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Foreword

The environment that the City of Melbourne operates in is changing like never before 
– the city’s population, the way it does business, technology and climate – are moving faster than imagined. 

In response, Council’s new CEO commissioned this organisational capability review. 

The capability review model is tried and tested. The Australian Government and other governments around the world, including in the UK, New Zealand and Canada, have used it.

The review is an independent assessment of how the organisation is performing. It examined how the City of Melbourne sets its direction, plans and prioritises, collaborates, manages organisational performance and develops and motivates its people. 

It also examined how the Management Team work together to lead and manage the organisation and position it for the future. 

Our observations and findings are intended to help guide the organisation in continuing 
to develop and meet future challenges, and in harnessing the employees’ passion for Melbourne, which is a key asset for the organisation.

We would like to thank all those who participated in the review – the employees, managers, directors, councillors and external stakeholders – they were generous with their time and displayed great passion for Melbourne. We thank the internal support team: a hard-working, diligent and dedicated group.

We would also like to thank the CEO for the privilege of being on the Senior Review Team.  It is encouraging to see a large public sector organisation like the City Of Melbourne having the courage to put itself through a rigorous process to consider ways it might strategically improve as a high functioning organisation. It has been both challenging and rewarding and we proudly present this report.
Jude Munro AO   


Dr Bronte Adams


Steve Parker

City of Melbourne response
Melbourne is a city that is going from strength to strength, however we know that the future will bring many opportunities and challenges that will test our city and our organisation in new ways. 

Demands on us will change as more people choose to live, work and visit here, as our economy transitions and as we prepare Melbourne for a changing environmental landscape. Above all, the rapidly changing technology landscape will bring significant opportunity and disruption, and will lead to new expectations from our customers. 

This Capability Review is forward-looking and assesses how well the City of Melbourne is equipped to meet future needs and deliver the very best outcomes for its Council and community.  It applies a tried and trusted framework that has been used elsewhere in Australia and around the world.  It is the first time that this review model has been applied to local government in Australia. 

The City Of Melbourne is an organisation that performs very well in many areas. It is a world renowned innovator and leader with a proud history of achievement. It is an organisation that adopted bold sustainability targets well ahead of its peers and transformed the CBD through the Postcode 3000 program. From Moomba to traffic engineering, and from child care to our wonderful parks, the organisation delivers high quality services for the community every day. It is a city that has received many accolades for its liveability, its commitment to transparency through open data, its focus on the arts and the delivery of outstanding events. 

I am pleased to note that this report acknowledges the passion that City Of Melbourne employees bring both for the city and the organisation. This team has a track record of innovation and leadership and a great reputation with stakeholders.  In particular, the report highlights the success that has been achieved in increasing productivity through Lean Thinking and the organisation’s world leading approach to community engagement. These successes have been achieved through the leadership and commitment of many people, including the last CEO and current and past Directors and Managers.

But Melbourne cannot afford to rest on its laurels. This city is changing very rapidly, and if we are going to maintain our liveability and economic impact, we need to change with it. We asked our Senior Reviewers to provide their frank and fearless advice and to challenge all of us to see the world through different perspectives.  This review has provided us with a candid, unbiased and independent assessment of this organisation’s current operational state.  

As organisational leaders, the City Of Melbourne’s executive leadership team is committed to fully consider the findings and observations of this report. We will develop an action plan for the organisation that will set out a blueprint for how we will develop and properly meet the challenges that lay ahead of us. Great organisations take feedback such as this and work together on how to improve their performance, and that is exactly what we will do.

We will work with Council to refresh our community’s plan, which is called Future Melbourne. To improve on the organisation’s effectiveness over the next decade, we will consolidate the organisation’s long term vision and corporate plan. We will focus on more meaningful collaboration and teamwork at all levels of the organisation and further improve the organisation’s planning, decision making and follow through. 

We take seriously our commitment to our employees, providing more opportunities to develop and grow. We will free up time for our staff by focusing on the way we work – empowering the right people to make decisions, improving IT and simplifying work systems.  

This review provides the opportunity and impetus to take a very good organisation and make it even better. We thank the Senior Review Team – Ms Jude Munro AM, Dr Bronte Adams and Mr Steve Parker for their time, wisdom, honesty and their strong commitment to the City of Melbourne’s future success.

Ben Rimmer
CEO

Contents
Executive Summary
6
Findings
7
Future Opportunities
8
About the review
10
Introduction
11
 About the Municipality of Melbourne
11
About the City of Melbourne
11
Strategic Challenges
12
Detailed assessment of organisational capability
13
Leadership Summary
14
 Set direction
15
Motivate people
19
Develop people
21 

Strategy Summary
24
 Outcome-focused strategy
24
Evidence-based choices
25
Collaborate and build common purpose
26
Delivery Summary
33
 Innovative delivery
34
Plan, resource and prioritise
35
Shared commitment and sound delivery models
36
Manage performance
37
Conclusion 
39
Executive summary

Melbourne is a thriving residential, entertainment, cultural and educational municipality that regularly features as one of the most liveable cities in the world. 

The city is facing growing challenges, including urbanisation, population growth and climate change. Its population is set to increase from the current 122,000 people to 205,000 in 2031. The number of dwellings will increase by 90 per cent, from 68,000 in 2013 to 130,000 dwellings in 2031. Within the next twenty years there is likely to be an increase in the severity of rainfall events, heat waves, flooding, sea level rise and storm surges. 
Potential consequences such as pollution, traffic congestion, law and order issues and inaccessible jobs all heighten levels of city dissatisfaction. The upside of population growth is the opportunity it presents. 

There is increasing competition to win the accolade of the most liveable city in the world. The Economist’s liveability index comprises stability; health; culture and environment; education and infrastructure. The loss of the mantle would have a negative slipstream in terms of attracting talent and investment into the capital city. This in turn would have flow on impacts on a wider state economy seeking to manage an economic transition away from lower value-adding jobs. 
The City of Melbourne as an organisation delivers world-class, forward thinking strategies. Its community engagement practices are award winning and the majority of employees are passionate and dedicated to the success of the organisation and the city. The organisation delivers on the Council Plan goals and actions effectively, ensuring it is one of the world’s most liveable cities. 

It is important to keep this in mind in considering our findings that this is a forward-looking, whole-of-organisation review that assesses an organisation’s ability to meet future objectives and challenges. 

Melbourne’s strategic challenge is to further grow its prosperity as a global city, while protecting its liveability and ensuring that it maintains the basics of a functioning city. 

The organisation must now direct some of its energy toward internal improvement to ensure it is at the top of its game to continue to meet these challenges and deliver for the Council and community. This will be achieved through engaging with stakeholders and running 
a high-performing organisation.
Findings

The objective of the capability review process is to ‘future proof’ organisations by strengthening organisational capability to anticipate and respond to known and emergent challenges and opportunities. 
This summary sets out the main findings of the review against the City of Melbourne’s current capability in regards to the three pillars of leadership, strategy and delivery. It also identifies priority future opportunities.
Leadership

The organisation is clearly aware of and guided by the community’s vision for Melbourne and the four-year Council Plan from a strategy perspective. It inspires and directs employees.
At all levels, the organisation is motivated by a passion for Melbourne and aspires to achieve for its constituents. 
However enthusiasm and instances of collaboration and working cross-functionally are not systematically supported, recognised or incentivised by the organisation and occur despite rather than because of leadership support.
A majority of senior leaders have been with the organisation for very considerable tenures. A strong sentiment exists amongst participants that this represents perhaps the most serious barrier to organisational and strategic change. Whilst there is strength in individual leaders, leaders often do things in their own way in their own divisions and do not routinely collaborate with their peers. 
This review found that Directors are not generally seen by the majority of respondents to operate as a cohesive team nor is it seen as a team leading the whole organisation. In a complex environment with interconnected issues requiring multiple skills, assets, approaches and the involvement of a range of stakeholders, this is an increasingly untenable approach. 
Directors are relatively senior in age, lengthy in tenure, male-dominated and lacking in ethnic diversity. They are seen to focus on operational issues to the marked detriment of leading strategic approaches.
There is no long-term organisational vision and corporate strategy to support the achievement of Council’s strategic direction as expressed through the Council Plan. 
There is no reliable corporate approach to coaching, talent management, succession planning and mobility across the organisation. This means that career paths are not routinely considered. There is some evidence of high potential future leaders being identified and provided with training and management opportunities. However this is not done consistently. 
Performance management is variable, in part due to widespread reluctance to have ‘hard conversations’.
Traditionally HR has not functioned strategically or to enable change. There is wide variation in the levels and scope of accountability and responsibility at the same band level. For example different manager-level positions have very different spans of responsibility. 

