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NORTH LANARKSHIRE COUNCIL
REPORT

To:Policy Planning & Performance
Review Sub Committee

Subject

Best Value Service Review-Payroll

From: CHIEF EXECUTIVE
Date: 16th September,1998

I ReEMM

1. Purpose of the ReDort
The Policy and Resources Committee and the Policy Planning and Performance Review Sub Committee
approved my previous reports on service reviews in June and August,1998, respectively and the review
methodologies were agreed subject to modifications stipulated in the reports. The current report sets out
and evaluates the results of the first of the Service Reviews, that for the Payroll Service.
2. Background
In February, 1998 the Council approved a five-year rota for the review of services in the light of the
requirements of the Best Value Regime. Service Review is regarded by the Scottish Office as an
essential component of Best Value and one which will figure prominently in the Best Value appraisal
process. Indeed the Scottish Office have already requested full details of benchmarking and
methodologies to be employed and will call in service review reports for scrutiny. Reviews will also be
subject to external audit verification in due course. Services which were approved by the Committee for
review in the first year of the service review rota were, in chronological order of reporting:
Activity

Timetable

Payroll
Catering
Cleansing
Primary Teaching & Learning
Residential Accommodation[Children]

September, 1998
November, 1998
November, 1998
January, 1999
February, 1999

3. Service Specification

The Payroll Service operates a number of separate pay runs over a combination of periods.In addition, a
new payroll system has been recently implemented which is to be a component in an integrated
payroWpersonne1 system. Work is also necessary to ensure year 2000 compliance. An Interim Service
Specification is attached at Appendix 1.

4.Option Appraisal
In the light of the circumstances described at paragraph 3. above, the Finance Department undertook an
appraisal of the various service delivery methods available. The Finance Department felt that market
testing would only be practicable when such matters as inherited differences in frequency of payment
had been resolved. An additional obstacle to market testing was the introduction of the Cyborg
PayrolVHuman Resources System which combines personnel and pay databases and software in an
integrated, computerised human resources package. The system is not Millennium-compliant and will
require to be upgraded.A year-2000 compliant version will be introduced in November, 1998. It was felt
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that in these changing circumstances, a market-testing exercise would be problematic.Moreover the
delivery of the service by alternative models would remain both difficult to evaluate and unrealistic to
implement during this period of change. This is accepted until such time as the integrated Cyborg
System is implemented and there is a stable background against which the Payroll Service can be
evaluated. In the meantime it is considered that a preliminary comparison with some examples of private
sector delivery of payroll services to the public sector should be undertaken with a view to setting cost
targets for relevant aspects of the in-house service to achieve. It is proposed that this be undertaken and
reported to Committee by February, 1999.
5. Approach
Against the above background and in view of the need for cost/quality comparisons the Finance
Department decided on benchmarking as their preferred mechanism of appraisal.
The department took a lead in developing a payroll benchmarking exercise for Scottish local authorities.
This exercise was carried out under the auspices of the Scottish Benchmarking Group and the IPF Ltd. the commercial arm of the Chartered Institute of Public Finance and Accountancy[CIPFA]. A Scottish
Forum was created consisting of 12 authorities:
North Lanarkshire
Fife
Dumfries and Galloway
Falkirk
Stirling
Edinburgh
Aberdeenshire
Dundee
Scottish Borders
East Renfrewshire
Aberdeen
West Dunbartonshire.
This benchmarking group enabled comparisons to be made across a wide range of councils, large and
small, urban and rural. The participating Councils were required to complete a standard benchmarking
questionnaire which had been developed over a number of years in England and Wales. This was
modified to ensure that Scottish Issues were reflected. The results of the exercise and the resulting
Action Plan are attached at Appendix 2.

