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Report on behalf of James Drury, Executive Director - Commercial 

 

 
 

The Report is open.  
 
Appendix One is exempt and not for publication by virtue of paragraph 3 of part 1 
of Schedule 12A of the Local Government Act 1972 as the Appendix contains 
information relating to the business affairs of the Council and information from 
Serco which has been provided to the Council on a confidential basis.  
 
The information has a high commercial value.  The law of confidence places a 
legal obligation on the Council to maintain confidentiality.  In the event that the 
Council fails to keep the information confidential then Serco may be able to bring a 
substantial claim in damages against the Council.  
  
In these circumstances the public interest in the Council complying with its legal 
obligations regarding confidentiality outweighs any interest in disclosing the 
information particularly where as much information as possible has been made 
available to the public in the open parts of the report 

 
 
 

 
 

Report to:  Executive 

Date:  02 June 2020 

Subject:  Corporate Support Services Extension 

Decision Reference:  I019926 

Key decision?  Yes 
 

Summary:  

The Council's corporate support services contract with Serco has been extended 
until the 31 March 2022.  There is a further option to extend for a further two 
years up until the 31 March 2024 which must be exercised by June 2020.  

 

A review has been undertaken to consider possible alternative commissioning 
approaches to the existing Serco contract discussed in this report.  The review 
work has also included an assessment of the Serco contract extension proposal 
along with a consideration of the market, Serco's  performance, value for money 
and the Council's future commissioning intentions. 
 

The Report sets out the results of this review and recommends a further 
extension to the Serco contract as the best means of commissioning the 
corporate support services currently provided by Serco. 
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Recommendation(s): 

That the Executive; 
 

1. Approves the entering into of a contract extension with Serco for a period 
of two years, with effect from 1 April 2022 to 31 March 2024 to include 
the following services: 

 

 Information Management Technology 

 Payroll 

 HR Administration 

 Customer Service Centre (CSC) 

 Exchequer Services and Adult Care Finance. 
 
2. Delegates to the Executive Director – Commercial, in consultation with 

the Leader of the Council, the authority to determine the final terms of the 
extension and approve the form and the entering into of all contractual 
and other documentation necessary to give effect to the said extension. 

 
 

Alternatives Considered: 

1. Decide to commence a repeat procurement for another Business 
Process Outsourcing (BPO) contract to take effect from 1 April 2022. 
This would enable much of the work done on the original Serco 
procurement to be re-used.  However, it would not suit the Council's 
commissioning intentions and is not advisable as there is no ready 
market.  It would require significant amounts of internal Council resource 
at a time when the Council will be prioritising its Transformation 
Programme and when its resources will for the foreseeable future be 
focussed on the Covid-19 event and subsequent recovery from it.   To be 
interested any suppliers would want a long contract term in the order of 
ten years.  Furthermore the lessons from the market review are that such 
contracts are probably not the best way to procure the services in 
question, in particular a service such as ICT where the trend is much 
more towards procuring services from specialist multiple IT providers. 

 
2. Decide now not to extend the contract with Serco and instead seek to 

in-source all of the services.  This would enable the Council to take more 
control of the day-to-day delivery of the services but would require the 
insourcing of staff on what are primarily back-office support services, 
potentially diverting resource and attention away from front line services 
and away from delivering the new corporate plan and transformation. It 
would also pass the employment, service delivery and cost risk back to 
the Council. This raises the Council's risk profile particularly in the more 
complex service areas where the Council has limited experience to 
mitigate that risk, experienced employees are hard to recruit and where 
other suppliers may be better positioned to manage that risk.  
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3. Identify a re-commissioning strategy, which re-commissions the services 
independently.  This would allow more flexibility and therefore less reliance 
on a few potential suppliers, but it would probably mean, with the exception 
of ICT, that the service bundle would be too small to encourage Serco or 
other suppliers to bid, would enhance fragmentation and increase contract 
management costs. The ICT procurement would be limited to a prime 
supplier model which is not what the Council would choose.  Initial 
research has identified that for a number of services there is not a widely 
available, local authority focussed market place within which to commission 
these services. 

 

 

Reasons for Recommendation: 

1. Serco's performance is  good. 
 
2. Additionally, with the exception of ICT, the remaining services do not 

naturally lend themselves to fragmentation and the review work 
undertaken has identified that there is not a widely available, local 
authority focussed market place within which to commission these 
services. 