Strategy

The Council Plan sets direction for four years and is bound by the electoral cycle. It is guided by Future Melbourne, a ten-year strategic vision for the City. Because the City of Melbourne does not have a supporting set of organisational strategies, execution of the Council Plan can incentivise the narrow delivery of a specific priority.  

Significant economic development opportunities currently exist where the City of Melbourne, in conjunction with the Victorian Government, universities and other organisations could play a city-wide leadership role. There is a base of positive external stakeholder regard from which the organisation could build to achieve this. Currently, these opportunities are not being optimised because there is no clarity around the organisation’s role with respect to city-wide issues. There is no single obvious organisational ‘owner’ and a lack of support for establishing coordinated leadership. 
Some external stakeholders referenced silos operating within the City of Melbourne. This impacts the organisation’s ability to identify opportunities, meet stakeholder needs and strategically influence discussions. 
Evaluation of strategy does occur, but not consistently and not adequately focused on outcomes. As a result, subsequent policy and initiatives are not able to build on the latest evidence of successful and less successful initiatives. 

Delivery

The City of Melbourne is well regarded by its stakeholders and is seen to deliver. There are strong examples of innovative delivery across the organisation. For example the organisation’s issues management process positively promotes shared understanding of immediate challenges between management and participating employees.
However these achievements occur despite business processes not always functioning effectively. In some areas they do not exist; more commonly multiple processes can be found. 

A surprising number of fundamental business processes are at an early stage of development or do not exist, for instance a business operating model; corporate plan; infrastructure plan; asset management strategy; procurement strategy; IT strategy and support; and talent management.
Whilst the organisation measures and reports on its performance against indicators, this performance intelligence is not fully leveraged. This in turn inhibits improvement. 
There is evidence that corporate decisions made by the executive leadership are not routinely communicated to the wider organisation and that compliance can be discretionary. The lack of organisational discipline undermines productivity, requiring initiatives to be negotiated and agreed by full consensus. This leads to an organisational fatigue where what should be standard execution proves so taxing that little energy is left for development and delivery on the strategies of a bold, inspirational and sustainable city. 
There is no doubt that significant reserves of talent and energy exist in the organisation that could be far more effectively enabled if aligned around a common vision and supported by improved delivery systems.

Future opportunities

The Senior Review Team found much to admire in the pride, dedication and talent of the organisation, and in the desire to make the changes necessary to position the City of Melbourne as a high performing organisation. It found that important aspects of the organisation, including deficiencies in strategic corporate leadership, an excessive operational focus, and dated systems, were acting as a drag on the more forward, agile parts of the organisation. 
The City of Melbourne is at the cusp of embarking on the next wave of development. The Senior Review Team believes that it is time to refresh and reinvigorate the organisation in order to continue to build Melbourne’s competitive advantage as the world’s most liveable city. 
This will require reorientation from the organisation on three fronts.

1. Refocusing the City of Melbourne’s leadership group on:

· Leading the whole organisation as opposed to operational management of its component parts.

· Making decisions and seeing them through to full implementation.
· Lifting the ‘metabolic rate’ of the organisation to make decisions at the appropriate level and supporting it to rapidly coalesce to solve immediate problems.

· Engaging with stakeholders. 
An executive leadership team has a corporate leadership and stewardship role as well as a responsibility to oversee operational delivery, provide policy advice to council and engage effectively with stakeholders. The City of Melbourne’s executive leadership is currently underdone in its whole-of-organisational leadership and in its engagement of stakeholders. 
There is an important opportunity for the CEO to remodel the leadership to work as a group that leads corporate responsibilities and organisational culture, in addition to individuals carrying out their strategic priorities. 
2. Setting future organisational and city direction. 

The second priority is to develop a ten-year organisational vision, supported by a four-year corporate plan. There is a lack of mobility and talent management in the organisation that, if addressed, represents a major opportunity to unleash the latent capacity of the organisation. An organisational vision and plan should harness the talent and motivation that exists within the City of Melbourne.

Most critically, the well-regarded ten-year Future Melbourne plan will draw to a close in two years. Together, the City of Melbourne, Lord Mayor, civic leadership and the Victorian Premier must harness the thinking about Melbourne’s future that is already underway within organisations such as universities, businesses and the Victorian Government. This review advocates that the planning and consultation for Future Melbourne’s successor should commence now. 
The plan should ensure Melbourne’s future prosperity and status as the world’s most liveable city, attracting and nurturing talent. It must include an economic development strategy that builds on competitive advantages such as professional services firm growth, start-ups, creative firms, and the international student body. The ‘Future Melbourne II’ plan should also include an infrastructure plan and a stronger, more digital orientation towards meeting 21st century customer expectations. 

3. Revamping and developing the organisation’s underpinning business systems and the process disciplines. 

The organisation is in danger of being stifled by cumbersome processes, IT systems and work practices. Better delivering on these business basics will free up the organisation to devote greater attention to innovation and higher value activity. It will better position the City of Melbourne to deliver on the aspiration to be bold, inspirational and sustainable. 
The executive leadership team should set and drive an efficient and effective corporate plan. They should develop and sequence all corporate process reforms to create a more productive and collaborative organisation with a lower level of risk.
About the review

A capability review is a forward-looking, whole-of-organisation review that assesses an organisation’s ability to meet future objectives and challenges.

This review focuses on leadership, strategy and delivery capabilities in the City of Melbourne. Using the model set out in Figure 1 below, it highlights the organisation’s internal management strengths and improvement opportunities. A set of 39 questions is used to guide the assessment of the 10 elements of the model covered by this report.

Capability reviews are designed to be relatively short and take a high-level view of the operations of an organisation. They focus primarily on its senior leadership, but are also informed by the views of a cross section of employees who attended a series of workshops or provided insight via other channels.

A total of 54 interviews were conducted. The Lord Mayor, Deputy Lord Mayor and seven Councillors were interviewed, as were employees and key stakeholders. 

A comprehensive desktop review was undertaken, 14 employee workshops were held with over 200 employees attending, more than 680 employees contributed insights via an online survey, more than 180 posts were received on Yammer and 14 email submissions were received.
Figure 1: Capability Review Model 
Leadership

1. Set direction

2. Motivate people

3. Develop people

Strategy

4. Outcome focused strategy

5. Evidence based choices

6. Collaborate and build common purpose

Delivery
7. Innovative delivery

8. Plan, resource and prioritise

9. Shared commitment and sound delivery models

10. Manage organisational performance
Introduction

About the municipality of Melbourne

The municipality of Melbourne covers the central city and 16 inner city suburbs. More than 122,000 people call the municipality home and a further 844,000 people visit every day for work and play. 

The city is growing rapidly, with the population expected to reach 205,000 by 2031. This growth is underpinned by a 90 per cent increase in dwellings, from 68,000 in 2013 to 130,000 dwellings in 2031. Demographically the city has also changed. An apartment building boom has meant that 93 per cent of new homes built between 2006 and 2012 were apartments.

 Melbourne will be affected by climate change, with more heat waves, flash flooding, sea level rise and storm surges predicted over the next twenty years. The city’s challenge will be to respond to a changing climate, develop a resilient and growing economy whilst retaining the city’s renowned liveability.
Figure 2: The Melbourne municipality map
About the City of Melbourne

The City of Melbourne manages the municipality, operating as a public statutory body incorporated under the Local Government Act 1989 (Vic). 

The Lord Mayor, Deputy Lord Mayor and nine Councillors are the city’s elected representatives. The City of Melbourne employs the full time equivalent (FTE) of 1309 employees including approximately 200 casual and short-term contract employees. Its management team includes the CEO, five directors and 29 branch managers. 

The City of Melbourne delivers a large and diverse set of services, which include property, economic, human, environmental, recreational and cultural services. 

The organisation operates and maintains more than 350 buildings and facilities including commercial buildings, roads, bridges, drains, town halls, libraries, recreation facilities, childcare centres, community hubs, event venues, public art, parks and gardens.  

It organises festivals and events. The organisation also enforces state and local laws on land use, planning, environment protection, public health, traffic, parking and animal management. 

