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Agenda Item No. 4 
 
TO: STANDARDS COMMITTEE 

DATE: 24th February 2009 

SUBJECT: Use of Resources Assessment – governance Key Line of 
Enquiry (KLOE) 

BY: Director of Corporate Services 

Classification: Unrestricted –  

Summary: The report is intended as a discussion paper. It draws members’ 
attention to the latest auditors' guidance in relation to governance 
and seeks views on the points raised and any suggested 
improvements. 

Human Resources Implications - None  

Finance Implications – none at this stage 

Legal Implications –none at this stage 

Crime & Disorder Implications (Section 17)  -not applicable 

Equalities & Diversity Implications –good governance is 
underpinned by an understanding of equality and diversity issues 

Sustainability Implications -none 

Risk and Health and Safety Implications –good governance 

Implications: 

Corporate Plan Implications  Priority 4 –Becoming a High 
Performing Organisation 

Decision Required: Members are asked to review the key Line of Enquiry and consider 
any areas for future attention. 

 
Introduction 
 
1. In my annual report to the last Standards Committee I reported on how important 
good conduct and high standards of ethical behaviour are to the wider governance agenda. 
This will be picked up under the revised Use of Resources assessment. I advised that the 
guidance had only recently been received and suggested that a separate report be 
submitted to a future meeting. This report is intended as a discussion document in relation to 
the governance aspects of the Use of Resources Assessment relating to role and activity of 
the Standards Committee. Issues of partnership governance are included as context only. 
 
2. The use of resources assessment is a significant part of the proposed organisational 
assessment for councils. The assessment will look at how well councils deliver value for 
money through their use of resources and how well they manage performance. It as an 
integrated approach across all KLOEs and themes and is not as a modular approach where 
each KLOE and theme is assessed in isolation. 
 
3. It considers how well we are managing and using resources to deliver VFM and 
better and sustainable outcomes for local people. There are three themes: 
 

1. The importance of sound and strategic financial management,  
2. Strategic commissioning and good governance, and  
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3. The effective management of natural resources, assets and people. 

4. The use of resources assessment uses the Audit Commission’s current four-point 
scale from 1 to 4, with 4 being the highest. The table below summarises the underlying 
principles which apply when assessing performance. The principles are implicit in the 
characteristics and guidance for each KLOE. Level 1 represents a failure to meet the 
minimum requirements at level 2. 

Level 2 

Performs adequately 

Level 3 

Performs well 

Level 4 

Performs excellently* 
Arrangements that are 
consistent with established 
professional practice and 
guidance meet statutory 
requirements and operate 
effectively. 

Implemented effective 
arrangements that are: 

- forward looking and 
proactive in identifying and 
developing opportunities for 
improvement; and 

- include more sophisticated 
measuring and assessment 
techniques. 

Demonstrating innovation or 
best practice. 

Arrangements sufficient to 
address the KLOE, 
demonstrating, for example: 
organisational leadership 
and commitment; 
partnership working; 
appropriate capacity and 
skills informed by priorities 
with supporting action plans 
as appropriate. 

Outputs and outcomes 
demonstrate arrangements 
which are effective and have 
the intended impact.  Where 
appropriate, the 
arrangements show 
evidence of effective 
partnership working. 

Demonstrating strong 
outcomes for the community 
including through partnership 
working. 

Arrangements that achieve 
minimum acceptable levels 
of performance. 

Evidence of performing 
consistently above minimum 
acceptable levels and 
achieving value for money 

Evidence of performing well 
above minimum acceptable 
levels and achieving excellent 
value for money. 

 
5. The overall question to be answered under KLOE2.3 is: 
 

Does the organisation promote and demonstrate the principles and values of good 
governance? 

 

6. The KLOE focus is evidenced by the following: 

The organisation: 

• has adopted, promotes and demonstrates, the principles of good governance; 
• maintains focus on its purpose and vision; 
• demonstrates a strong ethical framework and culture; and 
• applies the principles and values of good governance to its partnership working. 
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Why is this important? 

