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Introduction

Over the last nine years, Conservative Wandsworth Council has reversed
the downward spiral so typical of the inner city.

They did not use the Labour Party’s techniques of yet more central
funding and higher rates.

They did not use the Bishops’ ‘Faith in the City” package.

They did it their way — by using pragmatic common sense.

The electors voted them to power in 1978. Since they liked what they
saw, the electors put them back in 1982, and again in 1986 against the
national trend.

This booklet is a quick canter through the approach used by the small
Conservative team working with Wandsworth officers.

Obviously, not all methods will apply to all authorities, butitis hoped
that the pragmatic approach may help some struggling councillors.

It produced low rates, good services and a high capital programme for

Wandsworth.
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Strategy

Conservative Wandsworth Council has proved that it is possible, by using
ordinary commonsense, to produce high quality services at relatively low
cost.

This contrasts and repudiates the Labour Party approach of high
borrowing, high central funding and high rates. The effect of this approach
may be measured by the Conservative success, first in attaining power from
Labour in 1978, then in being re-elected in 1982 and 1986.

The hint to Council big spenders was given by Antony Crosland in
1975 with the often quoted remark that ‘the party is over’. Nevertheless,
between 1979 and 1986, local government increased its spending from £13
billion to over £24 billion, which was 12% in excess of inflation. Worse still,
many inner city Labour authorities, while contributing greatly to this
increased expenditure, have allowed their services to decline dramatically.
This has been mainly due to simple inefficiency but also to the channelling
of their funds into regions previously untouched and unconsidered by local
authorities, such as funding the activities of homosexuals, massive units of
researchers, strategic planners, police monitoring units.

Rural authorities, if by no means such outrageous wasters of
resources, have nevertheless been relatively slow in their attempts to
improve efficiency.

This quite often appears to have been due to the enormous push
required to overcome the immobility of Councillors and officials who, aided
and abetted by local government unions, have enjoyed years of the status
quo and are consciously, or unconsciously, resistant to change and the
pressure for modern business efficiency. The arrival of the SDP/Liberal
Alliance has also contributed to the problems since they, like Labour, appear
unable to manage efficiently; and show a distinct tendency to excessive and
expensive public consultation and discussion as an alternative to decisions
and action. The true nature of the SDP/Liberal Alliance is probably best
demonstrated by their partnership with Labour in the London Grants
Committee. This Lib/Lab pact has, in opposition to the Conservatives,
produced a pattern of grant-aid virtually indistinguishable from that of the
left-wing Labour GLC from which it inherited its remit.

Fortunately, Mrs Thatcher’s administration has put considerable
pressure to bear on such excessive spending and created, for example, the



Audit Commission to assist local authorities in achieving ‘Economy,
Efficiency and Effectiveness’.

In Wandsworth, since the Conservatives assumed control in 1978, the
Council has taken up this movement with determination, yet without
sacrificing the interests of residents. Their success in the election of 1986
showed a deviation of some 8% from national pro-Labour trends —a success
surely, to quote the Sunday Times (10 August 1986), the result of the fact that
‘on almost every count, Wandsworth provides a better service than Lambeth
— yet it still charges its residents half the rates collected in Lambeth’. The
article went on to pose the question ‘How is it done?” Our three key
strategies have been:

(1) The efficient management of services:
® to cut out waste;
® to ensure high quality; and
® to testall Council services, where possible, against the private sectof,
and to contract out, where appropriate.

(2) A vigorous sales policy, involving:
(a) the sale of land and buildings where such action proves economically
efficient; and
(b) the sale of houses to families on low incomes, thus breaking up
enormous housing estates and providing a stimulus to the
maintenance of such housing.

(3) Major capital investment, using capital receipts from sales and capital
allocations to rebuild the local commercial and industrial infrastructure. This
has included the renovation of rundown estates, the betterment of owner-
occupied and privately rented stock by means of grants, the provision of
major facilities for leisure pursuits and various environmental
improvements.

Such a strategy, it may be added, has proved attractive to private sector
investment in the borough.

The dramatic impact of Wandsworth’s approach can be seen from the
following graphs showing the savings achieved since 1979/80, and the net
annual revenue expenditure after some of these savings have been
ploughed back into improved services, debt charges on capital investment
and staffing of new projects.

The cumulative savings to date are about £40 million per annum,
representing a staggering 95p rate or 50% off the Council’s original net
spending. However, the second graph shows that only half of these have



been passed on to ratepayers as reductions in net expenditure - the
remaining half having been used in improving services.

WANDSWORTH CUMULATIVE EFFECT WANDSWORTH REVENUE
OF ECONOMIES AND EFFICIENCY EXPENDITURE IN REAL TERMS
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The story of how these savings have been attained, and the initiatives
and capital developments which they have permitted, is given in the
following chapters.



2
Efficient management of services

The Council’s policy on managerial efficiency may be analysed under two

headings:

(1) Administration and staffing
We saw immediately, in 1978, that we would have to remove excess staff
and prune senior management of dead wood. Through a series of early
retirements, voluntary redundancies and a tight control of all
recruitment exercised by a small team of senior councillors, we made
many changes. In administration, our installation of new technology
has been of enormous value, and we have further reduced duplication
and inefficiency by centralising the whole structure in six departments
only. A comparison of the administrative structure between Labour in
May 1978 and the Conservatives after the abolition of the GLC, can be
found in the appendix.