The City of Melbourne’s asset base of buildings, facilities, parks, drainage, roads, lanes and footpaths is valued at $3.5 billion. Over the past 14 years, annual rate rises have been held to between zero and 3.8 per cent. 

The Melbourne City Council Plan 2013–2017 includes eight goals to guide the organisation. The first six reflect its aspirations for the city. The final two relate to its internal performance and organisational governance and management.

Council Plan Goals 


1. A city for people 

2. A creative city 

3. A prosperous city 

4. A knowledge city 

5. An eco-city 

6. A connected city 

7. Resources are managed well

8. An accessible, transparent and responsive organisation 

The City of Melbourne wants to ensure it maintains a bold, inspirational and sustainable Melbourne while addressing customers’ priorities.

Strategic challenges

Melbourne’s position as a global city will be maintained if Melbourne’s prosperity grows and its liveability is protected. Figure 3, the hierarchy of cities model, shows a way of thinking about cities. 
There are functioning cities, liveable cities and global cities. Problems about basic governance, mobility, air and water quality and law and order can mar the international reputation and attractiveness of a city. Corruption, traffic congestion, pollution and being unsafe are dissatisfiers. 
Liveable cities are characterised by accessible jobs, well-functioning education, health and transport systems and access to open space. Global cities are known for their art and culture, high value-added jobs and industries and high quality urban design. Melbourne’s strategic challenge is to grow its prosperity as a global city, while protecting its liveability and ensuring that it maintains the basics of a functioning city.
City of Melbourne as an organisation must be at the top of its game to meet these challenges. This will be achieved through engaging with stakeholders and running a high-performing organisation.
Figure 3: Hierarchy of Cities Model
The hierarchy of cities model is based on Maslow’s hierarchy of needs. It suggests that cities can climb the ladder in the hierarchy, but if a dissatisfier occurs, such as corruption, pollution or traffic congestion, the city will lose status and attractiveness, and its liveability will be undermined.

Detailed assessment of organisational capability

This section provides an assessment of the City of Melbourne’s capability in three key areas: leadership, strategy and delivery. 

· Leadership: the Senior Review Team assessed the organisation’s leadership against its ability to set direction, motivate people and develop people. 

· Strategy: the review examined whether the City of Melbourne has outcome-focused strategies, makes evidence-based choices and whether employees collaborate and build common purpose. 

· Delivery: the review looked four criteria. These were: innovative delivery; ability to plan, resource and prioritise; shared commitment and sound delivery models; and manage performance.

Assessments were made according to the assessment criteria set out in Table 1, using several guidance questions. The Senior Review Team’s assessment of the City of Melbourne’s capability is outlined in Table 2. 
Table 1: Assessment criteria ratings 
Strong
· Outstanding capability for future delivery in line with the model of capability.

· Clear approach to monitoring and sustaining future capability with supporting evidence and metrics.

· Evidence of learning and benchmarking against peers and other comparators.
Well placed
· Capability gaps are identified and defined.

· Is already making improvements in capability for current and future delivery, and is well placed to do so.

· Is expected to improve further in the short term through practical actions that are planned or already underway.
Development area
· Has weaknesses in capability for current and future delivery and/or has not identified all weaknesses and has no clear mechanism for doing so.

· More action is required to close current capability gaps and deliver improvement over the medium term.
Serious concern
· Significant weaknesses in capability for current and future delivery that require urgent action.

· Not well placed to address weaknesses in the short or medium term and needs additional action and support to secure effective delivery.
Table 2: The Senior Review Team’s assessment of the City of Melbourne’s capability
Leadership
Set direction = Serious concern
Motivate people = Development area
Develop people = Development area
Strategy
Outcome-focused strategy = Development area
Evidence-based choices = Development area
Collaborate and build common purpose = Well placed
Delivery
Innovative delivery = Well placed
Plan, resource and prioritise = Development area
Shared commitment and sound delivery models = Development area
Manage performance = Well placed
3.1
Leadership summary
The City of Melbourne employs the full time equivalent (FTE) of 1309 employees including approximately 200 casual and short-term contract employees. The executive leadership team comprises the CEO and five directors. Its management team includes the CEO, five directors and 29 branch managers. 
The Senior Review Team’s findings on the three components of ‘leadership’: set direction, motive people and develop people, are summarised as follows:

Set direction
· The Future Melbourne vision (bold, inspirational and sustainable) and Council Plan are seen as empowering, however the organisation does not have an organisational vision (10-year horizon) or a corporate plan (four-year horizon),
· The executive leadership function requires improvement in strategic planning, decision-making, discipline and visibility,
· There is a weak practice of teamwork across the organisation, 
· There is no systematic approach to management of change.
Motivate people

· Most employees are passionate with a strong level of commitment to the success of the organisation and city,
· There is a strong culture of the individual and the branch, 
· The leadership is not consistently seen as a motivating factor.
Develop people

· A number of existing frameworks are focused on people development,
· Mobility and workforce planning requires improvement,
· There is a strong pool of talent which is not supported to develop and advance,

· The leadership does not address poor performance and behaviour consistently or transparently.

The Senior Review Team’s detailed comments and ratings against the three components of leadership are outlined below. 

Set direction
Guidance questions

· Is there a clear, compelling and coherent vision for the future of the organisation? Is this communicated to the whole organisation on a regular basis?

· Does the leadership work effectively in a culture of teamwork, including working across internal boundaries, seeking out internal expertise, skills and experience? 

· Does the leadership take tough decisions, see these through and show commitment to continuous improvement of delivery outcomes? 

· Does the leadership lead and manage change effectively, addressing and overcoming resistance when it occurs?
Rating 
Serious concern
Finding: the Future Melbourne vision and Council Plan are empowering. 

The Future Melbourne community vision for a ‘bold, inspirational and sustainable city’ was defined eight years ago. The organisation also has a Council Plan that sets out the goals, outcomes and priorities for the municipality during each four-year council period. 
It was clear that both documents are well-used planning tools that are spoken of highly by councillors and employees alike. 
As outlined in Figure 4, the Council Plan contains six external and two internal facing goals:
Figure 4: The eight Council Plan goals
1. A city for people 

2. A creative city 

3. A prosperous city 

4. A knowledge city 

5. An eco-city 

6. A connected city 

7. Resources are managed well

8. An accessible, transparent and responsive organisation 
Finding: The organisation does not have an organisational vision or a corporate plan

There is great merit in developing an organisational vision and corporate plan to support council and the community’s long-term vision for the city. A unified and connected 10-year organisational vision and four-year corporate plan would enable the City of Melbourne to schedule its effort on key initiatives over a four-year period. They would also provide clarity of purpose as the organisation seeks to evolve and improve its services for the 21st century.
The City of Melbourne has attempted to develop both a long-term organisational vision and corporate plan without success. In 2014, ‘CoMWay’ was introduced. However directors and branch managers indicated that it was a collection of pre-existing initiatives rather than a new corporate plan or long-term vision. The evidence suggests that ‘CoMWay’ is not widely accepted within the organisation.
Finding: The executive leadership function requires improvement in strategic planning, decision-making, discipline and visibility

The executive leadership team comprises the CEO and five directors. It engages as a team twice a week through the Directors’ Forum and Director Agenda Review Panel. The first meeting’s name is illuminating - that it is a forum - a place where issues are discussed, whereas it is meant to be a decision-making meeting. This meeting does not have terms of reference and delegations. Decisions made in Directors’ Forum are not minuted and outcomes are inconsistently communicated to the organisation.

The Director Agenda Review Panel was identified as a valuable meeting, in which the executive leadership team exercises a quality control function for council reports. Additional value could be added through the introduction of more front-end discussion by the executive, with Councillors, before organisational work is undertaken on council reports and reviewed by the panel. 
Overall, both executive leadership meetings take a very operational focus. A significant number of large and small decisions are escalated to the executive leadership team. This culture of ‘reverse delegation’ was identified as a concern across the workshops, survey and interviews and clearly prevents executive leadership from spending enough time on strategic issues for the organisation.
This issue could be addressed by creating terms of reference and delegations for a newly named executive leadership team meeting. Additionally, strategic workshops could be held separately from the operational meetings. 
Directors are widely regarded as lacking cohesion as a team and perceived by employees as operating in a highly individualistic fashion. This was raised in most workshops and stakeholder interviews. The issue of directors not constructively challenging each other was also raised. For example, the Directors could collaborate better to identify and manage trade-offs in resource allocation across the whole organisation. Overall, leadership at the City of Melbourne is viewed as reliant on the CEO and most often successfully led through the strength of the CEO.
From the interviews, the Senior Review Team identified that a reactive mindset is prevalent. This mindset limits the organisation’s ability to plan and evolve to meet future needs. 
Further, the directors are all experienced leaders who whilst cooperating at one level, tend to operate in their respective divisions. The knock on effect of this sometimes results in organisational tension and negates a sense of common purpose and outcome. 

