considered	to	be	responsible	for	driving	good	governance.	 
There	was	a	wide	range	of	responses	but	the	clear	leaders	were	
the	chief	executive/chief	fire	officer,	the	director	of	finance	and	
the	monitoring	officer.	It	is	encouraging	to	see	that	organisations’	
most	senior	officers	are	strongly	identified	with	the	impetus	
to	foster	good	governance	arrangements.	However,	the	wide	
range	of	responses	reflects	a	lack	of	clarity	and	consistency	
among	local	authorities	as	to	where	responsibility	lies.	It	is	also	
slightly	worrying	that	very	few	see	members	(leader,	chair,	audit	
committee	chair)	as	having	any	role	in	setting	the	tone	for	good	
governance.
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Partnerships	and	alternative	
delivery	models

The local government sector has always used partnership and alternative delivery models (ADMs) 
to provide services. However, over the past few years there has been a significant increase in the 
number of councils either implementing or considering ADMs. 

In	most	instances,	the	ADMs	are	a	
response to financial austerity and 
are seen as an opportunity to reduce 
costs	and	maintain	services.	These	
include initiatives such as shared service 
arrangements for support services, 
outsourcing of services such as revenue 
and benefits administration, and 
strategic partnerships with other public 
authorities and the private sector. 

The	wide	spectrum	of	ADMs	
now being adopted is an indicator of 
the	sector’s	willingness	to	innovate	
to protect public services. However, 
using subsidiary companies, joint 
ventures, outsourcing and partnership 
arrangements also brings risks. In 
our experience, these risks are not 
adequately captured by the governance 
arrangements common to the sector 
and there are many examples that have 
resulted in either service or financial 
failure.

The	sector	should	not	halt	the	
innovation that will be so vital to its 
future success. However, it does need 
to implement robust and proportionate 
governance arrangements for new 
service	delivery	models.	The	challenge	
is to retain accountability without 
stifling innovation. 

Our survey asked a range of 
questions to gauge how confident 
leaders	were	that	their	organisation’s	
governance arrangements were capable 

of managing this challenge. We focused 
on:
•	 how	risks	were	shared	and	managed	
•	 key	aspects	of	accountability	
•	 the	level	of	assurance	provided	by	

governance arrangements.

Sharing	risks	and	rewards

Inevitably,	entering	into	ADMs	
involves sharing risks. Our survey 
revealed a significant degree of 
hesitancy about whether all parties 
understood the risks involved with 
ADMs	and	how	they	should	be	
managed.	Almost	one	third	felt	there	
was no common understanding 
between all parties, while an additional 
56%	only	partially	agreed.

We also asked if leaders felt 
members and officers were clear about 
their roles and responsibilities, both 
individually and collectively, regarding 
ADMs.	Here	there	appeared	more	
uncertainty with just over a quarter 
disagreeing	and	only	12%	agreeing	
strongly.

WHEN WORKING IN SUCH ARRANGEMENTS, 
MEMBERS AND OFFICERS ARE CLEAR 
ABOUT THEIR ROLES AND RESPONSIBILITIES 
INDIVIDUALLY AND COLLECTIVELY IN 
RELATION TO THE ALTERNATIVE DELIVERY 
ARRANGEMENT AND THE ORGANISATION (%)

  Strongly agree    Tend to agree 
  Tend to disagree   Strongly disagree

12
62
25

1

A wide range of ADMs has developed in the local government sector

•	 Contracts	and	partnerships	with	other	public	bodies,	including:
–	 joint	management	teams
–	 joint	front	line	services
–	 joint	commissioning
–	 shared	back-office	service	provision
–	 accountable	body	status

•	 Contracts,	partnerships	and	joint	venture	vehicles	with	the	private	sector,	
including:
–	 outsourcing	of	services	such	as	financial	services,	leisure,	IT	and	waste
–	 provision	of	a	wide	range	of	activities,	from	regeneration	to	housing	repairs

•	 New	public	sector	bodies	such	as	care	partnership	trusts	for	adult	health	and	
social	care	delivery

•	 New	non-public	sector	entities	such	as	local	authority	companies,	social	
enterprises	and	trusts
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There	was	more	confidence	in	the	
assignment of responsibility for risk 
between	the	parties	to	the	ADM.	More	
than	82%	of	respondents	felt	that,	
for	all	of	their	main	ADMs,	there	was	
a degree of clarity as to which party 
carried the lead responsibility for which 
key risk, and that this was specified in 
agreements or contracts. However, it 
should	not	be	overlooked	that	17%	are	
not yet convinced as to the sharing of 
risk and responsibility.

FOR ALL OUR MAIN ALTERNATIVE DELIVERY 
ARRANGEMENTS, IT IS CLEAR WHICH PARTY 
CARRIES THE LEAD RESPONSIBILITY FOR 
WHICH KEY RISK (%)

  Strongly agree    Tend to agree 
  Tend to disagree   Strongly disagree

21
62
17
0

Overall, organisations believe they 
are getting the documentation right. 
However,	the	‘softer’	issues	of	whether	
all involved appreciate the nature of the 
arrangements their organisations are 
entering into, and how the attendant 
risks should be managed, appear less 
clear-cut.	The	survey	results	may	also	
reflect a level of discomfort with these 
new arrangements but are perhaps an 
indication that more work needs to be 
done to provide assurance to everyone 
concerned. 

Given	the	risks	and	costs	associated	
with	many	ADMs,	the	sector	needs	to	
do more to identify and understand 
these areas before entering into 
collaboration.	The	various	forms	of	
ADM	now	in	existence	bring	their	own	
specific risks:
•	 Divided loyalties – when council 

directors become directors of a 
separate entity, they may have 
responsibilities to the company or 
trust that prove to be inconsistent 
with or contradict those of the 
council

•	 Unintended legal consequences 
– officers who act as company 
directors can find themselves 
personally liable for losses incurred 
by the company, as in the case of 
Burgoine	and	Cook	vs.	London	
Borough of Waltham Forest 

•	 Financial loss – a number of local 
government-owned companies have 
gone into deficit with local taxpayers 
having to carry the costs

•	 Unintended financial 
consequences – an authority may 
find itself at a disadvantage due to 
poor or time-pressured contract 
negotiations, allowing the private 
sector partner to make excessive 
margins

•	 Unanticipated hurdles – initiatives 
can become bogged down in 
procedures such as consultation 
requirements or inability to agree on 
allocation of costs

•	 Culture clashes – joint working 
between local government and the 
NHS	has	not	always	been	successful,	
as the experience of some social care 
trusts has demonstrated

•	 Distorted markets – the entry of 
large private-sector providers with 
ambition	for	‘global	expansion’	
via partnership with a local 
authority could reduce options for 
neighbouring authorities

•	 Reputational risk-by-association 
– a major supplier may fail, due to 
general economic conditions or other 
factors, leading to significant service 
disruption and reputational damage 
to the authority

For most local authorities, a single 
failed	ADM,	while	having	a	significant	
impact, would be manageable within 
available resources. However, many 
local authorities now have numerous 
such arrangements, leaving them 
vulnerable if there were to be multiple 
failures. 