The full effect, however, of a tight approach in administration and

staffing is best seen in relation to the levels of comparable boroughs.

STAFFING LEVELS IN INNER LONDON BOROUGHS

1985/86 Estimates

Central
Population Total Bureaucrats Staff for
‘000 Staff per 1000 pop. ex-GLC services
Wandsworth 252 5,300 2.28 141
Lambeth 244 10,500 4.22 400
Southwark 210 9,051 Notdeclared 365
Islington 157 6,662 4.12 Notknown

We have helped directly by reducing the number of committees and
sub- committees. Wandsworth has, on average, twelve instead of the norm
of about thirty in comparable Labour authorities.



We have made further savings simply by having the Council confine
itself to areas within the true realm of local government, so avoiding the
compulsion to produce lengthy papers on such topics as nuclear
disarmament, and political life in Chile or South Africa. The Audit
Commission (reported in the Sunday Times on 21 December 1986) drew
critical attention to the fact that eight London Labour Boroughs were
employing too many staff on such matters, which have no direct relevance

to the ratepayer.

(2) Reviewing and testing of services against the private sector

It is a standing policy requirement in Wandsworth for all services to be
regularly reviewed by the Service Director and, where appropriate, to be
considered by the relevant committee for open-market testing.

This technique has permitted a continual cycle of review of services,
frequently leading to completely new approaches and the assurance of value
for money through competitive tendering. Some 32 white collar and blue
collar services have been checked against the private sector. Many of these
have been placed out for competitive tendering, approximately two-thirds
of which resulted in privatisation. The success of this policy can be seen both
in the improvement in services and their control, and in savings which are
running at about £6 million annually.

The vital steps in successful competitive tendering are:

(a) A comprehensive, practicable contract must be drawn up.

(b) The first stage of tendering must involve a selection of competent
contractors.

(c) All tenders must be submitted by a set date in a closed form by all
selected contractors, including the direct labour force if appropriate.

(d) All contracts should be compared openly on equal terms.

(e) There should be no negotiation with the direct labour force unions after
the closing date for tenders.

(f) Ifredundanciesare madein the direct labour force, the payments should
be staggered, using a “good behaviour bond” to ensure a smooth
handover.

(g) If the contractor fails to meet the terms of the contract, the service should
be re-tendered. Any excess costs incurred should be borne by the first
contractor.

Details of the procedures followed in Wandsworth are given in a
later chapter.



5-YEAR SAVINGS FROM COMPETITIVE TENDERING

Expenditure Saving %
£000 £000
(after allowing
for severance)

(1) Services Privatised
Refuse 16,893 7,546 45
Mobile maintenance unit 2,706 670 25
Street cleansing 6,000 1,447 24
Agency punching 250 100 40
Battersea Arts Centre 1,150 660 57
Estate management (contractors) 5,425 755 14
Cleaning/Attending at public halls 1,136 464 41
Litter picking 570 (national) 153 27
Mechanical workshop 3,520 1,489 42
Public conveniences 2,036 547 27
Housing caretakers 17,437 3,177 18
Social Services - catering 3,156 418 13
Cleaning 1,917 785 41
Office cleaning 1,000 440 44
Libraries - cleaning and
attending 877 360 41
64,073 19,011 30
(2) Savings through competitive testing
against private sector where work
remained in-house
Mechanical workshop 7,880 2,250 29
Latchmere Leisure Centre 2,610 225 9
Streetlighting 1,140 480 42
Estate Management schemes
(building works maintenance) 6,915 1,268 15
Social Services transport 5,555 1,430 26
Gully cleansing 426 65 15
Print unit 1,220 140 11
Skips and abandoned vehicles 463 31 7
£26,209 £5,889 22
TOTAL £90,282 £24,900 26

NOTE:  The mechanical workshop correctly appears twice. In 1981, a tendering exercise
produced 29% savings and the work was kept in-house. In 1984, a re-tendering
produced further savings of 42%. (The union, incidentally, was claiming that the pre-
1981 service was efficient!)
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3

Sales policy

The Sales policy has played a large part in building the success of the
Conservatives in Wandsworth. Not only are the many thousands of aspiring
home-owners satisfied, but key development areas have been freed
following the Council’s rationalisation and sale of their own vacated sites.
The greatest success of our policy, however, has lain in the releasing of large
capital sums for the purpose of reinvestment in the borough.

Home Sales
We have led the country in home sales, of which six major types can be
singled out:

1.

Site sales. Reorganisation of services has released a number of Council
sites, which have been redeveloped to the benefit of the local economy
or for private housing.

Right-to-Buy sales. Initiated by the Council prior to the 1980 Housing
Act.

Sale of individual vacant properties. Such properties were mainly
acquired from private home owners during Labour’s huge
municipalisation programme. They absorb a disproportionate amount
of repair funds, and are difficult to manage because of their scattered
locations.