 
3. An extension best suits the Council's commissioning intentions and will 

deliver cost benefits and will allow the Council to concentrate on higher 
priority activity.   

 
4. Serco has responded well to Covid-19 and shown itself to be a supportive, 

flexible, reliable and responsive partner. 
 
5. On this basis, it is appropriate to extend the current contract with Serco for 

a further period of two years. 
 

 
Background 
 
1. The Council entered into a contract with Serco Ltd on 24 March 2014 for a 

range of corporate support services covering: 
 

 People Management including HR Administration and Payroll;  

 Finance including Exchequer Services and Adult Care Finance; 

 Customer Service Centre (CSC); 

 Information Communications and Technology (ICT). 
 
2. In March 2015, staff from the Council and from Mouchel, the then incumbent 

supplier (circa 300 FTE) transferred to Serco and Serco entered into a lease at 
Thomas Parker House, Silver Street, Lincoln.     
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3. The initial term of the contract was due to expire on 31 March 2020, but a 
two year extension was agreed in December 2018 until 31 March 2022 for 
most of the services, the exceptions being the insourcing of Mosaic technical 
development support, Freedom of Information, Complaints and Information 
Governance (including Subject Access Requests) administration, Business 
World On System Administration (People Management) and Professional HR 
from 1 April 2019, which amounted to circa 60 FTE. 
 

4. There is a further option in the contract, with the agreement of Serco, to 
extend for a further two years up until the 31 March 2024, which must be 
exercised by June 2020 if the Council is to retain the ability to re-procure 
elements of the services, in particular ICT, if it decides not to extend.  

 

5. Serco lost considerable money on this contract over the first five years. The 
Serco overspend resulted primarily because they under budgeted the 
transformation work and the staffing levels required to deliver the services 
(Serco's 2015 financial model provided for 200 FTE to deliver all of the 
services, whereas as of 20 June 2018 Serco was employing 350 FTE).  
 

6. As a result Serco re-priced in 2018 with charging increases for all services. 
To help mitigate the cost increase Serco reduced their profit margin.  
 

Benchmarking Value for Money 
 

7. Benchmarking on central support costs is difficult because no statutory 
reporting is required. The Council CFO Insights Tool, which enables 
benchmarking, takes much of its data from the statutory returns authorities 
completed for the Ministry of Housing Communities and Local Government, 
based on budgets and outturns.  Support costs are not reported in their own 
right; instead they are apportioned across resident-facing service lines to give 
total costs. 

 

8. The Council participates in a review carried out by the Society of County 
Treasurers (SCT) annually, which compares the total central expenditure as 
a percentage against overall gross budget. It is just a starting point because 
of the difficulty in comparing "apples with apples" and covers both internally 
and externally delivered services. The support services included are Legal 
and Democratic Services, Communications, Finance, HR, Policy, Emergency 
Planning, ICT, Transformation and Change, Property and Business Support.  
The most recent information available is for 2017/18 and included returns 
from twenty authorities. That shows Lincolnshire as having the third lowest 
percentage at 4.53% compared to the highest of 10.7% in Central 
Bedfordshire.  

 

9. Serco has tested its value for money through external benchmarking with 
ISG, a global technology research and advisory firm, committed to 
operational excellence.  This concludes that the Serco's "current pricing 
represents ‘Good Value’ at the aggregate level" and is in line with the market 
average.  It should be noted that in some areas, such as Adult Social Care 
finance, they were unable to find comparators for benchmarking.  The ISG 
report also identifies some opportunities to reduce cost.  They include the 
move to Azure for data storage and server support, which is in train, 
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increased automation and consideration of some limited offshoring along with 
relaxation of the financial penalties associated with the KPIs.  

 
Service Provision and Performance - Post 1 October 2018 
 
10. From October 2018 to March 2020, KPI performance has been very strong, 

with only two amber and two red results during the 18 month period. Two of 
these related to CSC abandoned calls in July and August 2019, when Serco 
changed its forecasting approach in an attempt to introduce greater 
resilience. Serco quickly reacted and performance was promptly restored.  

 
11. Performance is illustrated in the Table at paragraph 13 below.  Three 

mitigations relate to the Council's delay including finance information in 
Mosaic; to CSC channel shift delayed by the Council's implementation of the 
Avaya upgrade and the web site (though the service points were transferred 
to another CSC KPI) and the redesign of the carers service to improve 
customer experience and comply with the Care Act pending agreement of a 
new KPI to reflect the new service.  The additional mitigations in March relate 
to near misses of four IMT KPIs concerning response times in the last week 
of March, when the national lockdown was announced as a result of Covid-
19 related matters including the prioritisation of remote working for the 
Council and Serco staff. 

