
 

 

Appendix 1 
 

Budget and Performance Committee – 10 June 2015 
 

Transcript of Agenda Item 10 – Police Outsourcing 
 

 

Stephen Knight AM (Deputy Chair):  I would like to welcome our three guests; Kerry Hallard is Chief 

Executive of the National Outsourcing Association (NOA).  Welcome.  Stephen Hughes is the former Chief 

Executive of Birmingham City Council.  I understand you have some interesting views and we will have to hear 

from you later.  Thank you very much for coming.  John Tizard is from the Centre for Public Service 

Partnerships.  I think that is right. 

 

John Tizard (independent strategic advisor and commentator):  You are few years out of date.  I now 

work as an independent strategic adviser. 

 

Stephen Knight AM (Deputy Chair):  Sorry, you are the independent strategic advisor and commentator? 

 

John Tizard (independent strategic advisor and commentator):  I am the former Director, yes. 

 

Stephen Knight AM (Deputy Chair):  Apologies.  Welcome.  Thank you very much, all three of you, for 

coming this morning. 

 

I am going to start off with the first question, which is really to ask all three of you if you can give us your view 

of the broad pros and cons of outsourcing back-office services in a public sector organisation like the 

Metropolitan Police Service (MPS).   

 

Kerry Hallard (Chief Executive, National Outsourcing Association):  Obviously, looking through the 

pros and cons you have put forward already, I quite liked the ‘mays’ in there and that the public sector may be 

more flexible.  We would think that the private sector was certainly more flexible when it comes to delivery of 

services.  Also, the public sector does have a very can-do culture.  That would actually go as a pro on the 

private sector side of things. 

 

The private sector is completely dedicated.  The service provider is completely dedicated to its lines of 

business, whether it is finance and accounts outsourcing, human resources (HR) outsourcing or whatever its 

portfolio of services is.  They are specialists at getting more productivity out of their people.  That is a really 

key thing.  They really understand process excellence and they really understand how to motivate their people 

to deliver that process excellence in whatever area they are actually looking at. 

 

We have done some research.  Just to explain, the NOA looks after the buy side of outsourcing as well as the 

supply side and we try to bring both sides of the outsourcing equation together.  The public sector is our 

second-largest buy-side community as members of the NOA.  We do lots of research amongst our membership 

base to find out why they are outsourcing and what benefits they are actually getting from outsourcing. 

 

In last year’s research at the end of last year, we found that 54% of buyers are still outsourcing primarily for 

cost but that is a significant shift and 36% of our members are now outsourcing primarily for service 

improvements.  The reason they are going to outsourcing for services improvements is the process excellence; 

it is having the technologies and being able to invest in technologies to actually fine-tune how to deliver the 

processes better.  I can give you some additional stats. 



 

 

Obviously, another key benefit of outsourcing is that it enables management to focus on what is what really 

core without being side-lined or distracted by the things that are really non-core to the business.  That is a key 

reason why lots of companies use outsourcing. 

 

To be clear, we have a big fat ‘O’ in our name, but we do not always promote outsourcing.  Outsourcing is not 

right for every organisation and my view and my responsibility is to improve the reputation of outsourcing.  

The last thing I want to see is outsourcing happen and happen badly.  We do not always advise, “Yes, 

outsourcing is the Holy Grail”.  It absolutely is not. 

 

When outsourcing is not the Holy Grail, it is usually because there is no cultural alignment.  The culture is really 

important in making outsourcing work.  If there is not top-down leadership behind the outsourcing, then it is 

destined for failure.  If relationship management is not good, that is when outsourcing fails and, in 85% of 

cases, it is out of relationships.  The cons of outsourcing are usually if there is not any strategic alignment or if 

there is not any cultural alignment.  Then outsourcing will not work. 

 

Stephen Knight AM (Deputy Chair):  You have painted a very good picture there, but one of the things we 

have been told in our briefing is that the public sector outsources now vastly more than the private sector 

does.  I wonder if you can comment on why you think that is the case. 

 

Kerry Hallard (Chief Executive, National Outsourcing Association):  Under the Coalition, it doubled.  

The Government doubled its expenditure on outsourcing and it went up to £88 billion, from the stats that we 

have been given.  These are not the NOA’s own stats.  These are the stats that we have been given.  That was 

all really focused on the austerity drive.  Outsourcing is proven to deliver cost savings. 

 

Stephen Knight AM (Deputy Chair):  Does the private sector not care about cost saving?  Why is the 

private sector not doing it if it is -- 

 

Kerry Hallard (Chief Executive, National Outsourcing Association):  It has already done a lot of it.  Our 

biggest membership sector is banking, financial services and insurance.  It is a very mature user of outsourcing.  

It has gone through its first generation of outsourcing and is now on its second, third or fourth generation of 

outsourcing. 

 

Cost savings decrease after your first outsourcing.  The biggest savings are to be had when you are outsourcing 

for the very first time.  There can still be cost savings but they diminish further into your maturity of 

outsourcing.  Also, the more mature buyers start focusing much more on service improvements.  It is in your 

report that there is a race to the bottom and we completely go against any race to the bottom.  If all you want 

to do is really cut costs, then -- 

 

Stephen Knight AM (Deputy Chair):  Then there are different ways of doing it? 

 

Kerry Hallard (Chief Executive, National Outsourcing Association):  Yes. 

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  It is a complex question that 

you have asked and it is perhaps designed such that there is a right and a wrong answer.  I am not sure there 

is.  Outsourcing is the right answer in certain circumstances and you need to be clear about what it is you want 

to get.  Make sure that in the contractual process you get that and that you have the right nature of 

flexibilities that go along with it and then manage it properly.  If you are clear about all of those things and if 

the particular opportunity you are talking about is right, then it can work.  If you are not clear about those 

things or if you should be operating in a different way, then it will not work and you will not get the results. 



 

 

 

It is partly about the traditional reasons people have gone through outsourcing.  Part of it is to access expertise 

that would be far too expensive to manage on a fulltime basis or when you only wanted specialist activities.  It 

used to be in the public sector around investment - in local authorities, anyway - because it gave access to 

funds that otherwise you were not able to get, but with the advent of prudential borrowing it is much less of 

an issue for local authorities, anyway.  I am not quite clear about the MPS’s position on prudential borrowing. 

It is the same, is it?  You go for improved management and management savings.  Managing staff is a very 

expensive, difficult and complex thing to do and the public sector is not necessarily very good at it.  The 

transfer of that responsibility can generate savings, which I think is what Kerry [Hallard] was saying. 

 

Then there is a process of risk transfer on things like making savings and service standards.  Instead of saying, 

“We should be able to do all of these things”, you give the responsibility to deliver to your outsourcer, you 

manage them to do it and you have a better chance of achieving it than you might otherwise do.  However, if 

the demands that you have placed on the outsourcer are so great that they cannot deliver them and they go 

bust, all of those risks come back to you and so there is an ultimate responsibility on the procurer. 

 

The final thing I would say is that there is a disruptive effect.  Particularly when you are looking for 

transformational change, an outsourcer brings a capacity that might be very difficult from within the 

organisation.  Equally importantly, they challenge inbred cultural aspects.  In the public sector particularly, 

there is an approach to public service provision that says, “We have always done it this way.  This is the way to 

do it.  If you want more of it, it costs more, and you cannot possibly have less of it”, rather than what the 

private sector brings, which is, “How do we constantly try to improve services and reduce costs?”  The lexicon 

of public service standards is all in terms of money.  We always talk about how big the budget is for everything 

and, when we reduce the budget, we have ‘cut services’.  We all know it is not as straightforward as that and it 

is more complex, but that is part of the culture that we have been in.  An outsourcer can disrupt that and help 

change things, which otherwise could be very difficult to do.  I am not saying that on their own they can do it.  

It still requires a commitment and leadership and management to make those changes happen, but those are 

the reasons for doing it. 

 

You would have to think about, in the particular context of the seven strands that you have, whether in each 

case an outsourced solution is the best way of delivering those savings and whether there are alternatives that 

could deliver what you want better.  There is a real risk associated with transferring to the private sector 

something that is grossly inefficient because, effectively, unless you have the pricing right in the contract, you 

are allowing your outsourcer to capture all the benefits associated with making it efficient and perhaps you 

could be passing over something that is pretty much fit-for-purpose and then seeking these other benefits, 

rather than giving away what the biggest potential savings might be. 

 

Then I mentioned about managing it.  There is a focus within the public sector on managing the procurement 

process.  There is almost an obsession with the public sector procurement rules.  Those rules are there to give 

assurance to the outside world that there is not corruption going on.  They are not necessarily there to deliver 

best value for money.  That is one thing you need to think about: making sure that you are getting value for 

money out of it. 

Equally, there is a thing that once you have done it, you have breathed a sigh of relief, you have your 

outsourcer, you are going to have all these transformational changes and then you do not put the necessary 

into managing the contract, which is at least as important if not more so than the procurement process itself. 

 

John Tizard (independent strategic advisor and commentator):  One of the advantages or 

disadvantages of being the third is that I agree with a lot of what my two colleagues have said, particularly 

Stephen [Hughes].  Stephen is absolutely right to say that there is no straightforward answer.  All too often 



 

 

organisations - particularly in the public sector, particularly faced with enormous budget pressures - assume 

that outsourcing is going to solve their problem without necessarily even stopping to think about what the 

problem is that they are trying to solve other than, “How can we reduce our expenditure and our costs?” 

It seems to me that the starting point has to be absolute clarity about objectives and not narrow objectives 

like, “We want to take X percentage of cost out of this service”, or, “We want to improve the quality of that 

service by Y”, but actually, “How does it fit into the wider social and political objectives for the organisation?”  