We believe ventures currently 
being explored by local authorities are 
a necessary response to the financial 
climate. However, sophisticated risk 
management remains essential, and 
authorities need to draw on the growing 
body of experience among their peers 
and for example the corporate sector to 
avoid the pitfalls.
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Partnerships and alternative delivery models

Grant Thornton Alternative 
Delivery Models report

Questions that members should 
ask officers when considering the 
development of a new delivery 
model
•	 Have	we	considered	all	of	the	

options?
•	 What	are	the	expected	benefits	of	

the	new	delivery	model	and	how	will	
we	measure	success?

•	 Is	the	new	delivery	model	supported	 
by	a	robust	and	comprehensive	
business	plan?

•	 Has	the	business	plan	been	subject	
to	appropriate	due	diligence?

•	 What	are	the	service	and	financial	
risks?

•	 Does	the	transferring	team	have	all	
of	the	right	skills	and	expertise	to	
run	the	new	organisation?

•	 Are	the	right	support	structures	in	
place	to	ease	transition	and	ensure	
service	continuity?

•	 How	will	services	be	commissioned	
from	the	new	entity?

•	 What	happens	if	the	new	model	
fails?

•	 What	arrangements	does	the	
council	have	in	place	to	assess	
the	impact	on	the	management,	
governance	and	risk	appetite	of	the	
delivery	model?

•	 What	service	and	financial	reporting	
mechanisms	does	the	council	have	
in	place	for	each	entity?

•	 Is	there	a	summary	report	
combining	the	risk	profile	of	
the	council,	its	companies,	its	
partnerships	and	joint	ventures?	

HM Treasury – ‘Managing risks with delivery partners’ (2004)

The	Treasury’s	guide	to	risk	management	for	partnerships	remains	relevant	today.

Key points:
•	 Good	risk	management	is	integral	to	a	successful	partnership
•	 Delivering	services	through	partners	can	produce	significant	benefits	and	help	

bring	about	successful	innovation
•	 This	inevitably	offers	less	direct	control
•	 Risks	can	arise	from	failing	to	align	agendas	and	from	ineffective	communication

Main elements of an effective approach:

•	 Risk identification and assessment: is	there	a	common	understanding	of	the	
risks	and	how	they	can	be	managed?	Is	this	based	on	a	shared	interpretation	of	
the	partnership’s	objectives?

•	 Joint risk registers: these	provide	a	useful	basis	for	the	above,	giving	the	
opportunity	to	come	to	agreed	judgements	and	allocate	responsibility	

•	 Allocation of risk ownership: is	there	clarity	about	who	is	carrying	which	risks,	
and	what	the	requirements	are	for	providing	information?

•	 Monitoring risks: good	quality	monitoring	information	should	include	the	scale	of	
risks	and	opportunities	–	how	are	they	being	managed?

•	 Reviewing and managing risks: hold	joint	risk-review	meetings	as	an	integral	
part	of	the	partnership	performance	management	arrangements

• Risk communication: sharing	risk	assessments	will	help	to	avoid	different	
perspectives.	An	open	dialogue	will	help	create	a	shared	understanding.	Has	the	
service	risk	terminology/language	been	agreed?

Better Care Fund (previously known as the Integration   
Transformation Fund)

The	2013	Spending	Review	announced	that	£3.8	billion	worth	of	funding	–	 
the	Better	Care	Fund	(BCF)	–	was	to	be	committed	by	1	April	2015	to	ensure	
closer integration between health and social care,	through	pooled	budget	
arrangements.	

NHS	and	local	authority	partners	are	expected	to	work	together	to	produce	and	
deliver	BCF	plans,	signed	off	by	local	Health	and	Well	Being	Boards	(HWBBs).	The	aim	
is	to	achieve	full	integration	of	health	and	social	care	between	local	government	and	
the	NHS.	A	joint	statement	by	the	Local	Government	Association	and	NHS	England	
emphasised	the	need	for	“bold and transformative long-term strategies and 
plans”	to	ensure	services	are	financially	sustainable	and	to	maintain	the	safety	and	
quality	of	patient	care.

Alongside	the	challenge	of	developing	new	models	of	delivery	to	achieve	the	required	
integration,	local	authorities	and	NHS	bodies	must	make	sure	that	clear	and	rigorous	
arrangements	are	in	place	for	managing	risks	and	sharing	accountability.
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Partnerships and alternative delivery models

Managing	risks

To	manage	risks	effectively	in	ADMs,	
risk management processes need to be 
joined up and jointly managed. Here we 
found a significant lack of confidence in 
existing arrangements.

Our survey asked whether a joint 
risk register was in place for the 
organisation’s	main	ADMs.	Worryingly,	
more than half of respondents said it 
was not.

This	was	also	the	case	when	
we asked respondents if joint risk 
meetings were being held covering their 
organisation	and	the	ADM.	More	than	
50%	disagreed	that	this	was	happening,	
and	13%	of	them	strongly	disagreed.

Different parties can have very 
different	perceptions	of	an	ADM	
agreement, and we asked whether 
respondents felt all parties were 
speaking the same language on risk and 
performance. Here, almost one third 
disagreed,	and	only	4%	strongly	agreed.

This	is	evidently	an	area	where	
local authorities need to devote some 
close	attention.	Unless	the	ADM	is	
supported by robust risk management 
arrangements that identify key risks and 
monitor progress on handling them, 
there is a danger that the risk of failure 
will go unnoticed until it is too late.

While	certain	types	of	ADM,	
such as companies, will have a more 
aggressive risk appetite than public 
bodies, it is the public body that may 
need to provide financial support if 
the	entity	fails.	Joint	risk	registers	and	
joint risk management are an effective 
means	of	mitigating	the	public	body’s	
exposure to financial and service failure.
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WE HAVE A JOINT RISK REGISTER COVERING THE ORGANISATION AND THE MAIN ALTERNATIVE 
DELIVERY ARRANGEMENTS (%)

WE HOLD JOINT RISK MEETINGS COVERING THE ORGANISATION AND ALTERNATIVE DELIVERY 
ARRANGEMENT (%)

ALL PARTIES SPEAK THE SAME LANGUAGE ON RISK AND PERFORMANCE MANAGEMENT (%)

“Unless the ADM is supported by robust risk management arrangements 
that identify key risks and monitor progress on handling them, there is a 
danger that the risk of failure will go unnoticed until it is too late.”



19  LOCAL	GOVERNMENT	GOVERNANCE	REVIEW	2014	

Partnerships and alternative delivery models

Accountability

Accountability	is	an	essential	element	of	good	governance.	
ADMs	present	the	risk	that	accountability	for	service	
delivery and the consequences of any failure is not clearly 
allocated,	and	as	a	result	the	ADM	does	not	deliver	what	it	
was intended.

