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CONSTRUCTION SERVICES COMMITTEE To: 

From: ACTING DIRECTOR OF CONSTRUCTION 
SERVICES 

Date: 28 August 1998 I Ref: CC/SD 

NORTH LANARKSHIRE COUNCIL 
REPORT 

Subject: RECOVERY TO DATE 

1.0 Backcround 

The direction given by the Secretary of State on 23 July, 1998, (copy attached) prevents the Council from 
carrying out: 

i) Building Maintenance; and 

ii) General Highways; 

works under the 1980 Act from 1 May, 1999. 

In the letter to the Council from the Scottish Office there is a glimmer of hope that a smaller DLO could be 
allowed to carry on (‘any remaining in-house provision of specij7ed services would have to be a smaller 
proportion of the totaI of such services, be efficient and effective and subject to competitive disciplines on 
a regular basis’.) 

To comply with the direction it is essential, therefore, that a strategy is derived, that can demonstrate to the 
Secretary of State that the DLO is efficient and competitive, and therefore, should be given the opportunity 
to tender on a competitive basis for a proportion of the works. 

The purpose of this report is to advise members of the action taken to date to effectively control the 
expenditure of the DLO and is seen as the first stage of the recovery process. 

2.0 Report 

As previously reported, the deficit for the DLO 1997/98 is estimated at 24.8 million. The DLO, similar to 
any other contractor, priced works comprising of labour, plant, materials, and overheads, and a review of 
these elements have featured in the recovery to date. 

1. Labour 

From week 10 of the current financial year, a benchmarking exercise for manual employees has 
been implemented to compare the average cost for the first 10 weeks for the basic wage, 
overtime, allowances and bonus, and comparing these with an average for the most recent 4 
week period with the following results. 



(i). Basic wage - the total basic wage has reduced by 226,184 (9%) per week. 

This saving has been achieved following a review of temporary contract personnel and 
to date (ending week 18) 113 temporary employees have left the DLO. In addition, 31 
permanent employees have left the DLO with a further 39 employees due to leave the 
Department within the next 10 weeks through the voluntary severance scheme. 

A continuing review of the temporary contract personnel is being undertaken to 
determine termination dates that would further reduce expenditure in this area 
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(ii). Overtime Working - the total overtime bill has reduced by 245,305.00 (75% per 
week). 
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No overtime has been authorised within the Department since week 10 with the 
exception of works in the Central Heating/Gas Maintenance, certain Roads Contracts 
due to existing contract arrangements and works of an emergency nature. Should a 
Client Department instruct work outwith normal working hours and agree to the 
appropriate payment in this regard then this will be accommodated. 



(iii). Allowances - total allowances have been reduced by 58,051.00 (57% per week). 
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1. 

2. 

Mileage credits and first visit credits have been removed. 

Travel to work allowances have been removed. 

(iv). Bonus Scheme - bonus earned has reduced by 589,631.00 (45% per week). 
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The reduction in items 3 and 4 above have been achieved by the reduction in the 
number of manual employees overtime as detailed in (1) and (2) and also following 
consultation and agreement with the Trades Unions the implementation of the 
following. 

1. The identification review and subsequent amendment of slack targets within the current 
schedule of rates contracts. 

2. The reduction in the bonus payments for “indirects”. 

3. Chargehands are now required to attain a minimum of 2 hours a day chargeable time. 

4. The bonus on standby is now dispensed with. 

An initial review of the transport requirements within the Department has resulted in: 

1. The cancellation of new vehicles previously identified by the DLO. 

2. A reduction in June/July of the Hired Fleet from 258 vehicles to 180 vehicles with an 
estimated annual saving of 2287,320. 

3. Materials 

1. A benchmarking exercise is currently in progress to determine the competitiveness of 
materials manufactured in-house, and to identify any areas that may be contributing to 
the overall loss of the DLO. 

2. Negotiations have taken place with a number of suppliers, and a 12% reduction in the 
supply of PVCu profiles has been achieved to date. This represents a reduction in costs 
for PVCu of 2192,000.00 per annum. 

Tendering procedures are now in place to ensure the competitiveness of suppliers and 
sub-contractors. 

3. The stock holding of the Department (S2m) has been reduced by 8%. Taking 
cognisance of the direction from the Secretary of State measures have now been put in 
place to reduce the stock holding within the Department. To date the stockholding 
(22.24M) has been reduced to S1.96M) a reduction of 12% 

Overheads 

1. Staff costs are an overhead to the DLO, and amounted to 24.27 million, (including 
2685,000.00 overtime), in the last financial year. 

Savings for staff have been identified amounting to 2427,562.00 (10%) through the 
reduction of permanent staff (8) and temporary staff (6) combined with a restriction in 
overtime working to fulfil1 existing contract arrangements and on an emergency basis. 



Management Controls 

1. A contract management system was developed for Construction Services, Building and 
Roads DLO in order to provide them with a rationalised computer system replacing 
various Council systems inherited as part of Local Government Reorganisation, which 
would enable the Department to monitor its costs, (both expenditure and income), on a 
job by job, contract by contract, basis. This system was introduced to the DLO in July, 
1997, and includes the following modules: 

a) Job Logging 
b) Schedule of Rates 
c) Wage Allocation 
d) Accounting and Charging 
e) Costing Journals 
f)  On Line Costing 

It should be noted that additional functionality can be added to any module at the user’s 
request and specification. 