Few opportunities appear to be taken to show the executive leaders as a cohesive team. These include being on a platform together and speaking on an agreed organisational vision to the organisation as a whole. This opportunity could be taken up in a number of ways e.g. employee forums, executive team tours of council’s operations or new projects, as well as electronically via the intranet and Yammer.
Typically, local governments the size of the City of Melbourne have an executive leadership with four functions. Firstly, the leadership reports to the board or council, providing policy advice, commercial recommendations and performance reports. Secondly, it makes decisions on organisational-wide matters delegated to it by the council or CEO. Thirdly, it undertakes stakeholder engagement and strategic planning for the organisation and the municipality, in collaboration with the Councillors and relevant stakeholders. Lastly, the executive leadership team ensures their respective divisions are managed. 

A crucial part of the executive leadership’s role within any organisation is setting organisational direction. At the City of Melbourne, there is a general sense that directors are too thinly spread, particularly those with larger divisions. Directors spend relatively too much time on operational governance and relatively too little time on strategy, including corporate strategy, solving big-picture issues for the city and working with external stakeholders.

Finding: There is a weak practice of teamwork across the organisation

There is evidence of a lack of teamwork across all levels of leadership, including at the most senior executive level where non-cooperation or inability to drive corporate processes and strategy is evident.
However there are some good examples of purposeful and deliberative cross-organisational cooperation within the organisation:

· Groups set up to redesign a work process (e.g. events in parks and strategic procurement). These cross-organisational groups are set up for a limited period of time to redesign work processes. While the organisation should be lauded for these efforts, the reviewers also note challenges associated with this process. Employees identified that in some cases, change has taken too much time in relation to the benefit generated.

· Project advisory boards for major capital works projects, such as the development 
of The Dock library and community centre.
· Management Huddle - a weekly half hour stand-up meeting where hot issues, problems, and CEO directions are discussed and delivered. This meeting is mandatory and attended by the CEO, directors and managers.

The evidence suggests that many examples of teamwork are based on relationships and the goodwill of individual employees rather than being supported and incentivised through a clear way of working. Further, some Branch Managers felt it was the challenging to organise projects and cross-organisational work when 42 per cent of full-time employees are on nine-day fortnights and a further 19 per cent of full-time employees are on 19 days per four weeks.

Finding: There is no systematic approach to management of change
Best practice change management requires purposeful planning and thoughtful implementation and includes the participation of the people affected by the changes. There was evidence that a number of corporate initiatives had failed to get traction after a relatively short period of time, mostly within two years. Those trying to introduce the new initiatives seemed to become worn down by the process of trying to drive them through the organisation. 
Interview feedback pointed to an organisational resistance to change, stemming from an individualistic culture and a lack of strong change management and facilitation skills within the work areas seeking to drive change.
To support organisational change, there is a management discipline or rhythm required to prevent employees seeing important corporate initiatives as optional. Corporate processes including workplace health and safety initiatives need refreshing periodically to regain managerial and employee commitment. This rhythm and cadence in organisational life should be planned by leadership and reflected in a multi-year corporate plan.
Motivate people
Guidance questions
· Does the leadership create and sustain a unifying culture and set of values and behaviours which promote energy, enthusiasm and pride in the organisation and its vision? 

· Are the leadership visible, outward-looking role models communicating effectively and inspiring the respect, trust, loyalty and confidence of employee and stakeholders? 

· Does the leadership display integrity, confidence and self-awareness in its engagement with employee and stakeholders, actively encouraging, listening to and acting on feedback? 

· Does the leadership display a desire for achieving ambitious results for customers, focusing on impact and outcomes, celebrating achievement and challenging the organisation to improve?
Rating
Development area 
Finding: Most employees are passionate with a strong level of commitment 

The majority of employees are strongly motivated by a passion for the city. An employee survey conducted in August 2014 showed that there was a uniformly high motivation to deliver on outcomes for the city. Employees are ‘proud to be part of the City of Melbourne’; they ‘care about its success’ and are ‘willing to put in a great deal of effort for the City of Melbourne’. This dedication is a valuable asset of the organisation.
These results were further validated through this capability review. Employees illustrated an extraordinary passion for Melbourne and a commitment to the success of the organisation and city. Furthermore, the Senior Review Team was impressed with the calibre of many employees and the breadth of knowledge and skill across all levels.

In 2014, there were 158 referrals to the City of Melbourne’s employee assistance program, equating to 10 per cent of total employees. Most government organisations range between three and six per cent. The City of Melbourne is at the higher end of the scale, largely because its workforce is engaged and the program is actively promoted to employees. Employee assistance programs have a positive early intervention impact on employees.

The top reasons for referrals were personal, followed by alleged workplace harassment or bullying, and work change or stress. 

“This is an organisation with passionate people working long hours for a city they love.” ~ Employee survey

Finding: There is a strong culture of the individual and the branch
The organisation’s set of values, ICARE, was created in 2004, refreshed in 2008 and reaffirmed by the Management Team in 2014. ICARE stands for Integrity, Courage, Accountability, Respect and Excellence. It is notable that teamwork and cooperation are not part of the corporate values. 

The City of Melbourne is organised into divisions that are led by longstanding directors, who lead as individuals more than as part of the executive leadership group. The organisation has a history of celebrating champions and heroes. These individuals have fostered pride and motivated employees but have also contributed to building an individualistic culture. This culture has flowed into the branches, which show a strong sense of individualism. 
Overall, the senior reviewers believe that this is not a culture that will help the organisation meet the future challenges facing Melbourne. There is an opportunity to change this culture through the development of a unified organisational vision, as outlined above.
Finding: The leadership is not consistently seen as a motivating factor

Across the organisation, there is a hunger for a more engaging and articulate narrative and organisational vision, and employees are eager for strong and inspirational leadership. Clarity about the organisation’s purpose and vision would help align the directors and branch managers. This in turn, would engage, motivate and inspire the employees.

Figure 5: Key words used by branch managers and directors to describe the City of Melbourne. The size of the words reflects the frequency of use.

Innovative, challenges, no strategy, leadership, engagement, accountability, direction, capable, complex, passionate workforce.

Develop people
Guidance questions
· Are there people with the right skills and leadership across the organisation to deliver your vision and strategy? Does the organisation demonstrate commitment to diversity and equality? 

· Is individual performance managed transparently and consistently, rewarding good performance and tackling poor performance? Are individuals’ performance objectives aligned with the strategic priorities of the organisation? 

· Does the organisation identify and nurture leadership and management talent in individuals and teams to get the best from everyone? How do you plan effectively for succession in key positions? 

· How do you plan to fill key capability gaps in the organisation and in the delivery system?
Rating
Development area
Finding: A number of frameworks are focused on people development
Over recent years, the organisation has rolled out a number of frameworks focused on driving people development across the organisation. These include the CoMLearning Program, Organisational Capability Framework, Leadership Capability Framework and Goals and Performance Appraisal (GPA) process. These comprehensive frameworks assist in driving a focused and coordinated approach to people development, and have real merit.  
It is important to ensure these frameworks are coordinated seamlessly within a broader workforce plan to drive effective outcomes. Interviews and employee feedback identified that a split between the organisational development and human resources functions can at times be problematic.

The organisation’s Leadership Capability Framework lists nine key capabilities for all people leaders, which include: 

· Coaches and develops others; 

· Leads improvement; 

· Aligns services to customers’ needs; 

· Collaborates and builds partnerships; 

· Thinks strategically; 

· Manages resources well; 

· Develops self; 

· Builds effective teams; and 

· Manages performance. 