Partnership schemes. Redevelopment with private sector and housing
associations providing homes for sale, again with the Council having the
majority, if not all, nomination rights. The majority of these schemes
have been undertaken on estates built pre-war. Because they have
effectively been untouched since they were originally built, the state of
the properties has degenerated.

Although structurally sound, the standard and quality of the
homes were far from modern and the external joinery was rotten.
Renovation, repair, and modernisation was long overdue and,
consequently, extremely expensive. Funding for the works was
completely undertaken by the housing associations (generally through
the Housing Corporation) or the private sector. Speedy action both by
the housing associations and the contractor, (once the scheme was
accepted), was remarkable in comparison to the bureaucratic delays
frequent in local government.

11



The incoming home-owner nominated from the Council’s sales list
effectively paid the contractor for his work and the Council for the
property, through the partnership.

On one particular, once notorious, estate, the partnership is
tripartite. The Council and the private sector are affiliated to the
Government through the Urban Housing Renewal Unit (UHRU) pump-
priming funds. Despite initial doubts that even a single flat could be sold
on such a run-down estate, one block will be in almost complete private
ownership by next winter. (We are well on our way to 40% private
ownership of the whole estate.)

5. Portfolio sales. These are straight sales of empty blocks to contractors or
associations to renovate and to sell in their turn. The Council again
retains most of the nomination rights.

6. Sales Areas. These are designated areas, or estates, where vacancies
which occur in the normal course of events are sold to purchasers on our
own priority-group sales list. Consequently, most of the new owners are
ex-Council tenants or those on the waiting list to rent.

Wandsworth was the first authority to sell an entire vacant estate in
need of modernisation (‘Battersea Village” in 1981). Again, in 1985, it was
first to sell a complete high-rise estate (Livingstone Estate), the first flats of
which the developers refurbished and sold within nine months.

The equity sharing has been a feature of our sales of both houses and
flats. We were amongst the first authorities to offer this facility on a large
scale to allow low income families to get a foot on the housing ladder. Under
our scheme a purchaser can opt for a 25%, 50% or 75% stake in the equity
of the dwelling, paying a pro rata rent for the residential share. Extra slices
of equity can be bought later, when income permits.

Selling Flats

Our programme of sales of flats might have been handicapped by the nature
of the stock inherited in 1978 from Labour and later from the GLC. About
84% of dwellings are flats, of which nearly 70% are above the third floor. (Of
the London boroughs, Wandsworth has the greatest proportion of stock
over ten floors high.)

Nevertheless, we have sold over 9,000 dwellings, 80% of them to
borough residents and 60% either to tenants or to aspirants on our Priority
Group Sales scheme. Our sales of flats which constitute about 60% of the
total sales, amount to roughly one-sixth of the total sales of flats by all

Councils in the country.
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We thought that consideration should be given to this growing new
generation of leaseholders; and so we have assisted in the development of
leaseholders’ associations along the same lines as tenants’ associations.

Our sales campaign has made use of all the usual publicity methods —
newspapers, Council publications, vehicles, noticeboards. Also a number of
local campaigns on estates have employed door-to-door questionnaires. A
special section co-ordinates sales and has direct responsibility for any major
capital repair and renovation in the ‘sales areas’. This section, working with,
and learning from, the private sector, has led to the adoption of new
designs, notably of entrycall systems and other security devices, as well as
to schemes which make housing blocks more attractive.

Itis due to the success of the sales policies that the monolithic estates,
so common in the inner cities, now have an increasing number of home
owners. These interested people are improving the management of estates by
their own sense of commitment - they closely scrutinise services, charges,
and the general efficiency of the borough’s housing management.

As the Council’s programme of house sales progressed, there was a
noticeable shift in the attitudes of those seeking housing, especially among
the young. Would-be tenants approaching the Council were placing their
names on the list to buy, as well as on the list to rent. Many, however, were
opting only for the list to buy; as a result it was decided that both lists should
be computerised, leading to a better match between need and allocation.

The necessity for microtechnology had become apparent early. While
the ‘list for rent’ dropped by 12% during the first eight years of Conservative
control, the list to buy grew exponentially until it reached its present level of
25,000 applicants.

The special team in the Administration Department which manages
house sales, also has some direct control over major works undertaken in the
estates which are designated as sales areas.

Closer contact with the private sector, especially in partnership
schemes, has shown to Council officers how the appearance of our
dwellings can be dramatically improved, to the extent of removing many of
the looks typically associated with inner city Council housing. This is now
the declared ambition of the Housing Department and its consultant
architects.

The success of mixed tenure on estates was noticeable early in the sales
programme. There came a point when tenants’ associations approached the
Council requesting ‘sales area’ status with the result that more and more
people on the estates have come to care for them.

13



The change of attitude of the majority of tenants who became owners,
whether under the Right-to-Buy or not, was remarkable — and gave new
hope to the majority of tenants who had striven for better living conditions.

In other words, the co-operation obtained from harnessing human
nature greatly exceeded that gained by previous Labour administrations (for
all the professed benevolence of their theories). Far and away the majority of
Council tenants would prefer to own their homes, with the immediate
control and responsibility which that gives to them.