 
12. The KPIs [Key Performance Indicators] are now tracked for trends at the 

request of the Overview and Scrutiny Management Board, with the purpose 
of identifying any green KPIs which might give cause for concern going 
forward. This has established that over the last 18 months (with the exception 
of March 2020) over 80% currently show a steady or improving state, and of 
the remainder, none are likely to fall below the Target Service Level within 
the next four years. 

 
13. The following table shows KPI results for October 2018 to March 2020 

(18 months): 
 

Oct-18 Nov-18 Dec-18 Jan-19 Feb-19 Mar-19 Apr-19 May-19 Jun-19 Jul-19 Aug-19 Sep-19 Oct-19 Nov-19 Dec-19 Jan-20 Feb-20 Mar-20

 TSL achieved 38 37 37 39 36 36 34 36 35 35 34 33 35 35 35 35 36 32

 MSL achieved 0 0 1 0 0 0 0 0 0 0 1 0 0 0 0 0 0 0

Below MSL 0 0 1 0 0 0 0 0 0 0 0 1 0 0 0 0 0 0

Mitigation Agreed 3 4 2 2 3 3 5 3 4 4 4 5 4 5 5 5 4 8

TOTAL 41 41 41 41 39 39 39 39 39 39 39 39 39 40 40 40 40 40  
 
Market Review  
 
14. Prior to the  agreement of the first extension to March 2022, a detailed 

market review was carried out to consider possible alternatives to the Serco 
contract.  That review concluded: - 
 

 Information and Communications Technology (ICT) – there was a market 
with two possible models either a (i)  Prime Supplier model where a 
single supplier delivers all of the commissioned IMT services or a (ii) 
Multi Source model where a number of suppliers deliver separate 
specialised aspects of the IMT service. In 2018 an extension was agreed 
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with Serco so the "fix the basics" programme could continue at pace 
rather than diverting resource into procurement and transition to a new 
supplier.  As a result the Council's ICT estate is much improved state and 
significantly more stable than it was though there are still elements of 
obsolescence in the estate for example Windows 2003 Servers, remote 
site network switches and unsupported old applications. 

 

 Customer Service Centre (CSC) – the Council's CSC consists of a mix of 
contact and fulfilment activity; examples of the latter are carrying out 
carers assessments.  It was not possible to find other suppliers to the 
public sector providing comparable services. In general the contact 
centres outsourced by the public sector are those that are high volume 
simple transaction types, such as the Driver Vehicle Licensing Authority. 

 

 Exchequer and Adult Care Finance - there was no identifiable dedicated 
market place for this type of function.   

 

 Payroll and HR Administration - as above save that there were some 
local authority shared services e.g. Herefordshire's Teckal, Hoople and 
North Yorkshire. 

 

15. The market has been reviewed and there has been little material change. 
                                      

ICT Service Market 
 

16. Since 2018 the prime supplier market has deteriorated with some suppliers in 
this market backing out of deals, and others uncertain about bidding for Local 
Government contracts without the authority committing to a programme of 
Transformation projects.  The deterioration in the Prime Supplier ICT market 
has been going on for some time and reflects the global shift towards Cloud 
based and 'as a Service' delivery models. This is likely to continue as the 
cloud market becomes more mature, secure and affordable as Cloud 
technology offers scalability and flexibility. These Cloud and 'as a Service' 
models shift much of the technical and maintenance resources away from 
the Prime Supplier to the cloud based service delivery entity, such as 
Microsoft or Amazon, and so there is less need for localised delivery.  

 
Customer Service Centre Market 

 
17. Whilst there is a broad Call Centre market place available to the public and 

private sectors, typically local authorities have only outsourced their contact 
centres as part of multi-service business process outsourcing contracts such 
as the Serco contract. There is no evidence from contract notices that over 
the last 18 months there's been an active market for the outsourcing of local 
authority contact centres.  

