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Key factors in developing a service
based approach to income generation

» Corporate commitment
* Business case framework
e Culture
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Culture

Traditional public service

« Paternalistic

« Social policy driven
« Socletal focus

* Top down

* Rules based

« Departmental
 Bureaucratic

« Cautious

Entrepreneurial organisation

« Self interested?

* Narrow objectives
« Customer focussed
 Faclilitative

* Empowering

« Corporate

« Agile

* Risk management




por=e

Who needs to do what?

» Culture and strategy

* |dentification of opportunities

* Development of business cases
» Approvals and permissions
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Driving change

“Kotters Eight Steps of Change”

e Creatinga ---ccoooo..,
climate for change

Increase E Bullclthe Getthe Commumcate Empower Create Short- | Don't Let | Make it

Urgency | Guiding Team Right for Buy-in Action term Vins E Up : E Stick
: Vision

EKotter, John P.and Cohen, Dan S.The Heart of Change. Boston: Harvard Business School Press




 apse' Blue Ocean Strategy approach

Conventional
organisational change

theory
Mass of employees
Company
Focus on changing the mass — time and resources hungry
Tipping point
leadership
Extremes Extremes

Company
Focus on extremes — peoples, acts, activities of disproportionate
influence
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A balanced business case

* Demonstrating viability
* Reducing risk
* Minimising the impact of optimism bias

» But making it clear that this is part of the solution not an
additional problem
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Business case coverage

« Strategic
 Commercial
* Legal

* Financial

* Operational
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Strategic case

» Alignment with council priorities
 Links with community well-being
» Contribution to best value
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Legal case

* Doctrine of ultra vires
— Different types of powers

* Local Government in Scotland Act 2003
— Local Authorities (Goods and Services) Act 1970
— Turnover limits and all that
— Links to best value
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Financial: Do you know your real
cCosts?

* Budgets and trading accounts
* Apportionment or actual cost
* Importance of marginal cost
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Budgets and trading accounts

Budget week 1 Trading account week 1

Budget week 52 Trading account week 52
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Types of cost

« Fixed cost

— Committed expenditure within a defined period
« Variable cost

— Over the same time period (all costs variable over long run)
« Total cost and Full Cost

— The two added together
 Average cost

— Total cost divided by total output
« Marginal cost

— Change to total cost of producing one more unit of output
« Sunk cost

— lIrrecoverable if the business fails




por=e

What is your capacity to deliver income
generating new services or expand
existing service offerings?

Surplus or excess capacity suggests inefficiency
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Carrying out a robust appraisal,
Cost, productivity, price, profit?

» Fixed cost

 Variable cost
* Average cost
« Marginal cost

» Break even point at various price points
« Margin at various price points
» Market share requirement
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How do we do that?

 Example



file://APSE-FPR1/Company/Services/BVC - Best Value Consultancy/Bereavement stuff/Cost and profit calculations v0.1.xlsx
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Knowing your markets

* Product - Vrio _model

* Market

 Customer — Kano analysis

« Competition — Porters 5 forces but....
e Customer

e Customer

 Customer ... get it?
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Difficult Supported

to by Competitive
Valuable? Rare? Imitate? Organization? Implications Performance
Competitive Below
No ———- ——-- Disadvantage Normal
Competitive Normal
Yes No ---- Parity

Temporary Above
Competitive Normal

Yes Yes No Advantage
: . Sustained Above
Yes Competitive Normal

Yes Yes Yes Advantage

VRIO Model — Jay Barney




THREAT OF
NEW ENTRANTS

-’

BARGAINING POWER
OF CUSTOMERS

THREAT OF
SUBSTITUTES

Porters 5 Forces, 1979




Blue Ocean Strategy: W Chan Kim and Renee
Mauborgne

* Value innovation

* Thinking beyond competition strategy
« Creating new demand

* Finding uncontested market space
 Avoiding commoditisation of product
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What do Customers value? Kano
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Over time delightful Delighters
innovation becomes
another basic need
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NEW MUNICIPALISM
Delivering for local people and local economies

www.apse.org.uk
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