A notable gap in the Leadership Capability Framework is ‘accepting responsibility and being accountable’. Accountability was a significant issue raised consistently across the workshops, interviews and survey. Interestingly, accountability was added to the corporate values of ICARE - integrity, courage, accountability, respect and excellence - in 2008. 
An example of this is the Senior Review Team found that the proportion of employees and managers who attend training opportunities offered is unusually low. With 11 per cent of those who do enrol not attending, the target for non-attendance is 5 per cent.
Finding: Mobility and workforce planning requires improvement

There is an opportunity to develop a workforce plan and to adopt a deliberate approach to mobility that encourages movement between branches, divisions and externally.

“There is limited support for existing permanent staff to move across the organisation into other roles.”~ Employee survey

Since 2014, all branches have been required to develop a People Plan for the development of their existing employees within annual business plans. However, these do not form an overarching workforce plan for the organisation.
The organisation does not appear to be agile mobilising employees to form multi-disciplinary project teams. There is also a level of rigidity in human resource systems and processes that does not allow for the nimble allocation of resources across the organisation. For example, it can take up to six employees, two forms and two weeks to assign an employee to a project.  
Further inhibiting mobility in the organisation is the combination of perception and willingness of managers. It is assumed that positions are allocated against their branch and cannot be shifted to support other initiatives.

Some employees also identified a feeling of being pigeonholed in their current position rather than being seen fully for the skills that they have. Individual career path planning needs to be supported to rotate employees externally and across the organisation. These measures will benefit individual employees as well as the long-term health of the organisation.

Broadly speaking, the sweet spot for annual employee turnover is between five to eight per cent, spread throughout the organisation including senior leadership. Too low a turnover can reduce the opportunities for to progress along a career path. High employee turnover can be dysfunctional and costly. 
“I agree the banding and general hierarchical structure are challenges - more fluidity all round would be wonderful but is challenging in current industrial and organisational context.” Yammer Q&A
The unplanned turnover rate at the City of Melbourne was 7.12 per cent
 as compared with the average, of 6.4 per cent
 in 2013-14. On the surface, this is a healthy turnover. However, the organisation also has a large number of employees on short-term contracts, such as swimming pool lifeguards and casual library workers. The turnover rate was 47 per cent for these workers. If these classification 1 roles are excluded, the unplanned turnover rate drops to 5.32 per cent.

Additionally, there is a wide disparity in employee turnover across individual branches, ranging from zero to 30.6 per cent. In 2013-14, ten branches had no unplanned turnover. A further eight branches had turnover of five per cent or below.  
Employees with more than five years’ service make up 49 per cent of the current workforce. Yet in 2013-14, only 24 per cent of employees who departed had more than five years’ service. In other words, workers are staying on at the City of Melbourne. 
The Directors range in their current role from five to 19 years with an average tenure of nine years. Branch managers had between three months to 12 years of service, with an average tenure of five years. 

Employee remuneration is higher than the median for other inner Melbourne councils from classification 4 and above. The positioning of executive level packages at the 50th percentile rather than at the 25th percentile of the market median may be encouraging employees to stay. However there is also strong anecdotal evidence that directors and branch managers are strongly motivated by passion for Melbourne and their jobs.

These issues of mobility and stagnation at upper levels are clearly illustrated by Figure 4. The figure also illustrates employee’s concerns regarding lack of internal opportunities.   

Figure 6: Employee movements 1 July 2013 to 21 April 2015
There is a general lack of approach to succession planning and to retaining the wealth of knowledge of long-serving employees that will inevitably leave the organisation. Individuals gave examples of some measures being put in place; however it was clear that succession planning is not done systematically.
Finding: The organisation’s strong pool of talent is not supported to advance
During the review, talent management was consistently identified as an area for improvement. As outlined in the previous section, low workforce mobility represents a barrier to the ongoing development and advancement of high-performing employees within the organisation. There is evidence from exit interviews and the workshops that the City of Melbourne is losing a number of qualified and high-performing employees due to the lack of advancement opportunities.
A proactive, whole of organisation approach to people management and development including talent identification and development and succession planning would be great!” ~ Yammer Q&A
Finding: The leadership does not address poor performance and behaviour consistently or transparently
People Leaders at the City of Melbourne use the Goals and Performance Appraisal (GPA) to assess employee performance. In the 2013-14 financial year, 81 per cent of employees were judged to have performance of adequate or above, and only 20 employees or 1.3 per cent were considered inadequate. The rest were not counted because they were on leave, casuals or had left employment during the year. This means that 98.4 per cent of eligible employees were considered to be performing adequately.
Yet during interviews for this review, most branch managers identified a figure of five to 15 per cent of poor performers within their branches. This indicates a lack of capability or support in assisting poor performers to lift performance or leave the organisation. It was also stated in interviews that not all managers feel comfortable having difficult conversations There were some notable exceptions revealed in interviews, where branch managers displayed commitment to coaching employees and actively managing poor performers. Interviewees also noted recent improvements in the quality of expertise brought by Human Resources.
In the 2014 People Survey, employees gave the Management Team an overall score of 4.8 out of seven for the theme of ‘coach and develop others’ (four being sometimes and five being often). Almost a third or 31 per cent of leaders are perceived as only ‘sometimes coaching others’. An additional 11 per cent of leaders are perceived as ‘rarely or very rarely coaching others’. There were also corresponding low scores for ‘managing performance’ and ‘building effective teams’. 

3.2
Strategy summary

The Senior Review Team’s findings on the three components of ‘strategy’: outcome-focused strategy, evidence-based choices and collaborate and build common purpose, are summarised as follows:
Outcome-focused strategy 

· Future Melbourne is nearing the end of a ten-year horizon,

· The Council Plan’s eight goals play a strong influencing role on the organisation’s work, however, the two internally facing goals are no substitute for an organisational vision and corporate plan,

· A suite of corporate-wide strategies and frameworks is missing, 

· There is an inconsistent approach to strategy development and implementation. 

Evidence-based choices

· There is no framework for evaluation and feeding lessons learnt into new strategy and policy development,
· There is no approach to capture, develop and effectively use organisational knowledge,
· A seamless approach to service planning is needed, to respond to the differing and evolving needs of customers.

Collaborate and build common purpose

· The organisation has a good reputation amongst external stakeholders,
· Community engagement is well embedded,
· The organisation is focused on the future and getting stakeholders to work together, but could do more. 

The Senior Review Team’s detailed comments and ratings against the three components 
of strategy are outlined below. 
Outcome-focused strategy
Guidance questions
· Does the organisation have a clear, coherent and achievable strategy with a single, overarching set of challenging outcomes, aims, objectives and measures of success? 

· Is the strategy clear about what success looks like and focused on improving the overall quality of life for customers and benefiting the community? 

· Is the strategy kept up to date, seizing opportunities when circumstances change? 

· Does the organisation work with political leadership to develop strategy and ensure appropriate trade-offs between priority outcomes?
Rating
Development area
Finding: Future Melbourne is nearing the end of a ten-year horizon 
Developed collaboratively with the community in 2007, Future Melbourne is Melbourne's 10-year plan for the future direction of city life; it sets out a vision and goals for the future.
With Future Melbourne drawing to an end and the next cycle of long-term planning beginning, the organisation would benefit from concurrently developing a 10-year corporate vision. This would ensure the organisation is equipped to meet the future needs of its rapidly evolving community.

Finding: The Council Plan’s eight goals guide the organisation’s work 
As discussed earlier, the Council Plan sets out the goals, outcomes and priorities for the municipality for the four-year period coinciding with each Council term. It guides the implementation of the Future Melbourne vision and drives organisational activity at a high level. From interviews, the survey and workshop data, employees at all levels recognise the Council Plan as the key strategic plan guiding the organisation’s work.  

It is evident that Council Plan’s eight goals guide the organisation’s work, however the two internally facing goals are no substitute for an organisational vision, corporate plan and corporate-wide strategies. In many instances, employees were able to articulate council’s goals but were unable to articulate what the strategy was for the organisation. There needs to be a stronger line of sight from an employee’s individual jobs and Goals and Performance Appraisal (GPA) to the big picture, including an organisational vision and corporate plan.

The lack of a corporate plan leads to disparate efforts, duplication of work and wasted effort amongst the management team and other employees. Less wasted effort will lift the City of Melbourne’s metabolic rate and free up time to be spent on higher priority Council Plan work. 