 

Exchequer, Adult Care Finance, Payroll and HR Administration  
 

18. The situation reported in 2018 remains the case with no identifiable 
dedicated market place for these functions outside of shared services. 
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Future Commissioning Intentions  
 

ICT 
 

19. The Council already operates a multi-source arrangement in part as it 
secures its wide area network through a third party and some software 
applications are already hosted in the cloud, such as OpenText the Council's 
document storage system. The Council will shortly transfer its data centre 
requirements into Microsoft Azure to secure savings rather than continue to 
use Serco's sub-contractor Sungard.  As a result the Council's procurement 
will be of less interest to a prime supplier as there will be fewer opportunities 
for savings.   

 
20. There are new technology solutions for the Council to exploit such as the 

deployment of Robotic Process Automation (RPA), which use artificial 
intelligence to complete work faster, more accurately and cheaply with the 
increased use of social media which provides a wealth of resident and 
service user data and feedback that could enhance the Council's 
commissioning so that it better meets needs. This technology would be better 
sourced from specialist providers who are expert in their area rather than via 
a prime supplier model. For the above reasons the recommended approach 
is a multi–source approach. This cannot be achieved without an extension. 
An extension would enable a gradual transition from a prime supplier model 
as now to a multi-source model over the next four years.  Serco has agreed 
to this so long as its profit margin is protected and that it is not left with 
unviable bits of service to deliver.  

 
21. If the Council was not prepared to extend the ICT services, the Council would 

need to complete all the preparatory commissioning work by the end of July 
2020 which would mean diverting resource away from continued 
modernisation, delivery of Transformation and the Corporate Plan, and from 
the ICT support needed through the Covid-19 period so that a prime supplier 
could be secured but it would be a very tight timetable. The Council would 
not be able to use the appropriate Crown Commercial Services Framework 
as it is being refreshed and so the Council would not benefit from the 
commercial terms negotiated across the public sector. Effective Procurement 
is probably not a practical solution right now as Covid-19 will reduce supplier 
procurement capability in the short term because of staff availability, logistical 
issues and difficulties maintaining existing supplier commitments.   
 
CSC 
 

22. Currently the CSC operates as the Council's first point of contact for many 
services and combines a mix of highly specialised services in social care 
along with more transactional corporate contacts.  It deals with approximately 
420,000 contacts per annum.  It receives telephone and e-mail contacts.  The 
Customer Relationship Management (CRM) system and telephony deployed 
is limited. There are no data or voice analytics tools used in the delivery of 
the service.  These  would enable the Council to analyse the data received 
and turn it into meaningful customer insight, which in turn would help inform 
Council priorities and make better decisions, including on residents' needs 
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and aspirations on how and what services to provide. The development of 
these tools has gathered pace over the last five years.  Developing a new 
CRM is part of the priorities set out in the Transformation programme under 
"Our Communities". 

 
23. The current Lagan CRM system does not link into any back office functions 

or to the Council's Jadu digital platform and there are few transactional 
services that can be accessed.  Serco is offering as part of a further 
extension to upgrade Lagan.  Such an investment would support end to end 
improvements for each of the service areas that the CSC deal with improving 
the customer journey.  The platform would include an intelligent web portal 
that could work hand in hand with the Council's new Jadu web platform, 
ensuring data is collected in a meaningful manner and routed through the 
CRM for data capture purposes.  The platform could integrate directly with 
the back-end business applications, giving agents the full picture so they 
could manage the interaction more effectively and efficiently.  Having the 
data in one place will also help with the drive to move more transactions 
online and improve end to end statistical information, to enable data driven 
decisions to be made. 

 
24. Additionally, the Council is working on a Customer Access Strategy to 

determine what channels are available to contact the Council, for example, 
our position on "digital by default", the use of social media and Webchat 
(where a customer on the website could commence a one-to-one chat with a 
CSC Advisor in real time) and Artificial Intelligence (AI) such as 'chatbots' 
handling initial webchats.   

 
25. The Customer Access Strategy will depend on technology to offer more 

communication channels and more cost effective services.   
 

Payroll and HR Admin and Exchequer 
 
26. In 2018 payroll and HR Administration were extended with Serco.  However 

the Council became responsible for development of Business World from the 
1 April 2019, not just the finance elements of it. 

 
27. Hoople has agreed as part of a shared service arrangement (where the 

Council will become a joint owner of Hoople) that the Council can use 
Hoople's build of Business World as its HR and Finance system to run the 
Council's payroll and exchequer on.  The intention is that this should go live 
in April 2021 with the next twelve months focusing on the transition, working 
in partnership with Serco and Hoople and making the necessary changes to 
the Council's processes. Once that has been achieved there would be 
opportunities to discuss Hoople's capability and willingness to deliver payroll, 
HR Admin and/or exchequer services.   
 