It seems to me that all too often outsourcing in the public sector tends to be quite narrowly focused.  They will 

look at that particular service and see it in isolation and almost divorce it from the other services that it 

interacts with.  That applies to the back office as much as it does to front-office services.  It is really seeing 

that service in its context. 

 

Also, on the pros and cons of outsourcing, the strength of outsourcing is only as good as the strength and the 

quality of - in this case, the public sector and the MPS - the client because, if the client is ineffective or 

inefficient, the likelihood is it is going to have an ineffective and inefficient outsourcing contract.  Too often 

those who have not managed in the most effective and efficient way in-house services are asked to go through 

a procurement process and then become the client.  If they have not been able to manage internally, the 

likelihood is they are not going to be able to know good or excellent when they see it or, indeed, bad or 

indifferent when they see it from the outsourcer.  The pros and cons really are about the strength of the client, 

the client’s objectives, how they see it fitting into their wider policy agenda and not just into the narrow service 

model. 

 

Service improvement, as Stephen [Hughes] said, can be achieved in a variety of ways and it seems to me that 

you need to go through it.  We are here talking about potential outsourcing.  We are not here talking about 

strategic commissioning.  However, strategic commissioning is about identifying need and identifying the 

various options for meeting that need.  If the need is to reduce costs and to be more efficient, it is really 

important to look at how that can be achieved.  You need to understand how that can be achieved internally to 

understand the proposals you are getting from your outsourcers during the bidding process or, indeed, when 

they have won the contract.  If all the expertise, knowledge and understanding are with the outsourcer, you 

have an imbalanced relationship.  It is really important to have quality and understanding of the service areas. 

 

It can work and it can work when it is aligned with overall objectives and when it is very clearly focused on 

what is needed to be achieved and the ability to select the outsourcing organisation in particular - and I 

imagine for the services here, it is likely to be from the private sector but of course they could be from the 

charitable or social sectors - and to test their ability not only in terms of technical ability, to test their 

commercial and business model and also to test their values and their whole approach and alignment to the 

public value approach of the organisation.  I suppose that there can be pros and there can be cons.  You need 

to look at each individual situation. 

 

The final point I would make is that, looking at the list of seven, for some of these services there is a very 

proven supply market and for others there may be less of a proven supply market.  If one of the reasons for 

going through this process is to get the advantages of competition, you need to ensure there is going to be 

competition.  That understanding of the market, understanding of the suppliers and commercial understanding 

is, again, going to be absolutely essential to get any pros from outsourcing. 

 

Stephen Knight AM (Deputy Chair):  Thank you very much and, particularly, I thought your point about 

really understanding where the savings are going to be made within the service was very pertinent.  That is the 

focus of our next question. 

 



 

 

Richard Tracey AM:  I guess to some extent you have partly answered the question that we wanted to ask.  

The question is: how can outsourcing companies run the same services for less than the public sector can?    

 

Kerry Hallard (Chief Executive, National Outsourcing Association):  It goes back to the original point I 

made about having the process excellence and really knowing how to get the most out of their people.  

Obviously, service providers are very good at understanding how to streamline processes and take an 

inefficient process and make it really efficient. 

 

I agree with what Stephen [Hughes] said.  You do not want to outsource a mess.  It is not a good thing to do 

because, if you outsource a mess, you end up getting your mess for less.  That is a saying that we actually use 

a fair bit.  I agree with what Stephen was saying.  You really want to look at where the cost savings you can 

make yourself are, if there are some really obvious ones, so that the service provider is not seen as taking all of 

that glory. 

 

Richard Tracey AM:  Stephen, you have obviously had enormous experience in a vast council like 

Birmingham.  What is your answer to this question? 

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  Outsourcing to the private 

sector is only one way of getting other people to do things and there are other options as well. 

 

Where I had the greatest success in helping make change was in that final thing I talked about, 

transformational change.  The strategic partnership that we procured had at its core information technology 

(IT) because we wanted to make sure that there was something in the game for the outsourcer, but the 

principal purpose of the procurement was about changing all our systems.  The benefits that came to the 

organisation were about quite significant process re-engineering and step-changes in the way we were 

operating.  It was very disruptive, if I can use that phrase again, but the benefits were massive as a 

consequence of that.  We would not have been able to do it ourselves because we simply would not have had 

the capacity and skills necessary to design the changes that were needed and to implement them.  We needed 

some outside thought, different ways of thinking and the capacity to help us deliver all of that.  That was 

where we made our biggest changes. 

 

The public sector has made savings through different mechanisms and the one about increasing productivity 

and better management is a serious one.  Local government and the public sector as a whole are not very good 

at performance management, to be honest.  It has a long tradition of being quite tolerant of poor performance.  

It tends to - especially with its more senior managers - have a process of exiting people who do not fit through 

rather expensive routes like compromise agreements in one form or another, rather than properly performance-

managing and seeing them out in the way that the private sector might do.  You should not underestimate the 

benefits that come from proper performance management of staff.  That is a really important way of making 

savings. 

 

The other way, which is not so attractive but has happened in some markets, is about the fact that the cost 

particularly of staff can be considerably less in the private sector than in the public sector.  Perhaps a good 

example would be something like the home care market.  Local authorities used to be big direct suppliers of 

home care.  The average cost per hour of providing it when I was doing it was about £30.  The average cost per 

hour of procuring someone from the private sector was perhaps £14 or £15.  Why was that?  The staff were on 

the minimum wage, they were not accessing pension benefits and there were a number of other contractual 

differences that meant that the staff working for local authorities were paid a lot more and cost a lot more 

compared with those in the private sector.  You would not outsource them to do it because then they would 

have gone across with all their terms and benefits under the Transfer of Undertakings (Protection of 



 

 

Employment) Regulations 2006 (TUPE).  What you would actually do is just gradually increase the amount you 

bought from the spot market and reduce the amount you directly provided.  You should not underestimate it.  

Public sector staff can cost more.  There is a moral issue about whether that is right or wrong and I know that 

is one of the things you are thinking about, but that is the other way in which savings can be made. 

 

Richard Tracey AM:  It sounds to me that what you are saying is that if the managers in the public sector are 

competent to start with and, obviously, you did a lot of study on what was needed in Birmingham when you 

were there.  I guess the same should apply to the MPS. 

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  One of the things that we 

brought in in Birmingham as a result of the transformational change I have talked about was a process whereby 

we removed automatic annual increments.  Instead, people had access to increments through a performance 

development review and we put in place the necessary systems to ensure that that could be done.  As a result, 

the amount of recorded performance development reviews rose from perhaps 30% to 95% plus. 

 

The consequence of that was that when the real crunch came - we did the transformational change first and 

then we had the real cuts - we were then able to make very significant reductions to the staffing numbers and 

increase productivity ourselves as a result of the fact that we had brought in more robust performance 

management systems through the transformational change.  In the period 2010 to 2014, the fulltime 

equivalent staff, excluding teachers, of Birmingham fell from 21,000 to 14,000 over those four years without 

necessarily having significant impacts on service delivery because of the changes to productivity that were 

achieved. 

 

John Tizard (independent strategic advisor and commentator):  Stephen [Hughes] has described it 

extremely well.  There is actually an economic impact as well as a moral impact and it is very important.  Again, 

it goes back to my earlier point about looking at this in the totality of the objectives of an organisation and 

what it is seeking to do.  If you drive down to minimum pay from a living wage or a more realistic level of 

income, it would have an impact on the local economy as well as issues for individuals.  It may cause maybe 

spending more money for another part of the public sector through tax credits or benefits. 

 

However, moving on from that, the way that outsourcing traditionally, particularly in the back-office area, 

reduces costs is through economies of scale and particularly if the client - in this case, the MPS - is not 

concerned necessarily about where the service will be based and how it might be regrouped, it might make 

quite a difference.  It is, as Kerry [Hallard] has said, often investing in new systems and process redesign to 

improve productivity.  That is important.  That is not to say that the public sector cannot and often does not 

do that, but it is actually just bringing a fresh pair of eyes and mind-set to it. 

 

The other thing is that typically, in the outsourcing organisation company, the senior leaders will know that 

business and that is what they will focus on.  In the MPS, one assumes the senior police officers are actually 

concerned about crime, not necessarily about the back office.  It is about where that focus is and that 

leadership is.  That is critically important, too. 

 

The other area is performance management and, as Stephen [Hughes] has said, it is really critical.  Too often in 

the past public sector organisations - and, indeed, private sector organisations - have outsourced because they 

have failed to deal with HR issues or industrial relations issues and they assume that someone else will deal 

with them.  Actually, you do need to have effective performance management.  You can have that in the public 

sector.  You may get it better from the private sector.  You may get it worse from the private sector because 

we must not assume - and Kerry [Hallard] has made the point - that all service providers or outsourcers are.  



 

 

The majority may be, but they are not necessarily all going to be of the highest calibre or of the most 

appropriate nature in terms of their delivery. 

 

Richard Tracey AM:  How should the MPS decide whether outsourcing particular services will save money?  

How would you go about that?  What is your advice there to them? 

 

John Tizard (independent strategic advisor and commentator):  The first thing is that they need to 

know what those services are currently costing.  They need to be able to benchmark those against other parts 

of the public sector and what is available.  Many back-office services will be comparable to those in the private 

sector and so you can draw comparisons there. 

 

They also need to have pre-tender dialogue with potential providers to understand what they would be able to 

deliver - and that is perfectly legitimate, as long as you are open and transparent about it, in terms of the 

procurement regulations - and on what terms they would expect in order to get the objectives they want to 

see. 

 

They need to be absolutely clear about what they want to achieve from the outsourcing in terms of quality, 

resilience and price.  They need to be clear about how they are going to balance those three as well.  They 

need, in a sense, some criteria by which they will reach that judgement because it is not an either/or.  It is very 

complex and ultimately it is about having the ability to balance that.  It is about having the right expertise and 

understanding of both the services and the commercial world to reach those judgements. 