Finding: A suite of corporate-wide strategies and frameworks is missing 
The normal suite of corporate-wide strategies is not fully in place. Coordination and support for these strategies is not routinely led, owned and driven by the executive leadership. The accountability for developing and implementing corporate strategies is often left to individual directors or branch managers. These efforts have historically struggled to be successful as group consensus is required to implement any change. This may be influenced by the organisation’s strong individualistic culture, as discussed in ‘Motivate People’.
From the desktop research conducted, the current suite of corporate-wide strategies are at different stages of maturity and development:

Table 3: Key business functions and strategy progress
Asset management
The City of Melbourne has responsibility for $3.5 billion in assets.  Development of an asset management strategy is currently underway for the first time. A draft strategy is due for council consideration in 
June 2015. It will complement the 10-year financial strategy.
Strategic procurement
The strategic procurement project was launched in August 2014 and has a cross-organisational leadership group. It is envisioned this will result in development of an agreed strategic approach to procurement.

Long-term financial planning

Work on the first 10-year financial plan was initiated in 2014, through an innovative consultation process called the ‘people’s panel’.  Recommendations from the people’s panel will inform a 10-year financial plan for consideration by council. The plan is due for completion by June 2015.
Customer service
There is no corporate-wide customer strategy. A customer relations business plan for 2014-2018 does exist, but is only endorsed at director level. Customer management systems are underdeveloped.
Information management and technology
There is an Information, Communications and Technology Strategy 2014-2017.
Risk management
Council has a corporate risk register; however, it is not regularly reviewed in Directors’ Forum.
Human resource planning and management
The CEO endorsed a workforce diversity strategy in 2011. There is no overarching workforce plan. A People Strategy has been in development for a number of years. All branches are required to do a People Plan as part of their business planning but not all have done so

Capital works planning
There is no long-term, corporate-wide capital works plan.
Corporate reporting and monitoring
The organisation is introducing rigour but there is some resistance to the reforms. The proliferation of process diagrams and explanatory materials appears excessive.
Advocacy plan

There is no long-term, corporate-wide stakeholder plan.

In addition, there is no one infrastructure plan for Melbourne that brings together plans for community infrastructure, roads, drainage, water and sewage, power and telecommunications. The development of such a plan would require the Victorian Government’s support.

The highest priority for the executive leadership team in positioning for the future is to drive the development of an organisational vision and plan. This plan needs to include a clearly articulated direction, priorities and performance expectations. 
The absence of an organisational vision and corporate plan has resulted in a number of well-intended efforts to advance key corporate-wide functions having limited buy-in and success.

The corporate plan should drive the development of individual corporate-wide strategies that encompass customer service, governance and risk, finance, people, technology, sustainability and asset management. These strategies should link directly to the corporate plan and address how specified outcomes over a mid-term horizon (three to four years) will be achieved, rather than being limited to a list of annual actions as is currently undertaken through the annual planning and budget process.  

This process would allow the executive leadership team to effectively resource and prioritise competing demands on a four-year horizon. Figure 7 is a graphical example of how to approach such a plan.

Figure 7: Example four-year corporate plan
Finding: There is an inconsistent approach to strategy development and implementation 

There is a variable approach in the development, implementation and reporting on both internal and external facing strategies. Employees consistently raised frustrations that strategies were often developed in isolation without engagement with internal delivery partners across the organisation. Even where engagement had occurred, challenges were identified in maintaining delivery partners’ commitment to allocate appropriate resources for the ongoing implementation of each strategy.

The organisation identified strategy development as a problem in 2014 and continues to work internally on finding a solution. The Senior Review Team believes this is an important effort that merits continued focus with additional support from Directors is warranted. A consistent approach to strategy development will enable the City of Melbourne deliver 
on all its commitments. 

Evidence-based choices
Guidance questions
· Are policies and programs customer focused and developed with customer involvement and insight from the earliest stages? Does the organisation understand and respond to customers’ needs and opinions? 

· Does the organisation ensure that vision and strategy are informed by sound 
use of timely evidence and analysis? 

· Does the organisation identify future trends, plan for them and choose among 
the range of options available? 

· Does the organisation evaluate and measure outcomes and ensure that 
lessons learned are fed back through the strategy process?
Rating
Development area
Finding: There is no framework for evaluation and feeding lessons learnt into new strategy and policy development
Many of council’s strategies, generated through the Council Plan, are based on the latest evidence and are world’s best practice. However, many are not subject to robust monitoring and evaluation. This is a lost opportunity. Evaluation needs to be given greater priority. 
A consistent framework for evaluation needs to be implemented, with a focus on embedding feedback into future strategy and policy development.
Finding: There is no approach to capture, develop, and use organisational knowledge 
The review identified that a considerable amount of data and knowledge exists across the organisation. It is collected, analysed, managed and used in numerous ways based largely on individually identified branch needs. The organisation does not fully leverage its knowledge for corporate benefit. 
Examples include limited access to records of engagement with external stakeholders such as the Victorian Government, or restrictive document sharing practices within some branches. This impacts internal productivity and the organisation’s external reputation.
· Possible barriers to knowledge sharing include:

· Strong culture of the individual and branch;
· Low awareness of the value and benefit that information may have for others; and
· Insufficient systems and processes.
There is evidence of knowledge dissemination and sharing across branches, but this seems to be the exception, not the rule. In particular, due to the organisational focus on embedding Lean Thinking and tools, there has been a significant increase in the collection of data across the organisation.

Additionally, the ICT Strategy 2014-17 has identified the need to maximise the use of technology and data to improve decision-making. The strategy seeks to develop a Data Governance Policy and a centralised data governance group. 

The agenda of transparency has been a high priority for the current council. As a result, the organisation is actively working to implement a number of open data and open government initiatives. This included the launch of an Open Data Platform.
These initiatives are a valuable start; however, there is a broader opportunity to better plan for comprehensive knowledge management practices, including capturing the knowledge and wisdom of longstanding employees.

The lack of a systematic approach to succession planning presents a risk to the organisation in retaining and transferring the wealth of knowledge of people who will inevitably leave the organisation. 

Finding: A seamless approach to service planning is needed

The organisation collects customer contact data, but does not analyse customer complaints or service requests by volume or type. Such analysis can lead to refinement of work processes or service delivery in order to improve customer satisfaction and experience. 
A good initiative in recent years has been ‘Closing the Loop’ where feedback is provided to a customer after a request has been successfully finalised.
It is notable that the City of Melbourne does not group its services based on the customer and plan these in an integrated way. Comprehensive analysis of its customer base would allow a more informed approach to service planning and design. It would also increase the organisation’s ability to respond to rapidly changing customer needs and expectations. 

Collaborate and build common purpose
Guidance questions
· Does the organisation work with others in government and beyond to develop strategy and policy collectively to address crosscutting issues? 

· Does the organisation involve partners and stakeholders from the earliest stages of policy development and learn from their experience? 

· Does the organisation ensure the organisation’s strategies and policies are consistent with those of other councils? 

· Does the organisation develop and generate common ownership of the strategy with political leadership, delivery partners and citizens?
Rating
Well placed
Finding: The organisation has a good reputation amongst external stakeholders

Interviews with a number of external stakeholders illustrated the organisation’s strong reputation in the community and with partners. This is a valuable asset and can be used strategically. These stakeholders referred to the City of Melbourne as innovative and a worldwide leader. They highlighted its willingness to collaborate with external organisations, and recognised its passionate employees.   

External stakeholders encouraged the organisation to take a fresh look at problems confronting Melbourne. Several external stakeholders described their experience of dealing with the City of Melbourne as bureaucratic and slow. They also referred to examples of silos, inconsistent policy advice, slow processes and said that finding the right person to talk to could be difficult. An opportunity to develop an infrastructure plan for Melbourne as well as a unifying economic development strategy was discussed.
Finding: Community engagement is well embedded
It is clear that community engagement is highly valued and embedded in the organisation’s approach to work. The City of Melbourne engages with its community via a number of channels and recently launched the Participate Melbourne site to further encourage the community to get involved online. 
The ‘People’s Panel’ collaboration process, which will inform the development of the first 10-year Financial Plan, is an innovative recent example. 

