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minimum time that should be allowed. This has the benefit of giving Ministers an
opportunity to discuss the Submission with colleagues prior to its formal
consideration in Cabinet, and resolve any policy issues.

Where Submissions do not abide by the Cabinet Handbook they should be rejected by
the Cabinet Office, unless explicit agreement is given by the Chief Minister that the
item being considered is absolutely essential and meets the financial guidelines for
offsets being explicitly identified.

Recommendation 9: in relation to the development and lodgement of Cabinet
Submissions:

e Departments develop Submissions in consultation with their Ministers, and
other departments with a key interest in the policy matter;

e formal co-ordination comments on the final version of the Submission be
provided in accordance with the Cabinet Handbook; and

e the Cabinet Office reject any Submissions that do not abide by the Cabinet
guidelines, including financial impacts.

Strategic Focus and Timing

Since October 2004, Cabinet has considered more than 300 submissions and made
more than 600 individual decisions. Whilst the administration around Submissions
(seven-day rule, clearance rates etc) has improved, greater emphasis is requir ed to
contain Cabinet’s focus on str. ategic global matters.

A starting point is to determine whether Cabinet consideration is essential, or whether
consultation and agreement between Ministers and agencies would suffice. The use
of correspondence as an alternate means of settling a matter should be applied,
particularly when there is full agreement.

More importantly, many submissions with substantial budget implications are being
brought for consideration outside of the Budget process. While this is necessary when
matters relate to urgent and unforseen developments, many submissions do not meet
these criteria. At least for the next few years as the Government addresses the serious
budget position, it would be advisable to adopt a practice (already used in other
jurisdictions) of requiring all submissions with budget implications to be deferred to
the Budget process, unless they deal with urgent and unforseen matters. This
discipline allows matters to be assessed against the other priorities and pressures faced
by the Government, and to ensure that offsetting savings can be found to secure the
financial management goals of the Government.

Even for urgent and unforseen matters, a requirement should be imposed on Ministers
to bring forward realistic offsetting savings proposals at the same time as the proposed
urgent measure.
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Recommendation 10: all submissions with substantive budget implications be
deferred for consideration in the Budget process. Exceptions to this rule should
be allowed only where the Chief Minister agrees that a matter is urgent and
unforseen; in all such cases the matter brought by a Minister should be
accompanied by realistic options for offsetting savings within the Minister’s
portfolio.

4.1.3 BUDGET FRAMEWORK
Evaluation and Post Implementation Review

The Territory’s budgeting framework does not include post implementation review
mechanisms, although departments may undertake evaluations in some cases. There
is no established process to ascertain whether new initiatives funded through the
budget have been implemented, and how effective they were in achieving their
objectives.

This in part stems from the indefinite nature of many new initiatives, which then form
part of the departments’ budget base and are automatically rolled forward.
Circumstances under which a program was initiated would invariably change, and it is
important that the relevance of a program is assessed on an ongoing basis.

A preferable approach in most cases is to commit to new programs for a limited
period. This allows the Government to consider the effectiveness of its initiatives,
and the need (if any) to continue those programs, or allocate those resources to other
areas of budget priority. Note, however, that for forward estimates purposes these
programs should be assumed to be continued to maintain a prudent view of likely
out-year expenses.

This approach relates to new programs and services only. Base adjustments for cost
and/or demand increases should be incorporated in the budget on an ongoing basis.

Recommendation 11: where practicable funding commitments for new
programs be made for a limited time (two to three years), with their continuation
subject to evaluation, and the consideration through the Budget process (such
programs should however, be reflected in the forward estimates on a continuing
basis, unless formally terminated).

Forward Estimates and Planning Horizon

The usefulness of Budget Papers in medium term planning depends upon the forward
estimates representing a well-based projection of the budget position under current
policies and trends. The performance of the forward estimates in this regard was
assessed in Chapter 2. It was noted there that the forward estimates of revenue are
now much more consistent with broader economic trends than in earlier years. It will
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be important to ensure that forward estimates of expenditure are also a reasonable
reflection of likely trends.

In most jurisdictions, including the ACT, there is a tendency for new spending
pressures to emerge over time, relative to expenditures projected in the forward
estimates. For this reason, the forward estimates should always show an improving
trend, with reasonable surpluses in the later years.

Recommendation 12: forward estimates should be based on the best possible
projections of existing policy and trends; and budget policy should aim to show a
rising surplus in each successive year, with substantial surpluses in out years.

4.1.4 BUDGET PROCESS

The Territory’s budget process is centered around government agencies bringing
forward proposals for increased spending, which could be broadly split into:

= funding for budget pressures relating to increase in input costs, or increase in
demand for existing services; and /

= proposals for an expansion in the scope of existing services, or for new services.

The focus of the debate is on accommodating the spending proposals within the “fiscal
envelope’. In essence, the expenditure would grow from its original forward '
estimates, the so called, ‘incremental budget’. The major proportion of the ex1st1ng
expenditure remains invisible to Budgeting.

The bidding approach in an environment of limited resources leads to ambit bids on
the part of agencies while recognising that only a fraction of the proposals may get
funded. For example, the value of agency initial bids for 2006-07 Budget was around
$121 million, even though agencies were aware of increasing fiscal pressures and
limited budget capacity to fund additional expenditure. Following a request to reduce
their bids, the proposed initiatives reduced to around $80 million.

While the process is based on the recognition that government agencies should be in a
position to provide best advice on service demand pressures, and needs for expanded
or new services, it has:

e little or no incentives for cost control, or to achieve matching reductions in
spending; and
e inherent opportunities for budget maximization.

The ambit nature of the process is evident from a very small number of proposals that
fail to get funding support in a particular Budget', being brought back in the following

years.

! For example, in 2003-04 Health brought forward 21 initiatives, of which 9 were funded in the 2003-04 budget.
Of the 12 initiatives (or 57%) not funded, 4 (or 33%) were put forward in the 2004-05 budget in a slightly different
form. In 2004-05, Health brought forward 104 initiatives, of which 20 were funded in the 2004-05 budget. Of the
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The Review proposes that each spending initiative from an agency be accompanied by
a proposal to scale down or cease an existing program, or for improvement in
efficiency, to offset the fiscal impact of the new policy proposal.

Recommendation 13: in relation to the annual Budget process:

e the process be initiated in September with Cabinet setting its policy agenda
for the coming Budget including strategic goals for budget savings in each
portfolio;

e clear fiscal targets be established early in the process with agencies being
required to develop options for Cabinet’s consideration strictly within those
targets; and

e all spending proposals be accompanied by options for efficiency or service
offsets.

4.1.5 BUDGET OPERATIONAL RULES

A more disciplined approach to budget and financial management requires a clear set
of rules to reinforce accountabilities and Cabinet’s control over expenditure decisions
by departments and agencies.

The Financial Management Act 1996 makes Chief Executives, under their respective
Ministers, responsible for ensuring that the operations of each department in a
financial year ‘are consistent with, and comparable to, the budget for the department
for the year...." [s31(2)(6)] Chief Executives are also required to provide
explanations of material variances from budget in their annual reporting [s31(3)&(4)].

It is desirable that this legislative requirement, which is specified in quite broad terms,
be supplemented by a set of more detailed-budget operational rules. In particular, this
would improve understanding of the requirements for amending departmental
budgets, and reinforce the requirements of the Cabinet Handbook. The rules should:

e include a requirement for Chief Executives to manage to a firm ‘net cost of
services’ budget (that is, total expenses net of “own source” revenues such as fees
and charges) - this would ensure that Chief Executives are held accountable
against a benchmark that measures the impact of their department’s operations on
the general government budget operating result;

e reinforce the requirements of the Cabinet Handbook and the recommendations
made earlier in this chapter in relation to the consideration and evaluation of
budget proposals;

e include a requirement that if an agency increases its own source revenue outside
certain limits, approval from the Treasurer or Cabinet is required before that
revenue can be used by the agency - this would allow Cabinet to consider whether

84 initiatives or 81% not funded, only 13 or 15% were put forward in the 2005-06 budget in a slightly different
form.
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the agency should be able to increase its expenditure or whether the extra revenue
could be returned to the budget as a saving; and

include a requirement that all requests to carryover funding from one year to the
next be subject to approval by the Treasurer or Cabinet - if a department has not
been able to spend the funding in a given year, Ministers should be given the
opportunity to consider whether it is reasonable for the department to carryover
expenditure to the following year.

Recommendation 14: a concise set of budget operational rules be agreed by
Cabinet that includes, at a minimum:

a requirement for Chief Executives to manage to a firm net cost of services
budget (total expenses net of ‘own source’ revenues such as fees and charges);

a requirement that all variations to an agency’s net cost of services budget
outside the annual budget process be agreed by Cabinet or, in the case of
minor or technical variations, the Treasurer;

a requirement that all proposals for additional expenditure must include
realistic options to offset the cost;

a requirement that if an agency increases its own source revenue outside
certain limits, that approval from the Treasurer or Cabinet is required
before that revenue can be used by the agency;

a requirement that the arrangements for the expenditure of funds from
special accounts must be approved by the Treasurer;

a requirement that new policy measures that involve additional expenditure
should not be brought forward outside the annual budget process unless the
Chief Minister agrees that there is an urgent and compelling case for earlier
consideration; and

a requirement that all requests to carryover funding from one year to the
next be subject to approval by the Treasurer or Cabinet.
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CHAPTER 4.2 ADMINISTRATIVE STRUCTURE
AND GOVERNANCE

OVERVIEW

This chapter considers the structure and governance arrangements of the ACT
Executive and Administration.

The ACT Executive is limited by legislation to five ministers. The responsibilities and
tasks of the Executive are a contrast of scope and scale:

e the scope of issues is wide, covering most of the functions that typically arise in
the States as well as all local government responsibilities; and

e the scale of each State-like function is relatively small — the entire ACT
administration is smaller than many single departments in other jurisdictions.

KEY CONCLUSIONS AND RECOMMENDATIONS

In considering structure and governance, the primary consideration is policy and
program effectiveness because top-level performance is critical to outcomes at all
other levels. Structure and governance arrangements do not have simple or direct links
to effectiveness, but rather have an influence over time through their effects on mind-
sets, strategies, organisational flexibility, responsiveness and accountability.

While effectiveness is paramount, cost and efficiency are important subsidiary
considerations. In general, more complex and fragmented structures have higher costs,
through governance overheads, coordination costs, and diseconomies of small scale.
Such structures often work also against effectiveness and accountability.

Effectiveness and efficiency can both be improved by simplifying the structure of

ACT administration, and by clarifying and strengthening lines of accountability of

agencies to and through Ministers. The main goals of the changes proposed here are:

e maximise agency accountability to cabinet and ministers;

e concentrate ministerial and administrative resources on priority outcomes;

e strengthen and broaden strategic focus of policy advising and development; and

e seek greater economies of scope and scale wherever possible: savings rising to
$6 million per annum.

The Review proposes a small number of strategic portfolios, each with one minister

Chief Minister— leading government and the economy;

Treasurer — leading public finances and administration;

Health — maintaining a healthy population;

Community Services — sustaining individual and community wellbeing;

Education and Training — developing human capabilities and the workforce;

Justice and Community Safety — justice, regulation, emergency services; and

City and Territory — urban services, land and transport.
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4.2.1 THE CHALLENGE

The fiscal and other problems that have emerged in the ACT reflect an adverse, and
probably permanent, shift in the balance of circumstances in the Territory. Higher
than average per capita spending levels have relied especially on a strong balance
sheet and associated land sale revenues. As discussed in part 2, the scope for
sustained higher spending is now much reduced. Moreover, population ageing and
other developments are likely to generate increasing risks and pressures, in the
medium to longer term.

The required response is two-pronged:

e first an initial adjustment to revenues and expenditures to restore balance; and

e second, directing ACT policy and administration at continually delivering
outcomes through higher levels of efficiency and effectiveness.

Structure and governance changes can contribute towards both of these tasks. There
is scope to adjust the way that the ACT is organised to generate lower costs and to
maximise the prospects for delivering further gains in the future.

To meet these strategic needs requires a considerable change in focus in many key
areas of ACT policy and administration. Ministers and policy advising departments
will need to concentrate on this change task for a sustained period if it is to be
successfully delivered.

The main elements will include:

e leading community understanding of the need to sustain high-level public program
outcomes through renewed skills and operational reforms rather than through
continuing higher spending;

e shifting mainstream public services to lower cost delivery models;

e revitalising declining service areas,'particularly the government school system;

e reducing the social and economic costs imposed on land development and use by
inefficient or onerous regulatory processes and requirements; and

e creating simpler, clearer and more efficient government structures, consistent with
the potential advantages of smaller administrative scale.

4.2.2 STRUCTURAL AND GOVERNANCE GOALS

The performance of the public sector depends critically on the leadership provided by
ministers. At the same time the work of ministers depends heavily on the policy
advising and implementation arrangements of the public service.

Agency structures and governance should support the difficult task that ministers have
in balancing and reconciling multiple goals — including financial management goals.
Simpler and clearer arrangements support this by promoting strategic approaches
across wider communities of interest, whole-of-government perspectives, and greater
responsiveness and accountability to ministers.

STRATEGIC AND FUNCTIONAL REVIEW OF THE ACT PUBLIC SECTOR AND SERVICES PAGE 56



The ACT Government has inherited a disproportionately large and complex public
administration relative to its small scale, with above-average costs that are not
sustainable. In some cases, it is apparent that these structures (or their governance)
have been associated with the pursuit of narrowly defined interests and goals, with
inadequate attention to whole-of-government and strategic financial management
considerations.

To address this, the Review proposes a range of changes across wide areas of ACT
public administration. The effective design and delivery of this change will require
sustained focus and leadership from ministers and their policy support areas.

Securing these is the main consideration in determining the most effective structure
for the ACT Government. The problem of small scale is regularly called upon in
discussions of high ACT costs, but it is an overworked concern. It is also important to
recognise and seek advantage for the potential benefits of small scale (and the
compactness of the city state). The potential benefits include lower communication
and coordination costs, provided structures are simple and adaptable.

Maximising agency accountability to cabinet and ministers

e The community holds ministers accountable for outcomes. To ensure that
Ministers can deliver intended results, the line of accountability flowing from
them through the public administration should be clear, and not impeded by
complexity, duplication or inessential structural barriers. Cabinet must work
effectively as a whole of government executive, under the Chief Minister. At the
same time, ministers must have clear authority to lead government strategy and -
implementation in their fields of responsibility. Departments provide an effective
structure for this purpose. Statutory independence should be granted to entities
only where, and to the extent that, it is essential for the effective performance of a
regulatory or commerma] purpose.

Concentrating ministerial and administrative resources on priority outcomes

e A number of significant new directions will need to be taken if the ACT is to
tespond successfully to the problems and challenges now facing it. Each will
require new strategies, and the clear and undivided attention of ministerial leaders.
The structure of portfolios should support the focus on these priorities as much as
possible — this works best if each policy department has one Minister and if each

" has a broad and comprehensive reach in its pursuit of outcomes, with maximum
capacity to readily redirect resources to the highest priorities. This of course
would be subject to Chief Minister’s considerations on the allocation of
responsibilities, taking into account workloads and interests of Ministers.

Strengthen and broaden the strategic focus of policy advising and development

e Particularly in present circumstances, Ministers should expect and demand
rigorous and pro-active efforts by agencies to develop strategies that allow current
and future commitments to be met within financial constraints. A small number of
integrated portfolios confer broader strategic reach on each area, reducing the
‘silo’ effect in public administration. This is reinforced if the policy advising
structure also remains small, flexible, outcomes-focused and strategic — in general
with one whole-of-portfolio advising structure supporting each Minister.
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Seek greater economies of scope and scale

e Economies of scope arise when the aggregation of functions generates efficiency
benefits through better coordination, cooperation or learning. Increasingly, the
challenges faced by governments (such as ageing, urban design and security) are
multi-faceted. Policies that are holistic, and have a broad reach within portfolios
of interest often better serve this outcome.

e Economies of scale arise through proportionally reducing overheads, optimising
job design and specialisation, and securing greater operational flexibilities through
greater numbers. The ACT has the capacity to increase scale economies by some
structural aggregation — particularly in back office functions (see part 6), in policy
advising, and in some functional areas (such as regulation).

4.2.3 POLICY PORTFOLIOS

The considerations set out above lead towards structuring the Government as far as
possible around a small number of strategic policy portfolios (noting the established
limit on ministerial numbers), each covering a broad community of interests.

Policy departments would each report to one minister. As much as possible, program
functions would be brought within departments, under clear ministerial authority.

Independent agencies would be retained where their functions demand it — with their
scope of operations and their level of independence strictly limited to that necessary
for their purpose. Independent agencies would report to Ministers within the portfolio
that best reflects their field of activity, and the departments in those portfolios would
provide policy advice to the Minister in relation to their legislation and functions.

In effect (if not formally), the current eighteen ministérial appointments would reduce

to five and the number of policy departments from eight to six. Further consolidation
and amalgamation of authorities and other legal entities is also proposed.

The recommended structure is summarised in Table 4.2.1. Further detail is provided
in Table 4.2.3 at Attachment A to this document.

Table 4.2.1: The Proposed ACT Executive

MINISTER THEMES PRIMARY FUNCTIONS

Chief Minister and Treasurer

Leading Government and the Community

Executive Leadership, Central Agency
Coordination, Public Finances, and
Economic Strategy

Attorney-General

Institutions of Justice, Rights and Laws

Justice, Community Safety,
Regulation, and Emergency Services

Minister for Canberra and
Territory Development

Local and City Services and Physical Territory

Development

Land, Transport, Environment, Local
Setvices

Minister for Health

Minister for Community
Services'

Sustaining Individual and Community Well Being

Health

Housing and Community Welfare
Services

Minister for Education and
Training

Developing Human Capabilities

Schools, Education and Training

! This role may be undertaken by the Minister for Health, or the Minister for Education and Training.
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Chief Minister and Treasurer

Achieving the large scale of reform proposed in this Review will require the strongest
possible leadership and attention from the Chief Minister.

At least for the next few years, the role of the Chief Minister should be predominantly
focused on the related tasks of leading the overall change program of the

ACT Government and building community understanding of the need for change. The
Chief Minister is by far the best placed for this role.

Given the central importance of economic development and its interdependencies
with other whole-of-government policies, major economic strategy and business
development functions would transfer to and be integrated within the

Chief Minister’s Department.

The Department of Economic Development would be abolished — its major strategic
functions would be absorbed by the Department of the Chief Minister, Gambling and
Racing would transfer to the Treasury (reflecting its strong revenue significance), and
other functions would transfer to the proposed Department of City and Terl itory
(Tourism and Events, Stadiums, Sport and Recreation).

Most other substantive functions now in the Chief Minister’s Department would
transfer to and integrated within their substantive portfolio areas. Where issues
require the strong engagement of the Chief Minister for a limited time, the preferred
model of engagement is to establish a strategic interdepartmental task force under the
chair of the Chief Minister’s Department rather than duplicate agencies or
organisational units.

The main policy advising responsibilities of the Chief Mi.nivste"rﬁss Department would

be: .

e through monitoring and coordination as required, whole-of-government strategies
across any or all areas of ACT policy;

e (Cabinet;

e economic and business development strategy, including high level strategies for
the utilisation and release of commercial and residential land;

e arts, signature events, major commercial sports; and
e public sector employment, industrial relations.

The Treasury would be retained as a separate department given its particular roles and
focus on financial management. It would retain its traditional functions in economic
forecasting and analysis, financial management and coordination, expenditure review
and budgets, and revenue administration. Gaming and Racing, given its revenue
significance, would also be placed in the Treasury. In addition, Treasury would take
responsibility for the single ‘back office’ functions proposed in this report:

e Procurement Solutions;
e Shared Services Centre; and
e InTACT.
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Given the diversity of interests in the Chief Minister and Treasury portfolios,
consideration could be given to appointing “ministers assisting the Chief Minister” for
example in areas such as Industrial Relations.

Health and Community Services

These portfolios could operate either separately (as now) or as one. It is desirable but
not essential that each has the same Minister — but whatever the combination, it is
highly desirable that they have only one Minister each.

Community services covers the current Departments of Health and Disability,
Housing and Community Services (including Children Youth and Family Support and
ACT Housing). Some related functions presently within the Chief Minister’s
Department would transfer also to this department. At present, ministerial
responsibilities for these areas are dispersed among several ministers.

It would be possible to retain two departments. Alternatively, considerable
efficiencies and some effectiveness gains are available from bringing the two
departments together, and this would be worthwhile. However, if health and
community services are not merged, it would not be desirable to merge at the
departmental level Community Services with any other department — the balance of
synergies and cultural issues would not generate sufficient gains. This does not
preclude Community Services reporting to a Minister who is responsible also for
another department.

While the scope of services under these portfolios is wide, the scale of each area of
activity is small relative to the States. Apart from their common wellbeing theme
(recognised in some other jurisdictions by a similar combination) other common
strategic features include: ’

e ahigh level of reliance on service delivery through contracts with the community
sector. Strategies to further strengthen the performance of these arrangements are
critically needed;

e high and increasing interaction with the policies and programs of the
Commonwealth Government (including possible reallocation of responsibilities at
some future time); and

e strong growth in demand and costs, due to demographic change (ageing, family
relationships), strengthened recognition of needs (e.g., mental illness) and
technological change (e.g., diagnostic equipment).

If a single Health and Community Services Department were established, it would
bring together different professions and cultures, although this is not new in that each
area already combines multi-disciplinary staff and functions. There are both potential
advantages and disadvantages in such combinations and it is necessary to actively
manage the issues to maximise outcomes. The development of the most effective
strategies often benefits from holistic and multi-disciplinary approaches. On the other
hand, there are dangers if a mind-set that works effectively in one area is allowed to
dominate in other areas.
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It is anticipated that a new department would facilitate the creation of a strong,
flexible, multidisciplinary, and strategically focused senior executive and policy team.

There would also be benefits from combined corporate support areas
(non-transactional)®, grants program administration® and closer links in some program
areas such as Community Health and Welfare. However, under the Chief Executive,
there will be continuing benefits in maintaining separate ‘offices’ for Health,
Disability, Housing and so on as the main elements of the structure for both
management and reporting purposes (this combination of mix and separation already
exists within DHCS). These considerations of course work equally well if the
departments remain separate — although in that case there should be heightened effort
to achieve cooperation between them (and perhaps shared service arrangements in
areas such as community service contracting and grants)”.

In either case also, given the breadth of responsibilities and the need to actively
manage at the strategic level, it will be desirable also that Chief Executives be able to
effectively delegate statutory responsibilities (for example, relating to child
protection) to senior office leaders within the department(s).

Minister for Education and Training

While there is no substantive change in coverage of this portfolio, the review
considers that major revitalisation and change is needed in this area (mainly in
strategies for government schools, but also in central office areas and vocational
training). This is discussed in detail in part 7. These tasks would occupy conS1derable
time and energy for the Minister and Department for several years.

At the same time, education is also a field in which the Commonwealth is taking an
increasing role, 1nclud1ng in challenging State/Territory strateg1es for vocational
training.

Minister for the City and Territory

The combination of state and local government in the ACT provides an opportunity
for delivering highly effective community and physical services without the costs
associated with essentially artificial boundaries between levels of government.

To maximise the advantage taken from this opportunity, a single department
responsible across this range of services is proposed. Under a single policy centre it
would combine:

e urban and municipal services (now essentially in DUS);

e sport, recreation, stadiums and other sporting facilities;

? These are estimated at $7 million per annum, however, this Report does not include savings from
such a merger.