Our survey asked respondents if they knew who was 
accountable for the financial and performance targets of their 
principle	ADMs.	By	far	the	majority	confirmed	that	they	
did, suggesting that arrangements for the accountability for 
ADMs	are	clearly	defined	and	understood.	

I KNOW WHO IS ACCOUNTABLE FOR THE FINANCIAL AND 
PERFORMANCE TARGETS OF MY ORGANISATION’S MAIN  
ALTERNATIVE DELIVERY ARRANGEMENTS (%)

44 48

7 1
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CASE STUDY

 North Somerset District Council: keeping a 
watch on outsourced support services

North	Somerset	District	Council	has	outsourced	its	core	
support	services	–	including	revenues	and	benefits,	customer	
services,	IT,	soft	facilities	management,	human	resources	
and	payroll,	schools	support	and	procurement	–	with	the	aim	
of	transforming	its	operation	and	significantly	reducing	costs.	
The	services	are	provided	and	managed	by	Agilisys	and	its	
principal	sub-contractor	Liberata,	under	a	ten-year	contract	
which	began	in	October	2010.

The	council	recognised	that	it	needed	clear	and	
comprehensive	governance	arrangements	over	the	
outsourcing	of	such	a	large	element	of	its	services.	This	was	
achieved	through	a	governance	model	which	includes:

•	 a strategic partnership board	with	attendees	including	
the	council	leader	and	chief	executive,	two	councillors	with	
customer	services	and	finance,	IT	and	people	portfolios,	
and	directors	from	Agilisys	and	Liberata.	The	board	
meets	quarterly;	it	also	receives	performance	reports	and	
reviews	the	joint	risk	register	every	six	months

•	 an operations board	which	meets	bi-monthly	and	also	
receives	performance	reports.	This	is	attended	by	client	
officers	and	managers	from	the	provider	firms

•	 monthly contract meetings	between	the	council’s	lead	
client	officer	and	the	companies

•	 weekly service-review meetings to	deal	with	issues	
specific	to	the	individual	services.

In	addition,	the	council’s	transformation board	oversees	
specific	project boards	to	monitor	the	achievement	of	the	
wider	strategic	objectives	of	the	partnership.	Engagement 
boards	have	also	been	set	up	to	ensure	that	strong	links	 
are	maintained	between	the	core	services	and	the	council’s	
other	directorates.



LOCAL	GOVERNMENT	GOVERNANCE	REVIEW	2013	 20

Partnerships and alternative delivery models

CASE STUDY

 London Borough of Southwark: partnering with 
the Shard

The	Shard	development	at	London	Bridge	provided	the	
London	Borough	of	Southwark	with	a	major	opportunity	to	
further	its	regeneration	agenda,	not	only	through	Section	
106	resources	of	some	£32	million	but	through	innovative	
governance	arrangements.	The	council	recognised	the	need	
to	work	closely	with	the	developer,	and	also	to	protect	the	
council’s	interests	while	avoiding	any	perception	of	‘red	tape’	
being	a	barrier.

A	Section	106	project	board	has	been	established	which	
includes	the	cabinet	members	for	regeneration	and	corporate	
strategy	and	communities	and	economic	well-being	(who	are	
accountable	to	the	wider	cabinet	group),	as	well	as	directors	
from	the	development	company	Sellar	Property	Group	and	
the	council’s	director	of	corporate	strategy.

The	project	board	meets	three	times	a	year	to	receive	
reports	and	review	all	Section	106-funded	activity.	It	provides	
a	forum	for	the	highest	level	of	decision	makers	in	each	
organisation	to	evaluate	strategic	direction	and	secure	 
the	benefits	of	regeneration	rather	than	simply	monitoring	 
the	development.	

This	approach	has	allowed	the	council	to	foster	a	more	
productive	form	of	relationship	with	the	developer,	to	further	
its	objective	of	regeneration	and	employment	for	local	
people.	An	example	of	this	was	a	variation	in	the	original	
Section	106	agreement	regarding	floor	space	for	an	
employment	and	training	facility.	In	lieu	of	the	space,	Sellar	
agreed	to	provide	a	project	that	engages	with	employers	
moving	into	the	completed	development	to	create	sustainable	
employment	there	for	300	Southwark	residents	by	the	end	 
of	2015.

BS 11000: structured collaboration

In	2010,	the	first	national	standard	on	collaboration,	 
BS	11000,	was	released.	

The	standard	advocates	sharing	visions	and	resources,	with	
a	particular	focus	on	boosting	efficiency.	The	public	sector	
could	benefit	from	applying	some	of	the	concepts	and	tools	
set	out	in	the	standard	to	its	own	collaborative	projects.	
These	include:

•	 changing	behaviours	and	improving	trust,	to	make	
collaboration	more	efficient	within	and	between	
organisations

•	 introducing	a	common	language	to	improve	
communication	between	parties

•	 aligning	aspirations	and	capabilities	between	partners	and	
playing	to	organisations’	strengths	to	improve	productivity

•	 providing	greater	continuity	and	flexibility	of	resources
•	 enhancing	governance,	for	example	by	adopting	shared	

approaches	to	risk	management
•	 promoting	innovation	and	continuous	improvement.
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Partnerships and alternative delivery models

Assurance	

Where organisations have placed the responsibility for the 
delivery of key objectives with partners or contractors via 
ADMs,	it	is	important	that	there	is	the	same,	if	not	a	higher,	
level of assurance that those responsibilities are being met as 
there would be with an internal solution.

It	is	also	important	that	the	assurance	covers	the	partner’s	
entire operation. In many cases, assurance is provided 
separately	on	the	organisation	and	on	individual	ADMs,	
resulting in there being only a limited understanding of the 
organisation’s	overall	exposure	to	risk.

We asked whether respondents were confident their 
governance arrangements would identify a potential service 
failure	within	an	ADM	before	it	happened.	While	a	sizable	
majority expressed some confidence with the assurance 
arrangement, over a fifth had doubts. 

The	latter	responses	echo	our	own	observations	as,	while	
the	majority	of	ADMs	function	successfully,	there	are	a	
significant number that have experienced service or financial 
failure, or both. Examples include excess profits being made 
by the private sector under joint ventures or partnership 
trusts that have ended up being dissolved due to cultural 
differences. Organisations need to give more thought to the 
risks and challenges which come from working in partnership 
with the private sector and other sectors, and ensure that 
appropriate assurance mechanisms are established.

We asked whether there were clear plans specifying what 
action should be taken if alternative delivery arrangements 
were	to	fail.	Again,	over	a	fifth	expressed	doubt.	Given	
the potential impact of a service or financial failure in an 
ADM	this	clearly	highlights	an	area	that	requires	more	
consideration.

We asked respondents if they thought members 
understood the financial consequences of failure to manage 
the	key	risks	of	ADMs.	A	sizeable	minority	of	19%	disagreed	
or were inclined to disagree.