 

Richard Tracey AM:  Are senior police officers likely to be able to decide that or are they going to need a lot 

of expert advice to decide what they should then outsource?   

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  It is an interesting question.  

How should you decide?  I would start this process not by saying, “There are seven strands and we want to 

make £150 million in savings out of the whole lot”, but by asking in each case, “What is the cost of that part?  

How much are we seeking to achieve?”  Ask yourselves the question, “What is the best way of achieving those 

savings in that context?” 

 

Again, going back to Birmingham - and I am sorry to keep going on a bit - we were conscious that there were 

lots of different ways of delivering services.  As part of what the procurement team did, it had a strategy 

document.  I think we listed 14 different ways in which we could do things and a template of questions that 

you asked against so that you assessed each service.  What is the best way of delivering particular services?  

For example, we provided direct services to schools, things like building, cleaning and other facilities 

management-type services.  The question was, first of all, “Why should we be doing that?  Because we are 

incurring the management overheads and it is a direct relationship with the school”.  The solution in that case 

was to create a mutual and to transfer the staff into something which is an independent company and which 

can provide services directly to the schools and actually can then compete with other schools in other places.  

It was much better than if it remained part of the council because all we were going to do was cut it.  That was 

a particular solution that met a particular set of circumstances.  You have to think that through. 

 

In some of these cases - like if we look at real estate, if that is what I think it is - it is about making the best 

use of your physical assets.  Some of that will be a consolidation, “Can we get people into a certain place?”  

Part of it might be the changing the way in which you work in order to change the infrastructure.  Part of it will 

be saying, “We have these surplus assets.  We need to flog them off”.  I do not think outsourcing is likely to be 

the answer for all of those things but it might be for some, particularly if you need to change the physical 

environment and you need some additional capacity to be able to do that.  However, some of it is just about 



 

 

having a clear strategy about which properties you are going to keep and how you are going to consolidate 

and being clear about how you are going to get there. 

 

I go back again.  How much do you want to save in each of these things?  What do you think the main 

mechanisms are for saving that?  What is the best way of achieving those objectives?  In some instances, it 

almost certainly will be by bringing in a partner to help deliver it.  In other cases, it may be that you can do it 

yourself. 

 

Kerry Hallard (Chief Executive, National Outsourcing Association):  I will concur that there is a lack of 

understanding of what you have to begin with.  Understanding your baseline costs is really important and a lot 

of work needs to be done on that.  We always recommend that you go out to the market first and start 

speaking about the art of the possible so that you can really understand what is out there and what you can 

potentially do, obviously within the procurement rules.  I would much rather see consultants come in to help 

develop the business case and to understand the art of the possible than bring consultants in later on when the 

project is going over-budget, overtime, etc.  Investment in consultants earlier on if required I would absolutely 

advocate. 

 

Then it is being really clear on what you have and what you want to outsource.  You are probably all familiar 

with the Aspire contract and how well that actually worked for Her Majesty’s Revenue & Customs (HMRC), but 

then there was the whole negative backlash and the scope-creep that ended up costing £6 billion more than 

they thought it was going to because it kept growing and growing.  That is why it is really important to 

understand what is going to be in scope and what is out of scope.  That actually really helps with the cost 

savings.  It is understanding the art of the possible from the beginning. 

 

Richard Tracey AM:  What about in-house bids?  How should the MPS go about encouraging or supporting 

the possibilities of in-house bids?  You start on that one. 

 

Kerry Hallard (Chief Executive, National Outsourcing Association):  Thanks.  It is really important to 

have a complete separate team.  You need to have a ring-fenced team that is looking at the in-house option 

that is completely separate from those who are actually looking at the external option, just to keep things 

really ring-fenced, to be quite honest. 

 

When it comes to the in-house team, bring in a lot more benchmarking.  You will need to bring in a lot more 

benchmarking data and that is where you really need the intelligent customer.  We use the term ‘intelligent 

customer’, which I do not mean to sound too derogatory.  It just an industry term that we now use.  The 

intelligent customer is somebody who really is capable of helping and understanding all the decisions that need 

to be made relating to outsourcing, whether big outsourcing or small outsourcing.  It is having somebody from 

senior management leading that in-house team. 

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  The reason originally for 

in-house bids was because it was part of the compulsory competitive tendering (CCT) framework.  Along with 

that, there was a whole series of rules that you had to follow and whatever.  A lot of activity was about 

ensuring that the council had the right result.  That was why there were in-house bids. 

You have to be clear on why you are asking for an in-house bid.  It means that you have not really made up 

your mind about whether you want to outsource or insource.  If you have come to the conclusion that you 

want to outsource it, then why are you having an in-house bid?  That would be my first question.  If the 

purpose of it is to get the in-house management team to sharpen its pencil, why are you not doing that 

directly by saying to them, “We want your service to be delivered for 30% less cost.  How are you going to do 



 

 

it?”  Get them to answer that question.  It would be a lot quicker and cheaper to see whether they can answer 

that question than to go through a procurement exercise to come up with the same result. 

 

It sounds to me like, if you have in-house bids, you have not really answered the question about what you 

really want.  Maybe you are doing it because you are dealing with staff or trade union pressures and they want 

to say, “We can do it anyway”.  That is a separate reason, which may or may not be legitimate.  It seems to me 

that the real key one is whether you want to do it in-house; in which case, get the in-house people to focus on 

what they are supposed to be delivering rather than on putting together a bid. 

 

John Tizard (independent strategic advisor and commentator):  I would concur with what Stephen 

[Hughes] has said and I will go back to something I said earlier.  You need a competent client.  Therefore, if 

your leading and best managers are involved in the in-house bid, who is going to give back some interrogation, 

insight and analysis of the bids you are getting from the external providers?  Actually, it can often weaken the 

organisation overall because you are diverting attention. 

 

The other issue is that if the in-house team ‘loses’, whoever has successfully won the contract has a huge job 

of repairing the damage and reputation.  It is far better to have a clear policy reason based on very clear criteria 

for why you have decided to outsource rather than trying to muddle it, it seems to me, with an in-house bid. 

 

Richard Tracey AM:  The last question I was going to ask you is about the scope for small and medium 

enterprises (SMEs) to get involved in these things.  Is there a competitive market?  I read an article by you this 

very morning and you seemed to be suggesting that SMEs were not always fairly treated in this. 

 

John Tizard (independent strategic advisor and commentator):  Ideally - and I imagine, again, given the 

wider policy agenda you have for London - you would want to see SMEs able to bid. 

 

Richard Tracey AM:  Yes. 

 

John Tizard (independent strategic advisor and commentator):  One of the problems is that, if you go 

for the whole of the back office of the MPS in one contract, it is very, very unlikely that any SMEs are going to 

be able to bid because they are not going to have the scale or they are not going to have the robustness and it 

would be irresponsible to award such a large contract to an SME. 

 

There are two ways in which you can achieve it.  One is to package your contracts in a way that can be 

attractive for SMEs, which probably fragments and undermines a lot of what you are trying to achieve in terms 

of economies of scale and so on.  The other is to ensure that your principal and prime contractors have 

obligations to use SMEs, voluntary organisations and social enterprises in their supply chains and to do that in 

ways that are acceptable and accommodating to the SMEs and social enterprises, not in ways in which they get 

offloaded with unreasonable risks, for example.  Again, the client function has to be able to monitor that and 

set targets for it.  There will be trade-offs about price and quality, but it is about that wider agenda you are 

seeking to achieve and going back to your objectives. 

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  Yes, I agree with all of that.  

The problem is that the package size will be too big.  Your pre-qualification questionnaire (PQQ) process will 

eliminate all sorts of people because they do not have the right robustness.  You can do something about 

encouraging consortia.  It is quite difficult. 

 

The other thing to think about, if it is for social value purposes and if you want to use more SMEs apart from 

the use of subcontractors, is to ensure that all the work that is being put out on a regular basis - and there will 



 

 

be lots of little packets and small amounts of money on a daily basis throughout an organisation as big as the 

MPS - is advertised through some transparent mechanism.  There is a growing network of things called ‘find it 

in place X’ or whatever and that is quite a useful way of advertising, public and private sector, to a whole range 

of small businesses smaller contracts.  It may be that you are better off focusing not on these big outsourcing 

processes but on all of the stuff that is happening on a day-to-day basis anyway where you are using either 

framework agreements or call-off arrangements in one form or another that are not transparent in terms of the 

way in which SMEs can access and bid for those contracts. 

 

Stephen Knight AM (Deputy Chair):  John, you mentioned economies of scale a number of times.  Is there 

a diminishing return to this?  The MPS is already a very large organisation.  If one were a small district council, 

perhaps outsourcing would deliver big economies of scale.  However, for an organisation as huge as the MPS, 

is there really much more economy of scale that can be delivered in back-office functions or are there 

diminishing returns at this sort of scale anyway? 

 

John Tizard (independent strategic advisor and commentator):  My answer to that would be that the 

MPS is a very big organisation and some of its back office services and functions will not be that big relative to 

the wider commercial world.  There are still economies of scale.  It is investing in systems as well as using 

people and improving productivity because you have that economy of scale.  I would suggest that for many 

back-office functions there would still be economies of scale, but you would need to look at each of those in 

turn. 

 

However, actually, economy of scale would not be the primary reason for outsourcing.  It might be one of the 

contributors that outsourcing providers would offer as part of their solutions. 