6. Summary of Findings
A summary of the results of the benchmarking exercise is illustrated in a statistical analysis at Appendix
3.
An additional yardstick of comparison is shown at Appendix 4 which indicates the performance of the
Scottish participants[ the darker bars in the chart] in the IPF benchmarking exercise with the participant
authorities in the equivalent exercise carried out in England and Wales.The performance of North
Lanarkshire is indicated in the extended lines in the chart.
In relation to the predetermined criteridindicators of the Payroll Service Review as agreed by the
participants in the exercise, North Lanarkshire Council was better than the average of the participants in
respect of the following:
Indicator

North Lanarkshire

IPF Benchmarking Average

Cost per Employee

246.00

247.00

Cost per Payslip

2 1.52

2 2.02

Staff Costs

2 0.78

2 0.98

-2-

Running Costs

.f 0.08

.f 0.11

Accommodation Costs

2 0.04

.f 0.09

0

I.T. Costs

2 0.29

.f 0.51

0

Central Charges

.f 0.23

E 0.24

3%

9%

% of Staff paid over &20,000

The Council was worse than the average in respect of five of the indicators:
Indicator

North Lanarkshire

IPF Benchmarking Average

0

Payslips per Employee

0

Post & Distribution Costs

E 0.11

.f 0.10

0

Advertising Income

.f 0.00

.f 0.06

Staff Turnover

20%

7%

% of Staff paid under &12,000

67%

53%

30

24

7. Evaluation
7.1. The review attached at Appendix 2 has been discussed in detail with the department and it is felt that
the Payroll Service Review represents a proper and professional appraisal of the service provided. In
particular the benchmarking exercise has been validated by the involvement of nationally recognised
external bodies such as the Institute of Public Finance and the Scottish Benchmarking Group.There has
also been an Option Appraisal exercise as part of the review and choice of methodology.
7.2. In respect of the results, on balance the majority of the findings of the review indicate that the
service is satisfactory in terms of best value, in particular in terms of cost per employee where North
Lanarkshire Council was better than the other participant Councils by 21 per employee.The Action Plan
at Appendix 2.2. sets out details of the department’s proposals to tackle areas of weakness revealed by
the benchmarking exercise, in particular consultation,payslip distribution and payroll rationa1isation.The
Action Plan is appropriate and thorough and will form a good basis for progress monitoring reports in
due course.

7.3. However, there are a number of areas requiring further work before the service review is regarded as
fully complete. Further investigation and action in the following areas has been discussed and agreed
with the department:

- Quality -- Further benchmarking data from a ‘family group’ of authorities, incorporating three other
Councils of similar population and characteristics[ South Lanarkshire, Renfrewshire and Fife]. The data
will include a quality dimension.
- Costs -- especially the need for an objective to seek to further reduce costs per employee and set
targets for this. The Action Plan has some proposals in this respect but should incorporate more precise
targets.
- Targets -- for example, more quantifiable standards and indicators with timescales for such activities
as payslip distribution, B.A.C.S. payments and advertising income.
- Option Appraisal -- to be completed by a preliminary examination of, and comparison with, the
cost/quality dimension in the private sector as detailed at Paragraph 4.
This further detailed information will be supplied by the Finance Department for subsequent report to the
Committee in February, 1999.
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8. Recommendations
It is recommended that the Committee:
a] notes the report and its conclusions
b] agrees the departmental Action Plan incorporated in Appendix 2.2.
c] agrees that a further report in February,1999 is required as detailed at 7.3.
d] refer the report to the Finance Committee for information.