28. Until then the only viable alternative would be to insource the services 
currently delivered with a likely increase in costs to reflect the cost of 
membership of the Local Government Pension Scheme (LGPS). 
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Adult Social Care Finance  
 
29. There is no external provider market and the alternative to an extension with 

Serco would be to in-source the service currently delivered with a likely 
increase in costs to reflect the cost of membership of LGPS. 
 

Serco's Proposal 
 
30. Serco's commercial proposal is set out at Appendix 1.  It is a final proposal, 

but is yet to have gone through their full governance process.  Mark Bennett, 
the Partnership Director, is confident that it will be agreed by the Serco 
Board. 

 
31. The value of savings and/or cost avoidance amounts to approximately £5m 

over the next four years and includes: - 
 

 A reduction in CSC pricing starting from 1 April 2020. 
 

 CSC CRM upgrade – Serco proposes to invest in upgrading the current 
CRM system to the latest Lagan Software as a Service (SaaS) platform. 
Serco will invest the money to do this and will work with the Council to 
ensure that the upgrade is aligned to the customer strategy. 

 

 IMT – Serco will release the Council from its obligation to remove 
obsolete equipment from the estate by the 1 April 2020 or face an 
increase in the IMT Availability Fee which recognises the additional work 
caused by obsolescence. 

 

 Transformation Capability – Serco will invest an annual sum in 
transformation capability each year to work with the Council to use 
Operational Excellence methodologies to identify saving opportunities for 
the Council and Serco. This investment would allow the rapid 
development of high-level business cases for change and the 
implementation of improvement quick wins. 

 

 Security Operations Manager - Serco proposes to invest in the creation 
of a Security Operations Manager to provide increased assurance 
around the Security Operations activity.   

 
32. In terms of the Services, the CSC is very important to Serco as the level of 

fulfilment activity is unusual and represents a mature value for money 
approach which they would like to adopt elsewhere.  It is also where the 
majority of the staff are employed.  Serco would not want an extension of the 
other services, if the CSC was not included. 

 
33. In terms of ICT, Serco recognises that the Council wants to change its ICT 

service model over the next four years building on the work already done and 
is keen to help the Council move to a multi-supplier model and could 
continue to provide the integration layer until the Council was equipped or 
wished to do so.    
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34. In relation to Payroll / HR Administration the payroll provision is performing 

well against the relevant KPIs.  Serco has engaged a consultant known to 
the Council to advise on payroll, and see this as the next area to benefit from 
improved process and AI.  Serco also recognises the need to employ 
additional resource in HR Administration and this is covered in the proposal 
set out in Appendix 1.  Serco will work with the Council to identify and focus 
on key areas of improvement coming out of the consultancy work.  

 
35. Serco is working with the Council to make improvements in the services, 

especially Adult Care Finance where the Council and Serco are sharing the 
benefits and the costs of change. The work has involved changes to policy 
and process and the introduction of increased automation resulting in quicker 
turnaround times, increased accuracy and accessibility via on line tools and 
savings. 

 
36. Both the Council and Serco are anticipating a possible reduction in Serco 

delivered IMT and/or HR/Payroll activity during the extension period.  The 
Serco proposal would allow the Council discretion to require partial or full 
termination of parts of the IMT and/or HR/Payroll service.  In that event, 
charges for the terminated element of service would no longer be chargeable 
and the Council would pay Serco's profit margin on the terminated services 
from the termination date until the extension expiry date along with any 
Serco's breakage costs arising as a direct result of the termination.  If 
because of the Council terminating any of the services during the term of the 
extension the costs to Serco of delivering the retained services are 
increased, then Serco would have the right to recover such costs from the 
Council. This gives the Council much more flexibility than the existing 
contractual arrangements. 

 
Options 
 
37. The Council's alternatives other than to extend with Serco are:- 
 

(a) To procure a multi-service replacement outsourcing contract 
 
(b) To procure the services through separate contracts with multiple 

providers 
 
(c) To insource the services  
 
(d) To combine insourcing of some services with the letting of contracts for 

others.  
 