 

Gareth Bacon AM:  Mr Hughes, when my colleague was asking you about what the Mayor should do to 

support in-house bids, you made reference to the fact that really you should be getting management - or 

whatever the service is - to really bear down.  Whether it is taking 30% or whatever, they should be doing that 

first.  Obviously, we have been hearing across the witnesses today that bad management within the public 

sector is often a problem and performance management - and I think it was you who was talking about it - is 

often something to drive forward. 

 

One of the reasons for going through a procurement exercise would be market-testing what you already have 

to see if it actually is bad or could be improved.  If you think that it is going to be provided more efficiently by 

outsourcing, is there a case, therefore, that the MPS should do nothing to support an in-house bid? 

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  The bit about going out and 

finding out what the market might offer is something you could do without going through a formal process.  

You could get some benchmark private sector prices by soft market testing and then -- 

 

Gareth Bacon AM:  You could get prices, but one of the things that most public sector procurement 

contracts do is they weight the price and they also weight quality and innovation and there will be a certain 

percentage attached to each one of those things depending on the priority of the -- 

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  If the missing element is that 

you do not know how much cheaper you could do it for, then you can have conversations with the private 

sector.  You can get quality assessments as well, particularly around things where the metrics are measurable.  

Some of the quality aspects are harder to quantify and therefore much more subjective in their assessment. 

The point I was trying to make was that there does not have to be an in-house bid.  If someone somewhere has 

made the decision that they are going to outsource something but allows an in-house bid, it seems to me that 



 

 

that means they have not made up their minds whether they want to outsource it or not.  An in-house bid is 

still providing it in-house unless you are taking apart the organisation and you are going to create it as a 

separate entity and then allow it to bid in. 

 

Gareth Bacon AM:  Is it your position then that, looking at the seven different service areas that the MPS is 

looking at, if it comes to the view that it wants to outsource one or seven or however many of the services it 

wants to, it should not be supporting or even putting together an in-house bid but should have made the 

decision already and should just go to outsourcing? 

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  I cannot see a really strong 

reason why you would want to have an in-house bid if you have decided that you want to outsource, except 

perhaps because you have a strong reaction to it being outsourced, “We do not want it to be outsourced.  We 

can do it just as cheaply”, which has happened.  It was different in the days of CCT when councils had to put 

things out to tender and their motivation for supporting in-house bids was they did not really want to 

outsource and wanted to keep it in-house but they had to meet the law. 

 

You are not in that situation, though.  You do not have to outsource if you do not want to.  You can decide to 

keep things in-house.  If you have decided to outsource, why are you supporting an in-house bid?  That is the 

question. 

 

Len Duvall AM:  It is not as simple as that, is it?  It slightly depends on the nature of the business that you 

are looking at.  For the majority of the seven strands that the MPS is proposing, I probably would not have an 

in-house bid and look at other organisations where over the years they have. 

 

For repair and maintenance, the reason they kept in-house bids going was to get keener prices from other 

contractors.  That is one example of where you would.  For London bus services, they run an in-house 

commercial company to get keener prices from others and put them in a competition a bit.  For the rail services 

- and I do not think it has been particularly successful - Southeastern was one of the not-for-profit companies 

that was there to get keener prices and initiate competition.  It depends on the nature of the service that you 

are trying to do. 

 

Some of the arguments that you are putting forward about why you would put in an in-house bid or not are 

relevant.  Lazy management and incompetent management not being able to take the tough decisions is right.  

There are elements of that that have been around in the public service about managing those issues. 

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  What you are suggesting is a 

model where there is a mixed economy with direct provision and outsourced provision.  Part of the reason for 

keeping the in-house capability is to drive down prices, absolutely. 

 

Len Duvall AM:  One of the issues that I have been mindful of in some of these sensitive areas - because if 

we take crime-fighters, everyone is a crime-fighter and the backup of police officers in carrying out their duties 

is quite important - is that I might want to package the contract in way where I might parcel out three-quarters 

of it or whatever percentage of it to get some savings and I want savings first of all.  But in case it all goes 

wrong and where there have been failures in the private sector, I have an in-house capacity to bring it back 

and to rescue the issues if I do not have it right. 

 

There are some issues whether you have an in-house bid or not and it is not so straightforward.  In terms of 

when there is a contract failure, what is my wiggle-room to bring back and try to rescue that if it starts to go 

wrong? 



 

 

 

Stephen Knight AM (Deputy Chair):  That is more of a point than a question, but probably a well-made 

one. 

 

Len Duvall AM:  I would like to get your views on it because I do not think it is that straightforward. 

 

Stephen Knight AM (Deputy Chair):  It is a very interesting point. 

 

John Tizard (independent strategic advisor and commentator):  Can I just respond to that point?  

Certainly when I was responding to Mr Tracey’s question, it was in a sense assuming that the in-house bid was 

for the totality rather than for an element.  There may be a case for some of these services to look at packages 

that are two or three contracts, one of which would be in-house and two or three of which would have 

different external providers.  Again, it is a judgement that needs to be taken around individual services and 

what the benefits are going to be. 

 

Some of what you are describing can also be achieved in the way that Stephen [Hughes] described by setting 

up a trading company or setting up a social enterprise that may spin out.  There are different ways of achieving 

it.  However, resilience is an important one for particular services.  The other, of course, is to look at what level 

of competition there would be for some of these services.  For some of them, it seems to be much more 

apparent that there would be than there would be for others.  Actually, a trading company may give the 

advantage of starting to sell services to other police forces as well. 

 

Len Duvall AM:  As long as you get the costs down and right and you are comfortable with them. 

 

Stephen Knight AM (Deputy Chair):  A number of you have mentioned the issue about how it is really 

important to understand the current costs of the service really thoroughly before outsourcing.  One of the 

things that has struck me when I have seen outsourcing of processes in the local government sector is that 

quite often current costs seem to involve a lot of central overheads, everything from a portion of the chief 

executive’s salary to part of the cost of the mayoral car and all the way down.  Of course, even if you outsource 

a particular service, you do not lose any of those costs; you just shift them across to somewhere else. 

 

Is there a real importance in understanding the costs associated with the actual delivery and stripping off some 

of these artificial central overheads that you do not save by outsourcing anyway?  Is that an issue? 

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  Yes, it is really important and I 

agree that the Mayor’s chauffeur is a cost that you are always going to have to meet.  However, within those 

overheads will be other costs like payroll, finance, etc, which do have elements of transactional activity that 

support the service.  Part of the outsourcing must try to save that overhead because, otherwise, you are not 

getting the best out of what you could be doing.  I know it is difficult to do it, but you have to recognise that 

some of those support services are providing genuine services to the area that has been outsourced.  If you do 

not cut them back, you are going to be incurring additional costs that are unnecessary. 

 

John Tizard (independent strategic advisor and commentator):  You also need to factor in your costs of 

being a client.  If you are just doing a straight comparison of the cost of the delivery, some of your overheads 

are going to actually come back as client costs. 

 

Stephen Knight AM (Deputy Chair):  As client costs, indeed.  Good.   

 

Jenny Jones AM:  I am getting very nervous about the MPS being competent to outsource, I have to say. 



 

 

 

I wanted to ask about continuous, high-quality service.  It is obvious that all organisations want to maintain 

high quality but amongst the MPS the impact on society if it does not is going to be quite severe.  How would 

you recommend that it does that? 

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  To get quality of services? 

 

Jenny Jones AM:  Perhaps I can help you.  The Smith Institute highlighted a risk that the race to the bottom 

with the price of contracts can lead to poorer employment conditions and lower staff morale.  We really do not 

need lower staff morale at the MPS.  How would you advise them?  Presumably, it is the right contract but also 

you talked about performance managing. 

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  Yes.  It all depends on what you 

have written in the specification in the first place.  You will be writing a series of outputs or outcomes that you 

are expecting to achieve and within that will be a quality dimension. 

 

For example, for the customer services part, the outcome you would be talking about could be the extent to 

which inquiries were resolved at first attendance and the customer satisfaction ratings.  There is a whole series 

of things you could include in the calculation of whether you had that and it would be an element.  However, if 

you were particularly interested in staff welfare, etc, you could put in metrics around that as well.  You could 

have targets for them to achieve around staff turnover, for example, or -- 

 

Jenny Jones AM:  For example, terms and conditions like the Living Wage? 

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  You can specify those.  With 

the Social Value Act, you can include within the contract terms things that are non-commercial in a strict sense 

if they are there to achieve other social values within the contract.  It is not unusual.  You can specify the 

Living Wage as something that would be a minimum.  You could specify the numbers of apprenticeships that 

you wanted them to achieve.  You could specify -- 

 

Stephen Knight AM (Deputy Chair):  We have a question specifically on these sorts of issues later. 

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  The key issue is about writing 

into the contractual terms the quality of service that you want and then having a rigorous process for 

managing and implementing that, holding the contractor to account and delivering those outcomes. 

 

John Tizard (independent strategic advisor and commentator):  You also need to incentivise the 

contractors to deliver quality and continuous improvement.  It is better to incentivise them than to penalise 

them for doing the opposite.  You will get a better relationship. 

 

I go back to my earlier point, too.  You also need to have the competence and the quality on your client side to 

make the judgement as to what quality is.  During the procurement process, how many public sector 

procurements have I seen that set off with, “Quality is going to be absolutely the key and price is only 10% or 

15% of the scoring criteria”, and the pressure during the process to reverse that?  What you are doing is you 

are also setting up a provider effectively to fail because what the provider will not be able to do is to deliver 

the quality for the price you are willing to pay.  Therefore, you need to gain that understanding of what is 

possible. 

 



 

 

Jenny Jones AM:  Designing the contract is crucial to make absolutely sure of that and then to make sure 

you have the right people in place to manage it and incentives or carrots rather than sticks? 