Other Sales
Sales of sites have also made a major contribution to the Council’s receipts.
Early on in the administration it was realised that Council land holdings
were very under-used. A progressive rationalisation of offices, depots and
all other holdings was followed by rapid sale.

Some redundant children’s homes and other facilities were also sold
- including two imaginative deals whereby under-used old persons’ homes
were sold with some occupants in situ. The Council, as the registering
authority, operates a strict control of standards to ensure good care of its
elderly clients.

The majority of residents were happy to remain in the sold homes
under the new management.

The opportunity to sell the Part IIl homes (i.e. homes for the elderly
and frail elderly) was primarily created by the massive capital programme
for sheltered housing undertaken by the Council.

COMPARATIVE SALES STATISTICS

Borough Housing Stock Right-to-Buy Total Sales Capital Receipts
(Approximate) as % Stock as % stock 1985/86 to
augment H.LP.
Wandsworth 35,000 10.0 21.1 £36m
Lambeth 49,000 2.5 2.5 £4.5m
Southwark 62,000 j 1.9 £1.8m
Islington 41,000 1.6 2.1 Notknown

14



4
Capital investment

Wandsworth combines the highest capital programme in London, with the
lowest rates in London.

The success of the sales programme has given us massive capital
receipts which have promptly been reinvested in the borough. Furthermore,
the great number of equity-sharing properties sold has enabled us to
optimise the reinvestment (in spite of the Government’s 20% restriction on
re-use of capital receipts).

The combination of low rates and high reinvestment has helped
Wandsworth to achieve the top (or rather bottom) position in the Inner
London unemployment league. The money has been invested in housing
stock, both in the private and public sectors, and also in the local commercial
and industrial infrastructure.

The construction involved in the capital programme has directly
provided jobs. Our encouragement, however, to local businesses, present
and potential, by usage of the capital on works of infrastructur» and by
minor grants has assisted indirectly, too. We have sought to increase the
borough’s general attractiveness and to make under-developed sites
accessible by a combined programme of road improvements and
redevelopments. Pavements have been re-made in a more attractive
manner, using patterns in different coloured bricks and paving stones.

We introduced the now moderately well-known ‘Brighter Borough’
programme, using some of the funds from the capital programme for
imaginative and decorative environmental deveiopments of rundown areas.
For relatively modest sums, we have been able toimprove many small areas,
and brought about a radical and attractive change to the borough as a whole.

We have also realised how important it is to provide leisure facilities.
Chapter 12 shows how Wandsworth now has some of the best and most
modern swimming and sports facilities of any borough in London, if not the
country.

It is in the area of housing, however, that the most dramatic effects of
our capital programme are to be seen. The remarkable improvement on
many Council estates, has ended the queues of tenants which once formed
to leave what were typically dilapidated inner city estates. These — now
attractive — properties have inspired further taking-up of the Right-to-Buy,
boosting the funds for further reinvestment.
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Perhaps the most interesting change has come through the selective
and concentrated use of grants for private housing repair in Wandsworth’s
rundown inner city areas. This has perhaps been the major factor in the
conspicuous turnaround in inner city decline, in contrast to neighbouring
Labour authorities.

The Social Services Committee, through the housing capital
programme, is dramatically shifting resources in the field of care of the
elderly. The Council is now approximately two-thirds of the way through a
£26 million capital programme providing 400 extra sheltered units for the
elderly and frail elderly, giving a total of 1,500 units. Sheltered units are not
only preferred by the elderly; they cost less than old people’s homes. So we
have considerably reduced expenditure for care in such homes.

Set out below is a table indicating the spread and use of capital
allocation receipts and leasing which underlines the importance of their
prompt utilisation.

CAPITAL EXPENDITURE BY COMMITTEE 1978-1986
(not including IAP and UDG)

Establishment Housing Leisure & Policy & Social Technical
Policy Amenity Finance Services Services
IAP & Services

£000 £000 £000 £000 £000 £000
1978/79 1,316 25,667 646* 74 794 214%
1979/80 1,374 22,615 589* 199 859 100$
1980/81 765 24,797 890* 223 846 743 %
1981/82 297 21,936 1,351 220 1,138 701
1982/83 111 28,485 2,143 693 364 716
1983/84 319 36,033 1,830 1,738 468 643
1984/85 1,434 42,836 2,871 1,059 582 1,009
1985/86 788 46,126 4,824 1,346 621 2,848
1986/87 999 50,152 4,284 1,412 937 8,216

(Est.)