Local Government Access to Information Act
For further information on this report contact Alex Gardiner, Policy Planning Manager on extension 223 1
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APPENDIX 1

INTERIM SERVICE SPECIFICATION
Payroll Service
This specification has been prepared in accordance with the Draft Guidelines for the Service Review process and
provides an outline of the methodology and timescale for the process.
1,

Introduction

North Lanarkshire Council payroll service is responsible for the payment of salaries and wages to every employee
and member of the Council. This involves the payment of over 17,700 employees, generating more than 530,000
payslips per annum.
The current output specification of the payroll service is as follows:

Number of
Weekly
2 -Weekly
4-Weekly
Monthly

5,195 29%
17,714

5
20

Method of Pavment
Cheque
17 714

At reorganisation the Council inherited a number of payment frequencies and types from the former authorities.
A number of these issues have been addressed but further rationalisation is necessary to improve the quality and
effectiveness of the payroll operation.
Obiectives of the Pavroll Service
The objective of the payroll operation is to provide an efficient and high quality service to user departments,
employees and elected members of the authority. The objectives include the following obligations:
to process pays on receipt of certified input within prescribed deadline dates;
to ensure that all pays are processed and paid on prescribed payment dates;
to respond to authorised requests for emergency payments in cases of hardship;
to answer queries from departments, employees and other bodies promptly and efficiently and in a courteous
manner;
to provide information and advice in both payroll input processes and output interpretation;
to comply with the requirements of the Inland Revenue and the Department of Social Security;
to provide a payroll operation that satisfies audit requirements.
The total cost of the payroll service is &770,000.

-5-

APPENDIX 2.1.

Best Value - Service Review Process
Year 1 Rota
Finance DeDartment
Payroll Service
1,

Introduction

A report was submitted to the Committee in June 1998 outlining the methodology of the Service Review
undertaken for the Payroll Service during the period from December 1997 to May 1998. This report provides an
update on action taken and planned following the results of the review.

2,

Method of Service Review

As was reported in June, the preferred method of service review was benchmarking, given that the service is
currently having to operate multiple pay runs and that a new payroll system is being implemented as a key
component in an integrated payrolVpersonne1 system. These factors meant that market testing could not be
considered at this time since a specification could not be drawn up for the service which could adequately
encompass both cost and quality factors.
The payroll benchmarking exercise which was undertaken allowed a costlquality comparison with other local
authorities and has highlighted issues which are now being addressed as part of the service's commitment to
continuous improvement. The Finance Department will continue to monitor the performance of the payroll
service to ensure that it remains competitive, both in terms of quality and cost.

3,

Description of the Benchmarking Exercise

The payroll benchmarking exercise was carried out under the auspices of the Scottish Benchmarking Group and
by IPF Ltd, the commercial arm of the Chartered Institute of Public Finance and Accountancy. IPF was chosen as
an independent validator of the exercise, given its experience of similar benchmarking exercises for local
authorities in England and Wales.
The payroll exercise was seen as a pilot for Scottish local authorities and 12 authorities took part. Following
completion of the exercise the Finance Department made a presentation of the methodology, the approach adopted
and the lessons learned in North Lanarkshire to a national seminar on best value. The success of the approach has
been recognised and an increased number of authorities have subscribed to a similar benchmarking exercise for
the creditors service which is now undenvay.
4,

Reportine: the Results

The following provides a summary of the North Lanarkshire results of the IPF Benchmarking exercise carried out
for the Payroll Section:Indicators in which NLC was better than the Scottish Average

Indicator

North Lanarkshire

Scottish Average

Cost per Employee

246.00

247.00

Cost per Payslip

2 1.52

2 2.02
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e

Staff Costs

e

Running Costs

e

Accommodation Costs

e

I.T. Costs

L
L
L
L

e

Central Charges

e

% of Staff paid over &20,000

0.78

.€ 0.98

0.08

L 0.11

0.04

E 0.09

0.29

L 0.51

.€ 0.23

L 0.24

3%

9%

Indicators in which NLC was worse than the Scottish Average

Indicator

North Lanarkshire

Scottish Average

e

Payslips per Employee

e

Post & Distribution Costs

.E 0.11

.€ 0.10

e

Advertising Income

.€ 0.00

.€ 0.06

e

Staff Turnover

20%

7%

e

% of Staff paid under E12,OOO

67%

53%

30

24

The results show that the overall performance of the Payroll Section is satisfactory: NLC is below the Scottish
average for the primary indicator, the cost of paying an employee.
The results were further analysed into approximately 30 secondary indicators and this analysis has identified a
number of areas of possible weakness or where there is scope for improvement:

4,

A,

Charging for I.T. Services

B,

Charging for Central Services

C,

Payslips per Employee

D,

Post & Distribution

E,

Advertising Income

F,

Payroll Staffing

Payroll Section Action Plan

The Action Plan is attached as Annex 1. The Plan contains details of areas of possible improvement, including
those areas identified above, and highlights the action to be taken, together with a target timescale for completion.
The Payroll Section’s progress towards achievement of these targets will be closely monitored.

5.

Conclusion

The payroll benchmarking exercise has shown that the payroll service is competitive, both in terms of cost and
quality. Nevertheless, areas for improvement have been identified and these have been included in the Payroll
Section Action Plan. The aim is that the service will have improved when the benchmarking exercise is re-run in
June 1999.
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Auuendix 2.2.
NORTH LANARKSHIRE COUNCIL
FINANCE DEPARTMENT
PAYROLL SECTION ACTION PLAN - SEPTEMBER 1998
Item
Payroll
Rationalisation

[Ref. C]

Systems
Development

Charging
Mechanism

Performance
Indicators

Objective
To reduce the number of
frequencies for APT&C staff
to Fortnightly and Fourweekly.

To improve the quality of the
Payroll System and to ensure
that it is Year 2000
compliant.

To produce a detailed
analysis of departmental
charges which accurately
reflects the services provided.

To produce standards and
targets for scrutiny by the
public, employees, managers
and members as a guide to
the performance of the
section.

Action being taken
Exercise completed by Payroll Section to
determine possible dates for opportune
transfer

Completion /Target Date
September 1998

Agree programme and timescale with
Personnel
Negotiation with Trade Unions;
Submission to Council for acceptance; and
Implementation
Transitional migration to Cyborg ST
version 2.5

September 1998

Upgrade to Year 2000 compliant - Cyborg
ST version 3.0
System available for Integration of
Personnel and Payroll Systems
Charge Rates created for 1998199:APT&C
Charge per Cash Payment
Charge per Cheque Payment
Charge per BACS Payment
Manual Workers
Charge per Cash Payment
Charge per Cheque Payment
Charge per BACS Payment
Teachers
Charge per Cash Payment
Charge per Cheque Payment
Charge per BACS Payment
General
Hourly Rate for InquiriesiAd hoc
Duties
0
Charge for Payslips Sent to Home
Address
Charge per Manual Cheque produced
due to Departmental1Personnel error
Future charges to be compiled for:submission of late payrolliexpenses
information
Review of proposed standards in light of
Directorate comments and results of
Benchmarking Exercise

November 1998

Prioritisation of Standards to enable
phased implementation
Implementation of initial standards
Timetable produced for implementation of
remaining standards incorporating CIPFA
Directors of Finance recommendations
Further review of Performance Indicators
to measure usefulness and accuracy

April 1998
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March 1999

September 1998

January 1999
April 1998

April 1999

March 1998

April 1998
October 1998

March 1999

~~~

Item
Consultation with
Service Users

Consultation with
Employees
[Ref. F]

Service Level
Agreements

Review of Payslip
Distribution
[Ref. D]

Objective
To raise awareness of the
views and needs of the
Service Departments

To ensure that employees
view and suggestions are
available for future planning
of the section.

To provide departments with
documentation stating the
quantity and quality of
service which will be
received, the detailed cost of
these services and an
estimate of the annual cost
based on previous usage.

To standardise the method of
payslip distribution and
reduce the number of
payslips being sent to
employees home address.

Action beinP taken
Production of Departmental Questionnaire
and distribution to all 10 Council
departments
Receipt of 9 responses from departments

Completion /Target Date
January 1998

Summary of responses to be completed
and distributed to section managers
Set-up of Payroll Forum with
representatives from all Departments
Development of Departmental
Questionnaire to include more detailed
questions regarding the workings of the
sections
Discussions with departments regarding
issues raised
Questionnaire issued to employees

September 1998