I AM CONFIDENT THAT OUR GOVERNANCE ARRANGEMENTS WOULD 
IDENTIFY A POTENTIAL SERVICE FAILURE WITHIN OUR VARIOUS 
ALTERNATIVE DELIVERY MODELS BEFORE IT HAPPENED (%) 

   Strongly agree     Tend to agree 
    Tend to disagree   Strongly disagree

Strongly agree 12
Tend to agree 67
Tend to disagree 20
Strongly disagree 1

THERE ARE CLEAR PLANS ABOUT WHAT ACTION SHOULD BE TAKEN IF 
ANY OF OUR MAIN ALTERNATIVE DELIVERY ARRANGEMENTS FAIL (%) 

   Strongly agree     Tend to agree 
    Tend to disagree   Strongly disagree

Strongly agree 23
Tend to agree 54
Tend to disagree 22
Strongly disagree 1

MEMBERS UNDERSTAND THE FINANCIAL CONSEQUENCES OF FAILURE 
TO MANAGE THE KEY RISKS OF OUR MAIN ALTERNATIVE DELIVERY 
ARRANGEMENTS (%) 

   Strongly agree     Tend to agree 
    Tend to disagree   Strongly disagree

Strongly agree 20
Tend to agree 61
Tend to disagree 18
Strongly disagree 1

Useful guidance on outsourcing and ADMs

–	 Improving	government	procurement	(2013)
–	 The	role	of	major	contractors	in	the	delivery	of	public	

services	(Memorandum,	2013)
–	 A	review	of	collaborative	procurement	across	the	public	

sector	(2010)
–	 Successful	commissioning	(2011)
–	 Good	practice	contract	management	framework	(2008)
–	 Efficiency	and	reform	in	government	corporate	functions	

through	shared	service	centres	(2012)
–	 Assurance	for	major	projects	(2012)
–	 Accountability	for	public	money	(2012)

National Audit Office and Public Accounts Committee reviews  
and guidance
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Partnerships and alternative delivery models

ADMs	can	be	complex	and	managers	
are, of course, responsible for ensuring 
they operate as intended. However, 
members too have an obligation. 
Where an organisation has chosen to 
outsource large parts of its activities, 
members must be clear about what is 
at stake financially and where the duty 
ultimately lies for meeting liabilities 
when	things	go	wrong.	Management	
reporting needs to clarify these matters 
so	as	to	aid	members’	appreciation.	
It is encouraging that local authorities 
continue to innovate to secure better 
services for the public and that the 
majority of leaders are confident with 
existing governance arrangements. 
However, caution is warranted as there 
clearly remains a concern among a 
substantial number of respondents as to 
the	risks	inherent	in	ADMs.

For some organisations the 
development	of	ADMs	has	evidently	
run ahead of the governance 
arrangements required to manage them. 
Attention	needs	to	be	given	to	the	
governance, assurance and reporting 
arrangements for these bodies if they 
are to be effective in supporting future 
service delivery.

Ten questions members should ask about ADMs

1.	 Is	there	a	common	understanding	between	all	parties	to	
your	main	ADMs	on	the	risks	they	face	and	how	they	will	
be	managed?

2.	 Are	all	roles	and	responsibilities	in	the	ADM	clearly	
set	out,	assigned	and	accepted,	both	individually	and	
collectively?

3.	 Is	it	clear	which	party	carries	the	lead	responsibility	for	
which	key	risk,	and	is	this	incorporated	in	agreements	 
or	contracts?

4.	 Is	a	joint	risk	register	in	place	for	your	organisation’s	
main	ADMs	and	is	this	regularly	reviewed	at	joint	risk	
meetings?

5.	 Have	you	reviewed	the	processes	for	day-to-day	
management	of	risks	in	your	ADMs?	

6.	 Are	you	satisfied	that	they	are	robust	and	that	all	parties	
are	fully	engaged?

7.	 Are	you	confident	that	your	governance	arrangements	
would	identify	a	potential	service	failure	within	your	ADMs	
before	it	happened?

8.	 Do	you	have	clear	plans	about	what	action	should	be	
taken	if	alternative	delivery	arrangements	fail?

9.	 Do	you	understand	the	financial	consequences	of	failure	
to	manage	the	key	risks	of	your	main	alternative	delivery	
arrangements?

10.	Are	you	satisfied	with	the	quality	of	financial	and	
performance	reporting	on	ADMs?	How	could	it	be	
improved?
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Public	communication

Local public sector bodies serve every part of society and have a statutory duty to communicate 
with the general public and other stakeholders about their financial performance and governance 
arrangements, through the annual accounts, including the explanatory foreword and the AGS.

In	our	previous	two	Grant	Thornton	Local	Government	
Governance	Reviews	we	have	highlighted	some	
organisations’	tendency	to	treat	these	two	publications	as	a	
compliance exercise rather than as an opportunity to engage 
meaningfully	with	the	public.	The	same	holds	true	this	year.	

Perhaps now is the time to consider whether these 
documents	can	ever	add	significantly	to	the	public’s	
understanding	of	their	local	authority’s	activities.	Although	
effective as a means of getting bodies to summarise and 
disclose their governance arrangements and financial 
activities, there is limited evidence that people are aware of 
these documents and even less that they value them. 

One possible solution is the production of annual reports, 
which offer a more flexible, transparent and accessible way to 
engage with people. We would encourage all local authorities 
– the majority of which to do not currently produce one – 
to	fall	into	step	with	the	corporate	sector	and	the	NHS	by	
publishing	an	annual	report.	To	save	on	costs	and	maximise	
reach,	online	versions	may	be	the	best	option.	A	minority	of	
authorities are already doing this. 

On its own, however, this step is unlikely to be enough. 
Local authorities need to engage more with local people on 
the information they actually want to receive, particularly in 
view of fast changing technologies and its impact on growing 
demands for openness and more timely communication. 
It is essential that local authorities become more proactive 
in managing the way their performance is perceived by the 
outside world.

In the last few years we have also seen a growing debate 
over	the	length	and	clarity	of	local	authority	accounts.	This	
has reduced the effectiveness of the accounts as a governance 
tool. We believe the time is right for the sector to enter into a 
debate	with	accounting	standards	setters	and	CIPFA	on	the	
right format for their accounts.

Engagement

This	year	we	looked	for	evidence	of	councils,	fire	authorities	
and police bodies actively engaging with the public about 
what information they want on the quality of services, 
finance and governance of these organisations. 

Somewhat	surprisingly,	one	third	of	respondents	felt	there	
had been little or no such engagement.

WE HAVE ENGAGED WITH THE PUBLIC ON WHAT INFORMATION THEY 
WANT ON THE QUALITY OF SERVICES, FINANCES AND GOVERNANCE 
OF THE ORGANISATION (%) 

   Strongly agree     Tend to agree 
    Tend to disagree   Strongly disagree

Strongly agree 24
Tend to agree 43
Tend to disagree 27
Strongly disagree 6
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A	vital	factor	in	improving	the	quality	and	value	of	local	
authorities’	financial	and	governance	statements	is	for	
organisations to understand what the public want, how such 
documents are used and how these documents can be made 
more	accessible.	A	significant	proportion	of	statements	
do not adequately explain the quality and performance of 
services or the impact of changes in funding.