2. At the time of the discovery of the DLO loss very little use was made of this contract 
management system. Very little training or support through operating manuals had 
been provided, staff were working in a very compartmentalised way, with little 
understanding of other interconnecting parts of the operation. The following action has 
been taken to address this: 

1. Operating manuals have now been completed and issued to appropriate staff 
within the DLO. 

2. A training programme for relevant staff, in the operation of the system, has now 
been implemented. 

3. Management Information in respect of the basic wagebonus earned is now 
distributed to all depots for review, although with the implementation of the 
training programme this information is now available live on screen at all 
depots, (with the exception of Wishaw). 

4. Absence management has been identified as an area for improvement, and 
procedures at depot level have now been introduced in an attempt to reduce 
current levels. 

5 .  Long term absenteeism is currently being reviewed. 

6.  It has been recognised that information was not available at local depot level, 
and cost centres have now been set up to create autonomous business units, 
each with its own profit/loss accounts, with Managers to be made fully 
accountable for the delivery of the service within the cost parameters. 
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Reroofing (flat roofs) Shawhead 

Estate Regeneration - Luing 
Civic Centre Lift InstallationDisabled 
Access 

A review of capital works contracts has been undertaken and the DLO have 
subsequently withdrawn a number of bids for capital works as detailed below to 
allow second-placed private sector providers to undertake the work or a 
retendering exercise to be undertaken. A further review of capital works 
contracts awarded to the DLO has also been undertaken to identify contracts 
which are potentially loss making and appropriate action taken to reduce any 
potential losses to a minimum. 

DLO Bid Second Lowest 
5487,922 5515,617 

5592,505 5675,845 
5392,000 5415,000 (subject 

to funding being 
available 

Dunbeth Nursery 
Shottskirk Nursery 

5198,000 To be retendered 
5138,000 To be retendered 

Following this review of capital works undertaken by the DLO it is evident that 
a significant number failed to make a rate of return and this was a significant 
contribution to the overall deficit of the DLO. 

Total Amount of Contracts - 
DLO Withdrawal 

Accordingly, it is recommended that the DLO withdraw from tendering for any 
further capital works contracts with the exception of PVCu window/door 
installation contracts and boiler replacement that are currently competitive and 
generate a surplus to the Department. 

51,808,427 

3.00 Recommendation 

That the Committee note the report, the action taken to date to control expenditure within the DLO and 

1. agree to the withdrawal of tendering for all Capital Works Contracts at this time excluding 
PVCu window/door replacement and boiler replacement contracts and therefore do not tender 
for any work other than this category in the future unless with the explicit consent of the 
Secretary of State. 

ACTING DIRECTOR Ob CONSTRUCTION SERVICES 
J 
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Andrew Cow Esq 
Chief Executive 
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23 luIy 1998 

f enclose a Direction under seclion 190 of tbe Local Govtmmcnt P l u g  and Land 
Act 1980 issued by the Secretary of State today. This Direction 

(a) pmcnts the Council fiom canying out 
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LOCAL COVERNMENT, PLANNING AND LAND ACT‘ f980 
sEcrroN 198 

DIRECTlON TO NORTH LANARKSRIRE COUNCIL 

WHEREAS- 

(a) the S c c r e ~  of State on 2 June 1998 served on No& IazzuWm - Cuuncil(Wc * 

Council”) a noticc unda section 19A of tht L O C ~  Govcrnmmt, Phrming 
Act f 980 (“the Act”) ; and Iand 

(c) having consided tlw wittm mpnse made by tbc CowciI: on 23 June 1998, i t  
stifl appears io the Seartar)l of State tha ttrt Council =tGd as mationed in section 
19A( 1 X r )  of the Act in tkc fjiwncial y a r  vlfrich end& On 3 1 Marth 1998 ; 

(a) in the cas of functional w o r k ,  a wrinm statement in ~espect of tbat work 
has b prrpartd prior 10 that dstc unda sCcti00 9(2) of the Act ; 

(b) in thc c3sc of a works mnlract thc contract his been mtefcd inw prior to 
that&e;d 

(c) ia either case. the work is carrid out under aad in acoordancc with au 
authorisation or consal givm for thc purposes of thb direction by b c  
ScUrGuy or StUfC ; acid 

I 



authorisation or consent givcn for the purposes of this direction by the Secretary 
of State. 

IJnder Secrctruy 
The Scottish Otlice 
Development Department 

23 Jidy 1998 
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lSSUES AND INFORVATION TO BE COVERED IN IXFORMATION SUPPLED 
TO THE SECRETARY OF STATE 

Thc S c c n ~ a r y  of State muid mu& fo k satisfied, h d a h n  & any Cotmcif 
proposal for continued inhousc provision of any dcmcat of the relevaat stivim thjt 
such provision would bc scen to be eficienr ad c~arpctrtive. 