~~~

April 1998

September 1998 and
monthly thereafter
Annually

Ongoing
March 1998

Receipt of responses from employees
Production of summary responses for
distribution to section managers
Development of Employee Questionnaire
to include more detailed questions
regarding the methods of working within
each section
Discussions with employees regarding
issues raised
The production of Service Level
Statements

May 1998
December 1998

Continue to develop
statementsiagreements to include the
results of the consultation with service
users questionnaire and any future
discussions with departments that may
emerge
Separate charge computed for payslips to
home address (detailed in “Charging
Mechanism”)

Annually

Initial report detailing employees receiving
payslips to their home address produced
and sent to all departments requesting
notification of any employees who could
have their payslip sent to their workplace this will continue thereafter periodically
Responses received from Departments and
amendments incorporated into system
Management Services to review
procedures involved in Payslip
Distribution
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Annually

September 1998

April 1998

June 1998 then Periodically

Ongoing
October 1998

Ttmn

Transfer to BACS
Payments

Generate
Advertising Income
[Ref. E]
Charges to Third
Parties

Define Core Payroll
Provision

Charging for I.T.
and Other Central
Services

Objective
To reduce the number of
employees paid by Cheque
and Cash who are contracted
to be paid by BACS.

To reduce the overall cost for
the provision of the payroll
service.

To reduce the charges
incurred by departments for
services provided to external
bodies.

To enable a realistic
comparison with Authorities
within the “Family Group”.

To draw up guidelines for the
adoption of a consistent
approach to measuring and
recording costs

[Ref. A & B]

Re-run of
Benchmarking
Exercise

To gauge the performance of
the section after service
review

Action being taken
Report issued to Departments listing the
employees affected

Implementation of transfer to BACS
Tender document prepared, processed, and
advertising on payslips implemented

Completion /Target Date

I September 1998
I December 1998

1 April 1999

Produce report detailing proposals and
amount of charges for submission to
Finance Committee

October 1998

Implementation if agreed
Monthly meetings of payroll practitioners
from 4 Family Group Authorities to
discuss activities undertaken by each
Further meeting to agree Core Functions
and highlight areas for initial investigation
Benchmarking of processes highlighted
above
Continued development of processes in
light of weaknesses identified through
benchmarking
Sub Group of the CIPFA Directors of
Finance Best Value Working Group
established under chairmanship of NLC.
Draft terms of reference drawn up for
consideration .

March 1999
June 1998 - September
1998

Finance Department Internal Recharges
reviewed.
Extension of work carried out for I.T. to
other Central Services
Re-calculation of statistics reported in
Final Report from CIPFA

April 1998

September 1998
December 1998
Ongoing

December 1998

1
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I

March 1999

I

Atmendix 2..3.
FURTHER DETAILS RE. ACTION PLAN

Payroll Rationalisation (Ref. C)

Objective
In view of the results of the benchmarking exercise, which indicated that NLC was above the Scottish
average for number of payslips per employee, the payroll sections long-term objective is to have all APT&C
staff on one frequency of pay. However, to reduce the disruption this would cause the short-term aim is to
rationalise the current payruns to one fortnightly and one four-weekly payrun.

Action being Taken
An exercise is being carried out by payroll at present to highlight the timescale for an opportune transfer, i.e.

at Christmas double-pays are made to the majority of weekly paid employees which could be continued
thereafter to produce fortnightly payments.

Effect on Service Provided
If achieved, this would reduce the number of deadline dates required for the various payruns and therefore
reduce the duplication of effort which is created for both Payroll and Departmental Staff dealing with payroll
data.
The processing of Pay Awards, Year End procedures and Increments would also be more efficient.