The	internet	and	social	media	offer	public	bodies	more	
scope than ever to interact with residents and stakeholders, 
to involve them in decision making and to increase direct 
accountability. In our survey we explored what mechanisms 
they used to communicate performance and to increase 
public oversight. By far the most popular choice was their 
website. Performance reports and annual reports also 
featured	strongly.	Surprisingly,	social	media,	one	of	the	most	
significant growth areas for the private sector in recent years, 
is comparatively low down the list. 

MECHANISMS USED BY LOCAL AUTHORITIES TO COMMUNICATE 
PERFORMANCE AND ALLOW PUBLIC OVERSIGHT (%) 

Website 21
Performance reports 16
Annual report 12
Consultation 9
Scrutiny committees 5
Local press/media 5
Social media 4
Public questions 4
Newsletter 4
Council tax leaflet 4
Corporate plan 4
Annual accounts 4
AGS 4
Other 3

Consultation	ranked	higher	than	scrutiny	committees	 
as	a	means	of	facilitating	public	oversight.	This	accords	
with our own experience where we have seen a number of 
examples of councils consulting with their local population  
to increase their involvement in important decisions about 
the	annual	budget	and	other	key	areas.	Such	engagement	 
has succeeded in increasing the level of accountability,  
by ensuring people understand the options and challenges 
facing the council and providing the opportunity for them  
to influence its direction.

CASE STUDY

 Liverpool City Council: giving young people  
 a voice

Young	people	in	Liverpool	are	learning	more	about	the	
workings	of	local	government,	thanks	to	Liverpool	City	
Council’s	Schools’	Parliament.	

Youngsters	meet	to	discuss	issues	affecting	the	council,	its	
services	and	its	finances.	They	have	also	had	the	chance	to	
question	the	city’s	mayor	directly	and	to	vote	on	the	priority	
levels	of	council	services.	The	parliament	is	recognised	as	a	
committee	of	the	council,	and	has	its	own	Facebook	page.	

For	the	third	year	running,	in	2013	the	council	also	used	
the	MORI	‘You	Choose’	budget	simulator	as	a	method	of	
engaging	the	public	in	making	choices	on	expenditure	and	
budgetary	priorities.	The	simulator	was	available	on	the	
web	and	via	a	mobile	app.	Respondents	were	able	to	adjust	
spending	levels	on	25	services	under	seven	main	budget	
headings,	and	could	see	the	consequences	of	their	decisions	
by	means	of	pop-up	descriptions.
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CASE STUDY

Warwickshire County Council: let’s talk

Warwickshire	County	Council	uses	MORI	‘You	Choose’	
software	to	help	it	gather	the	views	of	the	local	community.	
For	every	significant	service	design	the	portfolio	holder	
produces	a	detailed	consultation	document	explaining	
proposals	and	asking	for	views.	More	than	400	residents	
responded	to	help	shape	the	three-year	financial	plan	in	
2011/12.	

Given	the	significant	financial	challenges	facing	the	
authority	for	the	next	medium-term	budget	(2014-18),	the	
council	leader	recently	decided	to	conduct	a	more	far-
reaching	programme	of	public	consultation.	Following	the	
announcement	in	September	2013	that	£92	million	of	cuts	
were	required	over	the	period,	the	public	were	invited	to	
engage	with	members	about	what	is	important	to	them,	
and	the	leader	embarked	upon	a	programme	of	‘Let’s	talk’	
roadshows	across	the	county.	

The	roadshows	are	streamed	live	on	the	internet	and	can	 
be	accessed	from	the	home	page	of	the	council	website.	
After	each	event,	a	summary	of	issues	discussed	is	posted	
to	keep	people	up	to	date.	There	is	also	a	dedicated	 
twitter	feed.

As	austerity	continues	to	affect	their	finances	and	the	services	
they deliver, authorities need to engage the public in an open 
debate about how services will look in the future and what 
service performance criteria they should be measured against. 
They	should	also	use	the	opportunity	to	redefine	their	
responsibility to the public and the role of the citizen. 
To	achieve	effective	engagement	the	sector	needs	to	embrace	
alternative means, including various forms of social media. 
Some	progress	has	been	made,	for	example	through	the	
use of budget consultation, but more remains to be done. 
Early, visible progress could be achieved by giving some 
real attention to addressing the failings of the explanatory 
foreword	and	the	AGS.	

Explanatory foreword

The	purpose	of	the	foreword,	according	to	CIPFA’s	2012/13	
code of practice on local authority accounting is:
•	 to	offer	interested	parties	an	easily	understandable	guide	

to the most significant matters reported in the accounts 
•	 to	provide	an	explanation	of	the	authority’s	financial	

position, and assist in the interpretation of the financial 
statements, including the group accounts. It shall also 
contain a commentary on the major influences affecting 
the	authority’s	income	and	expenditure	and	cash	flow,	and	
information on the financial needs and resources of the 
authority.	Content	and	style	are	left	to	local	judgment.

Recognising	the	place	that	local	authority	accounts	now	
occupy within the national accounting framework as part 
of	the	Whole	of	Government	Accounts3, the code also 
encourages councils to consider the provisions of the 
government’s	financial	reporting	manual,	where	relevant,	
when preparing the explanatory foreword. 

The	foreword	provides	a	valuable	opportunity	for	local	
authorities to present financial information in an engaging, 
jargon-free	way.	We	evaluated	150	explanatory	forewords	
against a range of indicators for quality and compliance with 
requirements, a similar number to the past two years. It is 
encouraging that average scores for almost all the indicators 
have continued to improve. However, the scores still suggest 
that most remain in line with minimum standards rather than 
adding real value to the accounts or offering genuine insight.

Key	Performance	Indicators	(KPIs)	are	an	effective	
means by which local authorities can both increase their 
accountability to the public and demonstrate the effectiveness 
of their performance. It is therefore disappointing to see 
that	the	use	of	KPIs	scores	so	low.	The	minimal	level	of	
commentary on environmental matters raises concerns as to 
how seriously local authorities are taking these issues, or are 
prepared to share their performance information with the 

3 The	Whole	of	Government	Accounts	(WGA)	are	the	consolidated	financial	statements	for	the	whole	of	the	UK	public	sector
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public. On a positive note, the comparatively high scores for 
transparency and ease of access are encouraging.

Our	leadership	survey	found	that,	while	60%	of	
respondents were inclined to the view that the explanatory 
foreword	helped	the	public	understand	their	organisation’s	
financial	management,	40%	disagreed.

This	is	a	much	higher	level	of	dissatisfaction	than	we	
reported last year. However, when we asked if the foreword 
served as a clear and concise introduction to the accounts 
and	financial	position	of	the	council,	only	7%	of	respondents	
expressed any disagreement. 

While the foreword may address all the formal disclosure 
requirements, there is much less certainty about its usefulness 
as a means of communicating with the public.