NOTE:  There were changes in committee names.* In 1980/81 and previous years:
* = Expenditure of Recreation Committee
$ = Expenditure of Town Planning Policy and Transport & Technical

Services Committees

16



SOURCE OF CAPITAL 1978-1986

Borrowing Capital Leasing/ Total
Receipts Reimbursements/ (incl. IAP &
Capital Fund, etc. UDG Schemes)

£000 £000 £000 £000
1978179 27,623 208 880 28,711
1979/80 24,966 12 758 25,736
1980/81 26,801 966 497 28,264
1981/82 22,720 2,736 187 25,643
1982/83 26,379 5,967 166 32,512
1983/84 29,608 11,058 365 41,031
1984/85 22,640 26,856 2,777 52,273
1985/86 25,176 29,138 5,427 59,741
1986/87 23,905 41,621 3,549 69,075

(Est.)
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5
Staffing control

The Conservatives have treated the control of staffing levels as vital. A target
of £8 million savings was set in the year 1980/81 alone which resulted in the
offer of voluntary early retirement to staff over 50, and of voluntary
severance for those under 50. Generous allowances were approved for both
categories amounting, in the former case, to the sum currently payable for
early retirement through ill-health (with up to 6 added years permitted on
pensions) and, in the latter case, about twice that payable under the
statutory scheme for severance.

[t was thought that if their members were ready to accept these terms,
the opposition of unions to a cutback of some 700 staff (part of which figure
would be taken up by natural wastage) might well be overcome.

We promised that there would be no compulsory redundancies of
officer staff. Directors of departments were instructed, first of all, to identify
the posts they were to abolish, whether by reorganisation of establishments,
or by simple cutbacks in overmanning. Some employees requested early
retirement or severance, some were redeployed, some put on a central list
for eventual redeployment. A team of three senior officers was set up to
coordinate the operation (under the direction of the Chairman of the
Establishment Committee); for some months, recruitment was frozen, and
each vacant post considered by this team for:

® immediate appointment, if urgent and specialist;
e redeployed appointment, if applicable;
® continued vacancy, if considered inessential.

The option of redeployment was assessed by the employing Director,
and remained subject to the sanction of the Chief Executive. Finally,
severance pay for the few staff remaining after this exercise was specially
negotiated.

The scale of the cutbacks in manual staff was too great to allow us to
offer them the same promise of no compulsory redundancy.

Preventing renewed growth

There remained a need to screen any requests for new staff, and to monitor
productivity levels. Proposals for any new post had to be accompanied by
detailed justification, and were then vetted by the Establishment Committee
Chairman, with the aid of his independent team of three senior officers.

18



Use of temporary agency staff
Most departments in local authorities respond to fluctuations in workload
by seeking approval for a permanent new post — a lengthy and wasteful
procedure. Wandsworth directors were, on the contrary, given authority to
engage temporary or agency staff wherever necessary. The advantages are:
@ the Council can respond rapidly to growth in workload; and
® productivity is maintained, since unnecessary new posts are not
created, and the temporary staff can be dispensed with when
appropriate.
Permanent new posts have been created only after careful scrutiny and then
filled as soon as possible (since temporaries are prone to leave without ado).
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6
Competitive tendering

In Chapter II, the importance of reviewing and testing all services against
those provided by the private sector was stressed. This chapter sets out in
more detail the process both of going out to competitive tender and of
managing a service contract.

The table of savings in Chapter II showed the financial importance of
these exercises in Wandsworth — the annual savings are equivalent to almost
£6 million, now that severance costs have been paid. When the effect of
Block Grant is taken into account, this amounts to an 18p rate. So a very
significant contribution to our total savings have come from this source.

With legislation imminent making it mandatory to test services against
those in the private sector, authorities are concerned about the likely impact
on their industrial relations (especially since the Labour Party and the Trade
Unions are mounting an expensive publicity campaign against this
extension of free competition). The means of ensuring a smooth transition
when the services are privatised deserve consideration.

The Street Cleaning Tender — the first ‘contract out’

Trade Union intransigence on street cleansing and refuse collection left
Wandsworth Council with no alternative but to embark upon competitive
tendering. Street cleansing was not only overmanned, but many ‘beats’
were left unswept for weeks, if not months, due to Unions’ refusal to adopt
flexible working practices. This was particularly true in the Tooting area
where chronic sickness and absenteeism left whole swaths permanently
unswept.

In desperation, the Conservative leadership announced that they
would invite private firms to take over the service. Since Union
intransigence continued, it was decided that a proper contract would be
drawn up and tenders invited. A specification for the required level of
service was agreed. The contract included a penalty scheme, to operate
whenever the contractor failed to achieve the required standard in a
particular street or block of streets.

Simultaneously, a short list of interested firms was drawn up via
public advertisement, and subsequent financial vetting. Tender documents
were then sent to the short-listed firms, and to the Direct Labour
Organisation (DLO) Director, who was instructed to furnish the Council

20



with a comparable ‘bid” for the cost of his direct labour workforce carrying
out the same work.

The bids, including the DLO bid, were all subject to our normal “tender
box’ (i.e. deposition of sealed bids) procedure and given careful financial
evaluation. All bidders had been asked to consider taking on the redundant
Council workers for their own workforce, and those not offered work by the
contractor were offered attractive early retirement or severance terms, or
else redeployment within the Council. Despite the generosity of this offer,
the unions still vigorously opposed the move and there were attempts to
intimidate both workers and management of the company who had gained
the contract for sweeping. As this was the first privatisation exercise in an
inner city area (the only previous one of any significance having been in
Southend), it did attract strong Labour Party as well as Union opposition.
But eventually this died away, and the new service operated reasonably
smoothly. There were, as is the general rule with such contracts, ups and
downs in the contractor’s performance, particularly in the early days when
he was building up a stable workforce. But with the financial penalty system
included in our contract, poor performance was soon remedied. And the
contractor knew that he would incur continued penalties if the service could
not be kept up to scratch.