Systems Development

Objective
The current system is Cyborg, which is not Year 2000 Compliant. The Section’s aim is to have a system
which is Year 2000 Compliant by November 1998, and to further develop the system for integration with the
Personnel System.

Action being Taken
Through BVR and the Council’s Year 2000 Project, a transitional migration was completed in September
1998, when the system was changed to Cyborg ST version 2.5 which will in turn be replaced with the Year
2000 compliant version 3.0 by November 1998.
The new system will then be integrated with the personnel system during 1999, although this depends upon
the work being carried out by the Administration Department. A pilot is expected to be carried out in
January 1999.
Payroll are also investigating the possibility of Departments having restricted access to the system for
inquiries, etc.

Effect on Service Provided
The system is expected to produce efficiencies within the service, in particular a reduction in the time taken
to run each payrun which could therefore extend the deadline dates for input of data from departments. This
could lead to reductions in overtime costs incurred by the payroll section. The effect of a reduction in the
number of queries from departments should allow payroll employees to develop additional management
information suggested by the Director of Finance, and provide training and advice to departments on the use
of Cyborg ST.
Further information and reports will be available to departments through the integration of the payroll and
personnel systems.

Charging Mechanism

Objective

The current method of charging for the payroll service is a charge per payslip/payment made, split into
APT&C, manual and teachers. The section aims to provide a more detailed cost analysis to departments
which will better reflect the services provided.

Action being Taken
An exercise was carried out to establish which service activities were separately identifiable and measurable.

The activities identified are still split into APT&C, manual and teachers but have separate charges for cash
payments, BACS payments and cheque payments. There is also an additional charge for payslips which are
sent out to home addresses, for manual cheques produced due to personnel/departmental error, and a charge
based on time taken for inquiries and ad hoc duties carried out on behalf of departments.
Further investigations are taking place to establish the feasibility of further breaking down charges to include
a surcharge for late submission of payroll/expenses information.

Effect on Sewice Provided
Each department should now receive a charge which accurately reflects the work carried out for them by
payroll. In the past, a standard charge per payslip was used which did not reflect the time spent on
amendments, hardship
payments, reports requested, etc. This has now been addressed and will continue to be reviewed and
improved.
Departments will also receive a detailed analysis of these charges, which should aid their budget setting and
monitoring process.

Performance Indicators

Objective
The section wishes to have a number of standards and targets which, when produced, will provide a guide
for the public, employees, managers and members on how the section is performing.

Action being Taken
A number of standards and targets have been proposed for use. Each of the standards will require the
section to collate information in a particular format and within specified timescales. For this reason, a
limited number of standards were selected by the finance committee for implementation in 1998199 to
restrict the work involved.
The timetable for the implementation of the remainder of the standards will be produced during October
1998, to incorporate the CIPFA Directors of Finance recommendations. Further reviews will continue
annually to consider the appropriateness and accuracy of indicators being produced.

Effect on Sewice Provided
Performance standards and targets will be used by the management of the section, the department and the
Council as a reference point against which the performance of the section can be monitored and controlled.
This will assist in the future planning of the section within the Departmental Service Plan.

Consultation with Service Users

Objective
The section is keen to provide a service which is tailored to meet the needs of the departments it provides.

Action being Taken
A departmental questionnaire was prepared and distributed to all 10 departments. It contained questions
relating to the awareness and importance of services, detailed questions on individual services provided by
the payroll section and additional space for comments and suggestions. A summary of the responses
received will be provided to the managers of the section.
Issues raised will be discussed with departments and action taken where appropriate to improve or tailor the
service. A Payroll Forum has been established with representatives from all departments, to formalise the
discussions with payroll. It is expected to meet monthly.
The questionnaire will be developed each year to provide detailed information required by the section.

Effect on Service Provided
The summary of results will provide a platform for discussions between payroll and departments. This
should then allow payroll management to prioritise improvements to the service which will benefit their
service provision.