1 – Information totally missing
2 – Information partially missing
3 – Minimum

4 – Enhanced content
5 – Standard setting

14 46

31 9

Strongly 
agree

Strongly 
disagree

Tend to  
agree

Tend to 
disagree
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1 – Information totally missing
2 – Information partially missing
3 – Minimum

4 – Enhanced content
5 – Standard setting

ANALYSIS OF 2012/13 LOCAL AUTHORITY ANNUAL GOVERNANCE STATEMENTS (%) 
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Annual	governance	statement

Our	review	of	150	AGSs	found	that,	
here too, average scores have continued 
to rise against a range of indicators 
for quality and compliance, although 
most are still barely satisfy minimum 
standards.

Key points emerging from our 
analysis are:
•	 The	proportion	of	authorities	

disclosing the level of assurance 
they were seeking over each of the 
governance framework components 
– so that this can be compared 
with the actual achievement – has 
increased but is still far too low. 
The	AGS	will	be	of	much	greater	

value to the public and to members 
if it measures achievement against 
the assurance level the authority is 
seeking to attain

•	 The	proportion	that	fully	disclose	
the role of the chief financial officer 
and confirm compliance with 
CIPFA	guidance,	a	key	element	of	
the	AGS,	remains	a	minority.	A	lack	
of compliance here means that the 
reader cannot fully understand how 
financial governance is exercise by 
the local authority 

•	 Those	disclosing	an	action	plan	
to address governance issues 
also remain a minority, and the 
proportion has reduced from last 

year.	This	may	reflect	that	many	
authorities feel they have no issues to 
address, but raise some doubts as to 
the rigour of the governance review 
carried	out	to	produce	the	AGS	

•	 The	score	for	how	well	key	
governance issues are described has 
markedly improved, a clear gain in 
the	value	of	the	AGS	as	a	tool	for	
public communication.

•	 In	common	with	the	results	for	the	
explanatory foreword, transparency 
and ease of access also averages 
above the minimum standard, which 
is encouraging
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When	asked	if	they	thought	the	AGS	
helped the public to understand how 
their	organisation	managed	risk	35%	
disagreed,	with	10%	of	these	expressing	
strong disagreement.

This	is	hardly	a	ringing	endorsement	
of	the	worth	of	AGSs,	from	the	very	
organisations that produce them. 
However, this finding does seem to 
support our anecdotal feedback which 
suggest that many officers see the  
AGS	as	an	unwelcome	burden	rather	
than an opportunity to demonstrate –  
and reassure the public about –  
the	strength	of	their	local	authority’s	
governance arrangements.

That	said,	there	are	some	instances	
where	the	AGS	has	been	very	effective	
at explaining how an organisation 
achieves good governance and what 
more it needs to do. One such example 
is	the	statement	produced	by	Kent	
and	Medway	Fire	and	Rescue	Service	
for	2012/13.	It	comprises	two	tables	
setting	out	the	authority’s	governance	
arrangements, with hyperlinks to 
supporting information that shows how 
it	has	met	its	objectives.	An	extract	is	
shown overleaf.
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THE AGS HELPS THE PUBLIC TO UNDERSTAND HOW THE ORGANISATION MANAGES RISK (%)

35% disagreed that 
AGS helped the public 

to understand how 
their organisation 

managed risk.
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EXAMPLE AGS TEMPLATE BASED ON KENT AND MEDWAY FIRE AND RESCUE AUTHORITY GOOD PRACTICE

The assurance process – how we provide and use assurance information

IDENTIFY ASSESS REVIEW ACT

What do we want 
assurance on?

How is that assurance 
provided?

How is that assurance 
reviewed and validated?

What do we do with the 
information received?

Examples
•	 Using	and	accounting	for	

our	money	properly
•	 Delivery	of	the	services,	

targets	and	objectives	set	
out	in	our	annual	safety	
plan

Examples
•	 External	and	internal	 

audit	reports	
•	 Performance	and	risk	

monitoring	and	reporting

Examples
•	 External	and	internal	audit	

validation
•	 Regular	performance	

reports	to	members

Examples
•	 Consider	audit	findings	and	

respond	accordingly
•	 Update	plans	to	deliver	

improvements	

KEY PRINCIPLE
HOW WE MEET THESE 

PRINCIPLES
WHERE YOU CAN SEE 

GOVERNANCE IN ACTION
ASSURANCE RECEIVED 
AND ISSUES IDENTIFIED

Example
•	 Take	informed	and	

transparent	decisions	
which	are	subject	to	
effective	evaluation	and	
management	of	risks,	and	
deliver	value	for	money

Example
Arrangements	include
•	 All	authority	and	committee	

agendas,	meeting	papers	
and	minutes	available	on	
website	

•	 Active	management	of	the	
key	risks	to	the	delivery	
of	services	and	the	
achievement	of	objectives

Example
•	 Authority	website
•	 Corporate	risk	reports

Example
•	 Risks	managed	to	

acceptable	levels,	
in	accordance	with	
organisation’s	risk	appetite.	
Scope	to	widen	coverage	
identified

How did we do?

Best	practice	examples	remain	rare.	The	results	of	our	
quality assessments, and the views reflected in our survey, 
lead	us	to	conclude	that	explanatory	forewords	and	AGSs	
in their current format contribute little to the clarity of local 
authorities’	accounts	and	governance	processes.	We	believe	
it would be more cost effective for organisations to explore 
other solutions, for example invest in annual reports to tell 
their side of the story on services and financial performance. 
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Annual	reports

Unlike	NHS	bodies	and	the	corporate	
sector, councils and fire authorities are 
not required to produce annual reports. 
In previous reviews, we suggested that 
an annual report would be an effective 
way of addressing the challenge of both 
providing comprehensive, accessible 
information and gaining greater 
public	engagement	for	councils.	This	
would also demonstrate commitment 
to making all relevant information 
publicly available in the most accessible 
way given the significant number 
of	respondents	in	this	year’s	review	
expressing doubts over the existing 
reporting practices.

Our survey asked senior local 
authority staff and members if they 
considered annual reports to be a good 
way to promote local accountability. 
The	results	were	mixed:	again	a	sizeable	
number,	29%,	disagreed.

What was surprising was that 
although	71%	saw	annual	reports	as	a	
good way to promote accountability, 
on closer inspection they do not follow 
this through in practice. 

We reviewed the websites of one 
third of all councils and fire authorities 

and	found	that	only	29%	had	published	
annual	reports	for	2012/13,	a	reduction	
from	33%	in	2011/12.	

We recognise that resources are 
scarce, but the all-encompassing and 
instantaneous	nature	of	today’s	media	
requires a better response from public 
bodies. User-focused annual reports, 
free from the constraints placed on 
the	NHS,	are	a	vital	chance	for	local	
authorities to give a balanced and 
accessible account of their activities  
and conduct. 