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  Yes.  You just need to be clear 

about how you see the contract going forward.  There is a risk about designing the contract to deliver exactly 

what you want at this moment.  Yes, you want some savings now, you want this quality of service, you specify 

it in that way and that is what you get, but you have not thought about what you might want in years two, 

three and four.  It is about ensuring that you have thought about that and put that in.  Otherwise, you might 

end up in a situation - especially if it is a long contract and some of these may be - where you are deep into 

the contract and you have decided you are now paying too much for whatever it is.  Take it from me.  It is 

much harder to renegotiate a contract when you have someone in situ than to have thought about those issues 

at the beginning.  It may be variations on quality as well as on price, but this is about thinking of the dynamic 

of the contractual arrangements as well as just the imposition. 

 

Jenny Jones AM:  The length of contract could really be a crucial factor as well? 

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  The length of contract is 

important.  If you are going to have a long contract, you have to have some mechanism built in for how you 

are going to review and change some of the key parameters throughout that period.  It may be necessary.  For 

example, if there is a lot of investment upfront and the contractor needs a period of time to recover the cost of 

that, you may need to have a long contract, but you still have to manage those interim things. 

 

Private finance initiatives (PFIs) are a classic example whereby you have a 25-year contract with big capital 

costs but, because it is a service contract as well, you have a 25-year window-cleaning contract.  That is 

nonsense.  You have to have some mechanisms throughout the contract for managing every aspect over the 

period of time. 

 

Jenny Jones AM:  A review procedure? 

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  Yes. 

 

Kerry Hallard (Chief Executive, National Outsourcing Association):  It needs to go beyond metrics, key 

performance indicators (KPIs) and service level agreements (SLAs) as well.  We have an analogy we use a lot at 

the NOA, which is the ‘watermelon effect’.  That is when you have all your metric tables and everyone is 

ticking off their monthly reports and saying, “Yes, we have hit all of our KPIs”, and so everything is green, but 

the reality is that it is only green on the outside and inside it is bright red.  It is quite a nice analogy. 

 

That is where really mature governance models come in.  It is not just managing the metrics and reporting on 

the metrics.  It is going a lot deeper into the soul of the relationship and how everybody is feeling about the 

contract.  That needs to be measured and monitored as well. 

 

John Tizard (independent strategic advisor and commentator):  Just to add - and I am not going to 

have a fruit analogy - that what you do need also to do is to ensure that when you set the quality standards 

and targets, you have engaged a range of stakeholders.  Again, the real risk is that the provider will say, “I am 

hitting 98% or 99% of our quality targets”, but the public, the staff or the stakeholders actually think it is a 

pretty poor service because there is a disconnect between the quality that has been set in the contract and 

how users of the service or those who relate to the service measure it.  Those things must be aligned. 

 



 

 

Kerry Hallard (Chief Executive, National Outsourcing Association):  That is why there is a big focus on 

outcomes rather than outputs.  You want to make sure that you are really measuring outcomes with the 

provider rather than outputs.  People can do lots of transactions, as John said, even if the overall outcome is 

not right. 

 

Looking at the BBC, which is one of our award-winning contracts, it outsourced its television licensing debt 

collection.  Obviously one of the main objectives was to collect the debt much more cost-efficiently and 

another key metric was to collect it much faster so that the money was in the BBC’s bank account rather than 

on its debt sheet.  However, then the overriding objective for the BBC was its reputation and monitoring the 

reputation of BBC licensing.  That was the overriding objective that the service provider was actually monitored 

on.  You really have to look at the soft outcomes that you want to get rather than just the transactional metrics 

that you are looking for. 

 

The Cleveland Police is another example.  I do not know whether you have actually looked at the outsourcing 

of the Cleveland Police.  It started off with the outsourcing of its command-and-control centre and the overall 

objective was just to take 40 officers who were behind the desks in command-and-control and put them back 

on the streets.  That was the initial objective.  However, then the ongoing benefit turned out to be the 

satisfaction of all the people who had called into the command-and-control centre and how they were dealt 

with empathetically, sensitively and all of those sorts of things.  They became key metrics for the outsourcing 

rather than just how quickly they were answering the phones.  Soft things are really important. 

 

Jenny Jones AM:  The New Economics Foundation gives an example where private prisons have held a higher 

proportion of their prisoners in overcrowded accommodation than public-sector prisons every year for the past 

15 years.  It does seem, that ought to have perhaps been a metric that they might have measured, the impact 

on society and on the staff and so on.  How can those things -- 

 

John Tizard (independent strategic advisor and commentator):  That is a question that needs to be 

directed as much at the Ministry of Justice as at the providers of the services. 

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  Quite, yes.  I would say that.  It 

is not clear to me that it follows that that outcome came as a consequence of outsourcing.  It does not seem to 

me that that is the case at all.  You could specify a level of occupation as part of the contractual terms.  The 

consequence may have been that when the Ministry of Justice sent more prisoners along there was nowhere to 

put them, but that is a different outcome from the one that was envisaged. 

 

Kerry Hallard (Chief Executive, National Outsourcing Association):  You can contract for anything these 

days.  You can contract for anything, but you have to expect that there are going to repercussions on the cost 

savings that you are going to be able to make.  It is the quid pro quo in the whole thing. 

 

Valerie Shawcross CBE AM:  We have covered a little bit of this ground and so perhaps we could focus a bit 

on the MPS and the Mayor’s Office for Policing and Crime (MOPAC) specifically. 

 

What we have heard and what we understand anyway from our experience is that outsourcing can be done well 

or badly.  It can be monitored and controlled well or badly.  Sometimes things you think are going well but 

there is a side that people had not anticipated and a risk or an event and suddenly you discover that the levers 

and tools you need to fix it are not there in the contract.  We all understand that the way the public sector 

goes about outsourcing is absolutely fundamental to its success or failure. 

 



 

 

Looking at the MPS, it has accepted in public that there have been many instances in the past when its 

contractual relationships with the private sector have not been as well-run as they could have been.  Just as a 

member of the public and as a politician, I have observed that.  Very often, we see really superb police officers 

with appalling back-of-house support.  It is shocking, really, that there has been a terrible unevenness 

sometimes.  I think we are all interested in seeing how MOPAC and the MPS can actually get better value out 

of its contracts and go about the process of defining its outsourcing contracts better. 

 

How would MOPAC and the MPS go about upgrading its functionality in terms of its ability to be a superb 

client and its ability to design its contracts and to do its strategy for outsourcing better and then manage the 

contracts that it has better?  What does it need to do to raise its game and to meet this challenge? 

 

Kerry Hallard (Chief Executive, National Outsourcing Association):  It all starts off with professional 

development.  There is a clear skills deficit that has been highlight numerous times and we have not seen, from 

all the discussions that we have had, a lot of effort being put into actually fixing that. 

 

We term outsourcing as, on the whole, an ‘accidental’ profession.  Nobody leaves school and says, “I want to 

be an outsourcing professional”.  They just fall into it.  One day they are doing one job and the next day they 

are managing a really significant contract without having had any training or development in how to actually 

handle it.  Then that individual is pitched against somebody who has been working for the last 30 years at IBM, 

has been trained to death, is very highly incentivised, has a very significant pay-packet and has significant 

bonuses paid for closing contracts and growing the scope of contracts.  It is a little bit like pitching Renaldo 

against a player from the third division. 

 

We have to just get a lot more parity and to know that those managing the contracts in the MPS really have 

parity with those in the private sector.  At the moment, it does not exist and that is because there is not 

enough investment in the professional development of the people you have.  We are hearing that.  We are 

going out to the public sector and we have forums on this exact subject.  They are saying that there are usually 

mandates saying you can have no external hires and so you have to hire from within and that the competence 

is not naturally there to actually hire from.  It is a problem. 

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  That is right.  It is about how 

this is a profession and you need professionals to do it.  Actually, there are two sets of professionals.  There are 

those who are experts on procurement and by that I definitely do not mean that they know the law, although 

that is helpful.  They know how to get value out of the procurement process and that is an absolute skillset. 

 

There is more than one way to crack an egg in this business.  You do not have to just go straight outsourcing.  

There are other things.  You need someone who is thinking quite carefully about procurement or 

commissioning in its broadest sense.  Part of that - and we have not mentioned yet but it really quite critical - 

is about skills around category management and around being able to manage different types of purchase 

across the organisation in a consistent way and in a way that drives out the value from that.  That is really 

important. 

 

What I would say is that you are absolutely right that when you come in to do the sales piece you are up 

against top professionals.  The risk is associated with when they actually run the contract and they put 

somebody in and the person actually managing the contract is nowhere like the same degree of calibre.  That is 

about the real investment - and the public sector is not good at this - and putting in sufficient investment in 

the contract management side of things.  There is a tendency to think, “We have outsourced and so we do not 

need any management anymore”, or, “The procurement people who have done the procurement are the 



 

 

people who are going to make sure the contract terms are still followed”, or, “It is a legal process.  Have we 

ticked all the boxes?  Are we doing that?” 

 

It is really important that you get the governance around contractual management and the capability around it 

absolutely right.  That is about ensuring there is proper accountability and that whoever is delivering the 

services comes into committees like this.  I do not know whether this is the right one, but it is about being 

confronted by Members who are drawing their evidence from members of the public or from elsewhere in the 

organisation and about you being properly supported by an officer corps that understands the business it is 

managing and is at least - if not better - as professional at doing the job as the people who are delivering. 

 

Stephen Knight AM (Deputy Chair):  Is there not an inherent inefficiency in having two sets of managers 

instead of one set of managers, one on the client side and one on the provider’s side? 

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  It is an additional cost, but you 

have saved the fact that you are no longer having to do all of this direct management.  In a sense -- 

 

Stephen Knight AM (Deputy Chair):  You still have to have a manager who understands it even though 

they are not managing it. 