Consultation with Employees (Ref. F)

Objective
The management of the finance department are aware that the employees of each section are the key to an
efficient and effective service provision. It was considered essential that the views of the employees were
sought and considered in the future planning of the section.
This was further highlighted in the report received from the IPF Benchmarking process, which showed that
NLC was above the Scottish average for staff turnover.

Action being Taken
A questionnaire was issued to employees of the finance department. The questionnaire included questions
on leadership, training and development, employee satisfaction, communications, customers and allowed for
other comments and suggestions.
Questionnaires were completed and returned in June 1998, and a summary of the responses received will be
provided to all managers within finance.
Any issues raised will be discussed with employees and action taken where appropriate.
The employee questionnaire will be carried out annually, which will become more detailed in relation to the
workings of the section.

Effect on Sewice Provided
The summary of results will allow future management planning and decision making to be an informed
process where the views of employees are known.
An initial review of responses suggested that training within the sections was an area which could be
improved. A training program has now been developed to address some of these problems and additional
resources have been requested within the Service Plan of the department.

Service Level Agreements

Objective
The section would like to produce documentation stating the level of service which will be provided to each
department and an estimation of the cost implications of this service.

Action being Taken
Work has been carried out to produce a Service Level Statement for distribution at the end of September
1998. This statement provides details of the service functions provided by payroll, the resources which are
available to provide the service, the charging bases and an estimate of the resulting annual charge based on
past usage.
It is the intention of the section to develop this statement each year to include results of the consultation with
service users and any resulting discussions.

Effect on Service Provided
The production of the Service Statement should supply departments with detailed knowledge of the service
being provided by payroll. This should provide them with the relevant information required to request the
customisation of the service to their needs.

Review of Payslip Distribution (Ref. D)

Objective
There are currently 2 different methods of distribution used for the departments of the Council. These are as
follows:* distribution to the place of work based on the location number of the employee - either by internal or
external mail
posted direct to employees home address via external mail.
The aim of the section is to standardise this so that as many employees as practicable have their payslips
through their workplace.

Action being Taken
A separate charge was computed for pays to home address, which is detailed in “Charging Mechanism”.
A list of employees with payslips being sent to their home address was sent to all departments. A response
was requested by payroll, which detailed all employees who could have their payslip sent to their workplace.
This will be an ongoing process which will be repeated periodically.
The Finance Department has also requested that Management Services carry out a review of the procedures
for Payslip Distribution to highlight any areas where efficiencies could be achieved. This is expected to
commence in October 1998.

Effect on Service Provided
The costs incurred by payroll through external mailing costs for payslips should be reduced through this
exercise and therefore the cost of the overall service to the Council.

Transfer to BACS payments

Objective
At present there are a number of employees being paid by Cheque and Cash. It has been shown that BACS
payments are the most cost effective to the Council, and the section would like to promote this type of
payment.

Action being Taken
New employees commencing with NLC have it stated in their ‘Terms & Conditions’ that the method of
payment will be by BACS. It is the intention of the Payroll Section to enforce this for all employees who
have moved position within the Council and who therefore have NLC Terms & Conditions.
A report will be issued to departments listing employees who fall into the above category in September
1998, with implementation taking place between October and December 1998.

Effect on Service Provided
The reduction in the number of cheque and cash payments will reduce costs incurred by payroll for the
production and processing of the chequedcash. BACS payments also provide greater security in the
payment of employees.

Generate Advertising Income (Ref. E)

Objective
The IPF Benchmarking exercise indicated that a number of Scottish Local Authorities generate income in
the form of advertising on payslips. The payroll section would like to implement this within NLC.

Action being Taken
A tender document will be produced stating exactly the level and quality of advertising which is sought. A
number of companies will be approached and a decision made., which will be implemented by April 1999.

Effect on Seivice Provided
The generation of income will reduce the overall cost for the provision of the Payroll Service.