Procurement Options 
 
38. Option (a) is not advisable as there is no ready market for such large scale 

local outsourcings of authority back-office functions.  Such an exercise would 
require significant amounts of internal Council resource at a time when the 
Council will be prioritising its Transformation Programme and when its 
resources will for the foreseeable future be focused on the Covid-19 event 
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and subsequent recovery from it.  Furthermore the lessons from the market 
review is that such contracts are probably not the best way to procure the 
services in question, in particular a service such as ICT where the trend is 
much more towards procuring services from specialist multiple IT providers. 

 
39. Option (b) is again driven by a combination of the Council's capacity and the 

state of the market.   
 
40. In market terms the most difficult of the services to procure would be the 

CSC at least in the form it currently takes with a significant amount of 
fulfilment activity.  A procurement option is not available for the CSC without 
a significant re-think about the Council's preferred model for a CSC and even 
then the market is limited.   

 
41. For ICT there is a market split into different forms of service 'offer'. In 2018 

the decision to extend with Serco was based both on the requirement for the 
Council to use its capacity to fix the basics of its existing provision and the 
need to do considerable preparatory work to identify how the Council would 
approach a multi-supplier model of delivery.  Although some work in this 
respect has been done it has not progressed to the point it would be possible 
to embark on a major procurement of separate supplier contracts and be able 
to commence contracts for 31 March 2022.  This is even if suppliers were in 
a position to bid for new work at the moment. 

 
42. For HR Administration, Payroll and Finance there remains no dedicated 

market for these services outside some limited public sector shared service.  
 
43. In terms of the CSC, this is a service the Council has previously provided in-

house and could transfer back.  It is known that there would be an increase in 
cost to the Council as a result of the need to provide Serco staff with access 
to the Local Government Pension Scheme. 

 
44. HR Administration and Finance could be insourced. Insourcing of HR 

Administration would bring all HR functions under the direct control of the 
Council following the insourcing of the professional services in 2018.  
Insourcing Finance may remove some of the complexity from the Council's 
Business World solution as instead of that solution involving Serco, the 
Council and Hoople, it would only involve the Council and Hoople. 

 
45. However, this would only be an advantage if Payroll was also insourced.  In 

2018 it was decided not to do this due to its very specialist nature and 
recruitment difficulties which still applies.  In addition, the Payroll service is 
dependent on the implementation of changes to Business World to accord 
with the Hoople version. It is more appropriate to await the outcome of this 
project before making long term decisions about the Payroll function. 
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46. It is known from Serco that the extension option is only available if the CSC is 
included in the contract.  If the CSC is to be insourced the Council would 
have to be able to make arrangements for the other services either through 
procurement options discussed above or through insourcing.  Since these 
options are not available with all of IMT, HR and Finance, this leaves the 
extension of the contract as the most appropriate way forward. 

 
47. In addition to this, however, there are positive reasons for looking on the 

extension of the contract as the best option at the present time.  In particular: 
 

(a) For IMT, the move to a multi-source model would take some time as 
there will be a number of different procurements and transitions and 
relationships to manage and integration to achieve.  A further extension 
with Serco would allow the Council to transition to a multi-source model 
during the contract period supported by Serco. At the same time 
additional obsolescence could be removed from the estate and 
transformation activity and the Corporate Plan could be better 
supported working in partnership with an incentivised supplier rather 
than one who is going through a managed exit. 

 
(b) For the CSC, the additional time would enable much needed investment 

into the CRM system which should lead to the CSC being much better 
equipped if and when it was brought in-house in the future. 

 
(c) For all the services and for the wider Council it enables the Council to 

benefit from the work Serco are pursuing in the area of Robotic Process 
Automation as it is already being pursued in relation to Adult Care 
Finance.   

 
48. Also as referred to above, an extension does not mean that the Council has 

to be tied in to the services for the full four years up to 31 March 2024.  Serco 
has recognised that the Council may wish to move to alternative 
arrangements on ICT, HR and Payroll during that time and are agreeable to 
termination provisions that would allow services to be removed from the 
contract.  However, Serco will be pricing the services that are included from 
day one and there will therefore need to be compensation provisions in the 
contract to cover such a termination. 

 
49. The normal principles are that the contractor is no better or worse off as a 

result of the termination. This would involve Serco being paid the profit they 
would otherwise have made and their breakage costs incurred together with 
any increase in the costs of delivering the other services.  This is what Serco 
is seeking.  