* Savings of $0.9 million per annum are estimated from consolidating grants administration, and
$1.7 million per annum from consolidating service purchasing from the community sector.

* The Review has proposed that, irrespective of the departmental structures, these savings be realised
through shared administration in grants and service purchasing (Chapter 10).
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e asingle office of transport services — including bus services;
e asingle manager of territory lands, conservation, heritage and environment; and

e asingle works program.

Canberra needs more certain, lower cost and more commercially responsive planning
and development processes. The various interests should be much more closely
integrated and processes of approval and review streamlined as far as possible. The
portfolio Minister for City and Territory would also be responsible for planning.
ACPLA and the LDA would retain their present organisational status and report to the
Minister.

A large range of specific changes to functions in each of these areas are proposed and
discussed in Part 7.

Minister for Justice and Community Safety

With the Chief Minister focused on central coordination and community leadership, a
separate portfolio would take responsibility for existing Justice and Community
Safety functions. This would include:

e functions of the Attorney General;

e Government legal services;

e Police;

e Emergency Services — to be brought within the department;

e arange of regulatory functions (many merged into a single office); and
e Commissioners and tribunals.

The relevant chapters of Part 7 discuss a range of detailed proposals affecting
arrangements in many of these areas. '

4.2.4 SUMMARY OF SAVINGS AND STAFFING IMPACTS

An initial broad estimate of savings that may be achieved by implementation of these
structural reforms to create unified Ministerial arrangements, combined with the
amalgamation of major departments, functions and the merger of Territory Authorities
back into Departments, where grounds for separation cannot be justified, is outlined in
Table 4.2.2.

The extent of potential savings depends in part on whether Health and Community
Services are merged. In summary, savings starting at $8 million, rising to $13 million
by 2009-10 will be achieved through the proposed structural changes, prior to
consideration of the efficiencies that may be achieved through effective alignment and
assessment of programs, activities and functions within each portfolio.
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Realisation of these savings will be delivered by adjustment to portfolio budgets.
These will be timed to allow adequate time for agencies to successfully merge, with
corporate service and support functions united and governing board structures
abolished, where applicable.

Table 4.2.2: Broad Savings Estimates

2006-07 2007-08 2008-09 2009-10 Total FTE Board

$m $m $m $m  Impacts
ACT Health
Healthpact 0.592 0.607 0.610 0.620 5.8 Abolish
Department of Justice and
Community Safety
Emergency Services Authority 0.743 1.486 1.523 1.561 11.68 N/A
Department of City and Territory
Transport (ACTPLA) 0.480 0.492 0.504 0.517 4 N/A
Stadiums Authority 0.229 0.235 0.241 0.247 1 Abolish
ACTION Authority 0.792 1.082 1.109 1.137 9.9  Abolish
Australian Capital Tourism 0.396 0.406 0.410 0.420 255  Abolish
Sport and Recreation 0.765 0.784 0.804 0.824 6 N/A
Chief Minister’s Department :
Economic Development & 0.590 0.605 0.620 0.635 4 N/A
Business ACT j
TOTAL SAVINGS 4.587 5.697 5.821 5.961 44.93

Recommendations 15 and 16:

e the ACT Government be structured as a limited number of policy portfolios,
each policy department reporting to a single Minister, with the Chief
Minister responsible for both the Department of Chief Minister and
Department of Treasury (See Table 4.2.3).

e Savings of a minimum $6m per annum be delivered to the Budget through
the adjustment of portfolio funding allocations in recognition of the
efficiencies available as a result of the new structure and related governance
reforms.

STRATEGIC AND FUNCTIONAL REVIEW OF THE ACT PUBLIC SECTOR AND SERVICES PAGE 63




v9 30vd

SIDINYIS ANV ¥OLI3S D178Nd LDV FHL 40 MIIATY TVNOILINNS ANV DIDILVHLS

Lovsuy -
SOOTAIOS TeIM[N)) PUR SUIY
suone[ey [eLnsnpu]
JUSWAFeURN 103998 ofqnd
suoroesURI], Ssoulsng
(odg o) sureo ], [euoneN -
IOV sseursng. -
Katod
2 Juowdo[eA(] sseuIsng -
Kotjod feuolSay pue Suuue[d -
oep 29 A310Uug -
Korjod yuswdo[aa(g oMIouody -
:01 pajmur] J0u 1nq ‘Sunerodioour

(VILOV
i £q pomISIuIIpY) (ssouisng 2 omuouooq) AdI[od e
, pung SmJPM ‘SOHA
voneyuowopddng ‘qiresy ‘Arununuo)) ‘eoos -
[UNoY) EIMND IJV © vonesuadwo) 10} payruuty j0u ynq ‘Sunerodioour
preog SIONIOA, o (rewos) Lorod o (Aunwwo)) oy
) uoneiodio) senoe [eImMMn) e uoneIodio) (OV0D) PUR JUSUIUIIAOLD)
PIeOg 9ABYT SOIAJOS SonIIoR] [eIM[N]) SUOME[AI [EIUSIIUIOA0S-10)U] A3orensg Surpeo])
Suor Ansnpuj uononnsuo)) = QABQT Q01AIDS LuIge) e OMUOUOOH
PIROY QABIT QIIAIRS Suor Ansnpuyp s1oafoxd pue sepmionrd orSorens ‘UONRUIPIOO)) Juoun.redo(y
SuoT Ansnpuy Suimes[) = UOTIONIISUO) (TeumuoN) JUSWIUIOAOL) JO JUSWIOSRUR]N - £ouady | S IOISTULA JOTYD
“ preog diysome eioque) e 4B UOIIENSTULPY sjuoAg QImeusis - [enua)
[ [uno)) K1e5es Q01AIRG SUOT anqng SUOROTUNUIWIO)) - ‘dysIopee] OT[oJI0]
pue qres] [euonedndo(y e | Ansnpuf SUIUBS[) e |  JOJ IOUOISSIUIHO) o 130ddns 9ANNOOXH 29 JUSWUIOAOD) QATINOSXE | S, IOISTUTIA] JOTYD)
: ‘ 1In0)) owrIdng oY) JO I9ISRIN] e
so1ensieN [eods e
SOENSISEIN e
QENSISRN JOIYD e
1no) sweidng oy yo sousnf Joug) e syuounuroddy
eoddy Jo 1IN0 JUOpISAI e eopns
QANNOAXH LDV e
N[ A[qUIAsSY e AIqUIeSSY 9ATIB[SISOT e suonisoq
, [BIOUSD-IO}IPNY QIO S[RISUSDH-I0NPNY e juepuadepuy
seSuaqEY) suonjerodio) (GuRy )
/ SonSST [ednLL) poumM( AI0JLIIA], UoNISOg jusunredacq
/ syuswpusury SIINIUWIUIO)) pue sspLoyny 10 DY L10ymelg yusunaeda( 3y Jo sTINBIA / suonoun / ofjopaog
2ANRSISYT | / S[OUNo)) / S[eUnqLLy, / spieog AXOJLLId Y, / GOISSTIIWO)) suopounj [rersq Axewipig TELI)STULA]

saguey)) [ejusunIeds/onopnaod Jo Arewuung :¢ 7'y A[qel

IDONIAIANO)-NI-LINIEV)




§9 30vd

SIDIAYIS ANV 401038 D179Nd 1DV IHL 40 MIIAIY TVYNOILONNS ANV DIDILVYYLS

(939 [[014RY ‘GRI0dI0D) “YH)
SOOIAIRG UONORSURI], -
(quewaIno0ld ‘IDV.LUL)
SISPIAOIL] 9JIAIOS [BNUR) -
SIVTAIRS pareyS DJOM e

| JueweSeuew yoofoid pue Suiseyomg o

(uonoar[o)) 2 uoneINSoy
‘Korjod) Suroey pue Surquiery e

(OOL) preog gV LLOV ° QoL oNUOASY 7 UOTEXE]
(Oow) preog EHMMMW ¢ co_wmmmm%w . JUSUISSRURW SONSSI [BOPISSY o
pieog uonerodio) MALDV e (DY) suonnjog Sunojmowm (Hrununo)) ay)
pIeog JUSWIRINI0L] 19SSV WNIpoOYy e % fofod digsioumo gD o PUR JUSWUISA0D)
TUSWUWIPACD [V OoL (TeurmoN) TIojo1 Jo3 et £3orenS Surpear])
reunquy, sjeaddy Supey o | poNmIy gVLIOV ° IDUOISSTUIIOD) pasero0sse pue Korjod bonnRAwo) e | jryongey
pIeog UOISSIUIWIO)) UOTSSTUINIO)) Suwoey SOOUBINSUL o | yopeurproo) £Imsear],
Sumoey pue Surquien JHY e Sumoey pue Surjquies) e JuSWoSeURIN Yse) e Kouady Jo yuaunredocg
PIeod JUSUNSIAU] PUR QOURUL] e pue Surquiesn) e (TeurwoN) JUSUNSAU e enue)
preog AI0SIAPY Auoypny anuRAdY 1DV Sunioder feroueury 29 103png e ‘diyszopeor] oropIog
AIoyIny SoueINSuf [V e QoueInsul [V o I0J IOUOISSIUIIO)) ® Korod omIoU009 29 [ROSTL] e SATINOOXY $ JOINSBAL],
sIsud[ey) suoneiodio)) (cuumay )
/ SonSS] [BInLI) paumQ AIoJLIIa, UOLISO] jusunreda(q
/ STUSWIPUIUTY SIIPIUWUIO)) pue sayLIoyny 10 DIPO A10)N)E8)S jusun.reds(] 3Y) Jo SINEA] / suoyoun J / OTOPIOJ
PAPRISISY] |/ S[DUNO)) / S[EUNLLY, / SpIEOg AJoyuIIa Y, / UOISSTuIoy suonounj ey Arewrnig [BLIS)STUTIA

IDNIAIINO)-NI-1L3

NIFY

)




99 30V S3IDIAYIS ANV ¥0123S D179Nd LDV FHL 40 MIIATY TVYNOILINNS ANV DIDILVYLS
soonerdQ Sumyred A10enSsy -
SIQUOISSTUIIO)) (VId1LDV) Seusnpur uononnsuod
UOISSTIIUEO)) A101B[NS9Y DUDI ¢ | oyl umpim Suisueory euonednoop -
pue vonnodwo)) juepuadapu] o UOISSTIITIO)) JOUOISSTUIIO)) (preey 1DV) uonemsay
(reo1moo[g K1ore1nS0yg £1078S pUR Yoy Q01 SYOWIS pue SUISUSOIT 0000, -
pue Suiquinid ‘Surpying) pue uonnedwo) reuonednooy e (spuog [eyuoy our)
n spreog AI0SIADY V10D © juopuodopu] Suipeay, mmej SQOTAISS ATOJRNSOY 29 IensISey -
v QONIIIO)) SATJBI[NSUOD) IOAODMIOM 1DV e | JOJ IOUOISSHIO)) o Suipei], meqJ Jo QO -
SIYSTY JO 11 LDV ° $2014428 Ktomn 3oy
[ouno) amyysng 1DV e ordoog Suno x
PpIeoq 2ATE)NSTO)) 9210 puR UIPIIYD  © |
JONSIA SOOIAIRS
[BIO[IQ SONUR)) PUBIRY e Arunwuwo))
I0ISTA TelogJO Aquueng) e pue Lniqesiq e
[PURJ JUOWISSISS Y JUOWOTRURIA © SIOIAIOS YI[BOH  ©
pIeog 1oNpuo)) [BUOISSOJOI] UOTJRUTLIOSI(]
‘A191008 MET LDV © SIYSTY Uewiny e , _
UOISSTWIIO) WIOJOY M LDV °© JUSPISAIJ seoIAleg AoueSIowgams 1DV, -
[ouno) SIYSY uewing e S90IAIRS 201 [eIMY DV -
UOTIUSASIJ QOUQOIA ONSIAWO(] SAUOISSTUUIO?) apespg ong 1DV -
[eUNQLIL], SOIOURUL [ [EIUAPISAY o SOOIAJOS OUR[NqWY DV -
[eunqui], UONBUTWLIOSI(] PIV [BSoT 901J0 2 SQOIAXRS AouoSIowyg e
[BERQLI], JIPRI)) o oannooxyg Aindeq e | (90104 [BIOPRy]) SOOIAIOS QOI[0J e
[eUNQLL], IoPB1], PUB ISWNSUOY) o PV [eSe Qom0 SOOIAJOS QATIORIIO)) o
UN0D) S, USIPMIYD) e QATINOAXH JOTY)) IOJOT[OS JUSUIUISAOL) o
pIROg UOTENSIUNIPY 20UAUIS o 0U0I0D) JoIYD [DV  ° JUBPUSJO(J [EUMUON e
l [PURQIL], IROH [BIUQN | QJBO0APY SUOTINOLSOIJ OIqn JO I00RIL(] e (smeT pue
reunquy, £110doig jo Amunumao) e uewspnquiQ) [V © sySTy ‘oousnf
e juowadeury pue drgsuerpiens) e SUONNI9S0IY SINOD 1DV ° Jo suonmmnsuy)
. [rouno)) ofqng Jo I010QM( QJBO0ADY AJUNUIIO)) o SQOIAIOS
IOWNSUO)) SAOTAIDS [BIIUASSH o JUBPURJO(T [BUMUON [oUno)) ATejuoweIed o KouaSowrg Koreg
§ [BUnqriy, reunqguiy, speeddy (UOISSIUIIIO) pue Anununo))
sreeddy QANBISIUTWIPY e QQISILY, OT[qng QANRIISTUNUPY [BI010Q[H LDV) SOOIAIOS [BIOQ[ | ‘uomen3oy pue sonsng
preog Suisuoor| fonbr o AU JODYIO o oY) JO JUOPISAIJ o SOOIAIOS RSO e ‘K1oyes Jo yueunedag
UOISSTUIUIO)) PIY B8] e UOISSTITIO)) IOUOISSTIIWIO)) KorodeSe1 o Anmunummo)
[ e UOISSTIIWIOY) [BI0J[T LDV © prv eSo e [eI0100] e 207SN{ JO UONRNSIUIUPY o ‘oomsnf | [eIOUSL) ASUIONY
safuapey) suonerodio) (oumayJ)
/ Samss| [ednLL) pAUMQ AIOJLLIDT, uonIsog jusunredacy
/ SJUBWIPUIWLY S3IYIUWWO)) pue segLIoyIny J0 YO L1oymeg jusurreda(q 3y) Jo SISPERA / suonoun j / OO0
JANE[SISY] | /S[OUNO)) / S[BUNQLL], / SpIeog AIOJLIIR / UOISSTUIWIO)) suonoun,j [repd LrewiLig [BLIS)ISTUIA]

4N

1AIINO)-NI-LINIFV)




£9 30vd

S3DINY3IS ANV 4OLD3S D174Nd 1DV IFHL 40 MIIATY TVYNOILINNS ANV DI1DILVYLS

SNIUWIIO)) MITASY SUISNOF] o
preog A10sIApY Aiqesiq e

semua) A[mueq pue piy) -
soo1axeg 29 woddng Apmuey -
SOOIANOS YINO X -
SIIAIRS UAIPIYD -
e pue ginox waIpy) e
SaoIAIRS Aderoyy, -
SIOIAIRS pue AJT[0g AIfIqesi(] -
Aqesiq o

SIely
1oy a1doad Sunoj puv Iopuejs] 1ySteng sauo g,

uz4ppy — IONSIA TeYJO PUE [RUISTIOQY 0] DWIQ -

[1I0UN0)) YPINO X [CLSISIUIA e USWOAM 10] 9GJO -

[10UNo)) SIVIAIRS S, USIP[IY) o Sueldy 0] 0y -

(9ouapuada(g Jo sSni(y) juswaseSuyg Aunwwo) -

[oUR JUSWISSISSY JUSWIIEL], o SIBIY [BIN[ODJN -

SIOJISTA SuLsUNjOp -

[P0 1OV YIEeH [BIWOIN SUOISsaIUO - -
QONIIIIOD) somI[ioe Ajlunuuo)) - (Sureg-Tlem
SOIYIH YoIeosoy UBwIng e saotazeg poddng Ayunuuo) - Aunuro))
[eUnqIL], Yi[eoH [BIURA ° Amunumuo) e PUE [enpIAIpuf
pIeog Suoafing AreuLiojp e Suisnoy Qyunwwuo) - Surureisng)

[UNoY) UoneIpey e uonepounodoy payroddng -
pIeoq SISISO[OYOAS o SOOTIAJOS QJUBISISSY SuIsnoy - SOIATRS
pieog sismpeipod e Suisnoy onqng - Aunuio))
preoq sisideioqiosAy e Kotjod Suisnoyy - Jo yuaunredo(g
pieog Aoeuieyd e Suisnoy e pue
preod sisipowoid(y (suonouny presy
pieog sesiny e pedyesy Suneiodioour) uoddng 30 Juswnredag

preod [EdIpa]y e uonowold yesy - Amuoe,q

pIeog Kotjod yieey - pue §Ino x SQOIATRS
UOTBISISAY SISHOYIS0I] ISINBIYOAS JoryD) e YIfeoH Amunurwo)) - “wRIP[IYD Ayunuuo))
g pUB SURIDIUYDS], [RIUS(] e 120130 PeSH Jory) e yireoy vonendog - PUR SQ0IAIOS JOJ XSTUIN
] preod 1ejuo(q e Juisnoy UIeSH [QION - Aunwuro)) pue
preog JOJ JOUOISSTWITIO) o are) Aoy / srendsoyy - ‘ursnoyy yIesy
LOVJUINEH sypedooysQ pue siojoeidony)) e SUOIISOF JPUIUION @Eesy e ‘preoy IOJ IQISTUIN
EHTE ) suonesodio)) [ECTETNR)
/ S9NSS] [BonLL) paumQ AIGJLLIS], uonISO] juswreda(y
/ SJUSWIPUS Y SIIPIUWUIO]) pue sspLoyny 10 RDYJO LA1oyme)g jusun.xeds(] 3y} jJo SISNBA / SuoOuRnJ / oTjoI0g
3ARe[SI3Y] |/ S[IOUMO)) / SRUNQLLY, / SpIvog ATOJLIIS ], / UWOISSTUIWIO)) suonoun j re3aq ArewiLig [BLIS)STUIIA]

|~y

o/

NIAIANO)-NI-LINIFY

~

n

y




89 IOVd SIDIAYIS ANV ¥OLD3S DI79Nd LDV FHL 40 MIIATY TYNOILINNS ANV DIDILVYLS
Apog 2AnEINSUO))
uoneonpy snowaSipu] e

SuIooyoS 1USUWILISA0L)
~UON] O [I2Uno)) (soniqede)
AIOSIADY [BLIQISIUI[N o uewingy
[UNOY) Uoneonpy HID P1hd Surdoposo()

[007OS JUSWUISAOD)-UON  *® suonn[os IID °
[ouno)) uoneonpyg pIreog punj surei3oid Sururexy,
JOOUOS TUAWUIAOL) o | Sururer], Ansnpuy uoneonpy pooypiy) Apreg e pue uoneonpyg
soipms uonoONISu0)) sjooyosory Jo juounredo(y
AIEpu0oag I01UAS JO pIBOG  * pue 3uipfing e Surure1], pue UOTRONPH [BUOLBIOA e

L [PUno) UOTEBNSISY ASoouyoay, S[O0YOS JUSWIIOAOD)-UON o | SUIURI], pue Sururexy,
] pUE UOTRIIPAINDY LDV © Jo oymmsuy KSoouyoo, Jo ymnsu[ S[OOYOS JUSWIUIAOCD) o uoneonpg pue uoneInpg
. ouno)) AI0SIAPY IID  © BIRQUERD) o BLIRQUED) — JOJOI(] Aotjoq uoneonpy e ‘S[ooyos 10§ IO)STUTN
sofuaqrey) suoneiodio)) (ouwdy 1)
/ SonssY [BdNLI) poumQ AIGILLIdT, uonIsog jusunredacqq
/ SJUSWIpUIW Y S33PWUC)) pue sapLIoOYINyY 10 IO Lioymels jusun.reda(q 9y) Jo SIayeN / suongoung /] onjopIog
dANE[SISY] | /S[PUNO)) / SfeUnqLIy, / spieog Axopaiag, / UOISSTUIo ) suonoun j [res(q Areunag [BLI)STUIIA

IONIAIINO)-NI-LINIEGY

)




69 30vd

S3IDINY3IS ANV ¥OLD3S 2178Nd 1DV IFHL 40 MIIATY TVNOILIONNH ANV DIDILVYILS

[Lslitillg)

uoneoIdYy pue 1yodg .

SIOSIAPY JO PIROg SISQI0] o
QONIMUO))

AJ0S1ApY WIIOJoy Wodsuei], e

[ouno)) A1osiapy Aiodorgy e
SOIMUS A

juiof Kyodoig pue pue| e

pTeod SIodIy 1DV e
QONIO))

KIOSIAPY USISO(] UeqI) o

pieoq SI0AAINS [DV o
IsnLy,

oMU UONIqIYXH [RUONEN o
preog

SIOTAIRS puUk AST[0J WSLINOJ,
Uuonowolq pue

SunoyIBIA ‘SJUSAF OMUIOU0DT
uoneaxay pue 11odg

(TeAQ BYNUBA/SWAIPE)S “Oul)
sanoey / Spunoin) spodg
weisorg

sirern) podg Ayunuwruio))
surer3org

110dg jo Awepesy 1OV

uonroIIAY

pue 110dg ‘SJUOAT ‘WSLNOY, e

asnoyuealn)
Anpqeureisng
(TeTOISWIWOD-UOU) S1S210,]
UOLBAIISUO)) pUR S}Ieg
u0no)01d [BIUSWUONAUL

KIOSIADY ISpenieN W] e ofmuoy - $a01AI0S A101R[NSoY

[ouno) 988y e Surseq| % JUSWQSBURA JUSWUOIAUT -

SI0MION pue £oAIng - UOURAIOSUO))/ JUSWIUOIIALY -

UONRUIPIOO)) S[ESTIISYD) [onuo) 9seaay pue JuewdoeAa(] puey -
ATRULISIOA 29 [RIM[NOLISY e Surpjing pue SQOIAIOG Io3uRy - (uowrdorersg
QORRUWO0)) Juowrdoreasq Kouoly JSBMON - A10)IIe,
'UNR 29 BIOL] 1DV ° ‘Suuuelq - JuowdojoAd(] pue] spunoin) sprodg - [eo1sAyg
IOSIAPY + BUNE] (VI4LDV) QADNOSXH JOIYD) e | (NOLLDV oul) uodsueif onqng - UoNBOINY PUR S201AI0G
29 BIO JO JOIBAIOSUOD) = | pueT pue Suluue|d e duuBld JoIyD e JuowoSeusy pue 10dg A31D) pUE [8207)

sanmuro)) AIOSIAPY pue Koualy SAQAINS 19SSV JUSWIUIQAOL) - WSLINOJ,
Auoyny areJop [ewiuy e | juowdojeAs(] pue| e 10J IOUOISSTUIWIOY) o 100UU0)) BIRqUR) - ‘SOOIAIRS AI0M119],
N0 Auoyny (30 uonoojoig SQ0B[J pUE SIB - redorunpy pue £11)
KIOSIADY JUQUIUOIIAUY o SOLIOJOUID)) 901],) JOTBAISTUO)) soureIqryonqnd - “JUSUIUOIIA UL Jo juaunredog
preoq soLLOWR) oIqng  © omand 1DV e o) 01 IOSIAPY SQOIARRS Tedotunpy - “10dsuery,

[Ounod puey 29 Suruue[J e eIRQUE)) JUSWUOIIAUH oY} $90IAIRS Jiodsuel], pue peoy - ‘Suruueg K101119 ], pue
daHST109) prog va1 e | UIYRJUORIQIYXT e I0J JOUOISSTWITIO,) o JUSUIUOIIAUY / SOOTAIOS URQI() e ‘pueT | A1) I0J IOISIULN
SASWI[_YD suonesodio)) (Pumdy Y )
/ Sonss| [ednLL) PRuUMQ) AIOJLIIS], uonIse] jusunpreda(q
/ STUSUIPUSWY S33)TUIUO)) pue SInLIoOYINY 10 PO A1oymels JusunIeda( 3y) Jo SISYBIA] / suonoun j / OT[OI0g
3ANEISISY] |/ S[IoUmMo)) / SjeungqiLiy, / spIeog AIOJLIIR], / UCISSTUIWIO,) suonoun j rejaq Arewir g [BLISISIUIIA

IDNIAIANO)-NI-LINIFV)

’




0/ 30vd S3DIANY3IS ANV ¥0L1D3S DI74Nd 1DV IFHL 40 MIIATY TVNOILDONNL ANV DIDILVHLS

AON3IAIIANOD)-NI-LINIFY))



CABINET-IN-CONFIDENCE

CHAPTER 4.3 WORKFORCE CULTURE
AND PERFORMANCE

OVERVIEW

The diversity of the changes required in responding to the fiscal pressures faced by
the Territory require a fundamental shift in workforce approaches and culture across
the Public Sector. The challenges are ‘whole-of-government’ in their nature and
require “whole of service” ownership and commitment to resolving them. No single
area of government should feel immune from the challenges, or from the macro and
micro changes required.