Charges to Third Parties

Objective
A number of third parties request information relating to employees for the setting-up of mortgages, etc.
The section would like to levy a charge for this service, as at present it is included in the charges to
departments which is inaccurate.

Action being Taken
A report is due to be produced in conjunction with the Personnel Section, Administration Department to the
Finance Committee, proposing the basis of the charge and the amount which would be levied. If agreed this
will then be implemented by March 1999.

Effect on Service Provided
The income generated through this method would reduce the charges incurred by departments and therefore
accurately reflect the true services provided.

Define Core Payroll Provision

Objective
To enable a better comparison of activities and costs within the Payroll Family Group, it is necessary to
establish the core functions of the service.

Action being Takeiz

Meetings have taken place during June - September 1998 with the family group members to discuss the
various activities which are completed by each authority. An agreement of core and non-core activities is
expected to be completed in September 1998. Once agreed processes will be highlighted for benchmarking
by the group, and any improvements or suggestions will be investigated and implemented where practicable.

Effect 011 Service Provided
Establishing a core service definition will allow a true comparison to take place between the quality of
service provided, activities completed and the cost of providing the service for each authority. The service
will then be amended and improved based on the benchmarking processes.

Charging for I.T. and Other Central Services (Ref. A and B)

Objective
The benchmarking exercise carried out by CIPFA showed that authorities’ results could be influenced by
methods of charging for central support, in particular IT costs. The CIPFA Directors of Finance Section
Best Value Working Group has agreed that NLC should lead a sub group to investigate drawing up
guidelines so that a consistent approach is adopted in measuring and recording costs.

Action being Takeiz
Draft terms of reference have been drawn up for consideration by the CIPFA Directors of Finance Section
Best Value Working Group and members have been identified for the sub group. It is anticipated that this
group will report back by the end of December 1998. If successful, the process above will be extended to all
Central Services, commencing January 1999.
A review of the Internal Recharges within the Finance Department was carried out during the Charging
Mechanism exercise. This will be continued each year as the charge rates evolve.

Effect on Service Provided
This will have no direct effect on the service provided but will assist in enabling comparison of performance.
Re-run of Benchmarking Exercise

Objective

Payroll recognise that Benchmarking is an ongoing process which will therefore have to be repeated at
regular intervals. Payroll aim to re-run the benchmarking exercise by June 1999.

Action being Taken
The initial benchmarking exercise was completed by CIPFA. Although the re-run of the exercise may not be
carried out by CIPFA, the same basis for the calculations will be used to ensure consistency.

Effect on Sewice Provided
By carrying out the benchmarking exercise again, any improvements made to the cost or quality of the
service can be measured.
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CIPFA SCOTTISH PAYROLL BENCHMARKING CLUB
Final Feed back 1997-98
This final report compares the results of your authority's payroll survey with the other Scottish authorities in the club.
Every member has now had the opportunity to revise their data.
The first page compares your values with the average* for the group. The figures at the bottom set out the data that we have used, and the
calculations we have made to arrive at your benchmark values. In particular where you indicated that part of your staff time was taken up in
what we called "non-core" activities, we have deducted the corresponding proportion from your staff costs in computing your benchmark
costs.
The charts pages show your position in relation to all the other members of the group. Your own values are in black, and are marked with the
letter A. Each of the other letters likewise stands for the same authority, though you do not know which is which.
Blank bars indicate authorities for whom data was missing.
CIPFA are happy to receive any further amendments to data or comments on presentation, definitions etc.

We would encourage members who wish to go into more detail to contact eachother and meet face to face to discuss their data
and their work in detail.

*Unweighted averages

- e.g.

if 5 authorities had cost per payslip of f3,f4,€5. f6,€7,the average would b e shown as f5,irrespective of their relative sizes.
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SCOlTlSH AUTHORITIES vs NATIONAL GROUP
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