Wandsworth’s next move — Refuse Collection

The next area to be tackled was refuse collection. The Council had been
struggling for many years to bring down the costs of this service. The
Conservatives had inherited from the Labour Party a typical union
dominated service; union control over recruitment, 20 hour (maximum)
week, thriving sidelines in ‘totting’, intimidation of households who refused
to give a Christmas tip, poor service in winter weather, high absenteism,
abuse of bonus systems and consequent high wages and costs.

The District Auditor had repeatedly drawn attention to the high cost
of the service, but the Labour Party had obtained nothing of substance from
the Unions. After two years of ‘hard slog’ negotiations, the Conservative
Council managed to agree a cut of 7 out of 35 collection rounds. Management
told the Council that this was the maximum attainable, and that it should be
pleased with these achievements.

Matters rested there until, by coincidence, the 1981 Christmas
produced a rash of complaints about intimidation for tips, and an extremely
long period when crews would not go out to work because of ‘icy
conditions’. In some areas, no collections were made for four consecutive
weeks.
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An offer in writing to run the service from the new street-sweeping
contractor decided the matter. The Conservatives went into the 1982 local
elections in the throes of a strike, having just put the service out to tender.
The voters seemed keen to be rid of the dustmen forever and returned a
Conservative Council to office.

The strike collapsed forthwith. The bids were opened. The winning
tenderer was selected. On this occasion, the Council had not offered
redeployment to the workers within the Council, but instead a set of
attractive severance terms were drawn up, which the workers accepted.
They were about three times the statutory redundancy level, but had strings
attached.

Fearing disruption of the service and a disorderly transfer to the
contractor, the Council held half of the severance pay back, and agreed to
pay only after a smooth transition had been achieved, and the new
contractor was up and running. This ‘good behaviour bond’ was highly
effective and the take-over was virtually painless. Surprising perhaps - given
the violence that had erupted between contractors and dustmen a few
months previously in the strike! The successful contractor (Wastecare)
purchased the Council collection fleet and also leased the existing depot,
thus enabling him to make an early start on efficient operation of the
contract.

The general policy in Wandsworth

With very significant benefits achieved in terms of assured quality of service
and financial savings in these two important fields, it was decided to embark
upon a general policy of putting all appropriate services out to competitive
tender. A policy paper was therefore carried by the Council, instructing all
Directors to test the competitiveness of all their services against the private
sector. Accepting that this would not happen overnight, the Conservative
leadership introduced a methodical programme of tendering over a period
of years. It was thought important to establish the general principle to show
the officers the importance attached to this approach. Because, inevitably,
officers are rarely keen to see their services go out to tender, the key to the
implementation was the involvement of the leader and committee chairmen
in drawing up a programme, each chairman being involved in what was
called the ‘feasibility stage’.

This merits explanation. Because the investment of staff resources
required to produce a contract and specification is heavy, it was agreed that
(except in those cases where the advantage of going straight to tender were
obvious) each exercise would be preceded by a feasibility study, for which
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management would draw up only brief outline requirements. This would
then be discussed with one or two firms who were thought to be in the
market, on the strict understanding that these talks were exploratory, and
were not negotiations. Generally, potential contractors were able to indicate
whether or not they would be interested in operating such a contract, and
took the opportunity to make useful points about the way it was proposed
to issue the tenders. Contractors were also generally willing to give an
indicative cost figure which could be used as a guide to assess the likely
benefits of tendering. In many cases, however, experience showed us that
when it came to actual competitive tendering, totally different and generally
lower figures would be submitted. But the initial quote did serve to show the
order of magnitude of the potential saving.

In some cases, extensive preparatory work was needed even to puta
feasibility study in hand. Therefore, a policy decision was taken that
Directors could engage consultants at this initial stage — particularly for help
in preparing detailed specifications.

Today the need for feasibility studies is somewhat lessened.
Previously, in very many cases, no contracts existed for the kinds of services
being considered for competitive tender, and there was no one to turn to for
practical advice. The situation is different now. Authorities should be able to
move directly to tendering in most cases. The order in which services are
tackled should be dictated by local factors —for example, giving priority to
areas where costs per head are above the norm, or where restrictive practices
by Trade Unions flourish.

Specifications
The specification is, as much as the contract document itself, the key to a
successful tendering exercise. As mentioned, its preparation can devour a
lot of time and resources so that one obvious answer may be to employ
consultants. Management, however, will have extremely valuable local
knowledge, and should be identified with, and held accountable for, every
stage in the tender process, thus ensuring that they remain responsible for
the delivery of the future service. In many cases, managers will be able to
produce a specification either by themselves, or with the help of temporary
staff who can help with work measurement or field observation (or indeed
cover for staff while they spend their time on the specification).