The success of the Review will, in many respects, hinge on effective and progressive -
leadership, at both the middle and senior levels. This should be expected, indeed
demanded, from the Public Sector.

4.3.1 WORKFORCE CULTURE

All modern public services face the challenge of balancing the need for “collective”,
whole of service perspective against individual and agency performance focus. The
challenge for the ACT Public Service is no different.

The ACT Public Service, however, is better placed than many other public services
because of its small size and compactness of its operations.

The culture across the Service in general can be described as tending towards

" individual silos and work group areas. Engendering a whole of government thinking
and focus is a key element of the philosophy underpinning the Review’s strategic
response — drawing on the benefits of small scale and establishing ‘one government’.

The capacity and will for change is an unknown quantity, and still to be tested.

A more active workforce management policy is needed, covering leadership, skills
development and the capacity for continuous review and improvement. The timing of
the Review, for example, should not be the sole catalyst for driving change — all areas
of government should review themselves proactively and seek improvements within
the workplace and client services.

4.3.2 SENIOR EXECUTIVE SERVICE

The size of the senior executive service in the public sector has been the focus of
much public discussion and media attention. The number of senior executives is in
the order of 150 to 160. The size of the senior executive service is not dissimilar to,
and indeed smaller than some of the other public services, given the range of state and
local services managed.
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The number of senior executives (or equivalents) as a proportion of the reported
workforce, as at 30 June 2005, in the ACT was 0.9 per cent. The proportion of senior
executives was 1.6 per cent in the Commonwealth, 1.4 per cent in South Australia,
and 0.9 per cent in Tasmania. Relative to the Commonwealth, the ACT has only a
little more than half the senior executives. It is at these levels that the ACT Public
Service has to compete most strongly with the attractions of the Commonwealth
Public Service. Any focus on the number of executives as a measure of the efficiency
of the public service therefore is diversionary.

A key element of efficient and effective service delivery is the productivity of the
work force. The Review has highlighted significant productivity issues (such as in
relation to teachers and nurses) in the relevant chapters on the individual agencies.
Seeking improvements in productivity should be the main focus.

From the Review’s perspective, the efficiency and effectiveness of the public sector
depends on the quality and leadership from the middle and senior management as
mentioned above. Reducing the size of senior executive service will be a false
economy — the Government requires best leaders to deliver on its priority outcomes,
that is, sound economic management and delivery of efficient and effective services to
the community, and manage areas of high risk.

4.3.3 PUBLIC SECTOR CHARACTERISTICS

Characteristics of the Public Sector should be its professionalism, strong leadership at
government and public sector levels, high skill levels and willingness to adopt modern
management practices and progressive service delivery arrangements. Willingness to
use community expertise and service organisations should also feature high on the
Public Sector’s agenda.

More flexible workforce arrangements are becoming an increasingly important feature
of the workplace environment. Priorities often change across the Public Sector, and
workforce policies should allow for this through employment of specialist staff and
skills on an ‘as required’ basis. Capacity to offer targeted specialist employment
packages seem practical for the ACT Public Sector, particularly given its unique and
diverse mix of state and local government services.

The Review accepts that the Service culture will not change overnight, and requires
significant investment in staff and leadership development. Central agency focus on
this is required to facilitate the one service ethos and drive the changes required from
the Review.

Recommendation 17: the Chief Minister’s Department develop a program of
cultural change for the Public Service, particularly targeted at middle and senior
management, to strengthen focus on strategic, whole-of-government, outcomes
and continuously improving efficiency considerations. Other elements of public
service organisation should be aligned with this new focus.
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CHAPTER 4.4 ONGOING REVIEW AND
COMPLIANCE

OVERVIEW

The Review recognises the significance of the changes its proposing, and the
magnitude of the tasks faced by Ministers, Chief Executives and their departments. In
progressing these, it will be important that they are implemented in a way that is clear
to understand and follow, and they can stand the scrutiny and tests of accountability
expected from the Public Sector. Proof of compliance with the Government’s
objectives from the Review will also be an important measure of performance.

Many recommendations touch on areas that have been subject to close interest over
the years from the Legislative Assembly, industry and business, and the community.
The degree of improvement in services to clients and the better positioning of the
Territory economically as a good place to do business will measure the success of any
changes implemented. Issues of probity will also come to the forefront, particularly in
the high capital investment areas being proposed by the Review.

Key areas of change range across procurement practices, asset management and
infrastructure development, and planning and land development. The Review is also -
proposing critical investment in areas such as education. The size of these tasks, and
the Government’s expectations, justifies higher levels of response and compliance
from departments.

4.4.1 SCRUTINY AND COMPLIANCE

Implementation of the Review’s recommendations requires an enhanced compliance
and accountability audit framework.

The ongoing and continuing nature of the reforms over the medium to long term
dictates that appropriate capacity for compliance and performance auditing is also
available to the Auditor-General across this horizon. The Review proposes that
additional resources of $1.0 million per annum be provided to the Auditor-General to
enhance capability for the Office to undertake future compliance and performance
audits.

Recommendation 18: additional funding of $1.0 million per annum be provided
to the Auditor-General for compliance and performance auditing.

Summary of Savings and Staffing Impacts

2006-07 2007-08 2008-09 2009-10 Total FTE
$m $m m m Impacts

Auditor General - Additional Funding -1.000 -1.025 -1.051 -1.077 TBC
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WHOLE OF
GOVERNMENT
ISSUES
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CHAPTER 5 WHOLE OF GOVERNMENT
ISSUES

OVERVIEW

This Chapter covers a range of issues that impact across a number of agencies, or the
whole public sector. Those are:

e Public Service Superannuation Arrangements;

e (Cash Management and Control;

e Non-Executive (Advisory) Boards and Committees;
e (Customer Services;

e Sustainability;

e Annual Reports;

e Territory Records;

e Municipal Services;

e  Whole-of-government Fleet;

e Office Accommodation;

e Legal Services;

e Intergovernmental Agreements and Negotiations;
e Integrated Document Management System; and

e Insurable Risk Management.

The Review has identified potential efficiencies and savings in a number of these
areas. '

5.1 PUBLIC SERVICE SUPERANNUATION ARRANGEMENTS

Introduction

The States have closed former state superannuation schemes to new members. New
employees in most cases are offered only the standard minimum Superannuation
Guarantee level of employer contributions (9 per cent). Some States allow a small
supplement to employer contributions where the employee makes undeducted
contributions of specified minimum amounts.

In general, private sector employees (including in the ACT) in industries directly
competing with public sector employees (e.g., private school teachers) also are
provided by their employers with 9 per cent superannuation.

In contrast, ACT arrangements for public sector employers match those of the
Commonwealth. This imposes significantly higher costs on the ACT budget
compared with schemes in the other states. This cost will accumulate to very high
levels in coming years.
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From 1 July 2005, the Commonwealth has changed its superannuation arrangements
with the replacement of the open PSS defined benefit scheme with a lump-sum
accumulation scheme (PSSAP) for new entrants. The Commonwealth has set the
employer contribution rate for PSSAP at 15.4 per cent of salary. This is the same
level as actuarially determined for current PSS members, and the employer continues
to meet the scheme administration charges.

From 1 July 2006, the ACT Government must adopt superannuation arrangements
that comply with the Commonwealth’s choice of fund requirements under the
Superannuation Guarantee (Administration) Act 1992.

Superannuation entitlements are not specified in industrial agreements for new
employees. The Review considers that:

e maintaining employer contribution rate at 15.4 per cent for new employees places
unsustainable long-term pressure on the ACT budget;

e there does not appear to be compelling reasons to replicate the arrangements
adopted by the Commonwealth;

— the ACT Government does not compete with the Commonwealth for a
substantial proportion of its workforce;

— for staff categories where the ACT competes with the Commonwealth,
non-superannuation remuneration options are a more appropriate tool to attract
and retain select staff if this proves necessary;

e while unions and prospective employees appear to place more emphasis on salary
levels than on superannuation contributions, this, however, does not mean that
unions will not resist a reduction in employer contribution rate.

The Government may adopt superannuation arrangements for new employees separate
to the Commonwealth and more in line with those of the States and Territories, and
the Review recommends this approach. It is proposed that the employer contribution
rate be set at the statutory 9 per cent level. This, however, may be increased by 1 per
cent as an incentive for employees to make undeducted contributions of a matching or
higher amount.

Options for the Future

Other Jurisdictions

All other jurisdictions have adopted fully funded accumulation scheme arrangements,
with employer contributions set at the minimum requirement of 9 per cent. Some
(including Queensland and SA) provide slightly higher employer contributions where
employees make matching non-deductible contributions.

Compared with other jurisdictions, the ACT budget has faced financial uncertainties
due to the defined benefit nature of the previous PSS scheme. The cost of the public
sector to the ACT Government has also been higher compared with other jurisdictions
due to a higher contribution rate. This would continue under current arrangements.
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Financial Considerations

While the introduction of an accumulation scheme (PSSAP) will shift investment risk
to the employee, the impact of superannuation costs on the ACT Budget will continue
to increase. Mortality risks (death and disability) are compulsorily covered through
insurance arrangements linked to the scheme (compulsory cover should continue in
the proposed new scheme).

The reimbursement to the Commonwealth for CSS and PSS employees is forecast to
increase from around $58 million per annum in 2005-06 to $250 million per annum in
2038-39', in today’s value. In addition, the Territory will be required to meet an
estlmated cost of $198 million per annum (in real terms) for PSSAP employees.

This is a seven-fold increase in real terms over the next thirty years. In order to
maintain the budget flexibility and structure of today, it will need to grow by around
5 per cent per annum in real terms over this period. A fiscal strategy that is based on
achieving such growth rates in budget is not practical. In summary, maintaining
employer contributions at 15.4 per cent is not affordable in the long run.

The following table highlights the potential savings across the forward estimates
period from the adoption contribution rates for new employees lower than the current
rate of 15.4 per cent’.

Table 5.1: Savings from Lower Employer Contribution to PSSAP

Contribution Rate 2006-07 2007-08 2008-09 2009-10 Total
$m $m $'m $m $m
Statutory Contribution Rate of 9% 1.7 5.2 8.6 '1 2.0° 27.5

Contribution Rate of 10% 1.5 4.4 C 73 10.1 23.3

Source: ACT Treasury.

The savings increase significantly in the medium to longer term, being in excess of
$700 million over the next 20 years.

Recommendation 19: in relation to public service superannuation arrangements:

e the Government adopt the statutory employer contribution rate of 9% for its
new employees from 1 July 2006;

e the employer contribution rate be increased by an additional 1%, to 10%, for
employees who opt to make employee contributions of at least 1% ; and

¢ the contribution rate be maintained at the current level for employees joining
the ACTPS prior to 30 June 2006 (grandfathering provision).

! Data provided by ACT Treasury — Superannuation Unit.

? These estimates assume that employees already in the PSSAP will be grandfathered from any reduction in
employer contribution, i.e., there are no savings for new employees joining the ACTPS (and therefore joining the
PSSAP) in the period 1 July 2005 to 30 June 2006. Similarly, there is no change to contributions for existing CSS
and PSS members.
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Need for Alignment With the Commonwealth

At self-government, the Commonwealth and the Territory agreed that the ACT
Government employees would continue the membership arrangements that applied to
Commonwealth employees. The main reason at that time was to recognise staff
mobility from the Commonwealth to the ACT Public Service.

In future, separate superannuation arrangements for ACTPS employees are not
expected to unduly affect mobility between the two services. After 1 July 2006,
accrued superannuation benefits can be transferred should an employee elect to do so.

A more significant issue that has been raised in favour of replicating Commonwealth
arrangements relates to the competitiveness of the ACTPS to attract and retain staff,
given that both draw their staff from the same population.

The ACT, however, does not compete with the Commonwealth for a substantial
proportion of its public servants, such as teachers, nurses, health service professionals,
child protection workers, fire fighters, rangers etc. Staff attraction and retention
strategies for these categories do not need to be based on parity with the
Commonwealth.

For administrative/clerical and policy staff, the ACT indeed competes with the
Commonwealth. Special Employment Arrangements available under the Certified
Agreement may be a more appropriate and cost effective tool to maintain
competitiveness with the Commonwealth in these staff categories. However, this
should be considered only if market experience demonstrates that it is essential. In
practice, different superannuation entitlements have co-existed in competing labour
markets with limited effect in competitiveness. :

It should be noted that about 75 per cent of Commonwealth employees work in the
States, and arguably compete with the States for workers. The States nonetheless
have closed their superannuation schemes.

Implications for Wage Negotiations

In the wage negotiations, the unions have generally sought to achieve parity with
NSW (for example for nurses and teachers in the previous EBAs). However, the
ACT’s higher superannuation rate has not been recognised by the unions in
negotiating parity on wage outcomes.

The higher superannuation costs relative to NSW have not resulted in relatively lower
costs in direct salaries.
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5.2 CASH MANAGEMENT AND CONTROL

Introduction

The Financial Management Act 1996 provides for the departmental appropriations to
be deemed as net appropriations, i.e., departments are able to retain (and spend) any
additional interest revenue without seeking a further appropriation. Over time,
departments have (collectively) built up significant cash and investment balances.

As at 30 June 2005, departmental cash and investment balances totalled $230 million.
Interest earned by agencies in 2004-05 was $12.9 million, which was approximately
$6 million above the original budget estimate.

Agencies have discretion over the use of these funds, without any reference to
Cabinet. The Review proposes provision of cash to agencies on ‘just in time’ and
needs’ basis. Benefits of cash holdings should be retained at the
whole-of-government level, except where precluded by intergovernmental agreements
(e.g., Housing).

Current Arrangements

The Territory’s financial management framework introduced in 1996 included
devolved banking arrangements, and the ability for departments to invest syirplus cash.:
This was introduced with an aim of providing incentives for agencies to effectively
manage cash balances.

Since its inception (in 1996), the cash management framework has been ~unc1éar about
the appropriate levels of cash reserves to be retained by departments, and the use of
additional cash accumulated, for example through interest earnings.

At 30 June 2005, 9 departments held between 1.8 and 9.9 times their budgeted cash
and investments. All departments earned more interest than budgeted - 7 departments
earned between 1.5 to 2.1 times their budgeted amount.

The following table provides actual results for cash and investments and interest
revenue by agency for 2000-01 and 2004-05, which highlights the significant increase
in agency cash holdings. It also provides the estimates of interest revenue as included
in the 2005-06 Budget.
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Apart from retaining cash from unspent appropriated funds relating to specific
uncompleted purposes, there is little justification for departments holding excessive
cash and investment balances, either during or at the end of each year. The benefits
from excessive cash holdings should not necessarily accrue to individual departments,
but rather be available to the wider Budget as a whole, and for consideration and
redistribution by the Government against its priorities.

There is a lack of clarity under the framework relating to defining the use departments
can make of any unspent cash. Some departments have, for example, used cash and
investment reserves to meet additional costs such as salaries, supplies and services
and grant payments as examples.

While this can be useful, for example, in minimising calls on Treasurer’s Advance
and supplementary appropriations, it carries a perverse impact of allowing
departments to incur unapproved expenditure. This unapproved expenditure by
departments lacks transparency, and puts the Territory’s budget targets at risk.

Proposed Changes to the Framework

The existing cash management policies and practices should be modified to eﬂsure
that full opportunity is available to the Government to utilise any financial benefits
from its cash management policies, and to strengthen the transparency and
accountabilities around the cash management framework.

Departments’ Cash Balances Reduced to an Appropriaté Level

Cash balances should be reduced, maintained, and monitored, at “just in time” limits.
The limit should include a buffer (e.g., 5% of supplles and services) plus other agency
specific items (such as revenue received in advance, salary packaging monies and
special funds held by the department).

Establishment of a working cash buffer should be determined individually for each
department, taking account of specific financing circumstances.

Flexibility should be incorporated to review levels of required cash during the year
if/as additional cash requirements are identified by departments (e.g., higher payout of
leave provisions due to increased retirement levels).

No Investment of Unspent Funds by Departments

The Review proposes that departments no longer invest or earn interest, except where
specific conditions apply to special funds held by the agency (e.g., NRMA fund held
by ACT Health, and Housing ACT).

Where specific conditions apply, the balances should be quarantined, and be
prescribed by instrument limiting the use of any interest earned to that purpose only.
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Recommendation 20: in relation to cash management and control:

e the cash management framework be modified to provide for monitoring
agency cash balances and maintaining these on a needs basis;

e interest earnings accrue to the Budget, except where specific conditions apply
to special funds held by the agency (e.g., NRMA fund held by ACT Health,
and Housing ACT); and

e necessary amendments to the Financial Management Act 1996 be introduced
with the aim of their passage before the start of 2007-08 financial year.

Budget Impact and Savings

These changes to the cash management framework will provide a net benefit to the
Budget. Given that agency cash and investments have typically been higher than the
budget estimates, it is reasonable to expect that benefit to the Budget will be higher
than the forward estimates of interest revenue.

The additional benefit is from the revenue not included in the forward estimates.

Table 5.3: Estimate of Savings and Additional Interest Earnings

2006-07 2007-08 2008-09 2009-10

5 $'m $'m $'m $'m

Savings against the Budget Forward Estimates 4.9 5.1 5.2 5.2
Additional Interest Earnings \ 47 4.5 4.4 4.4
Total Budget Impact 9.6 9.6 9.6 9.6

Source: ACT Treasury. Note: The above table excludes Housing ACT and schools dccounts.

5.3 NON-EXECUTIVE (ADVISORY) BOARDS AND
COMMITTEES

Introduction

Boards are either of an advisory nature, or have executive functions assigned to them.
The latter-category is discussed in the Machinery of Government Chapter

(Chapter 4.2) and in some other individual chapters. This section deals with boards,
councils and committees that are of an advisory nature.

Ministers and departments seek policy advice from a range of sources, including
through community consultations, consultants, their own staff, boards, committees
and councils, which include members external to the ACT Government. There is
value in sourcing a diversity of opinion and advice, as it leads to innovation and the
ability for issues to be considered from different perspectives. Departments also
establish cross-departmental committee arrangements, to seek wider input into policy
development.

STRATEGIC AND FUNCTIONAL REVIEW OF THE ACT PUBLIC SECTOR AND SERVICES  PAGE 84




- CABINET-IN-CONFIDENCE

Boards and Committees Across Government

The Review sought information on the number of advisory Boards and Committees,
and the costs of supporting these structures. Significant resources are consumed
through the process of supporting these structures. The number of boards and
committees, has grown dramatically over recent years.

50 Total Boards and Committees: 1999-2000 to 2004-05
160
140
120
g 100
3 80 ——
60 ———
40 1
20
0 . . ; , —
1999-00 2000-01 2001-02 2002-03 2003-04 200405

The mechanism for reviewing the roles and ongoing need for boards and committees |
is unclear. /

In many cases, groups only need to be established in the short term, while in-other
cases, different forms of community engagement could be pursued, such as regular
community forums or targeted consultations. Under any model, the key governing
principle should be one 6f minimal overhead support and costs.

Cost to Government

The cost of sitting fees for the current boards and committees is estimated
conservatively at around $2 million per annum*. The Remuneration Tribunal also
makes determinations regarding travel allowances for Part Time Holders of Public
Office, which have not been included in this estimate. Other support costs® could be
significantly higher than the sitting fees®.

Only a third of the boards and committees identified to the Review have sitting fees
approved by the ACT Remuneration Tribunal. The remaining entities will most likely
have other methods to support the inclusion of community members, such as

* The estimate is based on the Remuneration Tribunal decision in December 2005 in relation to Part Time Holders
of Public Office, with the assumption of each entity meeting four times a year for over three hours. In reality, it is
clear that most of the entities approved by the Tribunal meet many more than four times a year, so the actual cost
to government in sitting fees is much higher.

5 These include for example, the cost of secretariat staff, food and refreshments, venue hire and other materials.

¢ One agency has estimated the costs of these support activities, as being over $650,000 per annum, when added to

sitting fees, the costs of supporting their committees is over $830,000 per annum. Another agency has estimated
the total cost of supporting its boards and committees at over $1.84 million a year.
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reimbursement for costs of travel, or community participation payments etc. These
groups will also incur costs in relation to secretariat, venue and associated materials.

In principle, the payment of sitting fees or other fees to board and committee members
should be considered in cases where external expertise is required. All fee payments
should be initially set, and subject to review, through the Remuneration Tribunal
processes.

Inter and Intra Departmental Committees

Added to the above, there are significant cross-government costs involved in inter
departmental committee structures. For example, one agency is represented on over
55 different working groups, committees and fora across government, predominantly
at senior officer and senior executive level. The estimated cost to the agency of this
representation is over $170,000 per year.

Conversely, the same agency has estimated the cost of resourcing and participating in
internal entities, which it has established itself, at over $290,000. In total, around
$500,000 is being spent just on the support for and participation in, internal
government committees and fora.

Recommendation 21: each agency review its boards and committees structures

(both internal and those which involve external members), targeted to reducing
associated overheads. Savings from this are estimated at $1 million in 2006-07

and rising to $2 million onwards. Savings are to be apportioned on the basis of
current costs, and applied to agency budgets from 2006-07.

Determinations of the ACT Remuneration Tribunal

In principle, sitting fees for boards and committees should be determined under the
Remuneration Tribunal Act 1995. There are a number issues associated with the
administration and tracking of the Tribunal’s determinations. These are discussed
below.