 
Covid-19  
 
50. Over the last few weeks Serco has worked alongside the Council so that both 

organisations are able to continue to deliver services in the light of Covid-19. 
Progress has been swift and there are lessons to learn from this much 
improved partnership working. The biggest challenge was to quickly scale the 
Council’s ‘Working From Home’ capability: from supporting circa 500 staff 
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(concurrent usage) to over 5,000 users.  Serco implemented a new remote 
access solution using the latest Microsoft technology (AlwaysOnVPN) which 
involved working around the clock to upgrade physical data-centre 
infrastructure, liaising with commercial network providers (such as KCOM 
and Vodafone) to upgrade network links and re-configuring corporate 
applications.  

 
51. The impact of remote working resulted in an increase of 200% in phone calls 

and reported incidents to ICT.  At the same time the team built an additional 
500 laptops and configured 500 smart-phones in just a matter of days to 
support the Council’s rapid move to a highly-agile workforce. 

 
52. Serco set up Covid-19 help lines within 48 hours and during April, called over 

5,500 extremely vulnerable residents on the sheilded list to confirm their 
circumstances, ensure their basic needs were being met, resolve any 
immediate concerns and connect them to any required on-going support.  
Throughout this, business as usual has continued and the two organisations 
have worked as one with Serco's Operations Director saying: "We aren’t 
looking to make profits here ………..  We want to support the efforts and add 
the value you would expect from us as a proper strategic partner." 

 
Legal Issues 
 
Equality Act 2010 

Under section 149 of the Equality Act 2010, the Council must, in the exercise of its 
functions, have due regard to the need to: 

* Eliminate discrimination, harassment, victimisation and any other conduct 
that is prohibited by or under the Act 

* Advance equality of opportunity between persons who share a relevant 
protected characteristic and persons who do not share it 

* Foster good relations between persons who share a relevant protected 
characteristic and persons who do not share it. 

The relevant protected characteristics are age; disability; gender reassignment; 
pregnancy and maternity; race; religion or belief; sex; and sexual orientation 

Having due regard to the need to advance equality of opportunity involves having 
due regard, in particular, to the need to: 

* Remove or minimise disadvantages suffered by persons who share a 
relevant protected characteristic that are connected to that characteristic 

* Take steps to meet the needs of persons who share a relevant protected 
characteristic that are different from the needs of persons who do not share 
it 

* Encourage persons who share a relevant protected characteristic to 
participate in public life or in any other activity in which participation by such 
persons is disproportionately low 

The steps involved in meeting the needs of disabled persons that are different from 
the needs of persons who are not disabled include, in particular, steps to take 
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account of disabled persons' disabilities.  Having due regard to the need to foster 
good relations between persons who share a relevant protected characteristic and 
persons who do not share it involves having due regard, in particular, to the need 
to tackle prejudice, and promote understanding. 

Compliance with the duties in section 149 may involve treating some persons more 
favourably than others.  The duty cannot be delegated and must be discharged by 
the decision-maker.  To discharge the statutory duty the decision-maker must 
analyse all the relevant material with the specific statutory obligations in mind.  If a 
risk of adverse impact is identified consideration must be given to measures to 
avoid that impact as part of the decision making process. 

A separate Equality Impact Assessment has not been carried out, but regard has 
been had to the Equality Act duty. 

The proposal is to continue the existing services commissioned from Serco and 
therefore this decision is considered to be neutral in its impact on people with a 
protected characteristic compared with people who do not share that 
characteristic. 

Where Serco has direct contact with members of the public especially through 
the CSC, including people with a protected characteristic such as older people 
and people with a disability, those people will experience continuity of services. 

 

Joint Strategic Needs Analysis (JSNA) and the Joint Health and Wellbeing Strategy 
(JHWS) 

The Council must have regard to the Joint Strategic Needs Assessment (JSNA) 
and the Joint Health and Wellbeing Strategy (JHWS) in coming to a decision. 

There is not an immediate direct connection between the back-office services 
under the corporate support services contract and the themes of the JSNA and 
JHWS but the following connections can be identified: 

 Pursuing good value solutions for back office support services will enable 
a high proportion of the Council’s resources to be allocated to front line 
services directly relevant to the achievement of the strategy. 

 The proposed approach is likely to maintain local delivery for much of the 
services thus helping to maintain local jobs and creating the potential for 
further employment which would help tackle social determinants of ill 
health. 
 