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  They have to understand it, 

yes.  They have to understand the business that they are managing.  Otherwise, they will be fobbed off. 

 

John Tizard (independent strategic advisor and commentator):  They also have to keep themselves 

contemporary in their understanding.  It is not their understanding on the day the ten-year contract was let.  

They actually have to continue. 

 

Just picking up on what my two colleagues have said, it seems to me - and I cannot speak specifically about 

MOPAC or the MPS because I do not know them intimately - that it is about building -- 

 

Valerie Shawcross CBE AM:  It could be any organisation that recognises that it needs to put itself better in 

the driving seat to do this.  How does it built the capacity to do that? 

 

John Tizard (independent strategic advisor and commentator):  Yes.  It is about building commercial 

skills and commercial nous. 

 

Valerie Shawcross CBE AM:  How do you go about that? 

 

John Tizard (independent strategic advisor and commentator):  You can have professional 

development.  You also have to recruit people in who have that skill and understand the people they are going 

to be negotiating with and dealing with.  You do not necessarily have to pay them at quite the same level of 

pay and there are other ways of achieving that element. 

 

It is also important that the other senior leaders in the organisation, although they will not have to be 

commercially skilled and they will not necessarily have to be procurement skilled, understand the process and 

appreciate it.  What they do not do in a sense is outsource the process to the procurement team and leave it.  

That often is the case and they are ultimately held to account.  Ultimately, for these contracts, the 

Commissioner of Police needs to be held to account and he, in turn, needs to hold officers and officials within 

his organisation to account.  I have seen it too often, particularly in local government, when it is not the 

‘Stephen’ [Hughes] who would be held to account; it would be someone down the line.  That does not work in 



 

 

that sense.  It is again - and we must come on to it when we talk about accountability - the role of scrutiny and 

the role of politicians questioning and challenging not just the provider but the client throughout the length of 

the contract. 

 

Stephen Knight AM (Deputy Chair):  On this issue of the strength of the client versus the provider side, in 

the case of, say, outsourcing a HR department when you have potentially a director or head of HR at the 

moment, does that role go with the provider or does it stay with the client?  Is that the sort of decision that 

you have to take? 

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  Yes.  For something like HR or 

finance, the transactional part of the business is ripe for being done outside.  What you do not want to lose is 

the capacity to give strategic advice.  You still need a director of finance who is a direct employee.  You need a 

head of HR or someone with that skillset who can give you proper advice.  Outsourcing -- 

 

Stephen Knight AM (Deputy Chair):  The head of HR stays in the organisation? 

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  Yes, or some capability.  

Outsourcing strategy is a difficult thing to do because, actually, it is integral to the organisation.  It is what the 

organisation is about.  You cannot outsource everything.  I think it was Nicholas Ridley [Secretary of State for 

the Environment 1986-89] who said, “All we need to do is meet once a year and let all the contracts”.  It never 

was like that.  Apologies to anyone who is a supporter Nicholas Ridley, but it never was.  You cannot do it like 

that.  You have to have some absolutely key skills within the organisation yourself. 

 

Kerry Hallard (Chief Executive, National Outsourcing Association):  What we always recommend is that 

you look at your exit before you even sign a contract.  Exits are really the key and you need to know what you 

want back.  That helps you work out what sort of retained team you need to keep and what sort of skills you 

need to keep in-house.  Having clear visibility on those matters is critical. 

 

 We were talking about contract management.  What we are seeing the greatest demand for in our professional 

development is relationship management.  It is much more important.  Again, it is the soft things.  It is the 

people in the outsourcing that is absolutely critical.  Yes, you contract-manage and that gives you the 

‘watermelon effect’.  It is relationship management that gives you the real value when you have strategically 

aligned objectives and you have joint senior governance and that starts delivering real value. 

 

Valerie Shawcross CBE AM:  There is a clear view that you have to go for an upfront investment in the 

people, the skills and the capacity before you commit to this whole process. 

 

There was a bit of discussion earlier on about transparency.  There has been a recommendation from the 

Chartered Institute of Public Finance and Accountancy (CIPFA) that there should be open-book contract 

management so that you can take the back off the machine and see where all the money is.  Do you agree that 

that is advantageous or does it just cause you extra work and extra clients and costs and really are not worth 

it? 

 

John Tizard (independent strategic advisor and commentator):  I would suggest it is essential, not just 

advantageous.  However, you need to have very clear accounting standards that are agreed by both parties.  I 

would suggest - and this goes beyond CIPFA but Stephen [Hughes] will know what the CIPFA position is - you 

need some ability to have an independent audit of the open book.  You need to understand money flows and 

internal trading within your outsource provider because it is not uncommon for outsource providers to have 

internal market mechanisms where they are making their big margins and therefore the declared margins will 



 

 

be considerably less.  You need to really understand that business model in some detail.  Again, you need to 

have the people who have the calibre to do that.  You need an openness that goes throughout the whole 

process.  I would suggest - not least because of public accountability - that some independent audit is 

essential.  You need to absolutely clarify that what you have in an open book is right.  You also need to clarify 

that there has been no collusion between the client and the provider because they both have a vested interest 

in declaring a particular outcome. 

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  I absolutely agree it is essential.  

Why you would let a contract without open-book standards I do not know, but just taking the back off a 

machine does not mean to say you know how the machine works.  That is why I do agree with John [Tizard] on 

that other point.   

 

One of the last things I did at Birmingham was a major renegotiation of a contract.  We had open-book 

accounting but it was extremely difficult to get them to answer the question, “We are paying you all these 

pound notes.  What are we buying with them?”  It was difficult to follow what we were getting in their internal 

mechanisms because they did not account for stuff like that in that way.  Not knowing what they were 

spending our money on made it hard to decide what things we were going to reduce in the specification or 

how we were going to change the nature of the contractual arrangements. 

 

Open-book accounting is essential but not sufficient.  You have to go beyond that to get to specify something 

about how you want the accounting arrangements to be done so that you can actually see, as John was saying, 

where the money is actually going. 

 

Kerry Hallard (Chief Executive, National Outsourcing Association):  I will cast a slightly different view 

on all of that.  We are just revising the industry code of conduct.  We have put forward whether we should put 

open-book accounting within it.  It has been rejected wholeheartedly by the service provider community.  They 

do not want open-book accounting to a large degree.  The reason they have cited for that is, because the 

models of outsourcing are changing so much with outcome-based pricing and gain share models, they feel that 

a lot of their pricing mechanisms are their intellectual property and they do not feel they should have to share 

all of that information.   

 

Also, there is the question that some of their accounts are winners.  There are decent profit margins made on 

some of their contracts.  Others are loss leaders.  You have a quid pro quo sometimes for the really big service 

providers that are actually quite prolific in the public sector.  What happens to the ones they are actually 

making hardly any margin on?  They gets left alone.  All the ones that they are making decent margins on 

come under scrutiny and the margins are looked at to be cut.  They already have a balancing equation going 

on in their own minds.   

 

Then, finally, if the objective at the outset was to make a 15% or 20% saving and that 15% or 20% saving is 

made, does it really matter exactly how that saving is made?  You knew what good looked like and good 

looked like a 15% saving.  Suddenly that is no longer good, because you find out that they are making much 

more profit on it than you thought.   

 

There is a fear - and I am talking for our service provider community here - that really detailed open-book 

accounting could actually drive inefficiencies back in.  Why work really hard to get all the efficiencies if they 

are going to be scrutinised and you are not going to be able to keep some of those efficiencies?  There is a 

fear that it could actually start -- 

 

Valerie Shawcross CBE AM:  It is about finding a balance of the right amount of information. 



 

 

 

Kerry Hallard (Chief Executive, National Outsourcing Association):  It is. 

 

Valerie Shawcross CBE AM:  Two of the biggest disasters I have seen in the City Hall system in the last 

15 years have both been about subcontracting strategies.  Certainly the upgrade of the Tube was essentially an 

arrangement put in place whereby the head contractor had a set of relationships with partners that were not 

proper subcontracting arrangements.  There was no incentivisation for efficiency with subcontractors; just the 

opposite.  It was too cosy.  The other one was the Fire Brigade doing an enormous project to put a training 

facility in at Halcrow and the headline contractor completely messed up its subcontracting arrangements.  It 

had people putting in electrics before structural people came in.   

 

The subcontracting strategy seems to me to be absolutely crucial and can fundamentally dissolve what you are 

trying to achieve if that is not right.  Do you think the open-book arrangement should cover what those 

strategic arrangements are for the rest of the subcontracting?  Increasingly, we are seeing outsourcing to 

groups of organisations or private-sector purpose-created vehicles that have a number of different 

organisations within the group.  You might think you have a contract with a headline organisation but there 

are huge differences in the nature of the sub-relationships within that family group.  Can we see that through 

open-book and is that something you recommend? 

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  Some of that stuff about 

subcontracting, particularly when you have contracted with a headliner and they are then subcontracting to 

other elements within the same group, is a classic way of obfuscating what you are actually paying for. 

 

Valerie Shawcross CBE AM:  It is a bit like transfer pricing. 

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  Yes.  You may have a 

contractual price that you can only make 5% profit and 5% on overheads, but through the subcontracting 

arrangements they are making much greater sums or can do.   

 

That is why I entirely disagree with what Kerry [Hallard] said about having transparency.  All of those 

arguments, with the greatest respect, sound like arguments for hiding how you make profits rather than being 

transparent about it.  I am not against acknowledging that there is a price associated with using the private 

sector and you need to be clear about what that is.  You do need to be clear about what it is.  It does not do 

the outsourcing market any favours for examples to come out where the profit margins are 20 or 30% on 

something when public money is funding that.   