The most recent determination of the Tribunal in December 2005, with regard to
sitting fees for chairs and members of boards and committees, includes a range of

. bodies that no longer exist and/or have not existed for some of time’. Some agencies
are operating under an impression that the Tribunal has made a determination, when
there is no evidence to support this®. Lastly, many of the names of entities in the
Determination have changed, and, in some cases, both the old and new names of the
same group appear in different categories of the Determination.

7 For example, the ACT Bill of Rights Consultative Committee finished its work and reported to Government in
May 2003. The Surveyors Board of the ACT was abolished through the passage of the Surveyors Act 2001.

& For example, the 2004-05 Annual Report of the ACT Planning and Land Authority indicates that three advisory
boards which it established during the year, under the Construction Occupations (Licensing) Act 2004, are entitled
to payments under the Remuneration Tribunal Act 1995. There is however, no reference to these advisory boards
in the December 2005 determination by the Tribunal, or in any other of its determinations.
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Whilst the above are examples only, they point to a need for greater responsibility for
matters referred and determined by the Remuneration Tribunal. Payments to boards
and committees, should not be made without formal determination by the Tribunal.
This should include interim approvals for daily sitting fees in advance of the next
formal round of determinations.

The Remuneration Tribunal Secretariat should update and issue guidance information
to departments to assist in this administrative review.

Recommendations 22, 23 and 24:

e agencies review the status of all boards, committees and office holders for
which fees are determined by the Remuneration Tribunal, to review and
update information to the Tribunal, including interim approvals to daily
sitting fees.

e agencies review all boards and committees where sitting and other payments
are made, to ensure eligibility under the Remuneration Tribunal’s
Determinations.

e policy guidelines on entitlements and practices be issued by the
Remuneration Tribunal secretariat, to assist agencies in regularising these
arrangements.

5.4 CUSTOMER SERVICES

In 2001 the ACT Government established Canberra Connect to improve service
delivery to the community by providing multiple information and transaction channels
based on the same systems and processes.

Canberra Connect provides shopfronts, a call centre and internet services to enable
easy access to government information and payment services. It currently provides
call centre functions for the Department of Urban Services, Environment ACT, the
Department of Disability, Housing and Community Services and Chief Minister’s
Department. The majority of calls are related to Department of Urban Services

(52 per cent) or Switchboard (people seeking access to individual employees —

15 per cent)’,

In total in 2004-05 Canberra Connect undertook 1.5 million transactions and collected
$342 million in government revenues. Its transaction channels include over the
counter, Internet, telephone, BPay and more recently, Australia Post.

In spite of its rapid growth, successful branding and introduction of on line payment
and receipting functionality, Canberra Connect is still predominantly a vehicle for
municipal type functions handled by the Department of Urban Services.

? Australian Shared Services Excellence Awards 2006 — Submission for Best Mature Shared service Organisation,
Canberra Connect 2006.
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Other ACT agencies have shopfronts, run on line payment and receipting services and
operate call centres. Also, ActewAGL operates a number of shopfronts, a call centre
and on line payment arrangements.

DUS identified further opportunities to rationalise and consolidate service counters
into the Canberra Connect shopfront network. These changes would expand
community access to services across the city. The table below, although not
exhaustive, indicates the breadth of agencies that currently provide information and
services through a shopfront-type arrangement.

Table 5.4: Shopfronts by Agency

Chief Minister’s Department ACT WorkCover
Cultural Facilities Corporation
Environment ACT

Department of Treasury ACT Revenue Office

ACT Health Community Health Centres
Healthpact
Health Protection Setvice

Department of Education and Training Office of Training and Adult Education
CIT campuses

Department of Economic Development Tourism Shopfronts
Business Gateway

Department of Urban Services Canberra Connect Shopfronts
ACTION
Libraries

Department of Disability, Housing and Community Youth Justice
Services Housing ACT
Care and Protection
Therapy ACT

Department of Justice and Community Safety Registrar-General's Office

! Office of Fair Trading
Elections ACT

ACT Ombudsman
Discrimination Commissioner
Public Trustee_

Legal Aid

Office of the Community Advocate
ACT Corrective Services
ACT Policing Stations
Magistrates Court

Supreme Court

ACT F”Ianning and Land Authority Dickson

\ ; Mitchell
Land Development Agency Gungahlin

Kingston Foreshore

~ While in some cases these may be inextricably linked to the agencies’ core business,
in other cases it should be possible to integrate these information and payment/receipt
channels to deliver a more efficient service with greater capacity to manage peaks and
troughs in workload.

It would appear that functions currently provided through the shopfronts of Housing
ACT, the Registrar-General’s Office, Environment ACT, Office of Fair Trading and
ACT Revenue Office could be considered for incorporation into the Canberra Connect
network.

The use of the Canberra Connect call centre to take the first line calls for a range of
services provided by the Department of Disability, Housing and Community Services
is but one example of the growth potential. However such growth will need to be
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carefully planned and based on a detailed business case. The business case should
consider the range of options for managing the channels (either individually or
collectively) and whether this is best achieved within the Department of Urban
Services, the Shared Service Centre, another government related entity or outsourced.

Recommendation 25: a detailed business case be developed under the leadership
of the Department of City and Territory, for consideration by the Government
by December 2006, on the further consolidation of government information and
payment and receipting services. This business case should include
consideration of which shopfronts, call centres and other information portals
and which payment and receipting systems should be merged into one
Government approach and how and by whom, such a service should be
managed.

5.5 SUSTAINABILITY

The Government’s commitment to sustainability is demonstrated through policy
documents such as People, Place and Prosperity. Further commitments were made in
2004 to consider the introduction of Sustainability legislation.

The Review is aware that the Office of Sustainability proposes to undertake
community consultation in respect of creation of a Sustainability in Government Act. -
The cost impacts of this legislation are unclear. The Submission to Cabinet indicated
that agencies were to absorb any costs. ' '

Significant impacts are likely from such legislation. The assessment of true costs will
only be known down the track, and beyond any period where the Government could
pull back from the community expectation created by legislation.

Issues of sustainability are important and should be part of the Government’s public
policy. There is concern that the true costs have yet to be identified, and this is
reinforced by most agencies. Given these uncertainties, the Review proposes that
issues of sustainability be managed through administrative policy rather than in
legislation.

Législation could be considered once the framework has bedded into departments
accountability/reporting frameworks, and assessed at the whole-of-government level.

Recommendation 26: the Government’s sustainability framework be
implemented through administrative policy mechanisms, rather than in
legislation.

5.6 ANNUAL REPORTS

Guidelines for annual reports are issued by the Chief Minister under the Annual
Report (Government Agencies) Act 1995. The Chief Minister issues annual report
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directions on the content of departmental annual reports, their structure and the
standards to which the publication should be produced.

The directions to agencies have expanded considerably since 1995, with increasing
cost and resource effort impacts. Annual reports are no longer a simple record of a
department’s performance, output and financial performance. They have also become
the mechanism for reporting across a large range of government policies, reviews and
responses to inquiries and the like. In order to accommodate all information
requirements, many agencies’ annual reports are published in two volumes.

The level of resources applied by agencies to the production of their annual reports
has grown. Some agencies now employ contractors or engage senior staff for a six
month period in order to co-ordinate the production of the reports. Added to this are
the significant costs associated with staff across departments providing input for the
report, the costs of design, editing, and publication. The costs of some agency reports
would exceed $100,000 a year. Applying this across the government as a whole could
see costs exceeding $1 million per annum.

It is proposed that the Annual Report Directions be significantly streamlined, and the
production quality reduced without compromising content.

Agency Annual Reports for Financial Years

Annual reports by agencies should focus on financial, performance and output
information, on a financial year basis. Reports on policy implementation and plans
should be divided between those required on a calendar year basis and those devolved
back to the agency with policy responsibility .

Agency annual reports should include the following: .

e Overview, achievements and challenges;

e Strategic and organisational planning;

e Human resources (includihg staffing profile);
e  Workplace safety;

e Learning and development;

° Wofkplace relations;

e Fraud prevention;

e Risk management and internal accountability;
e Financial statements and performance;

e Asset and capital works management;

e . Territory records;

e External labour and services; and

e Service purchasing, grants and sponsorship.

This should result in a reduction in the size of annual reports, while ensuring that
accountability is maintained.
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Agency Annual Reports for Calendar Years

Agency annual reports for the calendar year would include that information not
required to be produced on a financial year basis for management purposes, but which
is still required to be disclosed for the purposes of community accountability. This
information covers:

e Community engagement;

e Advisory boards and committees;

e External scrutiny;

e Legislative assembly committee reports;
e Auditor-general reports;

e  Ombudsman reports;

e Government inquiries and reports; and

e Legislation and regulatory activities.

Whole of Government Policy Implementation Reports

A number of agencies responsible for whole-of-government policies already provide
annual progress reports to the Legislative Assembly. It is proposed that greater use of
this approach be adopted for reporting on whole-of-government issues, as opposed to
the current inclusion of such materials in each department’s annual reports/ This may
require legislative amendments in a number of cases. These reports cover, for "
example:

e  Human Rights Act;

e Access to Government;

e Multicultural Framework;

e Aboriginal and Torres Strait Islander reporting;
e ACT Women’s Plan; )

e Freedom of Information;

e Public Interest Disclosure;

e Ecologically Sustainable Development reporting;
e Commissioner for Environment;

e Bushfire management plans; and

e Procurement processes.

Quality of Production and Publishing

There are significant costs associated with the current standards in annual and other
reports, and the availability of hard print copies. The costs should be weighed against
the benefits and the technology alternatives available to the community. A more
reasonable approach is to standardise the quality across departments in more simple
terms.
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Release of Publications

The extent of availability of hard copies should be reconsidered and greatest possible
use made of the IT facilities (internet etc), with minimal production copies retained.
Electronic release arrangements should take account of statutory reporting
requirements, and access to information by those not able to use electronic formats,
such as through libraries.

Recommendations 27, 28, 29, 30 and 31:

e annual and policy reporting arrangements be streamlined to smooth
reporting pressures and costs, without reduction in accountability
requirements of departments;

e financial year Annual Reports be streamlined to include only key reporting
areas relating to financial, staffing, accountability, management, external
labour and service purchasing matters;

e calendar year Annual Reports include community engagement, external
scrutiny, advisory boards and committees, government inquiries and
regulatory activities;

e policy implementation reporting be coordinated by originating policy
departments, and tabled in the Legislative Assembly; and

e all government reports be produced to base publishing standards, with
minimal printing of hard copies. Alternate use of electronic format and
departmental websites be adopted.

5.7 TERRITORY RECORDS
Public Access Regime

Records management carries a significant financial impact, which will only increase
over time. Insufficient recognition has been made of the costs of effective record
management, for example, the deficiencies identified by Boards of Inquiry and
_through the Courts system.

Many agencies have concerns about the cost implications of implementing the
Territory Records Act 2002. It appears that most agencies have implemented the
requirements of the Act without adequate resources to maintain the requirements
under the legislation, and the further developments required.

The current legislation requires implementation of a public access regime in 2007.
Departments have advised that this involves additional costs. Given the significant
amount of personal records held by agencies across government, there is budgetary
risk that an effective public access regime will require significant additional funding
and resources. The priority for the next stage is considered low against other service
pressures faced by the Government, and the next stage should be deferred, with
legislation amended accordingly.
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A number of agencies still have to undertake archival activities, to effectively account
for their records that have not been registered on any retrieval or access system.

The legislation also makes an agency responsible for all records associated with
functions that they have administrative responsibility for under the Administrative
Arrangements Orders (including all historical records).

Further work is also required on a whole-of-government basis in relation to records
created by non-government agencies contracted for the purpose of managing clients
on behalf of government agencies.

Recommendation 32: the Territory Records Act 2002 be amended to defer the
commencement of the public access regime for Territory records, preferably to a
date to be fixed by subsequent instrument.

5.8 MUNICIPAL SERVICES
Legislation

Specific municipal services are provided under a range of Acts and Regulations, some '
of which date back to the 1930s. The Department of Urban Services raised the
development of a single Municipal Services Act as a strategic option for the
Government.

Although consolidation of legislation may carry some benefits, it does not appear that
the current fragmentation of legislation has compromised service delivery. A further
- issue to consider is that consolidation along the municipal services has the potential to
fragment some of the existing legislation. An example in this regard is the Land and
Planning legislation.

Consolidation of legislation is a potentially considerable task that would have direct
and indirect costs. The Review is not convinced that legislation consolidation is a
priority at this time, and considers that no additional resources should be made
available for this purpose. Any legislative improvement in this area should be made
without resource supplementation.

Recommendation 33: any work on the consolidation of municipal services and
associated legislation be undertaken within the existing resources.

Financial Management

Potential for increases in General Rates are further discussed in Chapter 11 in the
context of fully offsetting the costs of Municipal Services. The Review proposes a
base increase of 6 per cent in 2006-07. It is also proposed that rates be increased
annually by a Wage Cost Index, rather than the CPI, to reflect the increase in cost of
services.
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5.9 WHOLE OF GOVERNMENT FLEET

Government Vehicles

The ACT Government Fleet has 1,220 vehicles. The fleet includes Y-Series plated
(senior executive) and 200-series plated (pooled) vehicles. These include sedans,
wagons and other vehicles (such as utes and dual cabins).

Wagons and other vehicles in general may be used for particular services, such as
ranger and inspectorial services. Excluding these vehicles, around two thirds of the
sedans are of 4-cylinder construction.

The road system in Canberra is good and ordinary pooled vehicles are not required to
go off-road or carry equipment. Requiring all vehicles to be of 4-cylinder
construction, except those necessary for specific purposes, has potential for savings of
around $650,000. There would also be a level of saving from reduced fuel
consumption, estimated at $200,000.

A significant portion of 6 cylinder sedans and wagons are ‘Y plated” vehicles, and a
substantial number of these will be entitlements of the senior executives under their
remuneration package. Accordingly, this policy may be viewed as lowering the
remuneration package for senior executives. It is possible, however, that senior
executives would take the equivalent cash component and not use a leased vehicle
through the fleet arrangemients'.

Savings from the above measures, totalling $0.850 million will be progressively“
realised as leases expire and vehicles are replaced over the next two years.

Table 5.5: Estimated Savings from Vehicle Replacement Program (6-cyclinder to 4-cylinder)

2006-07 2007-08 2008-09 2009-10
$rm $!m $,m $lm
Vehicle Replacement Program 0.275 0.550 0.850 0.850

Source: ACT Treasury.

Recommendation 34: all 6-cylinder sedans in the Government vehicles fleet be
progressively replaced with 4-cylinder cars, as their leases expire (with agency
budgets adjusted accordingly).

Management Fees

The fleet management fee charged by Rhodium is on average around $130 per month,
per vehicle'!. Benchmarking undertaken by Treasury indicates that these costs in
other jurisdictions range between $25 and $50 per month.

19 Should a situation eventuate where a significant number of senior executives in a Department opt for the cash
component, there may be less vehicles available for business use. The cash component, however, is lower than the
actual cost of providing a leased vehicle, and therefore, there could be some further savings. In such a situation,
those savings could be utilised to address travel needs.

1 This includes vehicle changeover and disposal.
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The Review recognises that fleet management is a scale driven business. However,
the fleet management charges appear high when the size of the fleet managed by
Rhodium is also taken into account'?. The Review is advised that in the ACT market,
a price of $50 per month per vehicle is expected. The future arrangements for
Rhodium are being addressed separately by the Review. Irrespective of those
arrangements, however, benchmark costs should be realised. This will return savings
in the order of $1.1 million per annum.

Recommendation 35: management fees for government fleet be set at
benchmark price (estimated at $50 per vehicle per month), providing estimated
savings of $1.1 million per annum (with agency budgets adjusted accordingly).

Reducing the Size of the Fleet

Vehicles in the government fleet are replaced after two years or 40,000 kilometres,
whichever is earlier. A significant proportion of the vehicles (in excess of 40% of the
fleet) travel less than the allowable 40,000 kilometres before their disposal”.

While the distance travelled under the allowable limit may not be an exact méasure, it
could be reasonable proxy for assessing excess capacity in the pooled fleet. Based on
the information available, this equates to around 60 vehicles.

The Review proposes a conservative decrease of 40 vehicles in the pooled
government fleet.

Recommendation 36:

 the size of the pooled fleet be reduced by 40 vehicles, with savings starting at
$0.2 million in 2006-07 rising to $0.5 million per annum being realised to
budget; and

e the decrease be allocated to agencies on the basis of the distance travelled
under the maximum allowable limit at the time of disposal.

5.10 OFFICE ACCOMMODATION

Current Occupancy Rate

Governments across Australia have a range of occupatlonal density targets, ranging
from 15m? per full time equivalent staff member to 18m> per FTE, with the ACT
sharing the upper end of the scale with South Australia and Victoria.

12 For example, the unit costs in the ACT are more than five times the costs in another jurisdiction with a fleet
which is around three times larger.

! For example, over the two-year period 1 October 2001 to 30 September 2003 there were 440 (200 series’)
vehicles disposed, with an average of 11,423 kilometres under the allowable distance.
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The ACT’s actual density in 2004 was 17.6m” per FTE, down from 21m? in 2001, and
about mid range of the States and Territories. It is notable that only one jurisdiction
was at or below their density target in 2004.

| W Target O Actual ‘

| [ ] ol

Square Metres

NSW NT QLD SA VIC WA ACT

Since 2004, however, the space usage across the ACT Government has increased
considerably to around 20.6m? per person. The current occupancy rates by agency are
set out below.

Table 5.6: Office Space Utilisation by Agency

R AV =l e
ACT Planning and Land Authority 1 6,125 310 19.8
Auditor-General’s Office . 500 30 16.7
Chief Minister's Department - 7,792 312 24.9
Commissioner for the Environment i 116 4 29
Department of Economic Development 2,690 105 25.6
Department of Education and Training - 7,406 390 19.0
Disability, Housing and Community Services 16,300 827 19.7
Department of Urban Services 10,562 527 20.0
Emergency Services Authority 3,874 192 20.2
ACT Health 13,718 655 20.9
INTACT 5,243 288 18.2
Justice and Community Safety 10,146 434 23.4
Department of Treasury 4,480 257 17.4
ACT WorkCover 1,344 56 24.0
Total 90,287 4,387 20.6

It can be seen from the above table that all agencies are occupying well above 15m*
person. The 90,287m2 of office accommodation comprises 37,654m2 in owned
properties and 52,633m2 in leased accommodation. The current annual rental for the
leased space is $17.050 million.
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Short Term Measures ,

Over the next 18 months to September 2007, six rental leases comprising 10,052m? at
a current cost of $3.551 million will expire.

The staff within these six leases should be relocated into the existing owned or leased
space. Assuming no reduction in staff numbers, the average space usage per staff as a
consequence would improve to 18.3m?.

Departments with excess capacity will be required to make space available for this
purpose.

Additionally in 2009-10, further leases will expire, some of which will not need to be
renewed. The accommodation implementation strategy discussed below will identify
these leases.

Table 5.7: Saving by Lease

2006-07 2007-08 2008-09 2009-10

$'m $'m $m $'m
Scala House Lease 0.108 0.144 0.144 0.144
14 Moore Street Levels 12 and 13 0.265 0.398 0.398 0.398
Eclipse House ] 1.021 2.041 2.041 2.041 .
20-22 Challis Street 0.047 0.097 0.097 0.097;
Allara House 0.165 0.330 0.330 0.330
12 Moore Street Levels 2,7 and 8 0.000 0.406 0.541 0.541
Further Lease Reductions / i - - 2.700
Total . " 1.606 3416 3.551 6.251

The Review proposes that the savings associated with lease costs be returned to
budget. The following table provides estimates of savings allocated to agencies.

Table 5.8: Saving Allocated to Agencies
’ 2006-07 2007-08 2008-09 2009-10

| $m $m $m $m
Department of /U;rban Services 0.145 0.219 0.219 0.219
Chief Minister's Department 0.229 0.411 0.411 0.411
ACT WorkCover 0.075 0.156 0.156 0.156
Disability, Housing and Community Services 0.013 0.431 0.566 0.566
ACT Health 0.037 0.073 0.073 0.073
Department of Treasury 0.144 0.270 0.270 0.270
Justice and Community Safety 0.963 1.856 1.856 1.856
Further Lease Reductions - - - 2.700
Total 1.606 3.416 3.551 6.251
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Recommendation 37: in relation to government office accommodation:

e the six rental leases due to expire by the end of December 2007 not be
renewed;

e all current occupants of these be absorbed within existing Government
owned or leased space; and

e savings from these leases expiries will amount to $3.551 million in 2008-09
and funding be returned to budget from the relevant Departmental
appropriations, with a further $2.7 million realised from future lease
expiration.

Future Accommodation Strategy

As noted above, not renewing the leases identified in Table 5.6 and moving staff to
other leased buildings improves utilisation to 18.3m? per staff. There will also be
reductions in office staff if the saving measure proposed by the Review are accepted.
Office space could be reduced by a further 10,000m? to 15,000m> depending on the
actual requirements of non-standard office space for areas such as Corrections,
Therapy and Mental Health.

A more detailed plan will need to be developed in conjunction with the new
Departments to realise these savings over the next few years.

From 2008 onwards, there will be a surplus of leasing space in Civic as a result of the
finalisation of the moves currently proposed by Australian Government agencies and
prices should be low. In addition, Civic has several buildings which are large enough
to co-locate agencies. In order to reach the target of 15m” per staff, the Property
Group should be tasked with developing a longer term leasing strategy which would
centralise most agencies in Civic (or possibly Woden).

Recommendation 38: further work be undertaken by the implementation team
(in conjunction with the Property Group) to develop a strategy which:

e accommodates the shared service centre within existing space. This will
require staff in an existing building(s) to be relocated prior to February 2007;

e reduces leased space by a further 10,000m” to 15,000m?, providing additional
accommodation savings of $2.7 million up to $4.5 million;

¢ develops an accommodation plan to take advantage of likely vacancies in
Civic following Commonwealth Departmental moves in 2008-09; and

e provides the Property group with authority to give final approval on any
accommodation expansions and/or refurbishments.
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Government Office Block

The Chief Minister’s Department is exploring options for a government office block
in Civic.

It is desirable to accommodate all the ACT administrative staff, to the extent possible
under operational requirements, in a single office block close to the Legislative
Assembly. Given the outlook of a surplus of leasing space in Civic, however, the
Review proposes that the Government should not proceed to construct its own office
block. Move to accommodate staff in a single office block in Civic should be subject
to no additional budget costs, and improvement in office space utilisation to the target
of 15m? per staff.

Recommendation 39: move to a dedicated office block for ACT Public Service
administrative staff should be subject to no additional costs to budget, and
improvement in office space utilisation to the target of 15m’ per staff.

Role of Property Group

The Property Group within Urban Services is responsible for the management of all
government owned and leased properties. It also includes the Facilities Management
Unit transferred from TotalCare (48 FTEs).

The Group has had difficulty in delivering cost effective and strategic solutions to
accommodation needs of agencies. This is evidenced by the occupancy rates
highlighted above, and in some instances, costly fitouts being undertaken. Presently,
the Group has little influence to restrain the wishes of agencies.

The Review is not proposing that responsibility.and accountability for
accommodation be moved away from Chief Executives. There is, however, a clear
need for policy guidelines on accommodation, and fitout standards. Protocols need to
be established under which government agencies could lease office space. Such
protocols, while allowing the Chief Executives to determine the appropriate
accommodation to deliver services, should also take a whole-of-government
perspective, and in particular take account of the available (Ieased or owned)
accommodation.