7. The Auditors guidance states that good governance is essential to ensure public 
bodies are meeting the needs of their users and are developing their community leadership 
role. Poor governance, especially where public bodies are working in complex partnerships, 
will adversely impact on effectiveness and lead to poorer public services and loss of public 
confidence.  

8. The Audit Commission report Corporate Governance: Improvement and  trust in local 
public services noted that there are two main areas affecting public confidence and trust: 

• the quality of services that individuals and their families receive; and 
• how open and honest bodies are about performance, including their willingness to 

admit to and learn from mistakes. 

9. In general, the public does not rate public bodies highly on the second of these. Only 
one in eight believes their local hospital, council or police service always admits when it 
makes a mistake, and only one in four believes these organisations learn from the mistakes 
they make. 

10. The Audit Commission defines good governance as 'ensuring an organisation is 
doing the right things, in the right way, for the right people in a timely, inclusive, open, honest 
and accountable manner’. 

11. The approach to governance under the use of resources assessment draws on the 
six principles of good governance from the Good governance standard for public services 
published in 2004 by the Independent Commission for Good Governance in Public Services. 
The six principles of good governance are: 

1. Focusing on the organisation’s purpose and on outcomes for citizens and service 
users. 

2. Performing effectively in clearly defined functions and roles. 
3. Promoting values for the whole organisation and demonstrating the values of good 

governance through behaviour. 
4. Taking informed, transparent decisions and managing risk. 
5. Developing the capacity and capability of the governing body to be effective. 
6. Engaging stakeholders and making accountability real. 

 
12. KLOE 2.3 focuses on principles 1, 2, 3, and 5. 

Local government Sector context 

13. The CIPFA/SOLACE governance framework was revised and reissued in June 2007. 
It takes the six principles from the Good governance standard for public services, published 
by the Independent Commission for Good Governance in Public Services in 2004, and 
adapts them for the local government context. The framework also includes best practice 
objectives that provide the basis for councils to develop and maintain a local code of 
governance reflecting its type, size, functions and nature. The framework also introduced the 
requirement to produce an annual governance statement from 2007/08 to replace the 
statement on internal control (SIC). 

14. There have been a number of changes to the standards framework for councils 
which became effective from May 2008. Local standards committees now deal with most 
complaints about member behaviour, rather than the Standards Board for England (SBE). 
The SBE is responsible for monitoring and ensuring the effectiveness of local arrangements, 
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including supporting councils which are experiencing difficulties, and driving up their 
performance. 
 

15 The guidance sets out what an inspector might expect to see? 

 Principles of good governance 

16. This links to the six principles of good governance in the CIPFA/SOLACE framework, 
and specifically addresses principles 2 and 5: 

• members and officers working together to achieve a common purpose with clearly 
defined functions and roles; and 

• developing the capacity and capability of members and officers to be effective. 

17. Working well as an organisation involves effective leadership throughout the council 
and being clear about what are executive, non-executive and scrutiny functions, and the 
respective roles and responsibilities. Productive working relationships between members 
and officers are crucial. Also, positive relationships between the council, its partners and the 
local community, including the third sector, must be clear so each knows what to expect of 
the other and what to do when things go wrong. 

18. Councils need people with the right skills and knowledge to direct and control them 
effectively and bring about public confidence. Governance roles and responsibilities in the 
local government environment are challenging and the council’s leadership (members and 
the corporate management team) need the right skills and support to help them perform 
effectively in their roles. Assessing skills gaps, providing induction programmes, training and 
development opportunities, and regular performance review for members and the corporate 
management team are all important in building and supporting a strong governance 
environment. 

Members are asked to comment on the points raised under principles 
 

Getting the basics right – what might you expect to see? 

19. The council publishes a document which clearly describes the individual roles and 
responsibilities of: 

• the leader of the council or elected mayor; 
• the executive and executive members individually; 
• other council members; 
• the scrutiny function; and 
• the chief executive and senior officers. 

20. This information usually forms part of the council’s constitution. The constitution will 
also include a scheme of delegation and reserve powers, including a formal schedule of 
those matters specifically reserved for collective decision of the council. This also takes 
account of relevant legislation. The council reviews and updates the document as needed. 