The specification will contain details of tasks necessary for providing
the service, maps and plans showing where they are to be carried out, with
details of frequencies both of regular tasks and of periodic and special ones

23



which may arise from time to time. For example, a street sweeping contract
specification should make provision for leaf clearing as a special task. The
specification may also include details of methods to be used, if these are
important. For instance, on refuse collection, the use or otherwise of plastic
sacks should be specified. Materials and their quality and standard may also
need to be included.

It will be seen how complex the specification can become. But
experience has shown how important it is that all specifications be approved
by the relevant committee. Not only does this narrow the scope for
arguments later, but in most cases a political decision is necessary on the
level of service to be included. For example, in a street cleaning specification
there will be many streets where a case could be made for a twice-weekly or
even daily sweep of very intensively used areas. Management will have a
view on a sensible compromise specification, but ultimately a Committee
decision is needed.

Generally, the act of producing a specification is an extremely
enlightening one for both managers and members. It is an indictment of
local government today that it is running services costing thousands of
millions of pounds, yet in most cases there is no specification for what is
supposed to be done, no adequate inspection of quality of work, and no
consideration whether the service is pitched at the right level. Drawing up
the specification automatically raises key questions on the level of service
required and provides the framework for monitoring the achievement and
quality of that service on a daily or weekly basis.

Inspection and default systems

In the Wandsworth system of service contracts, the contractoris expected to
achieve the level of performance set out in the specification. The success of
execution of the contract is assessed daily by a team of Council inspectors,
covering either the complete contract area, or a random sample. They will
also investigate any complaints of non-performance from the public or other
Council sources. The contract provides for a financial deduction if, on
inspection, tasks have been inadequately performed. Generally, the
specification will divide the work into tasks for each small area — a street,
office block, estate block, or garden for example. This requires the contractor
to price the specification in detail, enabling the cost of each element of work
to be seen. If the work is inadequately done in any area, then the appropriate
amount of money will be withheld. Generally, if there is a second failure the
next day, financial damages will be applied as well as a further withholding
of the cost of the work not done properly. The damages cannot be punitive,
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but even small amounts are adequate to ensure that it is in a contractor’s
interest quickly to put shortcomings to rights.

In addition to financial deductions and damages, contracts should
contain a system of penalty points for poor performance which can be “totted
up’ over a period of time and used as a criterion for determining the contract.
For example, it may be that a total of 200 penalty points in any 4-week period
will be written into the contract as grounds for determination. Such an
arrangement ensures that the contractor cannot persistently under-perform
with impunity. The contract should also include a clause which requires a
contractor to indemnify the Council for excess costs incurred right up to the
end of the contract, if it is determined for poor performance. So, if there are
any temporary or permanent extra costs due to failure, the Council can
recoup them. Such costs would include those charged by a new contractor
for taking over and running the tail-end. This gives the original contractor a
very powerful motive not to fail.

In our 15 fields of contract, Wandsworth has had to determine only
one for poor performance, despite thorough and regular inspection in every
case. This illustrates the success of procedures of inspection and penalty,
working in tandem to provide an assured level of service. It also shows how,
when performance is not up to standard, immediate action can be taken
under the terms of the contract, in contrast to the prolonged and difficult
process of dealing with direct labour.

Length of contract period

Normally, Wandsworth has adopted five-year contracts. The period must be
long enough to justify a contractor’'s investment not only in plant and
equipment, but also in management effort in staff recruitment, training and
familiarisation with the terms. Another mostimportant consideration is that
too short a contract period will result in a bias in favour of direct labour bids,
as they will generally not have severance costs counting against them.

In cases where investment in plant, equipment or property is
significant, a seven-year contract may be more appropriate. Otherwise,
however, the costs for a seven-year contract are unlikely to be more than a
few percent below a five-year contract.

The argument that a long contract is dangerous as it may lock a council
into a poor contractor is spurious. If the clauses for default and
determination have been drawn up properly, then, as explained previously,
any such contractor can be readily removed.
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The in-house bid

A great deal of hope and attention will be focused on the in-house bid. The
Conservative Group considered from the outset it was fair to proceed only
if contractors and direct labour submitted tenders under equal conditions.
The Council’s direct labour bid, therefore, had to be framed in parallel by the
Director concerned, and submitted through the tender box with other bids.
Once submitted, no negotiation would be allowed on the in-house bid. The
Council held fast to this, despite predictable trade union attempts to try to
negotiate their bid down when they saw that it had lost. The importance of
this is that any losses on a direct labour bid are carried by ratepayers, whilst
a contractor must honour his price (and the contract standards) come what
may. There is therefore the possibility, indeed in some cases the very real
temptation, for trade unions and Directors to concoct a direct labour bid
which is unrealistically low, with ratepayers having to carry the ‘loss’ later.
To safeguard against this, it was made very clear to the Directors that they
were being held accountable for achieving their bid through proper trading
accounts which would clearly show any profit or loss. Also, they were to
take into account in framing their bid realistic improvements in direct labour
productivity, and translate these into appropriate manning levels. The table
in Chapter Il shows that, although the savings achieved when direct labour
bids were accepted were below those obtained when switching to
contractors (26% as against 30%), there was still ample room for improved
efficiency, and no reason why a properly thought-out direct labour bid
should not win.