The Review proposes a strategic role for the Property Group. In addition, it is
proposed that lease or fitout proposals in excess of $0.5 million be brought forward
for Cabinet’s consideration.
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Recommendations 40, 41, 42, 43, 44 and 45:

e the Property Group be reduced to a small strategic central core by separating
it from the facilities staff (the latter would remain in Urban Services but as a
separate business);

e the Group should have ultimate responsibility for negotiating and signing all
leases/sub leases and fit out contracts;

o a set of policy guidelines be developed (by the Property Group) to assist
agencies in relation to all property matters. These guidelines would set clear
limits in relation to agency powers and require agencies to provide regular
reports on all properties within their portfolios;

e lease or fit out contracts in excess of $500,000 be taken to Cabinet by the
Minister responsible for the Property Group (rather than individual
Ministers);

o the Property Group should establish fit out standards that include size, cost
and transportability specifications; and

* consideration should be given to transfer this Group to the Shared Service
agency when it is settled.

5.11 LEGAL SERVICES

The nature of ACT Govérnment legal services

The ACT Government’s needs cover the usual spectrum for g(;vernment legal services
and the broad range of commercial, litigation and administrative law matters.

The ACT Government Solicitor (GSO) is the primary legal services provider to
Government and a number of agencies, but the ACT Government has no legal
services policy. Accordingly government agencies and authorities are free to engage
external legal service providers. Some agencies also have their own specialised legal
units, which are used in conjunction with GSO.

_ The table below shows the usage of own source and external legal service providers
for the financial year 2004-05. The free and within Government services are all
provided through the Department of Justice and Community Safety, some on a cost
recovery basis and some with only notional charging.
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Table 5.9: 2004-05 Legal Services across Agencies

Agency Own Source External Free  Within Govt TOTAL
ACT Health $90,480 $182,900 $741,000 $1,014,380
ACTIA $28,000 $29,000 $1,870,000 $1,927,000
ACTION $10,000 $67,000 $77,000
ACTPLA $150,000 $731,000 $881,000
CMD $265,133 $58,210 $482,000 $805,343
DED $145,000 $145,000
DET $1,000 $354,000 $355,000
DHCS $23,000 $152,000 $6,000 $181,000
DHCS Housing $125,000 $53,000 $227,000 $405,000
DHCS OCYFS $122,000 $303,000 $425,000
DUS $223,416 $223,416
EPIC $12,000 $12,000
ESA $48,000 $113,000 $161,000
Gambling $25,000 $25,000
ICRC $79,685 $158,246 $8,000 $245,931
INTACT $50,900 $47,000 $97,990
JACS $0
LDA $894,000 $196,000 $1,090,000
Stadiums $30,000 $2,000 $32,000
Tourism $35,000 $35,000
Treasury $18,000 $534,000 $552,000
ACT WorkCover $64,000 $6,480 $138,000 $1,960 $210,440
Total $934,298 $1,843,152  $2,430,000 $3,692,960 $8,900,410

Source: Review Legal Services Data Request

Issues Arising from Current Arrangements

The current arrangements raise a number of issues for the Government including:

e consistency of legal advice when different law firms are engaged by different
agencies to perform similar services;

e ensuring that the interests of the Territory as a whole, rather than those of specific
agencies, are protected;

e ensuring that appropriate advice is being obtained by agencies, particularly when
it is of a specialist nature;

e avoidance of duplication of advice across agencies or, indeed, within departments;
e ensuring that legal advice is provided in a timely manner;

e avoidance of a conflict of interest where a private law firm acts both for and
against the Territory, as happens at present; and

e the cost of legal services and value for money.

Australian National Audit Office Report

The Australian National Audit Office (ANAO) released a performance audit report on
legal service arrangements in the Australian Public Service in June 2005. As part of
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this report, the ANAO included a summary of observed better practice in service
delivery. Key points in this summary relevant to the ACT situation are:

the importance of the presence of an informed purchaser who:

— comprehensively understands the business of the Agency and is able to
protect that Agency’s interests;

— coordinates all legal services arrangements and has an understanding of the
market and how it operates;

— provides a link between decisions taken at the strategic level and the day-to-
day implementation;

— provides assurance that agency is achieving cost effective legal services; and

— is aware of the developments both legal and otherwise that are likely to
impact on the Agency;

the need for proactive management of client and provider relationships (both
internal and external);

the need to consider negotiation of volume rebates, learning discounts or other
value delivery strategies;

the need to measure quality of legal services against agreed standards;

the need to ensure clearly understood service delivery standards and immediate
discussing of issues where delivery does not meet expectations; and

the importance of establishing a knowledge base and an ability to access the
knowledge base to gain'maximum value from services and advice for which the
agency has already paid.

Preferred Model for the ACT

The best way to address these concerns and meet the ANAO best practice principles
would involve consolidating legal service provision through the Government
Solicitor’s Office. To be effective these arrangements would require:

the GSO to outsource services where required in collaboration with the relevant
agency through a panel of preselected providers with expertise in defined areas of
law would also be most practical;

in house legal units to remain in some departments but with supervision and
support provided by the GSO and be out-posted to agencies;

agreed quality and timeliness service standards for the GSO; and

a small number of statutory authorities and corporations that are required to
operate commercially outsourced legal services.

To the extent that advice provided by a private sector law firm gives rise to
contentious issues for the ACT Government, the matter may always be referred to the
GSO for advice. In addition, certain types of work could be mandated as the sole
responsibility of the GSO, for example, public sector and constitutional law and
matters involving the Legislative Assembly and Cabinet.
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The issue of implementing a full user charge system in the GSO was canvassed with
the Department of Justice and Community Safety which advised that GSO would still
require some Government funding for core work. The department indicated that the
remaining devolved funding is ‘unlikely to be sufficient’ for agencies to meet the real
costs of providing the service, resulting in a risk that agencies will limit the extent to
which legal advice is sought.

Further, while the Department acknowledges the capacity of a user pays model to
deliver savings by reducing the extent to which legal services are being performed
unnecessarily, it does not believe that this factor is a significant issue in the ACT and
hence the level of savings may not justify the potential risks and transaction costs.
Finally, the Department indicated it would require 12 months to implement the
system.

Potential Savings

While the figures above represent the estimates by agencies of their current legal
costs, there is some concern that not all agencies have been able to provide details of
full costs. Given this uncertainty, the relatively low level of outsourced work
reported, and the need to boost GSO to some extent, while still maintaining some
degree of outsourcing, it is envisaged that the savings from the recommended model
would be not significant, and not in excess of $500,000 in the first year of operation
of a new model. '

However, consolidating legal services through the GSO would enable a more
effective tracking of legal service costs, and accordingly, the capacity to 1dent1fy more
accurate savings targets. A detailed tracking of the costs of legal service provision
from within ACT Government and from external providers over 2006-07 is therefore
recommended, with savings targets to be established by June 2007.

Recommendation 46: legal services provision to ACT Government agencies be
consolidated through the ACT Government Solicitor’s Office, with:

e legal services being provided on the whole through legal officers employed
by the GSO;

e  any outsourcing of legal services to be undertaken by GSO in conjunction
with the relevant agency through a panel of pre-approved providers;

e legal units within agencies remaining only where there is a clear operational
requirement and that the staff be engaged by and report to the GSO;

e statutory authorities and corporations being able to retain current
outsourced arrangements for commercial legal issues; and

e clearly defined service standards be developed and agreed between the GSO
and agencies.

Recommendation 47: a detailed tracking of the costs of legal service provision
from within the ACT Government and from external providers over 2006-07 be
undertaken, with savings targets to be established by June 2007.
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5.12 INTERGOVERNMENTAL AGREEMENTS AND
NEGOTIATIONS

There are many intergovernmental agreements underpinning Commonwealth funding
and state service arrangements. These cover programs under Specific Purpose
Payments (SPPs) and other Commonwealth funding arrangements, and cross border
services with NSW.

The Review has become aware of instances where agreements are being negotiated
without Cabinet in-principle approval and/or central agency involvement. The
approach carries significant risks and budget threats, for example, additional matching
funding being targeted by the Commonwealth, new Commonwealth program
initiatives without ongoing commitments, through to reprioritisation of funds to lower
priority areas. '

For accountability and fiscal policy purposes, future negotiations should require initial
in-principle agreement from Cabinet, including decisions on specific negotiation
directions. Financial obligations in agreements should be established as part of the
budget process, preferably sooner than later.

For efficiency, a threshold point where Cabinet needs to be involved should be
considered. The major areas of health, disability services and housing, for example,
should be endorsed by Cabinet, whereas other Commonwealth payments could be
agreed between Ministers and the Treasurer. Similarly, major cross border payments
from NSW should be considered by Cabinet.

Central agencies should be advised of all negotiations with the Commonwealth, and
other jurisdictions, and have the opportunity to bring a whole-of-government focus
and influence to the outcome.

Recommendations 48: in relation to inter-governmental agreements and
negotiations:

e negotiations between the Commonwealth and the ACT be based on
in-principle parameters approved by Cabinet and/or Ministers, in advance of
negotiations;

e a threshold for Cabinet consideration should be tied to major specific
purpose programs such as health, disability services and housing, with all
other funding arrangements to be agreed between relevant Ministers and the
Treasurer;

e major cross border arrangements should have in-principle parameters
approved by Cabinet; and

e central agencies should be advised of all negotiations with the
Commonwealth and other jurisdictions.
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5.13 INTEGRATED DOCUMENT MANAGEMENT SYSTEM

Background and Current Status

The Integrated Document Management System (IDMS) has been implemented in
ACTPLA, ACT WorkCover and the Registrar General’s Office'®. To date, the total
cost of implementation of IDMS (excluding agency implementation costs) is of the
order of $8 million. Recurrent annual costs are approximately $1 million.

The system provides capabilities in at least the following areas:
e record keeping (allowing document tracking and retrieval);

e eclectronic document storage/retrieval (enabling the contents of documents to be
searched electronically, not just authors, titles or keywords); and

e workflow management (supporting the progression of a document through a series
of pre-defined and predictable processing steps. This reflects the style of much of
ACTPLA’s work but less so that of a policy agency).

IDMS (or indeed any form of electronic document tracking system) is not mandatory
for agencies to achieve compliance with the requirements of the Territory Records Act
2000 (TRA). |

The total cost of the whole- of-government implementation of IDMS is estimated to be;
approximately $33 million", i.e., an additional $25 million for rollout to the
remaining agencies. Current recurrent costs of licensing and support are around $835
per user. New users will also incur these costs, although with a rollout across
government these costs could reduce by 30%-50%. -

Options for the Future

Given the current budget position, a whole-of-government rollout cannot be justified.
The Review considers that the original goal — a single searchable repository of online
information for the entire ACT Government — has to be set aside, perhaps for a future,
open standards based generation of technologies with a more compelling business
case.

Three agencies (ACTPLA, Registrar General’s Office, and ACT WorkCover) have

~ based their business practices on the use of IDMS. If the IDMS project were to be
disbanded and no longer supported, the agencies would need to implement alternative
systems. There is no suggestion that replacement technologies would be any less
expensive — and the costs of a transition of technologies would be prohibitive.
Aba.ndonlng IDMS is therefore not a viable option, and the existing sites should
continue'.

4 The system (at November 2005) had 803 registered users. Of these, 427 were active users, connecting to IDMS
at least once every two working days.
15 Benefits Evaluation Report; 2004.

16 The cost of supporting these sites (excluding agency incurred costs such as storage charges levied by InTACT)
is $1.5 million per annum. Forward estimates provide for $0.5 million per annum, and the Review has
incorporated an additional $1 niillion per annum in the provisions.

STRATEGIC AND FUNCTIONAL REVIEW OF THE ACT PUBLIC SECTOR AND SERVICES PAGE 105



There seems no benefit in preventing agencies (or sections of agencies) that see merit
in the use of IDMS from going ahead with its implementation. Such agencies may
already have extensive dealings with ACTPLA or ACT WorkCover or the RGO. The
costs of the implementation of IDMS should be funded by the agencies themselves.
In the current budgetary environment, however, it is difficult to see how agencies
could fund such costs against other high priorities.

No agency should be permitted to develop and commit to a full function electronic
document management system (including workflow) that has capabilities directly
comparable with those of IDMS. IDMS should remain the ACT Government’s
preferred product of this nature, as further implementation in other agencies would
reduce costs at a whole-of-government level.

Other Solutions

Agencies whose interest in records is limited to compliance with the Territory
Records Act 2000 could benefit from other more cost effective solutions.

In conjunction with INTACT, DUS has proposed the ‘EDMS'’ Light’ approach. This
approach offers search/discovery capabilities from the desktop, across an agency’s
digital records base both within the Microsoft directories domain (including email
databases), and in other information databases, such as Lotus Notes, and SQL
databases. \

The license costs are $30,000 to $40,000 (maintenance is around $10,000 annually).
Implementation costs are relatively modest, comparable with the license fees. EDMS
light would thus deliver search/discovery functionality at a fraction of the cost of
implementation and support of IDMS, albeit, at a much lower functionality.

It should be viewed as an interim measure to provide an affordable electronic
search/discovery tool until there is a stronger business case for the deployment of a
whole-of-Government IDMS — as the technologies mature and costs reduce.

Recommendation 49: a whole-of-government rollout of IDMS be deferred to a
later time:

e the existing sites continue to be supported on a fee for service basis;

e no agency should be permitted to develop and commit to a full function
electronic document management system (including workflow) that has
capabilities directly comparable to those of IDMS; and

e as an interim cost effective measure, the Electronic Document Management
System proposed by Urban Services and InNTACT should be explored further,
on the basis of its costs being absorbed by agencies.

'7 Electronic Document Management System.
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5.14 INSURABLE RISK MANAGEMENT

Incidents reported to the ACT Insurance Authority (ACTIA) in the period 1 July 1999
to 30 June 2005 are expected to generate a total claim payment exceeding

$85 million'®. The cost of claims is rising every year across Government — the
majority of agencies have reported increases in the number and the expected cost of
claims over this period.

Reducing the number and cost of claims and losses experienced across the ACT
Government through the use of risk management should lead to significant savings in
internal and external insurance costs that can subsequently release funds for the
implementation of other Government policies.

If nothing is done to address the current trend, the cost of claims over the next six
years will exceed $85 million. Whilst these figures represent the amounts paid on
claims or reserved against future claims by ACTIA, the true cost to Government is
even higher — including administrative costs of dealing with claims and the costs of
claims that fall below agency’s insurance excesses.

Six ACT agencies account for over 96 per cent of non-bushfire claims paid by ACTIA
from incidents in this period. The agencies are ACT Health (61.6 per cent), ACTION
(9.6 per cent), Urban Services (7.7 per cent), Education (6.6 per cent), Disability,
Housing and Community Services (5.7 per cent) and the Chief Minister’s Departrnent
(5.4 per cent).

ACTIA has attempted to address this issue by promoting the benefits of risk
management to agencies through the provision of seminars, training courses and one
to one assistance and through the introduction of initiatives such as Risk Management
Benchmarklng and the Enterprise Wide Risk Management Framework".

The success of this work to date has been uneven - whilst a few agencies have
managed to improve claims performance, the majority have not and more direct
support is required. The Review proposes that the six agencies that generate the
majority of insurance claims be mandated to work with ACTIA to improve their
insurance claims petformance. Agencies would also be required to accurately and
regularly report the progress made to Cabinet. Performance in reducing the number
or cost of claims should also be measured in and form part of Chief Executive
performance agreements.

The majority of claims relate to public liability and medical malpractice. Claims in
these classes often take many years to resolve and so it may take a number of years
before costs to budget are reduced. There are, however, non-financial benefits -
reduced insurance claims will relate to fewer injuries to customers of ACT
Government services and a consequent improvement to the reputation of the agencies
concerned.

'8 This excludes the January 2003 Bushfires incident.

19 ACTIA’s functions also include: to develop and promote good practices for the management of territory risks;
and to give advice to the Minister about insurance and the management of territory risks; Section 8 (e) and (f);
Insurance Authority Act 2005.
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Recommendations 50 and 51:

o the six agencies that generate the majority of insurance claims be mandated
to work with ACTIA to improve their insurance claims performance and risk

management; and

e performance in reducing the number or cost of claims should form part of
Chief Executive performance agreements.

5.15 SUMMARY OF SAVINGS AND STAFFING IMPACTS

2006-07 2007-08 2008-09 2009-10 Total
$$m $m $m $'m FTE
Impacts
Public Service Superannuation Arrangements
- Contribution Rate of 9% + 1% Matching 1.500 4.400 7.300 10.100 0
Cash Management and Control (Savings) 4.900 5.100 5.200 5.200 0
Cash Management and Control (Interest) 4.700 4.500 4.400 4.400 0
Advisory Boards and Committees 1.000 2.000 2.000 2.000 0
Government Vehicles - 6 to 4 Cylinder )
(Progressive Savings) 0.275 0.550 0.850 0.850 0
Whole-of-government Fleet Management Fees 1.100 1.128 1.156 1.185
Reduction in Whole-of-government Fleet Size 0.200 0.500 0.513 0.525 0
Office Accommodation to 15m? per Office
Employee 1.606 3.416 3.551 6.211 0
Legal Services 0 0 0 0 0
TOTAL WHOLE-OF-GOVERNMENT 15.281 ‘ 21.594 24.970 30.471 0

SAVINGS
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ONE ACT SERVICE:
TOWARDS SHARED
SERVICES
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CHAPTER 6 SHARED SERVICES

OVERVIEW

Core corporate services (including human resources, finance, information technology
and communications, procurement and records management) cost in excess of $145m
and are delivered by more than 1,000 staff. They provide critical support for front
line service delivery. Governments nationally and internationally are moving to
implement shared services approaches to corporate service delivery to drive higher
performance. Shared Services enable governments to become more outcome
oriented, client focused and accountable by allowing service delivery agencies to
focus on their core responsibilities. Shared services can reduce administrative costs
while improving service delivery.

KEY RECOMMENDATIONS/CONCLUSIONS

e The ACT has a hybrid approach to the delivery of its corporate service functions
and would benefit from the introduction of a single Shared Service Centre. The
benefits will derive both from improved service delivery and efficiencies.

e The Shared Service Centre should provide transaction and some tactical services
to all ACT Government agencies.

e The Shared Service Centre be managed by a governing committee of ‘
departmental/agency chief executives but be attached to a central agency for
administrative and legal accountability.

e The savings resulting from the proposed shared services arrangements will be
$9.3 million in 2006-07 rising to $18.3 million in 2007-08 and forward years. The
costs of implementing the initiative will be $7.2 million in 2006-07 and
$1.7 million in 2007-08.

6.1 CURRENT CORPORATE SERVICE PROVISION:
A HYBRID APPROACH

The ACT Government has a hybrid approach to the delivery of its corporate services
currently but over the last few years had moved to more “shared” or centralised
models.

Across departments and agencies, there are centralised and decentralised approaches.
Some agencies are self sufficient (for example, significant corporate services are
predominately provided from within the agency, such as, ACT Health) while some
have entered into cross-portfolio arrangements for some components (for example, the
Chief Minister’s Department provides financial services for the Department of
Treasury and the Department of Justice and Community Safety among others, but its
payroll service is provided by the Department of Urban Services).
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In another case one department provides a service across the whole of the government
(e.g. records management although even here some agencies manage their own mail
distribution and file management services).

Information technology is an important tool to support corporate services provision
and to drive efficiency. The Territory has invested in recent years to update its
software and move towards a common platform across both finance and human
resource management functions. Most departments and agencies now operate on
Oracle Financials as the financial system platform. However, as each major
department is responsible for its own upgrade path, there are now ten instances of the
system in use. Similarly, the Territory is progressively implementing a new Human
Resources Management system (CHRIS 21) across a significant portion of the sector.
This is being delivered through four payroll centres that require the system to be
configured differently to meet their different interpretations of policies. Again, there
is a significant risk that multiple instances will become accepted practice.

Results from the data collection from agencies indicate that in total the ACT
Government has 1,078 staff engaged in core human resources, finance, IT,

procurement and records activities.

Table 6.1: Resources deployed for core corporate service activities

Activity FTE (1) $'000
Human Resources 350 33,065(2)
Finance ¢ 296 27,789(2)
IT \ 326 X 74,750(4)
Procurement 78 (3) 9,.989(4)
ACT Records 28 3,800

TOTAL 1,078 $148,493

Detail in Attachment B 12

(1) These figures are probably under-estimated, as the agency returns of some agencies with highly decentralised
structures did not include staff in functional areas or business units undertaking a range of finance, human
resources Or procurement activities.

(2) These figures do not include amounts spent by agencies on consultants/contractor for a range of HR and
finance advice and support.

(3) Further transfers from Agencies are likely to increase these numbers by about 10 FTE.

(4) From 2005-06 budget papers for InTACT and Procurement Solutions. For IT this does not include
approximately $60 million of agency controlled IT expenditure.

These staff represent 6.6 per cent of the public service FTEs.

In 2005, following a review of information technology services, the ACT Government
decided to expand InTACT to create a Shared IT Services Group (still called
InTACT) to provide all IT infrastructure, IT management and systems development
and application support across government except for the education portfolio.

InTACT provides infrastructure for the Department of Education and Training (DET)
Central Office and the Canberra Institute of Technology (CIT) administration. DET
manages a separate network for schools including infrastructure. Similarly, CIT
operates a student network. DET is scheduled to fully roll into InTACT in 2007-08.
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Staff and associated resources from other government agencies are progressively
transferring to INTACT (although in many cases they will remain physically located
with their client agency). Benefits from this level of consolidation of INTACT are
already factored into the forward estimates.

The ACT Government spent some $524.3 million on goods and services in 2004-05
(excluding grants, payments to the Australian Government for community policing,
payments to the New South Wales government for prisons and payments to the
Australian Government in respect of GST administration). In addition, the Territory
Government spent approximately $129 million on capital works in the same year.
This procurement activity represents 23 per cent of the Government’s total
expenditure and is a major enabler of the delivery of government services.

The Government has already introduced major procurement reforms with the
introduction of the Government Procurement Act 2001 and the establishment of
Procurement Solutions in its current form in the same year to provide procurement
services to the majority of Government agencies. Savings have already been achieved
through centralisation of the staff involved.

Record Services within the Department of Urban Services provides records
management assistance and advice including management and supply of records
creation and storage, and mail, postage and courier services for a number of
government departments and agencies. ;

Government printing services are currently managed b)? Publishing Services within
the Department of Urban Services. Services are available to all departments although
not all agencies are under tied arrangements.

Publishing services manage about 1,620 publishing projects per year, at a cost of
$2.85 million. In addition, departments undertake their own publishing. In the
majority of cases, work is outsourced to the private sector.