Moreover,	there	is	increasing	
pressure on all organisations, both 
public and private, to be more 
transparent about their affairs. With 
Integrated	Reporting	and	the	Strategic	
Reporting	Regulations	now	driving	
companies to providing greater linkage 
between strategy, business model, risk 
management	and	KPI	reporting,	the	
evolving annual report could provide a 
pragmatic framework to enable a more 
flexible and transparent way to engage 
with	the	public.	An	annual	report	
that gave an honest account of the 
authority’s	performance	and	its	plans	
for improvement would help to answer 
the demand for greater transparency. 
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ANNUAL REPORTS ARE A GOOD WAY TO PROMOTE LOCAL ACCOUNTABILITY (%)

User-focused annual reports

A	local	government	annual	report	
could	answer	the	following	questions:

Backward looking
•	 What	has	the	money	been	 

spent	on?
•	 Was	it	within	the	budget?
•	 Were	the	finances	well	managed	

this	year?
•	 What	was	achieved	for	the	local	

population?
•	 How	well	did	the	council	perform	

(compared	to	before/others)?

Forward looking
•	 Is	this	council	financially	

sustainable?
•	 What	are	the	key	risks?
•	 How	are	the	key	risks	being	

managed?
•	 How	is	the	council	likely	to	perform	

(compared	to	now/others)?
•	 What	changes	will	the	public	see	 

in	service	provision?

Examples of interesting  
annual reports

•	 Derby City Council –	a	well-
constructed	and	signposted	 
account	of	the	council’s	
performance,	with	personal	
introductions	from	the	cabinet	
member	for	each	service	area

•	 Humberside Fire and Rescue 
Authority –	simple	and	transparent	
format,	including	sections	on	‘Things	
we	said	we	would	do	…	and	have	
done’	and	‘What	we	said	we	would	
do	but	didn’t	progress	or	complete’,	 
with	plans	on	tackling	the	latter

• Surrey County Council –	 
a	strong	emphasis	on	design	to	
convey	the	council’s	key	messages	
and	achievements	in	a	highly	
accessible	manner
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Statements	of	assurance	for	 
fire authorities

The	government	recently	introduced	a	requirement	for	fire	
authorities to produce an annual statement of assurance. 
This	is	intended	to	provide	“annual	assurance	on	financial,	
governance and operational matters” and must be produced 
within three months of the publication of the statement  
of accounts. 

It is too early to assess the effectiveness of these 
statements, although our survey indicated there was a high 
degree of confidence within fire authorities that plans were in 
place to produce them. It will be interesting to see how these 
new arrangements operate and whether in practice they help 
fire authorities to communicate effectively with the public on 
risk, performance and governance.

Improving the annual accounts

Annual	financial	statements	have	to	meet	a	range	of	legal	and	
professional requirements, which can make them mystifying 
to	the	lay	reader.	At	the	same	time,	local	public	sector	bodies	
have a duty to present their financial activities in a way that is 
broadly understandable and accessible.

Our survey asked respondents which stakeholders they 
thought the accounts were provided for. Not surprisingly, 
the public and members were cited the most often but it 
was encouraging to see that references to other stakeholders 
and	organisations	have	increased.	Conversely,	those	citing	
external audit and the government as the main stakeholders 
have reduced, suggesting that there is a growing appreciation 
of their true purpose rather than simply meeting statutory 
obligations. 

WHO ARE THE MAIN STAKEHOLDERS THE ACCOUNTS ARE PROVIDED 
FOR? (%)

   2012/13   2011/12

Public/council tax payers 27
29

Members 21
24

External audit 21
14

Government/audit 
commission

11
18

Finance professionals 7
7

Other partners/
stakeholders

12
4

Organisation/
other officers

6
0

“Our survey asked respondents which stakeholders 
they thought the accounts were provided for. Not 
surprisingly, the public and members were cited 
the most often but it was encouraging to see that 
references to other stakeholders and organisations 
have increased.”
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It is generally agreed that local authority accounts are 
too long and incomprehensible – something that is often 
blamed on the accounting framework and the introduction 
of	IFRS.	While	many	aspects	of	the	accounts	aim	to	
provide appropriate clarity and assurance, there are also 
elements	that	are	understood	only	by	a	select	few.	This	is	
further complicated by the use of statutory overrides for 
certain	costs.	As	a	result,	management	reports	are	used	to	
communicate the finances of authorities to members rather 
than	the	statutory	accounts.	The	moment	has	surely	come	
for the sector to initiate a debate with accounting standards 
setters on the right format for their accounts.

While some of the issues lie with the accounting 
framework, this is only part of the picture. Other 
contributory factors include: 
•	 those	preparing	the	accounts	sometimes	rely	on	CIPFA’s	

example accounts as a model, and can be reluctant to 
exclude irrelevant or immaterial information

•	 the	compliance	culture	at	local	authorities	can	make	
them unwilling to risk being challenged over omitted 
disclosures. 

Examples of successfully ‘decluttering’ accounts

Kent County Council improved	the	readability	of	its	
financial	statements	by:

•	 presenting	the	notes	in	order	of	importance	to	the	user
•	 removing	the	‘global’	accounting	policy	note	and	including	

the	relevant	policies	within	the	individual	notes	
•	 reducing	the	number	of	notes	and	merging	them	where	

appropriate.

Inverclyde Council de-cluttered	its	accounts	by:
•	 removing	irrelevant	accounting	policies,	eliminating	

duplication	between	the	policies	and	the	narrative	to	notes	
and	removing	jargon	and	waffle	

•	 cutting	unnecessary	notes	and	slimming	down	less	
important	ones

•	 presenting	complex	information	in	tabular	format
•	 non-consolidation	of	immaterial	subsidiaries	and	

associates
•	 replacing	notes	to	group	accounts	that	were	not	materially	

different	to	the	single	entity	accounts	with	a	brief	
explanatory	narrative.

Stirling Council took	a	radical	approach	by	removing	
disclosures	considered	non-material	and	focusing	on	issues	
that	were	important	to	understanding	the	council’s	financial	
performance.	As	a	result	its	2012/13	financial	statements	
were	half	the	length	of	those	for	2011/12	and	much	easier	
to	follow.

Wyre Forest District Council	worked	through	each	line	
of	its	accounts	to	strip	out	inessentials,	and	challenged	
members	who	had	requested	additional	information.	The	
council	also	produces	a	streamlined	‘summary	of	accounts’	
document	to	help	the	public	understand	its	finances.
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Six ways to improve the accounts

1. Set ambitious objectives for improvement.	These	might	include	bringing	
forward	deadlines	(including	the	timing	of	audit	committees),	making	the	
accounts	shorter	and	clearer,	reducing	preparation	time,	minimising	the	impact	
of	the	audit,	and	integrating	financial	accounting	with	financial	management.

2. Get feedback from members, non-finance managers and other 
stakeholders.	What	do	members	and	stakeholders	think	of	the	financial	
statements?	How	could	they	be	made	easier	to	understand?	What	training	and	
support	do	members	need	to	do	their	job	more	effectively?	How	would	managers	
outside	the	finance	department	make	the	production	process	more	streamlined?