21. There are constructive working relationships between members, the corporate 
management team and staff. Members and senior officers receive a thorough induction 
tailored to their role in the council, including when they take on new roles. The council 
provides a full range of development opportunities for members and the corporate 
management team, including training. It supports members to identify and address their own 
development needs. 
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Members are asked to comment on the points raised under getting the basics right 

Performs well - what else might you expect to see? 

22. The council can demonstrate that members and senior officers are clear about their 
and each other’s respective roles. The council regularly reviews member and senior officer 
roles and responsibilities to ensure they are coherent, comprehensive and continue to focus 
on delivering the purpose and priorities of the council. 

23. The council equips members and senior officers to carry out their roles and 
responsibilities. For example, the council uses individual personal development plans for 
members that identify skill gaps and inform the training plans for the year ahead. The take 
up of training and development opportunities by members is high, including for long-standing 
members. The council collects feedback about how effective members and senior officers 
consider training and development opportunities to be and acts on the results. 

Members are asked to comment on the points raised under performs well 

 Purpose and vision -What’s this about? 

24. The purpose of governance is to ensure councils and their partnerships fulfil their 
purpose and achieve intended outcomes for the local community while operating in an 
economic, efficient, effective and ethical manner. This concept should guide all governance 
activity. Councils need to develop a clear vision of their purpose and intended outcomes for 
the local community and clearly communicate this both within the organisation and to 
external stakeholders. 

25. Poor governance can be a distraction from what’s important and result in the council 
being inwardly focused, rather than outwardly focused on the delivery of quality services and 
achieving better community outcomes. 

Getting the basics right – what might you expect to see? 

26. The council’s leadership has a vision of what it wants to achieve for its local 
communities, founded on a robust assessment of local needs and is committed to engaging 
with stakeholders and local people, including minority and vulnerable groups. 

The council translates this vision into ambitions and clear strategic priorities that drive the 
business. 

Members are asked to comment on the points raised under getting the basics right 

Performs well - what else might you expect to see?  

27. The council’s culture is open and outward facing with a clear focus on the needs of 
local communities. The leadership maintains focus on delivering the organisation’s strategic 
priorities and is not distracted by internal disputes. There are excellent working relationships 
between members and senior officers, particularly in the key roles of leader and chief 
executive, and evidence that this translates into the delivery of priorities for local 
communities. 

Members are asked to comment on the points raised under performs well 
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 Ethical framework and culture- What’s this about? 

28. Ethical governance refers to the processes, procedures, culture and values which 
ensure high standards of behaviour. Ethical governance is recognised as a key element of 
good governance in the CIPFA/SOLACE Good Governance Framework. 

29. A key benefit of good ethical governance is that a council which gets its roles and 
relationships right in an ethical sense is more likely to be well run and effective in helping to 
improve services and the quality of life for its local residents. The ultimate outcome is 
therefore better outcomes for local people and maintaining their confidence in the council. 

Getting the basics right – what might you expect to see? 

30. The council has adopted codes of conduct for its members and staff. It has 
arrangements to receive and investigate allegations of breaches of proper standards of 
conduct. All council members sign the code of conduct. There is currently no statutory code 
for staff, but some councils may have codes, for example, within contracts of employment. 

31. The standards committee is effective in its role for overseeing compliance with the 
code of conduct. It has three roles in relation to complaints about member conduct: 

• receiving and assessing complaints; 
• reviewing local assessment decisions; and 
• conducting hearings following investigation. 

32. The monitoring officer is required to report case related information and information 
on the make up of the standards committee to the Standards Board for England (SBE) on a 
quarterly basis. The standards committee is also required to provide information on the 
council’s ethical governance arrangements to the Standards Board annually. 

33. The council can demonstrate that the leadership sets the tone by creating a climate 
of openness, support and respect, promotes a strong ethical culture and upholds the values 
of good governance. The leader of the council and the chief executive are recognised as 
good role models and known to proactively promote the ethical agenda, both inside and 
outside the council.  The standards committee advises the leadership on how it can impact 
positively on staff and public confidence and trust in the organisation. 