6.2 ANALYSIS OF CORPORATE SERVICES ACTIVITY

From an analysis of the data and discussions with a number of people from a variety
of agencies a number of conclusions can be drawn:

e there are pockets of good practice in a number of agencies (although no agency
shows best practice across all areas of corporate services). However, with strong
individual silos it is very difficult, if not impossible, to implement best practice
processes across the entire government sector;

e there are inconsistent policies or interpretations of policy resulting from the
decentralised approach of the last decade;

e the focus has been on compliance and process rather than on the quality of the
outcomes;

e there is a lack of strategic focus on corporate service issues as a consequence of
them being regarded as “back office” and not the core business of any agency;
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e anumber of agencies are too small to develop some of the corporate services
capacity or capability they need;

e there are multiple instances of some core systems (e.g., Oracle Financials),
however, not all agencies use these core systems. Even where the same software
is used (e.g., CHRIS 21), there is customisation and different configurations. This
divergence results in higher costs to government through the higher costs of
maintenance and upgrades;

e specifically in relation to procurement, the focus has been on establishing
Procurement Solutions and on the tendering process particularly for capital works.
However, much remains to be achieved through policy review, strategic sourcing
and aggregation, process simplification supported by appropriate technology with
further development of procurement professionals and building capacity in
relation to goods and services; and

e InTACT is well advanced in agreeing the transfer of relevant IT staff from most
agencies (the exception being the Emergency Services Authority). Generally, this
arrangement is well accepted with INTACT developing a client focused service
delivery culture. However, the efficiency gains expected are at risk as a result of
fewer staff transferring to INTACT than planned and the exclusion of the Canberra
Institute of Technology and the Department of Education and Training.

6.3 SHARED CORPORATE SERVICES

Corporate service areas have been under pressure to deliver efficient services, to
provide professional and value adding services to management, to be responsive to
agencies needs and to be flexible to support government realignment of programs.
This has led to the growth of shared corporate services initiatives by governments
both nationally and internationally. ! :

Shared services within the government sector can be usefully defined as “the
consolidation of administrative or support functions (such as human resources,
finance, information technology and procurement) from several departments or
agencies into a single, stand-alone organisational entity whose only mission is to
provide services as efficiently and effectively as possible”l.

Both the words ‘shared’ and ‘service’ are critical: shared because it emphasises the
* shared responsibility for the end results and service for its emphasis on the delivery of
high quality services to clients.

Shared services are not a centralised model in disguise. Historically the provision of
corporate services has swung between centralised and decentralised models.

The following model describes the strengths and weaknesses of both the decentralised
and centralised approaches and the promise of a shared service approach to capture
the best of both.

' Driving High Performance in Government: Maximising the Value of Public-Sector Shared Services.
2005. Accenture: www.accenture.com/Global/Research_and_Insights/By_Industry/Government.
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Shared services achieve efficiencies through:
e Consolidation — combining processing and expertise into one structure;

e Streamlining — all processes are streamlined and standardised with common
underpinning policies; and

e Automation — common enabling technology used to automate transaction
processing and improve transparency (eg standard, automatic reports produced,
e-procurement (from procure to pay) and employee self service).

6.4 A MODEL FOR THE ACT

A shared services approach to corporate services will bring together resources to
achieve economies of scale, performance improvements and realise tangible benefits.

6.4.1 A Single Shared Service

The model proposed for the ACT is for a single shared service centre incorporating
tactical and transactional human resources, finance, information technology, records
management and procurement. Strategic capacity should remain with individual
departments/agencies as it relates to the setting of overall organisational direction and
is inextricably linked to governance and the agencies performance framework. A
single shared service is proposed, as a shared service centre needs a high volume of
transactions to achieve processing efficiency. With some 16,500 FTE staff in the
public service, a single ACT Government shared service would not be large by
Australian or international standards’.

? Price Waterhouse Coopers Consulting, 2002.
? The four shared service centres in Western Australia support 25,000 to 35,000 staff.
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However, any move to a centralised model as distinct from a shared service
arrangement, to achieve quick benefits/savings should be resisted. In the medium to
longer term this will effect the perception of shared services and damage the ability
for a shared service provider to deliver corporate services transformation (process
re-engineering, standard reporting etc).

The main underpinnings of shared service need to be in place from its
commencement. These include:

e a governance structure that provides for client “ownership”;

e service level agreements;

e charging (fee for service) arrangements which balances simplicity with accurate,
transparent costing; and

e aperformance framework that benchmarks the Shared Service and drives a
continuous improvement culture.

Staff of the Shared Services Centre should be co-located as this will enable:

e Dbetter sharing of skills and experience between the staff;

e greater adherence to whole-of-government policies and standards;

e the development of a strong service oriented culture;

e ongoing training of corporate services staff;

e multi-skilling, job rotation and therefore enhanced career development of the staff;
e the centre to manage peaks and troughs in work; and

o the development of “centres of excellence” for tactical advice.

Recommendation 52: establish a single, co-located Shared Service Centre to
provide transactional and tactical human resources, finance, information
technology and telecommunications, records management and procurement
services, on a fee for service basis.

6.4.2 Scope of the Shared Service

The Shared Service Centre should provide services to all ACT government
departments/agencies. A full list is at Attachment 6.1.

An important principle for shared service operations is that agency executives remain
accountable for their agency’s activities. Decisions to procure certain goods, fill a
vacant position, appoint a particular person as a result of a selection process etc
remain with the agency but the procurement and recruitment processes will be located
within a shared service.

There is also an important distinction between strategic and tactical and transactional
activities. Strategic activities relate to the setting of the organisation’s directions and
policy framework and are integral to the governance and performance management of
the organisation. Broadly the services to be provided by the Shared Service Centre
will be both transactional and tactical. The transactional services (eg payroll,
accounts payable) will need to be managed with a focus on delivering fast and
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accurate throughput to reduce the cost per transaction. Tactical services® require a
greater level of agency understanding and, in a number of cases, can be delivered by
the shared service as it will attract and develop professional staff and will have
customer relationship managers for each department/agency.

The services to be provided through the Shared Service Centre will include the
transactional and tactical components of:

¢ Human Resources:
- payroll including tax payments and salary packaging;
- recruitment, selection and appointment;
- redeployment and redundancy;
- labour relations;
- performance management (advice on policy and guidelines);
- workers’ compensation (reporting and advice on policy and guidelines and
possible case management for small agencies);
- statutory and management reporting;
- organisational data management; and ,
- Equal Employment Opportunity. |

e Finance:

- accounts payable (including commitments capture);

- accounts receivable and banking;

- general ledger;

- tax payments (preparation of returns, advice);

- fixed assets including leases;

- statutory and management reporting;

- budgeting and forecasting (tools and templates);

- cash flow management and bank reconciliations (reconciliation, monitoring

~ and reporting); and B

- financial management planning, controls (including procedures, user manuals,
monitoring of accounting standards).

e Procurement:

- development and promulgation of toolkits to assist agencies in adopting a
strategic, whole-of-government approach to procurement;

- development and management of Common Use Contracts;

- implement and manage a whole-of-government e-procurement system (in
conjunction with InTACT);

- statutory and management reporting of all procurement spending;

- provision of information to companies doing business with the ACT
Government;

- standardisation and streamlining of documentation for agency specific
procurement activities (including tender and contract documentation); and

- procure capital works.

# Tactical services: focus on planning the means to achieve the outcome through the most effective
business processes (e.g., redesigning recruitment processes).
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e Records Management:
- file creation, retrieval and storage;
- mail postage, sorting and delivery; and
- courier services.

e Information Technology: covering all operational aspects of IT within the ACT
Government including;
- infrastructure development and support;
- management of whole-of-government applications;
- IT help desk;
- IT administration;
- application support;
- voice and communication technology; and
- procurement of IT hardware.

e Publishing Services: covering all aspects of publishing and printing of
Government material including;
- graphic design;
- desktop publishing;
- web publishing;
- editing;
- printing; and
- specialist publishing advice.

Recommendation 53: all ACT agencies be supported by and tied to the Shared
Service Centre which will provide the transactional and tactical components of
the full range of HR, finance, ICT, records, publishing and procurement
services.

Recommendation 54: policy responsibility for consistency and standards of
government printing and publications be transferred to the Communications
Unit, Chief Minister’s Department.

6.4.3 Governance and Performance Management of the Shared Service
Centre

Clear governance arrangements will be critical to the success of the shared service
initiative. The governance arrangement will need to ensure effective
whole-of-government decision-making and involvement and participation of
management. It will need to ensure that the whole-of-government benefits are
achieved and that the shared service centre provides appropriate support for agencies’
core business. The arrangements will need to encompass the principles of
transparency, inclusiveness and accountability while ensuring delivery of the initiative
within a tight timeframe.

The following diagram sets out the proposed governance model:
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Proposed Governance Model

Minister

Governing Comittee
(Management Council + at least 2
CEOs from small agencies)

Partnering Forum B
Shared Services Centre
| I ! |
Purchasing and Contracting IT Senvice Delivery Financial Human Records & Publishing
(Procurement Solutions) (InTACT) Services Resources Senvices

The Shared Service Centre should be attached to a department which is the employing
authority under the Public Sector Management Act 1994, the Financial Management
Act 1996 and the Auditor General Act 1996 for the shared service centre staff. The
Minister accountable in the Assembly should be the Minster of the employing
authority. Each agency remains accountable for its own expenditure, revenue, assets
and liabilities transacted through the shared service centre.

A key component of the 4governance model should be a Shared Service CEO
Governing Committee that, during the first couple of years, ‘should provide both
governance and stewardship of the Shared Service Centre. 'This Committee should be
the Management Council, plus at least two CEOs from small agencies and should:

o oversee implementation planning to ensure that a whole-of-government approach
is implemented;

e hold each CEO accountable for the implementation of their responsibilities during
the implementation phase;

e demonstrate leadership across the public sector in relation to the changes
“necessary to implement the shared service centre;

. develop a whole-of-government performance management framework for the
centre;

e be accountable for the ongoing viability of the shared service centre;

e resolve performance and resourcing issues which impact on all client agencies;
and

e report to Cabinet on the progress of the initiative.

The Governing Committee should be chaired by the Chief Executive, Chief Minister’s
Department.
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Recommendation 55 and 56:

e the Shared Services Centre be governed by a Governing Committee which is
a sub-committee of the Management Council;

e the Centre is to be attached to the Department of Treasury for administrative
and financial accountability.

One of the Committee’s early tasks should be to oversee the development of formal
arrangements to support a partnering approach between individual line agencies and
the Shared Service Centre. These arrangements could include regular partnering
forums (perhaps three monthly) between the Shared Service Centre (initially the
implementation office) and client agencies to discuss business improvement initiatives
and review service delivery performance.

A critical management challenge for both the Shared Service CEO Committee and the
partnering forums will be to ensure that they do not become governed by consensus.
If there is a consensus approach, inertia and inaction is the inevitable consequence.

Service level agreements (SLA) are an important element of the governance
framework. This is partly because the very process of their negotiation results in a
clarification of the expectations of both parties and greater understanding of the
deliverable products and partly because they provide the framework for ongoing
monitoring and continuous improvement.

Initially, there may be a tension between the level of detail required by most agencies
and the necessity to produce a document that is practical, has measurable service
levels and focuses on outputs rather then inputs. This issue will need early resolution
by the CEO Committee to ensure the costs of implementing an SLA are
commensurate with internal service provision and total cost of the service.

A pricing model based on full cost recovery principles including capital investment
should accompany the service level agreement. It should provide equity, transparency
and differential pricing for services. The link between levels of service provision and
cost is an important one in any assessment of effectiveness of the service.
Additionally, if the Government is to know the full cost of its front line service
provision, agencies must be able to include the cost of their corporate overhead.

Recommendation 57: the Governing Committee oversee the development of
service level agreements between the Shared Service Centre and agencies
including appropriate service charging regimes.

Benchmarking is an accepted tool for accessing and identifying opportunities for
greater efficiency. It will be particularly important for the ACT to participate in
benchmarking with other government shared services to help the Steering Committee
manage the risks inherent in a monopoly provider. Benchmarking requires the
establishment of a baseline that should be done as part of the detailed implementation
plan for the proposed Shared Service Centre.
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Governments in NSW, Queensland and Western Australia have or are implementing
shared corporate service arrangements and this should provide some opportunities to
benchmark with like service providers.

Recommendation 58: the Governing Committee facilitate the formal
benchmarking of the Shared Service Centre to assess its performance and drive
continuous improvement.

6.5 IMPLICATIONS FOR INTACT, PROCUREMENT
SOLUTIONS AND RECORDS MANAGEMENT

6.5.1 InTACT

InTACT appears to be developing a client focused culture and the next 12 months will
be critical in terms of cementing this while delivering the required benefits to the
Government. It has taken the approach of “re-badging” agency staff but leaving a
number in place in agencies. This arrangement should continue and be the only
exception to the general approach of a co-located shared service. )

Currently savings of some $6 million per annum are factored into the forward
estimates from 2007-08 (rising from $1 million in 2005-06 to $6 million in-2007-08
and forward years) as a result of the Governments decision in 2005 to create INTACT
as the whole-of-government shared IT service provider. A component of that decision
was to exclude the Education portfolio. In light of the progress with establlshmg .
InTACT to date, this decision should be revisited.

CIT’s expenditure on IT is estimated to be $10 million with $5.8 million provided to

“InTACT and $4.2 million being CIT direct costs. These figures do not include the
infrastructure costs of the student network. CIT has raised a number of concerns
about being part of the IT Shared Service including:

e a student network with 20,000 clients and the need for support on a 24x7 basis;
e the ability for CIT to obtain educational discounts;

e ‘the need for students to be able to use the latest software sometimes ahead of
InTACT’s preparedness to certify the software for use on the system;

e the diversity of CIT’s IT environments;
e the specialist nature of some of CIT’s business applications; and
e the fact that only 8 per cent of CIT’s staff use the government network with the

remainder using CIT’s network.

These issues and concerns are not unique to CIT. Similar arguments could be raised
by other agencies such as ACT Health. These issues are not sufficient to allow CIT to
be exempt from whole-of-government initiatives.
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Recommendation 59: the Canberra Institute of Technology be included in the
InTACT component of the Shared Service Centre.

Similarly, the expenditure by the Department of Education (DET) on IT in 2004-05
was estimated to be $30.27 million, with some $13.8 million being expenditure by
ACT Government schools on leasing and purchasing equipment and software,

$8.8 million provided to InNTACT with the remainder being DET staffing and other
internal costs.

Apart from concerns about the lack of control over IT, DET’s main concerns about
rolling all its IT into INTACT revolve around the critical nature of IT in schools
educational role. Given the transformational role of the Government’s planned
investment in IT in schools, there is concern that neither DET nor INTACT yet have
the skills, knowledge and experience of educational IT that will be necessary to effect
this change. Thus staff will need to be retrained or additional support brought in.

In this environment, it would ease the pressure on both the Department and schools if
InTACT assumed responsibility for hardware, software and related support leaving
DET and schools to focus on the educational transformation required. This would
also mitigate risks associated with the current arrangements whereby the Department
must maintain and develop skills and expertise in a relatively small unit. Skilled IT
professionals are still in demand and highly mobile.

The best look for challenging work is an environment that is large enough to provide
diversity and exposure to new technologies. Such an environment is most likely to be
provided by InTACT.

Recommendation 60 and 61:

e the Shared Service - INTACT be responsible for Department of Education
and Training’s (including schools) infrastructure, applications and
applications support; and

e the Shared Service - InNTACT work in partnership with Department of
Education and Training and schools to deliver the proposed new investment
in IT in Schools project.

6.5.2 Procurement Solutions

Procurement arrangements are also in transition following the Government’s decision
in 2005 to centralise procurement staff for capital works and goods and services,
within Procurement Solutions. Given how recent these changes some uncertainty and
resistance from agencies is to be expected. However, this should not be used to slow
down the change process but should be dealt with through increased communication
at all levels using all available communication channels (eg. internet, presentations to
agency staff etc).

The Government’s decision in 2005 in relation to Procurement Solutions included a
decision of exempt the Department of Education and Training (including the Canberra
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Institute of Technology — CIT) from the new arrangements until 2007-08. However,
both the Department and CIT would benefit from access to expertise and the
efficiencies and savings that will be delivered through an expanded range of common
use contracts. Conversely their buying power when aggregated with the rest of the
government, will assist in leveraging lower prices which will be available to all
agencies. In fact Procurement Solutions and the Department of Education and
Training already work in partnership to deliver capital works and a range of goods
and services contracts.

Recommendation 62: the Department of Education and Training, including the
| Canberra Institute of Technology, be included in the Procurement Solutions
component of the Shared Services Centre.

Procurement Solutions has experienced difficulties in implementing the
Government’s decisions of last year and should benefit from the collegiate support of
the broader Shared Service. A number of agencies and senior staff have reported to
the Review dissatisfaction with the timeliness and the accountability arrangements
associated with the current procurement arrangements. Comparisons with the time
taken by the private sector for similar procurements are often used to the detriment of
the government procurement agency. However governments are by their nature risk
averse and the ACT, like all other Australian jurisdictions, has a set of policiés and
procedures designed to reduce the risks to government of procurements to as close to
zero as possible. These policies add processes and checks and balances not
commonly employed by the private sector.

Timeliness of response is also a product of a service delivery culture and the number
and quality of the staff. The need for a strong focus on developing a service delivery
culture for the proposed shared service has already been discussed. Procurement

- Solutions is currently suffering from a shortage of skilled and experienced staff. This
results partly from lower than anticipated numbers of staff transferring from agencies
and partly from the “back office” nature of the function that has traditionally resulted
in lower levels of training and development opportunities.

Procurement particularly of high cost or high risk goods or services or capital works is
very complex and the risks are increased if the accountabilities are not clear. It is
important that all parties understand the principle of a shared service is that all
decisions (whether they are about purchasing through open or selective tender, who
the successful tenderer is, what contract variations are to be approved etc.) are the
responsibility of the purchasing agency (and holder of the funds). The shared service
provider (Procurement Solutions in this case) is responsible for undertaking the
process steps and providing professional advice to the purchasing agency. This
advice may include a recommendation but the ultimate decision must rest with the
delegate within the fund holding agency.

The major benefits from the establishment of a procurement shared service are yet to
be realised. These will stem from aggregating purchasing to leverage better prices,
the establishment of more mandatory common use contracts (CUCs) with simplified
buying processes for CUCs, and consolidating the supplier base.
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Common use contracts are contractual arrangements entered into by the government
to allow all public sector agencies to buy goods and services directly from selected
suppliers without having to establish their own contracts. Usually these arrangements
are for goods and services common to most departments/agencies such as cleaning
products and services, stationery, and building maintenance services. Common use
arrangements eliminate the duplication of effort associated with individual
departments/agencies establishing their own similar contracts and they allow the
Government to aggregate its spend and therefore use its purchasing power to reduce
the cost of the goods and services it buys.

Further efficiencies can be gained from common use arrangements where the
Government standardises common goods and streamlines the range of
products/services available within a category (thus increasing the volume per product
and leveraging lower prices). This should also lead to a reduction in the numbers of
suppliers and a consolidation of the number of contracts with consequent
opportunities for more effective supplier and contract management.

Increasingly governments are moving to ‘pick and buy’ arrangements within the
common use contract area. These further streamline procurement processes for
agencies and mean quotes do not need to be obtained from different firms.

Recommendations 63 and 64:

e the number of common use contracts that are available to
department/agencies be significantly increased. These contracts should be
based on standard products/services, be “pick and buy” where possible and
be mandatory for all budget-funded agencies; and

¢ responsibility for developing these arrangements and considering when best
value for money would be obtained by leveraging off another jurisdictions
contracts (in consultation with the appropriate contracts authority) be with
the Shared Service Centre.

The Review has not been able to assess the number of procurement transactions
across the ACT Government and in fact the ACT Auditor-General noted in a report in
November 2003, that “fifteen agencies surveyed (49 per cent) did not have readily
available data for contract purchases under $50,000, or could only provide partial
data™. However, most other governments find that they have a high number of low
value transactions®. In response, a number of jurisdictions’ have, or are moving to
purchasing cards to streamline the purchasing of high volume, low value goods.

5 Government Procurement. Report No.6/2005 Auditor-General, ACT

S A review in Western Australia of seven agencies found that there were over 1 million transactions for
a spend between $0 to $500 and a further 100,000 transactions for a spend between $500 and $5,000.
Strategic Business Review of Procurement Reform with the Western Australian Government Sector,
Department of Treasure and Finance.

" For example, in Australia both NSW and WA are moving down this path as has the Department of
Defence. In the UK, the introduction of Government Purchasing Cards is seen as a key tool in
implementing the results of the Efficiency Review (ref: OGC Buying Solutions website).
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Purchasing cards are credit cards with additional controls and value added reporting
functionality. The use of purchasing cards eliminates the need to raise manual
purchase orders, consolidates multiple payments to multiple suppliers into one
payment and reduces the volume of accounts payable data that needs to be manually
entered into the finance system. They also improve access to procurement data
through the availability of transactions analysis reports that enable examination of the
spending patterns and planning for better aggregation and reduction in the levels of
maverick buying.

Recommendation 65: the Shared Service Centre investigate the introduction of
purchasing cards and re-engineering the purchasing to payment process to
achieve the inherent efficiencies. This should be undertaken with assistance
from Treasury (e.g., the Territory banking arrangements could form the basis of
the purchasing card contract).

6.5.3 Records Management

Of the 28.74 FTE staff identified by department and agencies as being involved in
mail and records management, 28 are currently located in the central records
management unit in the Department of Urban Services. These staff provide a
transaction based service to the majority of the ACT Government and should be
transferred to become part of the préposed Shared Service Centre.

Some departments store records on site or operate their own storage facilities. This
mult1p11c1ty of arrangements is not only potentially inefficient but also creates a
growing concern about the adequacy of record ldentlﬁcatlon and tracking -~
mechanisms.

As with all other services provided by the Shared Service Centre, all agencies will be
required to use the services of the Records Management Unit which should be
responsible for ensuring that the most efficient storage and retrieval services are
available. As the market for document management services in the ACT is a mature
one (used by the Australian Government, legal practices and accountancy firms) the
Shared Service Centre should explore whether such arrangements would be of overall
benefit to the Territory Government.

Recommendations 66 and 67:

e the Records Management Unit from the Department of Urban Services be
transferred to the Shared Service Centre; and

e the Shared Service Centre is to determine whether using private sector
document management service would deliver overall benefits to the Territory
Government.
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6.6 COSTS AND BENEFITS
6.6.1 Benefits

Significant non-quantified benefits will accrue to the ACT Government in moving to
a shared service arrangement while leaving the policy roles with the Chief Minister’s
Department and the Department of Treasury. The benefits of shared corporate
services include:

e departments/agencies are able to focus on their core business;

e greater transparency of the cost of corporate services and the ability to benchmark
with other governments;

e corporate services become the ‘core’ business of the shared service agency with
consequent improvements in internal practices, processes etc leading to continued
productivity increases;

e professional, skilled and experienced staff across the range of corporate services
are available to all agencies many of which are, individually, too small to be able
to maintain access to such staff;

e the ability to provide a career structure and training and development
opportunities for corporate services staff because the shared service has the
required critical mass and a vested interest in developing its own core business.
This in turn improves attraction and retention in the shared service;

e facilitation of structural (Administrative Arrangements Orders) changes within the
government as a result of the implementation of common policies, procedures and
technical platforms; and

e improved service dehvery to most agencies (both faster and more accurate
transaction processing and improved reporting and advice).

The extent to which these benefits will be realised will depend on the level of
commitment and rigor focused on key elements of consolidation, standardisation and
process re-engineering.

6.6.2 Human Resources and Finance Functions

Quantitative benefits accrue through efficiencies generated by consolidation,
streamlining and automation. The Queensland Government Shared Service reports
that savings of $10 million were realised in 2004-05, delivering $18 million in returns
to Government since the commencement of the initiative in July 2003. These were in
addition to the budget adjustments based on procurement 1mpr0vements across
Government that produced $6.2 million in saving in the 2004-05 year®. The NSW
Government estimated that its agencies would deliver a 15 per cent benefit through
the consolidation and standardisation (i.e. the move to a shared service environment)
and an additional 15 per cent efficiency from the automation of basic transactions’.