3. Carry out a debrief of 2012/13 with your auditors. This	is	particularly	
important	for	those	who	changed	auditors	last	year	but	also	applies	to	those	with	
long-standing	relationships	with	their	auditors.	The	debrief	needs	to	be	more	than	
a	cosy	meeting	between	the	chief	accountant	and	the	audit	manager	and	should:
•	 be	open	and	honest
•	 include	the	officers	and	auditors	involved	in	the	detailed	work.	These	are	the	

people	who	usually	have	the	best	understanding	of	what	needs	to	change	and	
will	need	to	implement	new	ways	of	working

•	 challenge	unnecessary	content	in	both	the	accounts	and	the	auditors’	working	
paper	requirements.

4. Secure the commitment of other senior managers and members. You	
will	be	able	to	make	some	improvements	within	the	finance	department	but	more	
radical	change	will	require	the	support	of	senior	managers	and	members.	And,	of	
course,	if	they	don’t	know	what	you	are	trying	to	do,	you	are	less	likely	to	get	the	
credit	when	you	achieve	your	goals.

5. Get your project planning in place. Delivering	uncluttered	accounts,	
earlier	deadlines	and	a	smooth	audit	process	usually	requires	strong	project	
management	skills	and	a	formal	project	plan.	While	your	objectives	may	be	
ambitious,	they	may	not	all	be	achievable	in	year	one.	Your	project	plan	needs	to	
be	realistic.

6. Concentrate on doing less. We	often	spend	a	lot	of	time	trying	to	improve	
the	way	we	do	things,	but	it	is	often	more	effective	to	cut	things	out	altogether.	
Is	that	immaterial	disclosure	really	necessary?	Do	the	auditors	really	need	all	
the	working	papers	they	ask	for?	Why	do	you	need	such	detailed	information	on	
accruals	to	prepare	a	set	of	financial	statements?

Room 151 ‘Improving the preparation and audit of your financial statement’
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Grant	Thornton	UK	LLP	is	a	leading	
business and financial adviser with 
client-facing	offices	in	25	locations	
nationwide. While we understand 
regional differences and can respond to 
needs of local authorities, our clients 
can also have confidence that our team 
of local government specialists is part 
of	a	firm	led	by	over	185	partners	
and	employing	more	than	4,200	
professionals, providing personalised 
audit, tax and specialist advisory 
services	to	over	40,000	clients.

Grant	Thornton	has	a	well	
established market in the public  
sector, and has been working with  
local	authorities	for	over	30	years.	 
We	are	the	largest	employer	of	CIPFA	
members and students and our national 
team of experienced local government 
specialists, including those who have 
held senior positions within the sector, 
provide the growing range of assurance, 
tax and advisory services that our 
clients require.

We are the leading firm in the local 
government audit market, and are the 
largest supplier of audit and related 
services	to	the	Audit	Commission,	
and	count	40%	of	local	authorities	in	
England as external audit clients.

We also audit local authorities in 
Wales	and	Scotland	via	framework	
contracts	with	Audit	Scotland	and	the	
Wales	Audit	Office.	We	have	over	180	
local government and related body 
audit	clients	in	the	UK	and	over	75	
local	authority	advisory	clients.	This	
includes London boroughs, county 
councils, district councils, city councils, 
unitary councils and metropolitan 
authorities, as well as fire and police 
authorities.

This	depth	of	experience	ensures	
that our solutions are grounded in 
reality and draw on best practice. 
Through	proactive,	client-focused	
relationships, our teams deliver 
solutions in a distinctive and personal 

way, not pre-packaged products  
and services.

Our approach combines a deep 
knowledge of local government, 
supported by an understanding of 
wider public sector issues, drawn 
from working with associated delivery 
bodies, relevant central government 
departments and with private-sector 
organisations working in the sector.

We take an active role in influencing 
and interpreting policy developments 
affecting local government and 
responding to government consultation 
documents and their agencies.  
We regularly produce sector-related 
thought leadership reports, typically 
based on national studies, and client 
briefings on key issues. We also run 
seminars and events to share our 
thinking on local government and, 
more importantly, understand the 
challenges and issues facing our clients.

About	us

Governance	matters

New in 2014

Corporate Governance  
Review 2013

NHS Governance  
Review 2014

Local Government  
Governance Review 
2014 

Charity Governance  
Review 2014

Housing Governance 
Review

For	further	information,	visit:	www.grant-thornton.co.uk/governancematters

C O R P O R AT E  G O V E R N A N C E  R E V I E W  2 0 1 3 

Governance steps up a gear

N H S  G O V E R N A N C E  R E V I E W  2 0 1 4

Staying in the saddle

L O C A L  G O V E R N M E N T  G O V E R N A N C E  R E V I E W  2 0 1 4

Working in tandem

http://www.grant-thornton.co.uk/governancematters


Contact	us

For	further	information	on	any	of	the	issues	explored	in	this	report,	please	contact:	

©	2014	Grant	Thornton	UK	LLP.	All	rights	reserved.

‘Grant	Thornton’	means	Grant	Thornton	UK	LLP,	a	limited	liability	partnership.

Grant	Thornton	is	a	member	firm	of	Grant	Thornton	International	Ltd	(Grant	Thornton	International).	References	to	
‘Grant	Thornton’	are	to	the	brand	under	which	the	Grant	Thornton	member	firms	operate	and	refer	to	one	or	more	
member	firms,	as	the	context	requires.	Grant	Thornton	International	and	the	member	firms	are	not	a	worldwide	
partnership.	Services	are	delivered	independently	by	member	firms,	which	are	not	responsible	for	the	services	or	
activities	of	one	another.	Grant	Thornton	International	does	not	provide	services	to	clients.	

This	publication	has	been	prepared	only	as	a	guide.	No	responsibility	can	be	accepted	by	us	for	loss	occasioned 
to	any	person	acting	or	refraining	from	acting	as	a	result	of	any	material	in	this	publication.

grant-thornton.co.uk

EPI1043

Paul Dossett
Head	of	Local	Government
T	020	7728	3180
E	paul.dossett@uk.gt.com

Paul Hughes
Public	Sector	Governance	Lead
T	020	7728	2256
E	paul.hughes@uk.gt.com

Simon Lowe
Chairman,	The	Grant	Thornton	 
Governance	Institute
T	020	7728	2451
E	simon.j.lowe@uk.gt.com

London, South East
and East Anglia
Darren Wells
Director
T	01293	554120
E	darren.j.wells@uk.gt.com

South West

Liz Cave
Director
T	0117	395	7885
E	liz.a.cave@uk.gt.com

Midlands

Mark Stocks
Director
T	0121	232	5437
E	mark.c.stocks@uk.gt.com

North

Mike Thomas
Director
T	0161	214	6368
E	mike.thomas@uk.gt.com	

Wales

Barrie Morris
Director
T	0117	305	7708
E	barrie.morris@uk.gt.com

Scotland

Gary Devlin
Director
T	0131	659	8554
E	gary.j.devlin@uk.gt.com