The City of Melbourne is widely regarded as delivering best-practice community engagement. In recognition of its community engagement, the organisation was awarded the 2014 Australasian Organisation of the Year and International Organisation of the Year from the International Association for Public Participation (IAP2).   
Finding: The organisation is focused on the future and getting stakeholders to work together, but could do more 

There is evidence of the organisation bringing together external stakeholders to implement improvements and respond to the future challenges. As one stakeholder put it, ‘It is in City of Melbourne’s DNA to be focused on the future and getting businesses to work together towards the common good of Melbourne’. For instance, the there is a strong collaboration with Tourism Victoria and the Melbourne Convention Bureau. 
A large amount of work is achieved through partnerships, such as establishing the Elizabeth Street water catchment, in partnership with the Victorian Government, University of Melbourne, water corporations, and other stakeholders. 

The organisation lacks an overarching Advocacy Plan to help guide its engagement efforts at a high-level. It would be valuable to develop such a plan. Interviews with external and internal stakeholders identified opportunities for the City of Melbourne to take the lead in bringing stakeholders together to solve significant and complex issues facing the city. This includes planning for the Yarra River, where 17 parties are currently involved with no leader. 

Other examples are the future prosperity of Melbourne including job creation, liveability and built form. There is also a leadership opportunity regarding the amenity and flow of movement in Southbank.
The Victorian Government and the City of Melbourne have planning and economic development intersections. They collaborate on these mainly when issues escalate, and usually through the CEO or directors’ offices. They also work together on social policy. There is room for improvement in the collaboration between the City of Melbourne and the Victorian Government. 
It is acknowledged that the council’s global engagement initiatives and the creation of the integrated website, Enterprise Melbourne, have been important initiatives. The Lord Mayor, and the position of Lord Mayor, is seen as an asset in partnering with the Victorian Government in supporting high level trade missions and facilitating inbound investment opportunities in the city. 

Lastly, there is an opportunity for the City of Melbourne to improve its engagement approach and relationships with its local universities. These relationships are generally very positive, but much of the interaction between the organisation and the universities is on a project-by-project basis. The organisation could build a more strategic relationship underpinned by trust and general agreement, to work together on major, long-term city issues.
3.3
Delivery summary

The Senior Review Team’s findings on the four components of ‘delivery’: innovate delivery; plan, resource and prioritise; shared commitment and sound delivery models; and manage performance, are summarised as follows:

Innovative delivery

· Good examples of innovation exist, with employees showing leadership through innovation,
· The organisation lacks systems to support and manage innovation effectively.
Plan, resource and prioritise

· There is inconsistent business planning and project management with limited transparency in resource prioritisation,
· There is a relatively slow pace of change and lack of agility to respond to changing customer needs.
Shared commitment and sound delivery models

· There is a lack of organisational-wide discipline and control,
· There is a duplication of processes with some services replicated across branches

· The organisation is reliant on relationships to drive outcomes, 

· Lean Thinking has promoted cross-functional engagement in problem solving. 

Manage performance

· Performance is measured against set indicators, however this is not fully leveraged,
· The issues management process promotes shared understanding, 
· There are limited consequences for failure to deliver.

The Senior Review Team’s detailed comments and ratings against the four components 
of delivery are outlined below. 
Innovative delivery
Guidance questions
· Does the organisation have the structures; people capacity and enabling systems required to support appropriate innovation and manage it effectively? 

· Does the leadership empower and incentivise the organisation and its partners 
to innovate and learn from each other, and the front line, to improve delivery? 

· Is innovation explicitly linked to core business, underpinned by a coherent innovation strategy and an effective approach towards risk management? 

· Does the organisation evaluate the success and added value of innovation, using the results to make resource prioritisation decisions and inform future innovation?
Rating
Well placed

Finding: Good examples of innovation exist, with employees showing leadership through innovation
There are a number of fine examples of innovation, where the organisation has transformed the way that it engages with the community:
· Forward-looking design of community infrastructure and public open spaces, 
· Integration of multiple service offerings within community hubs such as Boyd and The Dock,  

· The trial of a new procurement model to incentivise investment in new large-scale renewable energy projects,  
· City Lab, a physical space and process to get employees and stakeholders together to generate ideas.
Finding: The organisation lacks systems to support and manage innovation
The organisation currently lacks a framework to support innovation in a systematic way. Lean Thinking has been used to implement new approaches to process improvement. It has been successful in identifying individual business opportunities. However, employees identified that change has been taking too much time for the benefit generated.
Overall, risk aversion was often referred to as inhibiting the organisation’s ability to be innovative and transform. Employees show a strong desire to support innovation across the organisation but it is reliant on the courageous efforts and passion of individual employees at the project or branch level.
A best practice approach to supporting innovation within an organisation would allow for the systematic identification, testing, piloting and - if proven successful - roll out of new ideas.

Plan, resource and prioritise
Guidance Questions
· Do business-planning processes effectively prioritise and sequence deliverables to focus on delivery of strategic outcomes? Are tough decisions made on trade-offs between priority outcomes when appropriate? 

· Are delivery plans robust, consistent and aligned with the strategy? Taken together will they effectively deliver all of the strategic outcomes? 

· Is effective control of the organisation’s resources maintained? Do delivery plans include key drivers of cost, with financial implications clearly considered and suitable levels of financial flexibility within the organisation? 

· Are delivery plans and programs effectively managed and regularly reviewed?
Rating
Development area
Finding: There is inconsistent business planning and project management with limited transparency in resource prioritisation
The review identified that while some business planning processes have improved they are not mature, however work is underway to create a more integrated and collaborative planning process. 
Currently, the organisation prioritises its annual plan actions, guided by the Council Plan. The annual plan focuses more on new projects and initiatives as opposed to including the delivery of core services. Individual branch business planning occurs after the annual plan and budget has been submitted to council. 
Better collaboration is required between the management team to plan the organisation’s annual activities. Currently, this process begins in isolation at the branch level, missing opportunities for the organisation to plan horizontally as well as vertically. Prioritisation for enabling services, such as IT, communications and procurement, is often difficult due to the various needs of individual branches. This results in more visible initiatives taking precedence. An organisation vision and corporate plan would enable prioritisation with strategic alignment.

There should be consistency and rigour in the delivery of major projects, though a method exists, the City of Melbourne does not apply a consistent approach to project management. Project management skills also vary across the organisation.
 Finding: There is a relatively slow pace of change and lack of agility to respond to changing customer needs
“…two-speed in that we have a group who are very traditional in their planning and delivery and another group who want to move a faster pace, in a more agile way.” ~ Yammer Q&A

During conversations with both external stakeholders and employees, the organisation was often described as ‘slow’ and ‘bureaucratic’. There is some evidence that decision-making is inefficient and that decisions take too long to be made, slowing down the pace of change. 

Examples include:
· The People Strategy and Asset Management Strategy are both still to be finalised after 18 months, 

· The Smarter Procurement project commenced 10 months ago, yet is still underway, 
· The Digital Transformation project is still underway after more than two years.

As discussed, a significant number of decisions - both large and small - are escalated to the executive leadership team. This culture of ‘reverse delegation’ was identified as a barrier and clearly slows down the organisation’s metabolic rate. It likely signifies a risk-averse culture.
There is an opportunity to review the organisational structure and introduce flatter structures to improve lines of communication. Employees indicated a lack of understanding regarding the roles and responsibilities of different band classifications (e.g. between the level of responsibility of a classification five and a classification six). This may be caused by the variations in span of control. In some cases, there can be up to nine levels between the CEO and an employee. This layering may also be contributing to a slower pace of change at the organisation. 
There is also an apparent inconsistency in workload between directors as well as between branch managers. The organisation is very well resourced at the branch management level.
Shared commitment and sound delivery models
Guidance questions
· Does the organisation have clear and well-understood delivery models, which will deliver the organisation’s strategic outcomes across boundaries? 

· Does the organisation identify and agree roles, responsibilities and accountabilities for delivery within those models including with third parties? Are they well understood and supported by appropriate rewards, incentives and governance arrangements? 

· Does the organisation engage, align and enthuse partners in other organisations and across the delivery model to work together to deliver? Is there shared commitment among them to remove obstacles to effective joint working? 

· Does the organisation ensure the effectiveness of delivery agents?
Rating
Development area
Finding: There is a lack of organisational-wide discipline and control

There is evidence that decisions on corporate matters made in the Directors Forum are not minuted. It is unclear how these decisions are subsequently communicated unless the CEO, director or manager responsible decides to communicate the decision to the whole organisation. This communication seems to rarely happen. 
Evidence suggests there is a lack of follow-up to these decisions. Through interviews with managers, it was identified that there is a propensity in the organisation to exercise a ‘right of veto’ on corporate matters. 