8 Shared Service Initiative Achievement 2004-05: A Performance Report on the Queensland
Government’s transition to shared corporate services. Queensland Government at
www.gld.gov.au/sharedservices/pdf/Annual_Report_04_05.

? Shared Corporate Services-Introduction cited at www.gcio.nsw.gov.au
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Early quantified benefits in the ACT will come from the consolidation of corporate
services staff. To calculate these benefits details of the total number of corporate
services staff broken down into defined sub-categories together with corporate
services activity levels was obtained from each agency. These were then compared to
provide some internal ACT Government efficiency benchmarks. For the Finance and
Human Resources functions an assessment was made of the proportion of that service
which should remain in the agency (e.g., the Shared Service Centre would be
responsible for 100 per cent of payroll services but agencies retain 100 per cent of
strategic HR staff).

Using these benchmarks and division of responsibilities, the savings are estimated to
be $5.5 million per annum. These savings will only be fully realisable by the Shared
Service Centre once it is fully operational. During the first year of operation the
Shared Service Centre will need to devote considerable time and effort to
standardising and streamlining processes. Not only will this work be resource
intensive but until it is substantially completed the Centre will not be able to operate
at the benchmarked efficiency levels. For this reason, during that first year, the
Shared Service Centre should be able to access half of the anticipated savings for this
work to supplement its operating costs. This will ensure that there is no loss of
service to agencies.

A second round of efficiencies will be generated when the ACT moves to a more
integrated, e-enabled environment. These technology related savings will result from
the introduction of employee self service and e-procurement but have not been
included in this analysis as there is an initial two to three year program in establishing
the shared service arrangements, completing the roll out of the CHRIS 21 human '
resources system and ensuring that there are standard operating arrangements across
government. A move to a fully e-enabled shared service will require some additional
investment and a further study and detailed business case should be prepared during
the next three years.

Recommendations 68, 69 and 70:

e savings of $5.6 million be realised from agencies as a result of the
establishment of the human resources and finance components of the Shared
Service Centre with $2.75 million in 2006-07 being available to offset the
additional costs of the Shared Service Centre in that year to ensure continuity
of service delivery to agencies; and

e savings be apportioned to agencies on the basis of their current expenditure
on these functions; and

e agencies’ budgets be adjusted for long term savings.

6.6.3 Information Technology

There are three sources of quantifiable benefits from moving IT to a fully shared
service model. These arise from:
e the inclusion of CIT and DET in the Shared Service - InTACT;

e improved management of department/agency controlled IT projects; and

STRATEGIC AND FUNCTIONAL REVIEW OF THE ACT PUBLIC SECTOR AND SERVICES PAGE 127




e rationalisation of business applications and redundant capacity.

Recommendations 71, 72, 73 and 74:

e current savings required from Shared Service - INTACT be increased by
$1 million in 2006-07 and $2 million in 2007-08 and the forward years;

e further savings of $2.3 million per annum (indexed) be achieved through the
reduction of duplicated and/or redundant business applications and capacity
in agencies; and

e agencies’ budgets be adjusted for IT savings identified in the 2005-06 Budget
and the additional savings identified above; and

e the budget adjustments be based on current agency expenditures and settled
between Treasury and the respective agency.

6.6.4 Prqcurement

In relation to procurement, efforts to date have focused on the establishment phase of
Procurement Solutions and benefits have been restricted to FTE reductions resulting
from consolidation of staff.

Literature suggests that procurement reform will result in savings on the procurement
spend of between 5 per cent and 20 per cent. Given the relatively small size of the
ACT Government and the diversity of services provided, benefits from implementing
more comprehensive procurement reform should be in the order of $35 million over
the four years 2006-07 to 2009-10 ($5 million in 2006-07 rising to $10 million in
2007-08 and the forward years). This represents 1 per cent of the adjusted goods and
services spend in 2006-07 and 2 per cent in the forward years.

Recommendations 75 and 76:

e Departments and agencies be required to achieve savings of 1 per cent of
their 2004-05 goods and services spend in 2006-07 and 2 per cent in 2007-08
and the forward years; and

e agencies’ budget be adjusted for savings identified in Tables 6.4 and 6.5.

6.6.5 Costs

Costs of implementing a shared services approach for the ACT have been estimated
across four main areas: technology; change management and process re-engineering;
accommodation; and project implementation team.

Technology: Efficiency in the shared service will be enhanced by a move to a
common instance of Oracle Government Financials and the full rollout of the new
human resources system (CHRIS 21). Accompanying the move to a standard chart of
accounts for the ACT Government. The cost of moving from the current ten

instances of Oracle to one instance is estimated to be $2.4 million over the two years
2006-07 and 2007-08.
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Change Management and Process Re-engineering: Significant effort will be required
to map the corporate services business processes used by all agencies and to
re-engineer to standardise and streamline them. While the role of the central agencies
will be critical to achieve a whole-of-government policy perspective, some specialist
consulting support should be available to them. Similarly there will need to be
investment in communication and change management to create an environment
conducive to the paradigm change being proposed. It is estimated that $1.5 million
will be needed over the two years 2006-07 and 2007-08.

Accommodation: Staff of the Shared Service Centre will need to be co-located (with
perhaps the exception of INTACT). Thus accommodation for some 400 staff will be
required at a cost of $5.0 million for fit out (if no suitable space is available) and
$2.25 million per annum for rent (which should be able to be offset by reduced space
in agencies).

Voluntary Severance: While Departments/agencies should be encouraged to make
every effort to redeploy surplus staff, it is appropriate to make some provision for
redundancies as part of this assessment. Worst case cost would be in the order of
$2 million.

Recommendation 77: investment of up to $5.75 million in 2006-07 and
$7.4 million in 2007-08 be provided with the exact amounts to be agreed by
Treasury following a business case by the Shared Service Centre.

6.7 BARRIERS, PRE- CONDITIONS TO MOVING FORWARD
AND NEXT STEPS

6.7.1 Barriers to moving to a shared service model

Both INTACT and Procurement-Solutions offer some insights into the challenges of
moving to a shared service environment. In both cases their establishment has been a
long emotive process that left a legacy of scepticism among agencies.

In their establishment phases both INTACT and Procurement Solutions have struggled
with agencies’ views that they are “unique”. It has clearly been difficult to persuade
departments/agencies that, although they deliver different products (services, advice
etc) to the government and the community, the underlying corporate business
processes are similar based on the shared identity of the ACT Public Service.

In discussions with some senior managers it is also clear that the role delineation
between Procurement Solutions and departments/agencies has not been clarified. The
concerns centre around the distinction between procurement expertise and technical or
product specification particularly in relation to capital works programs. The
development of service level agreements provides a process for clarifying these
boundary issues. Departments/agencies need to be tied to the Shared Service Centre
for all core corporate services regardless of whether any particular department/agency
claims to have special skills in one or more of those services.
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From these experiences and the literature it is possible to identify some of the barriers
and challenges of moving to a true shared service. These include:

e perception that corporate services have been targeted again;

e lack of standardised policies and procedures;

e lack of a standardised IT platform;

e arrangements to ensure CEO accountabilities can be met;

e absence of a senior management champion’;

e lack of awareness/skills in managing the change to a shared service'?;
e establishing a balanced performance measurement framework;

e staff concerns about personal and career impacts;

e need to be seen as independent of any one department/agency;

e employee terms and conditions; and

e lack of up-front investment.

6.7.2 Pre-conditions for the establishment of a Shared Service Centre

From the lessons learnt in the ACT and in other jurisdictions it is possible to identify
some critical pre-conditions for the establishment of a true shared service for the ACT
Government. These are:

e significant leadership at both political and senior management levels over a
sustained period; '

e commitment to standardisation and considerable process re-engineering;

e . active support for communication and change management to support the new
organisational culture (based on service delivery and a client focus);

e provision of investment funds to enable the change management and an improved
technology platform (standardised and integrated); and

e engagement of external expertise to assist in planning and implementation phases.

While the move to a shared service environment will deliver substantial benefits in
terms of quality of service, improved transparency, accountability and efficiencies, it
will require a very significant shift in the culture of the public service overall and a
major effort to re-engineer corporate processes. The benefits will therefore only be
realised with a sustained effort as a result of strong, committed leadership.

6.7.3 Next Steps

This paper identifies that there will be significant benefits to the ACT Government in
moving to a shared corporate service model. Experience in other jurisdictions and

10 A recent review by Accenture, Driving High Performance in Government: Maximizing the Value of
Public-Sector shared Services”, found that the executives interviewed rated these as the top two
challenges facing governments using or implementing shared services.
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organisations is that the realisation of these benefits takes careful planning, a
sustained effort, strong leadership at a strategic level and some investment up front.

The investment required is as much in communication to effect cultural change as it is
in infrastructure. Consultation will initially be required to achieve ownership by
department/agency CEOs but sustained ongoing communication will be required for
staff and middle managers.

Following acceptance of the approach, the next steps will be to develop a detailed
implementation plan which maps and timetables all the activities for orchestration
(communications, process re-engineering, technology, accommodation arrangements,
processes to transfer staff, activity at an agency level including restructuring for
changed roles etc). This planning exercise may take 2-3 months and may require
input from experienced project managers. During this period decisions (such as
whether it is preferable to progressively roll agencies into the Shared Service Centre
or to commence full operations for all agencies on a given day) will be resolved.

The Shared Service Centre should be fully operational by mid 2007. By the end of
2007, it should be positioned to drive continued efficiencies and identify additional
value adding services for ACT Government agencies. If at any point along this
journey, the Government considers that this end point is at risk, consideration should
be given to seeking a partnership approach with a private sector provider of shared
services. This would be a practical acknowledgement that the combination of
aggregation, standardisation and cultural change required to achieve the shared
service vision will provide in a very significant challenge. The ability to leverage
from the experience and skills of an existing private operator might assist if this
challenge becomes overwhelming.
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6.8 SUMMARY OF SAVINGS AND STAFFING IMPACTS

Table 6.2: Summary of Savings

2006-07 2007-08 2008-09 2009-10 Total FTE
$m $m $'m $'m Impacts
Consolidation of HR and Finance 1.000 3.750 5.570 5.640 62.94
Information Technology 3.300 4,300 4.300 4.300 NA
Procurement — Tender Box Savings 5.000 10.250 10.500 10.760 NA
Technology Costs — Shared Services (1.200) (1.200) 0 0 NA
Change Management — Shared Setvices (1.000) (0.500) 0 0 NA
TOTAL SAVINGS 7.100 16.600 20.370 20.700 62.94
Capital Investment
Fit-out costs (5.0) NA
Net Cash Savings 210 16.60 20.37 20.70 62.94

M 2006-07 is a pro rata figure — assumes the shared services centre will commence on 1 February 2007 and allows
for $2.75 million to be available, to allow for progressive reduction of staff, during the first year of its operation.

Table 6.3: Consolidation of HR and Finance — Transfers from Agencies

2006-07 2007-08 2008-09 2009-10 FTE

$m $m $'m $m _Impacts

ACTION 0.533 1.295 1.312 1.329 14.09
ACT Planning and Land Authority 0.279 0.677 0.686 0.695 6.98
Cultural Facilities Corporation " 0.178 0.433 0.438 0.444 472
Canberra Institute of Technology'' 1.082 2.631 2.665 2.700 29.99
Chief Minister's Department'? ' 1.110 2,700 2,735 2.770 28.28
Department of Education and Training 2.663 6.475 6.559 6.644 71.34
Disability, Housing and Community Services 1.417 3.444 3.489 3.534 38.11
EE‘IC 0.050 . 0121 0.122 0.124 1.22
Gambling and Racing 0.016 0.040 0.040 0.041 0.37
InTACT 0.435 1.057 1.071 1.084 1117
Justice and Community Safety 0.132 0.320 0.325 0.329 3.11
Australian Capital Tourism Corporation 0.134 0.326 0.331 0.335 3.61
ACT Workcover 0.075 0.183 0.186 0.188 2.52
ACT Health 4.260 10.357 10.492 10.628 117.85
Emergency Services Authority 0.737 1.791 1.814 1.838 19.92
Department of Urban Services 1.814 4.412 4,468 4.528 48.52
Total Transfer from Agencies 14.915 36.262 36.733 37.211 401.8
Savings 1.000 3.750 5.570 5.640 62.94
Net Transfer to Shared Services . 13.915 32.512 31.163 31.571 338.86

The above table detail the transfers from each agency to establish the Shared Service Centre for HR
and Finance functions.

" Does not include student enrolments and associated process.

12 Chief Minister’s Department provides HR and finance services to Treasury. The transfer includes
both Department’s share.
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Table 6.4: Allocation of Functional Review Procurement Savings (Tender Box)

2006-07 2007-08 2008-09 2009-10 Total

$m $m $m $m FTE

Impacts

ACTION 0.187 0.384 0.394 0.403 NA
ACT Planning and Land Authority 0.059 0.121 0.124 0.127 NA
Cultural Facilities Corporation 0.023 0.048 0.050 0.051 NA
Canbetra Institute of Technology 0.177 0.365 0.374 0.384 NA
Chief Minister's Department 0.240 0.491 0.503 0.516 NA
g:::‘/fﬁ'e”g’ Housing and Community 0.593 1216 1.246 1.277 NA
BZ@’ZE?SZE? Economic 0.030 0.060 0.061 0.063 NA
Department of Urban Services 1.316 2.698 2.765 2.835 NA
Department of Education and Training 0.143 0.292 0.299 0.306 NA
Emergency Services Authority 0.100 0.205 0.211 0.216 NA
ACT Health 1.318 2.702 2770 2.840 NA
InTACT 0.378 0.775 0.795 0.814 " NA
Justice and Community Safety 0.187 0.381 0.391 0.401 NA
ég?:)?rlgr(])r? apital Tourism 0.139 0.284 0.291 0.298 NA
Treasury 0.1’63 0.211 0.216 0.221 NA
ACT WorkCover 0.008 0.017 0.017 0.018 NA
Total 5.001 10.250 10.507 10.770 NA

The above table details where the procurement savings will be achieved.

* Tables may not add due to rounding
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Table 6.5: Allocation of ERC Procurement Savings

2006-07 2007-08 2008-09 2009-10 2006-07

$m $m $m $m Fees to

Procurement

Solutions

ACTION 0.111 0.166 0.166 0.166 0.102
ACT Planning and Land Authority 0.049 0.074 0.074 - 0.074 0.046
Cultural Facilities Corporation 0.000 0.000 0.000 0.000 0.050
Canberra Institute of Technology 0.327 0.491 0.491 0.491 0.304
Chief Minister's Department 0.563 0.844 0.844 0.844 0.522
Dieability, Housing and Community 0.557 0.836 0.836 0.836 0.517
Department of Economic Development 0.119 0.178 0.178 0.178 0.110
Department of Urban Services 0.754 1.131 1.131 1.131 0.732
Department of Education and Training 0.309 0.463 0.463 0.463 0.286
Emergency Services Authority 0.171 0.257 0.257 0.257 0.159
ACT Health 0.398 0.597 0.597 0.597 0.369
Justice and Community Safety 0.177 0.266 0.266 0.266 0.165
Australian Capital Tourism Corporation 0.037 0.055 0.055 0.055 0.034
Treasury 0.364 0.546 0.546 0.546 0.338
ACT WorkCover 0.012 0.018 0.018 0.018 0.011
ICRC 0.010 0.015 0.015 0.015 0.009
Stadiums Authority 0.027 0.041 0.041 0.041 0.066
Auditor-General's Office ‘ 0.015 0.022 0.022 0.022 . 0.014
Total Procurement ERC Savings ) 4.000 6.000 6.000 6.000 3.834
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Table 6.6: Allocation of Functional Review IT Savings + ERC IT Savings"

2006-07 2007-08 2008-09 2009-10 Total FTE

$m $'m $'m $'m Impacts
ACTION 0.112 0.158 0.158 0.158
ACT Planning and Land Authority 0.376 0.530 0.530 0.530
Cultural Facilities Corporation 0.057 0.081 0.081 0.081
Chief Minister's Department 0.454 0.640 0.640 0.640
Disability, Housing and Community Services 0.967 1.365 1.365 1.365
Department of Economic Development 0.111 0.157 0.157 0.157
Department of Urban Services 0.942 1.329 1.329 1.329
Department of Education and Training + CIT 0.494 0.697 0.697 0.697
Emergency Services Authority 0.254 0.359 0.359 0.359
ACT Health 2.417 3.411 3.411 3.411
Justice and Community Safety 0.548 0.773 0.773 0.773
Land Development Agency 0.068 0.096 0.096 0.096
Treasury 0.238 0.336 0.336 0.336
ACT WorkCover 0.058 0.082 0.082 0.08?
ICRC 0.009 0.013 0.013 0.013
ACT Insurance Authority 0.010 0.014 0.014 0.014
ACT Gambling and Racing Commission 0.030 0.042 0.042 0.042
ACT Legislative Assembly 0.091 0.128 0.128 0.128
ACT Executive 0.037 0.052 0.052 0.052
Auditor-General's Office : 0.027 0.037 0.037 0.037
Total IT Savings 7.300 10.300 1Q.300 10.300

The above table details where the procurement saving will be achieved.

' ERC IT Savings total $6 million per annum.
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ATTACHMENT 6.1
Agencies to be supported by the Shared Service

ACTION

ACT Planning and Land Authority
ACT Public Cemeteries Board

Chief Minister’s Department
Department of Treasury

Central Financing Unit

ACT Superannuation Unit

Home Loan Portfolio

InTACT

Legal Aid Commission (ACT)

ACT Health

Department of Urban Services
Department of Justice and Community Safety
ACT Emergency Services Authority
Department of Education and Training
Canberra Institute of Technology
ACT WorkCover

Department of Disability, Housing and Community Services (including the Office for
Children, Youth and Family'Support)

Department of Economic Development
Exhibition Park in Canberra

Public Trustee for the ACT

Cultural Facilities Corporation

Canberra Cemeteries Trust

CIT Solutions

ACT Gambling and Racing Commission
ACT Insurance Authority

Independent Competition and Regulatory Commission
Workers Compensation Fund

Land Development Agency

Further consideration may be required for these agencies, given their Independent
and Statutory nature

Legislative Assembly Executive
ACT Executive
Auditor General
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ANALYSIS

STRATEGIC AND FUNCTIONAL REVIEW OF THE ACT PUBLIC SECTOR AND SERVICES PAGE 137



CABINET-IN-CONFIDENCE

STRATEGIC AND FUNCTIONAL REVIEW OF THE ACT PUBLIC SECTOR AND SERVICES PAGE 138



CHAPTER 7.1 OVERVIEW OF ANALYSIS
PROCESS

7.1.1 GENERAL APPROACH

An overview of the information collected from agencies and other sources has been
provided in Chapter 1. This information has formed the basis of portfolio analysis.

The Review’s strategic direction is enunciated in Chapter 3. Portfolio analysis has
been approached within the context of that direction.

As a general approach, the Review’s focus has been to improve the cost effectiveness
of the public sector. It has sought to preserve outcomes, and particularly in priority
areas of health and education to enhance outcomes.

The philosophy underpinning the Review’s proposals in relation to Machinery of
Government changes is equally applicable to individual portfolio analysis. The
Review has sought to identify opportunities for expanding the policy reach within
each portfolio, and more coordinated services to the community.

7.1.2 ASSESSMENT OF PRIORITIES

The Review has remained mindful of Government priorities, and the Ministerial
priorities (as advised) in assessing departmental functions, services and activities.

Specific assessment of each activity, however, is not included in this chapter — it is
prepared on an exception basis, and deals with issues where a specific
recommendation is made.

7.1.3 ANALYTICAL TECHNIQUES

The Review has relied considerably on benchmarking the services and agencies. This
has taken one or more of the following forms:

¢ internal and local benchmarks: where evidence is available that some parts of
the service area, agency, or other agencies within the public service are operating
more efficiently or effectively, it is not unreasonable to expect that the same
benchmarks should be achieved;
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e inter-jurisdictional comparisons: the ACT exists within a national context of
financial and service arrangements. The Review has in general referred to
national average as the benchmark. This is reasonable as the
Commonwealth-State financial arrangements (that underpin a large proportion of
budget revenue) provide capacity to deliver an average level of service at an
average level of efficiency; and

e comparisons over time (time-series analysis): if an agency or service area had a
higher level of efficiency in the past, it is reasonable to expect that the same level
could be achieved in the future.
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CHAPTER 7.2 CHIEF MINISTER’S AND
TREASURY

OVERVIEW

The Chief Minister’s Department provides a whole-of-government focus on policy
and strategic advice on a range of specified issues and advice and support for the
Chief Minister and Cabinet. The Department’s total expenditure in 2005-06 is
estimated to be $78.4 million with some 370 FTE staff. A significant proportion of
these funds are attributable to the operational functions of Arts, Heritage and
Environment. In addition, approximately 44 FTE staff undertake corporate
management and finance functions across a range of departments.

Treasury provides strategic financial and economic advice to the ACT Government,
revenue management, procurement support services and houses the Government’s IT
shared service provider, INTACT. Treasury’s total expenditure in 2005-06 is
estimated to be $33.4 million (excluding INTACT as they report their finances
separately) with approximately 213 FTE staff.

KEY RECOMMENDATIONS AND CONCLUSIONS

e The policy, organisational and ﬁscal challenges facing the Territory require a
strengthening of central departments’ leadership and policy and financial control.

e Policy focus and change management capability be enhanced in central agencies
to support the Minister. This will require staff of high calibre with a diversity of
experience and skill across pdlicy, economic and fiscal matters.

e Current central agency structures include a number of operational activities that
would be better located in other departments. Their relocation will enable both
central agencies to focus on whole-of-government policy advice and coordination
and driving public sector reforms.

e The Review is v&orking on.the assumption that the Chief Minister will also
assume the role of Treasurer. However, the two departments should remain as
separate entities reflecting their very different responsibilities and the leadership
required (See Chapter 4.2).

Summary Machinery of Government (See Chapter 4.2)

e Economic Development and Business ACT to transfer to the Chief Minister’s
Department on abolition of the Department of Economic Development;

e Community Affairs transferring from Chief Minister’s to the Department of
Community Services;

e Strategic Projects to transfer back to respective agencies, namely the Department
of City and Territory, unless the project is whole-of-government in nature.

e Environment, Conservation and Land Management to transfer to the Department
of City and Territory. Heritage to transfer to ACTPLA.

e The Office of Sustainability to transfer to the Department of City and Territory,
following rationalisation (see below), energy and water policy to remain in CMD.

e Gambling and Racing Commission to transfer to the Treasury portfolio.

STRATEGIC AND FUNCTIONAL REVIEW OF THE ACT PUBLIC SECTOR AND SERVICES PAGE 141




7.2.1 CHIEF MINISTER’S

Focussing and strengthening the core roles of the Department.

The primary roles of the Chief Minister’s Department are:
e strategic policy advice and support to the Chief Minister and Cabinet;

e management of (a small number of) issues/projects of significance to the
Territory; and

e direction and leadership across the ACT Public Sector, to ensure quality and
consistent approach to policy development and cost effective service provision.

The Department should also coordinate, monitor and report to Government on the
change process proposed under the Review. The discussion in the following sections
deals with the existing functions and roles of the Department.