 
Crime and Disorder 

Under section 17 of the Crime and Disorder Act 1998, the Council must exercise its 
various functions with due regard to the likely effect of the exercise of those 
functions on, and the need to do all that it reasonably can to prevent crime and 
disorder in its area (including anti-social and other behaviour adversely affecting 
the local environment), the misuse of drugs, alcohol and other substances in its 
area and re-offending in its area. 
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Conclusion 
 
1. In 2014 the Council entered into a contract which enabled it to maintain 

continuity and consistency of service with Serco over a nine year service 
period.  Current high levels of performance provide a secure position from 
which the Council can consider its longer term plans for these services over 
the next four years.  

 
2. A procurement or even in-sourcing of parts of the services would require 

significant resource over an extended period to enable services to be 
delivered differently from 1 April 2022.  An ICT Services procurement now 
would result in a prime supplier model, as the Council's preferred approach, 
a multi-source model, would require a range of separate but interconnected 
procurements and transitions of critical services which would take too long.  
Moving to a multi-source approach is much more manageable in partnership 
with an existing long time provider.  

 
3. Much progress has been achieved since 2018 to fix the basics of the 

Council's ICT but work still remains to be done, for instance on the Council's 
obsolete equipment.  In addition the Council is embarking on an ambitious 
transformation programme in support of its newly adopted Corporate Plan 
and the resources of the Council will be focussed on the delivery of that 
programme.  The Covid-19 situation has depleted the resource necessary to 
pursue that let alone procurement or in-sourcing activity.  

 
4. Serco's performance is good and there is no compelling argument for 

change based on performance.  Further, Serco is beginning to bring to the 
Council the benefits of their work elsewhere most notably perhaps in the 
area of RPA as shown in Adult Care Financial Assessments.  Serco 
recognises the Council may wish to make alternative arrangements for 
certain of the services during the extension period and has agreed 
reasonable compensation provisions to allow early termination. 

 
5. Over the last few weeks Serco has worked alongside the Council so that 

both organisations are able to continue to deliver services in the light of 
Covid-19.  

 
6.   Extending the contract by an additional two years has substantial financial 

benefits to the Council in the order of £5m over the extended period.  
 
7. In the circumstances a further extension of the Serco contract to 31 March 

2024 is recommended. 
 

The specific nature of the services is not directly relevant to crime and disorder. 
However the ongoing securing of good value back office support services will 
ensure that a greater proportion of the Council's available resources can be 
allocated to frontline services including those aimed at reducing crime and 
disorder. 

Page 73



 

Legal Comments: 
 

The Council has the power to enter into the contract.  The extension of the 
contract is compliant with the Council's procurement obligations. 
 
The decision is consistent with the Policy Framework and within the remit of the 
Executive. 
 

 

Resource Comments: 
 
Accepting the recommendation of extending the Serco contract for a further 
period of two years to March 2024 will enable these support services to be 
delivered in the main within the existing base budgets set for these services.  
This option presents the best value at this present point, as re-procuring or 
insourcing parts or all of these services would be likely to create a cost pressure 
on the existing budgets. 
 
Extending the contract for this period will also enable some cost reduction, cost 
avoidance and investment in our systems and processes which should leave 
the council in a better position for any future configuration of these functions. 
 

 
Consultation 

 
Has The Local Member Been Consulted? 

 N/A 
 

Has The Executive Councillor Been Consulted?  

 Yes 

Scrutiny Comments 

The report is due to be considered by the Overview and Scrutiny Management 
Board at its meeting on 28 May 2020 and the comments of the Board will be 
reported to the Executive. 

 
 

 

Has a Risks and Impact Analysis been carried out? 

Yes 

Risks and Impact Analysis 

See the body of the Report 
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Appendices 

 
These are listed below and attached at the back of the report 
 

Appendix 1 Serco Proposal – This contains exempt information 

 
Background Papers 
 
The following Background Papers within the meaning of section 100D of the Local 
Government Act 1972 were used in the preparation of this Report 
 

Document Title Where the document can be viewed 

Executive Report dated 2 
October 2018 titled 
Corporate Support Services 
Recommissioning 

https://lincolnshire.moderngov.co.uk/ieListDocuments.
aspx?CId=121&MId=4972&Ver=4 

 
This report was written by Sophie Reeve, Assistant Director - Commercial, who can 

be contacted on 07717 340625 or Sophie.Reeve@lincolnshire.gov.uk.  
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