The opportunity exists to lift organisational discipline. The downside of a lack of organisational discipline is the enormous amount of time wasted spent chasing up matters. It also delays implementation of critical corporate-wide initiatives and, in some cases, impedes them altogether. In turn, the evidence suggests this has led to an organisational behaviour of everything requiring to be ‘negotiated and agreed by full consensus’ to get things done. 

“Organisational discipline is a huge problem.”~ Employee survey

It was also evident that a sense of frustration amongst some branch managers exists over the lack of corporate controls, compliance and consistency. Ultimately, this is put down to a lack of consequence for non-compliance. 

Managers do not generally feel empowered to drive change beyond their branches and have to resort to influencing and persuading techniques instead. The lack of organisational discipline permeates the City of Melbourne.  
Finding: There is a duplication of processes with some services replicated across branches

Unreliable compliance across the organisation has contributed to a duplication of efforts and costs in the development of isolated systems and processes to meet corporate-wide needs. Examples of duplication exist in contract, project, stakeholder, asset and financial management; procurement; business planning; corporate reporting; communications and marketing. 
Figure 8: Key words used by employees to describe the City of Melbourne. The size of the words reflects the frequency of use.

Diverse, challenging, passionate, innovative, bureaucratic, committed, risk-adverse, dedicated, leading, supportive

 Although users in most organisations are typically critical of IT and in many cases have unrealistic expectations, rarely was there a sentiment that IT within the City of Melbourne was anything but ‘antiquated’ and ‘behind’. Frustration with IT was common throughout all engagement activities. 

There is a plethora of IT systems including 300 applications and 30 core services for business processes. Several employees are doing the same work on different spread sheets or software. Too many employees are working manually where it would be more efficient to work electronically or introduce automation. Some critical IT systems are disparate and dated, with employees often referring to challenges associated with document management and online collaboration.
In turn, those with responsibility for technology are frustrated by a lack of clear organisational priorities against which to plan and prioritise work. 

Employees identified that progress had been made over the past four years in improving delivery standards, standardising IT processes and putting technology architecture in place. The ICT Strategy 2014-17 will drive completion of a roadmap to deliver on this architecture and development of organisational priorities. 

“We are often changing systems to meet our needs at the time and not predicting needs of the future all that well. We need to have a better holistic and futuristic approach to our systems considering the changing nature of our environment and services we deliver.”~ Yammer Q&A

The organisation is trying to improve the balance between proactive planning for the organisation as a whole versus reacting to the needs of individual branches. This work should continue as a matter of priority.  

Finding: The organisation is reliant on relationships to drive outcomes 

Results from the survey showed a clear desire from the City of Melbourne’s employees to collaborate and drive change within the organisation. However, there was consistent frustration as these efforts struggle to gain traction.

As noted earlier in this report, many outcomes are driven by relationships rather than due process. This is likely influenced by a number of factors: 

· Lack of a clear organisational vision and corporate plan,
· Lack of leadership discipline and control, and a
· Culture of the individual and branch.
Finding: Lean Thinking has promoted cross-functional engagement in problem solving 

The Senior Review Team commends the organisation on its efforts, strongly led by its previous CEO, to embed Lean Thinking tools across the organisation. Review respondents identified a number of resulting benefits in productivity gains, cost savings and improved customer experience. This was evidenced by specific projects, including a review of the process for permitting events in parks. These efforts often involved multiple branches, and cross-functional engagement in problem solving.
Lean Thinking has been beneficial for incremental change, cross-organisational collaboration and data driven decision-making. However it has not delivered transformational change across the organisation’s service delivery. This is due to a number of factors:

The prioritisation on focus areas, 

· Lack of organisational discipline, control and commitment, 

· A limited use of complementary approaches to problem solving, and
· A deficiency in facilitation and change management skills.
In addition to Lean Thinking, strategic thinking and creative problem-solving techniques are needed to meet the rapidly evolving needs of the customers, community and environment.
Manage performance
Guidance questions
· Is the organisation delivering against performance targets to ensure achievement of outcomes set out in the strategy and business plans? 

· Does the organisation drive performance and strive for excellence across the organisation and delivery system in pursuit of strategic outcomes? 

· Does the organisation have high-quality, timely and well-understood performance information, supported by analytical capability, which allows you to track and manage performance and risk across the delivery system? Does the organisation take action when not meeting (or not on target to meet) all of its key delivery objectives?
Rating
Well placed
Finding: Performance is measured against set indicators, however this is not fully leveraged
The City of Melbourne has worked to lift the awareness of organisational performance through the introduction of internal and external performance dashboards. These dashboards display performance in the areas of customer, finance, people, productivity and sustainability. 

There has been some subsequent improvement in overall performance. In particular, excessive leave significantly reduced during 2014, improving the organisation’s balance sheet.

The organisation also takes a robust approach to reporting performance through its annual report. For the first time, the 2013-14 Annual Report included metrics against the indicators of the current Council Plan. It also sought to measure the organisation’s performance utilising the Global Reporting Initiative’s (G4) Sustainability Reporting Framework.

While the organisation has improved its capability in measuring its performance there are opportunities for improvement. For example, key business systems across the organisation do not produce accurate and timely performance information.
The City of Melbourne should leverage this performance information to support future planning. These efforts should be connected to an organisational vision and corporate plan.
Finding: The issues management process promotes shared understanding 

Managers and employees who had participated in the process often referred to it as a useful mechanism to get cross-organisational action on issues. Bringing a variety of different skills and capabilities together to solve complex issues has improved the quality of outcomes. The organisation’s post-crisis response could be strengthened.
Finding: There are limited consequences for failure to deliver
The organisation takes a robust approach to reporting on the progress of annual plan actions to both the executive leadership team and council. In contrast, branch business plans are rarely reported on nor was it evident that there are consequences for failing to deliver against those plans and associated budgets. This fosters a weak delivery model for the organisation, and is an issue of discipline and accountability
The link between the annual plan, branch business plans and individual employee GPAs does not appear to be fully aligned. At the time of this review, the CEO had launched a number of improvements to the business planning process, which may assist to alleviate some of these issues.

Conclusion
The objective of the capability review process is to ‘future proof’ organisations by strengthening organisational capability to anticipate and respond to known and emergent challenges. With this frame in mind, the Senior Review Team found that elements of the organisation, including declining systems, were acting as a drag on the more forward, agile parts of the organisation.
The City of Melbourne is at the crossroads of either stagnating or embarking on the next wave of change. The view of the Senior Review Team is that it is time to refresh and reinvigorate the organisation to continue to build and grow the City’s competitive advantages as the world’s most liveable city. 

This will require reorientation from the organisation on three fronts.
1. Refocusing the City of Melbourne’s leadership group on: 

· Leading the whole organisation as opposed to operational management of its component parts. The executive leadership should be revamped to have a focus on big picture issues, corporate strategies, organisational vision and a corporate plan.
· Making decisions and seeing them through to full implementation.
· Lifting the ‘metabolic rate’ of the organisation to make decisions at the appropriate level and supporting it to rapidly coalesce to solve immediate problems.
· Engaging with stakeholders. 
Some additional opportunities include:

· Communicating the executive leadership’s unity. Making the team visible to the organisation.
· Introducing regular face-to-face cross-divisional reviews that are led by the CEO 
and involve measurement, learning and real-time adjustment to achieve outcomes. 

· The CEO leading the management team (which includes directors and branch managers) to build cohesion and teamwork. In order to distribute organisational leadership, branch managers could champion major reforms.
· Increasing the use of cross-organisational teams.
· Implementing next generation customer service for the City of Melbourne.

2. Setting future organisational and city direction
· Developing a ten-year organisational vision, supported by a four-year corporate plan.
· Creating a four-year schedule of all corporate process reforms to enable a more productive organisation.

· Working with the Victorian Government, businesses and the community to develop 
a ‘Future Melbourne II’ plan.
3. Revamping and developing the organisation’s underpinning business systems 
and the process disciplines 
· Focusing on streamlining basic business processes, IT systems and work practices in order to free up the City of Melbourne for innovation and higher value activity.
� Please note this is different rate to what was published in the Annual report (6.28 per cent permanent voluntary turnover) as MAV unplanned turnover data includes permanent and fixed term appointments for termination reasons being resignations, dismissals and deaths.


� Municipal Association of Victoria (MAV) reported average for similar sized councils in 2013-14.