34. The council monitors compliance with its codes and procedures, and reports the 
findings and any action taken, to the whole council. These include: 

• codes of conduct; 
• registers of interests, gifts and hospitality; 
• code of practice for IT resources; 
• standing orders and financial regulations; and 
• procurement procedures. 

35. Members declare personal and prejudicial interests and gifts and hospitality in public 
registers.  It is good practice for these to be publicly available through the council’s website.  

36. The council clearly communicates and makes accessible its complaints procedure to 
the public and its whistle blowing policies and arrangements to council staff, and ensures 
that the arrangements are transparent and accessible both inside and outside the council 
(for example, to the public, partners, contractors and other stakeholders). The council 
engenders confidence in the complaints and whistle blowing processes by, for example: 
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• dealing appropriately with complaints and whistle blowing concerns; and 
• learning from the issues raised and making changes as a result. 

Members are asked to comment on the points raised 

Performs well - what else might you expect to see? 

37. The council is proactively raising standards of ethical conduct, for example through 
providing ethics training, guidance and information. Training is well attended by members, 
including long-standing members. Poor attendance can indicate a lack of understanding of 
the importance of the ethical agenda. The council communicates progress made in 
developing the ethical environment to stakeholders and to local people and communities.   

38. The council can demonstrate it embeds a strong ethical culture and members and 
staff understand the importance and impact of the ethical agenda and their responsibilities to 
protect the council, its resources and reputation. The council proactively disseminates 
information to staff, local people and communities that highlights the importance of the 
ethical agenda and in particular the importance of maintaining high standards of conduct 
within the council to ensure probity. Members and staff have high levels of awareness of, 
and confidence in, the whistle blowing arrangements. The standards committee is outward 
facing and works to ensure that both its partners and the public have awareness of the local 
standards framework for example, a webpage explaining the role of the standards committee 
and how to make a complaint. The council has assessed the risks associated with the local 
determination of cases brought against members and has effective arrangements in place to 
manage any consequences, including any potential negative impact on the reputation of the 
council. 

Members are asked to comment on the points raised 

 Partnership governance What’s this about? 

39. A partnership is an agreement to work collectively between two or more independent 
bodies to achieve a common objective. More effective partnership working is becoming 
essential across the public sector, not only to deliver services but to help shape places in 
local areas. 

40. Governance and management issues are more complex for a partnership than an 
individual organisation and it is therefore important that councils: 

• understand and practice the style of leadership that is effective in a partnership 
context; 

• engage effectively with all partners and with service users and local communities; 
and 

• create clarity about roles, relationships, accountability and responsibility of partners. 

41. Partnerships vary in their structure and legal form, for example a partnership may be 
a limited company or unincorporated association. They often adopt a constitution and a 
memorandum of understanding or terms of reference as a governing document. The varying 
objectives, legal forms and membership found in partnerships makes it impossible to apply a 
one-size-fits-all model of partnership governance and the arrangements should therefore be 
proportional to the responsibilities and risks of the partnership. 

42. The annual governance statement requires councils to report on their governance 
arrangements regarding partnerships and other group working. The arrangements should 
incorporate good practice as identified by the Audit Commission’s 2005 report Governing 
Partnerships: Bridging the accountability Gap and should be reflected in the council’s overall 
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governance arrangements. Examples of good practice include knowing the partnerships they 
are involved in, and how much money and other resources they invest in them; reviewing 
each partnership to strengthen accountability, manage risks and rationalise working 
arrangements; agreeing and regularly reviewing protocols and governing documents with all 
partners; and establishing clear criteria against which partnerships can be evaluated to 
determine that they help to achieve partners’ corporate objectives cost-effectively. 

43. Members are asked to review the key Line of Enquiry and consider any areas for 
future attention. 
 
Author  - Mark Radford Ext. 7268    Date 11 February 2009 
 
List of background documents - 
 
Auditors guidance on the Use of Resources Assessment for 08/09 