We insisted, however, that the direct labour savings and the
manpower to match were at once removed from the budget, which was kept
under close review. In some cases (e.g. building maintenance), the profit on
trading account has been considerable, despite competitive tendering for
neighbourhood housing maintenance contracts, showing that efficient
direct labour can flourish, at least in Conservative Wandsworth.

Sale of assets and appraisal of tenders

Generally, it will be sensible to offer tenderers the Council’s own plant,
equipment, etc. at current value. If a depot or office is needed, it may also be
sensible to offer to lease the current direct labour depots, etc. to the
contractor. Although this might be inappropriate if he already had a
presence in the area, in most cases time will be saved if a contractor has the
contract ‘ready made’, and does not have to order vehicles and search for

depot sites.
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Accordingly, the tender documents will include a section allowing the
contractor to bid a price for all these items, and this will be a further credit on
the contractor’s side when evaluating his costs. Equally, if the contract is
placed outside the Council rather than with direct labour, not only will a
saving be made in future depreciation provisions, but depreciation monies
already set aside by the Council (e.g. for vehicle replacement) can be
released. These effects must be taken into account in the financial appraisal
of direct labour versus contractors.

From this, it will be seen that the appraisal of tenders is a critical and
complex matter, where undue advantage can be given to direct labour bids
if the exercise is not carried out with scrupulous fairness. For example, it is
important to include in the costs for contractors’ bids, the need to inspect
and supervise the contract. With an in-house bid, inspection will normally
be built into the management structure of the workforce. A difficult area to
assess is the extent of avoidable overheads. If the contract goes out, some
overheads will be reduced (for example, with a large workforce, payroll
costs may be significantly less if the service is privatised), and others will be
largely unaffected; typically central support services and even departmental
management. Other overheads will shrink, but only in the longer term.
Wandsworth, having been able to cut its manual workforce by
approximately half, has now been able to realise some savings on depot
administration, and even on time-off for trade union activities, because of
the present, much smaller scale of in-house blue-collar services.

The complexities inherent in the field make it prudent for Councillors
to seek a thorough explanation of the methods of appraisal which have been
used (particularly if the tenders between direct labour and contractors are at
all close).

Timescale of tendering operation

Much will depend on the complexity of the service under consideration, but
allowing for all the necessary approvals by Committee and Council, and for
consultation with staff concerned (for which 21 days are allowed at
Wandsworth) our typical timetable might be as follows:-

(1) Feasibility study (ifappropriate) 4-8weeks
If decision is taken to go to tender, staff notified at this point.
(2) Draw up specification and contract documents 8 weeks
(3) Consultation period with staff 3 weeks
(4) Assumingno delay in waiting for a Committee, 4 weekssay,
but wait for Council approval could be 1-7 weeks
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(5) Preliminary advertisement for interested
contractors, followed by financial vetting

(6) Issuetenderdocuments

(7)  Allow contractors and direct labour to prepare bids

(8) Tendersreturned via tender box

(9) Analysis of tenders, including interviews with leading
contractors to probe proposed contract methods and figures.

(10) Final consultation with staff

(11) Committee decision on successful bid

(12) Average wait for Councilapproval

(13) Lead-in time for contractor to set up workforce, etc.

6 weeks, butin
parallel to (2)
0.5 weeks

3-6 weeks

2-3weeks

3 weeks

4 weeks

range (1-7 weeks)
8-12 weeks

The maxima shown would apply to the more complex activities, such
as refuse collection and vehicle maintenance. Shorter times would be
appropriate for office cleaning, simple caretaking and catering etc.

The result, as is clear from this chapter

and the chapters on

administration, leisure, technical services and housing, is to give good

services at a price the ratepayer can afford.
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7
Administration department

The Administration department proved ripe for pruning. It is, quite often
the home of units which do not fit readily anywhere else, and it is important
to question their real value and achievements. Though Wandsworth in 1978
had no ‘police units’, ‘women’s units’, and ‘gay and lesbian units’, it did
have a Community Development Team which, although only six in
strength, was mainly intended as a stimulus to others to criticise the Council
or pressurise for more public spending. It had no place in our view of
democratic local government, and was summarily wound up.

We found also that research was too often duplicated in various
departments. In 1978, several groups existed for the purpose, including a
unit of fifteen in Social Services, most of whose energies were devoted to
proving the need for more ‘free’ services. We cut these groups down to:

@ a single management information post in each department;

® a compact central unit designed to monitor all our policies and to provide
central information and research, as well as service reviews with finance
staff.

Later, we encouraged all Directors to adopt an information system
called MINDER (Chapter 8), and the SUPER-MINDER system derived from
this gives leading Chairmen a comprehensive view over progress towards
our objectives, service standards and use of resources. These were minor
adjustments compared to the reformation of the bureaucracy. The
administration now consists of the following divisions, which will be
considered in turn:

(a) Professional support services to the whole organisation
Legal
Valuation
Personnel
Offices and telephones
Press, public relations and reprographics
(b) Minor administrative services
Registrar of Births, Marriages and Deaths
Electoral registration
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