Cabinet and Policy Function

The Cabinet and Policy Group provide a central link between the broader Public
Sector and the Executive, but their respective roles should be clarified, to avoid any
unnecessary overlaps.

The Group has critical functions in briefing the Chief Minister on submissions.
Cabinet will also have a “gatekeeper” role to ensure that all submissions comply with
the Cabinet Handbook (see chapter 4.1 for Review’s approach on this function).

Split into a number of distinct policy branches, the current focus of the Policy Group
is broad. However, a significant proportion of activity is operational, rather than
strategic. At times, the group undertakes work that duplicates work in other agencies.

It is proposed that the Policy Group focus on whole-of-government, cross function
policy and progression of the Government’s priorities. The proposed strategic
economic area within the Department would undertake analysis and policy
development in relation to economic and regional issues.

Where issues require the strong engagement of the Chief Minister for a limited time,
the preferred model of engagement is to establish a strategic inter-departmental task
force under the chair of the Chief Minister’s Department rather than duplicate
agencies or organisational units.

Staff in the Cabinet and Policy Group must be highly skilled, flexible and able to
move quickly into different areas as needs change. They should not see their role as
being to “shadow” departments but to add value through taking a broader perspective
and being an independent mediator between competing departmental/agency
objectives. A further role of the Policy Group is to maintain a strong capacity for the
Territory in its dealings with other Governments and in fora such as COAG.

Consistent with the role outlined above, some of the project work currently
undertaken in Cabinet and Policy Group should be transferred to the appropriate line
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agency (For example, Community Affairs into the Department of Health and
Community Service).

Recommendation 78: strategic policy capacity be strengthened in the Chief
Minister’s Department by refocussing the existing and transferred resources

and effort.

Communications and Signature Events

The Department should retain responsibility for communications support for the
Chief Minister’s Office and also provide whole-of-government coordination of
media. It is also anticipated that the Chief Minister will lead the formulation and
delivery of ‘signature’ events in Canberra such as the Centenary of Canberra. These
events have a scale and nature that will usually require the assembly of a dedicated
team. Most other events, of a regular and ongoing nature, will be the responsibility of
the proposed Department of City and Territory, which is also responsible for tourism.

Recommendation 79: the Chief Minister’s Department continue to be
responsible for Chief Minister’s communication support, and provide
whole-of-government coordination of media. The Department should also lead
the formulation and delivery of ‘signature’ events, with responsibility for all
other ongoing and regular events with the Department of City and Territory
(i.e., Tourism).

Public Sector Management and Industrial Relations

The Public Sector and Industrial Relations Management Group has the central agency
poliCy and advisory role for ACT Public Service employment, as well as broader
responsibility for industrial relations policy.. The role performed by the Group is
critical to the future of the ACT Public Service, and greater effort should be directed,
within existing resources, to strategic workforce planning, reform of the public sector
employment arrangements, to modernise the public service, and remove unnecessary
bureaucratic or redundant policies and procedures and promoting a culture of a
single, highly professional ACT Public Service. The Group should also undertake
enhanced monitoring of public sector human resources and trends and provide clear
direction to agencies on industrial relations policies and approaches. Savings are not
proposed in relation to these functions.

CMD also provides support for the part-time statutory role of the Commissioner for
Public Administration, the ACT Remuneration Tribunal and the Occupational Health
and Safety Council. Savings can be achieved in rationalising the support to the
Commissioner of Public Administration, because that position is now combined with
that of the Deputy Chief Executive, Governance and through the transfer of
responsibility for occupational health and safety data collection to ACT Workcover.
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Recommendation 80: savings of $0.439 million be realised from combining the
position of Commissioner of Public Administration with the
Deputy Chief Executive, Governance, within the CMD.

Streamlining the Department to Enhance Focus on Core Functions

Currently the Chief Minister’s Department has accumulated responsibility for a range
of key projects such as in the areas of planning and urban services and ageing. Many
of these projects overlap with work being done in delivery departments.
Responsibility for these have moved beyond the concept stage and now these projects
should be transferred to the Department of City and Territory.

Responsibilities for programs in a number of areas including family violence and
ageing should be integrated within the Department(s) of Health and Community
Services.

Recommendation 81: key projects be transferred from the
Chief Minister’s Department to portfolio departments as appropriate.

Office of Sustainability

The Office of Sustainability provides both policy advising and program management
functions. Some of these are very closely linked to functions in other agencies, such
as Environment ACT and the sustainable transport and building design elements of
ACTPLA, which are proposed to be merged into the Department of City and
Territory. ?

The current function of energy and water policy should be retained within the Chief
Minister’s Department within the strategic economic and business development
group recognising the strong links between them, and the substantial
inter-jurisdictional issues which arise in these areas.

Responsibility for broader sustainability policy and the water and energy
conservation programs should be transferred to the Department of City and Territory.

Recommendations 82, 83 and 84:
e the Office of Sustainability be abolished;

e the policy role in relation to energy and water be retained in the
Chief Minister’s Department and aligned with the Economic Development
Unit; and

e the remainder of the sustainability function merge into the Environment
function in the Department of City and Territory, to achieve a saving of
$1.5 million per annum.
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Environment Management and Regulation, Conservation and Land
Management and Heritage

As outlined in the Machinery of Government Chapter, Environment Management and
Regulation, Conservation and Land Management will be transferred to the
Department of City and Territory. Efficiencies should be actively sought from this
transfer and used to support the Department of City and Territory’s land and
maintenance functions, as these have inadequate funding support at present.

The Review has proposed (Chapter 7.10) that Heritage functions be transferred to
ACTPLA. In relation to both Environment and Heritage, the underpinning legislation
warrant further review, with a view to simplification and the delivery of a more
cohesive and streamlined planning and protection system across the ACT. This
should be undertaken as part of the Planning System Reform Project.

ArtsACT and the Cultural Facilities Corporation

ArtsACT be retained within Chief Minister’s Department together with the Cultural
Facilities Corporation (CFC). The Cultural Facilities Corporation, as now, should
take responsibility for only those heritage assets which are able to be opened for full
community use.

Of its revenue of $10.9 million in 2004-05, the Cultural Facilities Corporation
received $7.13 million (or 65 per cent) from the ACT Government. The néxt most _
significant revenue item was $2.3 million from business activities (venue hire, tickep
sales etc). v

There is capacity for the Corporation to increase its revenue from
sponsorship/donations or otherwise improve its financial performance by $0.5 million
and thus reduce the Government appropriation by an offsetting amount.

CFC’s 2005-06 business plan identifies a rahge of opportunities where it could
improve commercial outcomes, including:

e further developing links with the corporate community and philanthropic donor
programs; "

e identification and promotion of commercial opportunities, including venue hire,
across the range of facilities and sites managed; and

e greater use of electronic ticketing services.

Recommendation 85: savings of $0.5 million from the Cultural Facilities
Corporation be achieved in 2006-07 and the forward years.

Public Art Scheme - 2 per cent Contribution

The Chief Minister commissioned a new public art program in 2005 that introduced a
new 2 per cent for public art scheme for ACT Government capital works projects.
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The scheme imposes a 2 per cent commitment for public art for all capital works over
$5 million. For projects over $20 million, the 2 per cent will apply up to $20 million
only.

There are several capital works projects for which this scheme does not apply, these
include land sub-divisions and underground works, and refurbishments,
repairs/maintenance and fitouts to existing buildings and roads.

It is essential that the public arts scheme meet not only the costs of new art but also
ongoing maintenance and replacement costs. An appropriate part of the 2 per cent
funds should be placed in a sinking investment fund to maintain and preserve the art
for each works’ entire life-cycle. No additional monies should be called on from the
Budget for the purpose of maintenance and preservation of artworks created under
this scheme.

Recommendation 86: artsACT ensure that the 2 per cent for public art scheme
monies, allocated as part of the capital works program, include a sinking
investment fund for future maintenance and preservation of all art works
created or administered through the scheme.

7.2.2 TREASURY

Treasury’s primary aim is to coordinate ACT Government resource management to
support both a strong Territory economy and to enable a coordinated approach to the
delivery of the Territory’s programs and services.

To achieve this aim, its roles include:

e providing advice on the Territory’s fiscal strategy (including the setting of targets
for the level of net debt as a percentage of Gross Territory Product, and the level
of operating surplus);

e  the financial management framework (including monitoring the budget,
identifying emerging issues and developing strategic options/solutions); and

e administering the Territory’s revenue laws and a number of grants and subsidy
schemes.

- Under proposals elsewhere in this Report, Treasury will also take responsibility for
all ‘back office’ services and the gaming and racing portfolio.

Strengthening the Department’s Leadership and Change Management
Capacity

A key theme of this Report is the need for greater fiscal responsibility at all levels
within the ACT Public Sector. This will require strong leadership from Treasury and
an acceptance on the part of all agencies that achieving a budget surplus is now a
major Government priority.
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The fiscal position and outlook of the Territory requires commitment within the
public sector to achieving efficiencies and assisting the Government to prioritise
expenditure. The measures proposed by the Review require considerable effort from
central agencies.

The Department of Treasury will need a modest increase in resources to obtain the
high quality personnel that it needs for these tasks - $1 million is proposed.

Recommendation 87: Treasury resourcing be strengthened by $1 million to
enhance central agency capacity to lead directional change and provide high
quality economic and financial policy advice.

Independent Competition and Regulatory Commission (ICRC)

The Independent Competition and Regulatory Commission (ICRC) is a statutory
body set up to regulate prices, access to infrastructure services and other matters in
relation to regulated industries, and to investigate competitive neutrality complaints
and government-regulated activities. The Commission also has responsibility for
licensing utility services and ensuring compliance with licence conditions.

In 2004-05, the Commission’s fee revenue base fell due to its primary focus being
moved away from utility price regulation, as a result of electricity and gas régulation
moving to national markets. The Commission’s renewed focus has been redirected
toward a wider set of utilities’ compliance, licensing and regulation issues.

Essentially the core functions of the Commission have been reduced, without a
corresponding change in the structure or composition of the organisation.

In line with the Review’s recommendation on the creation of a central Regulatory
Office, and the transfer of functions from the Commission to that office, the
Independent Competition and Regulatory Commission (ICRC) should be restructured
to recognise the shift in functions and responsibilities. Appropriation savings of
$0.100 million be achieved through this process, and staff reductions in the order of
3-4 FTE pubic service staff and non-renewal of the two Commissioner positions
(upon completion of their current appointments at 26 June 2006).

The Commission should retain its ability to appoint any number of temporary
Associate Commissioners to meet the needs of a specific enquiry.

Recommendation 88 and 89:

e appropriation savings of $0.1 million per annum from the Independent
Competition and Regulatory Commission be achieved in 2006-07 and the
forward years, through a reduction of up to four support staff; and

¢ the appointments of the two ICRC Commissioner positions are not renewed
upon expiration on 26 June 2006.
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7.2.3 SUMMARY OF SAVINGS AND STAFFING IMPACTS -
CHIEF MINISTER’S

2006-07 2007-08 2008-09 2009-10  Total FTE

$'m $m $m $'m Impacts
Strategic Implementation and Projects
(funded for 2005-06 only) 0 0 0 0 -
Sustainability 1.500 1.538 1.576 1.615 13.5
Public Sector Management & Industrial 0.439 0.445 0.450 0.456 2.8
Relations
Asbestos 0 0 0 0 -
{funded for 2005-06 only)
ACT Cultural Facilities Corporation 0.500 0.512 0.525 0.538 -
TOTAL SAVINGS 2.439 2.495 2.551 2.609 16.3
Procurement (Tender Box) Savings
- Chief Minister's Department 0.240 0.491 0.503 0.516 -
- Cultural Facilities Corporation 0.023 0.048 0.050 0.051 -
- ACT WorkCover 0.008 0.017 0.017 0.018 -
Procurement (ERC) Savings |
- Chief Minister’'s Department 0.563 0.844 0.844 0.844 =
- ACT WorkCover 0.012 0.018 0.018 0.018 B
IT (Review and ERC) Savings
- Chief Minister's Department 0.454 0.640 0.640 0.640 *
- Cultural Facilities Corporation 0.057 0.081 0.081 0.081 -
- ACT WorkCover 0.058 0.082 0.082 0.082 -
Transfer to Shared Services
- Chief Minister's Department 1.110 2.700 2.735 2.770 28.28
- Cultural Facilities Corporation 0.178 0.433 0.438 0.444 4.72
- ACT WorkCover 0.@)75 0.183 0.186 0.188 2.52
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7.2.4 SUMMARY OF SAVINGS AND STAFFING IMPACTS -

TREASURY
2006-07 2007-08 2008-09 2009-10  Total FTE
$m $m $m $m Impacts
Investment into enhanced Treasury central
economic and financial policy role -1.000 -1.025 -1.051 -1.077 TBC
Independent Competition and Regulatory
Commission (ICRC) 0.100 0.103 0.105 0.108
TOTAL SAVINGS -0.900 -0.922 -0.946 -0.969 3
Procurement (Tender Box) Savings
- Treasury 0.103 0.211 0.216 0.221 -
- InTACT 0.378 0.775 0.795 0.814 -
Procurement (ERC) Savings
- Treasury 0.364 0.546 0.546 0.546
-ICRC 0.010 0.015 0.015 0.015
IT (Review and ERC) Savings
- Treasury 0.238 0.336 0.336 0.336
-ICRC 0.009 0.013 0.013 0.013
- ACT Insurance Authority 0.010 0.014 0.014 0.014
Transfer to Shared Services
- InNTACT 0.435 1.057 1.071 1.084 11.17
- EPIC f 0.050 0.121 0.122 0.124 1.22
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CHAPTER 7.3 ACT HEALTH

OVERVIEW

ACT Health directly controls the following service delivery arms: The Canberra
Hospital (TCH), Community Health, Mental Health ACT, the Capital Region Cancer
Service and the Aged Care and Rehabilitation Service.

The Population Health Division provides a range of public and environmental health
services as well as health promotion services. In addition, under an agreement
between ACT Health and the Little Company of Mary, Calvary Public Hospital is run
by Calvary Health Care Limited for the Little Company of Mary Health Care.

In 2004-05, total expenditure of ACT Health was $636.2 million, representing around
24 per cent of General Government Sector expenditure in that year. This expenditure
was across four major outputs, Acute Services ($448.7 million), Mental Health
Services ($45.6 million), Community Health Services ($117.6 million) and Public
Health Services ($23.1 million).

The remaining $1.2 million related to the Community and Health Services Complaints
Commissioner. This function was transferred to the Human Rights Commission in
2005-06.

ACT Health expenditure has incréased from $415 million (adjusted) in 2000-01 to
$636 million in 2004-05. This an increase of $220 million over four years, with
annual increases of 13 per cent, 8.8 per cent, 9.9 per cent and 13 per cent, representing
an average annyal increase of 11.2 per cent. The published 2005-06 budget and
forward years” expenditure for health show an average annual growth of 4 per cent,
slightly over one third the recent actual growth rate.

KEY CONQLU_SIONS AND RECOMMENDATIONS

o The taskin health is the biggest single challenge the Government will face over the
~next four years. If the current patterns of utilisation and spending were to continue,
an additional $168 million over the current forward estimate would be required in
the last forward year (2009-10). Some planning scenarios, indeed, envisaged an
increase of $225 million.

e The growth in health spending in recent times has been at an unsustainable level,
such that if this recent trend continued, health expenditure would represent more
than 50 per cent of the total General Government expenditure by around 2020.

e At the same time, the published budget forward estimates for health presently
understate expenditure needs under existing or announced policy, and adjustments
are required to adequately take into account various provisions and revenue offsets.
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KEY CONCLUSIONS AND RECOMMENDATIONS (Contd.)

e The actual health expenditure in the ACT is above the standardised level assessed
by the Commonwealth Grants Commission, particularly in the areas of
non-inpatient and community health services and population and preventive health.
Notwithstanding the ACT’s expenditure effort, the efficiency of health services in
the ACT is below the national average. For example, the ACT cost per casemix-
adjusted separation was 22 per cent higher than the national average in 2003-04.

e There is considerable scope for efficiencies. This will require a new strategic
approach that will focus on providing clients of the ACT health system with the
appropriate care in the appropriate place, and providing high quality services at a
price affordable for the ACT.

e The new strategic approach should incorporate:

1. role delineation between The Canberra Hospital (emphasis on tertiary and
quaternary services) and Calvary (general hospital services) through:

- clarifying the management arrangements at Calvary by vesting
management control in the Little Company of Mary;

- ACT Government then purchasing general hospital services from Calvary,
for example day surgery and rehabilitation; and

- establishment of a sub-acute facility (already included in the forward
estimates) to take these cases out of the acute hospital.

2. Refocusing and re-orientating community health services to target services to
at risk and low-income groups.

3. Recognising growth in the areas of mental health, cancer services and aged
care.

o This approach will result in a growth rate averaging 6.1 per cent per annum across
the forward years (7.3 per cent in 2006-07, to 5.6 per cent in 2009-10). This
growth is above the current forward estimates, and therefore, additional funding
will need to be provided to ACT Health. However, it represents a significant
‘saving’ of a total of $390 million over the forward estimates period, on projected
expenditure if no action is taken and the recent growth rates are maintained.

o The Review is proposing a more integrated and broader scope of policy advising
and service delivery in areas of health and community services through either
merging the two Departments, or by establishing systems and protocols (for
example, shared administration of service purchasing and grants administration).
Improved linkages between hospital care and community programs should also be
pursued to support the objective of providing care in the right setting.

o The strategy will require strong Government commitment to improving the
effectiveness of the health system, and the efficiency of its operations. It is based
on maintaining wage growth at 3 per cent per annum, and productivity offsets
above this level. It also requires improvement in staff allocations and work
practices across the health system.
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7.3.1 HEALTH: EXPENDITURE GROWTH AND BUDGET

ACT Health expenditure has increased from $415 million (adjusted) in 2000-01 to
$636 million in 2004-05, with an average annual increase of 11.2 per cent. On the
other hand, the published forward estimates show an average annual growth in health
expenditure of 4 per cent across the forward years, slightly over one third the recent
actual growth rate’. The Review has identified a situation where:

e continuing the trend growth of the past five years is not sustainable. For example,
if this growth in health expenditure continued and with total budget expenditure
growing in line with the growth in the economy?, then health expenditure would
represent more than 50 per cent of the total general government expenditure by
around the end of next decade. In the absence of major structural change, this
historic growth would continue; and

e the published forward estimates for health expenditure are not realistic. Realistic
growth rates need to be identified and reflected in the forward estimates, and the
health system needs to ensure that the forward estimates are not exceeded.

In conjunction with ACT Health, the Review has sought to establish a reaisonqble
level of growth which would enable the health system to provide the right level of
care at the right time at a cost that is affordable. /

The Review is proposing a strategy and a range of specific measures to improve the
effectiveness of the health system and efficiency of its operations.

Projected Health Expenditure by Scenario
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! Provisions held centrally relating to wage increase and insurance premiums increase the growth rate across the
forward years to an average of 4.7 per cent.

2 Assumed at 2.5 per cent per annum in real terms, that is, at around half the rate of health expenditure growth,
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The ACT spends more than the national average on health, particularly on community
and population health - and its needs are relatively lower. What is required is to
refocus the current expenditure to programs and measures that:

e reduce avoidable hospital admissions;

e focus on at risk and low-income groups rather than providing universally
accessible services; and

e keep the hospital stay to a minimum, with appropriate care provided at home or in
a community setting.

Besides providing the right care in the right setting, enhancing people’s engagement
in maintaining their own health would reduce the growth in demand for hospital
services.

Considerable efficiencies are implicit in any level of growth that is lower than the
trend growth of the past. The Review has also identified potential efficiencies and
strategies to achieve those efficiencies.

The potential effects of ageing (together with technology costs) on demand for
hospital services have been well recognised’. The impacts of ageing on the economy
and in particular on health costs are projected to eventuate during the next decade.
The strategic approach proposed by the Review will place the Territory in a position
to deal with those challenges as part of any national solutions.

The strategy will require strong Government commitment. Any wage increase above
3 per cent per annum will need to be funded from productivity offsets.

7.3.2 DEMAND DRIVERS
D'emographics

Reflecting its relatively high incomes, high employment levels, correspondingly low
unemployment levels, high educational attainment and relatively low age profile, the
ACT population enjoys good health overall. On a range of risk factors, including
smoking rates, risk of alcoholism, exercise rates and obesity levels, the ABS National
Health Survey” indicates that the ACT has better outcomes than the national average.

For example, the ACT has:

e the lowest proportion of daily smokers of all jurisdictions (18.7 per cent compared
to the national average of 22.4 per cent);

e the highest proportion of population at low alcoholism risk of all jurisdictions
(56.4 per cent compared to the national average of 50.8 per cent);

e the lowest proportion of population performing no exercise of all jurisdictions
(23.5 per cent compared to the national average of 30.4 per cent);

3 Intergenerational Report; State and Territory Intergenerational reports.
* ABS, National Health Survey, Summary of Results, 2001, Cat. No. 4364.0
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e the highest proportion of population performing high levels of exercise of all
jurisdictions (8.1 per cent compared to the national average of 6.4 per cent); and

e the lowest proportion of obese population of all jurisdictions (11.8 per cent
compared to the national average 15.1 per cent).

As discussed in Chapter 2, this demographic profile suggests a lower level of need for
health care than the national average. Notwithstanding this, it is recognised that
health care needs in the 21 Century will be different to those of the 20™ Century,
particularly as chronic disease and mental illness replace communicable diseases as
the main drivers of demand for the health services. The health system will be
required to be sufficiently flexible to respond to changing areas of need as they occur,
and to focus increasingly on assisting people to maintain good health rather than
responding to acute episodes of illness.

NSW Resident Use of the ACT Health System

It is worth noting in discussions of population in relation to health, that the catchment
for ACT hospitals for tertiary services effectively includes the population of the
former Southern Area Health Service, located in NSW?.

The population of the Southern Area Region is around 180,000. Around 23 per cent
of inpatient separations in ACT public hospitals are from NSW residents, with the
vast majority of these being residents of the former Southern Area Health Service.
NSW residents represent significartly less activity in the community health ard
population and preventive health services. Expenditures in the ACT are driven
overwhelmingly by the characteristics of the ACT population.

On an age-weighted basis, the region’s population is projected to grow at slightly
under two per cent per annum. Cost weighted inpatient separations from southern
area residents increased by an average of 6.4 per cent per annum over the three years
to 2004-05. However, it should be noted that expenditure on NSW patients is at least
partially offset by revenue received from NSW under the NSW/ACT Cross-Border
Health Agreement.

The Ageing Population

The ACT currently has the youngest population (expressed by median age) of all
jurisdictions (with the exception of the Northern Territory). As at June 2005, the
median age in the ACT was 34.5, below the national average of 36.6°.

> Under the Australian Health Care Agreements (AHCAS), the main Commonwealth/State funding agreements for
health, the ACT is required to provide public hospital care to all Australian residents, irrespective of their place of
residence. Charging or refusing to treat NSW residents in ACT public hospitals would constitute a breach of the
AHCAs, and put in jeopardy over $100 million per annum in Commonwealth funding. Accordingly, it is likely
that ACT hospitals will continue to perform their tertiary role for the surrounding region of NSW for the
foreseeable future.

¢ ABS, Population by Age and Sex, Australian States and Territories , Cat. No. 3201.0 — June 2005.
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