To take the Fire Brigade example you gave, it sounds like poor project management rather than anything else.  

I would hope that the head contractor picked up the tab associated with that. 

 

Valerie Shawcross CBE AM:  It was sued successfully. 

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  They should have rectified it 

within the original pricing. 

 

Valerie Shawcross CBE AM:  I know, but it was still a very problematic situation.  You need to see 

immediately if what is on offer to you is fundamentally going to work in terms of the relationships within the 

private sector group. 

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  As I said, the Fire Brigade case, 

from what you have described, sounds like something that ought to have been managed through the 



 

 

procurement process rather than coming up at later date, rather than just the fact that it was subcontracted.  

The other example you gave whereby you have a number of different companies within the same group is 

something that is really quite important to keep on top of. 

 

Jenny Jones AM:  The wear and tear on all the Fire Authority members. 

 

Valerie Shawcross CBE AM:  The issue of reputational risk I see as really important.  The fact is that as soon 

as you go to the lawyers the first thing they do is start paying you to be quiet.  I am sure there are lots of 

disasters in the public-private sector relationship world that have been hidden behind gagging clauses and 

payoffs.  There is, again, a transparency issue. 

 

John Tizard (independent strategic advisor and commentator):  The transparency has to go through the 

supply chain and I was making that point earlier. 

 

Joanne McCartney AM:  I am going to ask about the impact on staff.  Obviously, if some of these areas are 

outsourced, there is a direct impact on staff.  I would like to start with a general question to all of you.  What 

are the opportunities but also the threats or risks to staffing?   

 

John Tizard (independent strategic advisor and commentator):  The opportunities to staff can be to 

move into an organisation for which their skills and their contribution are much more core.  Therefore, there 

may well be better promotion opportunities and better recognition of the role they play because of their 

particular function.  

 

The threats are - particularly if you are looking at cost reduction - that there is pressure on terms and 

conditions.  Although staff will have TUPE protection, the Coalition Government removed the two-tier code 

protection and new recruits can now be recruited on terms that are less advantageous to the staff than the 

existing staff.  You can insist - as a public sector client, of course - that all new recruits will be on the 

equivalent of TUPE if you wish to do so.  You can insist on a living wage.  You can insist on a range of things, 

but you need to build those into the contract.  You also need to be monitoring how those are being 

implemented.  You need to ensure that all whistleblowing policies and other processes and procedures are in 

the contractor’s employment arrangements in order that there can be that transparency. 

 

The real risk is - and you see it all too often - that the public sector - and indeed the private sector - 

outsources and then ceases to have any responsibility for the staff it has moved.  Clearly it is not the employer 

anymore, but I would suggest it still has some form of duty of care, particularly if that is built into the contract. 

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  I entirely agree with that.  In 

my experience of outsourcing arrangements taking place, there has usually been quite a lot of worry - not to 

say resistance - from staff who are at risk of being TUPE’d.  In every case, in fact - I cannot think of one where 

it did not happen - once that transfer had taken place and they had been in the new organisation for a time, 

the reaction was almost universally positive.  They felt that actually they were getting more attention.  They 

were getting better developmental opportunities.  Particularly where they were in professional arrangements, 

they had a wider range of opportunities. 

 

Partly it was about having a better focus and understanding of what their role was.  You would think within an 

organisation you would know what the purpose of the organisation was, but when you are in something that is 

a subsection of that and they are really focused, you can be very clear about what the objectives are for that 

part.  Generally speaking, outsourcing arrangements help staff but it takes a while for that to take effect. 

 



 

 

Kerry Hallard (Chief Executive, National Outsourcing Association):  I just have to agree completely.  

Our research shows that post-TUPE job satisfaction increases on average.   

 

Joanne McCartney AM:  There is the danger - and you highlighted it, John - that a two-tier workforce can 

develop, particularly if new recruits are taken on less-favourable terms. 

 

John Tizard (independent strategic advisor and commentator):  That could be greater in the low-skill 

areas.  It may well be that in some of the professional areas and areas like IT and finance, the staff actually get 

improved pay in terms of provisions because that is what the market is setting.  All too often for low-skilled 

activity, that is where the real pressure comes. 

 

Joanne McCartney AM:  Presumably the MPS could mitigate any risk by building into the contract those soft 

outcomes you have talked about: staff satisfaction, customer satisfaction, whatever. 

 

Kerry Hallard (Chief Executive, National Outsourcing Association):  Attrition levels and all of those 

sorts of things can be built in. 

 

John Tizard (independent strategic advisor and commentator):  It can also build in some hard things 

like levels of pay and so on. 

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  Even if you are going to allow 

changes in terms and conditions, you need to be able to capture that effect.  What you do not want to do is 

TUPE across on a living wage or whatever plus pension rights and all sorts of other things and then allow the 

contractor to remove all those benefits and not see any benefit to yourself in terms of the pricing arrangement.  

I am just being a bit mercenary there.  That does not mean to say you can stop any of that happening by being 

clear about what you want terms and conditions to be. 

 

Joanne McCartney AM:  Thank you.  How do you think the MPS should manage change effectively, 

particularly with regards to staffing, if it is outsourcing?  What needs to occur before that takes place? 

 

John Tizard (independent strategic advisor and commentator):  It is very important that there is very 

clear clarity of objectives and that staff are involved in the process and that there is consultation.  There is no 

reason why staff and their representatives cannot be involved in the procurement process as well so that they 

are having an input and also having the opportunity to talk to staff who may have gone through a similar 

experience in a different organisation with the bidders, for example.  You would expect bidders to be willing to 

talk both to staff and to trade unions as part of the process.  If they are not, it raises issues that you would 

want to raise questions about.  There is something about the engagement of staff.  It is being very clear about 

what the MPS expects in terms of employment conditions and attitude towards staffing from all the bidders 

and that is taken seriously in the process and not just, in a sense, put there as gloss.  It is actually core to the 

decision-making process. 

 

Joanne McCartney AM:  The MPS is very good at consulting - engaging, they call it - after decisions have 

been taken. 

 

John Tizard (independent strategic advisor and commentator):  I am talking about engaging as part of 

the process. 

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  Absolutely.  I agree with 

everything John has just said.   



 

 

 

The one thing I have learned through change programmes is that you can never do enough communication.  

You absolutely cannot.  No matter how big a communication programme you have done, it is still not enough.  

That is guaranteed.  It is about doing it at lots of different levels.  It is about having some general messages 

about the nature of the change and why it is happening so that people have that understanding.  It is also 

about being very specific about what is going to impact on a very small group of staff, being very tight and not 

just limiting it to the generality of conversation, being clear about what the design is going to be post the 

change and making sure that is working.   

 

It is also about being sure that you are not just using one sort of method.  A classic mistake is, “We will send an 

email to everybody”, and you find out that 50% of your staff work out in the field and do not have an email or 

something like that.  Everyone likes to hear news in different ways.  Most people prefer to see it face-to-face.  

That can be difficult.  You have to think about the communication channels and not just simply see 

engagement and consultation as a rote exercise, “That is something we have to do in the project plan.  We 

have done these things.  We have done that”.  Absolutely critical to a successful change is the degree to which 

you are communicating with your staff and giving them opportunities to feed back.  It makes all the difference. 

 

Joanne McCartney AM:  Should they be part of assessing the potential bidders? 

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  Yes, absolutely. 

 

Joanne McCartney AM:  Particularly, I am interested in, if a decision is made to outsource and a provider is 

chosen, at what stage that provider should come in and talk to existing staff. 

 

Kerry Hallard (Chief Executive, National Outsourcing Association):  Before they are even chosen.  I 

agree: get them involved in the decision-making process to a degree.   

 

Joanne McCartney AM:  My last question really is whether you can identify for us any programmes or 

examples of best practice that the MPS could look to and talk to about successful outsourcing programmes, 

particularly how to do this change with staff.  Are there any good examples? 

 

Kerry Hallard (Chief Executive, National Outsourcing Association):  We have about 300 case studies in 

our repository that we make fully available for everybody to look at.  We also set up one-to-one briefings with 

peers if they really want to speak about how they have been using outsourcing to best effect.  It is a 

facilitation service that we provide at the NOA to help make sure everybody knows how to outsource to best 

effect by sharing best practice amongst each other.   

 

Then, of course, we have our own professional development programmes that cover the entire lifecycle of 

outsourcing from strategic leadership right through to the transition and change side of things.  That is to 

make sure people really know how to manage the lifecycle of outsourcing. 

Stephen Hughes (former Chief Executive of Birmingham City Council):  I am sure that is brilliant.  My 

point on it is slightly wider.  All of this is about major changes.  One of the things that we did in Birmingham 

when we went through the business transformation programme was to establish a methodology for change 

management in the public sector.  It is called CHAMPS 2 (Change Management for the Public Sector).  It is 

now accredited by the same people who accredited PRINCE (Projects in Controlled Environments).  It is freely 

available.  I recommend at the very least you look at it because it was about all of the stages you need to take 

in making change.  That is not just about the procurement and outsourcing piece if that is a part of it.  It is also 

about being clear about what your objectives are, system design, the communication process and all of the 



 

 

different stages that you need to do to have a successful change management programme.  I suggest someone 

at least has a look at it. 

 

Joanne McCartney AM:  If the MPS is hiving off bits of its business, if you like, I suspect the morale of staff 

that are staying in-house may well suffer because of the level of uncertainty.  What message should the MPS 

be giving to those staff at the same time as it is consulting with the staff that may be subject to change? 

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  I imagine that the staff that are 

staying are also going to be subject to significant change programmes as well.  The communication I was 

talking about needs to be across the organisation as a whole, not just simply for those who are subject to the 

particular change.  Everyone has to understand the purpose of the organisation, why it is changing and what 

the nature of the changes are so that they can see their own part within that. 

 

Joanne McCartney AM:  We will not probably know until next month the scale of the cuts the MPS has to 

face but it looks like it is around £800 million.  That means by 2020 it will have reduced its costs by a third.  

We are also expecting - because politicians tend to do this - that they will frontload some of those savings to 

years one and two, which means planning is more difficult, especially that medium to long-term planning.   

 

Could you tell us a little bit about the risks and what the MPS will have to do to make sure it does not just cut 

and go for best price initially because there are obviously inherent risks in that frontloading of savings? 

 

John Tizard (independent strategic advisor and commentator):  It needs to be absolutely confident if it 

is going to outsource that it is going to make significant savings and that those savings are going to be of such 

a magnitude that it is worth going through the cost and disruption of the process itself.  If it is looking for 

savings next year and the year after, it is unlikely that any outsourcing is going to deliver them.  For the kind of 

service here and its scale, the procurement process is likely to be 12 or 18 months, I would suggest.  It may be 

able to negotiate potentially with providers to offer savings - if it is a ten-year contract - upfront but there will 

be costs associated with that.  That, again, goes back to the ability to have those very intricate commercial 

conversations with providers about what is going to be possible.  Outsourcing is not going to solve issues for 

2015/16 or 2016/17 if the process has not started. 

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  Absolutely.  You need to have 

thought ahead of what is happening to make savings through outsourcing.   

 

I noticed in the note that comes with this you liberally quote from the article I wrote called Enabling Change, 

which I am very grateful for.  It sets out six broad ways in which you can save money and some indication of 

which ones have been used.  Number one, slightly pejoratively, is slash-and-burn.  It is what most of people 

have done to create most of the savings.  The reason for that is you are up against it and you cut what you 

can.  You run the risk of cutting things that will come back and bite you later and reducing your capacity to 

make further change down the line.  It is a risky one.  Planning how you are going to do these things is really 

critically important. 

 

Kerry Hallard (Chief Executive, National Outsourcing Association):  You also have a gap if you are 

remunerating the service provider through the length of that contract.  There can be a risk that if the vast 

majority of the revenue comes to it at the time it is making the vast majority of the cost savings, its interest in 

the contract can tail off.  That has to be contracted. 

 



 

 

Len Duvall AM:  It is around the Public Services (Social Value) Act.  We have worked out what can go in and 

what cannot go in.  Can I just focus on the area of - and of course, that is going to be the bottom line - 

whether you are getting your savings or not?  You have to make some judgements. 

 

One of the areas in terms of public organisations is the issue around skills and apprenticeships and making sure 

contractors take those on at every level.  Do you have any examples of the issue of apprenticeships, if you are 

wanting to put those into the contract and specify those?  A good thing?  A bad thing?  Indifferent?  What are 

your views around that?  Should we be pursuing that? 

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  For large-scale outsourcing, 

you should have requirements in there around apprenticeships and skills.  The best people will want to put 

them in in any case. 

 

For example, one of the things we did over the last few years was to build a new library in Birmingham.  Part of 

that was an agreement around not just an apprenticeship programme but local employment and where the 

staff were going to be recruited from.  That became standard practice.  Not just in that contract but in all of 

the contracts we thought about how we lever in additional value to achieve some of these benefits.  It should 

be part of the process. 

 

John Tizard (independent strategic advisor and commentator):  I would concur with that.  To spare his 

blushes, one of the best strategies and policies for implementing social value of any local authority is at the 

City of Birmingham Council.  It is certainly worth looking at what they achieved.   

 

Kerry Hallard (Chief Executive, National Outsourcing Association):  We would applaud it, absolutely.  

At the end of the day the United Kingdom has a very significant skills crisis.  We have a huge opportunity for 

the United Kingdom to be a global strategic hub for outsourcing and service delivery.  We cannot fulfil on that 

at all, which is the reason why we offshore far too much of our work.  Focusing on developing the talent the 

United Kingdom has is absolutely central to success. 

 

Joanne McCartney AM:  I wanted to pick up on one issue and it is something, Stephen, you mentioned a 

little earlier when we were talking about reducing costs.  You raised the possibility that costs necessarily might 

not be reduced unless staff were based outside London because you have to pay staff more in London than 

elsewhere.  It seems to me that whilst you may be able to have staff based elsewhere for things like finance, 

HR and payroll, others such as command-and-control systems are something where you would want to have 

staff based in the London area to know where you are sending your officers to or whatever.  That local and 

London knowledge is going to be vital.  Is that what you were referring to earlier? 

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  Actually, it was John [Tizard] 

who mentioned offshoring.  There was also this other phrase used, ‘north-shoring’, where you put the jobs up 

north.   

 

Some things need absolute local delivery.  You can hardly have a vehicle maintenance programme based in 

Mumbai because you need the vehicles in London and so it makes sense.  With IT, an awful lot of things can be 

shifted a distance.  I do not know enough about command-and-control systems to know whether or not they 

can be moved.  I do know when our local taxi firm moved its contractor from Birmingham to Liverpool, it 

collapsed because they had no idea how the street map worked.  Even though you can physically move them, 

sometimes they do not work.  That is why people who have put things in India have found they have had to 

bring them back because of cultural and other differences.  It depends.  That is the answer.  You can make 

savings that way.   



 

 

There is a political dimension to it, certainly less so in London where there is not necessarily the demand to get 

jobs for everybody.  Outside of London, something like offshoring can be very politically sensitive.  If the 

whole purpose of the organisation is to create more jobs in the local economy, why are you, as the person who 

is leading that, sending them elsewhere?  That can be a problem but it is less of a problem in a London 

context.   

 

Kerry Hallard (Chief Executive, National Outsourcing Association):  I do not remember 100% from the 

Cleveland case study but I am pretty certain that when it outsourced its command-and-control centre, it ended 

up becoming a shared service centre and five other forces joined in with Cleveland.  It was based on the fact 

that it had exceptional global positioning system technology that enabled it to see localities and be able to act 

as if they were local to the area.  It was something along those lines.  It might be well worth looking at. 

 

Stephen Knight AM (Deputy Chair): Finally, Gareth is going to ask a question about governance and 

transparency.  We have covered some of those from the procurement perspective but this is broader to the 

organisation as a whole. 

 

Gareth Bacon AM:  Transparency and openness, particularly around governance, is something that gets 

politicians quite excited when we talk about outsourcing.  Does it necessarily follow that with private 

companies being brought in to deliver services for the public sector, transparency and openness will be 

adversely affected? 

 

John Tizard (independent strategic advisor and commentator):  It does not have to.  In this case the 

MPS has to be very clear at the outset about the level of transparency, disclosure and accountability it expects 

from its providers.  In my experience, often it is the public sector client sometimes more than the private sector 

provider that does not want transparency.  The MPS has to be very clear about what it wants.  The contracts 

themselves can be published.  Certainly Transport for London does that already.   

 

Gareth Bacon AM:  Sometimes. 

 

John Tizard (independent strategic advisor and commentator):  Sometimes, but what I am saying is the 

principle is there.  You can publish performance data.  You can build in the right of committees such as this to 

have before them both provider and client.   

 

The Freedom of Information Act does not currently apply to providers.  Many of us think it should do.  

However, again, you can make the equivalent requirement as part of the contract.  There is a lot you can do as 

a public sector client to ensure transparency, disclosure and accountability.  That would be a criterion.  If some 

providers do not want that, you would have others to choose from. 

 

Gareth Bacon AM:  In this case - because we are talking about the MPS - it would be down to the MPS to 

build that into the contracts and its expectations. 

 

John Tizard (independent strategic advisor and commentator):  It is down to the MPS but I imagine 

that the Assembly, given its responsibility in terms of accountability and transparency, may want to influence 

that outcome and the approach the MPS adopts. 

 

Gareth Bacon AM:  Yes, I strongly suspect you are right.  That is exactly what we would want to do.  The 

difficulty for us, I suppose, is if the contract is put together by the MPS we do not know the full ins and outs 

of it.  Further down the line, once the contract is in operation, the MPS could say, “We cannot answer that 

question because it is subject to commercial confidentiality”.  We have had that many times.   



 

 

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  You have confidential sessions, 

do you not?  I would imagine that through your normal governance there is nothing that the internal 

management of the organisation can say you cannot -- 

 

Gareth Bacon AM:  You have a good imagination. 

 

Valerie Shawcross CBE AM:  If only that were true, Stephen.   

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  John [Tizard] made the point 

that contracts can be published.  My understanding is the law on that is changing and they will have to be 

published.  The issue, though, is the extent to which they are adapted.  It is about getting agreement around 

the redaction.  Sometimes the most useful stuff is redacted, surprisingly enough.   

 

Also, it is being clear about the difference between - if I can use this - data and information.  You might want 

to require it every time it spends £500 to publish it.  If you have a very long list with lots of £500 and it is in a 

particularly unhelpful format, you might as well recycle it in terms of adding any value.  It is thinking about 

how the information you want is going to be provided, as well as just saying it needs to be provided, so that it 

is actually useful to you in understanding how the operation comes.   

 

Essentially, it is what is in the contract.  If contractors do not like that, they have the option not to bid, of 

course, or they can negotiate through the contractual process.   

 

Gareth Bacon AM:  In your view, it is very much in the hands of the MPS how it draws the contracts up and 

what stipulations are put in it and it is down to the Assembly to influence the MPS favourably in that regard? 

 

Stephen Hughes (former Chief Executive of Birmingham City Council):  Yes, I think so.   

 

Stephen Knight AM (Deputy Chair):  We have exhausted all of our questions.  Can I thank all three of our 

guests for coming along this morning and giving up their time to answer our questions and help our 

investigation?  Thank you very much indeed. 

 


